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TAXES 
 
Bipartisan Group of Senators Reach an 
Agreement on Extending Long Term 
Unemployment Benefits 
 
Key Points: 

 A bipartisan group of Senators has agreed on 
a five month extension of federally funded 
unemployment insurance benefits 
 

This week, a bipartisan group of Senators 
reached a deal to extend the long term 
unemployment benefits, which expired in 
December.  The agreement, now embodied in 
S. 2148, was made between Senators Jack Reed 
(D-RI) and Dean Heller (R-NV) and includes 
extending emergency unemployment benefits 
for five months, including retroactive payments 
to the unemployed Americans whose benefits 
expired at the end of 2013.    
 

 
The proposal is paid-for using a combination 
of offsets that includes extending “pension 
smoothing” provisions from the “Moving 
Ahead for Progress in the 21st Century” 
(MAP-21) (P.L. 112-141), which were set to 
phase out this year, and extending customs user 
fees through 2024.  The bill also includes an 
additional offset allowing single-employer 
pension plans to prepay their flat rate 
premiums to the Pension Benefit Guaranty 
Corporation (PBGC).  Further, the legislation 

This Week in Congress 

 House –The House passed the “SGR Repeal and Medicare Provider Payment 
Modernization Act of 2014” (H.R. 4015) by a 238-181 vote; the “Water Rights 
Protection Act” (H.R. 3189) by a 238-174 vote; the “Faithful Execution of the Law 
Act of 2014” (H.R. 3973) by a 244-171 vote; the “ENFORCE the Law Act of 2014” 
(H.R. 4138); the “Equitable Access to Care and Health Act” (H.R. 1814) by voice 
vote; and the “Federal Communications Commission Process Reform Act” (H.R. 
3675) by voice vote. David Jolly was sworn in as the Representative for the 13th 
Congressional District of Florida. 

 Senate – The Senate passed the “Homeowner Flood Insurance Affordability Act” 
(H.R. 3370) by a 72-22 vote and the “National Flood Insurance Program Act” (S. 
2137) by voice vote.  The Senate also passed the “Child Care and Development Block 
Grant Act” (S. 1086) by a 96-2 vote and the “HHEATT Act” (H.R. 4076) by 
unanimous consent.  
 

Next Week in Congress 

 House – The House is in recess until March 24.  

 Senate –The Senate is in recess until March 24.  
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includes a provision that ends unemployment 
insurance payments to any individual whose 
adjusted gross income in the preceding year 
was $1 million or more.    
 
Senate Majority Leader Harry Reid (D-NV) had 
indicated earlier that any such deal would come 
to the floor immediately after next week’s 
recess, but legislation related to Ukraine may 
come first when the Senate returns from the 
one week recess next week.   
 
If the bipartisan deal is brought up in the 
Senate and achieves the 60 votes needed for 
cloture, as seems likely, the bill would still face 
significant hurdles in the House which has 
shown little appetite to extend the expired 
unemployment benefits.   
 
Camp’s Tax Reform Legislation May 
Complicate House Republicans’ FY 2015 
Budget Proposal; House Republicans Hold 
Listening Sessions to Dissect the 
Comprehensive Bill 
 
Key Points: 

 House Budget Committee Chairman Paul 
Ryan (R-WI) faces a challenge in getting his 
members to agree on inclusion of parameters of 
House Ways and Means Committee 
Chairman Dave Camp’s (R-MI) tax reform 
bill in their FY 2015 Budget Proposal 

 House Republicans met this week to ask 
questions and to learn more about Camp’s 
comprehensive draft legislation in “listening 
sessions” 
 

As House Republicans work on their FY 2015 
Budget Proposal, which is due to be revealed 
next month, House Budget Committee 
Chairman Paul Ryan (R-WI) must figure out 
how to address House Ways and Means 
Committee Chairman Dave Camp’s (R-MI) 
comprehensive tax reform bill that was 

introduced at the end of February. Ryan has 
endorsed Camp’s proposal but a problem has 
arisen because many House Republicans 
believe Camp’s plan is too controversial to 
include in the parameters and revenue 
implications in the budget proposal and 
further, that inclusion could embolden 
Congressional Democrats to seek budget votes 
in the Budget Committee on some of the more 
controversial measures. It should be noted that 
a Congressional budget does not have the force 
of law, so inclusion does not signal actual 
enactment – but typically budgets include 
broad policy parameters in the overall revenue 
and spending numbers, and that is where this 
issue could be considered.  
  
On that note, during a Senate Budget 
Committee hearing on the President’s FY 2015 
Budget Proposal, Chairman Patty Murray (D-
WA) said that parts of Camp’s comprehensive 
bill should be used for more than reducing the 
corporate tax rate.  Specifically, she suggested 
isolating certain proposals from the bill to 
reduce the deficit, expand the earned income 
tax credit and replenish the Highway Trust 
Fund.  
 
On the other hand, some Republican members 
have reserved judgment on the comprehensive 

Upcoming Dates 
 
September 30: FY 2014 Ends 
October 1: FY 2015 Begins 
November 4, 2014: Midterm Elections 
March 2015: Debt limit suspension 
expires 
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tax bill, asserting that there is still a lot to learn 
about the legislation. Further, House 
Republicans indicated that they met this week 
in the first of a series of “listening sessions” 
where members asked questions and heard 
explanations on proposals within the bill. 
Moreover, Camp has said he might hold a 
hearing on his draft, but has not indicated 
whether he plans to hold a markup in the 
House Ways and Means Committee. 
 
Senate Republicans Issue Framework of 
Proposals for Tax Reform in a Package to 
“Boost the Economy” 
 
Key Points: 

 Senate Republicans issue a framework of 
proposals for tax reform which includes lower 
rates for individuals, corporations, capital 
gains and dividends as well as small business 
tax breaks  
 

This week, Republicans on the Senate Finance 
Committee issued a list of tax reform proposals 
as part of a “Jobs for America” plan to boost 
the economy, which they said would be 
included in comprehensive reform framework. 
According to Senator Portman (R-OH) of the 
Senate Finance Committee, included in the list 
were lower individual and corporate tax rates, 
small business breaks and reduced rates on 
capital gains and dividends. The framework 
also would make the research and development 
tax credit permanent, repeal the estate tax and 
include changes to health care, energy and trade 
proposals. Portman said the framework is a 
seven point blueprint for tax reform.  
Specifically, some of the proposals included 
within the framework are:  
 

 Reduce the maximum tax rate to 25 
percent for both individuals and 
corporations while broadening the tax 
base by eliminating tax expenditures; 

 Replace the current international tax 
system with a territorial tax regime; 

 Allow immediate expensing for small 
businesses purchases of equipment;  

 Make changes to healthcare laws for 
those with individual plan coverage. 

 
Senate Finance Committee Chairman Ron 
Wyden (D-OR) on the other hand has not 
endorsed such a framework and continues to 
indicate that he would like to address tax 
extenders and to use them as a “bridge for tax 
reform.” 
 
House Judiciary Committee Holds 
Hearing to Explore Alternative Solutions 
on the Internet Sales Tax  
 
Key Points: 

 House Judiciary Committee holds hearing to 
discuss the implementation of an Internet Sales 
Tax and explores different alternatives to 
impose the tax on online sales 
 

On Wednesday, the House Judiciary 
Committee held a hearing titled “Exploring 
Alternative Solutions on the Internet Sales Tax 
Issue.”  During the hearing, Members and 
witnesses discussed the notion that while 
Internet commerce is booming, traditional 
retailers located in all but five states must 
collect sales tax and as such, are at a 
disadvantage when compared to their online 
counterparts- most of whom do not collect 
sales tax. Chairman Bob Goodlatte (R-VA) 
urged that although Congress should not 
interfere in the natural evolution of the 
markets, it seems unfair that sales tax laws only 
affect brick and mortar businesses. The 
Committee also addressed the Senate passed 
bill, the “Marketplace Fairness Act” (S. 743) 
and discussed changes that could be made to 
that legislation in the House. 
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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 
 
Senate Banking Committee Leadership 
Announce Agreement on Housing Finance 
Reform 
 
Key Points 

 Senate Banking Committee Chairman Tim 
Johnson (D-SD) and Ranking Member Mike 
Crapo (R-ID) announced that they had 
reached an agreement on housing finance 
reform. 

 The agreement builds on the structure proposed 
in the Corker-Warner bill. 

 The Senate Banking Committee could move to 
markup the bill in the next few weeks. 

 House Financial Services Committee 
Chairman Jeb Hensarling (R-TX) expressed 
opposition to the Senate proposal. 

 
In a March 11 announcement, Senate Banking 
Committee Chairman Tim Johnson (D-SD) 
and Ranking Member Tim Johnson (R-ID) 
stated that they had reached an agreement on a 
housing finance reform plan. A formal 
proposal could be released soon, which would 
retain the structure of the Corker-Warner bill 
(S. 1217), under which a new government 
agency, known as the Federal Mortgage 
Insurance Corporation (FMIC), would be 
created to insure mortgage backed securities. 
The proposal would also wind down Fannie 
Mae and Freddie Mac, which have been in 
conservatorship for the past five years. Under 
the proposal there would be a requirement of 
ten percent private capital up front and a 
mortgage insurance fund would be created to 
prevent future taxpayer bailouts. 
 

House Financial Services Committee Chairman 
Jeb Hensarling (R-TX) in statement 
commended Johnson and Crapo for putting 
forward a plan on housing finance reform, but 
criticized key provisions of the proposal. 
Hensarling noted that the proposal would not 
eliminate the government backstop in the 
secondary mortgage market. He also expressed 
concern that the proposal does not include 
reforms of the Federal Housing Administration 
(FHA). Hensarling expressed support for the 
“Protecting American Taxpayers and 
Homeowners (PATH) Act” (H.R. 2767), which 
was approved by the House Financial Services 
Committee in July 2013.  
 
Given the opposition in the House to this type 
of proposal for housing finance reform, it is 
unlikely to be passed in this Congress.  
 
House Committee Approves Bills on QM 
Rule Changes, FHLB Membership, EGC 
Registration, XBRL, Volcker Rule 
Modification, and FY 2015 Views and 
Estimates 
 
Key Points 

 House Financial Services Committee approved 
bills addressing the Consumer Financial 
Protection Bureau’s (CFPB) Qualified 
Mortgage (QM) rule modifications, Federal 
Home Loan Bank (FHLB) membership, 
emerging growth company (EGC) registration 
requirements, Extensible Business Reporting 
Language (XBRL) filing exemptions, and the 
Volcker Rule modifications regarding 
collateral loan obligations (CLOs). 

 House Financial Services Committee approves 
views and estimates to FY 2015 budget on 
topics such as flood insurance, the Securities 
and Exchange Commission (SEC), and 
Office of Financial Research (OFR). 

 House Agriculture Committee approves views 
and estimates to FY 2015 budget; Chairman 
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Frank Lucas expresses support for 
reauthorizing the Commodity Futures Trading 
Commission (CFTC). 

 
At a March 13-14 markup, the House Financial 
Services Committee approved bills addressing 
the Consumer Financial Protection Bureau’s 
(CFPB) Qualified Mortgage (QM) rule 
modifications, Federal Home Loan Bank 
(FHLB) membership, emerging growth 
company (EGC) registration requirements, 
Extensible Business Reporting Language 
(XBRL) filing exemptions, and the Volcker 
Rule modifications regarding collateral loan 
obligations (CLOs).  
 

 Qualified Mortgage Rule 
Modification: The “CFPB Rural 
Designation Petition and Correction 
Act” (H.R. 2672), introduced by 
Representative Andy Barr (R-KY), 
would amend Section 1022 of the 
Dodd-Frank Act (DFA) to require the 
CFPB to create a petition process for 
interested parties to seek rural 
designation for counties that do not fit 
the “Urban Influence Code” definition. 
H.R. 2672 is intended to correct the 
CFPB’s narrow definition of rural. H.R. 
2672 was approved, as amended, by a 
recorded vote of 55 to 1. Amendments 
adopted include an amendment in the 
nature of a substitute, offered by Barr 
which as he described, gives applicants 
the flexibility to specify the bounded 
area to switch from “non-rural” to 
“rural”, noting that using county as a 
designation is often not truly 
representative of communities’ makeup.  

 Membership in the Federal Home 
Loan Bank System: “The Capital 
Access for Small Community Financial 
Institutions Act of 2013” (H.R. 3584), 
introduced by Representative Steve 

Stivers (R-OH), would allow privately 
insured credit unions to be eligible for 
membership in the Federal Home Loan 
Bank (FHLB) System. H.R. 3584 was 
approved, as amended, by a recorded 
vote of 55 to 0. Amendments adopted 
include: (1) two amendments offered en 
bloc by Representative Joyce Beatty (D-
OH), which would remove the 
requirement that there be annual audit 
submissions by privately insured credit 
unions to the National Credit Union 
Administration (NCUA) and called for 
a GAO study on the adequacy of 
private insurer reserves and private 
credit union compliance with federal 
disclosure requirements; and (2) two 
amendments offered en bloc by 
Representative Gregory Meeks (D-NY), 
which would require the Federal Home 
Loan Banks (FHLBs) to determine the 
potential concentrated risk from the 
failure of private credit unions, along 
with the aggregated risk posed by such 
a failure. 

 Emerging Growth Company (EGC) 
registration requirements: The 
“Improving Access to Capital for 
Emerging Growth Companies Act” 
(H.R. 3623) introduced by 
Representative Stephen Fincher (R-
TN) would amend the securities laws 
relating to the registration requirements 
of emerging growth companies, such as 
reducing from 21 days to 15 days that 
an EGC would have to file with the 
SEC a confidential registration 
statement before the company may 
conduct a road show. H.R. 3623 was 
approved, as amended, by a recorded 
vote of 56 to 0. Amendments adopted 
include an amendment in the nature of 
a substitute offered by Representative 
Stephen Lee Fincher (R-TN) that 
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would allow an issuer that was an 
emerging growth company at the time 
it submitted a confidential registration 
statement to continue to be treated as 
such through the date on which the 
issuer consummates its initial public 
offering (IPO).  

 XBRL: The “Small Company 
Disclosure Simplification Act” (H.R. 
4164) introduced by Representative 
Robert Hurt (R-VA) would direct the 
SEC to exempt smaller public 
companies from the use of eXtensible 
Business Reporting Language (XBRL) 
for periodic reporting. H.R. 4164 was 
approved, as amended, by a recorded 
vote of 51 to 5. Amendments adopted 
include an amendment in the nature of 
a substitute, offered by Hurt (R-VA), 
which would provide an optional 
exemption for emerging growth 
companies to the requirement to file 
using XBRL with the SEC and requires 
the SEC to do an impact study on the 
effect of its rules on small businesses. 

 Modifications to Volcker Rule: The 
“Restoring Proven Financing for 
American Employers Act” (H.R. 4167) 
introduced by Barr would provide an 
exemption to the Volcker Rule for 
existing collateralized loan obligations 
(CLOs) issued before January 31, 2014. 
The bill “also clarifies that a banking 
entity shall not be considered to have 
an ownership interest in a CLO because 
it acquired or retains a debt security in 
the CLO if such debt security has no 
indicia of ownership other than the 
right to participate in the removal for 
cause or in the selection of a 
replacement investment manager or 
investment adviser of the CLO.” H.R. 
4167 was approved, as amended, by a 
recorded vote of 53 to 3. Amendments 

adopted include an amendment offered 
by Representative Carolyn Maloney (D-
NY), which would narrow the scope of 
the relief for CLOs issued before 
January 31, 2014 under the H.R. 4167, 
so only securities that are considered 
“debt securities” would be exempt. In 
addition she said financial institutions 
would have until July 21, 2017 to divest 
their non-debt securities.  

 
In addition, the Committee, in a 32 to 25 vote 
along party lines, approved its views and 
estimates as amended to the President’s FY 
2015 Budget Submission, which included 
topics such as: Securities and Exchange 
Commission; Government Sponsored 
Enterprises; National Flood Insurance 
Program; Terrorism Risk Insurance; Consumer 
Financial Protection Bureau (CFPB); Orderly 
Liquidation Authority; Office of Financial 
Research; and Export-Import Bank. An 
amendment by Representative Denny Heck 
(D-WA) was adopted, as amended, to the views 
and estimates, which as he described would 
commend the CFPB Office of Services 
Member Affairs for taking quick action to 
protect servicemember rights.  
 
Separately, on March 13, the House Agriculture 
Committee approved by voice vote its views 
and estimates to the FY 2015 President’s 
Budget Submission. Chairman Frank Lucas (R-
OK) in a statement noted that the Committee 
“would reauthorize the Commodity Futures 
Trading Commission (CFTC) while continuing 
its vigorous oversight of CFTC regulations.” 
 
Senate Committee Holds Hearing on 
Capital Regulations for Insurers  
 
Key Points 
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 Senators on both sides of the aisle expressed 
opposition to applying bank-centric capital 
standards to insurance companies. 

 Senator Susan Collins (R-ME) testified before 
the panel emphasizing that the Collins 
Amendment to the Dodd-Frank Act should 
not prevent the Federal Reserve from taking 
the differences between banks and insurers into 
account when drafting capital standards. 

 Chairman Sherrod Brown (D-OH) and 
Senator Mike Johanns (R-NE) suggested that 
legislative action may be necessary if the 
Federal Reserve does not craft appropriate 
capital standards. 

 Ranking Member Pat Toomey (R-PA) spoke 
in opposition to applying bank capital 
standards to asset managers. 

 
On March 11, the Senate Banking Committee’s 
Financial Institutions and Consumer Protection 
Subcommittee held a hearing on capital 
regulations for insurers. The hearing focused 
on the legislation from Chairman Sherrod 
Brown (D-OH) and Senator Mike Johanns (R-
NE) (S. 1369) aimed at addressing this issue of 
insurers being subject to bank-centric capital 
requirements, whether the Federal Reserve has 
the authority to address this problem without 
the need for legislation, and whether insurers 
should be subject to different capital 
requirements. 
 
Brown, Johanns, Ranking Member Pat Toomey 
(R-PA), Senator Jon Tester (D-MT) and 
Senator Jack Reed (D-RI) expressed opposition 
to applying bank-centric capital standards to 
insurance companies. Johanns noted the 
Federal Reserve has suggested they lack the 
ability to recognize the difference between 
insurance and banking, as a result of the 
“Collins Capital Standards Amendment”, in 
Section 171 of the Dodd-Frank Act. Brown 
and Johanns questioned whether a legislative 
fix would be required to address this issue. The 

Bipartisan Policy Center’s Financial Regulatory 
Reform Initiative Director Aaron Klein stated 
that while the Federal Reserve has the authority 
to address this issue, legislation could provide 
further clarity. TIAA-CREF Chief Financial 
Officer Virginia Wilson said a legislative 
approach could clarify the Federal Reserve’s 
authorities. Nationwide Insurance Chief Risk 
Officer Michael Mahaffey said that if the 
Federal Reserve does not resolve this issue, 
Congress should pass legislation clarifying the 
Federal Reserve’s authority. 
 
Senator Susan Collins (R-ME) testified before 
the Committee and contended that the Collins 
Amendment, which she drafted, should not 
prevent the Federal Reserve from considering 
the differences between insurance and other 
financial activities. She noted that she has 
introduced legislation (S. 2102), which would 
allow the Federal Reserve to exclude insurance 
companies from capital requirements, so long 
as they are regulated at the state level. 
 
Toomey suggested that asset management is 
also fundamentally different from banking. He 
contended that it would be problematic to 
apply bank-centric capital requirements to asset 
managers.  
 
Senate Panel Holds Hearing on 
Superstorm Sandy Recovery 
 
Key Point: 

 Senate panel examines recovery efforts to 
address the Superstorm Sandy. 

 
On March 12, the Senate Banking Committee’s 
Housing, Transportation, and Community 
Development Subcommittee held a hearing 
entitled “Superstorm Sandy Recovery: 
Ensuring Strong Coordination among Federal, 
State, and Local Stakeholders.” The hearing 
focused on government efforts to assist those 
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impacted by “Superstorm Sandy,” how 
problems with certain state programs are being 
addressed, what changes have been made to the 
Community Development Block Grant 
program prior to disbursement of the second 
tranche of funds, and how homeowners can be 
assisted in rebuilding.    
 
Senate Committee Holds Hearing on 
Federal Reserve, HUD, and NCUA 
Nominees 
 
Key Points: 

 Senate panel examines Federal Reserve 
nominees’ positions on monetary policy, too-big 
to fail, insurance and bank regulation, and 
cross border resolution. 

 Federal Reserve nominees signal support for 
insurance and banking to be regulated 
differently. 

 
On March 13, the Senate Banking Committee 
held a hearing to consider the nominations of 
Dr. Stanley Fischer to be a Member and Vice 
Chairman of the Board of Governors of the 
Federal Reserve System; Jerome H. Powell to 
be a Member of the Board of Governors of the 
Federal Reserve System; Lael Brainard to be a 
Member of the Board of Governors of the 
Federal Reserve System; Gustavo Velasquez 
Aguilar to be an Assistant Secretary of the 
Department of Housing and Urban 
Development; and J. Mark McWatters to be a 
Member of the National Credit Union 
Administration Board. The nominees 
addressed topics, including but not limited to 
banking and credit union regulation; cross-
border resolutions; foreign coordination; 
monetary policy; impact of financial reform; 
housing; Too Big To Fail (TBTF); insurance 
regulation; and unemployment. 
 
Senator Sherrod Brown (D-OH) stated that the 
Basel Committee has proposed capital 

surcharges for systemically important financial 
institutions (SIFIs). He noted that Federal 
Reserve Chair Janet Yellen agreed with 
Commissioners Jeremy Stein and Daniel 
Tarullo that these capital surcharges should be 
higher. Brown asked whether a TBTF subsidy 
exists and whether the SIFI surcharges should 
be higher. Powell stated that most studies show 
some sort of subsidy. He stated that the 
surcharges “leave more to be done.” He noted 
that the Federal Reserve is looking at short 
term funding and the possibility of a surcharge 
based on this short term funding. Brainard 
stated that market participants should 
understand that no institution can be TBTF. 
She stated that she would be “open minded” to 
taking additional measures to address TBTF. 
She stated that she would need to know the 
overall impact of the current changes before 
determining whether higher surcharges are 
needed. Fischer stated that he fundamentally 
agrees with the other Federal Reserve 
nominees. He emphasized that bond financing 
can also help with TBTF. He stated that it will 
take time to figure out whether enough has 
been done.   
 
Senator Jack Reed (D-RI) stated that there is an 
ongoing debate about applying bank-like capital 
standards to insurance companies which may 
be classified as systemically important. Fischer 
stated that insurance and banking are not 
identical. He stated that they run their 
portfolios differently. He stated that the capital 
requirements should take the differences into 
account. Powell stated that insurance business 
is different from banking. He stated that ideally 
capital requirements should reflect that. He 
stated that he has read the Collins Amendment 
but does not see flexibility. He noted that this 
is not “his call” but the attorney’s at the Federal 
Reserve. Brainard stated that it is clear that the 
insurance business model is distinct and that 
the capital model for banks does not fit 

http://www.williamsandjensen.com/
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insurance. She stated that she would want to 
work hard on tailoring the capital requirements 
for insurance.  
 
Senate Approves Treasury Nominee Raskin 
 
Key Point: 

 Senate approves Sarah Raskin to be Deputy 
Secretary of the Treasury. 
 

On March 12, the Senate in a voice vote 
approved the nomination of Sarah Bloom 
Raskin, of Maryland, to be Deputy Secretary of 
the Treasury. Raskin, who was sworn in this 
morning, would serve as the number two 
official at the Treasury Department. She 
replaces Under Secretary for Domestic Finance 
Mary Miller who had been serving as Acting 
Deputy Secretary. 
 
Senate Approves Flood Insurance 
Legislation  
 
Key Points:  

 Senate approves flood insurance legislation on 
March 13 in a 72-22 vote. 

 Senate approves legislation introduced by 
Senator Mike Lee (R-UT) that prohibits 
refunds of premium collected on coverage of 
second homes under the National Flood 
Insurance Program (NFIP).  

 
On March 13, the Senate approved the 
“Homeowner Flood Insurance Affordability 
Act” (H.R. 3370) in a vote of 72-to-22. This 
legislation was previously approved by the 
House on March 4 in a 306-to-91 vote. Among 
the various provisions, the bill would impose 
limitations on the amount of policy rate 
increases, restore the grandfathering of rates, 
and require the Federal Emergency 
Management Agency (FEMA) to provide prior 
notification of rate increases and refunds of 

premiums paid that were in excess of amounts 
required due to the modification of the Biggert-
Waters Act premium provisions. Separately, the 
Senate approved legislation (S. 2137) via voice 
vote, introduced by Senator Mike Lee (R-UT) 
on March 13 that ensures FEMA will not 
provide refunds for premiums collected on 
coverage of second homes under the National 
Flood Insurance Program (NFIP). 
 
SEC Proposes Rules on Standards for 
Clearing Agencies 
 
Key Points:  

 SEC proposes rules to enhance standards for 
clearing agencies.  

 
At a March 12 open meeting, the Securities and 
Exchange Commission (SEC) unanimously 
approved proposed rules related to standards 
for clearing agencies in accordance with Title 
VIII of the Dodd-Frank Act. The proposal, as 
described by SEC Commissioner Daniel 
Gallagher, builds upon the SEC’s 2012 efforts 
“to establish minimum requirements regarding 
how clearing agencies maintain effective risk 
management procedures and controls.” 
Furthermore, the proposal would create more 
robust requirements for “covered clearing 
agencies”, which would include clearing 
agencies designated as systemically important, 
providing central counterparty services for 
security-based swaps or involved in activities 
with a more complex risk profile, or as 
otherwise determined by the SEC. As such, the 
proposal would create two tiers of regulations: 
(1) “enhanced rules for covered clearing 
agencies”; and (2) “the existing rules for all 
other registered clearing agencies.” 
 
Senate Panel Holds Hearing on Retirement 
Security 
 
Key Points: 

http://www.williamsandjensen.com/
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 Senators Jeff Merkley (D-OR) and Elizabeth 
Warren (D-MA) expressed support for 
enhancing 401(k) fee disclosures and 
expanding them to IRAs. 
 

On March 12, the Senate Banking Committee’s 
Economic Policy Subcommittee held a hearing 
to discuss retirement security. Chairman Jeff 
Merkley (D-OR) and Senator Elizabeth Warren 
(D-MA) expressed support for enhancing 
401(k) plan fee disclosures and expanding them 
to IRAs. Merkley suggested that pooling 
options could be developed to encourage 
private employers to offer retirement plans. 
Ranking Member Dean Heller (R-NV) 
questioned how federal policies are affecting 
retirement savings.  
 
Labor Department Official Discusses 
Fiduciary Duty Rule 
 
Key Points: 

 Phyllis Borzi, Assistant Secretary for the 
Employee Benefits Security Administration at 
the Department of Labor (DOL), stated the 
DOL aims to release a re-proposal on 
fiduciary duty in August. 

 SEC Commissioner Dan Gallagher expresses 
concern over rule proposal, and suggests active 
enforcement could be effective. 

 
At a March 12 event on retirement security, 
Phyllis Borzi, Assistant Secretary for the 
Employee Benefits Security Administration at 
the Department of Labor (DOL), stated the 
DOL aims to release a re-proposal on fiduciary 
duty in August. She noted there would be some 
differences between this proposal and one 
proposed by the DOL in 2010. She explained 
that these could include changes to investment 
education and advice, a seller’s exemption for 
brokers to continue their traditional role, 
prohibited transaction exemptions (PTEs) for 

commissions, and economic analysis in support 
of the rulemaking. She also claimed the re-
proposal would not require the abandoning of 
commissions or the credentialing of advisers. 
Borzi stated that the goal of the re-proposal is 
not to prohibit commissions but to minimize 
the pervasiveness of conflicts of interest.  
 
Securities and Exchange Commission (SEC) 
Commissioner Dan Gallagher, who also spoke 
at the event, stated he looks forward to hearing 
about the new proposal, but cautioned there 
could be harm in putting one out. He 
expressed concern over the possibility a rule 
proposal could eliminate the full service 
broker-dealer option and cited the importance 
of enforcement over rulemaking, suggesting 
active enforcement could influence advisers.  
 
Upcoming Hearings and Events 
 
March 18 
NAST Conference on Municipal and 
Financial Issues: The National Association of 
State Treasurers (NAST) will hold their 2014 
Legislative Conference, which is to cover 
“broad economic policy issues, financial 
regulatory reform, tax reform, pension fund 
issues, legislative efforts on behalf of state 529 
education savings plans, municipal bond issues, 
and the 2014 economic outlook.” Speakers 
include, but are not limited to: Richard 
Cordray, Director, Consumer Financial 
Protection Bureau (CFPB); Camille Busette, 
Assistant Director, CFPB Office of Financial 
Education; Nora Dowd Eisenhower, Assistant 
Director, CFPB Office of Older Americans; 
Holly Petraeus, Assistant Director, CFPB 
Office of Servicemember Affairs; Michael 
Pierce, Policy Analyst, CFPB Office of 
Students; Daniel Heimowitz, Chairman, 
Municipal Securities Rulemaking Board; John 
Cross, Director, Office of Municipal Securities, 
Securities and Exchange Commission. 

http://www.williamsandjensen.com/
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CFTC Roundtable on Risk Management: 
The Commodity Futures Trading Commission 
(CFTC) staff will hold a roundtable “to discuss 
risk management practices by Commodity Pool 
Operators.” The roundtable “will focus on the 
use of risk management procedures in the 
operation of various types of commodity pools, 
including registered investment companies, 
public commodity pools, private funds, and 
funds of funds.” 
 
March 19 
U.S. Chamber of Commerce Event on 
Capital Markets: The U.S. Chamber of 
Commerce will hold its 8th annual capital 
markets summit that is to include a discussion 
on corporate governance reform, consumer 
protection & access to credit, managing 
systemic risk, and investment savings. Speakers 
include, but are not limited to: Steve 
Antonakes, Deputy Director, Consumer 
Financial Protection Bureau; Jason Furman, 
Chairman, Council of Economic Advisors; 
Mark Wetjen, Acting Chairman, Commodity 
Futures Trading Commission; Mary Jo White, 
Chair, Securities and Exchange Commission; 
Judy Mares, Deputy Assistant Secretary, 
Employee Benefits Security Administration, 
U.S. Department of Labor; and Mark Iwry, 
Senior Advisor to the Secretary and Deputy 
Assistant Secretary, Retirement and Health 
Policy, Department of Treasury. 
 
NAST Conference on Municipal and 
Financial Issues: The National Association of 
State Treasurers (NAST) will hold their 2014 
Legislative Conference, which is to cover 
“broad economic policy issues, financial 
regulatory reform, tax reform, pension fund 
issues, legislative efforts on behalf of state 529 
education savings plans, municipal bond issues, 
and the 2014 economic outlook.” Speakers 
include, but are not limited to: Thomas Hoenig, 

Vice Chairman, Federal Deposit Insurance 
Corporation. 
 
March 25 
Consumer Bureau Hearing on Payday 
Loans: The Consumer Financial Protection 
Bureau (CFPB) will hold a field hearing in 
Nashville, Tennessee on payday loans. CFPB 
Director Richard Cordray is testify. 
 
March 26 
SEC Roundtable on Cybersecurity: The 
Securities and Exchange Commission (SEC) 
will hold a roundtable “to discuss cybersecurity 
and the issues and challenges it raises for 
market participants and public companies, and 
how they are addressing those concerns.”  
 
April 3 
CFTC Roundtable on End-Users: The 
Commodity Futures Trading Commission 
(CFTC) staff will hold a roundtable “to discuss 
issues concerning end-users” and the Dodd-
Frank Act. The roundtable will consist of three 
panels, “discussing 1) the obligations of end-
users under Regulation 1.35 concerning 
recordkeeping for commodity interest and 
related cash or forward transactions; 2) the 
appropriate regulatory treatment of forward 
contracts with embedded volumetric 
optionality; and 3) the appropriate regulatory 
treatment for purposes of the $25 million 
(special entity) de minimis threshold for swap 
dealing to government-owned electric utilities.” 
 
April 10 
SEC Advisory Meeting: The Securities and 
Exchange Commission’s (SEC) Investor 
Advisory Committee will hold a meeting that 
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 

http://www.williamsandjensen.com/
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Robins, Rebecca Konst, and Alex Barcham contributed 
to the articles. 
 
ENERGY AND ENVIRONMENT  
 
House Bill Would Expedite LNG Exports 
 
Key Points: 

 In response to the Russian incursion into 
Ukraine, Representative Cory Gardner (R-
CO) introduced legislation to expedite 
approval of LNG export permits.   

 Ambassadors from four Central European 
nations wrote to House Speaker John Boehner 
(R-OH) urging “Congressional action to 
expedite LNG exports to America’s allies.”   

 
On March 6, Representative Cory Gardner (R-
CO) introduced legislation to expedite the 
federal review of liquefied natural gas (LNG) 
exports. Gardner’s bill, the “Domestic 
Prosperity and Global Freedom Act” (H.R. 6) 
would: 

 Extend the Natural Gas Act expedited 
approval for licenses to export LNG to 
all World Trade Organization member 
countries; and 

 Deem approved all pending 
applications submitted to the 
Department of Energy under the 
Natural Gas Act for LNG exports that 
were filed prior to March 6, 2014.  

 
Under current law the Department of Energy 
must find that LNG exports are in the public 
interest in order to grant an export license. 
Under a separate process the Federal Energy 
Regulatory Commission (FERC) must approve 
the facility used for LNG exports.   
 
In introducing the bill, Gardner emphasized 
the potential for U.S. LNG exports to reduce 
Russia’s use of gas exports to exert geopolitical 
influence. He declared that “European nations 

are clamoring for a resource that is abundant in 
Colorado, but current law restricts our ability to 
sell it to them.”  
 
Last Friday the ambassadors of four Central 
European nations, the Czech Republic, 
Hungary, Poland, and the Slovak Republic, sent 
a letter to House Speaker John Boehner (R-
OH) calling for faster approval of U.S. LNG 
exports. The ambassadors stated that the 
“presence of US natural gas would be much 
welcome in Central and Eastern Europe, and 
Congressional action to expedite LNG exports 
to America’s allies would come at a critically 
important time for the region.” 
 
EPA Budget Document Addresses 
Hydraulic Fracturing Initiatives 
 
Key Points: 

 An EPA budget document supporting its 
funding request for Fiscal Year 2015 details 
the agency’s plans for hydraulic fracturing.   

 The document discusses the EPA’s recently-
issued guidance on the permitting required for 
hydraulic fracturing that utilizes diesel fuel, as 
well as the forthcoming draft report on the 
impact of hydraulic fracturing on drinking 
water.   

 
The Environmental Protection Agency (EPA) 
released its “Fiscal Year 2015 Justification of 
Appropriation Estimates for the Committee on 

Appropriations.” This budget document 
provides some additional details on the 
agency’s policy plans and priorities, including 
its actions related to hydraulic fracturing.   
 
Permitting for Hydraulic Fracturing Using 
Diesel Fuel: 
 
The EPA proposes to spend $1 million in 
Fiscal Year 2015 “to support states and tribes 
in making sound permitting decisions and 

http://www.williamsandjensen.com/
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providing oversight related to implementation 
of EPA’s guidance on hydraulic fracturing with 
diesel fuels.” According to the budget 
document, the “work supports the agency’s 
priorities of safeguarding public health and 
environmental justice, while recognizing the 
important role that energy extraction, including 
natural gas development, plays in our energy 
future.” The EPA notes that the money “will 
help states and tribes review complex 
data…[and] conduct inspections of permitted 
wells to ensure ongoing compliance.” Last 
month the EPA released a revised guidance 
document setting out the Underground 
Injection Control (UIC) requirements for 
hydraulic fracturing that uses diesel fuels. The 
EPA also released a memorandum on 
implementing the policy. In 2005 Congress 
clarified that the Safe Drinking Water Act’s 
UIC requirements do not apply to hydraulic 
fracturing. However, Congress excluded 
hydraulic fracturing that utilizes diesel fuel 
from this provision leaving it subject to 
coverage under the UIC program.  
 
Study on Hydraulic Fracturing and 
Drinking Water: 
 
The EPA is continuing to work on its 
congressionally requested study on the impact 
of hydraulic fracturing on drinking water. The 
agency plans to release a “draft synthesis report 
for peer review in December 2014.” According 
to the budget document, “[t]his synthesis 
report will outline the results of research 
focused on the potential impacts of hydraulic 
fracturing on drinking water resources, and, if 
so, what the driving factors are.” The study will 
cover: (1) water acquisition; (2) chemical 
mixing; (3) well injection; (4) flowback and 
produced water; and (5) wastewater treatment 
and disposal.  
 

In addition to the drinking water study, the 
EPA also plans, in coordination with the 
Department of Energy and the U.S. Geological 
Survey (USGS) to “study potential impacts of 
hydraulic fracturing on air, water quality, water 
resources, ecosystems, and health.” According 
to the document, “[t]his research will assist 
decision makers (federal, state, and local; the 
industry and energy sectors, and the public) in 
making environmentally responsible decisions 
that support sustainable approaches to oil and 
natural gas extraction.” 
 
Upcoming Hearings and Events 
 
March 19 
California Water Crisis: The House Natural 
Resources Committee will hold a field hearing 
in Fresno, California, titled “California Water 
Crisis and Its Impacts: The Need for 
Immediate and Long-Term Solutions”.   
 
March 20 
FERC Meeting: The Federal Energy 
Regulatory Commission will hold an open 
meeting.   
 
March 25 
Energy Imports and Exports: The Senate 
Energy and Natural Resources Committee will 
hold a hearing titled “Importing Energy, 
Exporting Jobs. Can it be Reversed?” 
 
Fiscal Year 2015 Budget: The House Natural 
Resources Committee’s Water and Power 
Subcommittee will hold a hearing titled 
“Examining the Proposed Fiscal Year 2015 
Spending, Priorities and the Missions of the 
Bureau of Reclamation, the Four Power 
Marketing Administrations and the U.S. 
Geological Survey’s Water Program.” 
 
March 26 

http://www.williamsandjensen.com/
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Wildlife and Energy Resources: The House 
Natural Resources Committee will hold a 
hearing titled “Collision Course: Oversight of 
the Obama Administration’s Enforcement 
Approach for America’s Wildlife Laws and Its 
Impact on Domestic Energy”. The Committee 
has invited U.S. Fish and Wildlife Service 
Director Dan Ashe to testify.   
 
July 14 and 15 
EIA Energy Conference: The Energy 
Information Administration (EIA) will hold its 
annual Energy Conference. Planned session 
topics include: “U.S. Petroleum Exports”; 
“Logistical Issues in North American Liquid 
Flows”; and “Tight Oil Production Trends”.  
 
For more information about energy and environment 
issues you may email or call Frank Vlossak at 202-
659-8201. Updates on energy and environment issues 
are available during the week on twitter. 
 
DEFENSE 
 
SASC Afghanistan Hearing 
 
Key Points: 

 Commander of NATO Forces in 
Afghanistan calls for between 8,000-12,000 
troops to remain in Afghanistan after 2014 

 General Dunford cautions against a 
withdrawal, claiming that “fragile” gains will 
be endanegred  

 
On March 13, the Senate Armed Services 
Committee held a hearing titled “The Situation 
in Afghanistan” with testimony from 
International Security Assistance Force (ISAF) 
and United States Forces-Afghanistan 
Commander General Joseph F. Dunford, Jr. 
 
Chairman Carl Levin (D-MI) asserted that “[a] 
Bilateral Security Agreement (BSA) providing 
for protections for our troops is essential, if 

even a modest number of our forces are to 
remain in Afghanistan.” He noted that 
“President [Hamid] Karzai has refused to sign a 
bilateral security agreement that he 
negotiated…[a]nd it received the strong 
support of the Loya Jirga that he convened.” 
Levin stated that “President [Barack] Obama 
has rightly decided to look beyond President 
Karzai to the next Afghan president following 
elections in early April…[and] [e]ach of the 
Afghan presidential candidates has indicated a 
willingness to sign the bilateral security 
agreement and any of them would likely be a 
more reliable partner than President Karzai.” 
He claimed that “[m]uch continues to be at 
stake for our national security, for the security 
of our friends and allies around the world, for 
regional stability and of course, for the Afghan 
people.” 
 
Ranking Member James Inhofe (R-OK) 
contended that “we can’t repeat the mistakes of 
the administration in Iraq where their abrupt 
drawdown, resorted in the deteriorating 
security situation and increasing violence, 
resurgence of the Al-Qaida linked groups and 
the growth of terrorists.” He asserted that 
“[w]e must ensure that decisions about the 
feature of our mission in Afghanistan after 
2014 are based on sound strategy and the facts 
on the ground.” Inhofe said that “[n]ow to do 
that, we must trust our military commanders on 
the ground who have (sic) told me two things 
just a month ago.” He stated that “[o]ne, the 
Afghan National Security Forces (ANSF) has 
made great progress, it is now very 
overwhelming majority of brunt of fighting 
against the Taliban…[a]nd two, we need to 
continue to support in and the development of 
ANSF, specially, in the critical areas of 
developing enablers and fighting terrorists.” 
 
Dunford stated that “[a]lthough the Afghans 
require less support in conducting security 
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operations, they still need assistance in 
maturing the systems, the processes and the 
institutions necessary to sustain a modern army 
and police force…[and] [t]hey also need 
continue support in addressing capability gaps 
in aviation, intelligence and special operations.” 
He stated that “[t]o address these gaps, a 
trained advice and assist mission will be 
necessary after this year to further develop 
Afghan self- sustainability.” Dunford claimed 
that “[a] continued counter-terrorism mission 
will also be needed to ensure that Al-Qaida 
remains focused on survival and not on 
regeneration…[and] [w]ithout continued 
counter-terrorism pressure an emboldened Al-
Qaida will not only begin to physically 
reconstitute but they’ll also exploit their 
perceive victory to boost recruitment, fund 
raising and morale.” Dunford said that “[i]n 
closing, it’s fair to ask if we’re winning in 
Afghanistan…[and] I believe the answer is 
yes.”  
 
Levin remarked that “I understand you 
presented a range of options to the White 
House for the size of a post 2014 military 
presence of our forces as a part of a coalition 
to train and advise and assist the Afghans.” He 
asked Dunford to “tell us, what range of US 
troops that you would be comfortable with for 
a post 2014 military presence.” Dunford 
responded that “we’ve used the guidance that 
we received at the defense ministerial in NATO 
in February of 2013 as our primary planning 
guidance…[which] called for a force of 8 to 
12,000 NATO forces to provide, train, advise, 
assist that the Afghan core level.” He added 
that “I’m comfortable with that range and our 
ability to accomplish the train, advise mission 
with that allocation of forces.” Dunford 
claimed that “[a]nd then over and above that, 
we have always assumed in the US side that 
there would be additional thousands of forces 
to conduct counter-terrorism operations.” 

Levin said that “two-thirds of the 8 to 12,000 
NATO range, two-thirds of them would be US 
forces.” Dunford said that “as a general rule 
Chairman, we have provided two- thirds of the 
NATO force.” 
 
Inhofe asked Dunford to explain “the 
difference between transition and withdrawal.” 
Dunford stated that “[a] transition to me means 
finishing the job, allowing the Afghan forces to 
assume responsibility and supporting the 
political transition that will begin in earnest 
with the elections this April and obviously 
continued to the parliamentary elections in 
2015.” He contended that “[a] withdrawal in 
my mind means abandoning the people of 
Afghanistan, abandoning the endeavor that 
we’ve been on for the last decade and then 
providing Al-Qaida the space within which to 
begin again to plan and conduct operations 
against the west.”  
 
NSA Nomination Hearing 
 
Key Points: 

 NSA/CYBERCOM nominee questioned on 
bulk collection of telephone metadata and on 
DOD’s cyber operations and protection of its 
systems from intrusion and infiltration 

 
The Senate Armed Services Committee held a 
hearing on the nomination of Vice Admiral 
Michael Rogers to be Admiral And Director, 
National Security Agency (NSA)/ Chief, 
Central Security Services (CSS)/ Commander, 
United States Cyber Command 
(CYBERCOM.)  
 
Chairman Carl Levin (D-MI) said that the 
Committee is interested in “Admiral Rogers’ 
views on many of the same issues, including 
the qualifications of the personnel that the 
military services are making available for their 
new cyber units; the tools and data sources 
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these forces will have to work with; the ability 
of the military services to manage the careers of 
their growing cadre of cyber specialists; and the 
steps that should be taken to ensure that the 
reserve components are effectively integrated 
into the cyber mission.” He added that “[t]he 
Committee will also be interested in Admiral 
Rogers’ views on the collection of bulk 
telephone call records, the collection of the 
contents of Internet communications, and 
other NSA programs that have raised public 
concerns about threats to privacy and to civil 
liberties.” Levin said the Committee would also 
like to know “what steps, Admiral, you would 
take, if confirmed, to assess the continuing 
value of this program and to weigh that value 
against its potential impact on privacy and civil 
liberties.” 
 
Ranking Member James Inhofe (R-OK) stated 
that despite “critical strides, the lack of a cyber-
deterrence policy and the failure to establish 
meaningful norms that punish bad behavior 
have left us more vulnerable to continued cyber 
aggression.” He said that “[i]n particular, I’m 
deeply concerned about the two well publicized 
events by Iran that involved the -- an enduring 
campaign of cyber-attacks on U.S. banks and 
the financial sector, and another involving the 
exploitation of a critical Navy network.” Inhofe 
claimed that “[t]he Administration’s failure to a 
acknowledge or establish penalties for these 
actions emboldens countries like North Korea, 
Russia and China and places American 
infrastructure such as the power grid or Wall 
Street at greater risk.”  
 
Levin asked stated that “in January, the 
President ordered a transition to end the [USA 
PATRIOT Act’s] Section 215 telephone 
metadata collection programs that currently 
exist to, quote, ‘preserve the capabilities that we 
need,’ close quote, but without the government 
collecting and holding the data on call detail 

records.” He asked Rogers about the “essential 
capabilities that need to be preserved in 
transitioning the program as the president 
directed.” Rogers stated that “there’s a process 
ongoing to work through that…[b]ut one of 
my thoughts, in particular, would be the idea of 
speed, the ability to query the data, to work 
through the new mechanisms that we will put 
in place, and to do so in a timely manner to 
generate information and insight in a way that 
enables us to act in a timely way.”  
 
Inhofe quoted a Wall Street Journal article that 
stated “Iran’s infiltration of a Navy computer 
network was far more extensive than previously 
thought. It took the Navy about four months 
to finally purge the hackers from its biggest 
unclassified computer network.” He noted that 
“in your current job as commander of the fleet, 
Cyber Command means that you are the one 
responsible for defending Navy networks” and 
asked Rogers about “the consequences of 
Iranian action in cyberspace.” Rogers explained 
that “[s]pecifically, a segment of our global 
unclassified network was compromised…[and] 
[a]n opponent was able to gain access to the 
system.” He asserted that “I generated an 
operational requirement for not just to push 
them out of the network, but I wanted to use 
this opportunity to do a much more 
foundational review of the entire network, to 
use this as an opportunity to drive change 
within my own service.”  
 
HASC Subcommittee Solicits Independent 
Perspective on FY 2015 Budget Request   
 
Key Points: 

 Members focused on portions of the 
Department of Defense’s (DOD) budget 
request that would diminish U.S. security, 
including the possible retirement of a carrier 
strike group 
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 Witnesses predict readiness and modernization 
problems at funding levels set in statute in light 
of increased spending and capability by China 
and Russia 

 
On March 12, the House Armed Services 
Committee’s Seapower and Projection Forces 
Subcommittee held a hearing titled 
“Independent Assessments of the Fiscal Year 
2015 Budget Request for Seapower and 
Projection Forces.” 
 
Chairman J. Randy Forbes (R-VA) claimed that 
“the President’s [FY 2015] budget greatly 
diminishes our ability for responding to 
emerging threats and decreases our current 
readiness.” He argued that “[t]he harm in our 
budget deliberations will not be measured on 
the impact to our force structure today, but 
rather, the greatest impact will be the 
debilitating impact of the continued 
underfunding of the defense strategy and our 
hampered ability to respond to future global 
security requirements and challenges.” Forbes 
stated that “[t]he budget request supports the 
defueling of the USS George Washington but has 
not included required funds for the 
refueling…[and] [t]his $450 million deficit in 
FY 2015 may lead to a reduction in the overall 
aircraft carrier fleet from 11 to 10.” 
 
Ranking Member Mike McIntyre (D-NC) 
stated that “[t]he Navy appears to have done 
better than other services in terms of 
protecting top budget priorities, but there are 
still, of course, many challenges over the 
horizon: the future of our aircraft carrier force, 
the size of the future amphibious assault ship 
force, and the Ohio Submarine Replacement 
program.” He noted that “[g]iven the Navy’s 
budget projections, can all of these challenges 
be met -- the aircraft carrier force, the 
amphibious assault ship force, and the Ohio 
Submarine Replacement program.” McIntyre 

added that “[f]or the Air Force, I am pleased it 
was able to protect the new bomber program 
and the KC-46 tanker.” 
 
R. J. Natter & Associates President and retired 
Admiral Robert J. Natter stated that “I agree 
wholeheartedly with the Chief of Naval 
Operations Admiral Jonathan Greenert’s 
assessment that the Navy will be at high risk 
and not able to prevail in all warfare areas 
against a near peer force.” He stated that China 
and Russia are “a near peer force and we would 
be at risk with the funding and with the forces 
that we have available to us now and in the 
future.” Natter claimed that “if we go back to 
[Budget Control Act] funding levels the Navy 
will not be able to provide the force levels, the 
readiness levels that have been projected and 
provided to you in this morning’s hearing.” He 
contended that the Ohio-class submarine 
replacement “replacement is going to require 
such a huge chunk of our [Shipbuilding and 
Conversion (SCN)] funding that our industrial 
base and the ships that we’re able to deploy in 
the future is not going to be worth the paper 
it’s written on.” Natter asserted that “[u]nless 
there’s external funding made available for the 
Ohio-class replacement, our SCN line and the 
ships that we’re able to project out into the 
future are not going to be in accordance with 
the 30-year shipbuilding plan that you have 
seen.” 
 
IRIS Independent Research President Dr. 
Rebecca Grant stated that “my number one 
concern is that we prepare and posture and 
equip for a strong deterrent stance in the 
Pacific.” She asserted that “this means being 
able to retain air superiority and sea superiority 
and that freedom of maneuver even if forces of 
China or another adversary -- potential 
adversary -- adopt a confrontational stance.” 
Grant contended that “China’s not the only 
major power in the Pacific nor around the 
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world, but if we prepare for a strong deterrent 
posture there then we get our capability right 
for most of our global needs.” She remarked 
that “I think the Air Force has it largely right in 
its top three priorities with -- of F-35, KC-46, 
and the long-range strike bomber.” 
 
HAC-D Hears Testimony on FY 2015 DOD 
Budget Request 
 
Key Points: 

 Secretary Hagel and General Dempsey are 
questioned on the Department of Defense’s 
$26.4 billion in funding request above the 
current spending cap and when the Pentagon 
will submit a request for funding operations in 
Afghanistan 

 
On March 13, the House Appropriations 
Committee’s Defense Subcommittee held a 
hearing on the Department of Defense’s 
(DOD) FY 2015 budget request with testimony 
from Secretary of Defense Chuck Hagel and 
the Chairman of the Joint Chiefs of Staff 
General Martin Dempsey. 
 
Chairman Rodney Frelinghuysen (R-NJ) stated 
that “among the challenges this committee 
faces are these: First, how do we use limited 
resources in the most efficient and effective 
way that includes making certain our 
acquisition process works?” He added that 
“[s]econd, what are the risks associated with 
the decisions we make on…the size of our 
Army, Navy, Air Force and Marines? And what 
capabilities, such as the increased use of drones 
or cyber warfare, do we want our military to 
emphasize?” Frelinghuysen said that “[t]hird, 
are those risks tolerable, given the threats and 
conflicts we can responsibly be expected to 
face as a nation and as a world leader…[a]nd 
fourth, with so many demands and such limited 
resources, what specifically do we hope to 
achieve through the 2015 budget?” 

 
Ranking Member Peter Visclosky (D-IN) stated 
that “[o]n the surface, the FY 2015 budget 
request suggests stability…[h]owever, there is 
much uncertainty and change within an 
apparently stable top line.” He claimed that 
“[t]he FY 2015 budget clearly expresses a desire 
to break out of the constraints imposed by the 
Budget Control Act.” Visclosky stated that this 
“is best evidenced by the Opportunity, 
Growth, and Security Initiative, which 
recommends $56 billion in spending above the 
Bipartisan Budget Agreement, paid for with tax 
reform and mandatory spending cuts. $26.4 
billion of this is proposed for the Department 
of Defense, and will suggest, speaking only for 
myself, that those are very questionable 
assumptions.” He noted that “[t]he request 
leaves the Overseas Contingency Operations 
(OCO) funding unresolved, and I think this is a 
very serious problem that we face in the 
Congress with this Subcommittee.” 
 
Frelinghuysen said that it will be difficult for 
the Subcommittee to write a FY 2015 DOD 
appropriations act without an OCO request 
other than the $79.4 billion placeholder 
included in the budget request. Hagel 
responded that “the obvious reason is that we 
held back was the uncertainty of what decision 
is going to be made about our future presence 
in Afghanistan post 2014.” Full Committee 
Ranking Member Nita Lowey (D-NY) stated 
that “I applaud the Department for submitting 
a 2015 request that stays within the caps 
permitted in existing law, which already directs 
more than 50 percent of all discretionary 
spending to defense.” She asserted that 
“[b]arring an agreement to increase investments 
in both categories, the Department must live 
within its cap, as you well know.”  
 
Representative Kay Granger (R-TX) asserted 
that “the Joint Strike Fighter is critical to the 
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U.S. and our allies’ ability to maintain air 
superiority, but both China and Russia 
continue to dramatically increase their defense 
spending, in an effort to increase their 
influence throughout the world.” She said 
“[w]ith both countries developing stealth 
fighters, it’s likely they will export these planes 
to other countries, so what countries concern 
you the most as potential buyers of their 
aircraft, and how would those potential 
purchases impact the ability of the U.S. and our 
allies to establish and maintain air superiority in 
those regions.” Hagel answered that “we’ve put 
a premium focus on that in our prioritization, 
on the modernization of our capabilities…[and] 
[t]he Joint Strike Fighter is a good example of 
that…[a]nd that’s what we’re committed to 
do.” Hagel added that “we’re always in a 
competitive race with adversaries who are 
upgrading and financing that upgrading, but we 
have to play our game.” 
 
Visclosky asked “[a]re there still readiness holes 
that we should be concerned about if [the $26.4 
billion Opportunity, Growth, and Security] 
initiative is not adopted.” Dempsey responded 
that “some of you will remember that three 
years ago we highlighted the fact that coming 
out of 12 years of…fighting a particular kind of 
conflict that even if we didn't have this 
challenge called the Budget Control Act…it 
would take us a few years to restore our 
readiness in terms of resetting the force after 
having worked it for so hard for so long.”  
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH 

 
House Approves SGR Fix Legislation with 
ACA Offset; Prospects for Senate Bill 
Unclear 
 

Key Points: 

 House passes permanently doc fix repeal paid 
for by delay of ACA’s individual mandate 

 White House issues veto threat; Senate 
unlikely to advance bill with current pay-for 

 Current SGR patch set to expire on April 1 
 
On Friday, the House voted 237-182 to 
approve the “SGR Repeal and Medicare 
Provider Payment Modernization Act” (H.R. 
4015,) legislation that would permanently 
repeal the Medicare Sustainable Growth Rate 
(SGR) and replace it with a positive payment 
update for physicians of 0.5 percent over each 
of the next five years. In 2019, physicians 
would be able to begin earning additional 
payment adjustments for meeting certain 
benchmarks. 
 
The bill was introduced in the House by 
Representative Michael Burgess (R-TX) and 
has bipartisan support in the House and Senate. 
However, the revenue offset that was added to 
the bill this week would delay the Affordable 
Care Act’s (ACA) individual health insurance 
mandate, which is opposed by many House 
Democrats and is likely to be a non-starter in 
the Democratic controlled Senate. The 
Administration has also issued a veto threat of 
the legislation, arguing that the bill would result 
in higher premiums and more uninsured 
Americans.  
 
Specifically, the House bill would delay the 
individual mandate through 2019, which the 
Congressional Budget Office (CBO) estimated 
would save nearly $170 billion. Congressional 
Republicans assert that the provision simply 
provides the same relief for individuals that the 
Administration has provided to businesses, but 
many Democrats say that the proposal 
represents a partisan effort that will stall 
progress on efforts to secure a permanent doc 
fix by March 31. A Democratic substitute 
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amendment was submitted by Representative 
John Tierney (D-MA) that proposed to partially 
offset the cost of the measure by capping 
spending on Overseas Contingency Operations 
(OCO) for Fiscal Years 2016 through 2021. 
  
The American Medical Association (AMA), 
which has advocated a permanent SGR fix, 
sent a letter to Congressional leaders saying 
that the policy would become law only if 
Congress “collaborates in a bipartisan manner 
to resolve the fiscal matters associated with the 
legislation.” 
 
Congress must take some type of action – 
either permanent or temporary, prior to April 1 
to prevent the scheduled 24 percent cut to 
Medicare payments. The alternative to a 
permanent fix remains a shorter-term 9 or 21 
month patch that would prevent cuts from 
occurring until the end of 2014 or 2015. The 
cost of this package would be significantly 
lower than permanent repeal, which CBO 
estimated to be $138 billion.  
 
CMS Nixes Part D Rule 
 
Key Points: 

 Proposal would have established new criteria 
for protected drug classes under Part D 

 Bipartisan concerns had been raised among key 
health leaders in Congress 

 Republicans drop plan to prevent HHS from 
implementing rule 

 
On March 10, the Centers for Medicare and 
Medicaid Services (CMS) announced in a letter 
to House Energy and Commerce Committee 
Ranking Member Henry Waxman (D-CA) that 
it would not move forward with a proposal to 
change the six classes of protected drugs under 
the Medicare Part D program.  
 

Last week, CMS Principal Deputy 
Administrator Jonathan Blum testified before 
the House Energy and Commerce Committee, 
and defended the rule amid bipartisan concerns 
that the adjustments to the protected classes 
could have a negative impact on seniors and 
vulnerable populations. Health Subcommittee 
Chairman Joe Pitts (R-PA) argued that the 
policy would increase drug costs for seniors 
and reduce plan choices by essentially 
eliminating preferred pharmacy networks 
(PPNs). Committee Republicans charged that 
the proposal would have unlawfully allowed 
HHS to interfere in price negotiations under 
Part D. Bipartisan Members of the Senate 
Finance Committee had also weighed in last 
month with CMS to express various concerns 
about the potential changes.  
 
Subsequent to the Administration’s 
announcement, House Republicans decided to 
shelve the “Keep the Promise to Seniors Act of 
2014” (H.R. 4160) legislation introduced by 
Representative Renee Ellmers (R-NC) that 
would have prevented the Department of 
Health and Human Services (HHS) from 
implementing the proposed changes. House 
Majority Leader Eric Cantor (R-VA) said that 
the House could bring up the legislation at a 
later time if CMS gives further consideration to 
these changes.  
 
The Rule was published on January 10 and was 
set to be finalized in April. CMS Administrator 
Marilyn Tavenner said that the agency still 
intended to finalize a number of consumer 
protection proposals that were under 
consideration.   
 
Sebelius Testifies on HHS 2015 Budget 
 
Key Points: 

 House panel questions Sebelius on ACA 
enrollment data; upcoming deadline 
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On March 12, Secretary of Health and Human 
Services (HHS) Kathleen Sebelius testified 
before the House Ways and Means Committee 
on the agency’s Fiscal Year 2015 budget 
proposal. Committee Members focused many 
of their questions on issues related to the ACA, 
including numerous questions about the 
February enrollment numbers that were 
released this week. Chairman Dave Camp (R-
MI) said that the Administration failed to meet 
its enrollment targets and did not sign up 
enough young, healthy individuals to prevent 
premium increases. He cited a recent 
Congressional Budget Office (CBO) report that 
projected the U.S. economy would see a decline 
in the number of full-time equivalent workers 
by about 2 million in 2017 as a result of the 
ACA.  
 
Sebelius stated that enrollment in the ACA 
exchanges increased 29 percent in February, 
bringing the total number of enrollees to 4.2 
million. She described the HHS budget request 
as a “job creator” that invests in industries that 
are growing the economy, such as the 
healthcare workforce through increased 
funding for Graduate Medical Education 
(GME).   
 
Numerous Committee Republicans expressed 
frustration that HHS continues to be unable to 
provide information on how many enrollees 
have made premium payments. Sebelius replied 
that enrollees make these payments to 
insurance companies and that the government 
is not involved in that process. She pledged to 
share information with the Committee and the 
public once HHS has the data.   
 
In response to questions from Committee 
Members, Sebelius indicated that the 
enrollment deadline would not be extended 
beyond March 31. This week, Representative 

Kurt Schrader (D-OR) offered legislation (H.R. 
4210) that would extend the initial open 
enrollment period for the ACA, which would 
allow individuals to sign up for coverage until 
the end of April.  
 
When asked if healthcare premiums are 
expected to increase in 2015, Sebelius 
responded that premiums are likely to increase 
in future years, but asserted that the rate 
increases will be at a much slower rate than 
prior to the ACA.  
 
House Panel Holds Hearing on MA Plans 
 
Key Points: 

 CMS has proposed a 1.9 percent MA 
payment cut for CY 2015 

 Republicans argue that MA plans cannot 
sustain the series of cuts that have been 
imposed in recent years 

 
On March 13, the House Energy and 
Commerce Committee’s Health Subcommittee 
held a hearing featuring testimony from several 
Republican legislators that have proposed 
legislation relating to Medicare Advantage 
(MA) plans. The hearing examined the Centers 
for Medicare and Medicaid Services (CMS) 
Advance Notice outlining cuts to MA plans for 
calendar year 2015. Health Subcommittee 
Chairman Joe Pitts (R-PA) said that the ACA 
cut more than $700 billion from Medicare, 
including more than $300 billion in cuts to 
Medicare Advantage. Taken together with 
further cuts to MA plans in 2013 and the 
Advance Notice outlining further changes to 
MA payments for 2015, Pitts suggested these 
cuts may result in “plan exits, reductions in 
service areas, reduced benefits, provider 
network changes, and MA plan disenrollment.” 
   
Subcommittee Ranking Member Frank Pallone 
(D-NJ) said that MA enrollment has increased 
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by nearly one-third, premiums have decreased, 
and more MA plans hold ratings of at least 
“three stars” since the ACA become law. He 
acknowledged claims that MA cuts could have 
a negative impact on the market but suggested 
that these cuts are not new to the program and 
that the plans are prepared for payment 
reductions. He said that removing 
overpayments to MA plans is the right policy 
and that the inequalities in the system hurt the 
majority of Medicare beneficiaries.  
 
A variety of House Republican proposals were 
discussed at the hearing, including: 

 “Preserving Health Savings Accounts 
for Medicare Beneficiaries Act” (H.R. 
4180), to permit rollovers from HSAs 
to MA Medical Savings Accounts 
(MSAs);  

 “Seniors Right to Know Act” (H.R. 
4201), to require organizations to 
disclose information on the changes 
made to their MA plan pursuant to 
changes required by ACA;  

  “Advantage of Medicare Advantage for 
Minorities and Low-Income Seniors 
Act of 2014” (H.R. 4211) which directs 
the Government Accountability Office 
(GAO) to study the number of 
minority and low-income seniors 
enrolled in MA plans, and to assess the 
impacts of MA payment reductions 
resulting from the ACA and other 
regulatory actions; and 

 “Medicare Beneficiary Preservation of 
Choice Act” (H.R. 2453), to restore the 
MA open enrollment period that 
permitted seniors to change MA plans 
once annually between January and 
March.  

 
Meanwhile, a bipartisan letter circulated this 
week by Representatives Bill Cassidy (R-LA) 

and John Barrow (D-GA) urged CMS to 
maintain MA payments at 2014 levels was 
signed by 204 House Members. It warned CMS 
that the proposed cuts will “jeopardize 
beneficiary access to the high quality care these 
plans provide.”  
 
Upcoming Hearings and Events 
 
March 25 
FY2015 HHS Appropriations: The Labor, 
Health and Human Services, Education, and 
Related Agencies Subcommittee of House 
Appropriations Committee will hold hearings 
on proposed fiscal 2015 appropriations for 
agencies, programs and activities under its 
jurisdiction 
 
March 26 
Medicare Fraud: The Senate Special Aging 
Committee will hold a hearing on preventing 
Medicare fraud. 
 
TBD 
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."  
The hearing was originally scheduled for March 
3.  
 

For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
TRANSPORTATION AND 
INFRASTRUCTURE  
 
Appropriations Subcommittee Questions 
Foxx on FY 2015 Budget Request 
 
Key Points: 
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 Members focused on the NHTSA 
investigation of GM’s recall, Highway Trust 
Fund insolvency, and the FAA’s NextGen 
project 

 
On March 13, the Senate Appropriations 
Committee’s Transportation, Housing and 
Urban Development, and Related Agencies 
Subcommittee held a hearing entitled “FY 2015 
Budget Request for the Department of 
Transportation.” Topics discussed in the 
hearing included, but were not limited to: 
shortfalls in the Highway Trust Fund (HTF); 
funding for crude oil transport; safety review 
procedures; airport programs; aviation 
technology; and, the “Moving Ahead for 
Progress in the 21st Century” (MAP-21) (P.L. 
112-141). 
 
Chairman Patty Murray (D-WA) noted many 
Americans are still struggling and Congress 
must focus on investments that create jobs and 
improve the economy as well as transportation 
safety. She said the HTF may be insolvent as 
early as this summer and if Congress does not 
act, revenue short falls will increase 
dramatically in future years. She expressed 
support for the President’s priority of funding 
critical infrastructure through closing tax 
loopholes in the corporate tax code. She said 
helping create jobs “at home…is good for our 
budget, good for our economy, and makes 
sense.” She expressed support for the 
Department of Transportation’s (DOT’s) 
investment in freight networks. Murray 
expressed support for the President’s budget 
proposal, doubling the funding. She called for 
DOT “to be a leader in innovation and safety,” 
including improvements to how oil is 
transported. She called for DOT to be a leader 
in aviation and continue its investment in 
NextGen. Murray noted concerns that the 
Federal Aviation Administration (FAA) has not 
been able to transfer the investment in 

NextGen into actual advances. She expressed 
support for FAA integration of small 
unmanned systems and called for more 
progress in this area. 
 
Ranking Member Susan Collins (R-ME) said 
the budget proposal is “very controversial” and 
expressed concern that it contains “unrealistic 
assumptions” for solving the HTF financing 
problems. She said this short term solution 
“kicks the can down the road” and does not 
solve the underlying funding problems. She 
noted concerns regarding the HTF shortfall 
and the impact this will have on the economy 
during the “prime construction season.” She 
expressed support for the Administration’s 
view of investing in transportation but stressed 
that spending must be responsible. She called 
for developing a realistic plan for investing in 
transportation while also reducing 
unsustainable debt and deficit. Collins 
expressed support for critical infrastructure 
investment and an increase in the efficiency of 
federal programs. She noted the budget’s 
investment in technology, particularly the 
FAA’s NextGen project. Collins stressed the 
project has been plagued by delays and out of 
control spending. She emphasized support for 
rural airports and communities. She expressed 
support for DOT’s concern for the safe 
transportation of crude oil and other energy 
products and called for expediting the safety 
standards. 
 
Murray asked about the recent General Motors 
(GM) recall of 1.6 million vehicles for faulty 
ignitions and why it took almost a decade for 
the serious safety defect to be reported. She 
asked how DOT can get the industry to take 
timely safety reporting seriously. Secretary of 
Transportation Anthony Foxx said the DOT is 
conducting an aggressive investigation into 
GM’s timing of the recall. He said the National 
Highway Transportation Safety Association 
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(NHTSA) has worked with hundreds of 
millions of vehicles to ensure the public is safe. 
He noted that over the last decade there were 
complaints related to this vehicle but the data 
was inconclusive. He said NHTSA is reviewing 
its policies and procedures for investigations to 
improve its results. He stressed that these 
situations get the attention of the entire 
industry and DOT will enforce timeliness. 
Murray said the recall shows DOT failed to 
open an investigation after many incidents and 
asked if NHTSA was missing key data. Foxx 
emphasized that NHTSA is a data driven 
organization and results of three crash 
investigations were inconclusive. He said if 
DOT had known there was an issue, there may 
have been a different outcome from the initial 
crash investigations. He reiterated that DOT is 
examining the facts and will review its internal 
procedures to address those issues.  
 
Collins asked if there is a certain threshold that 
triggers an investigation by NHTSA. Foxx said 
NHTSA reviews a lot of data and it will depend 
on the exact circumstances of each 
investigation. He stated that as NHTSA gets 
more information on the GM recall, it may 
discover it needs to change its process and 
stressed DOT is “always looking for ways to 
improve.” Collins asked about the “imbalance” 
in the budget proposals 60 percent increase in 
transit spending but only 17 percent increase in 
highway spending. Foxx said there is still $199 
billion dedicated specifically to highways and 
only $72 billion to transit, so there is still a 
significant investment. He said the transit 
increase is due to the challenge of legacy transit 
systems needing repair and fast growing areas 
in the U.S. who will be overwhelmed with 
population surges. Collins reiterated that the 
increase is biased to urban states that have 
more mass transit than rural states. She asked 
Foxx about DOT’s Hours of Service 
regulations that limit the number of hours a 

commercial truck driver can drive. She said it is 
extremely complicated and result in a reduction 
in driver’s wages and company productivity. 
She expressed concern regarding the DOT’s 
justifications for the regulation. Foxx said he 
will submit more information for the record 
and stressed DOT’s goal is to keep truck 
drivers and everyone using the transportation 
system safe.  
 
Hearing Focuses on Trust Fund Shortfalls 
and Administration’s Proposed Surface 
Transportation Reauthorization 
 
Key Points: 

 Members asked the Department of 
Transportation’s modal administrators about 
timing and effects of High Trust Fund 
insolvency, potential programmatic changes in 
the next reauthorization, and about the White 
House’s forthcoming four-year $302 billion 
reauthorization  

 
On March 12, the House Transportation and 
Infrastructure Committee’s Highways and 
Transit Subcommittee held a hearing titled 
“Oversight of the U.S. Department of 
Transportation’s Implementation of MAP-21 
and Fiscal Year 2015 Budget Request for 
Surface Transportation.” 
 
Subcommittee Chairman Tom Petri (R-WI) 
stated that a surface transportation 
reauthorization bill is a priority for the 
Committee and that he was pleased that the 
Department of Transportation (DOT) intends 
to send a reauthorization proposal to Congress 
“sometime in the near future.” He expressed 
support for reforms “The Moving Ahead for 
Progress in the 21st Century Act” (MAP-21) 
(P.L. 112-141) has made in expediting the 
project delivery process and increasing the 
transparency and accountability of 
infrastructure projects.  
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Subcommittee Ranking Member Eleanor 
Holmes Norton (D-DC) stated that the 
changes made in MAP-21 will take “years to 
put in place” before the reforms envisioned in 
the legislation can be realized. She contended 
that short term reauthorization legislation is not 
an effective solution to addressing 
infrastructure needs. She warned that DOT is 
preparing to ration funding for projects funded 
though authorization under MAP-21 because 
of the impending insolvency of the Highway 
Trust Fund. She said DOT will not allocate any 
new funding for surface transportation projects 
until a new funding source is identified, 
describing the situation as a potential 
“unmitigated disaster.” She stressed that the 
Committee must develop a new “template” for 
funding the Highway Trust Fund.  
 
Representative Peter DeFazio (D-OR) asked 
how soon will DOT adjust or delay 
reimbursement to states from the Highway 
Trust Fund. Acting Under Secretary of 
Transportation for Policy Peter Rogoff 
reiterated that DOT has established thresholds 
of $4 billion for the highway account and a $1 
billion for transit account as the points at 
which funding would start to be rationed.  He 
expressed concern that the projection for the 
funding of the Highway Trust Fund is worse 
than originally expected. He observed that 
states transit agencies will reevaluate their 
projects before DOT limits are hit, meaning 
that the impact of a potential default will be felt 
even sooner. 
 
Representative Roger Williams (R-TX) noted 
that the FY2 015 budget proposal includes 
funding for Positive Train Control (PTC) 
through 2018, and asked whether the 
Administration intended to delay to 2015 
deadline for full PTC implementation. Rogoff 
conceded that the Administration understands 

that the 2015 deadline will be hard to meet, but 
that it will keep the deadline in place while 
recognizing not all operators will be fully 
operational by the deadline.   
 
Senate Committee Weighs Issues Facing 
U.S. Aviation Industry 
 
Key Points: 

 Members discussed the economic preferences 
provided to foreign manufacturers, NextGen, 
and airline ticket fees and taxes  

 
On March 13, the Senate Commerce, Science 
and Transportation Committee’s Aviation 
Operations, Safety, and Security Subcommittee 
held a hearing titled “The U.S. Aviation 
Industry and Jobs: Keeping American 
Manufacturing Competitive.”  
 
Chairman Maria Cantwell (D-WA) said that in 
2009 the U.S. civil aviation sector accounted 
for over 10 million jobs and 5.2 percent of 
GDP. She stated that a growing global middle 
class and the need to replace aging, inefficient 
planes will drive the aviation manufacturing 
industry. She noted that forecasts call for over 
35,000 new commercial planes is the next 20 
years, which provides an opportunity for the 
U.S. aviation industry. She indicated that 80 
percent of new planes will be sold outside the 
U.S., with every third plane being sold in the 
Asian market. She noted that the European 
Union (EU) is continuing to make significant 
investments in aviation manufacturing and 
government-backed competitors in China, 
Brazil, Russia, and Canada have emerged as 
competition. Cantwell said she plans to move 
forward on new aviation job training and 
apprentice programs. She noted that the 
manufacturing of the Boeing 777X moving 
back to the U.S. is an opportunity to show that 
the American workforce delivers the best 
aviation product.  
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Ranking Member Kelly Ayotte (R-NH) noted 
that the economic downturn, volatile oil prices, 
and 9/11 have challenged the U.S. aviation 
industry. She said the U.S. has an outdated and 
inefficient air traffic control system and an 
aging workforce. She added that the aviation 
industry has been burdened by onerous tax and 
regulatory demands. She said increasing, 
sometimes unfair, competition will force the 
U.S. industry to innovate in areas like smarter 
aircrafts and alternative fuels. She said 
Congress needs to collaborate with industry 
and labor to develop a Federal Aviation 
Administration (FAA) reauthorization bill that 
will help the industry thrive. 
 
Cantwell asked what the U.S. needs to do to 
remain competitive in single-aisle plane 
manufacturing. Boeing President, Chief 
Operating Officer, and Vice Chairman Dennis 
Muilenburg said the U.S. needs to continue to 
invest in aerospace R&D and that the Wolrd 
Trade Organization (WTO) compliance panel 
should conclude its evaluation of Airbus. He 
added that the Export-Import Bank is an 
important financing mechanism to enable U.S. 
aircraft manufacturers to take advantage of the 
growing international market. He stressed the 
importance of investing in STEM programs 
that will produce engineers and other highly 
skilled workers. 
   
Ayotte asked what taxes currently factor into 
airline ticket prices and what Congress can do 
to address taxation issues. Airlines for America 
President and Chief Executive Officer Nicolas 
Calio responded that federal taxes and fees 
account for $61 of a $300 dollar airline ticket. 
He said reforming the air traffic control system 
could reduce its funding needs resulting in 
lower taxes. Senator Amy Klobuchar (D-MN) 
asked if Export Control List reform has 
benefited exporters and whether more reform 

is needed. Muilenburg responded that reform 
has benefited manufacturers of commercial and 
defense aircrafts and urged further aggressive 
reform. 
 
Full Committee Ranking Member John Thune 
(R-SD) noted that European Union (EU) 
negotiators are considering extending the 
current Emissions Trading System (ETS) 
moratorium for international flights through 
2016 and asked the panel how the expiration of 
the “stop the clock” moratorium would affect 
U.S. aviation competitiveness and consumers. 
Calio said Congress will need to remain vigilant 
on the issue because if the moratorium is 
repealed U.S. aviation interests will be harmed. 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201. Nicole 
Ruzinski, Greg Frink and Luc Rogers contributed to 
this report.  
 
TECHNOLOGY 
 
DOD IT and Cyber Hearing 
 
Key Point: 

 Subcommittee Members asked about the IT 
acquisition practices of the DOD, offensive 
and defensive cyber capabilities, and the Joint 
Information Environment 

 
On March 12, the House Armed Services 
Committee’s Intelligence, Emerging Threats 
and Capabilities Subcommittee held a hearing 
titled “Information Technology and Cyber 
Operations: Modernization and Policy Issues in 
a Changing National Security Environment.” 
 
Chairman Mac Thornberry (R-TX) noted the 
House Armed Services Committee and all its 
Subcommittees have undertaken an effort to 
improve the acquisition practices of the 
Department of Defense (DOD). He 
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emphasized a particular concern for how DOD 
can “put up to date technology in the hands of 
the warfighter in a timely and cost effective 
manner.” He said broader reform efforts being 
undertaken in cooperation with the Senate, 
DOD, and private sector will provide 
opportunities for new improvements. He 
stressed the importance of cyber operations 
and ensuring the military is prepared to defend 
the nation in cyber space. He emphasized 
widespread agreement for funding and 
development of policies and programs to 
protect the nation.   
 
Ranking Member James Langevin (D-RI) said 
information systems are the “lynchpin” of the 
military. He stressed that cyber is “one of the 
only growth areas in the DOD budget.” He 
expressed concern about leaks by Edward 
Snowden and asked about the lessons have 
been learned to prevent these leaks in the 
future. He noted the complexities of 
contracting for IT services and asked about 
work being done to prevent problems. He 
expressed concern about personnel retention 
and growth, particularly the use of the 
Reserves. He expressed concern that malware 
attacks will occur before the Joint Information 
Environment (JIE) comes online. He called for 
an update about any advancement in security 
for critical infrastructure networks, particularly 
the enterprises that support the DOD. 
 
Thornberry asked how the threat and U.S. 
capabilities to respond to that threat have 
changed over the last four years. United States 
Cyber Command Commander/National 
Security Agency (NSA) Director General Keith 
Alexander said the technical capabilities have 
changed the most and emphasized that today 
the necessary authorities are lacking. He 
stressed the need to be ready for destructive 
attacks. He noted the U.S. has the capabilities 
but no authority to respond to attacks in 

private industry. He expressed support for 
training that is already being done so personnel 
are prepared to respond once the authority is in 
place. Thornberry asked DOD Chief 
Information Officer Theresa Takai who is in 
charge of JIE. Takai said that her office is in 
charge of implementation and the requirements 
for JIE come from U.S. Cyber Command 
(CYBERCOM) and go through the Joint Staffs 
process to form “validated requirements.” She 
stated it is not a program of record because it 
does not seek individual funding, but noted 50 
percent of overall IT spending is in 
infrastructure. 
 
Langevin asked about coordination between 
electronic warfare components and cyber 
components. Takai said the difficulty in 
electronic warfare is keeping up with the rapid 
developments. She noted Secretary of Defense 
Chuck Hagel’s recent instruction to develop a 
governance process to drive convergence of 
these components. Alexander said electronic 
warfare and cyber are coming closer together 
and stressed the effects are overlapping. He 
noted the intention is to bring these into the 
same domain. 
 
Representative Susan Davis (D-CA) asked if 
there are any problems working with the 
private sector. Alexander said there are issues 
with sharing data and, particularly, liability 
protection. He called for some protection for 
the private sector when it implements 
protection for the government, in good faith 
that inadvertently cause a slight disruption to 
the system. He called for a way to understand 
when private industry is under attack. 
 
Ruppersberger May Soon Introduce A Bill 
To Reform NSA Data Storage Practices 
 
Key Points: 
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 The House Intelligence Committee may 
produce a bill that would allow the NSA to 
request searches of telephone companies’ 
metadata 

 The bill could be unveiled before the March 28 
deadline for the review directed by the President 

 
The Ranking Member on the House 
Intelligence Committee stated in an interview 
this week that he is developing a potential 
consensus proposal under which the National 
Security Agency (NSA) would stop holding 
bulk telephone metadata. Representative Dutch 
Ruppersberger (D-MD) asserted that “[w]e 
need to end the bulk collection by NSA, but 
also preserve the important capability that the 
NSA needs to keep our country safe.” He 
claimed that he is “very close” to agreement 
with Chairman Mike Rogers (R-MI) on a 
package that would reportedly allow the NSA 
to conduct targeted searches on data currently 
held by telephone companies. This would be a 
change from the programs opposed by many 
civil liberties and privacy advocates under 
which the NSA collected and held considerable 
volumes of metadata for future potential 
searches. Ruppersberger stated that “[w]e’ve 
got to have legislation that will take away the 
concern and perception that people are being 
listened to.”  
 
In a separate interview this week, Rogers 
remarked that “I’ve been working with Dutch, 
with other colleagues in the House, to try to 
put something together that protects, that 
continues to protect, civil liberties, that allows 
us to keep the fundamental portions of our 
counter-terrorism programs.” He added that 
“[w]e think we’re getting close to a deal.” 
Rogers stated that he and Ruppersberger have 
been working with the White House on 
legislative language to change the US 
PATRIOT Act Section 215 authority the NSA 

has been utilizing for bulk collection of 
metadata.  
 
In January, President Barack Obama 
“instructed the intelligence community and the 
Attorney General to use this transition period 
to develop options for a new program that can 
match the capabilities and fill the gaps that the 
Section 215 program was designed to address 
without the government holding this meta-data, 
and report back to him with options for 
alternative approaches before the program 
comes up for reauthorization on March 28.”  
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201. Nicole 
Ruzinski contributed to this report. 
 
This Week in Congress was written by Laura 
Simmons.  
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