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TAXES 
 
House Passes Budget; Senate Votes on 
Dozens of Amendments and Adopts 
Budget  
 
Key Points: 

 House passes FY 2016 Budget Resolution 
 Senate passes FY 2016 Budget Resolution 

after hours of consideration on hundreds of 
amendments during the process known as 
“vote-a-rama” 

 
This week, both the House and Senate 
considered and passed their respective FY 2016 
budget proposals on the House and Senate 
floor. In a 228-199 vote, the House adopted 
the Republican budget, (H. Con. Res. 27) 
which includes tax principles to lower rates on 
individuals, pass-through entities and 
corporations as well as transition to a territorial 
international tax regime, repeal the alternative 
minimum tax (AMT) and the tax provisions in 
the “Affordable Care Act.” It also contains 
reconciliation instructions to the House Ways 
and Means Committee to identify $1 billion 
worth of deficit-cutting moves over the next 
decade. 
 

The Senate passed their budget early Friday 
morning in a 52-46 vote.  Senate floor 
consideration began on the budget resolution 
early in the week and took the form of an 
exercise generally nicknamed “vote-a-rama,” 
where Senators could file unlimited 
amendments to the budget resolution and held 
marathon sets of votes on select amendments.  
These votes are not binding on substantive 
policy but are used for political contrasting and 
positioning, as well as getting a vote on the 
record on an issue. Although there were 
multiple tax related amendments filed, only a 
few were taken up for a vote. Senator John 
Thune (R-SD) offered an amendment to repeal 
the estate tax, which passed in a 54-46 vote. 
Senator Michael Bennet (D-CO) offered an 
amendment to extend section 179 immediate 
expensing, which passed by voice vote. Senate 
Finance Committee Ranking Member Ron 

This Week in Congress 

 House – The House passed H. Con. Res. 27 to establish the budget for FY 2016 and 
set forth appropriate budgetary levels for fiscal years 2017 through 2025.  The House 
also passed the “Medicare Access and CHIP Reauthorization Act of 2015” (H.R.2).   

 Senate – The Senate passed its FY 2016 budget resolution (S. Con. Res. 11).  
 
Next Week in Congress 

 House – The House will be in recess. 

 Senate – The Senate will be in recess.  
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Wyden (D-OR) offered an amendment to 
expand certain refundable tax credits which 
passed in a 73-27 vote and Senate Finance 
Committee Chairman Orrin Hatch (R-UT) 
offered an amendment to reduce the corporate 
tax rate which passed by voice vote.  Although 
not directly on tax, the Senate also approved by 
59-41 a Senator Rob Portman (R-OH) 
amendment to improve the dynamic scoring 
provisions in the budget resolution.   
 
Several tax-related amendments were rejected, 
including one rewarding companies that pay 
“fair wages” and keep jobs in the U.S. and 
removing tax breaks from companies that 
relocate overseas by Senator Dick Durbin (D-
IL) which failed by 46-54.  The Senate also 
rejected proposals to target inversions and tax 
benefits for companies moving overseas by 
Senator Debbie Stabenow (D-MI); as well as 
limiting corporate executive compensation (by 
Senator Jack Reed, D-RI); and to increase taxes 
to fund new pre-school programs (by Senator 
Patty Murray, D-WA). 
 
Of note, during budget consideration Hatch 
said that tax reform has virtually no chance of 
proceeding without participation from the 
President.  Last week Hatch said that the 
Finance Committee is not ready for tax reform 
right now, indicating little possibility of using 
reconciliation instructions to advance any sort 
of tax overhaul.  
 
The path forward for the respective budgets is 
that the House and Senate Republicans will 
meet to work out the differences in their 
respective budgets.  Recall that the budget is a 
Congressional process that does not require 
Presidential signature, so Republicans in 
Congress only need to agree among 
themselves. While there are differences 
between the two chambers’ budget plans, there 
is a very strong incentive to reach a deal that 

can include reconciliation instructions that 
allows for expedited consideration of certain 
bills in the Senate.  The budget also sets top 
line spending numbers for annual 
appropriations bills.  There is little expectation 
that tax reform will be considered under 
reconciliation; though the dynamic scoring 
rules, if adopted, could assist Republicans with 
a more growth-oriented scoring of any reform 
proposals. Though budget resolutions are non-
binding on policy issues, however they signal 
important policy considerations on taxing and 
spending for the coming fiscal year.   
 
House Ways and Means Committee 
Favorably Reports Bill to Repeal the Estate 
Tax 
 
Key Points: 

 House Ways and Means Committee favorably 
reports bill to repeal the estate tax 

 Bill expected on House floor week of April 13 
 
This week the House Ways and Means 
Committee marked up several tax-related bills 
and favorably reported in a 22-10 vote, 
legislation to repeal the estate tax. The “Death 
Tax Repeal Act of 2015” (H.R. 1105), 
sponsored by Representative Kevin Brady (R-
TX), would repeal the estate tax and the 
generation-skipping transfer tax and retains the 
gift tax with a top marginal gift tax rate of 35%.  

Upcoming Dates 
March 31, 2015: SGR patch expires 
(aka Doc Fix) 
May 2015: Highway Trust Fund patch 
and MAP-21 extension expires 
June 30, 2015: Export-Import Bank 
reauthorization expires 
September 30, 2015: FAA 
reauthorization expires and FY 2015 
ends 
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In anticipation of the mark up, the Joint 
Committee on Taxation issued a description of 
the bill including a repeal score which estimates 
the policy change would cost the federal 
government $268.9 million over 10 years. Even 
if the bill is voted on by the House, it is very 
unlikely to receive support from the 
Administration which recently included a 
proposal to repeal stepped up basis on 
inheritance at death.  The bill and several 
others making reforms to the Internal Revenue 
Service (IRS) may come to the House floor the 
week of April 13, to coincide with the April 15 
due date for individual returns. 
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Tess 
Illos contributed to this report.     
 
FINANCIAL SERVICES 
 
House Financial Services Committee 
Holds Hearing on SEC Budget and 
Agenda 
 
Key Points:  

 Multiple Republican Committee Members 
raise concern with the Department of Labor’s 
proposed fiduciary rules. 

 Other topics raised included the impact of the 
Volcker Rule on the fixed income market, 
equity market structure, insider trading, asset 
management industry, and FSOC and 
systemically important financial institution 
designations. 

 
On March 24, the House Financial Services 
Committee held a hearing entitled “Examining 
the SEC’s Agenda, Operations, and FY 2016 
Budget Request.” Securities and Exchange 
Commission (SEC) Chair Mary Jo White 
testified. Many topics were discussed at the 
hearing, including the SEC’s efforts on a 
unified fiduciary duty for broker-dealers and 

investment advisers as well as the Department 
of Labor’s (DOL) fiduciary proposal. A 
number of members expressed concern about 
the DOL proposal and whether the SEC is 
working with DOL to ensure low- and middle- 
income Americans retain access to retirement 
advice. Ranking Member Waters (D-CA) 
commended White for supporting a uniform 
fiduciary duty rule. She also noted the 
importance for the SEC and DOL to 
coordinate their rulemakings, but emphasized 
that the two agencies have different missions. 
White agreed that the DOL and the SEC have 
different missions and will move forward on 
separate rules. 
 
Chairman Jeb Hensarling (R-TX) and 
Representatives Scott Garrett (R-NJ), Randy 
Neugebauer (R-TX), Robert Pittenger (R-NC), 
Mick Mulvaney (R-SC), Roger Williams (R-TX) 
and Mia Love (R-UT) raised concerns that the 
Volcker Rule is negatively affecting the liquidity 
in the bond markets. Hensarling asked if the 
Volcker Rule has contributed to the problems 
in the bond markets, to which White 
responded that this question cannot be 
answered at this stage. 
 
Representative Carolyn Maloney (D-CA) asked 
about the status of the SEC’s initiatives 
regarding the asset management industry. 
White said the data reporting initiative is 
further along than the others, but that she 
hopes to complete all of them this year. She 
stated that the initiatives will be acted upon as 
they are ready, which should begin in the third 
quarter of this year. Representatives Ed Royce 
(R-CA) and Dennis Ross (R-FL) expressed 
opposition to applying systemically important 
financial institution (SIFI) designations to asset 
managers. 
 
Representatives Sean Duffy (R-WI) and John 
Carney (D-DE) asked about the status of the 
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SEC’s tick size pilot program. White said the 
comment period on the tick size pilot program 
has closed. She noted that the SEC has 
received a large number of comments, 
particularly regarding the “trade-at” feature and 
the length of the pilot. She noted that the SEC 
has a May 6, 2015 “date to act” and intends to 
comply with that.  
 
Representative Stephen Lynch (D-MA) said he 
recently introduced the “Maker-Taker Conflict 
of Interest Reform Act” (H.R. 1216). He 
expressed concern that brokers are chasing 
order flow and rebates, rather than acting in the 
best interest of investors. He expressed support 
for implementing a pilot program which would 
prohibit rebates on fifty highly traded stocks. 
White said the SEC is closely examining the 
maker-taker model as part of its market 
structure review. She stated that there are a 
number of complexities associated with 
conducting a maker-taker pilot program, but 
that it is “a possibility.” She said the maker-
taker model will be an early subject for the 
Equity Market Structure Advisory Committee, 
which will hold its first meeting in May. 
 
House Panel Holds Hearing on the FDIC 
Role in Operation Choke Point 
 
Key Point: 

 Republican Committee Members expressed 
concern that the FDIC targeted specific 
industries as part of Operation Choke Point. 

 
On March 24, the House Financial Services 
Committee’s Oversight and Investigations 
Subcommittee held a hearing entitled “The 
Federal Deposit Insurance Corporation’s Role 
in Operation Choke Point.” Federal Deposit 
Insurance Corporation (FDIC) Chairman 
Martin Gruenberg testified.  
 

Chairman Sean Duffy (R-WI) suggested that 
the FDIC must work to repair the business 
relationships damaged by the FDIC high risk 
list. He stated that FDIC staff has contended 
that they did not cooperate with the 
Department of Justice (DOJ) on Operation 
Choke Point. He said Committee Members 
have heard from many constituents that FDIC 
examiners are “making morally based directives 
on what is legal and law abiding for businesses 
as they find banking partners.” Duffy said 
examiners are warning banks about the 
reputational risk associated with payday 
lenders, gun dealers, short-term lenders, 
ammunition manufacturers, smoke shops, and 
other legal businesses. He stated that FDIC 
staff members have tried to “choke off the 
business they don’t like from the banking 
system.” He expressed concern that “activists” 
at the FDIC and the DOJ are abusing their 
authority and going after legal businesses. 
  
Ranking Member Gene Green (D-TX) said 
Operation Choke Point was a DOJ initiative to 
protect consumers by looking at financial 
institutions and their role in providing access to 
the banking system for industries with higher 
risk of fraud. He stated that fraudulent 
transactions in the banking system are a serious 
issue, and he raised concerns with the 
operations of third party processors. He 
suggested that the FDIC was not connected to 
Operation Choke Point, which was a DOJ 
initiative. He said that upon learning that its 
high risk list was being misused, the FDIC took 
action to clarify that banks could continue 
doing business with any industry as long as 
proper due diligence was executed. He 
suggested that the FDIC was not attempting to 
put certain industries out of business.  
 
Duffy suggested that Gruenberg is “slow 
walking” this issue. Duffy said gun dealers and 
payday lenders are going out of business 
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because they cannot obtain banking services. 
Gruenberg said the FDIC made efforts to 
address this issue and is reviewing the conduct 
that occurred. Duffy said an FDIC document 
listed firearms dealers as undesirable loans. He 
said Gruenberg targeted these businesses and 
tried to put them out of business. Duffy 
suggested that Gruenberg should be removed 
as Chairman of the FDIC for failing to remove 
the individuals responsible for the targeting. 
Gruenberg said the FDIC has worked to 
respond to the concerns raised and cooperated 
with the House Oversight and Government 
Reform Committee investigation.  
 
House Financial Services Committee 
Approves Eleven Financial Services Bills 
and Task Force to Investigate Terrorism 
Financing 
 
Key Points 

 The House Financial Services Committee 
approved eleven financial services bills. 

 The Committee also approved a resolution to 
create a bipartisan Task Force to Investigate 
Terrorism Financing 

 
At a March 25-26 markup, the House Financial 
Services Committee approved eleven bills, as 
well as a resolution to establish the Task Force 
to Investigate Terrorism Financing. 
 
The legislation adopted by the Committee 
included: 

 The “Capital Access for Small 
Community Financial Institutions Act 
of 2015” (H.R. 299), introduced by 
Representative Steve Stivers (R-OH), 
which would amend the Federal Home 
Loan Bank Act to allow privately 
insured credit unions to be eligible for 
membership in the Federal Home Loan 
Bank (FHLB) System; 

 The “Eliminate Privacy Notice 
Confusion Act” (H.R. 601), introduced 
by Representative Blaine Luetkemeyer 
(R-MO), which would exempt from its 
annual privacy policy notice 
requirement any financial institution 
which provides nonpublic personal 
information only in accordance with 
specified requirements, and has not 
changed its policies and practices with 
regard to disclosing nonpublic personal 
information; 

 The “Preserving Access to 
Manufactured Housing Act of 2015” 
(H.R. 650), introduced by 
Representative Stephen Fincher (R-
TN), which would to amend the Truth 
in Lending Act (TILA) to modify the 
definitions of a mortgage originator and 
a high-cost mortgage; 

 The “Mortgage Choice Act of 2015” 
(H.R. 685), introduced by 
Representative Bill Huizenga (R-MI), 
which would amend the Truth in 
Lending Act to modify the definition of 
“points and fees” for purposes of 
determining whether a mortgage can be 
a Qualified Mortgage; 

 The “Bureau of Consumer Financial 
Protection Advisory Boards Act” (H.R. 
1195), introduced by Representative 
Robert Pittenger (R-NC), which would 
create three advisory committees to 
advise the Bureau of Consumer 
Financial Protection (CFPB): the Small 
Business Advisory Board, the Credit 
Union Advisory Council, and the 
Community Bank Advisory Council; 

 The “Helping Expand Lending 
Practices in Rural Communities Act” 
(H.R. 1259), introduced by 
Representative Andy Barr (R-KY), 
which would require the CFPB to 
create a petition process for interested 
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parties to apply for an area not 
designated by the CFPB as rural; 

 The “Bureau Advisory Commission 
Transparency Act” (H.R. 1265), 
introduced by Representative Sean 
Duffy (R-WI), which would apply the 
provisions of the Federal Advisory 
Committee Act to the CFPB; 

 “To amend the Expedited Funds 
Availability Act to clarify the 
application of that Act to American 
Samoa and the Northern Mariana 
Islands” (H.R. 1367), introduced by 
Delegate Amata Coleman Radewagen 
(R-American Samoa); 

 The “Mortgage Servicing Asset Capital 
Requirements Act of 2015” (H.R. 
1408), introduced by Representative Ed 
Perlmutter (D-CO), which would 
require the Board of Governors of the 
Federal Reserve System, the Office of 
the Comptroller of the Currency, the 
Federal Deposit Insurance 
Corporation, and the National Credit 
Union Administration to jointly 
conduct a study of the appropriate 
capital requirements for mortgage 
servicing assets for any banking 
institution other than a global 
systemically important bank (G-SIB) as 
identified by the Financial Stability 
Board; 

 The “SAFE Act Confidentiality and 
Privilege Enhancement Act” (H.R. 
1480), introduced by Representative 
Robert Dold (R-IL), which would 
amend the Secure and Fair 
Enforcement of Mortgage Licensing 
Act of 2008 to allow state and federal 
financial regulators to share 
information regarding consumer 
financial services businesses that are 
licensed at the state level in the 
Nationwide Mortgage Licensing System 

and Registry without the loss of 
privilege or confidentiality protections 
provided by state and federal law; 

 The “Community Institution Mortgage 
Relief Act of 2015” (H.R. 1529), to be 
introduced by Representative Brad 
Sherman (D-CA), which would amend 
escrow and mortgage servicing 
requirements for smaller financial 
institutions; and 

 A resolution to establish the Task Force 
to Investigate Terrorism Financing. 

 
Representative Michael Fitzpatrick (R-PA), 
who will serve as Chairman of the Task Force, 
stressed the need to cut off sources of funding 
to terrorists. He said the Task Force will review 
the rules and regulations to determine if 
improvements are necessary, emphasizing the 
need to bring down the funding network of 
ISIS. He stated that the Task Force will offer 
recommendations in six months. 
 
House Panel Holds Hearings on CFTC 
Reauthorization 
 
Key Points: 

 Subcommittee Chairman Austin Scott (R-
GA) raised concerns with the CFTC’s cross-
border derivatives rules, but expressed hope to 
move a CFTC reauthorization bill through 
the House and Senate. 

 Representative David Scott (D-GA) 
emphasized the need to reauthorize the CFTC 
and provide the CFTC with adequate funding. 

 
On March 24 and 25, the House Agriculture 
Committee’s Commodity Exchanges, Energy 
and Credit Subcommittee held hearings to 
discuss reauthorization of the Commodity 
Futures Trading Commission (CFTC). 
Panelists included market participants and end-
users. Chairman Austin Scott (R-GA) in a 
statement noted that the CFTC has not yet 
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finalized the registration of a single swap 
execution facility (SEF) and that that there is 
also significant confusion regarding the 
application of cross-border rules regarding 
derivatives. He stressed the need to ensure that 
market participants are able to hedge their 
risks. He stated that he hopes to adopt a CFTC 
reauthorization bill which can pass both the 
House and the Senate. 
  
Ranking Member David Scott (D-GA) stressed 
the need to ensure the CFTC has adequate 
funding to do its job. He noted that in the 
113th Congress the House passed a CFTC 
reauthorization bill (H.R. 4413), but that this 
bill was not taken up by the Senate. He 
emphasized the need to move new legislation 
to reauthorize the CFTC. He said the 
Committee will consider similar legislation to 
what was passed in the 113th Congress but he 
also stressed the need to address cross-border 
regulations, the push-out provision, and SEC-
CFTC joint regulations.  
 
Senate Banking Continues Review of 
Regulation of Regional Banks 
 
Key Point: 

 The Senate Banking Committee held another 
hearing considering the regulation of regional 
banks.  

 
On March 24, the Senate Banking Committee 
held a hearing entitled “Examining the 
Regulatory Regime for Regional Banks.” The 
hearing focused on the systemic risk posed by 
different sized banks, whether the $50 billion 
asset threshold for designation as a systemically 
important bank is appropriate, and whether 
financial regulators are appropriately tailoring 
regulations.  Chairman Richard Shelby (R-AL) 
stated five years after the section 165 threshold 
was fixed in statute, no legislator or regulator 
has properly explained where it came from, 

why it was deemed appropriate at the time, or 
what analysis supported it.  He suggested that 
five years is long enough to know if an arbitrary 
threshold is appropriate and whether it should 
be changed. Ranking Member Sherrod Brown 
(D-OH) stated there needs to be broad 
bipartisan consensus to do the type of 
regulatory relief needed for regional banks. He 
stated the prospects are less likely if there is any 
attempt to roll back other provisions of the 
Dodd-Frank Act (DFA).   
 
Shelby stated a recent report by the Office of 
Financial Research (OFR) uses different 
quantitative criteria for determining systemic 
risk. He asked whether this is a more 
appropriate way to determine risk. Morrison 
and Foerster  Partner Oliver Ireland agreed that 
the asset threshold does not make sense, as the 
reason to rescue banks is not because of their 
assets but because of their liabilities and the 
risk they can transmit to the rest of the 
economy. He stated the OFR approach is 
based on the Basel system which is more 
appropriate.   
 
Shelby stated the regulators last week suggested 
they are tailoring DFA section 165 standards 
based on bank size. He asked whether the 
regulators have tailored the regulations 
appropriately. Ireland stated they have not, 
noting there are tiers in several rules but those 
differentiations are very “crude” and do not 
reflect the differences in risk. Regions Financial 
Corporation Executive Vice President and 
Treasurer Deron Smithy stated the tailoring has 
only been in one direction, “up.” He stated the 
regulators have used asset thresholds rather 
than considering a range of activities. He added 
that the issue is that they cannot tailor down.  
 
Senate Banking Subcommittee Examines 
Capital Formation and Burdens on Small 
Businesses 
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Key Point: 

 The Senate Banking Committee’s 
Subcommittee on Securities, Insurance and 
Investment discussed several bills that have 
been introduced in the House and Senate 
aimed at improving capital formation and 
reducing burdens on small businesses.  

 
On March 24, the Senate Banking Committee’s 
Securities, Insurance, and Investment 
Subcommittee held a hearing entitled “Capital 
Formation and Reducing Small Business 
Burdens.” The hearing focused on several bills 
aimed at capital formation that were considered 
by the House and Senate in the 113th 
Congress, ways to help small businesses access 
capital, and whether the regulators are 
conducting proper cost-benefit analysis. 
Legislation examined at the hearing included: 
the “SBIC Advisers Relief Act of 2015” (H.R. 
432); HR 5471, “Small Business Mergers, 
Acquisitions, Sales, and Brokerage 
Simplification Act of 2014” (H.R. 2274); 
“Eliminating Swaps Data Indemnification 
Requirements” (H.R. 742); “Improving Access 
to Capital for Emerging Growth Companies 
Act” (HR 3623); and “Encouraging Employee 
Ownership Act” (S. 576); among others.  
Subcommittee Chairman Mike Crapo (R-ID) 
discussed the need for reduced burdens on 
capital formation and small businesses. He 
suggested Congress can help prioritize the 
SEC’s actions on issues such as Regulation A+, 
modernizing disclosures, and increasing access 
to capital. Ranking Member Mark Warner (D-
VA) noted his interest in venture exchanges 
and promoting employee participation in the 
growth of a company. 
 
Senator Joe Donnelly (D-IN) asked about the 
IPO markets and whether they have recovered. 
US Chamber of Commerce Center for Capital 
Markets Competitiveness Vice President 

Thomas Quaadman stated there has been a 
significant uptick in the last few years. He 
stated the JOBS Act has helped and there was 
some pent up demand. He expressed concern 
about the rules encountered with a company 
moves an emerging growth company status.  
 
Crapo stated the Committee is working on 
legislation to expand or clarify that the 
Economic Growth and Regulatory Paperwork 
Reduction Act (EGRPRA) process should 
apply to all regulations and the SEC should be 
subjected to the same review. Quaadman stated 
the cost-benefit analysis of the SEC needs to be 
improved and the banking regulators have 
failed to do any cost-benefit analysis on any 
regulations. Crapo stated all DFA regulations 
were ignored by the EGRPRA process which is 
what the legislation will address.  
 
SEC Approves Regulation A+ and Proposal 
on Exemption for Certain Exchange 
Members 
 
Key Point: 

 The SEC unanimously approves amendments 
to Regulation A and a proposal related to the 
exemption for certain exchange members 
operating solely off-exchange. 

 
At a March 25 open meeting, the Securities and 
Exchange Commission (SEC) voted 
unanimously to approve the following: 
amendments to Rule 15b9-1 relating to 
exemptions of certain broker-dealers from 
membership in a registered national securities 
association; and final rules and forms related to 
the offer and sale of securities pursuant to 
Section 3(b) of the Securities Act of 1933 to 
implement Section 401 of the “Jumpstart Our 
Business Startups Act” (JOBS Act).  
 
Under the proposed amendments to Rule 
15b9-1 the current exemption for certain 
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broker-dealers from membership requirements 
would be narrowed.  The proposal would 
amend the exemption so that those broker-
dealers that are floor-based can continue to use 
the exemption solely for the purpose of 
hedging the risks of its floor-based activities. 
The proposal would “update the exemption 
that permits off-exchange transactions 
necessary to comply with regulatory 
requirements restricting trade-throughs under 
Rule 611 of Regulation NMS.” 
 
Under the final rules adopted, Regulation A 
would be amended to enable smaller 
companies to offer and sell up to $50 million in 
securities within a 12 month period subject to 
eligibility, disclosure and reporting 
requirements. Under the final rules (referred to 
as Regulation A+), two tiers of offerings will be 
created: Tier 1 would be for offerings of 
securities up to $20 million in a 2 month 
period; and Tier 2 would be for offerings of 
securities of up to $50 million in a 12 month 
period.  Tier 2 offerings will be subject to 
additional disclosure and ongoing reporting 
requirements. In addition, Tier 2 offerings will 
be preempted from state securities law 
registration and qualification requirements or 
“blue sky” laws for securities offered or sold to 
“qualified purchasers.”   
 
Senate Banking Committee Discusses 
FSOC Accountability 
 
Key Point:  

 Senate Banking Committee discusses FSOC 
accountability, the systemically important 
financial institution (SIFI) designation 
process, and whether more transparency is 
needed in the designation process. 

 
On March 29, the Senate Banking Committee 
held a hearing entitled “FSOC Accountability: 
Nonbank Designations.” The hearing focused 

on the Financial Stability Oversight Council 
(FSOC) designation process, whether there is 
enough transparency in the designation 
process, whether the FSOC follows Financial 
Stability Board (FSB) recommendations, and 
whether firms have the ability to “de-risk” or 
be “de-designated.” Chairman Richard Shelby 
(R-AL) cautioned that the powers of FSOC 
must be executed with requisite care and 
suggested FSOC clearly identify and articulate 
steps to mitigate risk before a company is 
designated. Ranking Member Sherrod Brown 
(D-OH) applauded the progress already made 
by FSOC and expressed concern possible 
reforms could “tie FSOC’s hands.”  
 
Several members expressed concerns over the 
current FSOC process for designating 
companies as SIFIs. Secretary of the Treasury 
Jacob Lew stated the process is published, 
there is not a “one size fits all” approach to 
designations, there is a deliberative review 
conducted and FSOC analyzes three 
transmission channels for risk. He noted there 
is a lot of back and forth between the FSOC 
and the firms and this will be more formal 
following the recent rule changes adopted by 
FSOC. American Council of Life Insurers 
Executive Vice President and General Counsel 
Gary Hughes contended that most companies 
would reply that they have not received any 
direction to reduce risk. He said there is no 
clarity in the specifics for why a company was 
designated. 
 
Senators Elizabeth Warren (D-MA), Mark 
Warner (D-VA), Tom Cotton (R-AR), Robert 
Menendez (D-NJ) and Jon Tester (D-MT) all 
expressed concerns over the ability of a 
company to change their behaviors to avoid 
designation. They asked whether the current 
process allows for a company to change 
behavior to avoid designation or once 
designated to be de-designated. Secretary Lew 
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stated there is a huge amount of information 
that goes back and forth between a company 
and FSOC. He noted the areas of risk 
transmission are explained. He stated the 
complex financial firms subject to designation 
have complex business structures that are hard 
to “unpack” but the firms know what creates 
the basis for designation. He noted there is also 
an annual review process that could lead to de-
designation. He stated there is a clear analysis 
of the firms and if there is a change in 
operations than a de-designation is possible. 
Shelby asked if there should be a statutory 
process to allow a firm to avoid SIFI 
designation by working with the FSOC. 
Investment Company Institute President Paul 
Schott Stevens stated that allowing a firm to 
“de-risk” would be the quickest and most 
effective way to deal with the risks. 
 
Senator Bob Corker (R-TN) asked whether it 
would be better if there were someone who 
was not a political appointee to be head of 
FSOC. Lew stated prior to FSOC there was no 
mechanism to have these interagency 
discussions. He stated bringing in an 
independent head will not necessarily lead to a 
more cohesive result. He stated coordinating 
the agencies will continue to be a challenge. 
 
CFPB Holds Field Hearing on Payday 
Loans, Issues Outline Proposal on Payday 
and Longer-Term Credit  
 
Key Point: 

 The CFPB held a field hearing to discuss 
issues related to payday and other longer-term 
credit products. In conjunction with the field 
hearing the CFPB issued an outline proposal 
to “End Payday Debt Traps.”  

 
On March 26, the Consumer Financial 
Protection Bureau (CFPB) held a field hearing 
to discuss issues related to payday lending.  In 

conjunction with the field hearing the CFPB 
released an outline proposal to “End Payday 
Debt Traps.” CFPB Director Richard Cordray 
stated the CFPB’s outlined framework would 
put in place strong federal rules for both short-
term and longer-term credit products. He 
suggested this framework is the product of 
extensive research, analysis, deliberation, and 
outreach. He noted the CFPB recognizes that it 
is challenging to determine the best way to 
address consumer harm in these markets while 
still leaving room for affordable credit. He 
stated the CFPB is releasing a preliminary 
outline of the proposals being considered. He 
explained the CFPB welcomes feedback from 
small businesses and all other affected 
stakeholders, including consumers and 
providers alike. He noted the proposed 
framework would provide two different 
approaches: debt trap prevention and debt trap 
protection. He explained under the prevention 
requirements, lenders would have to take 
appropriate steps at the outset to determine 
that consumers will not fall into debt traps. 
Cordray explained under the protection 
requirements, lenders would have to comply 
with various restrictions designed to ensure 
that the consumer can affordably extract 
themselves from the loan over time. 
 
Senate Includes Too Big to Fail 
Amendment in Budget Resolution 
 
Key Points: 

 The Senate passed its Fiscal Year 2016 
budget resolution, which is to be reconciled with 
the House-passed budget.  

 An amendment by Senator Sherrod Brown 
(D-OH) to end too big to fail bailouts was 
adopted. 

 
This week the Senate considered and approved 
its Fiscal Year 2016 Budget Resolution by a 
vote of 52-46. Among the amendments 
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adopted was one by Senator Sherrod Brown 
(D-OH) to establish a deficit-neutral reserve 
fund to end “too-big-to-fail” bailouts for banks 
with over $500 billion in total assets. The 
amendment was agreed to by voice vote. The 
budget resolution is non-binding and is 
considered a statement of policy. The Senate 
also adopted an amendment by Senator Jack 
Reed (D-RI) to eliminate deductions for 
corporate compensation in excess of $1 
million. 
 
Upcoming Hearings and Events 
 
March 30 
Small Business: The Senate Small Business 
Committee will hold a field hearing entitled 
“How the Hidden Cost of Federal Regulations 
Impact Small Businesses and Economic 
Growth.” 
 
April 2  
CFTC Advisory Committee: The 
Commodity Futures Trading Commission’s 
Market Risk Advisory Committee (MRAC) will 
hold a public meeting to discuss issues related 
to: “Current risk management techniques 
employed by Derivatives Clearing 
Organizations (DCOs) to ensure that the 
appropriate measures are in place to address 
the potential default of a significant clearing 
member; and the evolving structure of the 
derivatives markets, particularly with respect to 
Swap Execution Facilities (SEFs).”  
 
April 9 
SEC Investor Advisory Committee: The 
Securities and Exchange Commission’s 
Investor Advisory Committee (IAC) will hold a 
public meeting. Topics on the agenda for the 
public meeting include background checks as a 
means to prevent elder abuse and proxy access. 
The Advisory Committee may vote on a 
recommendation related to proxy voting.  

 
For more information about financial services issues you 
may email or call Joel Oswald at 202-659-8201. 
Rebecca Konst and Alex Barcham contributed to the 
articles. 
 
ENERGY AND ENVIRONMENT 
 
Subcommittee Approves Coal Ash 
Legislation 
 
Key Points: 

 The Environment and the Economy 
Subcommittee approved legislation that would 
codify rules governing the coal ash waste 
produced by electric utilities.   

 The Environmental Protection Agency issued 
a final rule on the handling and classification 
of coal ash waste in December.   

 
On March 25, the House Energy and 
Commerce Committee’s Environment and the 
Economy Subcommittee held a markup of the 
“Improving Coal Combustion Residuals 
Regulation Act of 2015”, and approved the bill 
by a 19-5 vote. As described in an Energy and 
Commerce Committee background memo, the 
legislation “establishes State permit programs 
for coal ash, and incorporates as the minimum 
Federal requirements, the technical standards 
and requirements that EPA developed” in its 
final coal ash rule “as being protective of 
human health and the environment.” While 
supporting the EPA’s classification of coal ash 
as a non-hazardous waste in the final rule 
issued in December, Republicans raised 
concerns during a January 22, 2015 
Environment and the Economy Subcommittee 
hearing that a future administration could 
change the classification, designating coal ash 
as a hazardous waste.  
 
In his opening statement, Environment and the 
Economy Subcommittee Chairman John 
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Shimkus (R-IL) declared that the legislation is 
intended to produce “a solution that creates 
enforceable state permits but also takes into 
account the sound technical standards EPA 
established for coal ash in the final rule.” He 
said that “because the requirements in the final 
rule will be implemented through State permit 
programs, the bill allows the implementing 
agency to provide certain flexibility that takes 
into account site specific, risk-based factors.” 
 
In his opening statement, full committee 
Ranking Member Frank Pallone Jr. (D-NJ) 
called the legislation “unnecessary, and 
dangerous for public health and the 
environment.” He warned that the legislation 
“would create a new model of delegation to 
states with a sharply curtailed role for 
EPA…[that does] not include a legal standard 
of protection, a substantive EPA role in 
reviewing state programs, or EPA backstop 
enforcement authority.” Pallone asserted that 
the “bill also falls short in terms of the 
technical requirements for coal ash disposal.”  
 
Before voting to approve the legislation, the 
Subcommittee: 

 Rejected, by a 6-12 vote, an en bloc 
amendment offered by Pallone; and 

 Rejected, by an 8-12 vote, an 
amendment offered by Representative 
Lois Capps (D-CA).   

 
On December 19, 2014, the EPA issued the 
final rule on “Disposal of Coal Combustion 
Residuals from Electric Utilities”. The rule 
classifies coal ash as a non-hazardous solid 
waste under the Resource Conservation and 
Recovery Act. Coal ash is produced by electric 
utilities and can be beneficially reused and 
recycled, however its storage can create 
environmental concerns. The EPA began 
development of the rule following the failure of 

a coal ash storage impoundment in Tennessee 
in December, 2008.  
 
Appropriators Hear from PHMSA on FY 
2016 Budget 
 
Key Points: 

 Department of Transportation agencies, 
including the pipeline and railroad safety 
regulators, presented their Fiscal Year 2016 
budget requests to the House Appropriations 
Committee’s Transportation, Housing and 
Urban Development, and Related Agencies 
Subcommittee.  

 Issues discussed included the pending final rule 
on crude oil transportation by rail, and 
pipeline safety initiatives.   

 
On Wednesday, the House Appropriations 
Committee’s Transportation, Housing and 
Urban Development, and Related Agencies 
Subcommittee held a hearing on the Fiscal 
Year 2016 funding requests for the Federal 
Railroad Administration (FRA), Pipeline and 
Hazardous Materials Safety Administration 
(PHMSA), and Federal Motor Carrier Safety 
Administration (FMCSA).  
 
In his testimony before the Subcommittee, 
PHMSA Acting Administrator Timothy Butters 
outlined some of the agency’s budget request 
priorities for Fiscal Year 2016. He said the 
budget request calls for:  

 “$175.1 million to Pipeline Safety, 
which is $29.6 million more than in FY 
2015. This request includes funding for 
the National Pipeline Information 
Exchange (NPIX), to fully fund the 
positions made available in the Pipeline 
Safety Reform, and $2 million for the 
Pipeline Safety Design Review Fund”.  

 “Expansion of existing Hazardous 
Materials Safety programs including the 
Safe Transport of Energy Products 
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initiative – $6.9 million is requested for 
research and development, safety and 
testing equipment, and training and 
outreach for the safe transport of 
energy products. This includes 
inspection and enforcement staff plus 
subject matter experts, including 
economic/policy analysis, chemists, 
engineers, regulatory specialists and 
transportation specialists.” 

 “National Pipeline Information 
Exchange (NPIX) – $12.0 million is 
requested to build a repository for 
inspection and enforcement data from 
PHMSA and the states to create an 
aggregate, national view of the pipeline 
system. Geospatial data collected 
through NPIX will be loaded in the 
National Pipeline Mapping System to 
produce a detailed map of the pipeline 
network. This data will enable the 
proactive monitoring of pipeline 
operator issues, management of risks 
associated with trends, and 
implementation of best practices in 
maintaining our national pipeline 
network.” 

 “Risk Management Framework – $3.3 
million is requested to achieve better 
inspection and enforcement coverage 
of potentially dangerous shipments 
using a data-driven, risk-based, 
approach to identify the highest risk 
shipments using investigation teams, 
advanced economic analysis techniques, 
and research and development tools.” 

 “Design Review Fund – PHMSA is 
requesting to change the $2.0 million 
Design Review fund from a mandatory 
receipt as authorized and appropriated 
in FY 2015 to an offsetting collection 
for FY 2016. This change recognizes 
PHMSA’s role in approving the design 
of large scale pipeline projects and 

requires developers of such projects to 
pay the reasonable cost for PHMSA’s 
review.” 

 
In her testimony, Acting FRA Administrator 
Sarah Feinberg discussed the safety of 
transportation of crude oil by rail. She told the 
Subcommittee that “[n]o single approach will 
alone make transporting crude oil and other 
energy products safer.” She said improving 
crude oil rail safety will require: improved tank 
car design; track maintenance; “improving the 
infrastructure on crude oil routes”; and 
“enabling trains to brake effectively”. Feinberg 
also said that the FRA’s FY 2016 budget 
request calls for “45 new staff positions 
dedicated to the Safe Transportation of Energy 
Products (STEP).”  
 
During the questioning of witnesses Members 
raised the issue of crude oil rail safety. Ranking 
Member David Price (D-NC) noted FRA, 
PHMSA, and FMCSA all requested additional 
funding to deal with the transportation of 
crude oil. He asked: (1) how the three agencies 
currently collaborate on the issue; (2) how will 
additional funding improve collaboration; and 
(3) what regions and specialties have the 
highest need for additional employees in the 
Safe Transportation of Energy Products 
Program. Feinberg replied that FRA would hire 
more inspectors along crude oil transportation 
routes from the middle of the country to the 
coasts. She said FRA works closely with 
PHMSA and FMCSA.  
 
Representative Evan Jenkins (R-WV) asserted 
it is unacceptable that the crude oil rail safety 
rule has been in process for over four years. 
Feinberg said it is a top priority of FRA to 
finalize and implement the rule, noting it is 
currently being reviewed by the Office of 
Information and Regulatory Affairs (OIRA) 

http://www.williamsandjensen.com/
http://docs.house.gov/meetings/AP/AP20/20150325/103209/HHRG-114-AP20-Wstate-FeinbergS-20150325.pdf


Williams & Jensen – Washington Update March 27, 2015 
   

  
 

 
Williams & Jensen, PLLC 

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

www.williamsandjensen.com 
 

Page 14 of 27 

which has 90 days to review the rule. She added 
that OIRA is 48 days into its review.   
 
PHMSA and FRA released the proposed rule 
on rail tank car safety on July 23, 2014. The 
proposal would phase out the use of the older 
DOT-111 rail tank cars for transportation of oil 
and other flammable materials, establish safety 
standards for new tank cars, and impose speed 
restrictions on “high hazard flammable trains”.    
 
Upcoming Hearings and Events 
 
April 16 
Energy Outlook: The Senate Energy and 
Natural Resources Committee will hold a 
hearing on the Energy Information 
Administration’s Annual Energy Outlook.   
 
April 22 
Pipeline Safety: The Pipeline and Hazardous 
Materials Safety Administration (PHMSA) will 
hold a Public Workshop on Pipeline Safety 
Management Systems.  
 
April 28 
Quadrennial Energy Review: The Senate 
Energy and Natural Resources Committee will 
hold a hearing on the Obama Administration’s 
Quadrennial Energy Review.   
 
June 15-16 
EIA Energy Conference: The Energy 
Information Administration (EIA) will hold its 
annual Energy Conference.   
 
For more information about energy and environment 
issues you may email or call Frank Vlossak at 202-
659-8201. Lucas Rogers contributed to this report. 
Updates on energy and environment issues are available 
during the week on twitter. 
 
 
 

DEFENSE 
 
OCO Funding Increased In Passed Budget 
Resolutions  
 
Key Points: 

 The House and Senate passed budget 
resolutions would provide an additional $38 
billion in funding under OCO accounts, which 
are exempt from the discretionary spending 
caps on defense funding 

 The Senate budget resolution still contains 
language making any increase in OCO 
appropriations above $58 billion subject to a 
60 vote threshold  

 
This week, the House and Senate passed their 
FY 2016 budget resolutions largely along party 
lines, both of which would increase funding for 
the Department of Defense (DOD) by 
increasing the Administration’s request for 
Overseas Contingency Operations (OCO) 
accounts, which are exempt from the spending 
caps established in the “Budget Control Act of 
2011” (BCA). Therefore, the FY 2016 cap on 
national security programs of $523 billion 
would be maintained, 95% of which would be 
allocated to the DOD (roughly $497 billion). 
However, the House and Senate will need to 
agree on and then pass a budget resolution. If 
House and Senate Republicans can agree, then 
the Armed Services Committee could authorize 
and then the Appropriations Committees 
would be able to increase the Administration’s 
$51 billion OCO funding request to $96 billion 
as included in the budget resolutions passed 
this week.  
 
House Republican Leadership opted for a 
rarely used parliamentary procedure, the so-
called “Queen of the Hill” rule, to allow House 
Republicans to vote on six versions of the FY 
2016 budget resolution, two of which were 
tailored to address the issue that arose during 
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the House Budget Committee’s markup 
regarding the requirement that $20 billion in 
OCO funding be offset that was in Chairman 
Tom Price’s (R-GA) base bill. The markup was 
stopped when it became clear that proponents 
of removing this language lacked the votes to 
prevail in Committee. Thereafter, the House 
Budget Committee reported out a package with 
the limitation on OCO funding that Speaker of 
the House John Boehner (R-OH) said would 
be addressed by the House Rules Committee in 
its rule for the budget resolution. One of the 
House Republican budget resolutions was the 
package as reported out of Committee and 
another was the package without the OCO 
funding limitation. The latter was the budget 
resolution adopted by the House (i.e. H. Con. 
Res. 27). 
 
Nonetheless, a provision tucked into the Senate 
budget resolution (S.Con.Res.11) identified this 
week requires that any legislation to increase 
OCO funds above the $58 billion level set in 
that package would need 60 votes. Senate 
Armed Services Committee Chairman John 
McCain (R-AZ) had announced his intentions 
to offer an amendment to strip out this 
provision but ultimately did not. It has been 
reported that McCain and other opponents of 
this language will attempt to remove the 
provision during a conference committee on 
the FY 2016 budget resolution.  
 
The Chairman of one of the Armed Services 
Committees said he would work to authorize 
the increase in OCO funding in his 
committee’s FY 2016 National Defense 
Authorization Act (NDAA). House Armed 
Services Committee Chairman Mac Thornberry 
(R-TX) said during debate on March 25 that 
“[t]he Armed Services Committee is going to 
authorize the Overseas Contingency account 
just like we authorized the base account, and 
that is different from what happened 

before…[s]o, some notion that there’s a giant 
slush fund out there the Pentagon can do what 
they want is just not true.” 
 
However, the Pentagon signaled its displeasure 
with the approach used in the budget 
resolution to increase funding without lifting 
the spending caps. In a March 26 speech, 
Secretary of Defense Ashton Carter stated that 
“I want to emphasize that current proposals to 
shoehorn DoD’s base budget funds into our 
contingency accounts would fail to solve the 
problem, while also undermining basic 
principles of accountability and responsible, 
long-term planning.” He remarked that “[o]ver 
the last few weeks, I have testified before 
Congress on the DOD’s FY 2016 budget 
proposal.” Carter said that “[a]long with our 
country’s military leadership, I have been vocal 
and specific about the damage that 
sequestration-level budgets would inflict on our 
nation’s defense – on the need to restore 
readiness, on badly needed technological 
modernization, and on keeping faith with our 
troops and their families.” 
 
Troop Draw Down To Be Delayed In 
Afghanistan 
 
Key Points: 

 The Administration announced that it would 
keep nearly 10,000 troops in Afghanistan 
through the end of the year twice the double 
planned on when the plan to drawdown was 
first revealed 

 The Administration also announced initiatives 
aimed to stabilizing and supporting the 
Afghan government  

 
This week, the Obama Administration made 
public its decision to slow the pace at which 
troops are drawn down from Afghanistan 
during the calendar year while hosting Afghan 
President Mohammad Ashraf Ghani. The 
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Administration also announced its proposals to 
increase funding for a “New Development 
Partnership” and funding to sustain a 352,000 
member strong Afghan National Defense and 
Security Forces through 2017. A Department 
of State fact sheet provides more detail on 
these and other initiatives announced this week.  
 
In his March 24 remarks at the White House, 
President Barack Obama explained that “[a]t 
our peak four years ago, the United States had 
more than 100,000 troops in 
Afghanistan…[but] [i]n support of today’s 
narrow missions, we have just under 10,000 
troops there.” He added that “[l]ast year, I 
announced a timeline for drawing down our 
forces further, and I’ve made it clear that we’re 
determined to preserve the gains our troops 
have won.” Obama said that “President Ghani 
has requested some flexibility on our 
drawdown timelines…[and] I’ve consulted with 
[International Security Assistance Force and 
United States Forces - Afghanistan] General 
[John] Campbell in Afghanistan and my 
national security team, and I’ve decided that we 
will maintain our current posture of 9,800 
troops through the end of this year.” He stated 
that “[t]he specific trajectory of the 2016 
drawdown will be established later this year to 
enable our final consolidation to a Kabul-based 
embassy presence by the end of 2016.” Obama 
said that “[t]his flexibility reflects our 
reinvigorated partnership with Afghanistan, 
which is aimed at making Afghanistan secure 
and preventing it from being used to launch 
terrorist attacks.” He claimed that 
“[r]econciliation and a political settlement 
remain the surest way to achieve the full 
drawdown of U.S. and foreign troops from 
Afghanistan in a way that safeguards 
international interests and peace in 
Afghanistan, as well as U.S. national security 
interests.” 
 

In a “U.S.-Afghanistan Joint Statement,” the 
Obama and Ghani administrations “noted the 
success of joint counter-terrorism efforts to 
date and emphasized that sustained U.S. and 
other international assistance will be important 
to enable the Afghan National Defense and 
Security Forces (ANDSF) to address the 
significant security challenges facing 
Afghanistan and the wider region. President 
Obama and President Ghani reiterated their 
commitments under the U.S.-Afghanistan 
Enduring Strategic Partnership Agreement 
(SPA) and the U.S.–Afghanistan Security and 
Defense Cooperation Agreement (also known 
as the Bilateral Security Agreement, or BSA) to 
advance common objectives in these and other 
areas.” The administrations stated that 
“[c]onsistent with the principles of the SPA and 
BSA and as part of the broader bilateral 
security relationship, the two Presidents agreed 
to continue a dialogue on U.S. and Afghan 
counterterrorism (CT) objectives, to include 
the development of a joint CT partnership 
strategy through and beyond 2016.” 
 
In remarks at Camp David with Ghani, 
Secretaries of State John Kerry and Defense 
Ashton Carter made remarks to the media in 
which they announced further measures to 
support the Afghan government. Kerry stated 
that “I’m also pleased to announce today a new 
initiative [i.e. the New Development 
Partnership], a plan to create a new 
development partnership aligned with the unity 
government’s reform agenda…[which reflects 
the strategic importance of the U.S.-Afghan 
relationship, and it recognizes a new era of 
cooperation between our governments.” He 
explained that “[t]he partnership will promote 
Afghan self-reliance by using up to $800 
million in U.S. aid to incentivize and measure 
Afghan-led reform and development activities, 
and strengthen Afghan institutions’ 
sustainability and fiscal transparency, and give 
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the new unity government more opportunity to 
lead its own development trajectory.”  
 
Carter said that “as one part of that 
commitment, today, we can announce that the 
Defense Department intends to seek funding 
for Afghan forces to sustain an end strength of 
352,000 personnel through 2017…[because] 
Afghan and coalition military commanders 
have jointly recommended this force size, at 
least through 2017, to ensure that the security 
gains we’ve made together are lasting.” He 
added that “we also agreed, after an 
interruption of three years, to reinstate the 
U.S.-Afghanistan Security Consultative Forum, 
which the Defense Department will lead along 
with the Afghan ministries of defense and 
interior, and which will serve as a partner to the 
body that Secretary Kerry will lead on behalf of 
our government as a whole with his 
counterpart.” 
 
HASC Acquisition Reform Bill 
 
Key Points: 

 The Chair and ranking member of the House 
Armed Services Committee unveiled a bill to 
reform the DOD’s acquisition practices that 
will be part of the Committee’s FY 2016 
NDAA 

 
On March 25, House Armed Services 
Committee Chairman Mac Thornberry (R-TX) 
and Ranking Member Adam Smith (D-WA) 
released their acquisition reform package, the 
“Agile Acquisition to Retain Technological 
Edge Act” (H.R. 1597), along with 
Thornberry’s draft committee report language 
that does not reflect the views of Smith. In 
their press release, Thornberry and Smith 
explained that they “will offer its provisions for 
consideration in the forthcoming [FY 2016] 
National Defense Authorization Act 
(NDAA).” Thornberry explained that “[w]e are 

releasing this bill one month ahead of NDAA 
consideration because we want to get people’s 
feedback.” He remarked that “[w]e listened to a 
lot of folks as we drafted this bill, and we want 
to hear from them again as we work to make it 
law.” Thornberry stated that “I hope that by 
streamlining the process, improving 
accountability, and eliminating outdated 
regulations, we can start to get some of that 
edge back.” He said that “[w]hile this bill won’t 
fix all that is broken, it is a start.” 
 
On March 23, Thornberry discussed the 
proposed acquisitions reform bill at the Center 
for Strategic & International Studies and 
categorized the proposed changes as being in 
four pieces. First, he stated that “[w]e would 
remove some of the obstacles that make it 
more difficult for top military talent to serve in 
acquisition and make permanent the Defense 
Acquisition Workforce Development Fund to 
help it be used more effectively.” He said that 
“[w]e would also require training on the 
commercial market including commercial 
market research to help close the gap between 
government and industry. And we require 
specific ethics training for acquisition.” 
Thornberry said that “[s]econdly, we would 
require every program start out with an 
acquisition strategy…[that] would consolidate 
at least six other requirements and must include 
the most appropriate type of contract for that 
acquisition.” He said that “[i]t must consider 
whether multi-year is appropriate; it must 
consider risk management strategies, just like 
our combatant commanders have to have risk 
management strategies in their war plans.” 
Thornberry added that “it must consider 
incentives –such as shared savings on service 
contracts.” 
  
Thornberry said that “[t]hird, we simplify the 
chain of command for acquisition 
decisions…[as a] number of requirements on 
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Milestone A and B would move from legal 
certifications to simple decisions.” He said that 
“[t]he draft will raise the dollar thresholds on a 
number of authorities, such as simplified 
acquisition, to make it easier for service chiefs, 
base commanders, and others to get things 
done.” Thornberry stated that “[f]ourth, we 
thin out regulations and get rid of paperwork. 
In fact there will be dozens of reporting 
requirements that would be eliminated.” 
  
Thornberry stated that “[t]here is more to the 
proposal than I have outlined here. In addition 
to the changes in law that will be included in 
the draft legislation, we will release a separate 
document that is draft report language, 
including several studies and markers for future 
legislation.” He said that “[o]ne example is that 
we have much more work to do on service 
contracts, on which the Department spends 
more money than it does on weapons and 
equipment…[and] [w]e are asking for more 
information that will help guide our next steps 
in this area.” 
 
McCain Outlines His Priorities 
 
Key Points: 

 The Chairman of the Senate Armed Services 
Committee identifies as his priorities in this 
Congress a role for Congress in national 
security, ending sequestration, addressing 
DOD waste, acquisition reform, and 
examining the structure of the services and the 
DOD 

 
On March 26, Senate Armed Services 
Committee Chairman John McCain (R-AZ) 
made remarks at the Center for Strategic & 
International Studies (CSIS) during which he 
explained his priorities for the 114th Congress. 
McCain said that “[m]y first priority is the 
oversight of our national security policy…[and] 
[t]his strategic consideration must inform and 

drive all others.” He stated that “I recognize 
that we only have one commander-in-chief, 
which is as it should be, and there are clear 
limits to how much the Congress can push any 
President to adopt different national security 
policies.” McCain claimed that “[b]ut where we 
believe that is necessary, it is our responsibility 
to make the effort—and to help educate our 
colleagues and fellow citizens about the gravity 
of our global challenges, as well as what they 
call on our country to do.” 
 
McCain said that his second priority “is to end 
sequestration and put in place strategy-driven 
defense budgets.” He remarked that “[w]e will 
continue to argue that we cannot meet our 
highest priority, to provide for national 
defense, at sequestration levels…[and] will 
continue to point out that we will never balance 
the budget through discretionary spending cuts 
alone.” McCain asserted that “[a] related 
priority is ensuring that the money we do invest 
in defense is spent wisely and efficiently…[and] 
[e]ven in the teeth of sequestration, there is still 
wasteful spending.”  
 
McCain said that “[a] fourth priority is 
acquisition reform…[and] [House Armed 
Services Committee] Chairman [Mac] 
Thornberry (R-TX) and I are working closely 
on this, and I support many of the proposals he 
laid out here on Monday.” He said that “[a]t 
the same time, my hope is that we can also take 
some ambitious steps this year on which we 
both agree to make meaningful changes to our 
defense acquisition system.” McCain said that 
“[a]cquisition reform is actually a large piece of 
an even larger priority, which is the final one I 
plan to focus on as Chairman—the structure, 
roles, and missions of our civilian and military 
organizations within the Defense 
Department…[and] [m]uch of this is the legacy 
of the Goldwater-Nichols reforms that 
Congress enacted 30 years ago.” 
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For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH 
 
Permanent SGR Repeal Nears Finish Line; 
Administration Indicates Support 
 
Key Points: 

 Repeal legislation passes House with nearly 
400 votes; Senate expected to pass bill 
following recess 

 Congressional leaders tout bipartisanship and 
reforms that will benefit providers and patients 

 
On Thursday, the House voted 392-37 to 
approve the “Medicare Access and CHIP 
Reauthorization Act of 2015” (H.R. 2). Leaders 
in both parties touted passage as a major 
bipartisan success, with the final vote on 
passage earning the support of 212 Republicans 
and 180 Democrats. In a statement on the 
House Floor, Speaker of the House John 
Boehner (R-OH) stated that the passage of this 
bill represents the “first real entitlement reform 
in nearly two decades,” and said that the deal 
benefits seniors, families that depend on the 
Medicare program, and taxpayers by saving 
money in the coming decades.  
 
The legislation permanently repeals the 
Medicare Sustainable Growth Rate (SGR) 
formula, which Congress has temporarily 
patched 17 times since 2003, to prevent steep 
cuts to Medicare physician reimbursements. 
The American Medical Association (AMA) and 
provider groups had been pressing Congress to 
enact a permanent fix for years. The bill 
replaces the SGR with a five year period of 
positive payment updates before transitioning 
to a Merit-Based Incentive Payment System 
(MIPS) beginning in 2019. The new system will 
measure quality of care, resource use, and other 

factors to determine payment incentives and 
penalties. The legislation calls for input from 
physician specialty societies and other 
stakeholders on appropriate measures for 
quality and resource use.  
 
The House-passed measure now goes to the 
Senate, which is expected to take it up on April 
13 upon returning from a two-week recess. 
Senate Majority Leader Mitch McConnell (R-
KY) said that the Centers for Medicare and 
Medicaid Services (CMS) have assured them 
that they have the capacity to hold payments 
until April 14, giving the Senate time to return 
and quickly pass the bill. Both McConnell and 
Senate Minority Leader Harry Reid (D-NV) 
indicated that they believe this package has 
broad support in the Senate, despite concerns 
from some members on both sides of the aisle 
about various aspects of the bill. On the 
Republican side, Senators Jeff Sessions (R-AL) 
and Ben Sasse (R-NE) noted that the bill is not 
fully offset, and will add to the deficit. 
Additionally, many Senate Democrats, 
including Senate Finance Committee Ranking 
Member Ron Wyden (D-OR), expressed 
disappointment that the Children’s Health 
Insurance Program (CHIP) is reauthorized for 
two years in the legislation. Senate Democrats 
had been united in supporting a four year 
extension.  
 
Prior to the House vote, the Administration 
issued a Statement of Administration Policy 
(SAP) supporting the legislation, because it 
would “reform the flawed Medicare physician 
payment system to incentivize quality and 
value,” and includes other reforms to help slow 
the growth of healthcare costs, and would 
“extend other important programs such as 
health care coverage for children [CHIP].” 
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House and Senate Clear Budget 
Resolutions with Broad Healthcare 
Reforms 
 
Key Points: 

 House and Senate budgets would each balance 
in 10 years or less through deep spending cuts, 
many focused on the healthcare sector 

 ACA repeal included in both budgets; Senate 
considers several healthcare amendments during 
“vote-a-rama” 

 
The House passed the Fiscal Year 2016 budget 
resolution (H.Con.Res.27) by a vote of 228-
199. The budget, authored by House Budget 
Committee Chairman Tom Price (R-GA), 
would balance in less than a decade, and cut 
spending by $5.5 trillion over the next 10 years. 
The budget fully repeals that “Affordable Care 
Act” (ACA), and includes a number of other 
concepts from former Chairman Paul Ryan’s 
(R-WI) budgets, including transition to a 
premium support model for Medicare, and 
additional flexibility for state Medicaid 
programs. 
 
Early Friday morning, the Senate also approved 
the budget resolution authored by Senate 
Budget Committee Chairman Mike Enzi (R-
WY) by a vote of 52-46, after holding votes on 
over 30 amendments. Among the measures 
receiving a vote was an amendment by Senate 
Finance Committee Ranking Member Ron 
Wyden (D-OR) to eliminate over $1 trillion in 
Medicaid cuts included in the Senate budget. 
This amendment was defeated by a vote of 47-
53, mostly along party lines. Several healthcare 
amendments were adopted, including an 
amendment by Senator David Vitter (R-LA) to 
ensure that Members of Congress, high-level 
Administration officials participate in the ACA 
exchanges.   
 

Similar to the House budget, many of the 
savings included in Enzi’s budget are from the 
healthcare sector, and the budget would also 
balance within the 10 year budget window. It 
repeals the ACA, and tasks Congressional 
Committees to work with stakeholders to 
identify reforms that achieve the net level of 
Medicare savings included in the President’s 
budget request. Similar to the House budget, it 
would provide states with additional flexibility 
to administer Medicaid funds. 
 
The next step is for the House and Senate to 
attempt to reconcile their budgets by April 15, 
which will set the stage for Congress to use the 
reconciliation process later in the year to 
advance legislation to the President with only 
51 votes in the Senate. It is widely expected 
that there will be a healthcare component to 
reconciliation, such as repeal of all or part of 
the ACA, or a response to the King v. Burwell 
case if the U.S. Supreme Court decides to strike 
down the ACA subsidies.  
 

For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
TRANSPORTATION AND 
INFRASTRUCTURE  
 
STB Reform Bill and PTC Bills Reported 
Out of Committee 
 
Key Points: 

 The Senate Commerce Committee marks up 
bills to reform the Surface Transportation 
Board and delay the implementation date of 
Positive Train Control 

 
On March 25, the Senate Commerce, Science, 
and Transportation Committee held a markup 
and reported out the “Surface Transportation 
Board Reauthorization Act of 2015” (S. 808) 
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and the “Railroad Safety and Positive Train 
Control Extension Act” (S. 650), as amended, 
along with a number of other bills and three 
nominations. The Committee reported out S. 
808 by voice vote and did the same with S. 650 
with Senators Maria Cantwell (D-WA), Joe 
Manchin (D-WV), and Richard Blumenthal (D-
CT) requesting to be recorded as no votes. 
Ranking Member Bill Nelson (D-FL) noted 
that Committee members have indicated 
concerns with certain aspects of S. 650 and he 
said he hoped to address those concerns prior 
to the bill coming to the floor. Blumenthal 
indicated his would offer only one of his twelve 
amendments during the markup and save the 
rest for floor consideration. Blumenthal’s 
amendment was adopted that would require 
Class I railroad carriers and entities providing 
regularly scheduled intercity or commuter rail 
passenger transportation to submit progress 
reports to the Secretary of Transportation until 
their PTC systems have been certified. 
 
In their press release last week, Chairman John 
Thune (R-SD) and Ranking Member Bill 
Nelson (D-FL) explained that S. 808 would 
make the following changes to how the Surface 
Transportation Board (STB) operates: 

 [E]xpands successful voluntary 
arbitration procedures between rail 
carriers and their customers to resolve 
rate cases faster and at less cost. The 
bill sets timelines for stand-alone cost 
test evaluations to avoid overly lengthy 
delays and also requires STB to study 
more efficient and simplified rate 
review methodologies to further 
alternatives to the stand alone cost test. 

 [E]xpands successful voluntary 
arbitration procedures between rail 
carriers and their customers to resolve 
rate cases faster and at less cost. The 
bill sets timelines for stand-alone cost 
test evaluations to avoid overly lengthy 

delays and also requires STB to study 
more efficient and simplified rate 
review methodologies to further 
alternatives to the stand alone cost test. 

 [E]xpands successful voluntary 
arbitration procedures between rail 
carriers and their customers to resolve 
rate cases faster and at less cost. The 
bill sets timelines for stand-alone cost 
test evaluations to avoid overly lengthy 
delays and also requires STB to study 
more efficient and simplified rate 
review methodologies to further 
alternatives to the stand alone cost test. 

 
A Committee press release noted that S. 650 
would move back “the primary December 31, 
2015, deadline” for implementation of Positive 
Train Control (PTC) “to December 31, 2020, 
the date the Federal Railroad Administration 
(FRA) had previously set for PTC compliance 
by smaller railroads.” The Committee added 
that “[t]he deadline for smaller railroads is also 
extended five years, and the bill grants the 
Secretary of Transportation limited authority to 
grant extensions on a case by case basis—based 
on safety and operational risk—for up to two 
additional years.” Senator Roy Blunt (R-MO) is 
the primary sponsor of S. 650.  
 
FAA Expands Scope of Commercial Drone 
Exemptions 
 
Key Points: 

 From this point forward, all exemptions to the 
FAA’s policy against commercial drone 
operations will allow greater leeway in the use 
of the exemption subject to certain parameters 

 
On March 27, 2015 the Federal Aviation 
Administration (FAA) issued a press release 
announcing a new “interim policy to speed up 
airspace authorizations for certain commercial 
unmanned aircraft (UAS) operators who obtain 
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Section 333 exemptions.” The FAA claimed 
that “[t]he new policy helps bridge the gap 
between the past process, which evaluated 
every UAS operation individually, and future 
operations after we publish a final version of 
the proposed small UAS rule.” T 
 
he FAA stated that under the new policy, it 
“will grant a Certificate of Waiver or 
Authorization (COA) for flights at or below 
200 feet to any UAS operator with a Section 
333 exemption for aircraft that weigh less than 
55 pounds, operate during daytime Visual 
Flight Rules (VFR) conditions, operate within 
visual line of sight (VLOS) of the pilots, and 
stay certain distances away from airports or 
heliports: 

 5 nautical miles (NM) from an airport 
having an operational control tower; or 

 3 NM from an airport with a published 
instrument flight procedure, but not an 
operational tower; or 

 2 NM from an airport without a 
published instrument flight procedure 
or an operational tower; or 

 2  NM from a heliport with a published 
instrument flight procedure.” 

 
The FAA added that “[t]he “blanket” 200-foot 
COA allows flights anywhere in the country 
except restricted airspace and other areas, such 
as major cities, where the FAA prohibits UAS 
operations.” The FAA stated that “[p]reviously, 
an operator had to apply for and receive a 
COA for a particular block of airspace, a 
process that can take 60 days…[and] expects 
the new policy will allow companies and 
individuals who want to use UAS within these 
limitations to start flying much more quickly 
than before.” The FAA stated that now 
“Section 333 exemption holders will 
automatically receive a “blanket” 200 foot 
COA…[and] [f]or new exemption holders, the 
FAA will issue a COA at the time the 

exemption is approved.” The FAA stated that 
“[a]nyone who wants to fly outside the blanket 
parameters must obtain a separate COA 
specific to the airspace required for that 
operation.” 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201. Greg 
Frink contributed to this section  
 
TECHNOLOGY 
 
House Intelligence Committee Information 
Sharing Markup 
 
Key Points: 

 The House Intelligence Committee released 
and marked up its information sharing bill 
this week 

 The package is similar to the Senate 
Intelligence Committee package 

 
On March 26, in a closed session, the House 
Intelligence Committee reported out the 
“Protecting Cyber Networks Act” (H.R. 1560), 
its information sharing bill, unanimously by 
voice vote after adding a manager’s package of 
what the Committee characterized as “technical 
changes. “The Committee used the bill text 
released earlier this week as the base bill, and it 
appears that no other amendments were 
offered other than the manager’s package.    
 
There has been talk that House Republican 
Leadership would like to bring an information 
sharing bill to the floor next month after the 
recess. It is possible that this bill could be taken 
up by the House. The House Homeland 
Security Committee has not yet marked up its 
information sharing bill, the “National 
Cybersecurity Protection Advancement Act of 
2015’’ and the House Energy and Commerce 
Committee still needs to mark up its “Data 
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Security and Breach Notification Act of 2015’’ 
at the full Committee level.  
 
A Committee section-by-section analysis 
explains that the bill would do the following: 

 [T]he Director of National Intelligence, 
in consultation with the heads of the 
Departments of Homeland Security, 
Treasury, Justice, Commerce, and 
Defense (hereinafter the appropriate 
Federal entities), should create 
procedures to facilitate and promote 
the timely sharing of cyber threat 
indicators with the private sector. The 
procedures would promote the sharing 
of: classified cyber threat indicators 
with representatives of the private 
sector with appropriate security 
clearances; classified cyber threat 
indicators that may be declassified and 
shared at an unclassified level; and any 
information in the possession of the 
Federal Government about imminent 
or ongoing cyber threats that may allow 
private companies to prevent or 
mitigate those threats. 

 The procedures must also ensure the 
Federal Government creates and 
maintains the capability to share cyber 
threat indicators in real time with the 
private sector, consistent with the 
protection of classified information. 
Additionally, the procedures drafted by 
the Director of National Intelligence 
will require federal agencies to perform 
a review of cyber threat indicators they 
receive from the private sector before 
the agencies share those indicators 
within the Federal Government. 

 [A]uthorizes private entities to engage 
in defensive monitoring of their own 
networks and the networks of non-
Federal entities that have consented to 
monitoring. 

 [A]uthorizes private entities to operate 
defensive measures on their own 
networks and the networks of non-
Federal entities that have consented to 
the operation of defensive measures. 

 [A]uthorizes non-Federal entities, 
notwithstanding any other provision of 
law, to share or receive cyber threat 
indicators or defensive measures for 
cybersecurity purposes with other non-
Federal entities. 

 Before sharing, non-Federal entities 
must, under the requirements of 
subsection (d), take reasonable efforts 
to review cyber threat indicators and 
defensive measures for any personal 
information or information identifying 
a specific person that does not directly 
relate to a cyber threat. 

 [R]equires the President to develop and 
submit to Congress policies and 
procedures for the receipt of cyber 
threat indicators and defensive 
measures by the Federal Government. 
Those policies and procedures must 
ensure that, when an appropriate 
federal entity other than the 
Department of Defense or the National 
Security Agency receives a cyber threat 
indicator under Section 3 of the Act, 
that federal entity shares the cyber 
threat indicator in real time with all 
other appropriate Federal entities, 
including all relevant components of 
those other appropriate federal entities. 

 [R]equires the Attorney General, in 
consultation with the heads of other 
appropriate federal entities, to develop 
and periodically review privacy and civil 
liberties guidelines. The Attorney 
General guidelines will govern the 
receipt, retention, use, and 
dissemination of cyber threat indicators 
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obtained by the Federal Government 
under the Act. 

 [N]o cause of action shall lie or be 
maintained in any court against any 
private entity acting in good faith for 
the monitoring of an information 
system or information under Section 
3(a) of the Act or for the sharing or 
receipt of cyber threat indicators or 
defensive measures under Section 3(c) 
of the Act. Nothing in Section 6, 
however, shall be construed to require 
the dismissal of a cause of action 
against a non-Federal entity that has 
engaged in willful misconduct in the 
course of conducting activities 
authorized by the Act. 

 
House Energy and Commerce 
Subcommittee Marks Up Data Breach Bill 
 
Key Points: 

 A data breach notification bill advances from 
subcommittee to full committee as a number of 
Democratic amendments were rejected 

 
On March 25, the House Energy & Commerce 
Committee’s Commerce, Manufacturing, and 
Trade Subcommittee held a markup of the 
“Data Security and Breach Notification Act of 
2015” (H.R. ___).” The bill was favorably 
reported to the full Committee via a voice vote 
after considering a number of amendments 
(four were adopted and five Democratic 
amendments were rejected.)  
 
In a summary released last week, sponsors 
Representatives Marsha Blackburn (R-TN) and 
Peter Welch (D-VT) stated that the bill would 
do the following: 

 Data Security  
o The legislation would, for the 

first time, set a national 
standard for covered entities to 

implement and maintain 
reasonable security measures 
and practices to protect and 
secure personal information.  

o The requirement is a technology 
and process neutral standard to 
protect consumers while being 
flexible enough to allow for 
innovation and new 
technologies.  

 Breach Notification  
o The draft requires covered 

entities to conduct a good faith 
investigation after discovering a 
breach of security to determine 
if there is a reasonable risk of 
identity theft, economic loss or 
harm, or financial fraud.  

o A covered entity is required to 
notify consumers about a 
breach of personal information 
unless there is no reasonable 
risk of identity theft, economic 
loss, economic harm, or 
financial fraud.  

o The notification must be 
provided to consumers as 
expeditiously as possible and 
not later than 30 days after the 
covered entity has taken the 
necessary measures to 
determine the scope of the 
breach and restore the 
reasonable integrity, security, 
and confidentiality of the data 
system.  

o Delay of notification to 
individuals is permitted for law 
enforcement or national 
security purposes.  

 Personal Information  
o The draft defines personal 

information to include personal 
information tied to ID theft 
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and/or payment fraud, such as: 
Social Security#; financial 
account credentials; other 
account credentials, including 
biometric, for accounts that 
allow consumers to obtain 
money or make purchases; 
name coupled with drivers 
license or other government-
issued unique identification 
number; amongst others.  

 Enforcement of the National Standards  
o The draft’s Security and 

Notification standards are 
designed to create a uniform 
national policy – the scope of 
which members continue to 
discuss – replacing the 
patchwork of state and territory 
laws.  

o A violation of the Act is an 
unfair and deceptive act or 
practice under the Federal 
Trade Commission (FTC) Act 
and violations may be enforced 
by the FTC or state attorneys 
general. 

o Both the FTC and state 
attorneys general have the 
power to obtain civil penalties 
for violations of the data 
security and breach notification 
requirements.  

o No private right of action is 
extended under the draft.  

 Maintenance of and Interaction With 
Existing Consumer Protections  

o The draft covers entities within 
the FTC’s general jurisdiction 
but does not include entities 
subject to existing data security 
and breach notification 
regulatory regimes (e.g. “Health 
Insurance Portability and 

Accountability Act” covered 
entities).  

o For consistency, the draft 
provides the FTC jurisdiction 
over the data security and 
breach notification practices of 
non-profits, 
telecommunications, cable, and 
satellite providers.  

o The Data Security and Breach 
Notification Act does not 
impact or preempt privacy law. 

 
Chairman Michael Burgess (R-TX) noted that 
there may be complaints about what is not in 
the bill; however, he encouraged the 
Subcommittee to “learn from Congress’ 
failures of the last ten years” and shy away 
from trying to “future proof” the bill.  He 
emphasized that Democrats have worked on 
addressing privacy concerns for over six years 
and still cannot come to agreement on the 
issue.  Burgess reiterated that although the bill 
does not “tackle privacy,” it does not “preempt 
privacy either.”  He explained that the draft 
legislation focuses on unauthorized access that 
leads to identity theft and financial fraud, and 
has nothing to do with permitted access, when 
that permission can be given, or what data can 
be collected.  Burgess encouraged 
Subcommittee members to “hold their issues” 
until the full Committee markup.  
 
Ranking Member Jan Schakowsky (D-IL) 
clarified that she can “appreciate some parts” 
of the legislation, such as authorizing the FTC 
to enforce civil penalties.  She noted that at a 
recent Committee hearing, every witness agreed 
that there are improvements that can be made 
to the bill.  Schakowsky stated that the 
Subcommittee “can and should strengthen the 
bill.”  She reported that she will be offering 
amendments at the markup, specifically to 
better protect the types of information that are 
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unprotected in the current draft, and ensure 
that consumers do not lose any existing 
protections they already have.  
 
Internet of Things Hearing 
 
Key Points: 

 Members of an Energy and Commerce 
Subcommittee examine the policy challenges 
associated with Internet enabled devices 

 
On March 24, the House Energy and 
Commerce Committee’s Commerce, 
Manufacturing, and Trade Subcommittee held a 
hearing entitled “The Internet of Things: 
Exploring the Next Technology Frontier.” The 
hearing focused on the economic opportunities 
and policy challenges associated with the 
Internet of Things (IoT). 
 
Chairman Michael Burgess (R-TX) stated IoT 
marks a crucial juncture for the U.S. economy 
and American consumers looking for new 
economic engines and jobs. He said gathering 
information in real-time can predict 
circumstances, prevent problems, and create 
opportunities. He asserted products like 
connected refrigerators and smart watches are 
providing valuable conveniences and 
information for their users and the IoT has the 
potential to touch all parts of the economy. He 
commented that integrated Internet 
connectivity is improving and revolutionizing 
the efficiency, productivity, and effectiveness of 
the ways individuals, businesses, and 
governments conduct their tasks and 
responsibilities. He said in the health care 
sector this technology offers opportunities to 
reduce costs, improve quality, and save lives. 
He stated “while consumers are benefitting 
from these technologies, attention must also be 
given to appropriate consumer protections for 
privacy and security.” He stressed the 

importance of balancing privacy and security 
issues with creativity and innovation.   
 
Ranking Member Jan Schakowsky (D-IL) 
stated the IoT can enhance the lives of 
consumers. She noted the IoT is one of the 
fastest growing technology areas with an 
estimated 25 billion products connected to the 
Internet. She explained that, in addition to 
consumer benefits, the IoT presents new 
challenges around security of sensitive 
information and access by unauthorized users. 
She asserted common sense steps should be 
taken to ensure the IoT industry is safe and 
secure.    
 
Information Technology and Innovation 
Foundation Vice President Daniel Castro 
explained that the IoT represents the idea that 
ordinary objects will be connected to the 
Internet and could have an enormously positive 
impact on individuals, businesses, and society. 
He stated benefits include increased rates of 
medication compliance, more efficient clean 
energy technology, and faster emergency 
response. He said the IoT is making 
manufacturing more efficient and optimizing 
logistics. He asserted “a significant amount of 
data collected by the IoT will not involve 
information” and instead will be about the 
environment, factories, vehicles, machines, 
infrastructure, and other electronic devices. He 
said personal information that is collected will 
be de-identified and aggregated and called on 
Congress to tread lightly in order to avoid 
stifling innovation. He stated the privacy 
principles designed for a “small data” world do 
not work in a “big data” world and data 
minimization proposals are based on mistaken 
assumptions. He asserted devices will need to 
incorporate strong security features and 
Congress should further incentivize stronger 
security practices by adopting policies that 
decrease the cost of strong security and 
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increase the cost of weak security. He 
recommended passing data breach notification 
legislation and cybersecurity information-
sharing legislation.       
 
Intel’s IoT Group (IOTG) Vice President and 
IoT Strategy and Technology Office General 
Manager Rose Schooler said Intel believes the 
IoT presents a transformational opportunity 
that will enable innovation, increase 
productivity, and deliver efficiencies. She 
asserted the primary economic driver will be 
non-consumer industrial and commercial 
applications, where the IoT will allow for more 
data-driven decision making. She explained that 
security could be a potential barrier to a 
successful IoT ecosystem if it is not 
implemented from the outset. She said Intel 
will build cryptography into its chips to enable 
strong identity and data protection and will 
employ advanced software security. She 
identified connecting to legacy infrastructure, 
device interoperability, and global standards as 
other barriers. She explained that Intel 
collaborated with industry leaders to define five 
tenets of successful IoT solutions: data 
monetization; actionable analytics; data 
normalization; connectivity, device discovery, 
and provisioning; and security as foundation. 
She asserted policymakers can accelerate IoT 
deployment by collaborating with industry to 
establish a national IoT strategy, encouraging 
public-private partnerships, and supporting 
research and development.       
 
House Homeland Security Committee 
Unveils Information Sharing Bill 
 
Key Points: 

 The House Homeland Security bill has been 
circulated in discussion draft form and would 
make DHS the center of information sharing 
with the private sector 

 

Late on March 20, the House Homeland 
Security Committee Chairman Michael McCaul 
(R-TX) released a discussion draft of the 
“National Cybersecurity Protection 
Advancement Act of 2015,’’ the information 
sharing bill he outlined in a speech last week at 
the Center for Strategic & International Studies 
(CSIS). This bill is similar in many ways to the 
Intelligence Committee information sharing 
bills with some notable differences. The 
Committee has not yet scheduled a markup but 
could do so after the April recess.  
 
The bill would make the Department of 
Homeland Security’s (DHS) National 
Cybersecurity and Communications Integration 
Center (NCCIC) the central repository of the 
civilian agencies’ cyber threat indicators and 
defensive measures. NCCIC would also be 
authorized to enter into information sharing 
arrangements with private sector entities. 
Private entities would be authorized to share 
information with one another subject to limited 
liability protection. Efforts must be made by 
the Federal government and private sector 
entities to strip out personal information or 
otherwise irrelevant information from cyber 
threat indicators and defensive measures before 
this information may be shared.      
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201. Luc 
Rogers and Marc Pitarresi contributed to this section.  
 
This Week in Congress was written by Laura 
Simmons.  
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