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TAXES 
 
Senate Agrees to FY 2016 Budget 
Conference Agreement 
 
Key Points 

 The FY 2016 budget resolution would propose 
to cut $5.3 trillion to balance federal receipts 
and expenditures over nine years, but 
practically applies for FY 2016 spending 
amounts much more directly;. 

 The agreement includes the Senate’s plan to 
reserve budget reconciliation to partially repeal 
or make changes to the Affordable Care Act 
that may be driven by the Supreme Court case 
that is pending.   

 
The Senate agreed to the Conference Report to 
accompany the FY 2016 Budget Resolution (S. 
Con. Res. 11) by a vote of 51–48, with Senators 
Ted Cruz (R-TX) and Rand Paul (R-KY) 
voting with the Democratic Caucus against the 
Conference Report.  The agreement includes 
higher defense spending and limits the use of 
the reconciliation process to an attempt to 
repeal the “Patient Protection and Affordable 

Care Act (PPACA).” Reconciliation 
instructions will go out to the Senate Finance 
and Health, Education, Labor and Pensions 
Committees, and to the House Ways and 
Means, Education and the Workforce and 
Energy and Commerce Committees. The 
agreement also repealed a Senate point of order 
against certain reconciliation legislation that 
increases the deficit, a procedural step that 
made it more difficult to use reconciliation for 
tax cuts (as done in 2001 or 2003 before the 
point of order was added in 2008 by Senate 
Democrats). The budget resolution is a 
Congressional-only process that sets the overall 
spending numbers and the does not require 
Presidential signature.  
 

This Week in Congress 

 House – The House was in recess.   

 Senate – The Senate passed the Budget Conference Report (S. Con. Res. 11) by a 
vote of 51-48; and the “Iran Nuclear Agreement Review Act of 2015” (S.615).  

 
Next Week in Congress 

 House – The House is expected to consider the “National Defense Authorization 
Act for Fiscal Year 2016” (H.R. 1735) and the “America COMPETES 
Reauthorization Act of 2015” (H.R. 1806). 

 Senate –Majority Leader Mitch McConnell (R-KY) is expected to file cloture on the 
“Trade Priorities and Accountability Act of 2015” and the “Trade Adjustment 
Assistance Reauthorization Act of 2015.”  
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New IRS Rules Set Out Parameters for 
Activities that Qualify as Master Limited 
Partnerships and Eliminate Target Some 
MLPs  
 
Key Points: 

 The IRS proposed regulations set out a broad 
set of rules for what types of activity can qualify 
an entity as an MLPs, and narrows the 
definition to disallow certain production of 
petrochemicals (without any refining) and 
certain timber-related activities 
 

The  Internal Revenue Service (IRS) proposed 
a new regulation that, if made final, would 
effectively ban chemical manufacturers, 
petrochemical production-only companies, and 
timber production companies generally from 
forming master limited partnerships (MLPs) 
while allowing many energy-related companies 
to use the structure to raise money.    
 
The agency filled in a set of rules that 
heretofore had been done mainly by rulings 
and set out architecture for MLPs going 
forward. The IRS moved away from some 
previous guidance, saying that petrochemical 
production does not qualify unless it is part of 
a larger refining operation, nor does production 
of timber products like wood pulp and paper. 
The proposal provides a 10 year transition 
period for companies that obtained rulings or 
reasonably believed they would qualify as 
MLPs but do not under the new rule. 
 
The IRS issued the following statement 
regarding the new rule: “The proposed 
regulations are largely consistent with the 
rulings the IRS has issued in the past, with 
some exceptions,” “where the new guidance 
interprets the law more narrowly than in the 
past, Treasury and IRS believe the regulations 
more accurately reflect congressional intent.”   
 

The proposed regulations would be effective 
on issuance of a final regulation, and the IRS 
asked for comments for 90 days from the date 
of publication on May 5. 
 
Senate Trade Legislation to be Introduced; 
Senate Democrats Leaders Look to Delay 
Floor Vote  
 
Key Points: 

 The Senate Minority Leader has threatened a 
Democratic filibuster on TPA until there is 
action on a Highway Trust Fund extension 
despite President Obama’s support for the 
legislation.   

 
The Bipartisan Congressional Trade Priorities 
and Accountability Act of 2015 (TPA) and the 
Trade Adjustment Assistance Reauthorization 
Act of 2015 (TAA) will be introduced on May 
11 with the cloture vote on the motion to 
proceed to the trade vehicle is scheduled to 
take place the following afternoon.   
  
According to Senate Minority Leader Harry 
Reid (D-NV), Senate Democrats leaders will 
oppose consideration of trade promotion 

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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authority (TPA) legislation until there is a plan 
for the upcoming expiration of the Highway 
Trust Fund (HTF) authorities. The White 
House strongly supports TPA passage, aligning 
the Obama Administration with Senate 
Republicans. Democrats said they would like to 
see a long-term bill to address the HTF funding 
issue and reauthorize surface transportation 
programs rather than another short-term patch.  
While it is unclear if Democrats will support 
Reid’s approach, it may result in consideration 
of the bill being pushed to after the Memorial 
Day recess.  
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Laura 
Simmons contributed to this report.     
 
FINANCIAL SERVICES 
 
Senate Appropriations Panel Discusses the 
FY2016 Budget Request for the SEC and 
CFTC 
 
Key Points: 

 The Senate Appropriations Committee’s 
Financial Services and General Government 
Subcommittee discuss the FY16 budget request 
for the SEC and CFTC. 

 The SEC requests a $150 million increase 
(15 percent) and the CFTC requests a $35 
million increase (29 percent) from fiscal year 
2015 levels.  

 
On May 5, the Senate Appropriations 
Committee’s Financial Services and General 
Government Subcommittee held a hearing to 
discuss the FY 2016 budget request for the 
Securities Exchange Commission (SEC) and 
the Commodity Futures Trading Commission 
(CFTC). The hearing focused on topics such as 
Dodd-Frank Act rulemakings; the Department 
of Labor (DOL) fiduciary standard proposal; 
and international harmonization. Chairman 

John Boozman (R-AK) expressed concern over 
regulations that fragment the markets. He 
asked the agencies to work with their 
counterparts to make consistent rules, noting 
the confusion created by the Department of 
Labor (DOL) fiduciary proposal. Ranking 
Member Chris Coons (D-DE) stated it is 
critical that the SEC and CFTC receive the 
funds needed to properly oversee these 
markets.  
 
Coons asked what Dodd-Frank Act (DFA) 
rules remain to be completed. CFTC Chairman 
Tim Massad stated there is now clearing of 
standardized swaps contracts, mandatory 
reporting, oversight, and transparent trading. 
He stated the CFTC has written most of the 
DFA rules but margin on uncleared swaps is a 
major rule remaining. He noted the work on 
harmonization and suggested the CFTC is 
working to “fine tune” rules that have been 
implemented. SEC Chair Mary Jo White stated 
most financial regulators would agree that the 
U.S. is in better shape because of the actions 
taken by the regulators. She noted the 
importance of the rules relating to capital and 
leverage requirements for banks, money market 
fund reforms, and enhancement of market 
resiliency, as well as the focus on enforcement 
and examinations and more time being spent 
on investor education. She stated the SEC 
priority is to finalize the major remaining 
rulemakings: crowdfunding; executive 
compensation; and securities-based swaps rules 
under Title VII of the Dodd-Frank Act. 
 
Senator Jerry Moran (R-KS) expressed concern 
over the DOL fiduciary definition proposal. He 
asked whether the SEC has been assisting the 
DOL and could the DOL do harm with this 
proposal. White stated since the initial proposal 
in 2010 the SEC has provided technical 
assistance. She noted that section 913 of the 
DFA authorizes the SEC to proceed with a 

http://www.williamsandjensen.com/
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fiduciary duty for broker-dealers, adding that 
the SEC is currently looking at this issue. 
 
Boozman noted last month a member of the 
European Parliament argued the best way for 
harmonization is to provide the Financial 
Stability Board (FSB) with a regulatory role. He 
asked whether bank regulators should be given 
such a role. White stated the work of the FSB is 
not biding on the national authority, but she 
agreed that FSB members are predominantly 
central bankers. She stated “at the end of the 
day” the capital markets should continue to be 
regulated by those who have capital markets 
expertise. Boozman noted concern that 
international regulators are attempting to 
impose undue influence, and he asked whether 
the U.S. is under-represented. Massad stated he 
has asked to be invited to the FSB meetings. 
He stated it would be helpful for more capital 
markets regulators to be members if they are 
going to look at issues like derivatives.  
 
SEC Issues Order on Tick Size Pilot 
Program 
 
Key Point: 

 The SEC issues an order approving, with 
several modifications, the National Market 
System (NMS) plan on a tick size pilot 
program. 

 
On May 6, the Securities Exchange 
Commission (SEC) released an order 
approving the National Market System (NMS) 
Plan to implement a Tick Size Pilot Program 
for a two year period. The pilot program will 
begin by May 6, 2016 and run for two 
years. The pilot will include stocks of 
companies with “$3 billion or less in market 
capitalization, an average daily trading volume 
of one million shares or less, and a volume 
weighted average price of at least $2.00 for 
every trading day.” The pilot will  have one 

control group with 1400 securities and three 
tests groups each with 400 securities selected 
by a “stratified sampling” method.  
 
Several changes were made from the initial 
proposal:  

(1) extending the Pilot Period to 
two years; (2) lowering the 
market capitalization threshold 
criteria for identifying Pilot 
Securities to $3 billion or less; 
(3) modifying the Trade-At 
Prohibition by: (i) amending the 
definition of trade-at to clarify 
that the provision would only 
be operative during Regular 
Trading Hours; (ii) removing 
the Venue Limitation, and (iii) 
lowering the thresholds in the 
Block Size definition; (4) 
modifying the data elements 
related to Market Maker 
Profitability Data by: (i) 
removing the data element that 
would have required realized 
trading profits to be calculated 
net of fees and rebates, and (ii) 
requiring further aggregation of 
the Market Maker Profitability 
Data made publically available; 
(5) requiring Participants to 
provide an assessment on the 
impact of the Tick Size Pilot on 
market maker profitability; and 
(6) modifying the time when 
Participants must submit their 
assessments to the 
Commission. 

 
The control group of securities will remain 
under the current rules. The first test group will 
be quoted in $0.05 minimum increments and 
will continue to trade at any price increment 
currently permitted. The second test group will 

http://www.williamsandjensen.com/
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be quoted in $0.05 minimum increments and 
will trade at $0.05 minimum increments subject 
to a midpoint exception, a retail investor 
exception, and a negotiated trade exception. 
The third test group is subject to the same 
requirements as the second group but will also 
be subject to a modified “trade-at” prohibition 
to “prevent price matching by a person not 
displaying at a price of a trading center’s best 
protected bid or offer, unless an enumerated 
exception applies.” The SEC indicated that the 
trade-at prohibition would remove the 
proposed “Venue Limitation” and make other 
modifications in order to “reduce the 
complexity of the provision while maintaining 
its utility” in the pilot program.  Participants in 
the pilot are expected to collect data, and 
publish them monthly, on topics such as: daily 
market quality statistics, data on specific orders, 
and data on market makers (“Trading Center 
Data”).  
 
Federal Advisory Committee on Insurance 
Holds Open Meeting 
 
Key Point: 

 The Federal Advisory Committee on 
Insurance (FACI) held an open meeting to 
discuss natural catastrophes the role of 
mitigation, and cybersecurity, as well as 
discussions about international insurance 
standards and principle based reserves.  

 
On May 7, the Federal Advisory Committee on 
Insurance (FACI) held an open meeting to 
receive updates from its subcommittees; 
discuss natural catastrophes and the role of 
mitigation, including President Barack Obama’s 
Executive Order 13690, which established a 
Federal Flood Risk Management Standard; and 
discuss cybersecurity related to the insurance 
industry and regulatory developments. Marsh & 
McLennan Companies President & Chief 
Executive Officer Daniel Glaser announced 

that the next FACI meeting will be held on 
August 6.  
 
New York Department of Financial Services 
(NYDFS) Superintendent Benjamin Lawsky 
stated the International Development 
Subcommittee held a conference call last 
month on international standards and there was 
discussion on reasons to deviate from those 
international standards. He stated there was 
support expressed for the state-based 
regulatory system in the U.S. and he noted 
concerns were raised about several 
International Association of Insurance 
Supervisors (IAIS) proposals. He stated there 
was a suggestion to redouble efforts to propose 
a U.S. solution because the work that has been 
done has had an impact on insurance capital 
standard efforts.    
 
New York Life Insurance Company Chairman 
of the Board, President, and Chief Executive 
Officer Theodore Mathas noted that a meeting 
was held on April 14 on the topic of principle-
based reserves (PBR). He stated after decades 
of operating under a formulaic approach of 
calculating reserves there has been work on 
developing a different standard on how 
reserves are calculated. He explained the goal is 
to recognize that formulaic approaches are 
“blunt tools” and a principle-based approach 
could be more flexible. Superintendent Lawsky 
asked about tax incentives for using captives. 
Mathas stated under the current regime there is 
some recognition that the reserves are higher 
than necessary so this “back door” utilization 
of a captive came about, but he suggested a 
PBR will lower the reserve level. 
 
With regard to mitigation efforts, Lloyd’s of 
London Chief Risk Officer & General Counsel 
Sean McGovern asked what the governments 
could do to get more “traction.” Institute for 
Business and Home Safety President & Chief 

http://www.williamsandjensen.com/
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Executive Officer Julie Rochman stated if 
mortgages that are federally backed are 
available or affordable for retrofitting then the 
dollars could be streamlined. She noted 
discussions in the House on how pre-and post-
disaster funds are spent.  
 
National Security Council Director for Hazard 
Mitigation and Risk Reduction Policy Eric 
Letvin noted Executive Order 13690 
establishes a Federal Flood Risk Management 
Standard (FFRMS). He stated the goal is to 
increase resiliency. He stated the FFRMS and 
Executive Order 13690 ensures that agencies 
expand management from the current base 
flood level. He noted the Executive Order does 
not prohibit building in the floodplains, does 
not apply to private investments, and will not 
affect flood insurance premiums or the 
requirements for participation in the National 
Flood Insurance Program (NFIP). 
 
Lawsky commented that NYDFS is hiring and 
training new personnel who are trained in the 
cybersecurity field. He said two areas of focus 
are multifactor authentication and cybersecurity 
protection of third-party vendors, noting that 
both can be improved through relatively simple 
steps. He expressed support for the Financial 
Services Information Sharing and Analysis 
Center (FS-ISAC) which promotes information 
sharing among financial institutions. He 
conceded that while the FS-ISAC is used 
widely by the banking industry, it is not 
sufficiently utilized by insurance companies. 
Brian Peretti (Department of the Treasury) 
emphasized that companies need to increase 
their focus on operational redundancy and 
system resiliency. He emphasized the 
importance of increasing information sharing 
between the Federal government and private 
companies, and sharing directly between 
private entities. 
 

Federal Insurance Office Director Michael 
McRaith explained that the Federal Insurance 
Office (FIO) has received comments and is 
currently preparing of a report on terrorism 
risk insurance, as mandated under the 
Terrorism Risk Insurance Act (TRIA). 
 
Upcoming Hearings and Events 
 
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.   
 
Dodd-Frank Act Oversight: The House 
Financial Service’s Subcommittee on Oversight 
and Investigations will hold a hearing on “The 
Dodd-Frank Act and Regulatory Overreach.”  
 
Capital Formation, Venture Exchange and 
Regulatory Issues: The House Financial 
Service’s Subcommittee on Capital Markets and 
Government Sponsored Enterprises will hold a 
hearing on “Legislative Proposals to Enhance 
Capital Formation and Reduce Regulatory 
Burdens.”  
 
May 14 
Regulatory Relief: The Senate Banking 
Committee is scheduled to hold a markup of 
legislation on “regulatory relief and other 
matters.” 
 
CFTC Global Market Advisory Committee 
Meeting: The Commodity Futures Trading 

http://www.williamsandjensen.com/
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Commission’s (CFTC) Global Market Advisory 
Committee (GMAC) will hold a meeting, which 
will focus on issues related to assessing 
clearinghouse safeguards and the CFTC’s 
proposal on the cross-border application of its 
margin requirements for uncleared swaps. 
 
Student Debt: The Consumer Financial 
Protection Bureau (CFPB) will hold a field 
hearing to discuss student debt. CFPB Director 
Richard Cordray is expected to speak at the 
event. 
 
Protecting Consumers and Data Security: 
The House Financial Services Committee will 
hold a hearing on “Protecting Consumers: 
Financial Data Security in the Age of Computer 
Hackers.”  
 
Real Estate Settlement Process: The House 
Financial Services Committee’s Subcommittee 
on Housing and Insurance will hold a hearing 
on “TILA-RESPA Integrated Disclosure: 
Examining the Costs and Benefits of Changes 
to the Real Estate Settlement Process.”  
 
Regulatory Relief for End-Users: The Senate 
Agriculture, Nutrition and Forestry Committee 
will hold a hearing on “Regulatory Issues 
Impacting End-Users and Market Liquidity.”  
 
June 2 
Export-Import Bank: The Senate Banking 
Committee will hold a hearing regarding the 
Export-Import Bank. 
 
CFTC Market Risk Advisory Committee 
Meeting: The Commodity Futures Trading 
Commission’s (CFTC) Market Risk Advisory 
Committee (MRAC) will hold a public meeting 
on June 2, to discuss: (1) the appropriate 
industry response to current and potential 
cybersecurity threats: and (2) the concentration 
of Futures Commission Merchants (FCMs), 

and its effect on, and other factors currently 
affecting, market liquidity.  
 
June 4 
Export-Import Bank: The Senate Banking 
Committee will hold a hearing regarding the 
Export-Import Bank. 
 
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 
 
Efforts to Build Broad Senate Energy Bill 
Continue 
 
Key Points: 

 Introduction of dozens of Senate bills this week 
begins the process of producing a broad energy 
legislative package. 

 The Senate Energy and Natural Resources 
Committee will begin a series of hearings on 
energy bills on May 14.  

 
Senators introduced a number of bills 
addressing energy policy this week, as the 
Senate Energy and Natural Resources 
Committee prepares for a series of hearings on 
energy legislation. The hearings are part of 
Committee Chair Lisa Murkowski’s (R-AK) 
effort to develop a broad energy package. 
Murkowski plans a wide-ranging energy bill 
that would address: energy efficiency; energy 
supply; infrastructure; and accountability. 
 
The Energy and Natural Resources 
Committee’s planned hearings include: 

 A hearing on “Energy Infrastructure 
Legislation” on May 14; 

 A hearing on “Energy Supply 
Legislation” on May 19;  

http://www.williamsandjensen.com/
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 A hearing on “Energy Accountability 
and Reform Legislation” on June 4.   

 
The legislation introduced this week includes: 

 Advanced Technology Vehicle 
Program: Senator Bill Cassidy (R-LA) 
introduced “A bill to expand the 
Advanced Technology Vehicle 
Manufacturing Program to include 
commercial trucks and United States 
flagged vessels, to return unspent funds 
and loan proceeds to the United States 
Treasury to reduce the national debt…” 
(S. 1181). 

 Department of Energy National 
Laboratories: Senator Chris Coons 
(D-DE) introduced “A bill to improve 
management of the National 
Laboratories, enhance technology 
commercialization, facilitate public-
private partnerships…” (S. 1187).   

 Pipeline Rights-of-Way on Federal 
Lands: Cassidy introduced “A bill to 
amend the Mineral Leasing Act to 
authorize the Secretary of the Interior 
to grant rights-of-ways on Federal 
land...” (S. 1196). 

 Clean Distributed Energy: Senator 
Jean Shaheen (D-NH) introduced “A 
bill to advance the integration of clean 
distributed energy into electric grids…” 
(S. 1201).           

 Combined Heat and Power and 
Waste Heat Power: Senator Jean 
Shaheen (D-NH) introduced “A bill to 
amend the Public Utility Regulatory 
Policies Act of 1978 to assist States in 
adopting updated interconnection 
procedures and tariff schedules and 
standards for supplemental, backup, 
and standby power fees for projects for 
combined heat and power technology 

and waste heat to power technology…” 
(S. 1202).          

 Electric Grid Grants: Senator Mazie 
Hirono (D-HI) introduced “A bill to 
direct the Secretary of Energy to 
establish a grant program under which 
the Secretary shall make grants to 
eligible partnerships to provide for the 
transformation of the electric grid by 
the year 2030…” (S. 1207).   

 Gas Pipeline Repair and 
Replacement: Senator Ed Markey (D-
MA) introduced “A bill…to require gas 
pipeline facilities to accelerate the 
repair, rehabilitation, and replacement 
of high-risk pipelines used in 
commerce…” (S. 1208). 

 Funding for Repair and 
Replacement of Gas Distribution 
Lines: Markey introduced “A bill to 
establish State revolving loan funds to 
repair or replace natural gas distribution 
pipelines” (S. 1209).            

 Pipeline Approval Process: Senator 
Shelly Moore Capito (R-WV) 
introduced “A bill to provide for the 
timely consideration of all licenses, 
permits, and approvals required under 
Federal law with respect to oil and gas 
production and distribution” (S. 1210).   

 Distributed Energy Generation: 
Senator Angus King (I-ME) introduced 
“A bill to amend the Public Utility 
Regulatory Policies Act of 1978 and the 
Federal Power Act to facilitate the free 
market for distributed energy 
resources” (S. 1213).    

 Methane Hydrate Research: 
Murkowski introduced “A bill to 
amend the Methane Hydrate Research 
and Development Act of 2000 to 
provide for the development of 

http://www.williamsandjensen.com/
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methane hydrate as a commercially 
viable source of energy” (S. 1215).   

 Natural Gas Act Civil Penalties: 
Murkowski introduced “A bill to 
amend the Natural Gas Act to modify a 
provision relating to civil penalties” (S. 
1216).          

 Interagency Rapid Response Team 
for Transmission: Murkowski 
introduced “A bill to establish an 
Interagency Rapid Response Team for 
Transmission, to establish an Office of 
Transmission Ombudsperson” (S. 
1217).            

 Energy and Water Use: Murkowski 
introduced “A bill to establish an 
interagency coordination committee or 
subcommittee with the leadership of 
the Department of Energy and the 
Department of the Interior, focused on 
the nexus between energy and water 
production, use, and efficiency…” (S. 
1218). 

 Interconnection of Distributed 
Energy Generation: Murkowski  
introduced “A bill to amend the Public 
Utility Regulatory Policies Act of 1978 
to provide for the safe and reliable 
interconnection of distributed resources 
and to provide for the examination of 
the effects of net metering” (S. 
1219).            

 Energy Distribution: Murkowski 
introduced “A bill to improve the 
distribution of energy in the United 
States” (S. 1220).   

 Reports on Electricity Reliability: 
Murkowski introduced “A bill to 
amend the Federal Power Act to 
require periodic reports on electricity 
reliability and reliability impact 
statements for rules affecting the 

reliable operation of the bulk-power 
system” (S. 1221).              

 Reports on Electric Capacity 
Resources: Murkowski introduced “A 
bill to amend the Federal Power Act to 
provide for reports relating to electric 
capacity resources of transmission 
organizations and the amendment of 
certain tariffs to address the 
procurement of electric capacity 
resources…” (S. 1222).           

 Loan Guarantees:  Murkowski 
introduced “A bill to amend the Energy 
Policy Act of 2005 to improve the loan 
guarantee program for innovative 
technologies…” (S. 1223).          

 Condensate: Murkowski introduced 
“A bill to reconcile differing Federal 
approaches to condensate” (S. 1224).   

 Federal Land Inventory: Murkowski 
introduced the “Federal Land Asset 
Inventory Reform Act” (S. 1225).         

 Helium Supplies: Murkowski 
introduced “A bill to amend the 
Mineral Leasing Act and the Mineral 
Leasing Act for Acquired Lands to 
promote a greater domestic helium 
supply, to establish a Federal helium 
leasing program for public land, and to 
secure a helium supply for national 
defense and Federal researchers…” (S. 
1226).           

 Micro-Grids: Murkowski introduced 
“A bill to require the Secretary of 
Energy to develop an implementation 
strategy to promote the development of 
hybrid micro-grid systems for isolated 
communities” (S. 1227).            

 Cross-Border Energy Infrastructure: 
Senator John Hoeven (R-ND) 
introduced “A bill to require approval 
for the construction, connection, 
operation, or maintenance of oil or 
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natural gas pipelines or electric 
transmission facilities at the national 
boundary of the United States for the 
import or export of oil, natural gas, or 
electricity to or from Canada or 
Mexico…” (S. 1228).     

 National Laboratories: Murkowski 
introduced “A bill to require the 
Secretary of Energy to submit a plan to 
implement recommendations to 
improve interactions between the 
Department of Energy and 
National Laboratories” (S. 
1229).            

 BLM Regulation of Oil and Gas 
Production: Murkowski introduced A 
bill to direct the Secretary of the 
Interior to establish a program under 
which the Director of the Bureau of 
Land Management shall enter into 
memoranda of understanding with 
States providing for State oversight of 
oil and gas productions activities” (S. 
1230).   

 SPR: Murkowski introduced “A bill to 
require congressional notification for 
certain Strategic Petroleum Reserve 
operations and to determine options 
available for the continued operation 
of the Strategic Petroleum Reserve...” 
(S. 1231).              

 Smart Grid: Senator Ron Wyden (D-
OR) introduced “A bill to amend the 
Energy Independence and Security Act 
of 2007 to modify provisions relating to 
smart grid modernization...” (S. 1232).   

 Electric Rate-Setting Authority: 
Wyden introduced “A bill to amend the 
Public Utility Regulatory Policies Act of 
1978 to expand the electric rate-setting 
authority of States…” (S. 1233).          

 Alaskan Energy Assistance 
Programs: Murkowski introduced “A 

bill to amend the Alaska Native Claims 
Settlement Act to authorize Regional 
Corporations and Village Corporations 
to establish energy assistance 
programs” (S. 1235).   

 Hydropower License Application 
Process: Murkowski introduced “A bill 
to amend the Federal Power Act to 
modify certain requirements relating to 
trial-type hearings with respect to 
certain license applications before the 
Federal Energy Regulatory 
Commission…” (S. 1236).        

 LNG Exports: King introduced “A 
bill to amend the Natural Gas Act to 
limit the authority of the Secretary of 
Energy to approve certain proposals 
relating to export activities of liquefied 
natural gas terminals” (S. 1237).    

 
Upcoming Hearings and Events 
 
May 12 
Mineral Security Act: The Senate Energy and 
Natural Resources Committee will hold a 
hearing on the “American Mineral Security Act 
of 2015” (S. 833).   
 
May 13 
Natural Gas Pipeline and Hydropower 
Legislation: The House Energy and 
Commerce Committee’s Energy and Power 
Subcommittee will hold a hearing titled 
“Discussion Drafts Addressing Hydropower 
Regulatory Modernization and FERC Process 
Coordination under the Natural Gas Act”.   
 
May 14 
Energy Infrastructure Legislation: The 
Senate Energy and Natural Resources 
Committee will hold a hearing on “Energy 
Infrastructure Legislation”.   
 
May 19 
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Energy Supply Legislation: The Senate 
Energy and Natural Resources Committee will 
hold a hearing on “Energy Supply Legislation”.  
 
June 4 
Energy Accountability and Reform 
Legislation: The Senate Energy and Natural 
Resources Committee will hold a hearing on 
“Energy Accountability and Reform 
Legislation”.  
 
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 and Dempsey Testify on FY 2016 
Budget Request 
 
Key Points: 

 The Secretary of Defense tells the Senate 
Appropriations Committee’s Defense 
Subcommittee that moving funds to OCO 
accounts to circumvent spending caps will not 
be helpful to DOD planning and is not 
sustainable 

 The Chairman of the Joint Chiefs said that 
funding less than the Administration’s request 
for FY 2016 would leave the DOD unable to 
address the U.S.’s international security 
challenges 

 
On May 6, Secretary of Defense Ashton Carter 
and the Chairman of the Joint Chiefs of Staff 
General Martin Dempsey testified on the 
Department of Defense’s (DOD) FY 2016 

budget request at a Senate Appropriations 
Committee’s Defense Subcommittee hearing.  
 
Chairman Thad Cochran (R-MS) stated that 
“[t]his is our final scheduled hearing of the year 
on the 2016 defense budget request.” He said 
that “[t]he subcommittee recognizes the 
uncertainty of the current fiscal environment 
and the impact it has on the DOD and its 
planning.” Cochran remarked that “[w]e also 
appreciate the complexity of building the FY 
2016 budget request, and we look forward to 
comments from Secretary Carter and General 
Dempsey on how we can support our men and 
women in uniform and our national security 
interests.” 
 
Ranking Member Dick Durbin (D-IL) stated 
that “Secretary Carter and Chairman Dempsey, 
it’s important for us to hear your advice on a 
number of pending issues. The first is a threat 
of our own creation, called sequestration.” He 
said that “[t]here are efforts within the House 
and Senate to increase defense spending by 
using what is, in fact, a budget gimmick, namely 
to shift tens of billions of dollars of funds from 
the base budget over to the Overseas 
Contingency Operations account (OCO).” 
Durbin said that “I believe this effort is not the 
right way to address the problem.” He asserted 
that “[w]hile I support avoiding sequestration, 
Congress must address funding shortfalls for 
the entire government and do it responsibly.” 
He claimed that “[m]oving programs from the 
base bill to the war funding accounts adds to 
our problems instead of fixing them.” 
 
Carter stated that “I’m gratified that this 
committee as well as the three other defense 
committees recognize the urgent need to halt 
the decline in defense spending imposed by the 
Budget Control Act…[and] President Obama 
and I deeply share in that recognition.” He said 
that “[i]n recent weeks, some in Congress have 
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tried to provide DOD with its full budget 
request for fiscal year 2016 by transferring 
funds from the base budget into our accounts 
for OCO…[m]eant to fund the incremental 
temporary costs of overseas conflicts in 
Afghanistan, Iraq and elsewhere.” Carter stated 
that “[w]hile this approach clearly recognizes 
that the budget total we’ve requested is needed, 
the avenue it takes is just as clearly a road to 
nowhere.” He remarked that “I say this 
because President Obama has already made it 
clear that he won’t accept a budget that locks in 
sequestration going forward, as this approach 
does…[a]nd he won’t accept a budget that 
severs the link between our national security 
and our economic security.” Carter added that 
“[l]egislation that implements this budget 
framework will therefore be subject to veto.”  
 
Dempsey stated that “we are at a point where 
our global aspirations are exceeding our 
available resources.” He asserted that the FY 
2016 DOD budget request “is the minimum 
essential requirements” “essential to protect 
our national interests across the globe.” 
Dempsey stated that “[i]n my judgment, this 
budget represents a responsible combination of 
capability, capacity and readiness…[b]ut we are 
at the bottom edge of our manageable risk in 
achieving and fulfilling our national security 
strategy, as it is currently designed.” He 
cautioned that “[f]unding lower than [the FY 
2016 budget request] and lacking the flexibility 
to make the internal reforms that we believe we 
need to make will put us in a position where 
we’ll have to change our national security 
strategy.” 
 
Obama Nominates Dunford and Selva as 
Chairman and Vice Chairman of Joint 
Chiefs 
 
Key Points: 

 In advance of the end of the terms of the 
current Chairman and Vice Chairman of the 
Joints Chiefs, the President nominates the 
Marine Corps Commandant and 
TRANSCOM Commander to replace 
Dempsey and Winnefeld 

 The Senate Armed Services Committee may 
not take up the nominations until this summer 

 
On May 5, President Barack Obama nominated 
Marine Corps Commandant General Joseph 
Dunford Jr. to be the next Chairman of the 
Joint Chiefs of Staff and U.S. Transportation 
Command Commander General Paul Selva to 
be the next Vice Chairman. The terms of 
current Chairman General Martin Dempsey 
and Vice Chairman Admiral James Winnefeld 
Jr. are set to end this fall. According to sources 
inside the Administration, Obama selected 
Dunford because it is believed that he will 
provide candid advice to the White House 
privately. In this vein, during Dunford’s tenure 
as the commander of U.S. operations in 
Afghanistan, the manner in which he advised 
the White House on the number of troops to 
leave in Afghanistan during the drawdown was 
reportedly appreciated in that deliberations 
were largely kept inside the chain of command.  
 
In his remarks on the nominations in the Rose 
Garden, Obama said of Dunford that “I know 
Joe…[and] I trust him.” Obama stated that 
“[h]e’s already proven his ability to give me his 
unvarnished military advice based on his 
experience on the ground.” He remarked that 
“[u]nder his steady hand, we’ve achieved key 
milestones, including the transition to Afghan 
responsibility for security, historic Afghan 
elections, and the drawdown of U.S. forces -- 
setting the stage for our combat mission there.” 
  
Regarding Selva, Obama stated that “[a]s head 
of Transportation Command, he’s been 
committed to the partnerships that are a core 
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principle of our national security strategy, 
whether it’s supplying our joint force around 
the world, in operations large and small, to 
supporting and keeping safe our diplomats and 
embassy personnel overseas.” He added that 
“Paul also served as Secretary of State Clinton’s 
military advisor for the first years of my 
presidency, so he grasps the strategic 
environment in which our forces operate.” 
Obama claimed that “[h]e understands that our 
military, as powerful as it is, is one tool that 
must be used in concert with all the elements 
of our national power.” 
 
In a statement, Senate Armed Services 
Committee Chairman John McCain (R-AZ) 
said “[t]he Senate Armed Services Committee 
will give these nominations prompt and 
thorough consideration.” However, the 
Committee may not take up the nominations 
until this summer.  
 
House To Consider FY 2016 NDAA Next 
Week 
 
Key Points: 

 The House will debate the FY 2016 
National Defense Authorization Act and a 
number of potential, controversial amendments 

 
Next week, the House is set to take up the 
“National Defense Authorization Act for Fiscal 
Year 2016” (H.R. 1735), and in anticipation of 
consideration, the Committee Report has been 
released.  
 
In the Committee Report, the Committee 
explained that “[t]he President requested 
discretionary budget authority of $604.2 billion 
for programs within the jurisdiction of the  
[C]ommittee for fiscal year 2016.” The 
Committee stated that “[o]f this amount, 
$534.2 billion  was requested for “base’’ 
Department of Defense programs,  $50.9 

billion was requested for the Overseas 
Contingency  Operations (OCO) requirements 
covering the entire fiscal year, and $19.0 billion 
was requested for Department of Energy 
national security programs and the Defense 
Nuclear Facilities Safety  Board.” The 
Committee stated that “[t]o comport with the 
Concurrent Budget Resolution for fiscal year 
2016, the committee recommends an overall 
discretionary authorization of $604.2 billion in 
fiscal year 2016.” The Committee said that 
“[t]he base [C]ommittee authorization of 
$515.0 billion is a $0.2 billion increase above 
the levels provided for in the Carl Levin and 
Howard P. “Buck’’ McKeon National Defense 
Authorization Act for Fiscal Year 2015 (Public 
Law 113-291).” The Committee added that the 
package provides “$89.2 billion for OCO, of 
which $38.3 billion is authorized in support of 
base budget requirements.” 
 
According to the Committee Report, H.R. 1735 
authorizes the following funding levels for FY 
2016 with the Administration’s request in 
parentheses: 

 Base DOD Budget: $496.105 billion 
($534.3 billion) 

 Procurement: $106.967 billion 
($109.735 billion) 

 Research, Development, Test and 
Evaluation: $69.779 billion ($68.352 
billion) 

 Operation and Maintenance: $138.227 
billion ($136.562 billion) 

 Military Personnel: $136.734 billion 
($136.443 billion) 

 OCO: $89.239 billion ($50.949 billion) 

 Defense Health: $31.735 billion 
($32.243 billion) 

 Military Construction: $7.151 billion 
($8.307 billion) 

 Department of Energy National 
Security Programs: $18.827 billion 
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($19.002 billion) 
 
Upcoming Hearings and Events 
May 11 
FY 2016 NDAA: The Senate Armed Services 
Committee’s Airland Subcommittee will hold a 
closed markup of its portion of the National 
Defense Authorization Act for Fiscal Year 
2016. 
 
May 12 
FY 2016 NDAA: The Senate Armed Services 
Committee’s Personnel Subcommittee will hold 
a closed markup of its portion of the National 
Defense Authorization Act for Fiscal Year 
2016. 
 
FY 2016 NDAA: The Senate Armed Services 
Committee’s Seapower Subcommittee will hold 
a closed markup of its portion of the National 
Defense Authorization Act for Fiscal Year 
2016. 
 
FY 2016 NDAA: The Senate Armed Services 
Committee’s Strategic Forces Subcommittee 
will hold a closed markup of its portion of the 
National Defense Authorization Act for Fiscal 
Year 2016. 
 
FY 2016 NDAA: The Senate Armed Services 
Committee’s Readiness and Management 
Support Subcommittee will hold a closed 
markup of its portion of the National Defense 
Authorization Act for Fiscal Year 2016. 
 
FY 2016 NDAA: The Senate Armed Services 
Committee’s Emerging Threats and 
Capabilities Subcommittee will hold a closed 
markup of its portion of the National Defense 
Authorization Act for Fiscal Year 2016. 
 
May 13 
FY 2016 NDAA: The Senate Armed Services 
Committee will hold a closed markup of the 

National Defense Authorization Act for Fiscal 
Year 2016. 
 
Border Security: The Senate Homeland 
Security Committee will hold a hearing to 
discuss border security.  
 
May 14 
FY 2016 NDAA: The Senate Armed Services 
Committee will hold a closed markup of the 
National Defense Authorization Act for Fiscal 
Year 2016. 
 
May 15 
FY 2016 NDAA: The Senate Armed Services 
Committee will hold a closed markup of the 
National Defense Authorization Act for Fiscal 
Year 2016. 
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH 
 
Hearings Convened on Precision Medicine; 
Rural Healthcare  
 
Key Points 

 HELP Committee holds additional hearing 
on Precision Medicine Initiative 

 Potential Health Subcommittee markup of 
21st Century Cures Initiative next week 

 Senate Appropriations Subcommittee 
examines rural health budget 

 
The Senate Health, Education, Labor and 
Pensions (HELP) Committee held a hearing 
examining the future of precision medicine for 
patients and healthcare. The HELP Committee 
has already held several hearings on the future 
of medicine, as part of an effort that parallels 
the House Energy and Commerce Committee’s 
21st Century Cures Initiative. Chairman Lamar 
Alexander (R-TN) has expressed desire to 

http://www.williamsandjensen.com/
http://www.hsgac.senate.gov/hearings/securing-the-border-fencing-infrastructure-and-technology-force-multipliers
mailto:mdkans@wms-jen.com
mailto:mdkans@wms-jen.com
http://www.help.senate.gov/hearings/hearing/?id=10b7ec67-5056-a032-52f7-3cebde4d2689


Williams & Jensen – Washington Update May 8, 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 15 of 21 

continue exploring this topic and hearing from 
stakeholders for the next several months, and 
to eventually advance legislation that will make 
it to the President before the end of the 114th 
Congress. President Barack Obama included a 
new Precision Medicine Initiative in his Fiscal 
Year 2016 budget proposal.  
 
The Committee heard testimony from the 
National Institutes of Health (NIH), the Food 
and Drug Administration (FDA), and the 
National Coordinator for Health Information 
Technology (ONC). Alexander noted the 
importance of precision medicine in areas such 
as cancer treatment, because it allows doctors 
to study the mutation of particular cells and 
target them. He said the goal of this hearing 
was to ensure that Federal agencies are 
equipped to review medical products and 
processes produced by cutting edge medicine. 
Alexander discussed the President’s Precision 
Medicine Initiative, and noted the 
Administration’s proposal to map the genomes 
of one million people and make this 
information available to medical researchers 
across the country. He noted his continuing 
efforts with Ranking Member Patty Murray (D-
WA) to identify Congressional action to 
address the “failed promise” of electronic 
health records (EHR) technology to improve 
the system for physicians and providers.  
 
Murray expressed support for a bipartisan 
effort to help patients receive the treatments 
they need. Murray explained that precision 
medicine is being used to treat breast cancer, 
Alzheimer’s disease, and many other medical 
conditions. Murray said the President’s 
proposal could help accelerate the 
advancement of precision medicine. She 
asserted that one of the major challenges to the 
advancement of precision medicine would be 
to protect the privacy of individuals and hoped 

that Congress would learn more about 
strategies to protect patients.  
 
Witnesses at the hearing discussed the promise 
of precision medicine, and NIH Director Dr. 
Francis Collins discussed NIH’s goal to 
assemble a national research group of one 
million volunteers. He predicted widespread 
improvements to public health far beyond the 
group of volunteers.   
 
Next week, the House Energy and Commerce 
Committee’s Health Subcommittee may hold 
the first markup of 21st Century Cures 
legislation, which was the subject of a 
legislative hearing last week. The House is on 
track to produce legislation faster than the 
Senate, although Committee leaders indicate 
that work still remains on a number of 
provisions in the draft legislation, as well as 
some topics that were not addressed in the bill 
that has been released.  
 
On Thursday, the Senate Appropriations 
Committee’s Labor, Health and Human 
Services, Education, and Related Agencies 
Subcommittee held a hearing including 
witnesses from the Centers for Medicare and 
Medicaid Services (CMS) and the Health 
Resources and Services Administration 
(HRSA). Subcommittee Chairman Roy Blunt 
(R-MO) said it was his priority to ensure that all 
Americans have access to affordable health 
care in their communities. He discussed the 
challenged faced by rural hospitals and medical 
centers, and asserted that the Medicare 
payment system often fails to recognize these 
issues.  
 
Committee Members on both sides of the aisle 
discussed funding for rural health, with Blunt 
arguing that the President’s budget cuts 
funding for the Office of Rural Health Policy. 
HRSA Associate Administrator Associate 
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Administrator Tom Morris discussed the merits 
of the rural hospital flexibility grant program, 
which he said is particularly important for 
critical access hospitals. Murray expressed 
support for the President’s budget, noting that 
it maintains funding for drug discounts and 
enhanced payments for rural health centers. 
She also expressed concern about the potential 
for damaging sequestration cuts which could 
have a major impact on the budget next year.  
 
Upcoming Hearings and Events 
 
May 14 
 
Medicare for Chronic Conditions: The 
Senate Finance Committee will hold a hearing 
titled "A Pathway to Improving Care for 
Medicare Patients with Chronic Conditions." 
 
For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
TRANSPORTATION AND 
INFRASTRUCTURE  

 
Surface Transportation Reauthorization 
Hearing 
Key Points: 

 A Senate subcommittee focused on the adverse 
impacts to state and local stakeholders in 
Congress enacting short-term extensions of 
surface transportation funding and authorities  

 Members and witnesses discussed potential 
alternatives to fuel taxes to fund programs 

 
The Senate Commerce, Science, and 
Transportation Committee’s Surface 
Transportation and Merchant Marine 
Infrastructure, Safety, and Security 
Subcommittee held a hearing to discuss how a 
short-term reauthorization impacts on state and 
local municipalities’ ability to properly fund 

transportation and infrastructure projects. 
Topics discussed during the hearing included, 
but were not limited to: (1) providing more 
local transit funding; (2) the impact of 
insufficient investments; (3) short-term 
reauthorization; (4) improving regulatory 
reviews; and (5) supporting freight 
transportation. 
 
Chairman Deb Fischer (R-NE) reported that 
the authorization for surface transportation 
programs expires at the end of the month, and 
said that a short-term extension is “highly 
likely.” She noted recent projections found the 
Highway Trust Fund (HTF) will become 
insolvent by August 2015. She emphasized that 
U.S. highways and bridges are in “dire need” of 
investment. She contended that states and local 
governments need more “tools” to address the 
challenges of sustaining local infrastructure and 
transportation. She said that the increased 
demands of the global marketplace means that 
U.S. economic growth depends on a resilient 
intermodal surface transportation system. She 
stressed that transportation regulations should 
ensure safety while having a limited negative 
economic impact and expressed support for 
performance-based standards for grants and 
safety regulations. 
 
Ranking Member Cory Booker (D-NJ) 
expressed frustration with the current approach 
to funding transportation and infrastructure 
projects, saying that states and localities cannot 
plan long-term investments without a 
sustainable and reliable funding mechanism. He 
argued that funding infrastructure projects has 
one of the strongest returns on investment the 
Federal government can make, providing $4 in 
economic benefit for every $1 invested.  He 
stressed that there is an urgent need for 
passenger rail investment, noting the lack of 
investment in the systems of the Northeast 
Corridor. He called for increased investment 
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for freight infrastructure and ports that support 
global importing and exporting. He cited heavy 
congestion, wear and tear on roads, and 
insufficient investments as causing an 
unnecessary economic burden to individuals. 
He said the reauthorization legislation should 
support private investment through the use of 
public-private partnerships (P3).  
 
National Council of State Legislatures (NCSL) 
President Elect and Utah State Senate President 
Pro Tempore of the Utah State Senate Curt 
Bramble reported that the passage of a long-
term surface transportation reauthorization is a 
“top priority” for the NCSL.  He stressed that 
a strong and safe transportation system is 
critical to the movement of goods and people 
while supporting job creation and economic 
growth. He stressed that states need a 
sustainable, predictable and flexible funding 
source. He said the uncertainty of short-term 
extensions make it difficult for states to 
adequately plan and meet performance targets 
as the majority of projects require multi-year 
funding. He explained that state legislatures 
have appropriated funds to invest in 
infrastructure repair and assets but emphasized 
the critical role of Federal aid, particularly for 
providing the flexibility to address unique 
regional issues. He called for the next 
reauthorization to have sustainable funding 
mechanisms financed by user-fees. He 
recommended allowing states to explore pilot 
programs to explore funding alternatives to the 
fuel tax.  
 
U.S. Chamber of Commerce Americans for 
Transportation Mobility Vice President Janet 
Kavinoky that “a first rate transportation 
system is necessary for a first rate economy.” 
She stressed that a transportation system with 
adequate capacity and service directly correlates 
to gross domestic product (GDP) growth and 
increased foreign economic investment. She 

said failure to address outdated transportation 
system leads to increased freight costs, 
variability in deliveries, poor customer service, 
higher inventories, and an overall competitive 
disadvantage for all domestic industries. She 
stated that increased transportation costs 
impact the broader business community, as 
business leaders view aging infrastructure as 
negatively impacting operations. She said that 
the Chamber of Commerce (the Chamber) 
supports a dedicated funding source for freight 
that promotes and expedites project delivery. 
She argued that other nations have strategic 
infrastructure investment plans while the U.S. 
“lurches” from crisis to crisis. She emphasized 
that the revenue issue needs to be addressed 
and expressed support for transportation 
related revenue sources that are: collected on 
an ongoing basis; structured to be sustainable 
and growing; adequately funded; and 
collectable by the Federal government. She said 
the immediate solution is to increase HTF user-
fees by adding one cent per month for a year 
and indexing the total user-fees to inflation. 
She asserted the approach would support 
current service funding level.  
 
FAA Announces Three-Industry 
Partnerships To Advance UAS Operations 
Key Points: 

 The FAA has opted to work with three 
private sector companies in testing whether the 
proposed limits on the commercial use of 
unmanned aerial systems could be expanded 

 
On May 6, Federal Aviation Administration 
(FAA) Administrator Michael Huerta 
announced “a partnership with industry to 
explore the next steps in unmanned aircraft 
operations beyond the type of operations the 
agency proposed in the draft small unmanned 
aircraft systems (UAS) rule it published in 
February” according to the FAA’s press release.  
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The FAA stated that it “is working with 
industry partners on three focus areas, 
including: 

 Visual line-of-sight operations in urban 
areas 

o CNN will look at how UAS 
might be safely used for 
newsgathering in populated 
areas. 

 Extended visual line-of-sight operations 
in rural areas 

o This concept involves UAS 
flights outside the pilot’s direct 
vision. UAS manufacturer 
PrecisionHawk will explore 
how this might allow greater 
UAS use for crop monitoring in 
precision agriculture operations. 

 Beyond visual line-of-sight in 
rural/isolated areas 

o BNSF Railroad will explore 
command-and-control 
challenges of using UAS to 
inspect rail system 
infrastructure.” 

 
In his remarks announcing the decision, Huerta 
stated that “[w]e anticipate receiving valuable 
data from each of these trials that could result 
in FAA-approved operations in the next few 
years.” He said that “[t]hey will also give insight 
into how unmanned aircraft can be used to 
transform the way certain industries do 
business – whether that means making sure 
trains run on time, checking on the health of 
crops, or reporting on a natural disaster.” 
 
The FAA stated that “[t]he three companies 
reached out to the FAA to work on research 
continuing to expand use of UAS in the 
nation’s airspace.” The FAA stated that “CNN 
and the FAA already have been working 
together through a Cooperative Research and 
Development Agreement (CRDA)…[and] 

BNSF has a draft CRDA that is nearly 
complete and PrecisionHawk has been working 
with the FAA on a possible research 
partnership.” 
 
FAA stated that it “published a proposed rule 
for small UAS on February 23, 2015 and 
received nearly 4,500 public comments by the 
end of the comment period on April 24.” The 
FAA stated that it “will work as quickly as 
possible, but must address all the comments 
submitted before finalizing the rule…[and] 
[t]he number and complexity of the comments 
will play a role in determining the timeline for a 
final rule.” 
 
Upcoming Hearings and Events 
May 13 
Airport Security: The House Oversight & 
Government Reform Committee will hold a 
hearing to discuss airport security. 
 
Rail Regulatory Issues: The House 
Transportation & Infrastructure Committee 
will hold a hearing to discuss rail regulatory 
issues on the 35 Anniversary of the Staggers 
Rail Act. 
 
May 14 
Coast Guard: The House Transportation & 
Infrastructure Committee will hold a hearing to 
discuss major acquisitions by the Coast Guard. 
 
June 10 
Water Resources Law Implementation: The 
House Transportation & Infrastructure 
Committee will hold a hearing to discuss 
implementation of the Water Resources 
Reform and Development Act of 2014. 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201. Greg 
Frink contributed to this section.  
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TECHNOLOGY 
 
Appeals Court Finds NSA Bulk Collection 
Not Authorized By PATRIOT Act 
 
Key Points: 

 The Second Circuit found that Section 215 
did not provide authority to the NSA to 
engage in bulk telephone metadata without 
weighing in on the constitutionality of the 
program 

 The court opted not to stop the program in 
light of the impending expiration  

 The House may consider an NSA reform 
package next week while it is unclear how the 
Senate will address the impending expiration 

 
This week, a federal appeals court rules that the 
National Security Agency (NSA) had exceeded 
its authority in collecting bulk telephone 
metadata the week before the House may take 
up and likely pass a bipartisan package of NSA 
reforms. Additionally, the decision could make 
complicate how the Senate chooses to address 
the impending expiration of three surveillance 
authorities on June 1.  
 
On May 7, in the case of ACLU v. Clapper, the 
United States Court of Appeals for the Second 
Circuit (Second Circuit) issued a decision that 
found “bulk telephone metadata program is not 
authorized by § 215” of the “USA PATRIOT 
Act.” However, it bears note that the Second 
Circuit did not rule on the constitutionality of 
the program. The Second Circuit stated that 
“we conclude that the district court erred in 
ruling that § 215 authorizes the telephone 
metadata collection program, and instead hold 
that the telephone metadata program exceeds 
the scope of what Congress has authorized and 
therefore violates § 215.” The Second Circuit 
added that “[b]ecause we find that the program 
exceeds the scope of what Congress has 
authorized, we vacate the decision below 

dismissing the complaint without reaching 
appellants’ constitutional arguments.”  
 
Additionally, the Second Circuit declined to 
stop the NSA from continuing to collect bulk 
telephone metadata as the plaintiffs had 
requested because “§ 215 is scheduled to expire 
in just several weeks.”  The Second Circuit 
noted that “[i]f Congress decides to institute a 
substantially modified program, the 
constitutional issues will certainly differ 
considerably from those currently raised.” The 
Second Circuit asserted that “[i]f Congress fails 
to reauthorize § 215 itself, or reenacts § 215 
without expanding it to authorize the telephone 
metadata program, there will be no need for 
prospective relief, since the program will end, 
and once again there will be time to address 
what if any relief is required in terms of the 
data already acquired by the government.” 
 
The decision was handed down when Congress 
is trying to find a path forward on how to 
handle the expiration of Section 215 authority 
on June 1. The House is expected to take up 
the “USA Freedom Act” (H.R. 2048) next 
week whereas the Senate Judiciary Committee 
has not held a hearing on the companion bill, 
the “USA Freedom Act” (S. 1123.) Senate 
Majority Leader Mitch McConnell (R-KY) and 
Senate Intelligence Committee Chairman 
Richard Burr (R-NC) have introduced a clean 
extension of the NSA’s activities (S. 1035), and 
they initiated the Rule 14 process of bringing 
the bill directly to the floor. 
 
Regarding potential Senate action, Senate 
Majority Whip John Cornyn (R-TX) stated that 
“[t]here have been discussions but no 
decisions…[and] [w]e know time is running 
out.” He added that “[t]his court decision that 
came down today is obviously an additional 
factor that we need to take into account.” 
Cornyn asserted that “I’m not sure we have 
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enough time” left to consider a long-term bill 
“so there may be a need for a short-term 
resolution while we look at the larger issues.”  
 
Senate Minority Leader Harry Reid (D-NV) 
remarked that “[i]nstead of bringing the 
bipartisan NSA reform bill up for a vote, 
Senator McConnell is trying to force the Senate 
to extend the bulk data collection practices that 
were ruled illegal today.” He claimed that “[i]t 
would be the height of irresponsibility to 
extend these illegal spying powers when we 
could pass bipartisan reform into law instead.” 
Earlier in the week, Reid said he would block 
Trade Promotion Authority legislation until the 
Senate passes legislation to address the NSA’s 
activities and the impending expiration of the 
“Moving Ahead for Progress in the 21st 
Century Act” (P.L. 112-141) authorities for 
surface transportation programs.  
 
Thune Questions White House on Data 
Breach 
 
Key Points: 

 The Senate Commerce Committee Chairman 
seeks to learn whether recent penetrations of 
White House networks may have put at risk 
the personal information of Americans who 
have toured the White House 

 
On May 3, the Commerce, Science, and 
Transportation Committee released a letter 
Chairman John Thune (R-SD) sent to President 
Barack Obama “regarding concerns that the 
recent data breach on the White House 
information system may have compromised 
Americans’ personally-identifiable information” 
according to the Committee’s press release.  
 
Thune said that “[r]ecent reports indicate that a 
malicious cyber intrusion on the unclassified 
computer system of the White House, 
attributed to Russian hackers, is more extensive 

than previously known.” He remarked that 
“[t]hough the hackers do not appear to have 
accessed any classified information, the 
unclassified computer system reportedly 
contains a great deal of sensitive information, 
such as schedules, policy discussions, and e-
mails you sent and received, including 
exchanges with ambassadors.” Thune claimed 
that “[t]his unclassified computer system likely 
also contains the personally identifiable 
information of many Americans…[and] [i]n 
order to enter the White House complex, 
whether for an official business meeting, tour, 
or social function, an individual must submit 
his or her date of birth, social security number, 
gender, country of birth, citizenship, and place 
of residence.” He said that “I am therefore 
concerned that this recent incident may have 
exposed the personally identifiable information 
of many individuals and they may, as yet, be 
unaware of their vulnerability.” 
 
Thune noted that “[y]ou have proposed 
legislation that would require companies to 
notify consumers when their personally 
identifiable information has been 
compromised, a goal I share as chairman of the 
Senate committee most directly involved with 
the protection of such data.” He stated that 
“[y]ou also have identified cybersecurity as ‘one 
of the most serious economic and national 
security challenges we face as a nation, but one 
that we as a government or as a country are not 
adequately prepared to counter.’” Thune stated 
that “[a]ccording to of the Office of 
Management and Budget’s (OMB) most recent 
government-wide Federal Information Security 
Management Act (FISMA) assessment, 
Executive Branch departments and agencies 
continue to face serious security challenges.” 
 
Thune said that “[t]o allow the Committee to 
understand the scope of this reported breach 
and the steps the White House is taking to 
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address the potential exposure of the personally 
identifiable information of visitors to the White 
House, as well as to regain the trust of the 
American public, please provide responses to 
the following questions as soon as possible, but 
by no later than May 15, 2015: 

1. Did the recent cyber incident 
discussed above involve the access or 
loss of personally identifiable 
information?  
2. If yes, has the White House ensured 
that those affected have been notified 
in a manner consistent with OMB 
policy on data breach notification, the 
Privacy Act, and in keeping with your 
own recommended direction to 
business entities under your data breach 
notification legislative proposal?  
3. What steps is the White House 
taking to protect against similar 
incidents going forward?   
4. What policies does the White House 
have in place to ensure that individuals 
are properly notified when their 
personal identifiable information has 
been compromised due to a breach of 
its information systems? 

 
Upcoming Hearings and Events 
 
May 13 
Internet Domain Oversight: The House 
Energy & Commerce Committee will hold a 
hearing to discuss the IANA transition. 
 
Internet Domain Name Operations: The 
House Judiciary Committee will hold a hearing 
to discuss the ICANN. 
 
May 14 
Cybersecurity: The Senate Foreign Relations 
Committee will hold a hearing to discuss 
setting the rules for cyber behavior. 
 

Financial Data Security: The House 
Financial Services Committee will hold a 
hearing to discuss protecting consumer 
financial data. 
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201.  
 
This Week in Congress was written by Laura 
Simmons.  
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