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TAXES 
 
Camp Plans Hearings on Tax Reform Draft 
and Possible Tax Extenders Legislation 
 
Key Points: 

 House Ways and Means Committee 
Chairman Dave Camp (R-MI) contemplates 
public hearings on comprehensive tax reform 
legislation and raises possibility of addressing 
tax extenders that are included in his tax 
reform plan 

 
This week, House Ways and Means Committee 
Chairman Dave Camp (R-MI) sent a letter to 
Committee Members discussing his intent to 
continue work on tax reform on three broad 
tracks. First, the letter said that Members will 
continue to have private briefings with the 
Joint Committee on Taxation to better 

understand the tax reform draft bill. Second, it 
said there will be future public hearings on 
some of the aspects of the reform draft. Third, 
the letter suggested that the Committee may 
begin looking at tax extenders, to consider 
those that are part of the tax reform and thus 
should be made permanent. 
 
Specifically, the letter indicated that beginning 
in April, the House Ways and Means 
Committee will begin debating which tax 

This Week in Congress 

 House – The House passed the “Protecting Access to Medicare Act of 2014” (H.R. 
4302) to amend the Social Security Act to extend Medicare payments to physicians and 
other provisions of the Medicare and Medicaid programs; the “Ukraine Support Act” 
(H.R. 4278) and the “Preventing Government Waste and Protecting Coal Mining 
Jobs in America” (H.R. 2824).  

 Senate – The Senate passed H.R. 4125 to provide loan guarantees for Ukraine by voice 
vote and voted 65-34 to invoke cloture on the motion to proceed to H.R. 3979, the 
legislative vehicle for the Unemployment Insurance extension.  The Senate continued 
consideration of the motion to proceed to consideration of the “Protecting Volunteer 
Firefighters and Emergency Responders Act” (H.R. 3979). 
 

Next Week in Congress 

 House – The House is expected to vote on the “Baseline Reform Act of 2013” (H.R. 
1871), the “Budget and Accounting Transparency Act of 2014” (H.R. 1872), the 
“Pro-Growth Budgeting Act of 2013” (H.R. 1874), and the “Save American 
Workers Act of 2014” (H.R. 2575). 

 Senate –The Senate is expected to proceed to the consideration of the “Protecting 
Access to Medicare Act of 2014” (H.R. 4302) and vote on the motion to proceed to 
the legislative vehicle for the Unemployment Insurance extension (H.R. 3979).  
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extenders should be extended permanently or 
in the alternative, which should be dropped.  
Also in the letter, Camp urged that in order to 
provide certainty to taxpayers, legislators 
should avoid short extensions of tax policies 
and instead enact provisions on a permanent 
basis. Camp suggested achieving this by going 
policy by policy to determine which extenders 
should be made permanent. The letter also 
indicated that addressing extenders would be a 
bridge to comprehensive reform. 
 
Also of note in Camp’s letter was a discussion 
about altering the current baseline and adopting 
an approach similar to that of the 
Administration; one that allows certain tax 
extenders to be treated as permanent parts of 
the baseline off of which tax reform is enacted, 
so they do not need to be “paid for.”  
 
Senate Finance Committee Expected to 
Take Up Extenders Next Week  
 
Key Points: 

 Senate Finance Committee Chairman Ron 
Wyden (D-OR) plans to address tax 
extenders legislation next week with a possible 
markup on the bill 

 
The Senate Finance Committee is expected to 
consider a tax extenders package next week on 
Wednesday if the schedule remains on track.  If 
all goes according to plan, there would be a 
release of a draft bill on Monday that would 
offer either a one or two year extension of 
expired measures like the Research and 
Development (R&D) tax credit, commuter 
credit, and dozens of mostly business tax 
provisions that expired at the end of 2013.   
 
There may be a few provisions that are subject 
to a vote for final inclusion.  Specifically, 
reports indicate that Chairman Ron Wyden (D-
OR) plans to ask the Committee to vote 

separately on some of the more controversial 
provisions.  The extension is unlikely to be 
paid-for.  Of course, this planned consideration 
could be delayed if the Members do not agree 
on some of the underlying ground rules on 
how to consider the bill. 
 
Senate Votes to Open Debate on a Measure 
to Extend Emergency Unemployment 
Insurance Benefits 
 
Key Points: 

 Senate invokes cloture on a motion to proceed 
to a bill to extend emergency unemployment 
benefits 

 Final passage of the bill is likely to occur next 
week 

 
This week, the Senate voted 65-34 to invoke 
cloture on the motion to proceed to H.R. 3979, 
a bipartisan bill that extends emergency 
unemployment insurance benefits, clearing the 
first hurdle to final passage.  The Senate will 
begin debate on the bill early next week with a 
subsequent vote on final passage, and that 
outcome is likely given the vote total on the 
motion to proceed. The proposal is paid-for 
using a combination of offsets that includes 
extending “pension smoothing” provisions 
from the “Moving Ahead for Progress in the 

Upcoming Dates 
April 15: Date by which Congress is 
supposed to have passed a FY 2015 
Budget Resolution 
June 24: Special Election for the 19th 
Congressional District of Florida 
June 30: House is supposed to have 
passed all 12 appropriations bills 
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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21st Century Act” (MAP-21), 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).    
 
Although the bill garnered Republican support 
in the Senate, Speaker of the House John 
Boehner (R-OH) indicated that the House is 
unlikely to take up the bill.  In response, House 
Democrats have encouraged action in the 
House. The bill seems poised to pass the 
Senate, but unless pressure builds for House 
passage it may stall in the House. 
 
Upcoming Hearings and Events 
 
March 31 
Offshore Tax Strategies Background: The 
Senate Homeland Security and Governmental 
Affairs Subcommittee on Permanent 
Investigations will hold a press briefing in 
advance of its April 1 hearing on the offshore 
tax strategies of multinational corporations. 
 
April 1 
Foreign Affairs Treaties and Syria 
Resolution: The Senate Foreign Relations 
Committee will hold a full committee markup 
to consider treaties and pending legislation. 
 
Offshore Tax Strategies: The Senate 
Homeland Security and Governmental Affairs 
Subcommittee on Permanent Investigations 
will hold a hearing to examine the structures 
and methods employed by multinational 
corporations to allocate income outside of the 
United States and how such activities are 
affected by the Internal Revenue Code. 

 
April 2 

Tax Extenders Markup: The Senate Finance 
Committee is expected to hold a markup of a 
tax extenders package though it has not yet 
formally been announced.  
 
Energy Trade Policy: The House Foreign 
Affairs Subcommittee on Terrorism, 
Nonproliferation, and Trade will hold a hearing 
titled “The Crude Truth: Evaluating U.S. 
Energy Trade Policy.”  Scheduled witnesses 
include: Senator Lisa Murkowski (R-AK); 
Michael Jennings, CEO and President, 
HollyFrontier Corp.; Erik Milito, Director, 
Upstream and Industry Operations, American 
Petroleum Institute; Kenneth B. Medlock III, 
Senior Director, Center for Energy Studies, 
James A. Baker III Institute for Public Policy. 
 
April 3 
Trade Policy Agenda: The Senate Finance 
Committee will hold a full committee hearing 
on President Obama’s 2014 trade policy 
agenda.  Scheduled witnesses include: Michael 
Froman, U.S. Trade Representative. 
 
Trade Policy Agenda: The House Ways and 
Means Committee will hold a full committee 
hearing on the United States’ trade policy 
agenda. 
 
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 Panel Holds Hearing on 
Bankruptcy Reform 
 
Key Points:  

 Chairman Spencer Bachus (R-AL) called for 
a periodic review of Chapter 11 of the 
Bankruptcy Code.  
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 Ranking Member Hank Johnson (D-GA) 
suggested a review of consumer bankruptcy 
issues, such as student loan debt. 

 
On March 26, the House Judiciary Committee’s 
Regulatory Reform, Commercial and Antitrust 
Law Subcommittee held a hearing entitled: 
“Exploring Chapter 11 Reform: Corporate and 
Financial Institution Insolvencies; Treatment of 
Derivatives”. The hearing examined Chapter 11 
of the Bankruptcy Code and “whether reforms 
are necessary to ensure that the bankruptcy 
process is utilized effectively” addressing both 
the “insolvencies of financial institutions” and 
“existing safe harbors for certain financial 
contracts”. The hearing looked into bankruptcy 
concerns related to the government sponsored 
enterprises (GSEs), Systemically Important 
Financial Institutions (SIFIs), and international 
concerns. 
 
Chairman Spencer Bachus (R-AL) suggested 
that the Committee should engage in periodic 
reviews of Chapter 11 of the Bankruptcy Code. 
The question, he said, is whether the 
bankruptcy code could be improved, in 
particular the types of amendments to the 
bankruptcy code and to Chapter 11 needed for 
a successful resolution of companies. Ranking 
Member Hank Johnson (D-GA) suggested a 
possible exploration of consumer bankruptcy 
issues such as student loan debt. 
 
SEC Holds Roundtable on Cybersecurity  
 
Key Points:  

 SEC Chair Mary Jo White states that cyber 
threats pose non-discriminating risks across the 
economy and that the SEC is focused on 
addressing cybersecurity risks. 

 SEC Commissioner Luis Aguilar called for 
establishing a “Cybersecurity Task Force” 
made up of representatives from each SEC 
division. 

 
On March 26, the Securities and Exchange 
Commission (SEC) held a roundtable to 
examine various issues related to cybersecurity. 
Discussions centered around the “cybersecurity 
landscape”, “cybersecurity disclosure issues 
faced by public companies”, “cybersecurity 
issues faced by exchanges and other key market 
systems”, and “how broker-dealers, investment 
advisers, and transfer agents address 
cybersecurity issues, including those involving 
identity theft and data protection.” 
 
SEC Chair Mary Jo White in a statement said 
cyber threats pose non-discriminating risks 
across the economy and that the SEC is 
focused on addressing cybersecurity risks. 
White said the SEC called for this roundtable 
in order to better educate themselves and 
promote cooperation. She said in October 2011 
the SEC issued guidance related to public 
cybersecurity disclosures for public companies. 
She noted that cybersecurity for self-regulatory 
organizations (SROs) and large alternative 
trading systems (ATSs) are also a key issue the 
SEC is examining.  
 
SEC Commissioner Luis Aguilar in a statement 
suggested the SEC must play a role in 
cybersecurity, but he was unclear what this role 
should be. He questioned whether the 
disclosure regime under the 2011 guidance is 
working or whether it needs to be improved. 
Aguilar expressed concern that an attack on an 
exchange could cause wide ranging market 
disruption and investor harm. He said he will 
examine what additional steps the SEC could 
consider. He also called for the SEC to 
establish a Cybersecurity Task Force, 
“composed of representatives from each 
division that will regularly meet and 
communicate with one another to discuss these 
issues, and, importantly, advise the 
Commission as appropriate.” 

http://www.williamsandjensen.com/
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SEC Chief Information Officer Thomas Bayer 
asked how the cybersecurity executive order 
and the National Institute of Standards and 
Technology (NIST) cybersecurity framework 
play into collaboration between the 
government and industry. Ari Schwartz 
(National Security Council) contended that 
Congress must act on cybersecurity, noting that 
the federal government has taken action to 
promote information sharing and implement 
voluntary standards through executive orders. 
NIST Senior Information Technology Policy 
Advisor Adam Sedgewick said the cybersecurity 
framework had three goals: (1) identifying 
standards and best practices; (2) creating a 
framework for elevating these standards; and 
(3) identifying gaps in the system. He stated 
that the framework is not a checklist for 
compliance, but rather is meant to help firms 
implement standards. Department of 
Homeland Security (DHS) National 
Cybersecurity and Communications Integration 
Center Director Larry Zelvin said that DHS 
receives very good information from the 
Financial Services Information Sharing and 
Analysis Center (FS-ISAC). He suggested that 
there is a lack of statutory clarity as to what 
information companies can share with the 
government. 
 
Senate Committee Holds Hearing on 
Cybersecurity 
 
Key Points: 

 Senate Commerce Committee Chairman and 
Ranking Member express support for uniform 
federal standards for breach notifications. 

 FTC Chairwoman Ramirez expressed 
support for comprehensive legislation to 
establish a strong data security standard. 

 
On March 26, the Senate Commerce, Science, 
and Transportation Committee held a hearing 

entitled “Protecting Personal Consumer 
Information from Cyber Attacks and Data 
Breaches.” The Committee discussed data 
breaches experienced by the Target 
Corporation and the University of Maryland 
(UM) and considered how potential new 
legislation could expand the authority of the 
Federal Trade Commission (FTC) to establish 
Federal requirements for data security and 
breach notification. 
 
Chairman John Rockefeller IV (D-WV) in a 
statement expressed frustration that companies 
have pushed back on data security 
requirements and frustration that Congress has 
not passed legislation requiring Federal 
guidelines for data security and breach 
notification policies. He noted that he recently 
introduced legislation that would establish 
Federal guidelines for data security and breach 
notification, “The Data Security and Breach 
Notification Act of 2014” (S. 1976). He called 
recent negotiations on data security issues with 
the business community “disingenuous.”  
 
Ranking Member John Thune (R-SD) in a 
statement expressed support for standardized 
Federal guidelines on data breach notification 
procedures that would ensure all consumers are 
notified in a fair and timely manner. He 
stressed that Federal guidelines should allow 
businesses the flexibility to develop their own 
protection strategy. He expressed support for 
establishing National Institute of Standards and 
Technology (NIST) standards for data security 
and best practices.  
 
Federal Trade Commission (FTC) Chairwoman 
Edith Ramirez expressed support for 
comprehensive legislation to establish a strong 
data security standard, saying it should preempt 
state laws but allow states the ability to support 
enforcement when necessary. She added that 
companies are continuing to underinvest in 
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data security, so the FTC supports 
comprehensive legislation that would grant the 
FTC civil penalty authority, Administrative 
Procedure Act (APA) rulemaking authority, 
and jurisdiction over non-profits. 
 
SEC Chair White Outlines Agenda 
 
Key Point: 

 Securities and Exchange Commission (SEC) 
Chair Mary Jo White discussed several issues 
including efforts on standards for broker-
dealers and investment advisers, target date 
fund advertising, and general solicitation 
requirements under the JOBS Act. 

 
In a speech to the Consumer Federation of 
America on March 21, Securities and Exchange 
Commission (SEC) Chair Mary Jo White 
outlined the following on the SEC’s agenda: 

 Uniform Fiduciary Standard: White 
stated that she “directed the staff to 
evaluate all of the potential options 
available to the Commission, including 
a uniform fiduciary standard for 
broker-dealers and investment advisers 
when dealing with retail customers, and 
other measures that may be more 
targeted and achievable in the shorter 
term.” She noted that she has asked 
staff to make “evaluation of potential 
options an immediate and high 
priority” to help the Commission 
“come to a decision as to whether and, 
if so, how best to exercise the authority 
provided in Section 913 of the Dodd 
Frank Act.” She explained that this is a 
priority and the Commission should 
“move forward to a decision.” 

 JOBS Act Initiatives: “In connection 
with the general solicitation 
rulemaking,” White stated she “also 
directed the staff to form an intra-
agency working group to closely 

monitor market developments, which 
will enable us to take appropriate steps, 
such as providing guidance, bringing 
enforcement actions or engaging in 
further rulemaking, to address 
problems or wrongdoing that may 
occur.” She explained that the 
Commission also “proposed additional 
rules to enhance our ability to monitor 
these developments and facilitate 
investor protection”, adding that 
finalization of the “rulemaking is a top 
priority for me in 2014 and the staff is 
currently discussing with the 
Commission their recommendations 
for final rules.”  

 Target Date Funds: White stated the 
SEC is “also moving forward on 
consideration of target date retirement 
fund advertising” and has “directed the 
SEC staff to develop a request for 
additional comment for the 
Commission’s consideration, so that 
[the SEC] can benefit from additional 
feedback prior to proceeding with 
adopting final rules.”  

 Mandatory Pre-dispute Arbitration: 
“Another important issue for the 
Commission to decide” according to 
White “is whether and how, if so, to 
exercise the authority provided under 
Section 921 of the Dodd Frank Act to 
limit or eliminate mandatory pre-
dispute arbitration agreements.” 

 Company Disclosures: White 
discussed the SEC’s initiative “to 
improve public disclosure regime.” She 
noted that the initiative is “not yet at 
the rulemaking stage” but that the 
“Division of Corporation Finance is 
developing specific recommendations 
for the path forward on updating the 
rules that dictate what a company must 
disclose in its filings.” She emphasized 

http://www.williamsandjensen.com/
http://www.sec.gov/News/Speech/Detail/Speech/1370541226174


Williams & Jensen – Washington Update March 28, 2014 
   

  
 

 
Williams & Jensen, PLLC 

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

www.williamsandjensen.com 
 

Page 7 of 33 

the importance of focusing “not only 
the content of disclosures that investors 
need to make informed investment and 
voting decisions, but also how, where 
and when companies should make 
disclosures to make them more 
meaningful to all investors.” 

 
SEC Staff Releases Analyses Related to 
Money Market Funds 
 
Key Points: 

 SEC Staff releases analyses on money market 
funds to offer guidance as to a final 
rulemaking. 

 
On March 24, the Securities and Exchange 
Commission’s (SEC) Division of Economic 
and Risk Analysis (DERA) released analyses of 
data and academic literature related to money 
market fund (MMF) reform. The analyses, 
which are intended to “to be informative for 
evaluating final rule amendments for the 
regulation of money market funds”, are open 
for comment until April 24, 2014. This 
included the following:  
 

 Supply and Demand of Safe Assets: 
The “Analysis of Demand and Supply 
of Safe Assets in the Economy” 
focuses “not only on the availability of 
domestic government securities, but 
also global safe assets…DERA staff 
note a marked increase in the global 
demand for domestic government 
securities and global safe assets but do 
not anticipate that, if such changes were 
adopted, the impact would be large 
relative to the domestic and global 
markets for safe assets.” 

 Municipal MMF Exposures: The 
“Analysis of Municipal Money Market 
Funds Exposure to Parents of 
Guarantors” examines the “extent to 

which MMFs use the ‘25% basket’ 
under which up to 25% of the value of 
securities held in a MMF portfolio may 
be subject to guarantees or demand 
features from a single guarantor in 
municipal MMFs.” This analysis 
“suggests that an increase in guarantor 
diversification would not necessarily 
lead to an overall deterioration in 
guarantor credit quality.” 

 Government MMF Exposures: The 
“Analysis of Government Money 
Market Fund Exposure to Non-
Government Securities” provides 
“information that characterizes the 
usage level of non-government 
securities in government money market 
funds, and it is intended to assist the 
Commission in developing final rules 
regarding Money Market Fund Reform, 
including any appropriate exemption 
for government money market funds.” 

 Liquidity Cost During Crisis 
Periods: The “Analysis of Liquidity 
Cost During Crisis Periods” documents 
“changes in the cost of liquidity 
provision before, during, and after the 
window that commences with the 
bankruptcy of Lehman Brothers and 
ends the day before the Federal 
Reserve’s announcement of the 
creation of the Money Market Investor 
Funding Facility.” The results indicate 
that the “average non-crisis period 
spread is approximately 25 basis points 
(bps)” for certain securities, while the 
“average crisis period spread peaked 
around 70 bps for Tier 1 eligible 
securities and 160 bps for Tier 2 eligible 
securities.”  

 
House Committees Hold Hearing on 
FEMA FY2015 Budget Request 
Key Points: 
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 House Homeland Security and House 
Appropriations hold hearings on the FY 
2015 budget request for the Federal 
Emergency Management Agency (FEMA). 

 Administrator Fugate explained that FEMA 
is analyzing the costs to implement the 
Homeowner Flood Insurance Affordability 
Act.  

 Administrator Fugate stated the flood 
insurance affordability study will “take a few 
years” to complete. 
 

Following the President signing the 
“Homeowner Flood Insurance Affordability 
Act” on March 21, two hearings on Federal 
Emergency Management Agency’s (FEMA) 
Fiscal Year 2015 (FY 2015) budget were held in 
the House which included discussion of flood 
insurance issues.  On March 25, the House 
Homeland Security Committee’s Emergency 
Preparedness, Response, and Communications 
Subcommittee held a hearing entitled: “The 
Federal Emergency Management Agency’s 
FY2015 Budget Request: Ensuring Effective 
Preparedness, Response, and 
Communications.” On March 26, the House 
Appropriations Committee’s Homeland 
Security Subcommittee held a hearing to 
discuss the FY 2015 budget request for the 
Federal Emergency Management Agency 
(FEMA). These hearings focused on the FY 
2015 budget request of FEMA, the FEMA 
proposal to combine four grant programs into 
a National Preparedness Grant Program 
(NPGP), the impacts of the Homeowner Flood 
Insurance Affordability Act, and whether 
FEMA has adequate funding to pay for current 
projects plus handle unknown events.  When 
asked whether FEMA will need specific 
funding to implement the Homeowner Flood 
Insurance Affordability Act, FEMA 
Administrator Craig Fugate stated FEMA is 
still analyzing the costs of implementing this 
law.  Fugate explained that FEMA is working 

on the more immediate issues such guidance to 
customers explaining the change allowing the 
transfer of grandfathered rates to a new buyer. 
He stated the recently enacted Affordability 
Act included timeframes for reimbursements of 
collected premiums which FEMA will attempt 
to meet but that it will take time to create the 
new premium rates and actuarial tables. When 
asked about the release date for the 
affordability study, Fugate stated it will take a 
couple of years.  While discussing private 
insurance involvement in flood plains, Fugate 
stated that other approaches do a better job 
managing this type of risk than a federal 
program.  
 
CFPB and Senate Committee Focus on 
Payday Lending  
Key Points: 

 CFPB Director Richard Cordray stated the 
CFPB is in the “late stages” of considering 
new rules to reform the payday market. 

 CFPB released a report suggesting that four 
out of five payday loans are rolled over or 
renewed within 14 days.   

 Senate Banking Committee considers 
alternative financial products and whether 
payday lenders adequately consider ability to 
repay.   

 
On March 25 the Consumer Financial 
Protection Bureau (CFPB) held a field 
hearing in Nashville, Tennessee on payday 
loans.  CFPB Director Richard Cordray stated 
that the CFPB is now in the “late stages” of 
their considerations about how to formulate 
new rules to reform the payday loan market. 
He suggested that the CFPB intends to make 
sure that consumers who can afford to take out 
small-dollar loans can get the credit they need 
without jeopardizing or undermining their 
financial futures. On the same day, the CFPB 
also released a report on payday loans which 
states that four out of five payday loans are 
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rolled over or renewed within 14 days. The 
report suggests that a majority of payday loans 
are made to borrowers who renew their loans 
and end up paying more in fees than the 
amount of money they originally borrowed. 
The CFPB used data from “a number of 
storefront payday lenders through the 
supervisory process,” which includes data on 
“over 12 million loans in 30 states, and covers 
12-month windows in 2011 and 2012.” The 
CFPB notes that these are the same data from 
which it “drew a sample for use in the anlaysis 
described in the CFPB Payday Loans and 
Deposit Advance Products White Paper” 
published in April 2013, which some in the 
industry criticized.  
 
Findings of the report include: (1) “four out of 
five payday loans are rolled over or renewed”, 
with more than 80 percent rolled over or 
renewed within two weeks; (2) “three out of 
five payday loans are made to borrowers whose 
fee expenses exceed the amount borrowed”; (3)  
“one out of five new payday loans end up 
costing the borrower more than the amount 
borrowed”; (4) “four out of five payday 
borrowers either default or renew a payday loan 
over the course of a year”; (5) “four out of five 
payday borrowers who renew end up 
borrowing the same amount or more”; and (6) 
“one out of five payday borrowers on monthly 
benefits are trapped in debt.”   
 
On March 26, the Senate Banking Committee’s 
Financial Institutions and Consumer Protection 
Subcommittee held a hearing entitled “Are 
Alternative Financial Products Service 
Consumers?”  The hearing focused on the use 
of payday loans, whether the industry considers 
the ability of a borrower to repay, attempts of 
regulators to limit credit to the payday industry, 
whether state regulation is adequate, and 
whether federal regulation of the industry is 
needed.  Chairman Sherrod Brown (D-OH) 

stated that 80 percent of consumers end up 
rolling over their payday loans and with triple-
digit interest rates are “trapped” in a cycle of 
debt that leaves them worse off than they 
started.  Ranking Member Patrick Toomey (R-
PA) stated that individuals should be free to 
decide which credit option works best for 
them, adding that while many Americans are 
underbanked there is a competitive market to 
meet their needs for credit.  
 
CFTC Commissioner O’Malia Discusses 
CFTC Agenda  
Key Points: 

 Commissioner O’Malia suggests the futures 
block rule being considered by the CFTC 
would limit the availability of block trades, the 
OTC margin and capital rules for uncleared 
swaps will increase hedging costs, and the re-
proposed position limits rule will negatively 
impact legitimate hedging activities of end 
users.  

 
On March 21, Commodity Futures Trading 
Commission (CFTC) Commissioner Scott 
O’Malia discussed upcoming CFT rulemakings 
and their impacts on commodity markets, 
stating that: (1) the CFTC is considering a 
proposed futures block rule that will limit the 
availability of block trades; (2) the over-the-
counter (OTC) margin and capital rules for 
uncleared swaps will increase the cost of 
hedging; (3) the CFTC staff is working on 
mandatory clearing determinations for 
additional interest rate swap contracts and non-
deliverable forward (NDF); and (4) the position 
limits re-proposal which he stated has the 
potential to negatively impact end-users 
legitimate hedging activities.   
 
In a separate speech on March 25, O’Malia 
focused on: (1) “how the use of big data and 
technology is critical to transform the CFTC 
into a 21st century regulator”; (2) “the 
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importance of a coordinated approach to swap 
data reporting by international regulators”; and 
(3) “current efforts by the CFTC to meet its 
swap data reporting challenges.” In terms of 
international coordination, O’Malia urged 
international regulators to quickly come 
together to sign an agreement that will rely on 
substituted compliance and allow for 
standardization and sharing of swaps data. He 
noted work by the Financial Stability Board on 
the possibility of a global aggregation 
mechanism for OTC derivatives and the 
memorandum of understanding the CFTC is 
working on with the Office of Financial 
Research (OFR) on swaps data. O’Malia 
explained CFTC staff has begun meetings for a 
cross-divisional working group to assess CFTC 
needs with respect to swap product 
identification and product taxonomy/unique 
product identifiers (UPIs.) Additionally, he 
noted that the CFTC is in discussions with 
foreign regulators on the feasibility of a 
standard for the structure of a global unique 
transaction identifier (UTI.)  
 
Upcoming Hearings and Events 
 
April 1 
SEC Budget: The House Appropriations 
Committee’s Financial Services and General 
Government Subcommittee will hold a hearing 
on the FY 2015 budget for the Securities and 
Exchange Commission (SEC). SEC Chair Mary 
Jo White is to testify. 
 
April 2 
Department of Treasury Budget: The House 
Appropriations Committee’s Financial Services 
and General Government Subcommittee will 
hold a hearing on the FY 2015 budget for the 
Treasury Department. Treasury Secretary Jacob 
Lew is scheduled to testify. 
 

Labor Department Budget: The House 
Appropriations Committee’s Labor, Health and 
Human Services, Education, and Related 
Agencies Subcommittee will hold a hearing on 
the FY 2015 budget for the Department of 
Labor. Labor Secretary Thomas Perez is to 
testify. 
 
Consumer Bureau Employee Oversight: 
The House Financial Services Committee’s 
Oversight and Investigations Subcommittee 
will hold a hearing entitled: “Allegations of 
Discrimination and Retaliation within the 
Consumer Financial Protection Bureau 
(CFPB)”. Witnesses invited to testify include: 
Angela Martin, Senior Enforcement Attorney, 
Consumer Financial Protection Bureau; Misty 
Raucci, former Investigator, Defense 
Investigators Group; M. Stacey Bach, Assistant 
Director of the CFPB Office of Equal 
Opportunity Employment; Liza Strong, CFPB 
Director of Employee Relations; and Robert 
Cauldwell, President of the NTEU Chapter 
335, the CFPB’s employee union. 
 
Data Protection: The Senate Homeland 
Security and Government Affairs Committee 
will hold a hearing entitled: “Data Breach on 
the Rise: Protecting Personal Information from 
Harm”. 
 
Bitcoin: The House Small Business Committee 
will hold a hearing entitled: “Bitcoin:  
Examining the Benefits and Risks for Small 
Business.” Witnesses to testify include: Jerry 
Brito, Senior Research Fellow, Mercatus 
Center, George Mason University; Adam 
White, Director of Business Development and 
Sales, Coinbase; Mark Williams, Executive-in-
Residence, Master Lecturer, Boston University 
School of Management; and L. Michael 
Couvillion, Associate Professor of Economics, 
Plymouth State University, College of Business 
Administration. 
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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 4 
Department of Justice Budget: The House 
Appropriations Committee’s Commerce, 
Justice, Science, and Related Agencies 
Subcommittee will hold a hearing on the FY 
2015 budget for the Department of Justice. 
Eric Holder, Attorney General, Department of 
Justice is to testify. 
 
April 9 
FDIC Advisory Meeting on Banking: The 
FDIC Advisory Committee on Community 
Banking, which provides advice and 
recommendations on issues impacting small 
community banks, will hold a meeting. 
 
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. 
 
April 29 

Housing Finance Reform Markup: The 
Senate Banking Committee is scheduled to 
markup housing finance reform legislation.  
 
For more information about financial services issues you 
may email or call Joel Oswald at 202-659-8201. Eric 
Robins, Rebecca Konst, and Alex Barcham contributed 
to the articles. 
 
ENERGY AND ENVIRONMENT  
 
Senate Energy Committee Focuses on 
LNG Exports 
 
Key Points: 

 Senator Mary Landrieu (D-LA) held her 
first hearing as Chair of the Senate Energy 
and Natural Resources Committee, which 
examined U.S. LNG exports.   

 The hearing followed the Department of 
Energy’s conditional approval of the Jordan 
Cove export facility in Oregon, a decision that 
was praised by former Committee Chairman 
Ron Wyden (D-OR).   

 
On Tuesday, the Senate Energy and Natural 
Resources Committee held a hearing titled 
“Importing Energy, Exporting Jobs. Can it be 
Reversed?” The hearing focused on exports of 
liquefied natural gas (LNG), including the 
Department of Energy’s review of LNG export 
permits and the potential to use gas exports to 
counter Russia.   
 
In her opening statement, Chairman Mary 
Landrieu (D-LA) emphasized the potential for 
U.S. natural gas production to both renew 
domestic manufacturing and to transform the 
United States into an “energy superpower.” She 
pledged that the Energy and Natural Resources 
Committee will do its part to promote 
development of U.S. energy resources “to meet 
our energy needs at home and abroad.” 
Landrieu praised Senator Mark Udall (D-CO) 
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for his bill, the “American Job Creation and 
Strategic Alliances LNG Act” (S. 2083.) 
 
Ranking Member Lisa Murkowski (R-AK) 
emphasized the need to help U.S. allies with 
natural gas exports. She recalled her 2013 white 
paper on the “narrowing window” for U.S. 
entry into the global LNG market. Murkowski 
also stressed the need to send a “signal” to the 
rest of the world through expedited approval of 
LNG export permits.   
 
Energy Information Administration (EIA) 
Administrator Adam Sieminski used his 
testimony to provide the current projections 
regarding natural gas production and demand. 
He told the Committee that the EIA will issue 
its full “Annual Energy Outlook 2014” in April. 
The other witnesses expressed support for 
LNG exports. NERA Consulting Vice 
President David Montgomery asserted in his 
testimony that there is “ample gas” for both 
U.S. manufacturing and exports. He also 
testified that “LNG exports provide net 
economic benefits” at all projected aggregate 
export volumes. The Republic of Lithuania’s 
Minister of Energy Jaroslav Neverovic told the 
Committee, “I am here to plead with you…to 
do everything within your power to help 
us…by expediting the release of some of your 
abundant natural gas resources into the world 
market…” 
 
Senator Ron Wyden (D-OR) praised the 
Department of Energy’s conditional approval, 
announced on Monday, for exports from the 
Jordan Cove facility in Oregon. Wyden said the 
decision “reinforces my view that there is a 
sensible place between no energy exports and 
approving every application on offer.” He also 
noted that Jordan Cove “is the only West Coast 
facility that is now on track for approval for 
exports.” Wyden added that the facility would 
have “less impact on the American gas supply” 

because “a portion of the gas for Jordan Cove 
will come from Canada.”  
 
Foreign Affairs Committee Looks at the 
Geopolitical Implications of Energy 
Exports  
 
Key Points: 

 The House Foreign Affairs Committee also 
looked at energy export issues, with an eye on 
the continuing developments in Russia and 
Ukraine.   

 Committee Republicans called for faster action 
on U.S. LNG exports, while some of the 
panel’s Democrats expressed caution. The 
hearing also touched on the issue of crude oil 
exports, which will be the subject of a hearing 
on April 2, in the Committee’s Subcommittee 
on Nonproliferation, Terrorism and Trade.         

 
On March 26, the House Foreign Affairs 
Committee held a hearing titled “The 
Geopolitical Potential of the U.S. Energy 
Boom”. The hearing focused on the prospects 
of expanded liquefied natural gas (LNG), and 
potentially crude oil, exports in light of the 
rapid growth of U.S. fossil fuel production. 
Much of the discussion focused on the 
prospects for U.S. oil and gas to counter 
Russia’s recent actions in Ukraine and Crimea. 
Committee Democrats expressed concern 
about the effect exports could have on 
domestic energy prices, as well as the 
environment. 
 
Chairman Ed Royce (R-CA) said increased U.S. 
energy production would bolster both national 
security and economic security. He added that 
decreased reliance on OPEC would lessen the 
effect of politically charged disruptions of 
energy supplies. He also cited the geopolitical 
leverage that could be applied by increased 
LNG exports. Royce decried the actions of the 
Russian state-owned natural gas company 
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Gazprom, which he said could use its influence 
to cripple Ukraine’s already fragile economy. 
He noted only seven applications to export 
natural gas have been approved by the 
Department of Energy, while 23 applications 
are still pending. Royce touted the “Domestic 
Prosperity and Global Freedom Act” (H.R. 6), 
which would expedite the permit application 
process for natural gas exports to all WTO 
members. He also called on President Barack 
Obama to approve the completion of the 
Keystone XL Pipeline.   
 
Ranking Member Eliot Engel (D-NY) noted 
that Russia has repeatedly used natural gas 
exports to its political advantage in Eastern 
Europe. He pointed out that the first approved 
LNG export terminal, Sabine Pass, could come 
online as early as next year. He suggested that 
the impact U.S. natural gas exports would have 
on the European energy market is unclear. 
Engel noted that high shipping costs could 
limit the benefits of exporting natural gas from 
the U.S. to Europe. He expressed interest in 
discussing how lifting the crude oil export ban 
would affect domestic prices.  
 
Representative Albio Sires (D-NJ) noted 
Venezuela’s use of oil to influence other Latin 
American countries. He asked “what would be 
wrong with the U.S. [becoming] an exporter of 
fuel to the Western Hemisphere?” Admiral 
Dennis Blair (Retired,) who testified on behalf 
of Securing America’s Future Energy, replied 
that “we do export [refined] products.” He 
added that “the main recipient of cheap 
Venezuelan oil is Cuba.” Sires remarked that 
“North America is going to be flush with 
oil…I think we could be a bigger player.” Sires 
asked about potential winners and losers if oil 
exports are allowed. Council on Foreign 
Relations Program on Energy Security and 
Climate Change Director Michael Levi 
explained that “producers would benefit, 

refiners would pay more for their oil supplies.” 
He also suggested that exports would result in 
“slightly lower gasoline prices.”  
 
Representative Brad Sherman (D-CA) 
commented that “I don’t think we should be 
fantasizing about the United States being a net 
exporter of oil, that’s not going to happen.” In 
response to Sherman’s remarks, Domestic 
Energy Producers Alliance Chairman Harold 
Hamm noted that “we’re exporting refined 
products to the tune of four million barrels per 
day.”   
 
Upcoming Hearings and Events 
 
April 2 
EPA Budget: The House Energy and 
Commerce Committee’s Energy and Power 
Subcommittee and Environment and the 
Economy Subcommittee will hold a hearing on 
the Environmental Protection Agency’s (EPA) 
Fiscal Year 2015 proposed budget. EPA 
Administrator Gina McCarthy is scheduled to 
testify.     
 
Crude Oil Exports: The House Foreign 
Affairs Committee’s Subcommittee on 
Nonproliferation, Terrorism and Trade will 
hold a hearing titled “The Crude Truth: 
Evaluating U.S. Energy Trade Policy”.   
 
DOE Funding for FY 2015: The House 
Appropriations Committee’s Energy and Water 
Development Subcommittee will hold a 
hearing on the Department of Energy’s 
proposed Fiscal Year 2015 budget. Secretary of 
Energy Ernest Moniz is scheduled to testify.   
 
April 3 
DOE Budget: The House Energy and 
Commerce Committee’s Energy and Power 
Subcommittee will hold a hearing on the 
Department of Energy’s proposed Fiscal Year 
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2015 budget. Secretary of Energy Ernest Moniz 
is scheduled to testify.     
 
DOI Budget: The House Natural Resources 
Committee will hold a hearing on the 
Department of Interior’s proposed budget for 
Fiscal Year 2015. Secretary of Interior Sally 
Jewell is scheduled to testify.   
 
April 4 
California and Domestic Oil Resources: 
The House Natural Resources Committee’s 
Energy and Mineral Resources Subcommittee 
will hold a hearing titled: “Energy 
Independence: Opportunities to Reverse 
California’s Growing Dependence on Foreign 
Oil.”   
 
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. Marc Pitarresi contributed to this report. 
Updates on energy and environment issues are available 
during the week on twitter. 
 
DEFENSE 
 
Key National Security Nominations Move 
To Full Senate 
 
Key Points: 

 The Senate Armed Services reported out the 
President’s nominees to be Deputy Secretary, 
Comptroller, Head of NSA, and others 

 It is unclear when the Senate might vote on 
these nominees 

 

On March 26, the Senate Armed Services 
Committee reported out favorably 147 
nominations, many of which would fill senior 
civilian positions at the Department of Defense 
(DOD,) including those of Robert Work to be 
Deputy Secretary, Michael McCord to be 
Comptroller, Christine Wormuth to be 
Undersecretary for Policy, David Shear to be 
Assistant Secretary for Asian and Pacific 
Security Affairs and Eric Rosenbach to be 
Assistant Secretary for Homeland Defense. 
The Committee also reported out the 
nomination of Vice Admiral Michael Rogers to 
become an admiral and to lead the U.S. Cyber 
Command and National Security Agency. 
Given the current backlog of Administration 
nominees on account of the change in Senate 
precedent that lowered the cloture threshold 
for all non-Supreme Court nominees to a 
simple majority, it is not clear when these 
nominations will be moved to the floor. 
However, national security nominees could see 
prompter floor action than some other 
Administration nominations, which are more 
objectionable to Senate Republicans. 
 
SAC-D FY 2015 Navy and Marine Corps 
Hearing 
 
Key Points: 

 Members pressed Navy leaders on funding 
requests above spending caps and rebalance to 
the Pacific 

 The Navy claims that the budget request will 
allow for a prepared force in the next fiscal 
year but that sequestration endangers readiness 
and capability in the future 

 
On March 26, the Senate Appropriations 
Committee’s Defense Subcommittee held a 
hearing on the FY 2015 budget request for the 
Navy and Marine Corps with testimony from 
Secretary of the Navy Ray Mabus, Chief of 
Naval Operations Admiral Jonathan Greenert, 
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Commandant of the Marine Corps General 
James Amos, Marine Forces Reserve 
Commander Lieutenant General Richard Mills, 
and Chief of Navy Reserve Vice Admiral Robin 
Braun.  
 
Chairman Dick Durbin (D-IL) stated that 
“[f]or FY 2015, the President’s budget requests 
$148 billion in base funding for the 
Department of the Navy…[but] not include the 
Overseas Contingency Operation (OCO) 
request, which is a big concern.” He said that 
“[u]ntil we receive the President’s request for 
plans in Afghanistan after 2014, it’s virtually 
impossible to understand what is required to 
support sailors and Marines serving in war 
zones.” Durbin stated that “[t]he Navy’s 
making significant changes to future programs, 
such as requesting reduction to the number of 
cruisers, not funding the overhaul of George 
Washington, and making significant reductions in 
aircraft ammunitions…[which] causes serious 
concern about the Navy and Marine Corps’ 
ability to execute the shift to the Pacific, along 
with other responsibilities.” He asserted that 
“we’re concerned as we look across the next 
five years of budgets, as the Department of 
Defense (DOD) added $115 billion over the 
[Budget Control Act of 2011] caps (BCA) 
written in law.” Durbin asked “[w]hat happens 
if these funds don’t materialize?” 
 
Greenert stated that “[t]he President’s 2015 
budget submission enables us to continue to 
execute these missions, but we will face high 
risk in specific missions articulated in the 
defense strategic guidance.” He stated that 
“[o]ur fiscal guidance through the Future Years 
Defense Program (FYDP), for…[FY] 2015, is 
about halfway between the BCA caps and 
our..[FY] ‘14 plan…a net decrease of $31 
billion.” Greenert remarked that “[t]o prepare 
our program within these constraints, I set the 
following six priorities: number one, provide 

the sea base strategic deterrent; number two, 
forward presence; three, capability and the 
capacity to win decisively; four, readiness; five, 
asymmetric capabilities and maintaining our 
technological edge where it matters…[a]nd 
number six, sustaining a relevant industrial 
base.” He stated that “[u]sing these priorities, 
we build a balanced portfolio of capabilities 
within the fiscal guidance we were 
provided…[and] continue to maximize our 
presence in the Asia-Pacific and the Middle 
East using innovative combinations of 
rotational, forward basing and forward 
stationing of forces.” Greenert asserted that 
“[w]e have slowed modernization in areas that 
are central to remain ahead of, or keep pace 
with, technologically advanced 
adversaries…[s]o consequently, we face higher 
risk if we are confronted with a high tech 
adversary, or if we attempt to conduct more 
than one multi-phase major contingency 
simultaneously.” 
 
Ranking Member Thad Cochran (R-MS) said 
that “we heard a lot about rebalancing the 
Navy toward the Pacific” and asked  if “we 
reassessing the rebalancing toward the Pacific 
in exchange for more attention to where the 
action seems to be now, the Crimea peninsula, 
particularly.” Mabus responded that “[t]he 
rebalance to the Pacific continues, and it 
continues to be a focus for the Navy, and I can 
give you example after example, moving from 
55 percent of our fleet to 60 percent of our 
fleet in the Pacific.” He added that “[n]one of 
that is to take away from the other 
responsibilities that the Navy has, and one of 
the reasons [Greenert, Amos] and I have 
stressed so much, ship-building and presence, 
is so that we can respond to wherever the 
nation needs us to respond.” 
 
Full Committee Ranking Member Richard 
Shelby (R-AL) stated that DOD “has decided 
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to reduce the overall purchase of Littoral 
Combat Ships (LCS) from 52 to 32, in favor of 
what we’ve heard is a more capable surface 
combatant, whatever that means.” He said that 
“I understand the decision about the future of 
the program will go one of three ways possibly: 
it could stay on track; it could be modified; or 
the Navy could draw up an entirely new 
design.” Shelby asked Mabus to expand on his 
comments that he “saw the modification 
option perhaps as a viable option in the 
future.” Mabus said that “I think it’s very 
important to look at exactly what the Secretary 
of Defense said about LCS…[and] he said that 
we should not engage in contract negotiations 
past 32 ships.” He added that “getting to 32 
ships will take us almost completely through 
this five-year Defense plan.” Mabus claimed 
that “we take a look at these programs and 
changes as requirements change, as technology 
changes…[a]nd the great thing that a ship like 
LCS brings is that, as technology changes, as 
missions change, because it’s modular you 
don't have to change the whole ship, you just 
change the weapons system.”  
 
PACOM/Korea Hearing 
 
Key Points: 

 Members and witnesses expressed misgivings 
about North Korean and Chinese intentions 
and capabilities, especially in light of current 
and future funding levels 

 
On March 25, the Senate Armed Services 
Committee held a hearing titled “U.S. Pacific 
Command and U.S. Forces Korea” with Pacific 
Command (PACOM) Commander Admiral 
Samuel Locklear III and United Nations 
Command/ Combined Forces Command/ 
U.S. Forces Korea Commander General Curtis 
Scaparrotti.  
 

Chairman Carl Levin (D-MI) said that “Kim 
Jong Un’s regime has so far followed the same 
destructive policies as has its predecessors, 
pursuing its nuclear weapons and ballistic 
missile programs with callous disregard for the 
well- being of its own people and the region.” 
He asserted that “[e]ven China, despite its 
longstanding relationship with North Korea, 
has joined in United Nations condemnation of 
North Korean regime’s dangerous behavior 
and has supported new sanctions.” Levin stated 
that “[a]t the time of increasing fiscal austerity 
within the Department of Defense (DOD,) 
China has announced that it is increasing its 
official military budget for 2014 to almost $132 
billion, which is a 12 percent increase over last 
year, making that country’s military spending 
the second largest in the world after the United 
States.” He asserted that “China’s pursuit of 
new military capabilities raises concerns about 
its intentions, particularly in the context of the 
country’s increasing willingness to assert its 
controversial claims of sovereignty in the South 
China and East China seas.” 
 
Ranking Member James Inhofe (R-OK) said 
that “I think we all know, and we’ve talked 
about this, that the world is getting more 
dangerous and the Pacific is no exception.” He 
stated that “North Korea and its erratic leader 
continues to engage in provocative actions, 
including military exercises, nuclear and 
missiles tests and the development of a road-
mobile missile system.” Inhofe said that “China 
declares unilateral air defense identification 
zones, and makes provocative moves to 
blockade ships and claim sovereignty over vast 
tracts of the South China Sea.” He claimed that 
“[d]espite the growing danger and massive cuts 
to our national security budget, we are making 
the jobs of Admiral Locklear and General 
Scaparrotti more difficult.” 
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Locklear stated that “[w]hen I spoke to you last 
year, I highlighted my concern for several 
issues that could challenge the security 
environment across the Pacific Command area 
of responsibility, the Indo-Asia Pacific.” He 
asserted that “[t]hose challenges included the 
potential for significant HADR or 
humanitarian assistance disaster relief events, 
an increasingly dangerous and unpredictable 
North Korea, the continued escalation of 
complex territorial disputes, growing challenges 
to our freedom of action in the shard domains 
of sea, air, space and cyberspace, growing 
regional trans-national threats, and the 
significant challenges associated with China’s 
emergence as a global economic power and a 
regional military power.” Locklear said that 
“[d]uring the past year, we have been witness to 
all of these challenges, and our forces have 
been very busy securing the peace and 
defending U.S. interests throughout over half 
the globe.” 
 
Scaparrotti remarked that “[t]he Kim Jong Un 
regime remains dangerous and has the 
capability, especially with an ever-increasing 
asymmetric threat, to attack South Korea with 
little or no warning.” He stated that “North 
Korea has the fourth-largest military in the 
world, with over 70 percent of its ground 
forces deployed along the Demilitarized Zone 
(DMZ)…[and] [i]ts long-range artillery can 
strike targets in the Seoul metropolitan area 
where over 23 million South Koreans and 
almost 50,000 Americans live.” Scaparrotti 
stated that “[i]n violation of multiple U.N. 
Security Council resolutions, North Korea 
continues to develop nuclear arms and long-
range missiles. Additionally, the regime is 
aggressively investing in cyber-warfare 
capabilities.” He claimed that “North Korea 
brings risk to the world’s greatest or fastest 
growing economic region, which is responsible 

for 25 percent of the world's GDP and home 
to our largest trading partners.” 
 
Levin said that “China’s declaration in 
November of an Air Defense Identification 
Zone -- an ADIZ -- in the East China -- East 
China Sea, encompassing the Senkakus, 
immediately raised tensions.” He asked 
whether “China’s declaration of that 
identification zone changed the status quo 
between China and Japan with regard to their 
respective claims to the Senkakus.” Locklear 
responded that “it has not changed our 
operations at all, and we don’t recognize it or 
comply with it.” He claimed that “I have not 
seen any change in the activities of our allies, 
the Japanese Self-Defense Force, as they 
pursue operations in that area, based on the 
proclamation of the ADIZ by the Chinese.” 
 
Inhofe asked Locklear how a potential decrease 
in the number of ships deployed in the Pacific 
because of sequestration would be seen by 
allies and partners in the western Pacific. 
Locklear answered that “my expectation is that 
they are very watchful of how the U.S. defense 
budget will play out in the long run.”  
 
HASC FY 2015 Army 
 
Key Points: 

 Members pressed Army leaders on troops 
figures under the current budget request and 
under sequestration with respect to the effect on 
readiness and capability 

 
On March 25, the House Armed Services 
Committee held a hearing on the FY 2015 
Army budget request with testimony from 
Secretary of the Army John McHugh and Army 
Chief of Staff General Raymond Odierno. 
 
Chairman Buck McKeon (R-CA) stated that 
“[b]ased on what we know about this budget, 
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the continued impacts of sequestration, and 
General Odierno’s testimony during the 
strategic choices management review hearing 
last fall, the Army is being forced down a path 
where it will be unable to fulfill its Title 10 
requirements.” He said that “General Odierno 
has already told us that the Army can meet the 
nation’s defense strategy with an Army 
comprised of 450,000 active, 335,000 National 
Guard, and 195,000 reserve forces…[b]ut to do 
so would be a fairly high risk.” McKeon 
asserted that “[h]owever, based on 
sequestration, the Army isn’t heading toward 
those numbers…[and] [t]hey’re actually heading 
towards 420,000 active, 315,000 guard, and 
185,000 reserve.” He contended that “[t]he 
defense strategy, reaffirmed in the Quadrennial 
Defense Review, assumes that future conflicts 
will involve limited stability operations, involve 
minimal casualties, and assume significant 
troop contributions from our partner 
countries.” McKeon contended that “the 
Department does not have the size -- have the 
size of the Army for long-duration land wars.” 
 
Ranking Member Adam Smith (D-WA) 
remarked that “[i]t is great that we were able to 
get a budget agreement at the end of last year 
that gave us some appropriations numbers and 
bills for FY ‘14 and FY ‘15…[b]the challenges 
are still great.” He asserted that the DOD 
generated a strategy in 2012 based on reduced 
resources and determined that an end-strength 
of 490,000 “was difficult…[p]erhaps not 
ideal…[b]ut, it was a strategy that most people 
in the DOD felt could be implemented.” Smith 
claimed that “since that time, that strategy has 
been blown up by further budget cuts, by 
sequestration, by government shutdowns, and 
all that.” He contended that the choice before 
the Committee and Congress is either spend 
more on defense or live within the fiscal 
bounds set in statute. Smith stated that “[a]nd 
that’s what gets you to the decisions you have 

made in this budget…[a]nd I believe that the 
decisions are sound…[but] certainly 
controversial.” 
 
McKeon asked Odierno if “based on this 
budget and an active duty end-strength of 
450,000 directed by the [Office of the Secretary 
of Defense], do you still believe that the Army 
will assume fairly high risk in meeting the 
defense strategic guidance” and “if it’s a fairly 
high risk at the 450,000 level, what level of risk 
do you assume at the 420,000 level.” Odierno 
responded that “at the 440,000 to 450,000 
level, I believe it is significant risks to meet the 
defense strategic guidance, but we can meet 
it…based on the assumptions that we 
made…[which] are optimistic.” He added that 
“[a]t 420,000, and it’s not just the active…[i]t’s 
the reduction in the National Guard and the 
U.S. Army Reserve as well under sequestration, 
that will make it very difficult.” Odierno stated 
that “[a]s we reduce capacity, we lose 
flexibility.” Smith asked if McHugh has “an 
estimate at this point, as you draw down, what 
excess basing, what percentage of excess basing 
capacity you have at this point.” McHugh 
responded that “[w]e’ve done a cursory 
analysis…but the figures we show right now is 
in the continental United States, approximately 
15 to 20 percent in excess.”  
 
Seapower & Projection Forces Subcommittee 
Chairman J. Randy Forbes (R-VA) asked 
McHugh whether “it would be fair to say that 
you did not build your strategy around the 
budget.” McHugh stated that “I think it’s fair 
to say that this was a strategy first development 
and program.” Odierno said that “this budget 
that the President has submitted…I think that’s 
the floor of what we need in order for us to 
execute this strategy.” He asserted that “[o]nce 
we go below that, we can no longer execute the 
strategy.”  
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HAC-D FY 2015 Air Force Budget Request 
 
Key Points: 

 Members asked Air Force leaders about major 
weapons procurements and modernization 
efforts in light of the current budgetary 
environment 

 Secretary James warned that a number of these 
platforms would be put in jeopardy if 
sequestration reoccurs 

 
On March 26, the House Appropriations 
Committee’s Defense Subcommittee held a 
hearing on the Air Force’s FY 2015 budget 
request with testimony from Secretary of the 
Air Force Deborah Lee James and Air Force 
Chief of Staff General Mark Welsh III. 
 
Chairman Rodney Frelinghuysen (R-NJ) stated 
that “[a]ir power is vital to the Department’s 
ability to project power globally and to rapidly 
respond to contingencies…[and] [t]he Air 
Force brings capabilities critical to national 
security in the air.” He said that “[w]e will 
incorporate next generation equipment and 
concepts into the force to address sophisticated 
threats…[and] [k]ey priorities include, 
continuing plans to field a new generation of 
combat aircraft and making advancements in 
cyber capabilities, avionics, weapons, tactics, 
and training.” Frelinghuysen explained that 
“[t]hose are not my words, they come directly 
from the Quadrennial Defense Review and 
they illustrate the tough decisions the Air Force 
will have to make balancing current readiness 
with future modernization.” He remarked that 
“[t]his Committee also has some tough 
decisions to make in the coming week.” 
Frelinghuysen stated that “this morning we’re 
anxious to know from our witnesses where our 
Air Force is going with this nuclear mission, 
with the F-35 procurement, with the KC tanker 
program, with the combat rescue helicopter, 
next general JSTARS platform, the proposed 

long range strike bomber, the role of 
unmanned aerial vehicles (UAV), the 
competition between U-2 and Global Hawk, 
the high altitude Intelligence, Surveillance, and 
Reconnaissance (ISR) and other military 
satellites and the role and size of our Guard, 
Air Guard and Reserves.” He added that “[w]e 
must also seek your views on military 
modernization in China, and the threats posed 
by the Russian Federation and what we call 
trans-national terrorists.” 
 
James stated that “I do want to join with our 
Secretary of Defense, and ask you to approve 
another round of BRAC in 2017.” She claimed 
that “if we have to revert to the sequestration 
level budgets in FY ‘16 and beyond…[w]e feel 
that it would compromise our national security 
too much.” James asserted that “if we return to 
sequestration-level budgets, this would mean 
retiring up to 80 more aircraft, including the 
entire KC-10 Tanker fleet, deferring sensor 
upgrades for Global Hawk, which would bring 
it up to parity with the U-2, retiring Global 
Hawk Block 40 Fleet, slowing the purchases of 
the F-35, reducing our caps further of 
Predators and Reapers.” She contended that 
“[w]e wouldn’t be able to do that next-
generation engine technology I told you about 
and we might have to relook the combat rescue 
helicopter and a whole series of other things.” 
James stated that “the bottom line is it’s a bad 
deal for the Air Force, for the DOD and the 
country.” 
 
Representative Jim Moran (D-VA) asserted that 
“this Subcommittee has, relatively speaking, 
been pretty supportive of the F-35…[a]nd it’s a 
great plane.” He claimed “we would be remiss 
if we did not raise questions over a fleet that 
the most recent cost estimate is going to cost 
us a trillion dollars.” Moran said that “the 
decision…to concurrently test and produce the 
F-35…has led to a number of problems that 
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are kind of unprecedented in terms of the 
procurement process” including “a system 
that’s supposed to prevent explosions after a 
fuel tank is hit by a bullet, and that’s defective,” 
“the helmet-mounted display, that has not 
done well in testing,” and “the distributed 
aperture system, you know, you have these six 
infrared cameras that track the incoming 
missiles, it has failed in its most basic function 
as a missile warning and defense system, and 
now can’t tell the difference between incoming 
missiles and the system’s own decoy flares.” 
James responded that “I totally agree with you 
about the money…and I think that trillion 
dollar figure, which is just so enormous, also 
goes to the 50 years of operations and 
sustainability and whatnot.” She added that I’ve 
already met probably four times with the 
program manager on this, General 
Bogdan…[and] I‘ve sat down with the head of 
Lockheed Martin, and I’ve specifically, you 
know, talked to her about some of these key 
concerns.” Welsh stated that “I’m confident 
that we’re gonna be Initial Operational 
Capability (IOC) in 2016…[and] [t]he airplane’s 
performance has been on track since 2011.” 
 
South Korea Selects F-35; Italy May Cut 
Buy; GAO Issues Report Critical of F-35 
Software Development, Claims Date of 
Delivery to Marines Could be Delayed 
More than A Year 
 
Key Points: 

 The GAO finds that the F-35’s software 
problems could delay delivery of the F-35B 
variant to the Marine Corps by 13 months 

 South Korea opts for the F-35 in a rebid 
announced last year 

 Italy, an F-35 partner nation, may further 
reduce its purchase in a budget cutting move 

On March 24, the Government Accountability 
Office (GAO) released an assessment of the F-
35’s software program, which found that 

“[d]elays in developmental flight testing of the 
F-35’s critical software may hinder delivery of 
the warfighting capabilities the military services 
expect.” If left unaddressed, these delays could 
push back the delivery date of the F-35B to the 
Marine Corps, the first of the three variants 
scheduled to be delivered. The GAO also 
expressed concern that given the current 
budgetary environment, additional funding to 
correct the software problems may not be 
readily available.   
 
The GAO asserted that “persistent software 
problems have slowed progress in mission 
systems flight testing, which is critical to 
delivering the warfighting capabilities expected 
by the military services.” The GAO claimed 
that “[t]hese persistent delays put the program’s 
development cost and schedule at risk.” The 
GAO stated that “[a]s a result, the Director of 
Operational Test and Evaluation (DOT&E) 
now projects that the warfighting capabilities 
expected by the Marine Corps in July 2015, will 
not likely be delivered on time, and could be 
delayed as much as 13 months.” The GOA 
explained that “[t]his means that the Marine 
Corps may initially receive less capable aircraft 
than it expects, and if progress in mission 
systems software testing continues to be slower 
than planned, Air Force and Navy initial 
operational capabilities may also be affected.” 
 
The GAO noted that “[t]o execute the program 
as planned, the Department of Defense (DOD) 
will have to increase funds steeply over the 
next 5 years and sustain an average of $12.6 
billion per year through 2037; for several years, 
funding requirements will peak at around $15 
billion.” The GAO stated that “[a]nnual 
funding of this magnitude clearly poses long-
term affordability risks given the current fiscal 
environment…[and] [t]he program has been 
directed to reduce unit costs to meet 
established affordability targets before full-rate 
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production begins in 2019, but meeting those 
targets will be challenging as significant cost 
reductions are needed.” 
 
The GAO stated that “[d]ue to the uncertainty 
surrounding the delivery of F-35 software 
capabilities, we recommend that the Secretary 
of Defense conduct an assessment of the 
specific capabilities that realistically can be 
delivered and those that will not likely be 
delivered to each of the services by their 
established initial operational capability dates.” 
The GAO asserted that “[t]he results of this 
assessment should be shared with Congress 
and the military services as soon as possible but 
no later than July 2015.”  
 
However, the F-35 program did receive good 
news this week as another U.S. ally joined 
Japan and Israel in agreeing the buy the fifth-
generation fighter. On March 24, the South 
Korea government announced that it has 
selected Lockheed Martin’s F-35A over 
Eurofighter’s Typhoon and Boeing’s F-15SE 
Silent Eagle for 40 fighters costing as much as 
$6.7 billion. The F-35s would replace South 
Korea’s F-4s and F-5s. In September 2013, the 
South Korean government opted to restart the 
procurement instead of awarding the contract 
to Boeing for the F-15SE on the basis of 
threatening actions by North Korea and the 
need for stealth capabilities. Boeing’s bid cost 
less than the bids submitted by Eurofighter and 
Lockheed Martin. 
 
Last week, a document was leaked by Italy’s 
ruling party that the current government may 
opt to further reduce its purchase of F-35s 
from 90 to 45 fighters. The cut would be one 
of a number of defense reductions 
implemented to help the Italian government 
achieve fiscal stability. Italy is a partner nation 
in the F-35 development and had initially 
committed to buying 131 F-35s 

 
Upcoming Hearings and Events 
 
April 1 
FY 2015 Defense Authorization: The Senate 
Armed Services Committee will hold a hearing 
to discuss the FY 2015 Defense Authorization 
for European Command and U.S. 
Transportation Command. 
 
Nonproliferation Programs: The Senate 
Armed Services Committee will hold a hearing 
to discuss nonproliferation programs at the 
Department of Energy and the Department of 
Defense. 
 
April 2 
FY 2015 Defense Authorization: The Senate 
Armed Services Committee will hold a hearing 
to discuss Marine Corps modernization. 
 
FY 2015 Defense Authorization: The Senate 
Armed Services Committee will hold a hearing 
to discuss tactical aircraft programs. 
 
Military Construction/Base Closures: The 
Senate Armed Services Committee will hold a 
hearing to discuss military construction, 
environmental, energy and base closure 
programs. 
 
FY 2015 Defense Authorization: The Senate 
Armed Services Committee will hold a hearing 
to discuss ballistic missile defense policy. 
 
FY 2015 Defense Authorization: The House 
Appropriations Committee will hold a hearing 
to discuss the Defense Health Program. 
 
FY 2015 Defense Authorization: The House 
Armed Services Committee will hold a hearing 
to discuss military commands. 
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FY 2015 Defense Authorization: The House 
Armed Services Committee will hold a hearing 
to discuss ground force modernization 
programs. 
 
FY 2015 Defense Authorization: The House 
Armed Services Committee will hold a hearing 
to discuss Air Force Projection Forces Aviation 
Programs and Capabilities. 
 
Benghazi: The House Select Committee on 
Intelligence will hold a hearing to discuss the 
Obama Administration’s role in the Benghazi 
embassy attack. 
 
April 3 
FY 2015 Defense Authorization: The Senate 
Armed Services Committee will hold a hearing 
to discuss the posture of the Department of the 
Army. 
 
FY 2015 Defense Authorization: The House 
Appropriations Committee Defense 
Subcommittee will hold a closed hearing to 
discuss the budget for the Missile Defense 
Agency. 
 
FY 2015 Defense Authorization: The House 
Appropriations Committee Defense 
Subcommittee will hold a hearing to discuss the 
budget for the National Guard and United 
States Army. 
 
FY 2015 Budget: The House Appropriations 
Committee Energy & Water Subcommittee will 
hold a hearing to discuss the Department of 
Energy and National Nuclear Security 
Administration weapons activities. 
 
2014 Quadrennial Defense Review: The 
House Armed Services Committee will hold a 
hearing to discuss the 2014 Quadrennial 
Defense Review. 
 

FY 2015 Defense Authorization: The House 
Armed Services Committee will hold a hearing 
to discuss national security space activities. 
 
April 4 
Member Hearing Day: The House 
Appropriations Committee Defense 
Subcommittee will hold a members’ hearing 
day. 
 
FY 2015 Defense Authorization: The House 
Armed Services Committee Subcommittee on 
Intelligence, Emerging Threats & Capabilities 
will hold hearing to discuss the budget request 
for intelligence activities. 
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH 

 
House Advances Temporary Doc Fix Amid 
Physician Opposition; Senate to Act Next 
Week 
 
Key Points: 

 The House passed a 1 year SGR fix that 
included numerous other Medicare extenders 

 Legislation was opposed by the AMA and 
many specialty physician groups 

 Senate scheduled to vote March 31 on House-
passed bill  
 

On Thursday, the House approved by voice 
vote legislation (H.R. 4302) that would provide 
a one year fix to the Medicare Sustainable 
Growth Rate (SGR) and extends for one year a 
number of other Medicare payment policies. 
Negotiations on the temporary fix took a 
dramatic turn this week when the American 
Medical Association (AMA) and dozens of 
physician specialty groups and state medical 
societies indicated their opposition to the 
legislation.  
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Many stakeholders in the medical community 
cited the need for a permanent fix, while others 
urged opposition to one of the pay-fors 
included in the bill that would revise and 
expand identification of potentially misvalued 
codes. Meanwhile, some conservative groups 
also opposed the bill over pay-fors, claiming 
that budget gimmicks were utilized to help 
offset the cost of the package.  
 
The bill was brought to the House Floor under 
suspension of the rules, meaning it faced a two-
thirds threshold for passage. With the result of 
the vote in doubt, the bill was passed quickly by 
voice vote, leading to complaints by some rank 
and file Members in both parties that a 
procedural tactic was used to avoid a recorded 
vote. The AMA released a statement reiterating 
its opposition to the temporary fix, and claimed 
that “Congressional leadership had to resort to 
trickery” in order to pass the bill amid 
physician opposition.   
 
Members that supported the fix expressed their 
hope to find a long-term solution, but said it 
was necessary to act before the expiration of 
the current patch on March 31. The House 
passed a bill earlier this month that would 
permanently fix the SGR, but it was paid for by 
a five year delay of the Affordable Care Act’s 
(ACA) individual health insurance mandate 
which is opposed by Senate Democratic 
Leadership and the White House. Senate 
Finance Committee Chairman Ron Wyden (D-
OR) has his own permanent fix legislation, but 
Democrats and Republicans have not yet 
figured out a path forward on paying for the 
bill, which the Congressional Budget Office 
(CBO) has estimated would cost around $180 
billion including a permanent fix to other 
Medicare extenders.   
 

Senate Majority Leader Harry Reid (D-NV) 
said that the Senate would consider the House-
passed 1 year fix on March 31. No 
amendments will be allowed, increasing the 
likelihood that the 1 year fix will be signed into 
law by April 1.  
 
Administration Announces Extension to 
Key ACA Deadline; Touts New Enrollment 
Numbers  
 
Key Points: 

 ACA open enrollment deadline extended 
beyond March 31 for certain individuals 

 White House announces more than 6 million 
have enrolled in exchanges; claims sharp 
uptick in visits to HealthCare.gov  

 
The White House announced this week that 
enrollment in the Affordable Care Act’s (ACA) 
exchanges has topped six million, exceeding the 
revised Congressional Budget Office (CBO) 
estimate on enrollment by March 31. Final 
numbers are expected to fall short of the 
Administration’s initial goal of 7 million 
enrolled by the end of March.   
 
The Department of Health and Human 
Services (HHS) credited a recent uptick in visits 
to HealthCare.gov. Citing this “surge in 
demand,” the Administration announced 
another delay to a key ACA deadline, providing 
individuals that attest that they attempted to 
obtain coverage prior to March 31 an extended 
period of time to enroll.    
 
Republicans sharply criticized the delay, arguing 
that the Administration contradicted its 
repeated statements that the open enrollment 
deadline would not be extended, and essentially 
creates an honor system for enrollees with no 
way to verify whether they actually tried to get 
covered before the deadline. The White House 
said the grace period was similar to an 
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allowance made by the Bush Administration 
allowing seniors additional time to enroll in 
Medicare Part D.  
 
Upcoming Hearings and Events 
 
April 1 
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.  
 
April 2 
FY 2015 HHS Appropriations: The Labor, 
Health and Human Services, Education and 
Related Agencies Subcommittee of Senate 
Appropriations Committee will hold a hearing 
on proposed fiscal 2015 appropriations for 
agencies, programs and activities under its 
jurisdiction. 
 
April 3 
Mental Health: The Health Subcommittee of 
House Energy and Commerce Committee will 
hold a hearing on the Helping Families in 
Mental Health Crisis Act of 2013. 
 
April 9 
VA Medical Care Delays: The House 
Veterans’ Affairs Committee will hold a hearing 
titled “A Continued Assessment of Delays in 
VA Medical Care and Preventable Veteran 
Deaths.” 

 
For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
 
 
 

TRANSPORTATION AND 
INFRASTRUCTURE  
 
MAP-21 Reauthorization Hearing 
 
Key Points: 

 Chairman Boxer says she and Ranking 
Member Vitter aim to markup a surface 
transportation reauthorization by late April 

 Members focused on potential changes to 
project approval processes to streamline project 
completion 

 
On March 27, the Senate Environment and 
Public Works Committee held a hearing titled 
“MAP-21 Reauthorization: State and Local 
Perspectives on Transportation Priorities and 
Funding.” The Committee discussed how the 
“Moving Ahead for Progress in the 21st 
Century Act” (MAP-21) has helped to support 
local and state transportation projects and the 
potential impact of the impending insolvency 
of the Highway Trust Fund (HTF) on state and 
county transportation agencies. 
 
Chairman Barbara Boxer (D-CA) emphasized 
the importance of maintaining safe and 
efficient transportation for local communities. 
She said the investing in infrastructure is 
necessary to maintaining global 
competitiveness, which will require Congress 
ensuring the long term solvency of the HTF. 
She stated that the Congressional Budget 
Office (CBO) has reported that the HTF will 
become insolvent by September 2014. Boxer 
said MAP-21 included transformation reforms 
to improve flexibility, reduce cost, and require 
accountability for surface transportation 
programs, and that the Committee will 
continue to track the Department of 
Transportation’s (DOT) progress on 
implementing its various provisions. She 
expressed support for a six year surface 
transportation reauthorization bill, promising 
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to work with the leadership of the Senate 
Finance Committee to finance the legislation.  
She said the Committee will hold a markup 
hearing on their version of the bill at the end of 
April. She explained that Senator Tom Carper 
(D-DE) and Senator John Barrasso (R-WY), 
the Chair and Ranking Member of the 
Committee’s Transportation and Infrastructure 
Subcommittee, will join the Chairman and 
Ranking Member as part of the “big four” that 
will draft the legislation.  
  
Ranking Member David Vitter (R-LA) stressed 
the importance of investing in both small, local 
roads and large interstate highway systems as 
part of improving the U.S.’s overall 
transportation network. He emphasized that 
progress cannot be made towards that 
“cohesive network” without having a reliable 
funding source for the HTF. He stated that any 
solution to solve the funding shortfalls must 
also include policy changes that streamline 
project development and improve public trust. 
He expressed support for flexible and 
accessible apportionment programs, while 
keeping the Federal Government “out of the 
business of choosing winners and losers.”    
 
Boxer said it is important for the federal 
government to be able to ensure that federal 
grants are used in an efficient manner. She 
asked Indianapolis Mayor Greg Ballard why the 
Cardin-Cochran amendment to MAP-21 has 
been successful. Ballard said it mandates that 
federal funds go to Metropolitan Planning 
Organizations (MPO) and local governments. 
Boxer asked Cornett to elaborate on the 
General Electric (GE) issue he mentioned 
during his testimony. Cornett said GE is 
seeking to add an off-ramp to a federal highway 
to access a new GE facility and it is being 
delayed by a FHWA Access Justification 
Report. Boxer said the federal government has 

an interest in ensuring safety on federal 
highways.  
 
Vitter asked St. Landry’s Parish President Bill 
Fontenot whether it would be helpful to 
bundle multiple bridge projects into single 
grant applications to increase efficiency. 
Fontenot responded that bundling with other 
parishes or with the state would advance 
projects with greater efficiency. Vitter asked 
Fontenot what lessons can be learned from the 
Smooth Ride Home sales tax legislation passed 
by the St. Landry Parish government. Fontenot 
said he recognized the need to act locally and 
worked to gain grassroots support for the law, 
stressing to voters that revenue from the tax 
would go directly to road improvements.   
 
Senator Bernie Sanders (I-VT) asked the panel 
for suggestions to increase funding for the 
HTF. Rhode Island Department of 
Transportation Director Michael Lewis, 
Vermont Agency of Transportation Deputy 
Secretary Sue Minter, Ballard and Cornett 
recommended a tax on vehicle miles traveled 
(VMT). Senator Deb Fischer (R-NE) asked 
Converse County Commission Chairman Jim 
Willox to estimate the cost that complying with 
environmental impact assessments adds to 
projects. Willox said it varies from project to 
project, but many small projects require 
hundreds of pages of documents to be filed.  
 
FMCSA Proposes Supplemental Rule on 
Electronic Logging Devices as Part of 
Hours of Service Rule Affecting Many 
Truck Drivers 
 
Key Points: 

 FMCSA seeks to alter rule to conform to an 
adverse ruling by the Seventh Circuit Court of 
Appeals 

 The new rule would set minimum standards 
for performance and design standards for 
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hours-of-service (HOS) electronic logging 
devices (ELDs) 

 
On March 28, the Federal Motor Carrier Safety 
Administration (FMCSA) proposed a 
Supplemental Notice Of Proposed Rulemaking 
(SNPRM) to the Federal Motor Carrier Safety 
Regulations (FMCSRs) “to establish: Minimum 
performance and design standards for hours-
of-service (HOS) electronic logging devices 
(ELDs); requirements for the mandatory use of 
these devices by drivers currently required to 
prepare HOS records of duty status (RODS); 
requirements concerning HOS supporting 
documents; and measures to address concerns 
about harassment resulting from the mandatory 
use of ELDs.” The FMCSA stated that “[t]his 
rulemaking supplements the Agency’s February 
1, 2011, Notice of Proposed Rulemaking 
(NPRM) and addresses issues raised by the U.S. 
Court of Appeals for the Seventh Circuit in its 
2011 decision vacating the Agency’s April 5, 
2010, final rule concerning ELDs as well as 
subsequent statutory developments.” The 
FMCSA claimed that “[t]he proposed 
requirements for ELDs would improve 
compliance with the HOS rules.” 
 
The FMCSA claimed that the proposed rules 
“would improve commercial motor vehicle 
(CMV) safety and reduce the overall paperwork 
burden for both motor carriers and drivers by 
increasing the use of ELDs within the motor 
carrier industry, which would in turn improve 
compliance with the applicable HOS rules.” 
The FMCSA stated that “[s]pecifically, this 
SNPRM proposes:  

(1) Requiring new technical 
specifications for ELDs that address 
statutory requirements;  
(2) mandating ELDs for drivers 
currently using RODS;  
(3) clarifying supporting document 
requirements so that motor carriers and 

drivers can comply efficiently with 
HOS regulations, and so that motor 
carriers can make the best use of ELDs 
and related support systems as their 
primary means of recording HOS 
information and ensuring HOS 
compliance; and  
(4) proposing both procedural and 
technical provisions aimed at ensuring 
that ELDs are not used to harass 
vehicle operators. 

 
FHWA Unveils Changes to Highway Safety 
Improvement Program 
 
Key Points: 

 The Federal Highway Administration 
proposed a rule to implement safety provisions 
created in MAP-21 

 
On March 28, the Federal Highway 
Administration (FHWA) issued a Notice of 
Proposed Rulemaking (NPRM) “to propose 
changes to Highway Safety Improvement 
Program (HSIP) regulations to address 
provisions in the “Moving Ahead for Progress 
in the 21st Century Act” (MAP-21) as well as 
to incorporate clarifications to better explain 
existing regulatory language.” The FHWA 
stated that the rule would amend the 
Department of Transportation’s (DOT) 
regulations to address MAP-21 provisions that 
removed the requirement for States to prepare 
a Transparency Report, removed the High Risk 
Rural Roads set-aside, and removed the 10 
percent flexibility provision for States to use 
safety funding in accordance with federal law.” 
The FHWA said that the NPRM would 
“address a MAP-21 provision that requires 
DOT to establish a subset of roadway data 
elements that are useful to the inventory of 
roadway safety, and to ensure that States adopt 
and use the subset” and “MAP-21 provisions 
that add State Strategic Highway Safety Plan 
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update requirements and require States to 
develop HSIP performance targets.”  
 
The FHWA stated that “[a] key component of 
this proposal is the requirement for States to 
collect and use a set of proposed roadway data 
elements for all public roadways, including 
local roads. Example proposed data elements 
include elements to classify and delineate 
roadway segments (e.g., beginning and end 
point descriptors), elements to identify roadway 
physical characteristics (e.g., median type and 
ramp length), and elements to identify traffic 
volume.” The FHWA asserted that “[t]he 
purpose of this proposal, in addition to 
satisfying a statutory requirement, is to improve 
States’ ability to estimate expected number of 
crashes at roadway locations, with the ultimate 
goal to improve States’ allocation of safety 
resources.”  
 
Passenger Train Exterior Side Door Safety 
Rule Proposed 
 
Key Points: 

 FRA proposes new safety standards for 
passenger train doors “to reduce the number 
and severity of injuries caused by exterior side 
doors striking or trapping passengers” 

 
On March 26, the Federal Railroad 
Administration (FRA) published a Notice of 
Proposed Rulemaking (NPRM) in the Federal 
Register “to improve the integrity of passenger 
train exterior side door safety systems and 
promote passenger train safety overall through 
new safety standards relating to the safe 
operation and use of passenger train exterior 
side doors.” The FRA stated that “[t]his 
proposed rule is intended to limit the number 
and severity of injuries involving passenger 
train exterior side doors and enhance the level 
of safety for passengers and train 

crewmembers.” The FRA specified that written 
comments must be received by May 27, 2014. 
 
The FRA asserted that its “principal reason for 
initiating this rulemaking is to reduce the 
number and severity of injuries caused by 
exterior side doors striking or trapping 
passengers as they board or alight from 
passenger trains in non-emergency 
situations…[and] has observed that incidents 
involving exterior side doors in routine use on 
passenger trains have previously resulted in 
casualties and serious injuries.” 
 
The FRA explained that “[o]ther proposed 
requirements include, but are not limited to:  

 Equipping new passenger cars with 
powered side doors with an obstruction 
detection system and a door by-pass 
feature;  

 connecting new passenger cars with 
either manual or powered exterior side 
doors to a door summary circuit to 
prohibit the train from developing 
tractive power if any of the exterior side 
doors are open; safety briefing for train 
crews to identify crewmember 
responsibilities as they relate to the safe 
operation of the exterior side doors;  

 operating passenger trains with their 
exterior side doors and trap doors 
closed when in motion between 
stations, except in limited 
circumstances or if prior approval has 
been received from FRA;  

 and railroads developing operating rules 
on how to safely override a door 
summary circuit or a no-motion system, 
or both, as well as how to safely operate 
the exterior side doors of a passenger 
train with incompatible exterior side 
door safety systems. 

 
Upcoming Hearings and Events 
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April 1 
General Motors Recall: The House Energy & 
Commerce Committee Subcommittee on 
Oversight & Investigations will hold a hearing 
to discuss the General Motors ignition switch 
recall. 
 
April 2 
General Motors Recall: The Senate 
Committee on Commerce, Science & 
Transportation will hold a hearing to discuss 
the General Motors recall and NHTSA’s defect 
investigation process. 
 
FY 2015 Budget: The House Transportation 
& Infrastructure Committee will hold a hearing 
to discuss budget priorities for the Army Corps 
of Engineers. 
 
Hazardous Materials: The House 
Transportation & Infrastructure Committee 
will hold a hearing to discuss hazardous 
materials reauthorization. 
 
April 3 
Disaster Mitigation: The House 
Transportation & Infrastructure Committee 
will hold a hearing entitled “Disaster 
Mitigation: Reducing Costs and Savings Lives.” 
 
Transportation Modes: The House 
Appropriations Committee’s Transportation, 
Housing and Urban Development, and Related 
Agencies Subcommittee will hold a hearing to 
discuss various transportation modes. 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201.  
 
TECHNOLOGY 
 
President Releases Recommendations on 
Changes to NSA’s Bulk Telephony 

Metadata Program; House Committee 
Releases Bill 
 
Key Points: 

 The President announced the results of the 
DOJ/DNI evaluation of alternatives to 
current NSA surveillance practices and calls 
for the government to seek an order to the 
FISC to obtain records from telephone 
providers 

 House Intelligence Committee releases bill with 
similar parameters, which the House Judiciary 
Committee objects to on procedural grounds 

 
On March 27, the White House announced its 
preferred approach to reforming the National 
Security Agency’s (NSA) Section 215 bulk 
telephony metadata surveillance programs, 
which would end the NSA’s practice of 
collecting and storing this information. Instead, 
the NSA would request “individual orders” 
from the Foreign Intelligence Surveillance 
Court (FISC) to obtain specific data from 
telecom companies. The White House’s 
announcement came the day after the 
Chairman and Ranking Member of the House 
Intelligence Committee unveiled their NSA 
reform bill that tracks closely with the Obama 
Administration’s approach. However, in an 
apparent break with recent practice, the House 
Judiciary Committee does not have primary 
jurisdiction over the bill. 
 
White House’s Legislative Proposal 
 
In a March 27 statement, President Barack 
Obama noted that in his January speech on 
signals intelligence he “directed the Intelligence 
Community and the Attorney General to use 
this transition period to develop options for a 
new approach to match the capabilities and fill 
gaps that the Section 215 program was 
designed to address without the government 
holding this metadata.” He claimed that “[a]s 

http://www.williamsandjensen.com/
http://energycommerce.house.gov/hearing/%E2%80%9C-gm-ignition-switch-recall-why-did-it-take-so-long%E2%80%9D
http://www.commerce.senate.gov/public/index.cfm?p=Hearings&ContentRecord_id=878092ca-3da8-4a43-8948-6f50822a1938&ContentType_id=14f995b9-dfa5-407a-9d35-56cc7152a7ed&Group_id=b06c39af-e033-4cba-9221-de668ca1978a&MonthDisplay=4&YearDisplay=2014
http://transportation.house.gov/calendar/eventsingle.aspx?EventID=374199
http://transportation.house.gov/calendar/eventsingle.aspx?EventID=374285
http://transportation.house.gov/calendar/eventsingle.aspx?EventID=372904
http://appropriations.house.gov/calendar/eventsingle.aspx?EventID=374112
mailto:mdkans@wms-jen.com
http://www.whitehouse.gov/the-press-office/2014/03/27/statement-president-section-215-bulk-metadata-program


Williams & Jensen – Washington Update March 28, 2014 
   

  
 

 
Williams & Jensen, PLLC 

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

www.williamsandjensen.com 
 

Page 29 of 33 

part of this process, we consulted with the 
Congress, the private sector, and privacy and 
civil liberties groups, and developed a number 
of alternative approaches.” Obama declared 
that “[h]aving carefully considered the available 
options, I have decided that the best path 
forward is that the government should not 
collect or hold this data in bulk.” He added that 
“[i]nstead, the data should remain at the 
telephone companies for the length of time it 
currently does today…[and] [t]he government 
would obtain the data pursuant to individual 
orders from the Foreign Intelligence 
Surveillance Court (FISC) approving the use of 
specific numbers for such queries, if a judge 
agrees based on national security concerns.”  
 
Obama noted that “[l]egislation will be needed 
to permit the government to obtain this 
information with the speed and in the manner 
that will be required to make this approach 
workable.” He stated that “[g]iven that this 
legislation will not be in place by March 28 and 
given the importance of maintaining this 
capability, I have directed the Department of 
Justice to seek a 90-day reauthorization of the 
existing program [from the FISC] including the 
modifications I directed in January.”   
 
In a fact sheet, the White House explained that 
“a new program would be created with the 
following key attributes: 

 the government will not collect these 
telephone records in bulk; rather, the 
records would remain at the telephone 
companies for the length of time they 
currently do today;  

 absent an emergency situation, the 
government would obtain the records 
only pursuant to individual orders from 
the FISC approving the use of specific 
numbers for such queries, if a judge 
agrees based on national security 
concerns; 

 the records provided to the 
government in response to queries 
would only be within two hops of the 
selection term being used, and the 
government’s handling of any records it 
acquires will be governed by 
minimization procedures approved by 
the FISC; 

 the court-approved numbers could be 
used to query the data over a limited 
period of time without returning to the 
FISC for approval, and the production 
of records would be ongoing and 
prospective; and 

 the companies would be compelled by 
court order to provide technical 
assistance to ensure that the records 
can be queried and that results are 
transmitted to the government in a 
usable format and in a timely manner.” 

 
FISA Transparency and Modernization Act of 2014 
 
On March 25, House Intelligence Committee 
Chairman Mike Rogers (R-MI) and Ranking 
Member Dutch Ruppersberger (D-MD) 
introduced the “FISA Transparency and 
Modernization Act of 2014” (H.R. 4291) that 
“ends bulk collection of metadata under the 
Foreign Intelligence Surveillance Act, including 
telephone, email, and internet metadata.” They 
added that the bill “also codifies a ban on the 
bulk collection of bulk firearm sales records, 
library records, medical records, tax returns, 
educational records, and other sensitive 
personal records.”  
 
In their press release, Rogers and 
Ruppersberger claimed that H.R. 4291 “allows 
the government to obtain only the metadata it 
uses to safeguard the United States against 
terrorists and other foreign bad actors in a 
targeted, individualized way with robust judicial 
review.” They contended that “[i]f the 
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government has a reasonable and articulable 
suspicion that an individual phone number is 
associated with terrorism, the government 
could, under a program with significant court 
and congressional oversight, direct 
communication companies to query their 
records and provide the government with 
numbers connected with that suspect number.” 
Rogers and Ruppersberger stated that “[t]he 
government would be required to seek court 
approval before and after obtaining metadata 
from communication companies:” (emphasis in 
the original.) 

 Before the government could direct a 
company to provide targeted metadata, 
the government must create, and the 
Foreign Intelligence Surveillance Court 
(FISC) must approve, selection 
procedures to ensure it only obtains 
metadata associated with legitimate 
terrorist and foreign intelligence targets. 

 After the government directs a 
company to provide targeted metadata, 
the government must submit the 
evidence supporting its request to the 
FISC for judicial review.  If the court 
disapproves, it can order the 
government to purge any metadata it 
received. 

 
However, Members of the House Judiciary 
Committee have objected to a ruling by the 
House’s Parliamentarian that made the House 
Intelligence Committee the committee of 
primary jurisdiction. In a March 26 press 
release, senior Judiciary Committee Democrat 
Jerrold Nadler (D-NY) asserted that “[t]he 
House Judiciary Committee, not the Permanent 
Select Committee on Intelligence, has always 
been the primary forum to debate the 
appropriate scope of government 
surveillance…[and] [t]his Committee has long 
taken the lead, and held responsibility, for 
ensuring that our national security needs do not 

trump our core Constitutional freedoms.” On 
March 28, Judiciary Committee Chairman Bob 
Goodlatte (R-VA), Ranking Member John 
Conyers (D-MI), Crime, Terrorism, Homeland 
Security, and Investigations Subcommittee 
Chairman Jim Sensenbrenner (R-WI) and 
Subcommittee Ranking Member Bobby Scott 
(D-VA) issued a joint statement asserting that 
“President Obama has outlined many good 
ideas to reform our nation’s surveillance 
programs, including ending the bulk telephone 
data collection program…[h]owever, these 
ideas need to be implemented through 
legislation that protects our privacy.” They 
stated that “[a]s the Committee of primary 
jurisdiction, we look forward to continuing to 
work on legislation with members from both 
sides of the aisle on the House Judiciary 
Committee to strengthen some of the ideas put 
forth by the President.” 
 
It appears that referring H.R. 4291 to the 
Intelligence Committee with a secondary 
referral to the Judiciary Committee is at odds 
with recent practice. The “FISA Amendments 
Act Reauthorization Act of 2012” (P.L. 112-
239) was introduced by then Judiciary 
Committee Chairman Lamar Smith (R-TX), 
and the Judiciary Committee had primary 
jurisdiction of the bill with the Intelligence 
Committee receiving a secondary referral. 
Similarly the “FISA Sunsets Extension Act of 
2011” (P.L. 112-3) was referred to the Judiciary 
Committee with a secondary referral to the 
Intelligence Committee. Under the Rules 
adopted at the beginning of the 113th 
Congress, the Judiciary Committee was given 
jurisdiction over “[t]he judiciary and judicial 
proceedings, civil and criminal” and “[c]ivil 
liberties.” By contrast, the Intelligence 
Committee was given jurisdiction over 
“proposed legislation…relating to the 
following…[i]ntelligence and intelligence-
related activities of all other departments and 
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agencies of the Government, including the 
tactical intelligence and intelligence-related 
activities of the Department of Defense.” 
 
Senate Committee Looks at Public-Private 
Cybersecurity Efforts 
 
Key Points: 

 Members and witnesses discussed the NIST’s 
voluntary Cybersecurity Framework and 
information sharing efforts between the public 
and private sectors 

 
On March 26, the Senate Homeland Security 
and Government Affairs Committee held a 
hearing entitled “Strengthening Public-Private 
Partnerships to Reduce Cyber Risks to Our 
Nation’s Critical Infrastructure.” Topics 
discussed in the hearing included, but were not 
limited to: the implementation of the Voluntary 
Cybersecurity Framework; government 
coordination with the private sector; liability 
protection; cyber personnel; and crisis 
management. 
 
Chairman Tom Carper (D-DE) said adversaries 
are getting into U.S. systems every day. He 
noted one of the most significant 
accomplishments in cybersecurity was the 
release of the Voluntary Cybersecurity 
Framework (the Framework) which is a 
blueprint towards better cybersecurity. He said 
it is a living, dynamic document and the 
Framework will continue to be updated to 
address new threats. He noted that not every 
company or state may be ready to use the 
Framework, but stressed there are programs to 
help facilitate adoption. He emphasized the 
importance of aiding small and medium-sized 
businesses and said the Framework “provides a 
much needed roadmap” for companies who 
want to improve their cybersecurity. He 
stressed the need for bipartisan legislation for 
cybersecurity, including modernizing federal 

networks, strengthening the public-private 
partnerships, and making information sharing 
easier. He called for the continued 
development of the “next generation” of cyber 
professionals. Ranking Member Tom Coburn 
(R-OK) expressed support for the Framework 
and the partnership between the public and 
private sectors to solve the problem. He noted 
“tremendous weaknesses” still exist. He 
expressed support for legislation that supports 
the development of personnel to manage cyber 
threats. 
  
Deputy Under Secretary of Homeland Security 
for Cybersecurity and Communications Phyllis 
Schneck, said one top priority is building public 
confidence and working with government 
partners. She stressed the greatest difficulty is 
speed and expressed support for the National 
Cybersecurity and Communications and 
Integration Center (NCCIC). She stressed the 
need for government agencies and the private 
sector to work together in partnership through 
the Framework. She noted efforts to get 
funding for state and local governments to 
adopt the Framework, which will improve 
protections for critical infrastructure. She 
emphasized the importance of supporting small 
and medium-sized businesses’ adoption of the 
Framework. She called for statutory 
clarification of the National Protection and 
Programs Directorate’s (NPPD) role and 
authority to allow it to react more quickly. She 
stressed the need for the government to be 
more competitive with the private sector to 
attract cyber personnel. 
 
National Institute of Standards and Technology 
Chief Cybersecurity Advisor Donna Dodson 
said the National Institute of Standards and 
Technology (NIST) stressed the Framework is 
a tool that any organization could use to build 
strong cybersecurity programs. She emphasized 
the voluntary nature of the program and 
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private sector engagement has brought many 
people to the table and said there is a proven 
track record that this collaboration results in 
more organizations following the 
recommendations. She said as organizations 
use the Framework, their experience can be 
reported back to keep pace with new 
technologies and developments. She 
emphasized that the cyber threat is “greater 
than it has ever been” and said NIST will 
continue to support a set of technical solutions 
and best practices to address these threats.  
 
Government Accountability Office Homeland 
Security and Justice Issues Director Stephen 
Caldwell said since 2003 the Government 
Accountability Office (GAO) has listed cyber 
security infrastructure as a “high-risk area.” He 
said the Department of Homeland Security 
(DHS) partnership has made progress is 
sharing information on threats, protection, and 
resiliency.  He stressed there have been many 
challenges in implementation. He noted GAO 
recommendations ask DHS to seek more focus 
on the program directives, share information 
more broadly at the sector and regional level, 
evaluate whether and how industry is using the 
assessments, and systematically assess the 
performance of the outreach efforts. He 
stressed DHS has taken a number of steps to 
establish partnerships but a lot of work still 
remains. He reiterated that until there is a 
better partnership, systems remain at risk.  
 
GAO Acknowledges Progress on EHRs 
But Calls For Further Action 
 
Key Points: 

 The GAO finds that more progress could be 

made by HHS and agencies in simplifying and 

clarifying standards for electronic health records 

 

On March 24, the Government Accountability 
Office (GAO) released a report finding that the 
Department of Health and Human Services 
(HHS) “and providers have made some 
progress toward addressing challenges reported 
by providers and others related to the 
electronic exchange of health information, but 
these challenges are complex and difficult to 
address and are likely to continue to persist.” 
The GAO interviewed stakeholders and 
providers “in four states with ongoing 
electronic health information exchange efforts 
[who] cited key challenges to exchange, in 
particular, issues related to insufficient 
standards, concerns about how privacy rules 
can vary among states, difficulties in matching 
patients to their records, and costs associated 
with exchange.” The GAO noted that 
“[o]fficials from the Centers for Medicare & 
Medicaid Services (CMS) and the Office of the 
National Coordinator for Health Information 
Technology (ONC)—agencies within the 
Department of Health and Human Services 
(HHS)—noted that they have several ongoing 
programs and initiatives to help address some 
aspects of these key challenges, but concerns in 
these areas continue to exist.”  
 
The GAO stated that “[s]ome of HHS’s most 
important efforts, such as designing the 2014 
edition of the standards and certification 
criteria to include an increased exchange 
capability in Medicare and Medicaid Electronic 
Health Record (EHR) systems, may lead to 
greater exchange over the next year.” The 
GAO added that “[i]n addition, exchange may 
increase as providers modify their systems to 
meet more stringent exchange-related 
requirements in Stage 2 of the EHR 
programs…[h]owever, a number of remaining 
challenges make these outcomes uncertain.”  
 
The GAO stated that “[t]o address challenges 
that affect the ability of providers to 
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electronically exchange health information, we 
recommend that the Secretary of Health and 
Human Services direct Centers for Medicare & 
Medicaid Services (CMS) and the Office of the 
National Coordinator for Health Information 
Technology (ONC) to take the following two 
actions: 

 develop and prioritize specific actions 
that HHS will take consistent with the 
principles in HHS’s strategy to advance 
health information exchange; and 

 develop milestones with time frames 
for the actions to better gauge progress 
toward advancing exchange, with 
appropriate adjustments over time. 

 
Upcoming Hearings and Events 
 
April 1 
Satellite Television: The Senate Committee 
on Commerce, Science & Transportation will 
hold a hearing to discuss the reauthorization of 
the Satellite Television Extension and Localism 
Act.  
 
April 2 
Personal Information Protection: The Senate 
Committee on Homeland Security & 
Governmental Affairs will hold a hearing to 
discuss data breaches and protecting personal 
information.  
 
Web Freedom: The House Energy & 
Commerce Committee will hold a hearing 
entitled “Ensuring the Security, Stability, 
Resilience, and Freedom of the Global 
Internet. 
 
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201.  
 
This Week in Congress was written by Laura 
Simmons.  
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