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TAX 
 
Current Treasury Officials Discuss 
Earnings Stripping Rules; Former Treasury 
Officials Come Out Against Inversion 
Regulations 
 
Key Points: 

 Deputy Assistant Treasury Stack says there 
will be an “intense” comment period on 
proposed earnings-stripping rules, and wants 
final rules to be “right from a policy point of 
view.” 

 18 former Treasury Department officials urged 
Treasury to drop its most recently issued 
inversions regulations 

 

This week, Deputy Assistant Secretary of the 
Treasury for International Tax Affairs Robert 
Stack said that the proposed rules intended to 
curb earnings stripping will have an “intense” 
comment period as the Department of the 
Treasury (Treasury) wants “to do things that 
are both right from a policy point of view and 
also minimize burdens on companies.” He 
acknowledged Treasury “may have missed 

This Week in Congress 

 House – The House passed the “No Hires for the Delinquent IRS Act” (H.R. 
1206); the “Ensuring Integrity in the IRS Workforce Act of 2015” (H.R. 3724); the 
“IRS Oversight While Eliminating Spending Act of 2016” (H.R. 4885); and H.R. 
4890, to impose a ban on IRS employee bonuses until a comprehensive customer service 
strategy is developed and implemented. 

 Senate – The Senate passed the “Federal Aviation Administration Reauthorization 
Act of 2016” (H.R. 636) and the “Energy Policy Modernization Act of 2015” 
(S.2012). The Senate began consideration of the “Energy and Water Development 
and Related Agencies Appropriations Act of 2016” (H.R.2028). 

 
Next Week in Congress 

 House – The House is expected to consider H.J. Res. 88, a bill that would disapprove 
of the Labor Department’s new definition of the term “fiduciary.” The House is also 
expected to vote on the “American Manufacturing Competitiveness Act of 2016” 
(H.R. 4923); the “Scholarships for Opportunity and Results Reauthorization Act” 
(H.R. 4901); and the “HALOS Act” (H.R. 4498), to specify when a business can make 
a presentation at a sponsored investor event without having to register a securities 
offering or verify the sophistication level of potential funders. 

 Senate –The Senate is expected to continue consideration of the “Energy and Water 
Development and Related Agencies Appropriations Act of 2016” (H.R.2028). 
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things and will be listening to taxpayers;” 
however, he made clear that the regulations are 
intended to stop earnings stripping.  
 
Another Treasury official said that the earnings 
stripping rules include a grandfather clause to 
prevent “race for the exit” and deals will not be 
recast until new earnings stripping regulations 
are final. While there is no set deadline for 
finalizing the rules and it is unknown if the 
earnings stripping and inversion rules will be 
finalized at the same time, Internal Revenue 
Service (IRS) Commissioner John Koskinen 
said the IRS would like to have its major 
regulations finalized by Labor Day.  
 
Also this week, former Treasury officials sent 
Secretary of the Treasury Jack Lew a letter 
asking him to reconsider the April 4 temporary 
and proposed regulations targeting inversions.  
 
Senate Finance Considers Tax Fraud 
Legislation 
 
Key Points: 

 Committee approved the Taxpayer Protection 
Act of 2016 and a bill to prevent identity theft 
and tax refund fraud 

 
This week, the Senate Finance Committee 
favorably reported two bills aimed at 
preventing tax fraud by requiring the Internal 
Revenue Service (IRS) to increase security 
measures and enforce new policies. The 
“Taxpayer Protection Act of 2016” would ban 
the IRS from using third-party contractors for 
audits. Ranking Member Ron Wyden (D-OR) 
offered an amendment that would develop 
minimum standards for tax preparers; however, 
the Committee rejected that amendment by a 
vote of 14–12.  
 
The bill to prevent identity theft and tax refund 
fraud would restore the IRS’ streamlined 

critical pay authority, and would expand the 
identity protection personal identification 
number system to all taxpayers. The bill would 
make it a felony to use a stolen identity to file a 
return and would increase reporting from the 
IRS to oversight groups about identity theft. 
 
Ways and Means Marks Up Miscellaneous 
Tariff Bill Legislation That House May 
Consider Next Week  
 
Key Points: 

 Legislation would reform the process of 
selecting tariff waivers for consideration in a 
miscellaneous tariff bill package 

 Legislation would avoid earmarks ban by 
changing the process for initiating ITC tariff 
waivers 

 

The House Ways and Means Committee 
marked up and favorably reported legislation 
that would change the process for considering 
a waiver in the Miscellaneous Tariff Bill (MTB) 
package. Under the “American Manufacturing 
Competitiveness Act of 2016” the waiver 
process would be initiated by businesses 
petitioning the International Trade 
Commission (ITC) for waivers on products not 
made in the U.S. The ITC would issue a public 
report with its recommendations to Congress, 
and the Ways and Means Committee would 
draft a MTB proposal based on those 
recommendations. The Committee could 
exclude recommended products but could not 
add any products not recommended by the 

Upcoming Dates 
July 15, 2016:  FAA extension expires 
November 8, 2016: Election Day   
March 2017: Debt limit suspension 
ends 
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ITC. The proposal would eliminate Member 
initiation of the waiver process and therefore 
adhere to the House earmarks ban. The House 
is expected to vote on the legislation next week.  
The Senate has introduced companion 
legislation to reform the process for selecting 
tariff waivers for the MTB package. 
 
Hatch Says Corporate Integration Plan 
Could Be Released in June 
 
Key Points: 

 Hatch says corporate tax reform proposal that 
integrates the tax system (one level of tax on 
dividends) may not be released until June  

 
Senate Finance Committee Chairman Orrin 
Hatch (R-UT) said his corporate integration tax 
reform proposal may not be released until June 
because the Joint Committee on Taxation 
needs to score the proposal. Hatch requested 
both a dynamic score of his plan as well as a 
traditional score. The proposal is expected to 
address double taxation of companies that pay 
the 35 percent corporate tax rate and are also 
taxed when they pay out dividends. It would 
also level the taxation of interest, and could 
include withholding regimes for both dividends 
and interest.  
 
Brady Intends to Release Comprehensive 
Tax Reform ‘Blueprint’ By June 
 
Key Points: 

 House Ways and Means Committee plans 
produce a consensus blueprint for 
comprehensive pro-growth tax reform by June 
according to Brady 

 
At the end of last week, House Ways and 
Means Committee Chairman Kevin Brady (R-
TX) said that the Ways and Means Committee 
continues to be engaged in a dialogue with the 
Republican Conference about what it is needed 

for comprehensive tax reform, and reported he 
intends to release a blueprint by June. He 
discussed the six core principles of tax reform, 
saying the tax code must: be simpler, fairer and 
flatter; close special interest provisions; be 
competitive internationally; and encourage 
companies to stay in the U.S. and economic 
growth. Brady emphasized that the tax system 
should not raise taxes to pay for “Washington’s 
spending problem” and expressed support for 
broadening the base and lowering the rates. He 
noted he is concerned about inversions, but 
added that he is opposed to the Treasury 
Department’s newest rules on inversions, 
stating he does not support the Administration 
“trying to bully companies into staying in 
America and making it harder for foreign 
companies to invest in America.”  Committee 
Republicans met this week to discuss the 
blueprint and plans related to it in the coming 
months. 
 
Upcoming Hearings and Events 
 
April 26 
Navigating Business Tax Reform: The 
Senate Finance Committee will hold a hearing 
to discuss ways to reform the business tax code 
to make U.S. companies more globally 
competitive, including the findings of the 
Committee’s bipartisan business income tax 
working group. The announced witness list 
includes: Thomas Barthold (JCT), Dr. James 
Hines, Jr. (University of Michigan), and Dr. 
Eric Toder (Urban-Brookings Tax Policy 
Center). In addition, two small business owners 
are scheduled to testify on how the business tax 
code impacts their companies.  
 
April 29 
Tax Reform Discussion: House Ways and 
Means Committee Chairman Kevin Brady (R-
TX) will speak at an event on his plans for tax 
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policy, corporate inversions and health care 
reform.  
 
TBD 
Tax Fraud Markup: The House Ways and 
Means Committee is expected to hold a 
markup of tax fraud legislation, including a 
proposal that seeks to reduce identity theft and 
offer more protections to taxpayers who are 
victimized by thieves. 
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Laura 
Simmons contributed to this section.    
 
FINANCIAL SERVICES 
 
FSOC Holds Open Meeting, Approves 
Public Statement on Asset Management 
 
Key Points: 

 The Financial Stability Oversight Council 
(FSOC) released an update on its review of 
the asset management industry, focusing on five 
areas: liquidity, leverage, operational risk, 
securities lending, and resolvability and 
transition planning. 

 The FSOC announced the creation of an 
interagency working group to share and 
analyze regulatory data on hedge fund 
activities.  

 
On April 18, the Financial Stability Oversight 
Council (FSOC or the Council) held an open 
meeting and approved an "Update on Review 
of Asset Management Products and Activities". 
Secretary of the Treasury Jacob Lew, in a 
statement, said the Council’s fundamental duty 
is to monitor the financial system for systemic 
risk. He said the Council did not begin its work 
on asset management with preconceived 
notions or predetermined outcomes, and he 
emphasized that the update is not a rulemaking 
and would simply state the Council’s collective 

views on key areas of focus and next steps. He 
acknowledged that the SEC has engaged in 
important rulemakings in the asset 
management industry, describing the FSOC’s 
work as complementary to that of the SEC. 
Lew said the Council’s research indicates “that 
financial stability concerns may arise from 
liquidity and redemption risks in pooled 
investment vehicles, and in particular in mutual 
funds.” He said the update lays out policy steps 
which should be considered, including: (1) 
robust liquidity management practices and 
disclosures for mutual funds; and (2) clearer 
guidelines limiting a fund’s ability to hold assets 
with very limited liquidity. He noted that FSOC 
has not concluded that the use of leverage by 
private funds creates systemic risk. He said 
leverage is concentrated in large funds, but this 
does not mean that risk is concentrated in these 
funds. He noted that the FSOC would create 
an interagency working group to address the 
Council agencies’ questions related to leverage 
and asset management funds. 
 
SEC Chair Mary Jo White expressed support 
for publication of the Council’s update. She 
said the SEC has been the primary regulator of 
the asset managers since 1940, and the SEC has 
proposed rules on liquidity risk management, 
enhanced reporting of data, and leverage. She 
said she also expects the SEC to consider rules 
on transition planning and stress testing. She 
emphasized that the update is not an indication 
of what direction the SEC’s rulemakings will 
take.  
 
The report noted that the Council’s review of 
the asset management industry focused on five 
areas: “(1) liquidity and redemption; (2) 
leverage; (3) operational functions, in particular 
service provider concentration; (4) securities 
lending; and (5) resolvability and transition 
planning.” The report explained that the 
Councils’ examination of liquidity found two 

http://www.williamsandjensen.com/
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features of pooled investment vehicles that 
raise potential financial stability concerns: 

 “Liquidity Transformation: Some 
pooled investment vehicles, in 
particular open-end funds, provide 
liquidity transformation by allowing 
frequent (typically daily) redemptions 
by investors while investing in less-
liquid assets.” 

 “First-Mover Advantage: Redemption 
options and pricing methods offered by 
pooled investment vehicles may create 
a potential “first-mover advantage” if 
the costs of meeting investor 
redemptions are largely borne by 
remaining investors in the fund.” 

 
In order to mitigate these risks the Council’s 
report offered six recommendations: 

 “Robust liquidity risk management 
practices for mutual funds, particularly 
with regard to preparations for stressed 
conditions by funds that invest in less-
liquid assets.” 

 “Establishment of clear regulatory 
guidelines addressing limits on the 
ability of mutual funds to hold assets 
with very limited liquidity, such that 
holdings of potentially illiquid assets do 
not interfere with a fund’s ability to 
make orderly redemptions.” 

 “Enhanced reporting and disclosures 
by mutual funds of their liquidity 
profiles and liquidity risk management 
practices.” 

 “Steps to allow and facilitate mutual 
funds’ use of tools to allocate 
redemption costs more directly to 
investors who redeem shares.” 

 “Additional public disclosure and 
analysis of external sources of 
financing, such as lines of credit and 

interfund lending, as well as events that 
trigger the use of external financing.” 

 “Measures to mitigate liquidity and 
redemption risks that are applicable to 
CIFs [collective investment funds] and 
similar pooled investment vehicles 
offering daily redemptions.” 

 
In the section on leverage, the report raised 
concerns that the metrics available are “not 
sufficient to identify whether the use of 
leverage by hedge funds may present financial 
stability risks.” The report noted that in order 
to address this issue “the Council is creating an 
interagency working group that will share and 
analyze relevant regulatory information in order 
to better understand whether certain hedge 
fund activities might pose potential risks to 
financial stability.” 
 
In the area of operational risk, the report 
pointed to concerns with service provider 
concentration and cybersecurity. The report 
also noted that “a potential risk to financial 
stability from securities lending activity arises 
from the reinvestment of cash collateral by 
securities lenders.” The report did not offer 
recommendations in these areas, but noted that 
the Council would be continuing its analysis of 
these issues. 
 
Task Force to Investigate Terrorism 
Financing Holds Hearing on Sale of 
Antiquities by ISIS 
 
Key Points: 

 The hearing focused on ways to disrupt the sale 
of antiquities by ISIS. 

 
On April 19, the House Financial Services 
Committee’s Task Force to Investigate 
Terrorism Financing held a hearing entitled 
“Preventing Cultural Genocide: Countering the 
Plunder and Sale of Priceless Cultural 

http://www.williamsandjensen.com/
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Antiquities by ISIS.” Chairman Michael 
Fitzpatrick (R-PA) stressed the need to 
continue to address the threat of terrorism 
financing, noting that ISIS is unique in its 
ability to self-fund. He said Iraqi officials 
believe ISIS could raise $100 million from the 
sale of antiquities. He said a coordinated global 
effort is needed to address this issue. He noted 
that the FBI has reported that U.S. persons 
have been offered property which appears to 
have been removed from Syria. He said the 
U.S. must do its part to curb this practice, 
including through customer due diligence. 
 
Ranking Member Stephen Lynch (D-MA) said 
the Task Force has examined trade-based 
money laundering. He stressed the need for 
improved information sharing and he 
recommended creating a series of trade 
transparency units to promote proper customs 
enforcement to help disrupt antiquities sales 
and other means of funding for ISIS. He 
stressed the need to curtail the laundering of 
antiquities which make it out of ISIS controlled 
territory, so they cannot be integrated into the 
legitimate markets. He said witness testimony 
indicated that ISIS’s antiquity sales are only 
possible due to the problem of trade-based 
money laundering in the art industry. He 
stressed the need to bring greater transparency 
to this industry, recommending a requirement 
of export declarations for art and antiquities 
worth more than $10,000. He also suggested 
considering a tariff on these items.  
 
House Financial Services Panel Holds 
Hearing on SEC Oversight 
 
Key Points: 

 Chairman Scott Garrett (R-NJ) criticized the 
SEC’s rulemaking process, suggesting that the 
Commission has failed to engage in adequate 
cost-benefit analysis. 

 

On April 21, the House Financial Services 
Committee’s Capital Markets and Government 
Sponsored Enterprises Subcommittee held a 
hearing entitled, “Continued Oversight of the 
SEC’s Offices and Divisions.” Chairman Scott 
Garrett (R-NJ) said the Subcommittee has 
previously heard testimony from multiple SEC 
offices and divisions in order to determine 
whether the Commission is fulfilling its 
threefold mission of protecting investors, 
ensuring orderly markets, and facilitating capital 
formation. He noted that the SEC has 
requested a budget of $1.8 billion, suggesting 
that claims that Congress has underfunded the 
agency are false. He suggested that the SEC has 
failed to conduct proper cost-benefit analysis 
of its rules and has been “complicit in 
advancing the priorities of special interests.” 
He said the SEC has made strides in improving 
its cost-benefit analysis, but more work is 
needed. He stressed the need for the SEC to 
articulate a market failure that its rules are 
intended to address. He expressed concern 
with recent rulemakings related to credit rating 
agencies, suggesting that they have further 
stifled competition in the industry. 
 
Ranking Member Carolyn Maloney (D-NY) 
suggested that the SEC Office of Compliance, 
Inspections, and Examinations (OCIE) is 
severely underfunded, as it oversees 26,000 
market participants. She said OCIE is only able 
to examine about 10 percent of investment 
advisers each year, and in 2015, 77 percent of 
the Commission’s examinations of investment 
advisers found deficiencies and 11 percent 
resulted in referrals for enforcement action. 
 
Chairman Garrett, Representative Stephen 
Lynch (D-MA), Representative Brad Sherman 
(D-CA), and Representative Michael 
Fitzpatrick (R-PA) all raised concerns with 
credit rating agencies and the fact that the SEC 
has not taken steps to change the way the 

http://www.williamsandjensen.com/
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credit rating agencies receive compensation. 
SEC Office of Credit Ratings Director Thomas 
Butler stated compliance is “not a destination 
but a journey,” and that they are well on the 
way to infusing rating agencies with integrity. 
He stated in August 2014 new rules were 
adopted which include a requirement for a 
complete separation of the sales and marketing 
activities from the rating activities. 
Representative Ruben Hinojosa (D-TX), 
Representative Ed Royce (R-CA), 
Representative French Hill (R-AR), 
Representative Randy Hultgren (R-IL), 
Representative Sean Duffy (R-WI), 
Representative Sean Duffy (R-WI), and 
Representative Ann Wagner (R-MO) all raised 
concerns over the Department of Labor’s 
(DOL) final fiduciary duty rule recently 
released. The Members raised concerns over 
the lack of coordination between the DOL and 
the SEC. SEC Division of Economic and Risk 
Analysis (DERA) Director Mark Flannery 
stated the SEC provided guidance to the DOL 
on the fiduciary rule. When asked whether the 
SEC has conducted an economic analysis of 
the DOL rule, Flannery stated that and 
economic analysis will be conducted on 
whatever the SEC comes forward with as a 
proposed rule. He explained that economic 
analysis will include an analysis of the DOL 
rule, since it would be part of the “baseline” of 
the industry.  He noted staff from the Division 
of Trading and Markets, the Division of 
Investment Management, and DERA are all 
working on the SEC recommendation for a 
fiduciary duty.  
 
CFPB Releases Report on Online Payday 
Lenders 
 
Key Points: 

 The CFPB released a report summarizing 
some of the Bureau’s findings related to online 
payday loan payments, including the frequency 

of bank account closure associated with the use 
of online payday loans. 

 The CFPB indicates that it is expecting to 
issue a proposed rule “later this spring.” 

 
On April 20, the Consumer Financial 
Protection Bureau (CFPB) released a report on 
online payday loan payments. An 
accompanying press release stated that the 
report “found that attempts by online lenders 
to debit payments from a consumer’s checking 
account add a steep, hidden cost to online 
payday loans.”  The CFPB stated that “one 
third of those borrowers who get hit with a 
bank penalty wind up having their account 
closed involuntarily”, yet lenders’ repeated 
attempts to debit those accounts “typically fail 
to collect payments.”  The release also noted 
that the report was based on an 18-month 
period of data in 2011 and 2012 “that looked at 
online payday and certain online installment 
loans made by more than 330 lenders.” 
 
Last year the CFPB announced it would 
consider a payday lending proposal. The CFPB 
expects to issue a proposed rule “later this 
spring.” 
 
The key findings of the online payday lending 
report included: 

 “During the 18 months we observe 
account activity, accounts with one or 
more loans from at least one of the 
identified online lenders make 
payments totaling on average $2,164.” 

 “Half of all accounts have at least one 
payment request that results in 
overdraft or failure due to NSF during 
the 18 month observation period..” 

 “After a failed ACH payment request 
by an online lender, subsequent 
payment requests to the same 
consumer’s account are unlikely to 
succeed.” 

http://www.williamsandjensen.com/
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 “Of the 94% of initial payment requests 
that succeed, 7% succeed only because 
the borrower’s depository institution 
covers the payment as an overdraft.” 

 “Many online lenders submit multiple 
payment requests on the same day.”  

 “Accounts of borrowers who use loans 
from online lenders are more likely to 
be closed by the end of the sample 
period than accounts generally (23% 
versus 6%, respectively).”  

 
House Committee Advances Resolution 
Disapproving DOL Fiduciary Rule 
 
Key Points: 

 The Resolution was reported out of the 
committee by a party line vote of 22-14. The 
House is scheduled to vote on the Resolution 
on April 29. 
 

At an April 21 markup the House Education 
and the Workforce Committee considered H.J. 
Res 88, a Resolution Disapproving the final 
rule by the Department of Labor (DOL) 
relating to the definition of the term 
“fiduciary.” The Congressional Review Act 
created an expedited legislative process by 
which Congress may overrule a federal 
regulation. To do so, a Congressional 
resolution of disapproval must either be signed 
by the President, or must be passed over the 
President’s veto. H.J. Res 88 was favorably 
reported by a recorded vote of 22-14. The 
House is scheduled to vote on the resolution 
on Friday, April 29. A companion resolution 
was introduced in the Senate (S.J. Res 33) by 
Senator Johnny Isakson (R-GA) and 37 
Republican cosponsors, but the Senate has not 
yet taken any action on it. If the resolution 
would pass both chambers, it faces a certain 
presidential veto.  
 

Upcoming Hearings and Events 
 
April 26 
EMSAC Meeting: The Securities and 
Exchange Commission’s Equity Market 
Structure Advisory Committee (EMSAC) will 
hold its next meeting to “focus on updates and 
potential recommendations from the four 
subcommittees.” The EMSAC will examine a 
recommendation from its Regulation NMS 
Subcommittee on a “Framework for Potential 
Access Fee Pilot,” as well as a recommendation 
from their Trading Venues Regulation 
Subcommittee on trading venues regulation. 
 
CFTC Market Risk Advisory Committee: 
The Commodity Futures Trading Commission 
(CFTC) will hold a meeting of its Market Risk 
Advisory Committee (MRAC) to discuss “(a) 
How effectively end-users and other market 
participants, in different asset classes (e.g., 
energy, rates), are able to find counterparties 
for transactions, receive accurate pricing and 
volume information, and otherwise access the 
markets; and (b) The extent and nature of the 
current use of portfolio compression and 
related services, and the benefits and challenges 
posed by portfolio compression activity in the 
derivatives markets.” 
 
FDIC Board Meeting: The Federal Deposit 
Insurance Corporation (FDIC) will hold a 
board meeting to consider: (1) Notice of 
Proposed Rulemaking: Incentive-based 
Compensation Arrangements; and (2) Deposit 
Insurance Assessments for Small Banks. 
 
April 27 
Development Banks: The House Financial 
Services Committee’s Subcommittee on 
Monetary Policy and Trade will hold a hearing 
entitled “How Can the U.S. Make 
Development Banks More Accountable?” 
 

http://www.williamsandjensen.com/
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SEC Open Meeting: The Securities and 
Exchange Commission will hold an open 
meeting to consider “whether to publish for 
comment a proposed national market system 
(“NMS”) plan to create, implement, and 
maintain a consolidated audit trail (“CAT”), 
submitted pursuant to Rule 613 of Regulation 
NMS.” 
 
April 28 
Margin Requirements: The House 
Agriculture Committee’s Subcommittee on 
Commodity Exchanges, Energy, and Credit will 
hold a hearing “To Review the Impact of 
Capital Margin Requirements on End-Users.” 
 
May 5 
Arbitration: The Consumer Financial 
Protection Bureau (CFPB) will hold a field 
hearing to discuss arbitration. CFPB Director 
Richard Cordray is scheduled to speak at the 
event. 
 
For more information about financial services issues you 
may email or call Joel Oswald at 202-659-8201. 
Rebecca Konst, Alex Barcham, and Hanna Laver 
contributed to the articles. 
 
ENERGY AND ENVIRONMENT 
  
Senate Passes Energy Bill 
 
Key Points: 

 On Wednesday, the Senate approved the 
“Energy Policy Modernization Act” (S. 
2012) with significant bipartisan support.   

 Both Senate Energy and Natural Resources 
Committee Chair Lisa Murkowski (R-AK) 
and House Energy and Commerce Committee 
Chairman Fred Upton (R-MI) have 
expressed interest in convening a House-Senate 
conference committee to resolve the differences 
between S. 2012 and the House-passed energy 
bill (H.R. 8).  

 It is not clear however, whether the House and 
Senate will use a conference committee, or some 
other process, to further advance energy policy 
legislation toward enactment.   

 
On April 20, the Senate voted 85–12 to 
approve “Energy Policy Modernization Act” 
(S. 2012). The Senate Energy and Natural 
Resources Committee approved the legislation 
by an 18-4 vote on July 30, 2015, and reported 
it to the Senate (S.Rept. 114-138) on September 
9, 2015.   
 
The legislation is divided into five titles 
covering: “Efficiency”; “Infrastructure”; 
“Supply”; “Accountability”; and “Land and 
Water Conservation Fund Reauthorization”. S. 
2012 includes provisions addressing: appliance, 
building and manufacturing efficiency; liquefied 
natural gas (LNG) exports; natural gas pipeline 
permitting; energy commodity market 
oversight; hydroelectric power; geothermal 
energy; U.S. helium reserves; and critical 
minerals.  
 
Before taking the final vote on the legislation, 
the Senate adopted a package of non-
controversial amendments by voice vote. The 
Senate also: 

 Adopted, by a 97-0 vote, an 
amendment (SA 3234), offered by 
Senate Energy and Natural Resources 
Committee Chair Lisa Murkowski (R-
AK) and Ranking Member Maria 
Cantwell (D-WA) that includes a series 
of public lands provisions, including 
exchanges, conveyances and boundary 
adjustments. 

 Adopted, by a 66-31 vote, an 
amendment (SA 3202), offered by 
Senators Johnny Isakson (R-GA) and 
Michael Bennet (D-CO), which would 
require the Secretary of Housing and 
Urban Development to develop and 
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issue guidelines for the Federal 
Housing Administration to implement 
enhanced loan eligibility requirements, 
for use when testing the ability of a 
loan applicant to repay a covered loan, 
that accounts for the expected energy 
cost savings for a loan applicant at a 
subject property.   

 Adopted, by voice vote, an amendment 
(SA 3175), offered by Senator Richard 
Burr (R-NC), which would direct the 
Secretary of Interior to “enter into an 
agreement with the Corolla Wild Horse 
Fund…the County of Currituck, North 
Carolina, and the State of North 
Carolina to provide for management of 
free-roaming wild horses in and around 
the Currituck National Wildlife 
Refuge.” 

 Rejected, by a 34-63 vote, an 
amendment (SA 3210), offered by 
Senator James Lankford (R-OK), which 
would have established restrictions for 
certain land acquisitions.  

 Rejected, by a 42-55 vote, an 
amendment (SA 3311), offered by 
Senator John Boozman (R-AR), which 
would have required the Department of 
Energy to review and report on the 
Plains & Eastern Clean Line 
transmission project.   

 Rejected, by a 50-47 vote (60 votes 
required for passage), an amendment 
(SA 3312), offered by Senator Martin 
Heinrich (D-NM), which would have 
directed the Treasury Department to 
report to Congress with 
“recommendations for the 
establishment, issuance, and promotion 
of Clean Energy Victory Bonds”.   

 Rejected, by a 33-64 vote on a motion 
to waive a point of order, an 
amendment (SA 3787), offered by 
Senator Rand Paul (R-KY), which 

would have established the Economic 
Freedom Zones program.     

 Adopted, by voice vote, an amendment 
(SA 2954), offered by Senators Bill 
Cassidy (R-LA) and Ed Markey (D-
MA), which would authorize the 
Secretary of Energy to manage the sales 
of oil from the Strategic Petroleum 
Reserve directed by the Bipartisan 
Budget Act of 2015 in order “to 
maximize the financial return to United 
States taxpayers.” 

 
It is not entirely clear yet what the next steps 
will be to try to advance an energy bill to the 
President’s desk. The House of Representatives 
approved the “North American Energy 
Security and Infrastructure Act of 2015” (H.R. 
8) by a 249-174 vote on December 3, 2015. 
Press reports quoted Murkowski as expressing 
interest in convening a conference committee 
with the House of Representatives to reconcile 
S. 2012 with H.R. 8. Murkowski remarked, “[i]t 
is my hope that it will be a full and a formal 
conference.” House Energy and Commerce 
Committee Chairman Fred Upton (R-MI) 
expressed a similar sentiment in a statement: “I 
look forward to conferencing with our 
counterparts in the Senate as we work to 
advance H.R. 8 into law and keep energy prices 
affordable for all Americans.” 
 
House Committee Approves Pipeline 
Safety Legislation 
 
Key Points: 

 The House Transportation and Infrastructure 
Committee approved a bipartisan pipeline 
safety reauthorization bill by voice vote on 
Wednesday. 

 The bill includes many similar provisions to 
the Senate-passed pipeline safety bill (S. 
2276), and the House Energy and Commerce 
Committee bill.      
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On April 20, the House Transportation and 
Infrastructure Committee held a markup of the 
“Protecting our Infrastructure of Pipelines and 
Enhancing Safety (PIPES) Act of 2016” (H.R. 
4937). The Committee reported the legislation 
favorably by voice vote. This action follows 
Senate passage of the “Securing America’s 
Future Energy: Protecting our Infrastructure of 
Pipelines and Enhancing Safety Act” (S. 2276) 
on March 3, 2016, and the Energy and 
Commerce Committee’s Energy and Power 
Subcommittee’s approval of the “Pipeline 
Safety Act of 2016” (discussion draft) on 
March 16. The full House Energy and 
Commerce Committee may mark up its 
pipeline safety reauthorization bill as soon as 
next week.   
 
The bill authorizes the pipeline safety activities 
of the Pipeline and Hazardous Materials Safety 
Administration (PHMSA), and sets funding 
levels, through September 30, 2019, increasing 
the authorization from $124.5 million in FY 
2016 to $134.0 million in FY 2019.   
 
The bill would require: 

 The Department of Transportation’s 

Inspector General, within 45 days of 

enactment, to report on unfulfilled 

mandates under the “Pipeline Safety 

Regulatory Certainty and Job Creation 

Act of 2011” and other statutes.  

 The Government Accountability Office 

(GAO) to report to Congress, within 18 

months of publication of the “final rule 

regarding the safety of gas transmission 

pipelines related to the notice of 

proposed rulemaking…titled ‘Pipeline 

Safety: Safety of Gas Transmission and 

Gathering Pipelines’, on “the natural 

gas integrity management programs 

required under” the Pipeline Safety Act.  

 The GAO to report to Congress, 

within 18 months of the publication of 

a final rule regarding the safety of 

hazardous liquid pipeline facilities 

related to the notice of proposed 

rulemaking…titled ‘Pipeline Safety: 

Safety of Hazardous Liquid Pipelines’, 

on “the hazardous liquid integrity 

management programs”. 

 PHMSA to take follow-up actions to 

pipeline safety inspections, including 

providing post-inspection briefings for 

operators and “written preliminary 

findings” within 90 days of an 

inspection.   

 The Secretary of Transportation, within 

18 months of enactment of the 

legislation, to “establish a national 

integrated pipeline safety regulatory 

inspection database to improve 

communication and collaboration 

between [PHMSA] and State pipeline 

regulators.”  

 The Secretary of Transportation, within 

two years of enactment of the 

legislation, to “issue minimum safety 

standards for underground natural gas 

storage facilities.” 

 “Each owner or operator of a 

hazardous liquid pipeline facility, 

following an accident or incident…[to] 

provide safety data sheets on any spilled 

oil to the designated Federal On-Scene 

Coordinator and appropriate State 

officials within 6 hours of a telephonic 

or electronic notice of the accident or 

incident to the National Response 

Center.” 
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 The Secretary of Transportation to 

specify that “the Great Lakes and any 

marine coastal waters (including coastal 

estuaries) are USA ecological resources 

for purposes of determining whether a 

pipeline is in a high consequence 

area…”   

 
The bill also authorizes the Secretary of 
Transportation to issue emergency orders 
related to pipeline safety if “an unsafe 
condition or practice, or a combination of 
unsafe conditions and practices, constitutes, or 
is causing an imminent hazard…”  
 
During Wednesday’s markup the 
Transportation and Infrastructure Committee: 

 Adopted, by voice vote, a manager’s 
amendment offered by Railroads, 
Pipelines, and Hazardous Materials 
Subcommittee Chairman Jeff Denham 
(R-CA). Denham explained that the 
amendment would improve the bill 
based on feedback from stakeholders 
and Committee Members. He said it 
includes several changes to the 
emergency order authority provision to 
tighten up the language and clarify 
legislative intent. He added the 
amendment includes important 
provisions on how PHMSA runs its 
research and development program.  

 Adopted, by voice vote, an amendment, 
offered by Representative Mark 
Sanford (R-SC), which would increase 
the interval for reports required 
regarding open pipeline safety statutory 
mandates from 60 days to 90 days. 

 Rejected, by voice vote, an amendment, 
offered by Representative Andre 
Carson (D-IN), which would have 
required the Secretary of 
Transportation to enter into an 

agreement with the National Academy 
of Sciences (NAS) to conduct a study 
on the “short- and long-term human 
health and ecological effects of spills of 
oil transported by pipeline.” 

 Rejected, by voice vote, an amendment, 
offered by Representative Janice Hahn 
(D-CA), which would have expanded 
the application of criminal penalties 
under the Pipeline Safety Act to include 
“reckless” conduct. 

 Rejected, by a 16-32 vote, an 
amendment, offered by Representative 
Rick Nolan (D-MN) that would have 
required the Secretary of 
Transportation to promulgate 
“minimum safety standards requiring 
that any pipeline…is constructed or 
replaced after [the] date of enactment 
be made of steel that…is produced in 
the United States; and…originates from 
iron ore and taconite mined and 
processed in the United States.” 

 Rejected, by voice vote, an amendment, 
offered by Representative Sean Patrick 
Maloney (D-NY), which would have 
required the GAO to, within one year 
of enactment, provide a report to 
Congress on “the short-term and long-
term health impacts of emissions from 
natural gas compressor stations on 
employees working at such stations and 
the populations surrounding such 
stations.” 

 Rejected, by a 17-34 vote, an 
amendment, offered by Representative 
Rick Nolan (D-MN), which would have 
required reporting of: “…the total 
amount of steel by volume used to 
construct, replace, or maintain the 
pipeline facility;…the total amount of 
steel by volume…that was produced 
outside of the United States, together 
with a separate estimate of that volume 
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for each country of origin of the steel; 
and an identification of the total 
amount of steel by volume…that 
originated from domestic sources…” 

 Rejected, by voice vote, an amendment 
offered by Representative Sean Patrick 
Maloney (D-NY), which would have 
required the GAO to, within one year 
of enactment, provide a report to 
Congress on “methane emissions 
related to natural gas pipeline 
infrastructure and the potential impacts 
such emissions could have on the 
commitments of the United States to 
reduce greenhouse gases under the 
‘Paris Agreement’…”. 

 Did not act on, an amendment, offered 
by Representative Dan Lipinski (D-IL), 
which would require the GAO to, 
within one year of enactment, provide a 
report to Congress on federal oversight 
of pipeline cybersecurity. 

 Did not act on, an amendment, offered 
by Representative Mark Sanford (R-
SC), which would have reduced the 
funding levels authorized by the 
legislation. 

 Did not act on, an amendment, offered 
by Representative Rob Woodall (R-
GA), which would have rescinded the 
implementation of the June 26, 2015 
PHMSA interpretative letter related to 
Hazardous Materials Identification 
Numbers. 

 
Upcoming Hearings and Events 
 
April 25 
Quadrennial Energy Review: The 
Department of Energy will hold a public 
stakeholder meeting in Salt Lake City, Utah on 
the second installment of the Quadrennial 
Energy Review (QER). The Department is 
holding “a series of public meetings centered 

on the topic of the second installment of the 
QER, an integrated study of the U.S. electricity 
system from generation through end use.”    
 
April 26 
Elections and Energy Policy: The Center for 
Strategic & International Studies (CSIS) will 
hold a forum titled “U.S. Energy Policy in the 
2016 Elections: Incremental or 
Transformational?” 
 
Challenges for Oil and Gas Development: 
The Senate Energy and Natural Resources 
Committee will hold a hearing “to examine 
challenges and opportunities for oil and gas 
development in different price environments.” 
 
 
April 27 
BLM Regulation of Methane Emissions: 
The House Natural Resources Committee’s 
Subcommittee on Energy and Mineral 
Resources will hold a hearing titled “Bureau of 
Land Management’s Regulatory Overreach into 
Methane Emissions Regulation”.   
 
Hydropower: The House Natural Resources 
Committee’s Subcommittee on Water, Power 
and Oceans will hold a hearing titled “Realizing 
the Potential of Hydropower as a Clean, 
Renewable and Domestic Energy Resource”.  
 
April 28 
Oil and Gas Financing: The Center for 
Strategic & International Studies (CSIS) will 
hold an event titled “Financing Production 
Resilience in the Oil and Gas Sector”.   
 
May 6 
Quadrennial Energy Review: The 
Department of Energy will hold a public 
stakeholder meeting in Des Moines, Iowa on 
the second installment of the Quadrennial 
Energy Review (QER). The Department is 
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holding “a series of public meetings centered 
on the topic of the second installment of the 
QER, an integrated study of the U.S. electricity 
system from generation through end use.”    
 
May 9 
Quadrennial Energy Review: The 
Department of Energy will hold a public 
stakeholder meeting in Austin, Texas on the 
second installment of the Quadrennial Energy 
Review (QER). The Department is holding “a 
series of public meetings centered on the topic 
of the second installment of the QER, an 
integrated study of the U.S. electricity system 
from generation through end use.”    
 
May 10 
Quadrennial Energy Review: The 
Department of Energy will hold a public 
stakeholder meeting in Los Angeles, California 
on the second installment of the Quadrennial 
Energy Review (QER). The Department is 
holding “a series of public meetings centered 
on the topic of the second installment of the 
QER, an integrated study of the U.S. electricity 
system from generation through end use.”    
 
May 11 
International Energy Outlook: The Center 
for Strategic & International Studies (CSIS) will 
hold an event titled “EIA’s International 
Energy Outlook”. “Adam Sieminski, 
Administrator of the Energy Information 
Administration (EIA) [will] present the EIA’s 
International Energy Outlook 2016 
(IEO2016).”   
 
May 13 
Generator Interconnections: The Federal 
Energy Regulatory Commission (FERC) will 
hold a “Technical Conference on Review of 
Generator Interconnection Agreements and 
Procedures”. According to FERC, the 
conference will “discuss select issues related to 

a petition for rulemaking submitted by the 
American Wind Energy Association (Docket 
No. RM15-21-000).” FERC also states that 
“the conference will explore other generator 
interconnection issues, including 
interconnection of energy storage.” 
 
May 18-19 
LNG Regulations: The Pipeline and 
Hazardous Materials Safety Administration 
(PHMSA) will hold a “Public Workshop on 
Liquefied Natural Gas (LNG) Regulations”. 
The workshop is intended “to solicit input and 
obtain background information for the 
formulation of a future regulatory change to 
CFR 49 Part 193, Liquefied Natural Gas 
Facilities…[and] bring federal and State 
regulators, emergency responders, NFPA 59A 
technical committee members, industry, and 
interested members of the public together to 
participate in shaping a future liquefied natural 
gas…rule.” 
 
July 11-12 
EIA Conference: The Energy Information 
Administration (EIA) will hold its annual 
Energy Conference. Topics planned for 
discussion at the conference include: “Clean 
Power Plan: EIA, EPA, and state and regional 
perspectives”; “Oil supply: The role of 
technology advances and other factors driving 
the current and future supply situation”; 
“Renewable energy and the transmission grid: 
Integrating renewable energy capacity into 
electric system operations”; “LNG markets: 
Implications of a low energy price environment 
for demand and U.S. exports”; “Climate—next 
steps: Perspectives from the United States, 
Europe, and China”; “Information technology 
and the energy industry: How the application 
of information technology is driving change in 
the energy industry”; “Oil demand and 
transportation: Transportation sector 
developments affecting oil demand and price 
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response”; “Renewable electricity: State-level 
issues and perspectives”; Oil and natural gas: 
State-level issues and perspectives”; “Industrial 
energy demand and efficiency: Secondary 
processing and waste fuel use in heavy 
industry”; “Global coal markets: The outlook 
for coal demand and supply”; “Oil midstream: 
Competitive positions of U.S. refineries in the 
global market”; and “Energy efficiency: 
Measuring and achieving demand-side energy 
efficiency and developing standard metrics”.   
 
For more information about energy and environment 
issues you may email or call Frank Vlossak at 202-
659-8201. Luc Rogers and Hanna Laver contributed 
to this report. Updates on energy and environment issues 
are also available on twitter. 
 
DEFENSE 
 
HASC Subcommittees Mark Up FY 2017 
NDAA 
 
Key Points: 

 The process for producing the FY 2017 
NDAA has begun with the full Committee 
marking up the bill next week 

 The Committee may shift $18 billion from 
OCO funds to pay for base request needs 
which could require a supplemental next spring 
to fund operations in the Middle East 

 
This week, the House Armed Services 
Committee’s Subcommittees released and 
marked up their FY 2017 National Defense 
Authorization Act marks. The full Committee 
is scheduled to mark up the full bill, the 
“National Defense Authorization Act for Fiscal 
Year 2017” (H.R. 4909), on April 27. Ahead of 
this markup, Chairman Mac Thornberry (R-
TX) revealed to the media in a briefing that the 
FY 2017 NDAA would shift $18 billion from 
the Overseas Contingency Operations (OCO) 
accounts request to fund the Department of 

Defense’s (DOD) base request needs that 
would still comply with the current cap on 
discretionary spending and the limit set on 
OCO accounts in the “Bipartisan Budget Act 
of 2015” (P.L. 114-67). However, if enacted, 
funding for OCO accounts would likely be 
depleted by next spring, placing Congress and 
the next President in the position of possibly 
needing to pass a supplemental appropriations 
bill to fund operations in the Middle East.  
 
The Subcommittees released the following 
summaries of their marks: 
 
Seapower and Projection Forces 
The Seapower and Projection Forces 
Subcommittee’s proposal: 

 Authorizes in the National Sea Based 
Deterrence Fund the construction 
funds for the first Ohio class 
replacement at the amount requested in 
the President’s Budget and expands the 
authorities in the National Sea Based 
Deterrence Fund to include 
“continuous production” of Ohio class 
replacement submarines. 

 Preserves the 10th aircraft carrier air 
wing. 

 Authorizes the construction an 
amphibious assault ship, LHA (8). 

 Authorizes the refueling and complex 
overhaul of five aircraft carriers. 

 Retains 11 cruisers in the fleet that the 
Navy proposed to induct into long-
term modernization. 

 Prohibits the retirement of mine 
countermeasures ships until 
replacement capability is fielded. 

 Provides the requested funding for the 
B-21 in fiscal year 2017. 

 
Chairman Forbes and Ranking Member 
Courtney also recommend: 
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 Funding for an additional amphibious 
ship to address the shortfall against the 
Marine Corps’ requirements. 

 Funds an additional Littoral Combat 
Ship. 

 Funding for another destroyer to better 
support Navy operations in a contested 
environment. 

 Advance procurement for CVN-81 to 
support a move to 4-year centered 
carrier construction and to create 
economies with CVN-80. 

 Funds additional C-130Js and C-40As. 

 Authorizes the construction of a 
National Security Multi-Mission Vessel. 

 
Emerging Threats and Capabilities (ETC) 
The ETC proposal is a vital part of the NDAA 
through which the Committee conducts 
oversight of counterterrorism programs and 
initiatives, U.S. Special Operations Forces, 
related Intelligence support, DoD science and 
technology programs and policy, information 
technology and Cyber operations and 
programs, homeland defense, force protection 
policy and oversight, and combating weapons 
of mass destruction. Specifically, the ETC 
proposal will: 

 Strengthen efforts against terrorists and 
violent extremists by fully supporting 
Special Operations Forces and other 
DoD elements and programs: 

o Extends 1208 counterterrorism 
authority used by Special 
Operations Forces. 

o Directs a strategy for Regional 
Counter-Narrative Capabilities 
against ISIS and other threats to 
mitigate propaganda and 
recruitment efforts. 

o Extends vital authorities 
including Non-Conventional 
Assisted Recovery (NAR), an 

authority used to rescue isolated 
service members and U.S. 
citizens. 

o Strengthens congressional 
oversight of ongoing 
counterterrorism operations 
and activities.     

 Fully support and strengthen DoD 
cyber operations and programs: 

o Prioritizes the readiness of the 
Cyber Mission Force, cyber 
tools, and capabilities. 

o Ensures resiliency for DoD 
networks, weapons systems, 
and capabilities; mitigates 
against insider threats; and, 
provides special procurement 
authority to facilitate recovery 
from a cyber attack. 

o Supports funding and advanced 
oversight of the development of 
a new security clearance IT 
architecture to replace OPM’s 
networks that resulted in the 
compromise of millions of 
records of federal civil servants 
and their families. 

 Support emerging technologies and 
counter unconventional threats: 

o Supports directed-energy 
weapon and counter–
unmanned aerial systems 
technology research. 

o Supports test and evaluation 
capabilities. 

o Places renewed emphasis on the 
congressionally-directed 
strategy on Counter-
Unconventional Warfare threats 
such as those being posed by 
Russia and Iran. 

o Fully funds the Defense Threat 
Reduction Agency, the 
Chemical and Biological 
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Defense program, and the 
Chemical Demilitarization 
program. 

o Implements Biodefense Blue 
Ribbon Panel 
recommendations, including 
directing a National Biodefense 
Strategy and review of 
enhanced public-private 
partnerships for medical 
countermeasures. 

 
Strategic Forces 
The Strategic Forces mark proposal provides 
vital space, nuclear and missile defense 
capabilities. Specifically, the proposal: 

 Space 
o Tackles the serious foreign 

counterspace threat to our 
space systems, authorizing 
funding for reconstitution and 
responsive launch activities. 

o Directs a sweeping review to 
strengthen our space posture 
and ensure the military is 
organized to keep our space 
advantage. 

o Ensures our most critical space 
systems are set on paths to 
provide the essential capabilities 
throughout a conflict that could 
extend to space. 

o Authorizes funding for 
innovative approaches to 
acquiring commercial satellite 
communications in order to get 
the latest technology to our 
warfighters and save taxpayer 
dollars. 

o Ensures key national security 
requirements are met for a 
space weather program by 
starting to transfer acquisition 
authority for that mission from 

the Air Force to the National 
Reconnaissance Office. 

 Nuclear Weapons 
o Authorizes additional funding 

for the National Nuclear 
Security Administration’s 
(NNSA) nuclear weapons 
activities, including critical 
programs to modernize the 
nuclear weapons stockpile. 

o Takes action to address the $3.7 
billion backlog of deferred 
maintenance at NNSA that is 
threatening worker safety and 
mission performance. 

o Sets clear priorities for the 
National Nuclear Security 
Administration’s core nuclear 
weapons production programs 
while prohibiting funding for 
the Administration’s plans to 
accelerate the retirement of 
nuclear weapons. 

o Provides enhanced authority for 
the Department of Energy to 
mitigate threats from unmanned 
aircraft at its most sensitive 
nuclear facilities. 

o Consolidates and strengthens 
the Air Force’s organizational 
structures to ensure the nation’s 
nuclear command and control 
and missile warning systems 
remain robust. 

 Missile Defense and Other 
o Requires the Department of 

Defense to develop a new 
missile defeat strategy, including 
ballistic missile defense and 
cruise missile defense strategy, 
and restricts the Department of 
Defense from stripping the 
Missile Defense Agency of its 
special acquisition authorities. 
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o The Chairman also 
recommends providing Israel 
the resources it needs for co-
production, including in the 
United States, and co-
development of Israeli missile 
defense systems, including Iron 
Dome, David’s Sling, and 
Arrow. 

 
Readiness 
The Readiness Subcommittee ensures that 
America’s warfighters and the equipment they 
train with are ready, well supported and 
maintained, and prepared for combat 
operations. It makes careful investments to 
improve readiness and reduce risk. 
Specifically, this year’s proposal: 

 Provides for increased military 
construction above the President’s 
Budget request. 

 Does not provide for an additional 
Base Realignment and Closure (BRAC) 
round. 

 Provides the Department of Defense 
with flexibility for hiring civilians to fill 
critical manpower capability gaps. 

 Directs several assessments of the 
military departments’ plans to rebuild 
readiness, enhance exercises, and 
modernize training requirements. 

 Provides additional flexibility to 
support investments in DOD 
laboratory and test & evaluation 
facilities and infrastructure, as well 
clarifying the authorities for converting 
and re-purposing older facilities. 

 
Tactical Air & Land 
The Tactical Air and Land Forces proposal 
works to ensure our military retains strength 
and agility with respect to air and land force 
modernization strategies, and provides the 
funding and authorization necessary to retain 

overmatch against current and future threats.  
Together with the Full Committee Mark, the 
Tactical Air and Land Forces mark 
recommends actions to address military service 
unfunded requirements to include critical 
munitions and aircraft survivability equipment. 
Finally, consistent with previous NDAA 
activity, the proposal continues to recognize 
that a vital industrial base at every level is 
critical to the long-term effectiveness and 
operational capability of the force. 
 
Specifically, the mark: 

 Authorizes multiyear procurement 
authorities for UH-60 Black Hawk 
helicopters and AH-64 Apache attack 
helicopters to generate better cost 
savings for the taxpayer and provide 
the most modernized helicopters for 
the Active and Reserve components. 

 Advances the development and 
procurement of lighter, stronger and 
more advanced personal protective 
equipment systems for all soldiers, 
while also ensuring women entering 
combat roles are fully and correctly 
equipped. 

 Supports an accelerated and 
streamlined development acquisition 
strategy to recapitalize high demand, 
low-density JSTARS platforms. 

 Continues to provide necessary 
oversight of the F-35 Joint Strike 
Fighter program with legislation 
requiring the GAO to review current 
sustainment strategies. 

 Stresses the importance of rapidly 
developing and fielding needed aircraft 
survivability equipment for helicopters 
and tactical aircraft. 

 Supports and encourages a more 
streamlined and accelerated approach 
to fielding vehicle active protection 
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systems to better address emerging 
threats. 

 Highlights the continued importance of 
force protection with legislation 
requiring policy guidance for thermal 
injury protection in military vehicles. 

 Requires the Secretary of Defense to 
develop munition strategies for each of 
the Combatant Commands to better 
assess critical munition requirements 
and inventory shortfalls. 

 Supports the National Commission on 
the Future of the Army’s (NCFA) 
recommendations in regards to the 
Army’s Aviation Restructure Initiative 
(ARI). 

 Requires an assessment of Army 
modernization and capacity shortfalls, 
including ways to eliminate those 
shortfalls, as recommended by the 
NCFA. 

 
Chairman Turner and Ranking Member 
Sanchez also recommend: 

 Additional funding for UH-60M 
Blackhawks, LUH-72 Lakotas and AH-
64E Apaches so that the National 
Guard can retain four Apache 
battalions. 

 Funding increases for F-35 Joint Strike 
Fighters and F/A-18 aircraft in order to 
maintain air dominance and address 
strike fighter shortfalls. 

 Additional funding for critical 
munitions to address shortfalls in war 
reserves and addresses Combatant 
Command requirements. 

 Additional funding to address 
modernization shortfalls in National 
Guard and Reserve component 
equipment. 

 Supporting the realignment of funds 
within the European Reassurance 

Initiative to allow the Army to procure 
the most modernized and upgraded 
versions of Abrams tanks and Bradley 
Fighting Vehicles, as requested by the 
Army. 

 
Military Personnel 
The Military Personnel proposal is a vital part 
of the NDAA, supporting and protecting our 
warfighters with the care and benefits they 
need, deserve, and have earned. Specifically, 
this year’s proposal will: 

 Mandate and fully fund a pay raise for 
troops; 

 Reform the Commissary system in a 
way that preserves this valuable benefit, 
while also improving the system so it 
remains a good value for the shoppers, 
a good value for the taxpayer dollars 
invested within it, and can continue to 
support morale, welfare, and 
recreational activities; 

 Reverse ongoing reductions to the end 
strength of the Armed Forces in FY 17; 

 Modernize the Uniform Code of 
Military Justice (UCMJ) to improve the 
system’s efficiency and transparency, 
while also enhancing victims’ rights. 
The mark also expands the statute of 
limitations for child abuse offenses and 
fraudulent enlistment. In addition, it 
establishes new offenses concerning 
issues ranging from improper use of 
government computers to retaliation to 
prohibited activities with military 
recruits and trainees by a person in a 
position of special trust. 

 Restore the inurnment rights for 
Women Airforce Service Pilots 
(WASPs) at Arlington National 
Cemetery, which were rescinded by the 
Secretary of the Army. The mark 
incorporates the bipartisan WASP 
Arlington Inurnment Restoration (AIR) 
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Act, which passed the full House in 
March. 

 
Upcoming Hearings and Events 
April 26 
F-35 Joint Strike Fighter Program: The 
Senate Armed Services Committee will hold a 
hearing to discuss the F-35 Jointed Strike 
Fighter Program. 
 
April 27 
FY 2017 NDAA: The House Armed Services 
Committee will mark up the FY 2017 National 
Defense Authorization Act. 
 
Defense Budget: The Senate Appropriations 
Committee will hold a hearing to discuss the 
FY 2017 defense budget. 
 
U.S.-China Relations: The Senate Foreign 
Relations Committee will hold a hearing to 
discuss U.S.-China relations. 
 
Afghan/Pakistan Budget Proposal: The 
House Foreign Affairs Committee will hold a 
hearing to discuss the FY 2017 budget proposal 
for Afghanistan and Pakistan. 
 
Terror Threats from Southeast Asia: The 
House Homeland Security Committee will hold 
a hearing to discuss terror threats from 
Southeast Asia. 
 
April 28 
Guantanamo Bay Detainee Transfer: The 
House Homeland Security Committee will hold 
a hearing to discuss transferring Guantanamo 
Bay detainees to the mainland. 
 
May 9 
Defense Authorization Act: The Senate 
Armed Services Committee will hold a markup 
of the FY 2017 National Defense 
Authorization Act (Airland Subcommittee). 

 
May 10 
Defense Authorization Act: The Senate 
Armed Services Committee will hold a markup 
of the FY 2017 National Defense 
Authorization Act (Seapower Subcommittee) 
 
Defense Authorization Act: The Senate 
Armed Services Committee will hold a markup 
of the FY 2017 National Defense 
Authorization Act (Personnel Subcommittee) 
 
Defense Authorization Act: The Senate 
Armed Services Committee will hold a markup 
of the FY 2017 National Defense 
Authorization Act (Readiness and Management 
Support Subcommittee) 
 
Defense Authorization Act: The Senate 
Armed Services Committee will hold a markup 
of the FY 2017 National Defense 
Authorization Act (Emerging Threats and 
Capabilities Subcommittee) 
 
Defense Authorization Act: The Senate 
Armed Services Committee will hold a markup 
of the FY 2017 National Defense 
Authorization Act (Strategic Forces 
Subcommittee) 
 
May 11 
Defense Authorization Act: The Senate 
Armed Services Committee will hold a markup 
of the FY 2017 National Defense 
Authorization Act. 
 
May 12 
Defense Authorization Act: The Senate 
Armed Services Committee will hold a markup 
of the FY 2017 National Defense 
Authorization Act. 
 
May 13 

http://www.williamsandjensen.com/
http://www.armed-services.senate.gov/hearings/16-04-26-f-35-joint-strike-fighter-program-
http://www.foreign.senate.gov/hearings/us_china-relations-strategic-challenges-and-opportunities-042716
https://foreignaffairs.house.gov/hearing/joint-subcommittee-hearing-advancing-us-interests-examining-president-s-fy-2017-budget
https://homeland.house.gov/hearing/isis-pacific-assessing-terrorism-southeast-asia-threat-homeland/
https://homeland.house.gov/hearing/transferring-guantanamo-bay-detainees-homeland-implications-states-local-communities/
http://www.armed-services.senate.gov/hearings/16-05-09-schedule-for-armed-services-subcommittee-markups-of-the-national-defense-authorization-act-for-fiscal-year-2017
http://www.armed-services.senate.gov/hearings/16-05-09-schedule-for-armed-services-subcommittee-markups-of-the-national-defense-authorization-act-for-fiscal-year-2017
http://www.armed-services.senate.gov/hearings/16-05-09-schedule-for-armed-services-subcommittee-markups-of-the-national-defense-authorization-act-for-fiscal-year-2017
http://www.armed-services.senate.gov/hearings/16-05-09-schedule-for-armed-services-subcommittee-markups-of-the-national-defense-authorization-act-for-fiscal-year-2017
http://www.armed-services.senate.gov/hearings/16-05-09-schedule-for-armed-services-subcommittee-markups-of-the-national-defense-authorization-act-for-fiscal-year-2017
http://www.armed-services.senate.gov/hearings/16-05-09-schedule-for-armed-services-subcommittee-markups-of-the-national-defense-authorization-act-for-fiscal-year-2017http:/www.armed-services.senate.gov/hearings/16-05-09-schedule-for-armed-services-subcommittee-markups-of-the-national-defense-authorization-act-for-fiscal-year-2017http:/www.armed-services.senate.gov/hearings/16-05-09-schedule-for-armed-services-subcommittee-markups-of-the-national-defense-authorization-act-for-fiscal-year-2017http:/www.armed-services.senate.gov/hearings/16-05-09-schedule-for-armed-services-subcommittee-markups-of-the-national-defense-authorization-act-for-fiscal-year-2017http:/www.armed-services.senate.gov/hearings/16-05-09-schedule-for-armed-services-subcommittee-markups-of-the-national-defense-authorization-act-for-fiscal-year-2017http:/www.armed-services.senate.gov/hearings/16-05-09-schedule-for-armed-services-subcommittee-markups-of-the-national-defense-authorization-act-for-fiscal-year-2017http:/www.armed-services.senate.gov/
http://www.armed-services.senate.gov/hearings/16-05-11-schedule-for-armed-services-full-committee-markup-of-the-national-defense-authorization-act-for-fiscal-year-2017
http://www.armed-services.senate.gov/hearings/16-05-11-schedule-for-armed-services-full-committee-markup-of-the-national-defense-authorization-act-for-fiscal-year-2017


Williams & Jensen – Washington Update April 22, 2016 

   

  
 

 
Williams & Jensen, PLLC 

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

www.williamsandjensen.com 
 

Page 21 of 30 

Defense Authorization Act: The Senate 
Armed Services Committee will hold a markup 
of FY 2017 National Defense Authorization 
Act. 
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201. Alex 
Barcham and Rebecca Konst contributed to this section.  
 
HEALTH 
 

House Committee Passes FY 2017 
Appropriations Bill for FDA 
 
Key Points: 

 FDA receives $2.75 billion in discretionary 
funding for FY 2017 

 $9.4 million is devoted to medical product 
safety activities  

 
On April 19, the House Appropriations 
Committee held a markup of the FY 2017 
Department of Agriculture (USDA) 
appropriations which includes the Food and 
Drug Administration (FDA). The Committee 
favorably reported the bill, as amended, by 
voice vote. The overall total for discretionary 
and mandatory funding for USDA is $147.7 
billion, $2.3 billion below the President’s 
request and $7.2 billion above the FY 2016 
enacted level. The FDA receives $2.75 billion 
in discretionary funding and when combined 
with user fees, a total for $4.81 billion for FY 
2017.  
 
The bill includes an increase of $9.4 million for 
medical product safety activities. It maintains 
the FY 2016 funding levels for the medical 
countermeasures initiative along with recent 
increases for antimicrobial resistance, 
counterfeit drugs, foreign drug inspections, 
import safety, and pharmacy compounding. In 
its report, the Committee encouraged the FDA 
to work with industry to foster the 

development of new antibiotics through 
adaptive clinical trials and labeling changes. It 
also called on the agency to finalize guidance 
on biological products and partner with 
external stakeholders to educate patients and 
providers on biosimilars. The Committee 
expressed concern the current language in the 
FDA’s “Supplemental Applications Proposing 
Labeling Changes for Approved Drugs and 
Biological Products” proposed rule could 
threaten public health and create 
unprecedented confusion by allowing multiple 
versions of safety labeling for the same 
bioequivalent product.   
 
Also included in the report language were 
concerns over the FDA’s interpretation of the 
Food, Drug and Cosmetic Act as it relates to 
drug compounding. The Committee is 
concerned the FDA is acting inconsistently 
with legislative intent by not allowing 
compounding to occur prior to receipt of a 
prescription, a practice authorized by the vast 
majority of states. The Committee also 
emphasized the FDA should inspect 
compounding pharmacies using the United 
State Pharmacopeial Convention or other 
standards adopted by states. Representative 
Rosa DeLauro (D-CT) offered an amendment 
to strike this language from the Committee 
report but that amendment was rejected by 
voice vote.  
 
The Committee directs the FDA to use 
unobligated Ebola funds to mount a rapid 
response to the Zika virus. The bill 
appropriates an additional $10 million to 
support additional work on Ebola and Zika. 
Ranking Member Nita Lowey (D-NY) offered 
an amendment to add additional funding to 
support immediate efforts to combat the Zika 
virus. Chairman Hal Rogers (R-KY) offered a 
perfecting amendment that would take unspent 
money from various programs to direct 
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towards the Zika virus, emphasizing this would 
allow for the immediate use of funds. The 
Rogers perfecting amendment was adopted by 
roll call vote 30-20 and the Lowey amendment, 
as amended, was adopted by roll call vote 30-
20.   
 
House Energy and Commerce Passes 
Several Bill to Combat the Opioid Crisis 
 
Key Points: 

 Health Subcommittee approved twelve bills to 
address the opioid epidemic 

 Bills emphasized increasing access to 
Naloxone; supporting medication-assisted 
treatment; and updating standards for pain 
management 

 
On Wednesday, the House Energy and 
Commerce Committee’s Health Subcommittee 
held a markup of several bills to address the 
opioid epidemic. The Subcommittee favorably 
reported the “Nurturing and Supporting 
Healthy Babies Act” (H.R. 4978) by voice vote. 
The Subcommittee favorably reported H.R. 
4641, as amended, by voice vote. The 
Subcommittee favorably reported the “Co-
Prescribing to Reduce Overdoses Act of 2015” 
(H.R. 3680), as amended, by voice vote. The 
Subcommittee favorably reported the 
“Improving Treatment for Pregnant and 
Postpartum Women Act” (H.R. 3691) by voice 
vote. The Subcommittee favorably reported the 
“Veteran Emergency Medical Technician 
Support Act of 2015” (H.R. 1818) by voice 
vote. The Subcommittee favorably reported the 
“DXM Abuse Prevention Act of 2015” (H.R. 
3250) by voice vote. The Subcommittee 
favorably reported the “James Thomas Decker 
Act of 2016” (H.R. 4969), as amended, by 
voice vote. The Subcommittee favorably 
reported “Lali’s Law” (H.R. 4586), as amended, 
by voice vote. The Subcommittee favorably 
reported the “Reducing Unused Medications 

Act of 2016” (H.R. 4599), as amended, by 
voice vote. The Subcommittee favorably 
reported the “Opioid Review Modernization 
Act of 2016” (H.R. 4976) by voice vote. The 
Subcommittee favorably reported the 
“Examining Opioid Treatment Infrastructure 
Act of 2016” (H.R.___) by voice vote. The 
Subcommittee favorably reported the “Opioid 
Use Disorder Treatment Expansion and 
Modernization Act” (H.R. 4981), as amended, 
by voice vote.   
 
In his opening statement, Subcommittee 
Chairman Joe Pitts (R-PA) recalled that one of 
the Subcommittee’s top priorities has been 
helping and protecting children and families 
and these bills represent an ongoing effort to 
strengthen public health. He noted that the 
Centers for Disease Control and Prevention 
(CDC) has found 120 American on average die 
from drug overdose every day and more than 
four million Americans abuse prescription 
drugs or pain killers. Subcommittee Ranking 
Member Gene Green (D-TX) asserted this is 
happening in every single community and the 
epidemic must be faced head on calling 
addiction is a public health crisis. He described 
the different bills being considered today. He 
called for providing real funding for this effort 
to ensure agencies have the resources to 
implement these provisions.  
 
Full Committee Chairman Fred Upton (R-MI) 
emphasized the importance of treatment, 
noting only 10 percent of the 23 million people 
needing treatment have access and of that 10 
percent, only 20 percent receive evidence-based 
treatment. He contended the country will not 
be able to arrest its way out of this problem 
and too long, addiction has not been treated as 
a public health concern. He stated there is no 
one solution to this growing epidemic. Full 
Committee Ranking Member Frank Pallone 
(D-NJ) expressed support for the measures but 
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cautioned more Federal funding is needed to 
address the severity of this crisis. He noted the 
President requested $1.1 billion in his budget to 
expand access to treatment. He suggested in 
the absence of additional funding, the best 
policy is raising the cap on the number of 
patients doctors can treat with buprenorphine 
to 300. He contended the current policy is 
outdated and limits access to treatment. 
 
Upcoming Hearings and Events  
 
April 25 
Drug Prices: The Campaign for Sustainable 
Rx Pricing will hold an event to release and 
discuss “market-based policy solutions to curb 
rising drug prices.” 
 
Cancer Moonshot:  The National Coalition 
for Cancer Research will host a moderated 
panel discussion, “The Cancer ‘Moonshot’ 
Initiative: New Frontiers in Cancer 
Exploration.” 
 
April 26 
Drug Prices: The Center for American 
Progress will hold a discussion on “Prescription 
Drug Pricing Reforms.” 
 
21st Century Cures: Bloomberg Government 
will hold a webinar on “What’s Next for the 
21st Century Cures Act?” 
 
Biosecurity: The Alliance for Biosecurity will 
hold a discussion on the threats of bioterrorism 
and naturally occurring pandemics and how the 
United States Government works with private 
industry to address these threats through the 
medical countermeasures enterprise.  
 
Precision Medicine: Bloomberg Government 
will host a discussion on “Building the Big 
Data Economy: Personalized Care and Cancer 
Treatment in the Age of Big Data.” 

 
April 27 
Intellectual Property: The Senate Judiciary 
Committee will hold a hearing on “Counterfeits 
and Their Impact on Consumer Health and 
Safety.” 
 
Drug Pricing: The Senate Aging Committee 
will hold a hearing on its investigation into the 
sudden, aggressive price spikes of decades-old 
prescription drugs.  
 
April 28 
Mental Health: The Senate Finance 
Committee will hold a hearing on “Mental 
Health in America: Where Are We Now?” 
 
April 29 
Heroin Epidemic: The Cato Institute will 
hold a discussion on “What Should be Done 
About the Heroin Problem?” 

 

For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
TRANSPORTATION AND 
INFRASTRUCTURE  
 
Senate Passes 18-Month FAA 
Reauthorization 
 
Key Points: 

 With Senate passage of a longer term FAA 
reauthorization, the focus turns to the House 
where it is unclear whether a long term bill will 
be taken up or another extension will be 
passed before the expiration of the current 
extension 

 
This week, the Senate finished work on the 
“America’s Small Business Tax Relief Act of 
2015” (H.R. 636), the legislative vehicle for its 
Federal Aviation Administration (FAA) 
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reauthorization, the “Federal Aviation 
Administration Reauthorization Act of 2016” 
(S. 2658). On April 18, the Senate invoked 
cloture on H.R.636, as amended, by a vote of 
89-5 even though many amendments could not 
be offered to the bill because of a stalemate 
over an amendment regarding rest rules for 
cargo pilots.  
 
Now, the bill goes to the House, and it is 
unclear whether the House will consider a 
long-term reauthorization before the current 
FAA extension expires on July 15, 2016. In his 
statement on the passage of H.R. 636, House 
Transportation and Infrastructure Committee 
Chairman Bill Shuster (R-PA) said that “[w]e 
will take a look at the completed product, but 
in the House, we will continue to push forward 
with the AIRR Act…[but] [t]ransformational 
air traffic control reform is absolutely necessary 
to end the unacceptable status quo at the FAA 
and to ensure the future of America’s aviation 
system.” 
 
Senate Appropriations Reports Out FY 2017 
T-HUD Appropriations Act 
 
Key Points: 

 The Senate moves first on FY 2017T-HUD 
Appropriations package that slightly cuts 
funding as compared to FY 2016 enacted 
levels 

 
On April 21, the Senate Appropriations 
Committee met, marked up, and reported out 
its FY 2017 Transportation, Housing and 
Urban Development, and Related Agencies 
Appropriations Act (T-HUD) which would 
provide $56.5 billion “to invest in the nation’s 
infrastructure, house the vulnerable, and 
support economic development” according to 
the Committee’s press release. The Committee 
noted that “[t]he bill represents an $827 million 
decrease from FY 2016 enacted levels and $2.9 

billion below the President’s budget request” 
but was approved unanimously. It is unclear 
when the bill could be brought to the Senate 
floor, but Senate Majority Leader Mitch 
McConnell (R-KY) has blocked out the next 12 
weeks for appropriations bills and once the 
Senate finishes work on the FY 2017 Energy 
and Water Appropriations Act (H.R. 2028), it is 
possible that the Senate could take up the FY 
2017 T-HUD bill.  
 
The Committee further explained in its press 
release that “[g]iven budget constraints, the 
Senate bill targets funding for critical programs, 
while making responsible choices to reduce 
spending in lower-priority areas…[and] [t]he 
FY2017 THUD allocation accounts for certain 
rescissions and estimated receipts that are not 
reflected in the fiscal year 2016 total.” The 
Committee claimed that “[t]he bill rejects the 
gimmicks in the President’s budget request that 
would shift $7.4 billion in certain accounts 
from discretionary to mandatory spending.” 
 
The Committee explained the “Bill Highlights” 
thusly: 

 Transportation – $16.9 billion in 
discretionary appropriations for the 
U.S. Department of Transportation, 
$1.7 billion below the FY2016 enacted 
level and $2.5 billion below the 
President’s request.  Within this 
amount, funding is prioritized on 
programs to make transportation 
systems safe, efficient, and 
reliable.  The bill ignores the budget 
request to shift certain programs from 
discretionary to mandatory spending. 

o TIGER Grants – $525 million 
for TIGER grants (also known 
as National Infrastructure 
Investments), $25 million 
above the FY2016 enacted 
level. 
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o Highways – $44 billion from 
the Highway Trust Fund to be 
spent on the Federal-aid 
Highways Program, consistent 
with the recently-enacted 
surface transportation 
authorization bill, the FAST 
Act.  The bill continues to 
allow state departments of 
transportation to repurpose 
old, unused earmarks for more 
important infrastructure 
projects. 

o Aviation – $16.4 billion in total 
budgetary resources for the 
Federal Aviation 
Administration (FAA), $131.6 
million above the FY2016 
enacted level and $512.5 
million above the request.  This 
will provide full funding for all 
air traffic control personnel, 
including more than 14,000 air 
traffic controllers, and more 
than 25,000 engineers, 
maintenance technicians, safety 
inspectors, and operational 
support personnel.  The bill, 
once again, rejects the 
President’s request to remove 
large commercial airports from 
the Airport Improvements 
program by allowing them to 
raise passenger facility charges. 
The bill also provides $1 billion 
for the FAA Next Generation 
Air Transportation Systems 
(NextGen), and fully funds the 
Contract Towers program to 
help ease future congestion and 
help reduce delays for travelers 
in U.S. airspace.   

o Rail – $1.7 billion for the 
Federal Railroad 

Administration, $76 million 
above the FY2016 enacted 
level.  This includes $1.4 billion 
for Amtrak for the Northeast 
Corridor and National 
Network, continuing service 
for all current routes.  The bill 
provides $334 million for rail 
safety and research programs, 
$46 million above the FY2016 
enacted level.  This will fund 
inspectors and provide training 
to help ensure the safety of 
passengers and local 
communities.  The bill also 
provides $50 million for rail 
safety activities in the 
Consolidated Rail 
Infrastructure and 
Improvement grants program, 
$20 million for Federal-State 
Partnership for State of Good 
Repair grants, and $15 million 
for Restoration and 
Enhancement grants.  These 
programs will help implement 
Positive Train Control (PTC), 
enhance passenger rail safety, 
reduce highway-rail grade 
crossings incidents, and address 
the state of good repair backlog 
on shared use passenger and 
local commuter rail 
infrastructure. 

o Transit – $12.3 billion for the 
Federal Transit Administration, 
$575 million above FY2016 
enacted level.  The bill provides 
$9.7 billion for transit formula 
grants, consistent with the 
FAST Act.  The bill provides 
$2.3 billion for Capital 
Investment Grants (New 
Starts), fully funding all current 
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Full Funding Grant Agreement 
transit projects.  Within this 
amount, $333 million is 
provided for core capacity 
projects, $241 million for small 
starts projects, and $20 million 
for the expedited delivery pilot 
program.  These programs 
provide competitive grant 
funding for major transit capital 
investments planned and 
operated by local communities, 
including rapid rail, light rail, 
bus rapid transit, and 
commuter rail. 

o Maritime – $485 million for 
the Maritime Administration, 
$86 million above the FY2016 
enacted level, to increase the 
productivity, efficiency and 
safety of the nation’s ports and 
intermodal water and land 
transportation.  The Maritime 
Security Program is funded at 
$275 million.  The bill also 
includes $34 million for State 
Maritime Academies (SMAs), 
including $6 million to develop 
a replacement vessel for the six 
SMA training ships.  These 
training ships are essential to 
continuing a strong merchant 
marine workforce. 

o Safety – The legislation 
contains funding for various 
transportation safety programs 
and agencies.  This includes 
$891 million for the National 
Highway Traffic Safety 
Administration, including 
additional funding for 
autonomous vehicle 
research.  The bill also provides 
$644 million for the Federal 

Motor Carrier Safety 
Administration, including key 
safety provisions, and a 
requirement for the 
Transportation Department to 
complete its proposed rule on 
Speed Limiters.  Additionally, 
the bill provides $259 million 
for the Pipeline and Hazardous 
Materials Safety Administration 
to help address safety concerns 
related to recent pipeline and 
crude oil by rail accidents.  

 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201.  
 
TECHNOLOGY 
 
Encryption Hearing 
 
Key Points: 

 The House Energy and Commerce Committee 
holds a hearing on the encryption issue with 
witnesses from the FBI, apple and other 
stakeholders 

 
On April 19, the House Energy and Commerce 
Committee’s Oversight and Investigations 
Subcommittee held a hearing entitled, 
“Deciphering the Debate Over Encryption: 
Industry and Law Enforcement Perspectives.” 
 
Topics discussed in Panel I included, but were 
not limited to: (1) strong encryption; (2) default 
encryption; (3) the division between the 
government and private sector; (4) third-party 
hackers; (5) additional capabilities; (6) new 
tactics; (7) weakening encryption; (8) connected 
devices; (9) how different law enforcement 
agencies operate; (10) privacy; (11) interactions 
with other agencies; (12) ransomware; (13) the 
FBI’s fiscal year 2017 budget request; (14) 
infrastructure security;  (15) international 
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ramifications; (16) possible solutions; (17) 
unsolved cases; (18) China; and (19) the San 
Bernardino iPhone. 
 
Topics discussed in Panel II included, but were 
not limited to: (1) source code; (2) confidence 
in cybersecurity; (3) infrastructure protection; 
(4) Apple’s interaction with law enforcement; 
(5) third-party access; (6) lawful hacking; and 
(7) encryption. 
 
Subcommittee Chairman Tim Murphy (R-PA) 
noted the Federal Bureau of Investigation’s 
(FBI) court order to compel Apple to unlock 
an iPhone at the center of the San Bernardino 
shooting is the latest case in encryption, but the 
encryption debate has been ongoing for 
decades. He declared in the 1990s, the National 
Security Agency (NSA) developed the “clipper 
chip” that would encrypt communications, 
while creating a back door that could allow the 
government to gain access to information. He 
pointed out that default encryption gives 
people easy and reliable encryption, but 
terrorists also use it as their “mission control” 
center. He declared this encryption is available 
to everyone all the time. He suggested the 
circumstances have changed and the discussion 
must also. 
 
Subcommittee Ranking Member Diana 
DeGette (D-CO) acknowledged this very 
encryption also allows for terrorists to mask 
their actions. She noted warrant-proof systems 
make it difficult to capture “bad guys.” She 
pointed out that the technology community is 
hesitant about a back door because they believe 
it could lead to a front door for malicious 
actors. She called for a dialogue on how to 
proceed. She wanted to know about possible 
solutions going forward. She expressed a desire 
to learn what options exist in the event 
encryption is warrant-proof. She wanted to 
know what resources and capabilities the 

government needs to keep pace with 
technology. She declared relying on Congress 
to pass legislation on its own in a blunt 
instrument at best. She called for all interested 
parties to come to the table. 
 
FBI Executive Assistant Director for Science 
and Technology Amy Hess stated that new 
technologies have transformed society by 
enhancing communications and e-commerce. 
She noted law enforcement faces challenges for 
several reasons including the ability for actors 
to easily switch between wireless and cellular 
communications which makes it difficult to 
create a full picture of their activities. She 
pointed out that the problem is increased when 
multiple challenges are in the same case. She 
declared when changes in laws inhibit or 
prohibit the FBI from using the tools currently 
available to it, their job becomes difficult. She 
noted information is increasingly moving 
beyond judicial reach. She believed these issues 
must be publicly debated and called on the 
American people to make the ultimate decision. 
She stressed it is important people understand 
how encrypted technologies enhance the 
powers of terrorists and other malice actors. 
She believed the issues are grave and complex 
and it is necessary to have a discussion about 
how privacy and safety can be balanced. 
 
Murphy asked if the FBI agrees that encryption 
is important for privacy, national security, and 
law enforcement. Hess endorsed strong 
encryption and recognized there is an 
increasing struggle to access readable 
information that is in default encryption. 
Murphy asked if there is an increase in 
individuals evading the law through encryption. 
Hess said there are increases in encrypted 
devices but it is hard to say if individuals are 
intentionally using these devices. DeGette 
stated that she did not believe default 
encryption was the issue because criminals 
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could still get find ways to encrypt their 
devices, to which Hess responded in the 
affirmative.  DeGette noted the pros and cons 
of encryption and asked what can be done to 
solve this issue. She said industry says if 
Congress tells them to build tools to get access 
to information that will “open the door.” Hess 
said 100 percent security does not exist. 
 
Federal IT Hearing 
 
Key Points: 

 The House Oversight Committee continued its 
examination of the federal government’s IT 
security posture 

 
On April 20, the House Oversight and 
Government Reform Committee’s Information 
Technology (IT) Subcommittee held a hearing 
entitled, “Federal Cybersecurity Detection, 
Response, and Mitigation.” Topics discussed 
included, but were not limited to: (1) 
encryption; (2) Cybersecurity Act of 2015; (3) 
US-CERT; (4) future threats; (5) public private 
cooperation; (6) agency communication; (7) 
modernization efforts; (8) hacking over the 
cellular network; (9) government contractors; 
(10) Consular Consolidated Database; (11) 
overseas travel; (12) the current state of the 
network; and (13) the National Protection and 
Programs Directorate. 
  
Subcommittee Chairman Will Hurd (R-TX) 
declared everyday federal agencies face attacks. 
He noted in December of last year, Juniper 
Networks discovered a cyber vulnerability in its 
systems. He declared a security patch was 
developed and released quickly. He declared in 
January of this year, the Committee sent letters 
to agencies, and three agencies took longer 
than 50 days to implement this patch. He 
believed this amount of time could not be the 
status quo for implementing serious changes. 
He endorsed sharing threat information 

between the public and private sector. He 
called on the government to harness and learn 
from the private sector. He hoped this hearing 
would start a conversation about attribution, 
which he called a form of deterrence. 
 
Subcommittee Ranking Member Robin Kelly 
(D-IL) said the federal government faces 
cyberattacks that were unimaginable two years 
ago. She declared it is increasingly difficult for 
agencies to fill open cybersecurity job openings. 
She noted she is a cosponsor of H.R. 4897, the 
Information Technology Modernization Act, 
which aims to help upgrade the aging federal 
IT systems. She pointed out more needs to be 
done to address threats. 
 
Representative Blake Farenthold (R-TX) asked 
how successful the Cybersecurity Act of 2015 
(CSA) has been. Assistant Secretary of 
Homeland Security for Cybersecurity and 
Communications Andy Ozment stated the 
Department of Homeland Security (DHS) met 
its mandated deadlines and the system was live 
on March 17. He said they will grow the system 
incrementally and he is happy with its growth 
thus far. He pointed out there is an interest in 
doing this, but it requires participants to build a 
compatible cybersecurity system on their end. 
He said they have shared 2,000 indicators to 
the private sector, but he stressed that an 
indicator does not equal an incident.  
 
Kelly noted there have been several significant 
public and private sector hacks in the past two 
years. She asked what role US-CERT played in 
these incidents. Ozment said they have 
responded to attacks at private sector 
companies, federal agencies, and government 
contractors. He explained that in some 
instances their role has been analyzing 
malicious software, determining how hackers 
broke in, what they did once they were in a 
system, and then provided remediation advice. 
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He declared that to fully remove a hacker from 
a network, it is important to watch the hacker 
to identify where else on their network they are. 
 
Representative Mark Walker (R-NC) asked 
what the participation rate of the private sector 
in various DHS programs has been. Ozment 
responded that private sector participation 
varies by sector and program. He said 100,000 
individuals have signed up to receive notices 
about incidents and remediation tactics that 
could be used. Walker asked what the federal 
participation is. Ozment said it is near 
universal. He highlighted that as of one year 
ago, federal departments and agencies are 
required to report cyber incidents to US-
CERT. 
 
House Small Business Looks At 
Cybersecurity For Small Firms 
 
Key Points: 

 Members looked at how small and medium 
sized businesses are faring with respect to 
cybersecurity challenges and how the federal 
government is doing in helping them 

 
On April 20, the House Small Business 
Committee held a hearing entitled “Small 
Business and the Federal Government: How 
Cyber-Attacks Threaten Both.” Topics 
discussed in the hearing included: (1) Phishing; 
(2) Multifactor Authentication; (3) Civil 
Liberties; (4) Tax Practitioners; (5) Small 
Business Cyber Investments; (6) Government 
Cybersecurity Education and Support 
Programs; (7) Wire Transfers; (8) Online 
Marketplaces; (9) Cloud Computing; (10) Data 
Security; and (11) Cyber Insurance. 
 
Chairman Steve Chabot (R-OH) said small 
businesses lack the resources to protect 
themselves against sophisticated cyber 
attackers. He stressed the need to ensure that 

the information held by the federal government 
is secure. He said the Government 
Accountability Office (GAO) recently released 
a report on cyber vulnerabilities at federal 
agencies like the Internal Revenue Service (IRS) 
and Small Business Administration (SBA). 
Chabot said the GAO reported that the IRS 
paid $3 billion in fraudulent tax refunds. He 
noted that GAO also reported that SBA has 
not conducted regular reviews of its 
information technology (IT) investments. He 
said small businesses have been put at risk by 
the lack of due diligence in the federal 
government. He noted that there are one 
million cyberattacks at the IRS every day. He 
said the use of mobile apps creates both 
opportunities and vulnerabilities. He said 
hackers are coming up with more sophisticated 
ways to steal from businesses and consumers. 
Chabot stressed the need for vigilance by the 
Congress and the federal government. He 
emphasized the need to create new and 
innovative ways to help small businesses 
protect their data. 
 
Ranking Member Nydia Velazquez (D-NY) 
stressed the importance of the innovations 
created by small businesses. She said 
technology also creates new challenges for 
businesses, consumers and vendors. She 
emphasized the importance of protecting 
consumers from cyberattacks. She said the 
attacks at IRS and the Office of Personnel 
Management (OPM) compromised the data of 
consumers. She said the attack at the IRS 
exposed the data of 700,000 taxpayers. She 
suggested that a single attack can wipe out a 
small business. She expressed concern that 
some small businesses fail to realize the 
importance of cybersecurity, while others lack 
the funds to make needed investments. She 
stressed the need to examine what federal 
agencies must do to better protect consumer 
data.  
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Chabot said NCC Group Technical Vice 
President Kevin Dunn pointed to text message 
authentication as an inexpensive means of 
multifactor identification. He asked for other 
examples of inexpensive means of 
authentication. Dunn suggested that email 
could also be used. He stressed the need to 
utilize multiple forms of authentication, as any 
one method can become a “single point of 
failure.”  
 
Velazquez said small business owners typically 
view investments as ways to increase revenues, 
while cyber investments are revenue loss 
preventers. She asked what can be done to 
encourage businesses to make investments in 
cybersecurity, even though they do not see an 
immediate return on them. Snow said his firm 
has invested in cybersecurity insurance. He 
noted that the deductible is very high on this 
insurance. He said these costs eat into small 
businesses’ bottom lines. Velazquez asked how 
much it would cost for a small business to 
become “cyber safe.” Dunn said the cost could 
vary greatly depending on the nature of the 
business. He suggested the cybersecurity 
industry has set a price point which is very hard 
for small businesses to meet. 
 
Representative Trent Kelly (R-MS) asked how 
the Committee or the SBA could help to better 
educate consumers. Maine Indoor Karting 
Owner Richard Snow emphasized the 
importance of education. He said small 
businesses face cost challenges in adopting 
cybersecurity measures. He said there is 
significant liability related to cybersecurity, 
which many small businesses do not realize.  
 
Upcoming Hearings and Events 
 
April 27 

Markup: The Senate Commerce Committee 
will hold a markup of S. 2644, the FCC 
Reauthorizations Act; S. 421, the Federal 
Communications Commission Process Reform 
Act of 2015; and S. 2607, the Developing 
Innovation and Growing the Internet of 
Things (DIGIT) Act. 
 
Tribal High-Speed Internet Access: The 
Senate Indian Affairs Committee will hold a 
hearing to discuss the coordination needed for 
high-speed internet access programs on tribal 
lands. 
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201. Kevin 
Prior and Alex Barcham contributed to this section. 
 
This Week in Congress was written by Laura 
Simmons.  
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