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TAXES 
 
Wyden Recognizes the Administration for 
Responding to His Push to Address 
Offshore Reinsurance Tax “Loophole” 
 
Key Points: 

 The Department of Treasury issued proposed 
regulations to crack down on hedge funds that 
set up offshore insurance companies to reduce 
their U.S. federal tax liability 

 Senate Finance Committee Ranking Member 
commends the Treasury for its efforts on the 
proposed regulations signaling the action is a 
solid first step  

This week the Department of the Treasury 
(Treasury) proposed new regulations to tighten 
rules that potentially allow hedge funds to set 
up offshore insurance companies to reduce 
their federal tax liability. The proposed 

regulations were issued in response to requests 
from Senate Finance Committee Ranking 
Member Ron Wyden (D-OR) to address the 
issue.  Specifically, Treasury said it is proposing 
regulations to clarify the circumstances under 
which investment income earned by a foreign 
insurance company is derived in the active 
conduct of an insurance business. Initially, it 
appears that some key details remain 
unanswered in the proposed regulation, 
however, Treasury is asking for comments 

This Week in Congress 

 House – The House passed the “National Cybersecurity Protection Advancement 
Act of 2015” (H.R. 1731); the “Protecting Cyber Networks Act” (H.R. 1560); the 
“Ensuring Patient Access and Effective Drug Enforcement Act of 2015” (H.R. 
471); the “Energy Efficiency Improvement Act of 2015” (S. 535); and the “Bureau 
of Consumer Financial Protection Advisory Boards Act” (H.R. 1195).   

 Senate – The Senate confirmed Loretta Lynch as the U.S. Attorney General. The Senate 
began consideration of the “Iran Nuclear Agreement Review Act of 2015” (S.615).  

 
Next Week in Congress 

 House – The House is expected to consider the “FY 2016 Military Construction and 
Veterans Affairs Appropriations Act;” the “FY 2016 Energy and Water 
Development, and Related Agencies Appropriations Act;” and the “Regulatory 
Integrity Protection Act of 2015” (H.R. 1732).  

 Senate – The Senate will resume consideration of the “Iran Nuclear Agreement 
Review Act of 2015” (S.615).  
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within 90 days. 

Wyden has been asking Treasury for several 
months to issue regulations to curb these tax 
planning structures, asserting that hedge funds 
are taking advantage of code provisions that 
allow legitimate insurance companies to defer 
paying taxes. In response to the announcement 
that the IRS will propose new regulations this 
week, Wyden recognized the agency and 
expressed that the proposed regulations are an 
important first step down the path toward 
better enforcement.  

For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Tess 
Illos contributed to this report.     

 
TRADE 
 
Senate Finance Committee Clears Several 
Trade-Related Measures Including TPA 
 
Key Points: 

 Senate Finance Committee favorably reports 
four trade related bills including Trade 
Promotion Authority, Trade Adjustment 
Assistance, Customs and Trade Enforcement, 
and extending the African Growth and 
Opportunity Act and Generalized System of 
Preferences 

 A vote on each bill is expected on the Senate 
floor coming weeks 

On April 22, the Senate Finance Committee 
considered and favorably reported four pieces 
of legislation related to trade including: a Trade 
Adjustment Assistance Program (TAA) 
extension; a bill to extend the African Growth 
and Opportunity Act, the Generalized System 
of Preferences and the preferential duty 
treatment program for Haiti; a Customs and 
Trade Enforcement bill to reauthorize trade 
facilitation and trade enforcement functions 

and activities; and a Trade Promotion 
Authority bill to establish Congressional trade 
negotiating objectives and enhanced 
consultation requirements and to provide for 
consideration of trade agreements. Each of the 
four bills favorably reported out of Committee 
are expected to pass the full Senate in coming 
weeks. 
  
During the session, Chairman Orrin Hatch (R-
UT) said he along with Ranking Member 
Wyden (D-OR) and House Ways and Means 
Committee Chairman Ryan (R-WI) all have 
hopes that Congress will enact all four bills into 
law.  Although the Chairman expressed a 
preference for moving the Trade Promotion 
Authority (TPA) and Trade Adjustment 
Assistance (TAA) bills on parallel track, he said 
he would vote against TAA, but noted he did 
expect it to pass.  Also during the session 
Republicans expressed support for passing 
TPA, urging the bill will assert Congress’ role 
in promoting trade by ensuring greater 
Congressional access to trade negotiations. 
Democrats generally contended that while the 
TPA bill has improved from prior versions, 
they could not support it because it does not 
provide adequate assurances that trade 
agreements will properly enforce standards for 

Upcoming Dates 
May 31, 2015: Highway Trust Fund 
patch and MAP-21 extension expires 
June 1, 2015: PATRIOT Act Section 215 
authority expires 
June 30, 2015: Export-Import Bank 
reauthorization expires 
September 30, 2015: FAA 
reauthorization expires and FY 2015 
ends 
September-October 2015: CBO 
projects that the Department of the 
Treasury will have exhausted its 
extraordinary measures 
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the protection of workers, the environment or 
intellectual property.  Currency manipulation 
was a major topic of discussion during the 
session, on which several amendments were 
discussed with Democrats and some 
Republicans showing concern for the impact of 
currency manipulation on the U.S. economy.  
On that note, Senator Portman (R-OH) offered 
an amendment that was not adopted, and 
Senator Schumer (D-NY) suggested that TPA 
will not provide adequate tools to combat 
currency manipulation. Chairman Hatch said 
he intends to hold hearings on currency 
manipulation. 
 
Generally, the TPA bill, the “Bipartisan 
Congressional Trade Priorities and 
Accountability Act of 2015“  (otherwise known 
as “Fast-Track” Trade Promotion Authority 
(TPA) legislation) would let the White House 
send Congress trade pacts for votes without 
amendment as long as the requirements on 
negotiations are met. The bill provides a 
framework for Congress to partner with the 
Administration in the pursuit of trade 
agreements and establishes new trade-
negotiating objectives including measures to 
combat currency manipulation, and eliminate 
barriers to innovation and digital trade, among 
others.  Updated provisions address 
government involvement in cyber theft, and 
measures to protect trade secrets and 
intellectual property. The bill also modifies 
TPA procedures to enhance accountability of 
the Executive Branch and strengthens 
Congressional oversight. Finally, the measure 
creates a new mechanism for the removal of 
expedited procedures for a trade agreement if, 
in the judgment of either the House or Senate, 
that agreement does not meet the requirements 
of TPA. 
 
The TAA Extension bill also includes a 
retroactive six year extension and modification 

of the credit for health insurance costs of 
certain eligible individuals. The provision offers 
a refundable tax credit for 72.5 percent of an 
individual’s health coverage premium for those 
who qualify for Trade Adjustment Assistance 
or aid from the Pension Benefit Guaranty 
Corporation (PBGC). The bill also includes 
language as an offset to cut the refundable 
child tax credit for Americans living overseas, 
make changes to Medicare reimbursement for 
dialysis, and extend the sequester in 2024 for 
Medicare. Note that the credit for health 
insurance costs of eligible individuals was not 
included in the end of 2014 tax extenders 
package and thus requires retroactive extension 
from 2014; the extension would reset the tax 
credit to the end of 2013 and continue it 
through the end of 2019. 
 
Ways and Means Approves Several Trade 
Related Bills Including Trade Promotion 
Authority  
 
Key Points: 

 House Ways and Means Committee favorably 
reports four trade related bills including Trade 
Promotion Authority, Trade Adjustment 
Assistance, Customs and Trade Enforcement, 
and extending the African Growth and 
Opportunity Act and Generalized System of 
Preferences 

 A vote on the trade legislation is expected on 
the House floor in coming weeks 

 
On April 23, the House Ways and Means 
Committee held an open executive session and 
favorably reported four pieces of legislation 
related to trade including: the “Trade 
Adjustment Assistance Program” (TAA) 
extension (H.R. 1892): a bill to extend the 
“African Growth and Opportunity Act” (H.R. 
1891), the Generalized System of Preferences 
and the preferential duty treatment program for 

http://www.williamsandjensen.com/
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Haiti; the Customs and Trade Enforcement bill 
(H.R. 1907) to reauthorize trade facilitation and 
trade enforcement functions and activities; and 
a Trade Promotion Authority bill (H.R. 1890) 
to establish Congressional trade negotiating 
objectives and enhanced consultation 
requirements and to provide for consideration 
of trade agreements.  During the markup, 
Members introduced several amendments to 
each of the bills, particularly the Trade 
Promotion Authority legislation, the 
“Bipartisan Congressional Trade Priorities and 
Accountability Act of 2015.”  Among the most 
significant amendments were efforts to include 
a provision that would allow for currency 
manipulation provisions to be inserted into any 
trade agreement.  Ranking Member Sander 
Levin (D-MI) and Congressman Xavier Becerra 
(D-CA) offered separate amendments that 
would require the inclusion of enforceable 
currency manipulation provisions in trade 
agreements. 
 
In advance of the markup, on April 22, the 
House Ways and Means Committee held a 
hearing entitled “Expanding American Trade 
with Accountability and Transparency.” The 
hearing focused on the need to establish Trade 
Promotion Authority in order to pave the way 
for Congress to approve the Trans-Pacific 
Partnership (TPP), and the Transatlantic Trade 
and Investment Partnership (T-TIP), two 
negotiations the Administration hopes to 
complete this year to increase trade exposure 
with other nations. The TPA discussion was 
driven by the “Bipartisan Congressional Trade 
Priorities and Accountability Act of 2015.” 
Generally, while Republicans expressed support 
for passing TPA, Democrats showed concern 
that TPA would give away Congressional 
leverage to resolve the problems in the Trans-
Pacific Partnership and leave out a meaningful 
role for Congress.  
 

Each of the four bills favorably reported out of 
Committee are expected to pass the full House 
in coming weeks. 
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Tess 
Illos contributed to this report.     
 
FINANCIAL SERVICES 
 
House Financial Services Panel Discusses 
Regulatory Burdens 
 
Key Point: 

 House panel held a hearing on regulatory 
burdens on small financial institutions, hearing 
from regulators on how they are tailoring 
regulations to the size of the institution.  

 
On April 23, the House Financial Services 
Committee’s Financial Institutions and 
Consumer Credit Subcommittee held a hearing 
that focused on regulatory burdens faced by 
small financial institutions, the efforts the 
regulators have undertaken to reduce regulatory 
burdens, the Economic Growth and Regulatory 
Paperwork Reduction Act review, and 
compliance costs for small financial 
institutions. Chairman Randy Neugebauer (R-
TX) stated this Subcommittee has heard an 
“overwhelming” amount of testimony 
highlighting the regulatory burdens on small 
financial institutions. He stated it is not an 
option to maintain the status quo. Ranking 
Member Wm. Lacy Clay (D-MO) stated this 
hearing is an important opportunity for 
regulators to make the case for the work they 
are already doing to tailor their regulations to 
the size of the financial institutions they 
oversee. He expressed hope that the hearing 
will form the basis of a regulatory relief 
proposal that strikes the right balance between 
relief and consumer protections.  
 

http://www.williamsandjensen.com/
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Several Members of the Subcommittee raised 
concerns over the Economic Growth and 
Regulatory Paperwork Reduction Act 
(EGRPRA) review not covering the Dodd-
Frank Act (DFA) regulations.  
 
Office of the Comptroller of Currency Senior 
Deputy Comptroller Toney Bland stated that in 
the beginning the DFA was not part of the 
review but this month the agencies determined 
that those DFA rules that have been 
implemented will be subject to the review. 
When asked about the ability of the states to 
regulate the payday lending industry, Texas 
Department of Banking Commissioner Charles 
Cooper stated that state law ensures payday 
lenders are operating legally, are legally 
licensed, and there is proper disclosure to 
customers. However, Consumer Financial 
Protection Bureau Office of Research, Markets 
& Regulations Associate Director David 
Silberman noted issues have been raised about 
the ability to regulate Internet and tribal payday 
lending. 
 
Representative Carolyn Maloney (D-NY) and 
Representative Michael Capuano (D-MA) 
raised concerns over the OCC position with 
regard to the treatment of municipal bonds in 
the Liquidity Coverage Ratio rule. Bland stated 
the OCC supports institutions having 
diversified portfolios that include 
municipalities, however he stated that as an 
asset class OCC data suggests that when 
stressed municipal securities do not have the 
secondary market that corporate securities 
have.  
 
Task Force Holds First Meeting on 
Terrorist Financing 
 
Key Point: 

 The Task Force to Investigate Terrorism 
Financing held its first hearing, discussing 

mechanisms to prevent terrorist groups from 
obtaining funding. 

 
On April 22, the House Financial Services 
Committee’s Task Force to Investigate 
Terrorism Financing held its first hearing, 
which was “A Survey of Global Terrorism and 
Terrorist Financing.” Committee Chairman Jeb 
Hensarling (R-TX) announced the creation of 
the Task Force on March 19, explaining that it 
would “work on improving U.S. efforts to 
choke off terrorist financing.” House rules 
require that committee task forces exist no 
longer than six months, so the Task Force will 
complete its work by the end of September. 
 
Task Force Chairman Michael Fitzpatrick (R-
PA) stressed that terrorist organizations have 
evolved and any attempt to stop them must 
address preventing their funding. He called for 
finding substantive, bipartisan solutions to 
ensure America leads internationally. He 
expressed hope that the Task Force meetings 
will lead to a better understanding of the 
challenges and shape the discussion for long-
term solutions.   
 
Ranking Member Stephen Lynch (D-MA) 
emphasized creating partnerships with 
international governments to develop a strong 
global framework to combat terrorist funding. 
He said according to the U.S. State 
Department, many of the terrorist hot spots do 
not have adequate systems in place to stop the 
flow of funds to terrorist groups making them 
particularly vulnerable to money laundering and 
fraud. He discussed his recent visit to Nigeria 
to examine the financial tactics used by Boko 
Haram as well as counterterrorism efforts. He 
called for the U.S. to continue its involvement 
with international governments to develop 
strong frameworks to combat money 
laundering and terrorist funding.  
 

http://www.williamsandjensen.com/
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SEC Commissioner Piwowar Discusses 
Fixed Income Markets 
 
Key Points: 

 SEC Commissioner Michael Piwowar 
discussed the fixed income markets, 
encouraging the MSRB and FINRA to adopt 
a final rule on disclosure of markups and 
markdowns on riskless principal transactions, 
and urging action to “incrementally increase 
pre-trade transparency for municipal bonds.” 

 Commissioner Piwowar suggested the Volcker 
Rule and Basel III are possible reasons for 
reduced liquidity in fixed income markets. 

 Commissioner Piwowar also pointed to recent 
innovations in the marketplace and stated that 
the SEC “should let market participants, not 
regulators, determine which ideas succeed.” 

 
On April 21, SEC Commissioner Michael 
Piwowar gave remarks at the University of 
South Carolina and UNC-Charlotte 4th Annual 
Fixed Income Conference, noting that progress 
has been made in fixed income markets but 
more should be pursued. He noted the SEC 
has been “boosting” staffing levels in the 
Office of Municipal Securities, which was 
created by the Dodd-Frank Act, but no similar 
increase in SEC staffing related to corporate 
bond oversight.  
  
Piwowar discussed some of the progress has 
been made recently in the fixed income space, 
including the MSRB and FINRA’s proposal to 
require the disclosure of markups and 
markdowns on riskless principal transactions 
on both municipal and corporate bonds and 
the best execution rule for municipal securities 
which was adopted by the MSRB in December.  
 
Piwowar went on to encourage the MSRB and 
FINRA to adopt a final rule on the disclosure 
of markups and markdowns on riskless 
principal transactions; that the SEC continue to 

take steps to “incrementally increase” pre-trade 
transparency for municipal bonds; and examine 
the “instrument complexity in the municipal 
securities market.” He suggested that improved 
disclosure has resulted from the SEC’s 
Municipalities Continuing Disclosure 
Cooperation Initiative (MCDC Initiative).  
 
Piwowar noted that bond dealer inventories are 
down, and suggested several possible reasons 
for reduced liquidity such as the Volcker Rule 
and the Basel III’s higher risk-weighted asset 
requirements.  He suggested unless the 
regulators fully understand the underlying 
causes of the reductions in dealer inventories, 
they cannot assess whether the reductions are 
likely to remain. 
 
While acknowledging some have called for 
regulatory action to address municipal and 
corporate bond market structure, Piwowar also 
pointed to recent innovations in the 
marketplace and concluded that the SEC 
“should let market participants, not regulators, 
determine which ideas succeed.” 
 
FDIC Approves ANPRM on Large Bank 
Deposit Insurance Determination 
Modernization 
 
Key Points: 

 The FDIC approved an advanced notice of 
proposed rulemaking (ANPRM) regarding 
large bank deposit insurance determinations. 

 FDIC staff projected that the Deposit 
Insurance Fund ratio would reach 1.15 
percent in late 2016 or the first half of 2017. 
 

On April 21, the Federal Deposit Insurance 
Corporation (FDIC) held a board meeting and 
approved an advanced notice of proposed 
rulemaking (ANPRM) on large bank deposit 
insurance determination modernization. The 

http://www.williamsandjensen.com/
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Board also received an update on projected 
Deposit Insurance Fund (DIF) losses, income, 
and reserve ratios for the Restoration Plan. 
 
FDIC staff explained that the ANPR addresses 
potential solutions to the challenges presented 
by conducting a rapid and accurate Deposit 
Insurance determination when a bank with a 
large number of deposit accounts fails with 
little advanced notice. The ANPR will have a 
90 day comment period. FDIC Chairman 
Martin Gruenberg stated that the ANPR would 
require the 37 potentially covered banks to 
make changes to their systems and processes, 
and that the FDIC is not considering these 
requirements for community banks. 
 
FDIC Staff noted that the Dodd-Frank Act 
requires the minimum target for designated 
reserve ratio for the DIF to reach 1.35 percent 
by September of 2020. Staff said projections 
show that under current assessment rates the 
reserve ratio will reach 1.15 percent in late 2016 
or the first half of 2017. Staff stated that the 
DFA requires that institutions with total assets 
of $10 billion or more bear the cost of 
increasing the reserve ratio from 1.15 percent 
to 1.35 percent. Gruenberg said the reserve 
ratio is now at 1.01 percent, which is the first 
time it has been over 1 percent since 2008. He 
stated that since the reserve ratio is 
approaching 1.15 percent, he anticipates 
beginning the rulemaking process to raise the 
reserve ratio to 1.35 percent later this year. 
 
Upcoming Hearings and Events 
 
April 28 
Insurance Regulation: The Senate Banking 
Committee will hold a hearing to discuss “The 
State of the Insurance Industry and Insurance 
Regulation.” The scheduled witnesses include: 
S. Roy Woodall, Jr., Independent Member with 
Insurance Expertise, Financial Stability 

Oversight Council; Mark Van Der Weide, 
Deputy Director, Division of Banking 
Supervision and Regulation, Board of 
Governors of the Federal Reserve; Michael 
McRaith, Director, Federal Insurance Office, 
U.S. Department of the Treasury; and Kevin 
McCarty, Commissioner, Florida Insurance 
Department on behalf of the National 
Association of Insurance Commissioners. 
 
April 29 
Infrastructure: Housing, Transportation, and 
Community Development will hold a hearing 
entitled “Exploring Opportunities for Private 
Investment in Public Infrastructure.” The 
witnesses will include: Jane Garvey, North 
America Chairman, Meridiam Infrastructure; 
Colleen Campbell, Board Member, 
Infrastructure Ontario; and Cal Hollis, 
Managing Executive Officer for Countywide 
Planning and Development, Los Angeles 
County Metropolitan Authority. 
 
Pensions: The House Education and the 
Workforce Committee’s Subcommittee on 
Health, Employment, Labor and Pensions will 
hold a hearing titled “Examining Reforms to 
Modernize the Multi-Employer Pension 
System.” 
 
Insurance International Standards: The 
House Financial Services Committee’s 
Subcommittee on Housing and Insurance will 
hold a hearing entitled “The Impact of 
International Regulatory Standards on the 
Competitiveness of U.S. Insurers.” 
 
Capital Formation: The House Financial 
Services Committee’s Subcommittee on Capital 
Markets and Government Sponsored 
Enterprises will hold a hearing titled 
“Legislative Proposals to Enhance Capital 
Formation and Reduce Regulatory Burdens.” 
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SEC Open Meeting: The Securities and 
Exchange Commission (SEC) will hold an 
open meeting to consider: (1) “whether to 
propose amendments and re-propose a rule 
under the Securities Exchange Act of 1934 
governing the application of certain Title VII 
requirements to security-based swap 
transactions connected with a non U.S. 
person’s dealing activity that are arranged, 
negotiated, or executed by personnel located in 
a U.S. branch or office or in a U.S. branch or 
office of an agent”; and (2) “whether to 
propose amendments under Section 14(i) of 
the Exchange Act, as added by Section 953(a) 
of the Dodd-Frank Act, requiring registrants to 
disclose in a clear manner the relationship 
between executive compensation actually paid 
and the financial performance of the 
registrant.” 
 
April 30 
Insurance Capital Rules and FSOC 
Process: The Senate Banking Committee’s 
Subcommittee on Securities, Insurance, and 
Investment will hold a hearing entitled 
“Examining Insurance Capital Rules and FSOC 
Process.” The witnesses include: Robert 
Falzon, Executive Vice President and Chief 
Financial Officer, Prudential Financial, 
Incorporated; and Kurt Bock, Chief Executive 
Officer, Country Financial. 
 
Export-Import Bank: The House Financial 
Services Committee’s Subcommittee on 
Monetary Policy and Trade with hold a joint 
hearing with the House Oversight and 
Government Reform Committee’s 
Subcommittee on Health Care, Benefits and 
Administrative Rules entitled “Examining the 
Export-Import Bank’s Mandates.” 
 
May 7  

Federal Advisory Committee on Insurance: 
The Federal Advisory Committee on Insurance 
is expected to hold its next meeting.  
 
CFPB Academic Research Council: The 
Consumer Financial Protection Bureau’s 
(CFPB) Academic Research Council will hold a 
meeting to discuss “trends in consumer finance 
research, the activities of consumer financial 
protection agencies in other countries, and 
recent publications produced by CFPB’s Office 
of Research.” CFPB Director Richard Cordray 
will speak at the event.  
 
May 13 
SEC Equity Market Structure Advisory 
Committee Meeting: The Securities and 
Exchange Commission’s Equity Market 
Structure Advisory Committee will hold a 
meeting, which will focus on Rule 611 of SEC 
Regulation NMS (“Order Protection Rule” or 
“Trade-through Rule”). The meeting will 
include: remarks from SEC Chair Mary Jo 
White, Commissioners, and the Director of the 
Division of Trading and Markets; consideration 
of proposed bylaws; presentations on Rule 611; 
and discussion of next steps.   

May 14 
Regulatory Relief: The Senate Banking 
Committee is scheduled to hold a markup of 
legislation on “regulatory relief and other 
matters.” 
 
June 2 
Export-Import Bank: The Senate Banking 
Committee will hold a hearing regarding the 
Export-Import Bank. 
 
June 4 
Export-Import Bank: The Senate Banking 
Committee will hold a hearing regarding the 
Export-Import Bank. 
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For more information about financial services issues you 
may email or call Joel Oswald at 202-659-8201. 
Rebecca Konst and Alex Barcham contributed to the 
articles. 
 
ENERGY AND ENVIRONMENT 
 
Administration Unveils Quadrennial 
Energy Review Report 
 
Key Points: 

 The Administration released its first 
Quadrennial Energy Review Report on April 
21.  

 The report focuses on energy infrastructure 
issues, including: modernization of the electric 
grid; integrating North American energy 
markets; and infrastructure safety, security, 
resilience and reliability.   

 
On April 21, the Obama Administration 
released its first Quadrennial Energy Review 
report. This report focuses on energy 
transmission, storage and distribution (TS&D) 
infrastructure in the context of changes in U.S. 
energy production and consumption. The 
report includes recommendations for legislative 
and regulatory actions addressing energy 
infrastructure issues.    
 
The Presidential Memorandum establishing the 
QER stated: “The initial focus…will be our 
Nation’s infrastructure for transporting, 
transmitting, and delivering energy. Our current 
infrastructure is increasingly challenged by 
transformations in energy supply, markets, and 
patterns of end use; issues of aging and 
capacity; impacts of climate change; and cyber 
and physical threats…The first Quadrennial 
Energy Review Report will serve as a roadmap 
to help address these challenges.” 
 
The report emphasizes climate change issues, 
including the impacts of climate change and 

weather events on energy infrastructure and the 
need to reduce “GHG emissions from TS&D 
infrastructure, including methane emissions 
from the transmission and distribution of 
natural gas.” The report also discusses of the 
threat of severe weather to TS&D 
infrastructure.  
 
Another theme of the report is “aging 
infrastructure.” It notes that “[n]atural gas and 
oil TS&D infrastructures…face aging and 
obsolescence concerns”, adding that “[t]hese 
infrastructures have not kept pace with changes 
in the volume and geography of oil and gas 
production.” The report also asserts that while 
there have been upgrades and investments, 
“much of the relevant infrastructure—
pipelines, rail systems, ports, and waterways 
alike—is long overdue for repairs and 
modernization.” The report observes that 

Upcoming Dates: Energy and 

Environment 

Spring: EPA is expected to release its 
study on the impact of hydraulic 
fracturing on drinking water   
May 12, 2015: Projected publication 
date of the final rule on “High-Hazard 
Flammable Trains” 
June 1, 2014: EPA must issue the 
proposed 2015 Renewable Fuel 
Standard (RFS) under a consent decree 
June 5, 2015: End of comment period 
for the BLM’s oil and gas royalty 
ANPRM 
June 16, 2015: End of the comment 
period on the Interior Department’s 
NPRM on offshore drilling/blowout 
preventers 
Summer: EPA plans to issue the final 
rules limiting GHG emissions from 
new and existing power plants  
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nearly half “of the Nation’s gas transmission 
and gathering pipelines were constructed in the 
1950s and 1960s.”   
 
One chapter focuses on “Integrating North 
American Energy Markets”, discussing the 
integrated energy infrastructure of the U.S., 
Canada and Mexico. The report states that 
“[e]nergy system integration is in the long-term 
interest of the United States, Canada, and 
Mexico, as it expands the size of energy 
markets, creates economies of scale to attract 
private investment, lowers capital costs, and 
reduces energy costs for consumers.”  
 
The report also discusses the challenges to 
siting and permitting of energy infrastructure. It 
observes that the longer time required for siting 
T&SD infrastructure compared to the time 
needed to permit energy production and 
generation “affects everything from 
transmission planning to utility procurement 
and project finance decisions…” The report 
finds that “it is essential to promote more 
timely permitting decisions while protecting 
our Nation’s environmental, historic, and 
cultural resources.”     
 
The report also states that “[u]nderstanding the 
potential positive and negative effects of TS&D 
infrastructure…on the achievement of overall 
environmental goals—including climate 
mitigation—is key to siting, constructing, 
operating, and maintaining TS&D 
infrastructure in an environmentally 
responsible manner.”   
 
Murkowski Outlines Plans for Energy 
Legislation 
 
Key Points: 

 Senate Energy and Natural Resources 
Committee Chair Lisa Murkowski discussed 

her plans for energy legislation in a speech on 
April 20.   

 Murkowski said the Committee would work 
to advance a bill addressing “efficiency, supply, 
infrastructure, and reforms to promote 
accountability”. 

 She also announced that she would introduce 
legislation to repeal the ban on U.S. crude oil 
exports.   

 
In a speech at the annual CERA Week 
conference, Senate Energy and Natural 
Resources Committee Chair Lisa Murkowski 
(R-AK) discussed her plans to draft and vote 
on a broad package of energy legislation in the 
coming months. Murkowski also announced 
that she will introduce legislation to repeal the 
statutory bans on crude oil exports.  
 
She explained that the Committee is “beginning 
work on a broad energy bill” that will include 
“four broad titles: efficiency, supply, 
infrastructure, and reforms to promote 
accountability.” Murkowski said that the 
Committee “will hold a series of hearings and 
markups” in the “next few months”, with a 
hope to move the legislation to the Senate floor 
“[l]ater this summer.”  
 
On oil exports, she noted the large number of 
reports produced last year by economists, think 
tanks and analysts. She declared, “[i]f last year 
was the Year of the Report, this should be the 
Year of Legislation.” Murkowski announced 
“that I plan to introduce a bill that fully repeals 
our nation’s outdated export ban, while still 
preserving the emergency authority of the 
President.” Noting the potential end to 
sanctions on Iran which would open world 
markets to that country’s oil exports, 
Murkowski asserted that the U.S. export ban 
“equates to a sanctions regime against 
ourselves.” She added that the export 
prohibition “hurts American producers, who 
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have to sell at a significant discount to Brent, 
and it hurts American consumers, whose prices 
at the pump are higher than they would 
otherwise be.”  
 
Interior Department Begins Process to 
Increase On-Shore Oil and Gas Royalties 
and Fees 

 

 The Interior Department has issued an initial 
proposal that calls for increasing royalties, 
rents, penalties and other payments by oil and 
gas companies for leases on federal lands.   

 The proposal seeks comments on these 
potential hikes in payments, and would be 
followed by a Notice of Proposed Rulemaking 
that would set forth a specific set of revenue 
increases.    

 
On April 21, the Interior Department’s Bureau 
of Land Management published an Advanced 
Notice of Proposed Rulemaking (ANPRM) 
titled “Oil and Gas Leasing; Royalty on 
Production, Rental Payments, Minimum 
Acceptable Bids, Bonding Requirements, and 
Civil Penalty Assessments“. The ANPRM seeks 
public comments on potential revisions to the 
Bureau of Land Management’s (BLM) 
“regulations related to royalty rates, annual 
rental payments, minimum acceptable bids, 
bonding requirements, and civil penalty 
assessments for Federal onshore oil and gas 
leases.”  
 
The ANPRM signals the Obama 
Administration’s interest in increasing the 
revenues generated by these royalties, payments 
and penalties. It states that each of the items 
covered by the ANPRM “is important to the 
appropriate management of the public’s oil and 
gas resources…[and] help ensure a fair return 
to the taxpayer, diligent development of leased 
resources, adequate reclamation when 
development is complete; and…adequate 

deterrence for violations of legal 
requirements…” The ANPRM asserts that 
increased rental rates would ensure diligent 
development of oil and gas leases, and 
increased penalties would deter unauthorized 
drilling and trespass.  
 
The ANPRM notes that current law would 
restrict any increases in royalty rates to 
competitively-bid leases. Royalty rates for non-
competitively-bid leases are set by statute at 
12.5 percent.    
 
The ANPRM seeks input in response to a 
series of questions regarding royalty rates, 
rental payments, minimum acceptable bids, 
binding requirements and civil penalties, 
including: 

 “In evaluating whether or not existing 
royalty rates are providing a fair return 
to the public for leased oil and gas 
resources, what should the BLM 
consider, and on what factors should 
the BLM place the most weight?” 

 “Should the BLM consider other 
factors in determining what royalty 
level might provide a fair return, such 
as life cycle costs, externalities, or the 
social costs associated with the 
extraction and use of the oil and gas 
resources?” 

 “Should the BLM…[i]ncrease the 
royalty rate on oil and gas production 
above 12.5 percent to a different fixed 
royalty rate? If so, what should that rate 
be? For example, should the rate be 
increased to 18.75 percent consistent 
with the rate set for recent offshore 
lease sales?” 

 Should the BLM “[e]stablish potentially 
different royalty rates or rate schedules 
for new leases by region, State, lease 
sale, formation, resource type…” 
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 “…[S]hould the BLM revise its 
regulations so that the Secretary 
(through the BLM) has the authority to 
set the royalty rate terms for new leases 
outside of a formal rulemaking 
process?” 

 “Should the BLM increase the annual 
rental payments…? If so, by how 
much? If not, why are current payment 
levels sufficient to ensure the diligent 
development of an oil and gas lease?” 

 “Should the BLM increase the current 
minimum acceptable bid of $2 per acre? 
If so, by how much?” 

 “Should the BLM increase the 
minimum bond amounts…? If so, by 
how much? If not, why are current 
bonding levels sufficient?” 

 “Should [the BLM] provide a way for 
[minimum bond amounts] amounts to 
automatically rise, such as if they were 
to track inflation? 

 “Are there any other activities for 
which the BLM should consider 
requiring a bond?” 

 Should the BLM consider adding new 
bond requirements for inactive wells 
and to address unpaid royalties?  

 “Should the current regulatory caps on 
the amount of civil penalties that may 
be assessed be removed?” 

 
In a statement, the Independent Petroleum 
Association of America (IPAA) objected to the 
proposal, and warned that it would hurt small 
companies and curtail energy development, 
asserting that “raising fees on America’s 
independent producers…will cause small, 
family-owned businesses to suffer and further 
discourage energy development on federal 
lands owned by U.S. taxpayers.” 
 
Upcoming Hearings and Events 

 
April 28 
Quadrennial Energy Review: The Senate 
Energy and Natural Resources Committee will 
hold a hearing on the Obama Administration’s 
Quadrennial Energy Review.   
 
April 29 
Ozone Requirements: The House Science 
Committee’s Subcommittee on Environment 
will hold a hearing on “The Impact of EPA’s 
Proposed Ozone Standards on Rural America”.  
 
Science and Policy: The House Natural 
Resources Committee’s Subcommittee on 
Oversight will hold a hearing titled “Zero 
Accountability: The Consequences of 
Politically Driven Science”.    
 
April 30 
Energy Efficiency Legislation: The Senate 
Energy and Natural Resources Committee will 
hold a hearing on energy efficiency legislation, 
including the “Weatherization Enhancement 
and Local Energy Efficiency Investment and 
Accountability Act” (S. 703); the “Energy 
Savings and Industrial Competitiveness Act of 
2015” (S. 720); and the “Energy Savings 
Through Public-Private Partnerships Act of 
2015” (S. 858).   
 
Department of Interior Hydraulic 
Fracturing Rule: The Senate Energy and 
Natural Resources Committee’s Subcommittee 
on Public Lands, Forests, and Mining will hold 
a hearing on “The Bureau of Land 
Management’s Final Hydraulic Fracturing 
Rule.” 
 
Strategic Petroleum Reserve: The House 
Energy and Commerce Committee’s Energy 
and Power Subcommittee will hold a hearing 
titled “Strategic Petroleum Reserve Discussion 
Draft and Title IV Energy Efficiency”.   
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June 15-16 
EIA Energy Conference: The Energy 
Information Administration (EIA) will hold its 
annual Energy Conference.   
 
For more information about energy and environment 
issues you may email or call Frank Vlossak at 202-
659-8201. Updates on energy and environment issues 
are available during the week on twitter. 
 
DEFENSE 
 
Carter Speech On New Cyber Strategy 
 
Key Points: 

 The DOD unveils a new cyber strategy that 
contemplates a role for potential offensive 
operations in the event of a major cyber attack 

 The DOD will also emphasize protecting its 
networks and US critical infrastructure  

 
On April 23, in conjunction with a speech at 
Stanford University, Secretary of Defense 
Ashton Carter unveiled the Department of 
Defense’s (DOD) new Cyber Strategy.  
 
Carter stated that cybersecurity “is one of the 
world’s most complex challenges today, which 
is why the DOD has three missions in the 
cyber domain: 

 The first is defending our own 
networks and weapons, because they’re 
critical to what we do every day…and 
they’re no good if they’ve been hacked.  

 Second, we help defend the nation 
against cyberattacks from abroad – 
especially if they would cause loss of 
life, property destruction, or significant 
foreign policy and economic 
consequences.  

 And our third mission is to provide 
offensive cyber options that, if directed 

by the President, can augment our 
other military systems. 

 
Carter stated that “[s]till, adversaries should 
know that our preference for deterrence and 
our defensive posture don’t diminish our 
willingness to use cyber options if 
necessary…[a]nd when we do take action – 
defensive or otherwise, conventionally or in 
cyberspace – we operate under rules of 
engagement that comply with international and 
domestic law.” He asserted that “[t]his 
approach reflects two goals: first, keeping the 
Internet open, secure, and prosperous…[a]nd 
second, assuring that we continue to respect – 
and protect – the freedoms of expression, 
association, and privacy that reflect who we are 
as a nation.” 
 
Carter stated that “[t]o do this right, we again 
have to work together…[a]nd as a military, we 
have to embrace openness.” He asserted that 
“[t]oday dozens of militaries are developing 
cyber forces, and because stability depends on 
avoiding miscalculation that could lead to 
escalation, militaries must talk to each other 
and understand each other’s abilities.” Carter 
said that “DOD must do its part to shed more 
light on cyber capabilities that have previously 
been developed in the shadows.” 
 
Carter stated that “I want to disclose a recent 
instance that helps illustrate the cyber threat we 
face today and what to do about it. It’s never 
been publically reported, and it shows how 
rapidly DOD can detect, attribute, and expel an 
intruder from our military networks – in this 
case, unclassified ones.” He claimed that 
“[e]arlier this year, the sensors that guard 
DOD’s unclassified networks detected Russian 
hackers accessing one of our networks…[and] 
[t]hey’d discovered an old vulnerability in one 
of our legacy networks that hadn’t been 
patched.” Carter stated that “[w]hile it’s 
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worrisome they achieved some unauthorized 
access to our unclassified network, we quickly 
identified the compromise, and had a team of 
incident responders hunting down the intruders 
within 24 hours…[and] [a]fter learning valuable 
information about their tactics, we analyzed 
their network activity, associated it with Russia, 
and then quickly kicked them off the network, 
in a way that minimized their chances of 
returning.” 
 
Carter stated that “[m]ore broadly, President 
Obama has said that we will respond to cyber-
attacks in a manner and at a time and place of 
our choosing using appropriate instruments of 
U.S. power. DOD has spent a lot of time 
figuring out how to help do so while also 
holding true to our nation’s enduring interests, 
traditions, and values.” He said that “we’ve 
developed a new cyber strategy that details 
what our cyber missions are and when we will 
take certain actions and why.” Carter stated 
that “[t]his new strategy – our first since 2011 – 
is to help guide development of DOD’s cyber 
forces, and it’s also a reflection of DOD being 
more open than before.” 
 
In the Cyber Strategy, the DOD noted that 
“[t]he May 2011 Department of Defense Strategy for 
Operating in Cyberspace guided the Defense 
Department’s cyber activities and operations in 
support of U.S. national interests over the last 
four years.” The DOD stated that “[t]his new 
strategy sets prioritized strategic goals and 
objectives for DOD’s cyber activities and 
missions to achieve over the next five 
years…[and] focuses on building capabilities 
for effective cybersecurity and cyber operations 
to defend DOD networks, systems, and 
information; defend the nation against 
cyberattacks of significant consequence; and 
support operational and contingency plans” 
(these are identified elsewhere in the document 
at the DOD’s three primary cyber missions.) 

The DOD stated that “[t]his strategy builds on 
previous decisions regarding DOD’s Cyber 
Mission Force and cyber workforce 
development and provides new and specific 
guidance to mitigate anticipated risks and 
capture opportunities to strengthen U.S. 
national security.” 
 
The DOD stated that “[t]hree major drivers 
required that DOD develop a new cyber 
strategy:  

 First is the increasing severity and 
sophistication of the cyber threat to 
U.S. interests, to include DOD 
networks, information, and systems. 
The Department of Defense has the 
largest network in the world and DOD 
must take aggressive steps to defend its 
networks, secure its data, and mitigate 
risks to DOD missions.  

 Second, in 2012 President Obama 
directed DOD to organize and plan to 
defend the nation against cyberattacks 
of significant consequence, in concert 
with other U.S. government agencies. 
This new mission required new 
strategic thinking.  

 Finally, in response to the threat, in 
2012 DOD began to build a Cyber 
Mission Force (CMF) to carry out 
DOD’s cyber missions. The CMF will 
include nearly 6,200 military, civilian, 
and contractor support personnel from 
across the military departments and 
defense components. The strategy 
provides clear guidance for the CMF’s 
development.  

 
The DOD laid out its strategic goals and key 
implementation objectives in a fact sheet: 
I. Build And Maintain Ready Forces And 
Capabilities To Conduct Cyberspace 
Operations. In 2013, DOD initiated a major 
investment in its cyber personnel and 
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technologies for the Cyber Mission Force. The 
Department of Defense must train its people, 
build effective organizations and command and 
control systems, and fully develop the 
capabilities that DOD requires to operate in 
cyberspace. Key objectives of this goal include:  

 Build technical capabilities for 
operations, to include a unified and 
integrated operational platform.  

 Accelerate research and development to 
provide DOD with a significant 
advantage in developing leap-ahead 
technologies to defend U.S. interests in 
cyberspace.  

 Assess CMF capacity to achieve 
mission objectives when confronted 
with multiple contingencies.  

 
II. Defend The DOD Information 
Network, Secure DOD Data, And Mitigate 
Risks To DOD Missions. DOD must 
identify, prioritize, and defend its most 
important networks and data so that it can 
carry out its missions effectively. DOD must 
also plan and exercise to operate within a 
degraded and disrupted cyber environment in 
the event that an attack on DOD’s networks 
and data succeeds, or if aspects of the critical 
infrastructure on which DOD relies for its 
operational and contingency plans are 
disrupted. Key objectives of this goal include:  

 Build the Joint Information 
Environment single security 
architecture to shift the focus from 
protecting service-specific networks 
and systems to securing the DOD 
enterprise.  

 Implement a capability to mitigate all 
known vulnerabilities that present a 
high risk to DOD.  

 Identify, plan, and defend the networks 
that support key DOD missions.  

 Build a layered defense around the 
Defense Industrial Base through 
improved accountability, cybersecurity 
standards, counterintelligence, and 
whole of government efforts to counter 
IP theft.  

 
III. Be Prepared To Defend the U.S. 
Homeland and U.S. Vital Interests from 
Disruptive or Destructive Cyberattacks of 
Significant Consequence. The Department 
of Defense must work with its interagency 
partners, the private sector, and allied and 
partner nations to deter and if necessary defeat 
cyberattacks of significant consequence on the 
U.S. homeland and U.S. interests. The 
Department of Defense must develop its 
intelligence, warning, and operational 
capabilities to mitigate sophisticated, malicious 
cyberattacks. Key objectives of this goal 
include:  

 Develop intelligence and warning 
capabilities to anticipate threats.  

 Partner with key interagency 
organizations to prepare to defend the 
nation in cyberspace.  

 Work with DHS to develop continuous 
and automated mechanisms for sharing 
information.  

 Assess DOD’s cyber deterrence 
posture and provide recommendations 
for improving it.  

 
IV. Build And Maintain Viable Cyber 
Options And Plan To Use Those Options 
To Control Conflict Escalation And To 
Shape The Conflict Environment At All 
Stages. During heightened tensions or outright 
hostilities, DOD must be able to provide the 
President with a wide range of options for 
managing conflict escalation. As a part of the 
range of tools available to the United States, 
DOD must develop viable cyber options and 
integrate those options into Departmental 
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plans. DOD will develop cyber capabilities to 
achieve key security objectives with precision, 
and to minimize loss of life and destruction of 
property.  
 
V. Build And Maintain Robust 
International Alliances And Partnerships 
To Deter Shared Threats And Increase 
International Security And Stability. All 
three of DOD’s cyber missions require close 
collaboration with foreign allies and partners. 
In its international cyber engagement, DOD 
seeks to build partnership capacity in 
cybersecurity and cyber defense.  

 Partner capacity building will focus on 
priority regions, to include the Middle 
East, Asia-Pacific, and Europe. DOD 
will remain adaptive and flexible to 
build new alliances and partnerships as 
required.  

 
NDAA Subcommittee Markups 
 
Key Points: 

 The HASC begins the process of marking up 
the FY 2016 NDAA and proposes major 
programmatic changes in compensation and 
delaying funding for key procurements  

 
This week, the House Armed Services 
Committee’s subcommittees marked up their 
portions of the FY 2016 National Defense 
Authorization Act (NDAA) with the full 
committee set to mark up the package next 
week.  
Most notably, the draft NDAA would change 
significantly the retirement compensation 
options available to future armed forces 
members from a defined pension to a 401(k) 
style retirement package. The Department of 
Defense (DOD) and the current and previous 
Administrations have advocated for reform to 
the compensation system of uniformed 
personnel, which have been identified as one of 

the fastest growing components in the DOD in 
the 21st Century. Former Secretary of Defense 
Leon Panetta remarked more than once that 
personnel costs would begin crowding out 
other DOD priorities such as modernization. 
Earlier this year, the Military Compensation 
and Retirement Modernization Commission 
issued its recommendations that included 
changing retirement compensation along with 
health care and other components of the 
DOD’s current compensation system. In 
November 204, the Congressional Budget 
Office (CBO) issued a report titled “Growth in 
DOD’s Budget From 2000 to 2014,” in which 
CBO asserted that “[t]he military personnel 
budget experienced the largest percentage 
increase of the four main budget categories 
CBO examined…[a] category encompasses 
most of the costs of compensating military 
personnel” (but does not include “the military’s 
health care program, most of which is included 
in  operation and maintenance (O&M) 
accounts.”) CBO stated that “[t]he increase in 
funding for military personnel, averaging 2.7 
percent per year, accounted for about $45 
billion of the $117 billion in real growth in 
DOD’s base budget, even though the number 
of military personnel in 2014 was slightly 
smaller than the number in 2000.” CBO added 
that “[s]pending for the Defense Health 
Program roughly doubled in real terms between 
2000 and 2014.” 
 
Other notable programmatic adjustments 
include reducing funding in FY 2016 for both 
the Boeing KC-46A air-refueling tanker and 
development of the long-range strike bomber 
program. Additionally, the package would 
direct the DOD to assess the F135 engine that 
Pratt & Whitney is developing for the F-35 
Joint Strike Fighter that has experienced 
problems over the last year, including the 
grounding of all F-35s after an engine fire. The 
bill would provide additional funding for the 
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Navy to purchase more Boeing F/A-18E/F 
Super Hornets and would enhance the transfer 
authority of the “National Sea-Based 
Deterrence Fund,” the account that is paying 
for the developing of the Ohio-class 
replacement ballistic missile submarine.  
 
Emerging Threats & Capabilities 
Subcommittee’s summary of its mark: 

 Fully resource and authorize U.S. Cyber 
Command programs and activities, as 
well as all Military Service cyber 
programs and science and technology 
Cyber initiatives to enhance a Cyber 
mission force that defends our national 
security objectives;  

 Direct the Secretary of Defense to 
identify and assess Cyber vulnerabilities 
on legacy weapons systems and mission 
systems; 

 Fully resource and authorize U.S. 
Special Operations Command 
programs and activities;  

 Make permanent the authorization for 
the North Atlantic Treaty Organization 
(NATO) Special Operations 
Headquarters, placing an enduring 
emphasis on this partnership comprised 
of more than 26 countries;  

 Extend DOD’s authority to assist in the 
recovery of isolated personnel overseas;  

 Provides additional funding and 
authorizations to energize counter ISIL 
efforts, operations and technologies; 

 Direct the Secretary of Defense to 
provide a strategy to counter 
unconventional warfare threats being 
posed by Russia, Iran, and others; and 

 Streamline reporting requirements 
placed on DOD by eliminating or 
modifying a number of mandated 
annual reports. 

 

Readiness Subcommittee’s summary of its 
mark: 

 Requires the Department to assess 
single points of failure within the 
Defense supply system; 

 Enhances property accountability by 
requiring a strategic plan for excess 
defense articles; 

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

 Requires the Department to invest in 
technologically improved replacement 
parts that would significantly reduce 
long-term ownership costs; 

 Rejects the request for an additional 
Base Realignment and Closure (BRAC) 
round; 

 Requests an assessment of excess 
capacity to better understand those 
areas the Department of Defense 
believes need to be streamlined to 
achieve efficiencies; 

 Provides an increased military 
construction program above FY15 
enacted levels; and, 

 Codifies a prohibition on the 
Department’s purchase of bulk 
alternative fuels for operational use 
unless cost-competitive with traditional 
fuels. 

 
Tactical Air and Land Forces Subcommittee’s 
summary of its mark: 

 Advance the procurement and 
development of the most up-to-date 
body armor and personal protective 
equipment systems; 

 Support the F-35 program with 
additional aircraft and continued testing 
and development, while achieving 
targeted savings and increasing 
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accountability on the F-35 engine 
program and other logistics systems; 

 Addresses the Department of the 
Navy’s concerns regarding shortfalls in 
tactical strike fighter aircraft and 
addresses a Navy unfunded 
requirement for additional F/A-18F 
Super Hornets; 

 Supports National Guard aviation 
programs to include additional aircraft 
and upgrades to UH-60 Blackhawks, 
along with requiring additional 
accountability on the prioritization and 
distribution strategy employed by the 
National Guard Bureau;  

 Addresses a critical Army unfunded 
requirement for survivability 
enhancements for AH-64 Apache 
Attack Helicopters; 

 Compensates for the short-sighted 
removal of heavy equipment from 
Europe by proposing to upgrade the 
lethality of current Stryker Combat 
Vehicles. 

 
Military Personnel Subcommittee’s summary of 
its mark: 

 Begin to reform the military retirement 
system to provide service members 
with a portable 401K-like benefit while 
retaining a defined retirement benefit at 
20 years of service in an effort to help 
recruit and retain the best and the 
brightest in our Armed Forces and to 
ease their transition into civilian life. 

 Reject proposals that would have 
increased out-of-pocket costs for 
military families and reduced housing 
allowances and commissary benefits.   

 Continue vigorous oversight and 
reform of the military’s handling of 
sexual assault.  This includes 
improvements to the Special Victims 

program, such as better training, 
performance measures, and standards; 
expansion of sexual assault prevention 
training to ROTC and Junior ROTC 
programs; and access to Special Victims 
Counsel for civilians who are victims of 
sexual assault. Requires DOD to 
enhance sexual assault prevention for 
male victims of the Armed Forces and 
to also develop a strategy to deal with 
retaliation against those who intervene 
on behalf of victims.   

 Take steps to help encourage remotely 
piloted aircraft pilots and submarine 
and nuclear officers to stay in service.  

 Recommendations reflecting the 
Military Compensation and Retirement 
Modernization Commission’s Report 

 
Seapower & Projection Forces Subcommittee’s 
summary of its mark: 

 Provides continued support for funding 
for the Ford-class Carriers, which will 
replace the Nimitz class;  

 Supports the President’s request for 
two new Arleigh Burke Flight IIA/III 
destroyers and two Virginia class 
submarines; 

 Supports the Navy’s request for three 
new Littoral Combat ships; 

 Supports funding to complete LPD-28, 
and allows for advance procurement 
for an Afloat Forward Staging Base and 
a new LX(R) amphibious class ship; 

 Acknowledges the importance of a 
robust submarine force by providing 
R&D funding for the Ohio-class 
Replacement Submarine in the National 
Sea-Based Deterrence Fund.  
Additionally, the proposal expands the 
authorities of the National Sea-Based 
Deterrence Fund to better manage 
Ohio-class Replacement effort; 
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 Increases procurement of Tomahawk 
missiles to 198, the minimum needed to 
sustain production; 

 Retains 11 cruisers in the Navy force 
structure and limits the cruiser 
maintenance availability to two years; 

 Continues the committee’s support for 
an aircraft carrier based, unmanned 
deep penetrating strike capability. 

 
Strategic Forces Subcommittee’s summary of 
its mark: 

 Authorizes the Committee’s priority of 
a new U.S. space propulsion capability 
to end U.S. reliance on Russian rocket 
engines by 2019; 

 Sends the Air Force back to the 
drawing board on the next-generation 
weather satellite system by withholding 
all funding for the program until it is 
redesigned to guarantee warfighter 
requirements are met; 

 Drives smarter, more cost-effective 
acquisition in milsatcom space 
programs through new pilot 
approaches, streamlined acquisition, 
and establishing proper accountability 
through centralized management in the 
Department of Defense to save 
taxpayer dollars; 

 Authorizes and sets priorities within the 
NNSA Defense Nuclear 
Nonproliferation program and 
prohibits funding for NNSA threat 
reduction activities in Russia;. 

 Creates a forcing function to ensure 
implementation of concrete reforms to 
the DOE/NNSA governance and 
management system recommended by 
an independent congressional advisory 
panel;. 

 Takes action to address the $3.6 billion 
backlog of deferred maintenance at 

NNSA.  

 Directs DOD to begin development of 
military capabilities to counter Russia’s 
violation of the INF treaty;  

 Directs the development of military 
strategies in response to Russia’s 
actions with respect to deployment of 
nuclear weapons on Ukrainian soil and 
with respect to deployment of the 
Club-K covert cruise missile system; 

 Directs the creation of a program of 
record for a Multiple-Object Kill 
Vehicle for the Ground-based 
Midcourse Defense system, to 
accelerate the development of this 
advanced capability to boost homeland 
defense capability; 

 Would require the modification of the 
Aegis Ashore site in Romania, and the 
planned site in Poland, to provide 
enhanced Anti-Air Warfare capability 
for defense of the sites from regional 
threats, including against cruise missiles 
from Russia; 

 Requires the relocation of the Sea-
based X-band Radar to a site on the 
East Coast by 2020, and, directs 
immediate work on site design and 
other study and process work to 
homeport such radar on the East Coast, 
while ensuring the missile defense of 
Hawaii. 

 
SASC Acquisition Reform Hearing 
 
Key Points: 

 The Committee begins looking at reforms to 
the DOD’s acquisition systems with testimony 
from the service branch assistant secretaries 
that oversee acquisition  

 
On April 22, the Senate Armed Services 
Committee’s Readiness and Management 
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Support Subcommittee held a hearing to 
discuss ways to reform and improve defense 
acquisition across the military branches. Topics 
discussed in this report include: (1) improving 
program management; (2) workforce retention; 
(3) learning for acquisitions failures and 
successes; (4) streamlining the acquisition 
process; (5) the foreign military sales 
contracting process; and (6) supporting small 
military suppliers.   
 
Ranking Member Tim Kaine (D-VA) stated 
that defense acquisition reform is a major area 
of focus not only in the Subcommittee, but in 
the full Senate Armed Services Committee as 
well. He stressed the importance and reliance 
of the acquisition decisions made by military 
leadership in the ability for the larger military 
population to accomplish its mission. He noted 
that there are reforms already under way in the 
acquisition process but emphasized that 
additional challenges remain unaddressed.  He 
said the acquisition process is being influenced 
by stricter budget constraints and an overall 
consolidation of the military industrial 
complex. He stated that the system must 
balance speed and flexibility with the potential 
financial risk, making effective oversight 
essential. He emphasized the critical role of 
recruiting and retaining the proper acquisition 
workforce.  
 
Assistant Secretary of the Army for 
Acquisition, Logistics and Technology Heidi 
Shyu stated that defense acquisition is a risk 
adverse, compliance based process with a 
checklist mentality that has become “unduly 
cumbersome.” She said the defense program 
managers (PM) are constrained because they do 
not control their own budget. She stressed that 
the government is unable to hold a reserve 
budget to address unseen risk, and changes are 
made to programs without regard to cost, 
schedule, or increased risk to the program. She 

contended that in the defense industry, the 
numerous stakeholders with unique interests 
influence decisions will only the PM is 
responsible for program cost, schedule, and 
performance. She said the defense industry has 
an extensive amount of documentation prior to 
achieving milestones. She stated that there is 
limited flexibility in hiring and incentivizing 
employees to achieve success and complete a 
program. She asserted that a fundamental lack 
of PM authority commensurate with the 
responsibility of guiding a program to 
completion is preventing a successful 
acquisition process.  
 
Assistant Secretary of the Navy for Research, 
Development and Acquisition Sean Stackley 
stated that every program funded in the 
Department of Defense (DOD) is subject to 
answering four basic questions: what is the 
purchasing cost, how will it improve 
performance, what can the Department afford, 
and how can the purchase be made more 
affordable. He stressed the importance of 
getting the requirements correct in the 
acquisition process, saying it is the most critical 
phase in determining the outcome of a systems 
program. He said the most successful programs 
are underpinned by stable requirements, stable 
designs, and stable budgets. He emphasized 
that procuring at efficient rates and leveraging 
investments without impacting risk or key 
requirements makes an acquisition process 
most effective. He said that they need to build 
a skilled and experience acquisition workforce. 
He asserted that maintaining a strong industrial 
base is necessary because improvements to the 
acquisition process rely on performance by 
industry. He said there needs to be a “sense of 
urgency” to major program acquisition to 
deliver capabilities at the speed of technology, 
not bureaucracy.   
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Assistant Secretary of the Air Force for 
Acquisition William LaPlante stated that 
adaptability and agility are best achieved 
through increased speed, arguing that failing 
quickly is favorable to working slowly. He said 
if speed is not possible, then it is essential to 
build in “hooks” where the program can 
change and be altered based on changing 
requirements, technology, or budget. He 
explained that a generic acquisition program 
has three phases: development, procurement, 
and sustainment. He argued that the skills 
needed for acquisition and sustainment are 
drastically different. He asserted that the 
acquisition of services is also covered under the 
same procurement operation but requires a 
different skill set than a product acquisition. He 
said there has been a proliferation of rapid 
acquisition offices over the past 15 years that 
use an entirely different model for acquisition 
that focuses on a different set of goals and 
procedures. He contended that there is little in 
common across these different types of 
acquisitions apart from the need for a talented 
and knowledgeable workforce. He expressed 
support for the Better Buying Power Initiative 
as successfully generating real cost-saving 
measures.  
 
Upcoming Hearings and Events 
April 28 
Security Policy in Europe: The Senate 
Armed Services Committee will hold a hearing 
to discuss U.S. security policy in Europe. 
 
April 29 
FY 2016 Defense Authorization: The Senate 
Armed Services Committee will hold a hearing 
to discuss the FY 2016 defense authorization 
for military space programs. 
 
FY 2016 NDAA: The House Armed Services 
Committee will hold a markup of the FY 2016 
defense authorization. 

 
ISIS: The House Foreign Affairs Committee 
will hold a hearing to discuss ISIS. 
 
April 30 
FY 2016 Defense Authorization: The Senate 
Armed Services Committee will hold a hearing 
to discuss the FY 2016 defense authorization 
for European Command. 
 
Iraq & Syria: The House Foreign Affairs 
Committee will hold a hearing to discuss U.S. 
policy in Iraq and Syria. 
 
TBD 
FY 2016 Defense Authorization: The Senate 
Armed Services Committee will hold a hearing 
to discuss the FY 2016 defense authorization 
for the Army and Air Force. 
FY 2016 Defense Authorization: The Senate 
Armed Services Committee will hold a hearing 
to discuss the FY 2016 defense authorization 
for military personnel programs. 
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH 
 
Senate Appropriations Subcommittee 
Holds Hearing on HHS Budget  
 
Key Points: 

 Members express bipartisan support for 
scientific research; express differences on overall 
budget levels 

 Burwell notes proposed funding increase for 
HHS; cites need to improve access to 
healthcare 

 
The Senate Appropriations Committee’s Labor, 
Health and Human Services, and Related 
Agencies Subcommittee held a hearing to 
discuss the Fiscal Year (FY) 2016 budget for 
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the Department of Health and Human Services 
(HHS). The hearing explored a range of topics, 
including Affordable Care Act (ACA) 
implementation, opioid abuse, children’s 
health, and funding for scientific research. 
Subcommittee Chairman Roy Blunt (R-MO) 
expressed hope that Congress and the 
Administration will find common ground on 
HHS priorities. He noted his support for 
funding increases for the National Institutes of 
Health (NIH), and pledged to continue to work 
with HHS on improving medical research.  
 
Subcommittee Ranking Member Patty Murray 
(D-WA) expressed concern that the budget 
resolutions adopted by the House and Senate 
“double down” on sequestration cuts. She 
called on Congress to lift spending caps and 
invest responsibly in healthcare. She said that 
the growing number of seniors is straining the 
Medicare program, and expressed support for 
increased funding for the Centers for Medicare 
and Medicaid Services (CMS).  
 
Secretary of Health and Human Services Sylvia 
Burwell warned that sequestration will return 
next year without Congressional action. She 
highlighted opportunities to find common 
ground, including medical innovation and the 
treatment of substance abuse. She said the 
proposed $4.8 billion increase in HHS 
spending would allow the agency to build a 
strong foundation for the future.  
 
Blunt questioned Burwell regarding the HHS 
plan if the ACA subsidies are ruled invalid by 
the Supreme Court. Burwell asserted her belief 
that HHS will win the case. She said that if the 
Court finds for the plaintiffs, it will mean that 
HHS cannot provide these subsidies and HHS 
will not have the authority to issue new 
subsidies.  
 

Senator Richard Durbin (D-IL) stated that 
funding for NIH has fallen short of needs and 
discouraged researchers. He said that the 
President’s budget only providers for a three 
percent increase, and urged Congress to make a 
bipartisan commitment to a five percent 
increase plus inflation in biomedical research. 
Burwell agreed with the need for greater 
investment in research, and asserted that there 
should be a match for increases in defense and 
non-defense spending.  
 
Several Democrats at the hearing joined 
Secretary Burwell in reiterating concerns that 
sequestration could have a serious impact on 
HHS priorities if Congress does not act to 
prevent its return.  
 
Meanwhile, House Appropriators approved a 
spending plan for FY 2016 that falls under the 
caps. The plan includes a cut of $3.7 billion 
from FY 2015 levels from the Labor-HHS-
Education funding bill.  
 
House Panel Examines Opioid Abuse; 
Announces 21st Century Cures Hearing on 
April 30 
 
Key Points: 

 House Energy and Commerce convenes 
additional hearing on opioid abuse 

 Health Subcommittee to hold hearing on 21st 
Century Cures next week 

 
On April 23, the House Energy & Commerce 
Committee’s Oversight and Investigations 
Subcommittee held a hearing entitled 
“Combating the Opioid Epidemic: Professional 
and Academic Perspectives.” Subcommittee 
Chairman Tim Murphy (R-PA) said that 
330,000 Americans will die from drug 
overdoses this year, according to HHS. He said 
that the current strategy to combat drug opioid 

http://www.williamsandjensen.com/
http://energycommerce.house.gov/hearing/combatting-opioid-abuse-epidemic-professional-and-academic-perspectives


Williams & Jensen – Washington Update April 24, 2015 
   

  
 

 
Williams & Jensen, PLLC 

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

www.williamsandjensen.com 
 

Page 23 of 33 

abuse is “just not working,” and generally 
expressed support for HHS’ three point plan to 
combat the epidemic. However, he questioned 
the recommendation for increased use of 
Buprenorphine, asserting that states that have 
made investments in this drug have not seen a 
reduction in overdose deaths. Murphy 
discussed the importance of medication-
assisted treatment (MAT) for opioid addicts.  
 
Subcommittee Ranking Member Diana 
DeGette (D-CO) stated her support for 
patient-oriented treatments, and said that 
relatively few opioid abusers receive the most 
modern and effective forms of care, such as 
MAT. DeGette said that many of the most 
effective efforts to combat opioid addition 
have come at the state level, and urged the 
Committee to hold an additional hearing 
featuring testimony from state officials. 
 
Previous hearings on this topic have been held 
by numerous Congressional panels including 
the House Appropriations Committee, the 
Senate Health, Energy, Labor, and Pensions 
(HELP) Committee, and the Senate Veterans 
Affairs Committee.  
 
Meanwhile, the House Energy and Commerce 
Committee’s Health Subcommittee noticed a 
hearing for April 30 on 21st Century Cures 
legislation. The legislative hearing will mark the 
latest step forward for the Chairman Fred 
Upton (R-MI) and Representative DeGette, the 
founders of the 21st Century Cures initiative. 
Chairman Upton said that legislative text will 
be released in the “coming days,” and 
expressed his desire to send a bill to President 
Obama’s desk before the end of 2015. The 
hearing will feature testimony of witnesses 
from the National Institutes of Health (NIH) 
and the U.S. Food and Drug Administration 
(FDA).  
 

Upcoming Hearings and Meetings 
 
April 28 
Medicare Audit and Appeals Issues: The 
Senate Finance Committee will hold a hearing 
titled “Creating a More Efficient and Level 
Playing Field: Audit and Appeals Issues in 
Medicare.” 
 
Medical Innovation for Patients: The Senate 
Health, Education, Labor and Pensions 
Committee will hold a hearing titled 
“Continuing America’s Leadership: The Future 
of Medical Innovation for Patients.” 
 
April 29 
ACA Lawsuit: The Senate Committee on 
Small Business and Entrepreneurship will hold 
a hearing entitled, “King vs Burwell Supreme 
Court Case and Congressional Action that can 
be taken to Protect Small Businesses and their 
Employees.” 
 
April 30 
21st Century Cures Bill: The Health 
Subcommittee of the House Energy and 
Commerce Committee will hold a hearing on 
21st Century Cures legislation. 
 
For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
TRANSPORTATION AND 
INFRASTRUCTURE  

 
Committee Looks At FAA and 
Competitiveness 
 
Key Points: 

 The Senate Commerce Committee’s Aviation 
Subcommittee conducts a hearing on how the 
FAA’s certification process may be impairing 
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the competitiveness of the U.S. aviation 
industry  

 
On April 21, the Senate Commerce, Science, 
and Transportation Committee’s Aviation 
Operations, Safety, and Security Subcommittee 
held a hearing entitled “FAA Reauthorization: 
Certification and U.S. Aviation Manufacturing 
Competitiveness.” Topics discussed at the 
hearing included, but were not limited to: (1) 
update on the small aviation certification 
process; (2) changing Federal Aviation 
Administration (FAA) culture; (3) utilizing the 
ODA process; (4) supporting innovation; (5) 
improving the FAA certification process; (6) 
comparing U.S. and European regulatory 
processes; (6) recommendations for FAA 
reauthorization; and (7) the status of the Piston 
Aviation Fuels Initiative. 
 
Chairman Kelly Ayotte (R-NH) asserted the 
hearing will explore additional steps to support 
and enhance the safety of the air traffic system 
and manufacturing innovation. She observed 
civil aviation manufacturing is the number one 
foreign export. She expressed support for 
enabling innovation to maintain manufacturing 
competitiveness. She asserted the government 
should not be a roadblock, or a perceived 
roadblock, to innovation. She said the FAA 
certification process is inefficient. She 
emphasized the importance of maintaining 
safety, but cautioned against hindering 
innovation. She pointed to problematic foreign 
civil aviation validation, the underutilization of 
the Organization Designation Authorization 
(ODA,) and interpretation of regulations by the 
FAA and its negative impact on design 
approval. 
 
Ranking Member Maria Cantwell (D-WA) 
asserted aviation manufacturing is vital to the 
American economy. She said that civil aviation 
manufacturing is the number one foreign 

export. She noted the Export-Import Bank 
(Ex-Im Bank) authorization expires this 
summer and expressed support for 
reauthorization. She called for imposing a 
regulatory regime that fosters innovation while 
ensuring product safety. She said the FAA 
serves as a regulator because it administers the 
certification process, noting the backlog of 
certification requests has resulted in costly 
delays for manufacturers. She called for 
reforming the certification process.  
 
FAA Director of Aircraft Certification Service 
Dorenda Baker explained the FAA is working 
closely with industry to understand and 
respond to concerns in order to improve the 
efficiency and effectiveness of the certification 
process without compromising safety. She said 
90 percent of certification activity is leveraged 
through delegation and the FAA is working on 
streamlining the remainder. She observed the 
FAA has completed 10 of the 14 
recommendations made by its Aircraft 
Certification Process and Review Aviation 
Rulemaking Committee, which was formed in 
response to the FAA Modernization and 
Reform Act of 2012. She said the FAA is also 
working with individual companies to work 
towards ODA compliance. She explained that 
on a national level, ODA scorecard metrics 
enable the FAA to measure the overall 
efficiency and effectiveness of ODAs. She 
declared certification reform is imperative for 
maintaining competitiveness. 
 
Government Accountability Office Director of 
Civil Aviation Issues Dr. Gerald Dillingham 
explained the FAA has chartered two 
rulemaking committees, each of which 
produced six recommendations. He addressed 
the certification process recommendations, 
explaining most of these recommendations are 
completed or are on track to be completed 
within the next three years. He noted the only 
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exception to this is the certification of small 
aircraft, which is expected to happen two years 
later than the original mandate. He said the 
FAA has not developed metrics to measure the 
overall effectiveness of its efforts. He 
addressed the regulatory consistency 
recommendations, explaining the FAA has 
created a plan, and has completed two 
recommendations and will complete the 
remaining four in the next few years. He 
declared it to be too soon to determine the 
success of this effort. He asserted the U.S. has 
been viewed as the “gold standard” of 
certification internationally, saying foreign 
approval processes often create additional 
delays in delivering products to foreign 
markets. He noted FAA backlogs also create 
delays in delivering products to foreign 
markets. He said that while progress is being 
made, reforms will likely take years to 
implement and require continued 
Congressional oversight.  
 
FTA Head Testifies on MAP-21 
Reauthorization 
 
Key Points: 

 The Senate Banking Committee held its first 
hearing on reauthorizing the transit provisions 
in MAP-21and focused on the need for a 
stable, sustainable funding source 

 
On April 21, the Senate Banking, Housing, and 
Urban Affairs Committee held a hearing to 
discuss the transit component of potential 
surface transportation reauthorization 
legislation. Topics discussed during the hearing 
included: (1) transit system maintenance 
backlog vs. new projects; (2) supporting and 
utilizing public-private partnerships; (3) 
oversight of FTA regional offices; (4) transit 
for low income communities; (5) transit system 
maintenance backlog/state of good repair; (6) 
altering funding for bus programs; (7) 

supporting Buy America provisions; (8) “local 
hire” pilot program; (9) nationally/regionally 
significant projects; (10) increasing funding for 
rural transit; (11) transit workforce training; and 
(12) establishing emergency response 
procedures. 
 
Chairman Richard Shelby (R-AL) noted that 
the Moving Ahead for Progress in the 21st 
Century Act (MAP-21) expires on May 31 and 
stated a long-term reauthorization bill is 
necessary to provide certainty and stability to 
cities and states. He called the solvency of the 
Highway Trust Fund (HTF) “the most 
significant hurdle” in advancing a 
reauthorization bill. He said the persistent 
revenue shortfall in the HTF highlights the fact 
that transportation needs have outstripped the 
capacity of the fund. He asserted that any 
reauthorization bill should balance spending 
needs with long-term sustainability and 
flexibility while encouraging private sector 
investment. He expressed support for the 
Administration’s Build America Investment 
Initiative and contended that eliminating 
burdensome regulations will invite more 
innovation to the transit marketplace. He 
suggested projects with minimal federal 
involvement should not be subjected to the 
same level of oversight at those with significant 
federal involvement.  
 
Shelby stated federal policies should encourage 
a responsible and measured approach to 
transportation system management, which 
includes the funding of operations, 
preventative maintenance, and fleet acquisition. 
He said transit systems should take a “fix-it-
first approach” and federal transportation 
policies should prioritize federal spending to 
maintain aging public transportation 
infrastructure.         
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Ranking Member Sherrod Brown (D-OH) 
expressed support for a long-term 
reauthorization which grows the overall 
transportation program. He said U.S. 
infrastructure has been crumbling and asserted 
rebuilding infrastructure will create jobs and 
generate new economic activity. He stated 
transit provides crucial access to jobs, 
particularly for low-income workers, and 
benefits the environment. He noted the 
maintenance backlog continues to grow each 
year and expressed support for a bipartisan 
agreement. He explained that the President has 
proposed a six-year, $478 billion transportation 
package that expands investment in public 
transportation. He said the President’s plan 
proposes a new international corporate tax 
system that would shut down tax havens and 
include a one-time tax on approximately $2 
trillion in offshore profits. He asserted “no 
matter what mechanism we choose and we 
pursue we need to avoid an endless cycle of 
extensions.” He advocated for increasing jobs 
in the transit manufacturing sector through Buy 
America provisions and said the Committee 
should consider ways to build on the successful 
policies in MAP-21. He stated MAP-21 helped 
speed construction under the New Starts and 
Small Starts programs and provided transit 
safety oversight authority to the Federal Transit 
Administration (FTA).  
 
Acting FTA Administrator Therese McMillan 
stated the FTA delivers vital federal funding to 
the U.S. transport system and noted transit 
ridership reached a record high in 2014. She 
said increasing demand coupled with static 
investment creates a need to bring existing 
systems into a State of Good Repair (SGR) and 
expand system capacity. She explained that 
MAP-21 supported FTA’s top three priorities: 
improving transit safety, addressing the 
maintenance backlog, and building system 
capacity. She indicated FTA is establishing the 

regulatory framework needed to ensure 
standards are in place in each transit system 
across the country, noting FTA recently issued 
a notice of proposed rulemaking (NPRM) to 
strengthen state safety oversight agencies and 
final interim guidance on safety training. She 
indicated more safety related NPRMs and 
related guidance will be issued later this year.  
 
McMillan remarked that MAP-21 began to 
address the maintenance backlog with the 
creation of State of Good Repair Formula 
Grants, but stressed that much more needs to 
be done to address years of underinvestment. 
She said demand for new transit service 
continues to rise, noting that FTA has 44 
projects in its New Starts and Small Starts 
pipeline with 12 more projects waiting to join 
the program. She explained that the Generating 
Renewal, Opportunity, and Work with 
Accelerated Mobility, Efficiency, and 
Rebuilding of Infrastructure and Communities 
throughout America (GROW AMERICA) Act 
is a six-year, $478 billion multimodal proposal 
that includes $115 billion to support public 
transportation systems. She noted the proposal 
increases average transit spending by nearly 76 
percent over FY 2015 enacted levels. She said 
the Act would support economic 
competitiveness through workforce 
development initiatives and increased Buy 
America requirements that would ensure transit 
assets are made in the U.S.   
 
Senate Banking Hears Private Sector Views 
on Reauthorization 
 
Key Points: 

 The Committee heard testimony from private 
sector witnesses on the issues of importance in 
the next reauthorization  

 
On April 23, the Senate Banking, Housing, and 
Urban Affairs Committee held a hearing to 
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discuss the private sector views on the potential 
surface transportation reauthorization 
legislation and on funding the Highway Trust 
Fund (HTF) long-term. Topics discussed 
during the hearing included: (1) investing in 
state of good repair projects; (2) Buy America 
provisions; (3) public-private partnerships; (4) 
impacts of flat funding; (5) privatizing transit 
operations; (6) supporting the transit 
workforce; (7) rural communities; and (8) 
changing urban demographics. 
 
Chairman Richard Shelby (R-AL) stated that a 
surface transportation reauthorization bill will 
provide certainty and stability to communities, 
businesses and industry. He stressed that any 
reauthorization proposal Congress considers 
must be fiscally responsible; one that balances 
spending needs with long-term sustainability, 
flexibility, and innovation.  
 
Ranking Member Sherrod Brown (D-OH) 
expressed concern about the significant 
backlog of transportation and infrastructure 
state of good repair projects, citing a 
Department of Transportation (DOT) report 
that said there is currently $86 billion in 
unaddressed repairs. He said that Moving 
Ahead for Progress in the 21st Century Act 
(MAP-21) empowered the Federal Transit 
Administration (FTA) to implement new asset 
management procedures for transit agencies 
that will pay dividends in the future, but he 
stressed that better measurement along does 
not address failing systems. He said transit 
systems need to offer reliable service for low-
income individuals who are more reliant on 
access to pubic transportation. He contended 
that “the most pressing issue” facing 
transportation systems is the flat, unstable 
funding provided since 2009. He said planning 
and budgeting for projects is unfeasible under 
short-term funding extensions. He said transit 
agencies are going to fall further behind and 

will not meet increased demand for service if 
there is not investment in both new capacity 
and system repairs. He stressed that the Mass 
Transit Account and the New Starts program 
need increased funding.  
 
U.S. Chamber of Commerce Transportation 
Infrastructure Director Janet Kavinoky stated 
that failure to address transportation problems 
undermines economic growth and job creation. 
She emphasized transit can “catalyze” 
economic development in neighborhoods, 
communities, and regions, while giving 
businesses that opportunity to reach customers. 
She noted that the health care industry 
considers transit essential to improving 
wellbeing. She stressed that passage of a long-
term surface transportation bill will allow for 
more investments in rolling stock, rails, and 
new technology that decrease traffic congestion 
and support mobility resulting in increased job 
opportunities. She said public transportation is 
critical to a smooth functioning and effective 
overall transportation network. She stated that 
there should not be a “one-size-fits-all” 
approach to transportation, as investment is 
needed in roads, buses, fixed rail, and 
technology. She expressed support for revenue 
sources for the Highway Trust Fund (HTF) 
that are transportation related, structured to be 
sustainable and growing, adequate to fund 
transportation needs, and collectable 
continuously by the Federal government. She 
recommended increasing the user-fees feeding 
the HTF by increasing the gas tax by a penny a 
month for a year and indexing the total user-fee 
to inflation.   
 
American Public Transportation Association 
President Michael Melaniphy testified that 
public transportation systems are showing the 
“strains” of chronic underinvestment while 
demand continues to grow in record numbers. 
He said that Americans took 10.8 billion trips 
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on public transportation in 2014, the highest 
number of riders in 58 years. He noted that 
some of the largest growth in ridership was in 
towns with a population less than 100,000. He 
said that the cost to install positive train control 
(PTC) systems on commuter railroads is more 
than $3 billion. He stated that Federal funding 
supports more than 44 percent of transit capital 
spending, while rural states and communities 
depend even more on Federal contributions. 
He emphasized that every dollar invested into 
transportation generates four dollars in 
economic benefits, while $1 billion in Federal 
transit investment fosters productivity gains 
that creates or sustains 50,000 jobs. He 
expressed support for a long-term 
authorization bill with a dedicated funding 
mechanism that supplements existing revenue 
in the HTF and Mass Transit Account. He 
recommended enacting a six-year, $100 billion 
transportation reauthorization bill. He called 
for the creating of a discretionary component 
to the Bus and Bus Facilities program, and an 
increase in the overall funding to pre-MAP-21 
levels. 
 
Senate Appropriations Committee Hearing 
on FY 2016 Budget Request 
 
Key Points: 

 Members focused on the need to infuse the 
HTF with stable and predictable funding 

 
On April 22, the Senate Appropriations 
Committee’s Transportation, Housing and 
Urban Development, and Related Agencies 
Subcommittee held a hearing on the 
Department of Transportation’s (DOT) budget 
request for fiscal year 2016 (FY16). Topics 
discussed during the hearing included: (1) tank 
car safety regulations; (2) protecting air traffic 
control from cybersecurity attacks; (3) funding 
transit in small and rural communities; (4) 
funding the GROW AMERICA Act; (5) restart 

rule for truck operators; (6) long-term 
transportation funding; (7) regulating 
unmanned aerial systems; (8) positive train 
control; (9) filling administrative vacancies; (10) 
funding Amtrak; (11) improving and 
streamlining the certification process; (12) 
matching grant program for the Northeast 
Corridor; and (13) e-cigarettes on airplanes. 
 
Chairman Susan Collins (R-ME) stated that the 
DOT’s proposed budget requests $94 billion 
for FY16 as part of a six- year, $478 billion 
surface transportation reauthorization proposal 
under its “Generating Renewal, Opportunity, 
and Work with Accelerated Mobility, 
Efficiency, and Rebuilding of Infrastructure 
and Communities throughout America” 
(GROW AMERICA) Act.  She expressed 
concern that the Administration’s proposal 
relies on a one-time payment source and fails to 
reform the Highway Trust Fund (HTF) in a 
meaningful and sustainable way. She 
emphasized her support for the Transportation 
Investment Generating Economic Recovery 
(TIGER) Discretionary Grant program but 
stated that it will not be transitioned into 
mandatory funding. She expressed support for 
the funding provided to the Essential Air 
Service (EAS) program, but said she was 
“disappointed” in the reduced funding for the 
Airport Improvement Program (AIP) and the 
Small Community Air Service Development 
program. She noted that DOT has yet to 
finalize new regulations on tank car standards 
and has yet to propose a rule mandating train 
operators to create a comprehensive oil spill 
response plan.  
 
Ranking Member Jack Reed (D-RI) expressed 
support for the TIGER Discretionary Grants 
program as a way to provide funding flexibility 
to local transit agencies and communities.  He 
emphasized that funding is greatly needed for 
the repair and replacement of structurally 
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deficient bridges. He noted that Amtrak’s 
Northeast Corridor alone has a $7 billion 
backlog in projects and deferred maintenance. 
He stated that Congress must determine a 
mechanism for increasing revenue for the 
HTF. He stressed that communities need five 
or six years of Federal funding certainty in 
order to confidently plan and deliver 
transportation programs. He expressed support 
for the funding increase for the Federal 
Railroad Administration (FRA) that includes 
funding for 84 new rail safety inspectors. He 
stressed that failing to reverse sequestration will 
add more uncertainty and strain to local 
communities. 
 
Secretary of Transportation Anthony Foxx 
testified that DOT’s proposed budget requests 
$94.7 billion in FY16. He said the request 
invests $7.5 billion to help clear the backlog of 
bridges and highways in need of safety repairs, 
$1 billion for a new freight programs and a 
more than a $1 billion increase for Capital 
Investment Grants program. He emphasized 
that that sequestration would have a 
“devastating” impact on transportation safety 
efforts, threatening the resources needed to 
ensure safety inspections and enforce critical 
safety rules. He said that GROW AMERICA 
Act shows the “benchmark” needed for 
investment in the system. He stressed that the 
safe transportation of energy, specifically crude 
oil, is essential to the safety of local 
communities, and said DOT was working with 
the Office of Management and Budget (OMB) 
to finalize a rule. He expressed concern that the 
expiration of the current authorization of the 
HTF would greatly jeopardize current and 
future infrastructure projects. He said six states 
have already delayed or canceled close to $2 
billion in projects because of Federal funding 
uncertainty. He contended that another patch 
funding for the HTF is not a viable solution as 
states will continue to delay or cancel projects.  

 
Upcoming Hearings and Events 
 
April 28 
Coast Guard: The Senate Commerce, Science 
& Transportation Committee will hold a 
hearing to discuss the Coast Guard’s resource 
priorities. 
 
FAA Reauthorization: The Senate 
Commerce, Science & Transportation 
Committee will hold a hearing to discuss the 
aviation industry. 
 
April 29 
Private Investment in Public Infrastructure: 
The Senate Banking, Housing & Urban Affairs 
Committee will hold a hearing to discuss 
opportunities for private investment in public 
infrastructure. 
 
Commercial Motor Vehicles: The House 
Transportation & Infrastructure Committee 
will hold a hearing to discuss the role of federal 
regulation and technology in improving 
commercial motor vehicle safety. 
  
April 30 
Airport Access Control: The House 
Homeland Security Committee will hold a 
hearing to discuss airport access control 
measures. 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201.  
 
TECHNOLOGY 
 
House Passes Both Information Sharing 
Bills  
 
Key Points: 

 The House sends both cybersecurity 
information sharing bill to the Senate 
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 It is unclear when the Senate will move to 
cybersecurity legislation  

 
This week, the House took and passed both the 
“National Cybersecurity Protection 
Advancement Act of 2015” (H.R. 1731) (the 
House Homeland Security bill) by a 355-63 
vote, and the “Protecting Cyber Networks Act” 
(H.R. 1560) by a vote of 307-116. The disparity 
in votes for passage between the two bills may 
signal that Members would prefer that the 
Department of Homeland Security (DHS) be 
the lead agency in an information sharing 
regime and that the Intelligence Community 
not be given an explicit role as in H.R. 1560 
and the “Cybersecurity Information Sharing 
Act of 2015” (CISA) (S. 754). Notably during 
consideration, for both bills, despite opposition 
from the sponsors, Representative Mick 
Mulvaney (R-SC) succeeded in attaching his 
amendments that would sunset the bills after 
seven years.  
 
Now, H.R. 1731 and H.R. 1560 will be 
combined into a single bill and sent to the 
Senate. As of right now, it is unclear when 
CISA will be taken up, a process that may be 
complicated by a bill introduced on the floor 
this week (S. 1035) by Senate Majority Leader 
Mitch McConnell (R-KY) and Senate 
Intelligence Committee Chairman Richard Burr 
(R-NC) that would reauthorize the National 
Security Agency’s (NSA) authority to collect 
bulk telephony metadata (i.e. Section 215 of the 
USA PATRIOT Act) for an additional five 
years. This authority and two other authorities 
are set to expire on June 1, 2015. Some 
opponents of the current NSA activities have 
already signaled their intentions to block a 
reauthorization, and many of these Members 
conflate information sharing with the NSA’s 
surveillance activities. Therefore, the NSA 
reauthorization may serve to complicate Senate 

consideration of information sharing 
legislation. 
 
H.R. 1560 Amendments 

 Nunes (CA): Makes technical changes 
to several sections of the bill. Clarifies 
the authorization for the use of 
defensive measures. Further clarifies 
the liability protections for network 
monitoring and sharing and receipt of 
cyber threat indicators and defensive 
measures. Agreed to by voice vote. 

 Cardenas, Tony (CA): Instructs the 
SBA to provide assistance to small 
businesses and small financial 
institutions to participate under this 
section, instruct the SBA to generate a 
report about such entities participation 
and instruct the federal government to 
engage in out reach to encourage small 
business and small financial institution 
participation. Agreed to by voice vote. 

 Carson (IN): Adds the requirement that 
the Inspector General report on current 
procedures pertaining to the sharing of 
information, removal procedures for 
personal information or information 
identifying a specific person, and any 
incidents pertaining to the improper 
treatment of information. Agreed to 
by voice vote. 

 Mulvaney (SC): Sunsets the provisions 
of the bill after 7 years. Agreed to by 
recorded vote  

 Jackson Lee (TX), Polis (CO): Directs 
the Government Accountability Office 
(GAO) to provide a report to Congress 
on the actions taken by the Federal 
Government to remove personal 
information from data shared through 
the programs established by this statute. 
Agreed to by voice vote. 

 
H.R. 1731 Amendments 
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 McCaul (TX), Ratcliffe (TX): Makes 
technical corrections and further 
clarifies the provisions of the bill. 
Agreed to by voice vote. 

 Katko (NY), Lofgren (CA), Eshoo 
(CA), McClintock (CA): Amends 
Section 226 of the Homeland Security 
Act of 2002 by refining the definition 
of cyber ‘incident’ to explicitly restrict 
information sharing to incidents that 
are directly related to protecting 
information systems. Agreed to by 
voice vote. 

 Langevin (RI): Clarifies that the term 
“cybersecurity risk” does not apply to 
actions solely involving violations of 
consumer terms of service or consumer 
licensing agreements. Agreed to by 
voice vote. 

 Jackson Lee (TX): Ensures that federal 
agencies supporting cybersecurity 
efforts of private sector entities remain 
current on innovation; industry 
adoption of new technologies; and 
industry best practices as they relate to 
industrial control systems. Agreed to 
by voice vote. 

 Castro (TX): Makes self-assessment 
tools available to small and medium-
sized businesses to determine their level 
of cybersecurity readiness. Agreed to 
by voice vote. 

 Castro (TX), Cuellar (TX), Doggett 
(TX), Hurd (TX), Smith, Lamar (TX): 
Codifies the establishment of the 
National Cybersecurity Preparedness 
Consortium (NCPC) made up of 
university partners and other 
stakeholders who proactively 
coordinate to assist state and local 
officials in cyber security preparation 
and prevention of cyber attacks. 
Agreed to by voice vote. 

 Hurd (TX): Authorizes the existing 
Einstein 3A (E3A) program. Agreed to 
by voice vote. 

 Mulvaney (SC): Sunsets the provisions 
of the bill after 7 years. Agreed to by 
voice vote. 

 Hahn (CA): Directs the Secretary of 
Homeland Security to submit a report 
to Congress containing assessments of 
risks and shortfalls along with 
recommendations regarding 
cybersecurity at most at risk ports. 
Agreed to by voice vote. 

 Jackson Lee (TX), Polis (CO): Provides 
for a Government Accountability 
Office (GAO) report to Congress 5 
years after enactment to assess the 
impact of this act on privacy and civil 
liberties. Agreed to by recorded vote. 

 Jackson Lee (TX): Requires a report to 
Congress on the best means for 
aligning federally funded cybersecurity 
research and development with private 
sector efforts to protect privacy and 
civil liberties while assuring security and 
resilience of the Nation’s critical 
infrastructure. Agreed to by voice 
vote. 

 
House Small Business Looks At 
Cybersecurity Challenges  
 
Key Points: 

 The Committee heard testimony on the 
obstacles small and medium size businesses 
face in securing their information networks and 
systems from cyber attack 

 
On April 22, the House Small Business 
Committee held a hearing entitled “Small 
Business, Big Threat: Protecting Small 
Businesses from Cyber Attacks” The hearing 
examined the current state of cybersecurity for 
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http://www.rules.house.gov/amendments/HURD006420151441224122.pdf
http://www.rules.house.gov/amendments/MULVAN_014_xml420151448414841.pdf
http://www.rules.house.gov/amendments/HAHN_025421151727342734.pdf
http://www.rules.house.gov/amendments/JACKSO_095421151745154515.pdf
http://www.rules.house.gov/amendments/JACKSO101419151738423842.pdf
http://smallbusiness.house.gov/calendar/eventsingle.aspx?EventID=398059
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small firms and steps that can strengthen their 
efforts in information protection. 
 
Topics discussed at the hearing included, but 
were not limited to: (1) the parties and 
landscape of the cybersecurity ecosystem; (2) 
changes to credit and payment cards in order to 
reduce fraud; and (3) promoting small business 
investment in cybersecurity through education 
and outreach. 
 
Chairman Steve Chabot (R-OH) asserted 
cybersecurity is one of the most pressing but 
least understood challenges of our time. He 
observed cyber-attacks have increased in recent 
years along with overall Internet traffic. He said 
the amount stolen by cybercriminals from small 
business accounts has tripled. He called for 
constant adaptation to combat cyber-attacks. 
He observed attacks against large corporations 
make national news, but the majority of attacks 
are against small businesses, saying 71 percent 
of attacks are against businesses with fewer 
than 100 employees.  
 
Ranking Member Nydia Velazquez (D-NY) 
said the Internet affords small businesses 
unique opportunities to sell their products. She 
said the small business community is not 
immune to the risk of cyber-attack, noting 40 
percent of attacks are against businesses with 
fewer than 500 employees. She observed, 
however, the cost of preventing and 
combatting cyber-attacks is significant. She 
noted a data breach can cost upwards of 
$200,000. She observed that fewer than 15 
percent of small businesses have a plan in place 
to respond to a cyber-attack.   
 
Intel Corporation Intel Security Group Chief 
Technology Officer Steve Grobman said his 
remarks would focus on three areas: the threat 
landscape and its implications for small 
business; how best practices can help small 

businesses; and how industry can deliver 
innovations to help small businesses. He 
asserted small businesses need to confront a 
wide range of threats. He noted small 
businesses can also be included as part of a 
larger breach targeted at big companies or 
government. He said understanding how small 
businesses impact the supply chain must be 
taken into account. He asserted hackers have 
an inherent advantage because small businesses 
cannot afford the same defenses as large 
companies. He emphasized the importance of 
education for all organizations regardless of 
size. He asserted new technology is on the cusp 
of allowing small businesses to be successful in 
the cyber threat landscape.  
 
National Small Business Association President 
Todd McCracken said cybersecurity attacks 
interrupt normal business operations in 
addition to their direct financial costs. He 
observed many small businesses lack a 
dedicated information technology (IT) 
department, which is a significant problem for 
cybersecurity. He said the amount being stolen 
from small businesses has increased from an 
average of $7,000 to $20,000 in two years. He 
noted these cyber-attacks often come from 
outside the country. He asserted credit card 
fraud has become more prevalent. He said due 
to the shift to chip and PIN technology, 
liability for credit card fraud will shift to the 
companies with the least advanced technology. 
He contended this is a particular challenge for 
small businesses. However, he expressed 
support for the shift to chip and PIN, saying it 
is vital for combatting credit card fraud. 
 
Upcoming Hearings and Events 
April 28 
Biometric Use at Points of Entry: The 
Senate Homeland Security & Governmental 
Affairs Committee will hold a roundtable to 
discuss the use of biometrics at points of entry. 

http://www.williamsandjensen.com/
http://www.hsgac.senate.gov/hearings/roundtable_-securing-the-border-biometric-entry-and-exit-at-our-ports-of-entry
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April 30 
FCC Reauthorization: The House Energy & 
Commerce Committee will hold a hearing to 
discuss improving transparency at the FCC. 
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201.  
 
This Week in Congress was written by Laura 
Simmons.  

http://www.williamsandjensen.com/
http://energycommerce.house.gov/hearing/fcc-reauthorization-improving-commission-transparency
mailto:mdkans@wms-jen.com
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