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TAXES 
 
Senate Passes TAA and Customs 
Enforcement Legislation; and Votes to 
Move Forward with Consideration of Trade 
Promotion Authority   
 
Key Points: 

 The Senate reached an agreement to invoke 
cloture on trade legislation after Democrats 
filibustered the motion to proceed to 
consideration of the trade promotion authority 
legislation.  

 The agreement included a vote on trade 
preference legislation and currency enforcement 
bills 

 
After Democrats filibustered the cloture vote 
on the motion to proceed to trade promotion 
authority (TPA) legislation on May 12, the 
Senate agreed to move forward with TPA 
following votes on legislation to curb currency 
manipulation and increase imports from sub-
Saharan Africa.   

 
The Trade Adjustment Assistance (TAA) bill 
includes a six-year extension of the health 
coverage tax credit to the end of 2019, and as 
budget offsets that would adjust how large 
corporations pay income tax installments in 
2020.  The bill also includes pay-fors that 
disallow expatriates from claiming the child 
care tax credit if they choose to use the earned 
income exclusions under Section 911 of the 
Internal Revenue Code (IRC). The TAA 
legislation also increases the estimated tax 
payments due in July, August or September of 
2020 for corporations with at least $1 billion in 
assets by 2.75 percent.   

This Week in Congress 

 House – The House passed the “National Defense Authorization Act for Fiscal 
Year 2016” (H.R. 1735); the “Regulatory Integrity Protection Act of 2015” (H.R. 
1732); and the “Iran Nuclear Agreement Review Act of 2015” (H.R. 1191).  

 Senate – The Senate agreed to the motion to proceed to H.R.1314, the legislative 
vehicle for the Trade Promotion Authority and Trade Adjustment Assistance legislation.  

 
Next Week in Congress 

 House – The House is expected to consider the “Highway and Transportation 
Funding Act of 2015” (H.R. 2353); the “America COMPETES Reauthorization 
Act of 2015” (H.R. 1806), the SPACE Act of 2015 (H.R. 2262); and the “Legislative 
Branch Appropriations Act, 2016” (H.R. 2250).  

 Senate –The Senate will resume consideration of the legislative vehicle (H.R. 1314) for 
the “Trade Promotion Authority” and “Trade Adjustment Assistance” legislation.  
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The Trade Preferences Extension Act of 2015 
shifts payments of corporate estimated taxes 
between fiscal years 2020 and 2021 for 
corporations with at least $1 billion in assets, 
and includes a provision to increase 
information reporting to the IRS on certain 
financial accounts. 
 
The Senate will vote on amendments to the 
TPA bill on May 18, and consideration of the 
bill may extend beyond the Memorial Day 
recess. Speaker of the House John Boehner (R-
OH) said that is it “doubtful” the House will 
take up trade promotion authority legislation 
before the Memorial Day recess.  
 
House Likely to Consider Short Term 
Highway Reauthorization Bill 
 
Key Points: 

 The Rules Committee will meet Monday on a 
bill that would provide a two-month extension 
of the authorization for the Highway trust 
Fund until Aug. 1, 2015. 

 
The House Rules Committee will meet on May 
18 to consider legislation to reauthorize the 
highway and transit programs through the end 
of July.  The revenue provisions included in the 
bill are: Extension of the Highway Trust Fund 
for two months; Extension of the Sport Fish 
and Boating Trust Fund for two months; 
Extension of the Leaking Underground Storage 
Tank Trust Fund for two months. House Ways 
& Means Committee Chairman Paul Ryan (R-
WI) and House Transportation & 
Infrastructure Chairman Bill Shuster released a 
joint statement indicating that pay-fors have 
not yet been determined, saying “we will need 
more time to reach a bipartisan agreement on 
offsets.” 
 

The Highway Trust Fund has enough funds 
until August 1, but any further extension will 
require offsets. 
 
There had been discussions of a longer 
extension through the end of the calendar year, 
at a cost of about $10-11 billion.  Those 
discussions were not able to yield acceptable 
offsets to allow that extension at this time, 
apparently. 
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 
 
House Panel Holds Hearing on Dodd-
Frank Act Regulatory Overreach 
 
Key Point: 

 Representative Sean Duffy (R-WI) suggested 
regulatory regime of the Dodd-Frank Act 
(DFA) is hurting the economy by preventing 
new banks from opening and limiting access to 
credit. 

 
On May 13, the House Financial Services 
Committee’s Oversight and Investigations 

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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Subcommittee held a hearing entitled “The 
Dodd-Frank Act and Regulatory Overreach.” 
Chairman Sean Duffy (R-WI) said the Obama 
Administration is “more focused on growing 
government” than on “growing the economy.” 
He stated that the regulatory regime of the 
Dodd-Frank Act (DFA) is hurting the 
economy by preventing new banks from 
opening and limiting access to credit. Duffy 
said the DFA costs the average American $334 
in lost wages per year. He stressed the need to 
implement reforms to the DFA. Duffy asked if 
the DFA has ended Too Big to Fail, to which 
University of Virginia School of Law Dean and 
Professor of Law Paul Mahoney responded in 
the negative. Mahoney suggested that 
identifying firms as systemically important 
financial institutions (SIFIs) creates a 
perception that they have an implicit 
government guarantee. 
 
Full Committee Ranking Member Maxine 
Waters (D-CA), Subcommittee Ranking 
Member Al Green (D-TX), and Representative 
Denny Heck (D-WA)  stressed the need to 
reauthorize the Export-Import Bank expires 
and the Committee has yet to hold a hearing on 
this issue. Waters and Green emphasized the 
consumer protection and financial stability 
benefits of the DFA.  
 
House Panel Examines Capital Formation 
and Regulatory Relief Legislative Proposals 
 
Key Point: 

 The Subcommittee discussed legislative 
proposals to create a framework for venture 
exchanges, enhance research related to exchange 
traded funds (ETFs), revise Form S-3, and 
require the SEC to engage in a retrospective 
review of regulations. 

 
On May 13, the House Financial Services 
Committee’s Capital Markets and Government 

Sponsored Enterprises Subcommittee held a 
hearing on “Legislative Proposals to Enhance 
Capital Formation and Reduce Regulatory 
Burdens, Part II.” 
 
The following legislative proposals were 
examined: 

 H.R. ____, the ‘‘Main Street Growth 
Act”, which would create a regulatory 
framework for the establishment of 
venture exchanges; 

 H.R. ____, the ‘‘Fair Access to 
Investment Research Act of 2015”, 
which would allow certain safe harbor 
provisions for certain exchange-traded 
fund research reports; 

 H.R. ____, To direct the Securities and 
Exchange Commission (SEC) to review 
all its significant regulations to 
determine whether such regulations are 
necessary in the public interest or 
whether such regulations should be 
amended or rescinded; 

 H.R. ____, the ‘‘Accelerating Access to 
Capital Act of 2015”, which would 
revise Form S-3. 

 
Chairman Scott Garrett (R-NJ) said the bills 
being considered would promote capital 
formation and make the U.S. capital markets 
more attractive for investors. He noted that he 
is introducing legislation to create a framework 
for venture exchanges, which would serve small 
cap and pre-IPO companies. He suggested that 
the current market structure disadvantages 
smaller companies, and that these new 
exchanges would be a logical follow up to the 
JOBS Act. He noted that SEC Commissioner 
Dan Gallagher has expressed support for 
venture exchanges. 
 
Representative David Scott (D-GA) expressed 
concern that the venture exchange bill could 
result in a loss of consumer protections. 

http://www.williamsandjensen.com/
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However, Heritage Foundation Economic 
Policy Senior Fellow David Burton and Weild 
& Co. Chairman and Chief Executive Officer 
David Weild responded that the bill would help 
small capitalization companies and would not 
reduce consumer protections. University of 
Mississippi School of Law Professor of Law 
Mercer Bullard said his objection to the bill is 
that the venture exchanges would be exempted 
from Regulation ATS and Regulation NMS and  
would create investor protection concerns. 
 
Ranking Member Carolyn Maloney (D-NY) 
expressed concern that the self-registration 
provisions of the Accelerating Access to 
Capital Act could reduce investor protection 
and raise market manipulation concerns. 
Maloney said the Fair Access to Investment 
Research Act is a worthwhile idea, but she has 
some concerns with the bill as currently 
drafted.  
 
House Agriculture Committee Approves 
CFTC Reauthorization Bill 
 
Key Point: 

 The House Agriculture Committee favorably 
reported the Commodity End-User Relief Act, 
which would reauthorize the CFTC through 
2019.  

 
On May 14, the House Agriculture Committee 
held a markup of the Commodity End-User 
Relief Act (H.R. 2289), which would 
reauthorize the Commodity Futures Trading 
Commission (CFTC) through 2019. The 
Committee favorably reported the bill, as 
amended, by voice vote. Chairman Michael 
Conaway (R-TX) said the bill will help to 
reduce the uncertainty end-users face in the 
derivatives market, protect customer margin 
funds by codifying regulatory changes made in 
response to the collapse of MF Global and 
Peregrine Financial, improve regulatory 

processes, and enhance cost-benefit analysis at 
the CFTC. He stressed the need to move 
forward on this legislation in a bipartisan 
manner. 
 
Ranking Member Colin Peterson (D-MN) 
stated that while he supported CFTC 
reauthorization legislation last year, he would 
not be able to support H.R. 2289. He said he 
would prefer a straight reauthorization and 
expressed concern with the cross-border 
provisions of H.R. 2289. Representative David 
Scott (D-GA) suggested that the 
reauthorization of the CFTC is “long overdue” 
and stressed the need to move forward quickly, 
pointing to the June 15 implementing date for 
higher capital requirements in the EU. He 
expressed concern that the EU is acting in a 
discriminatory manner towards U.S. firms, 
particularly clearinghouses.   
 
Representative Frank Lucas (R-OK) offered an 
amendment to require the CFTC to provide 
adequate safeguards to protect proprietary 
information reported to the Commission, 
which was adopted. He also offered an 
amendment, which he stated  would clarify that 
the products offered by Federal Home Loan 
Banks are not intended to be regulated by the 
CFTC as derivatives. The amendment was 
adopted by voice vote. The Committee also 
adopted an amendment offered by 
Representative Austin Scott (R-GA) to narrow 
the requirements for swap execution facilities 
(SEFs) to monitor trading and swaps to their 
own facilities.  
 
Representative Rodney Davis (R-IL) offered an 
amendment, which he indicated would reduce 
regulatory burdens and duplicative registration 
requirements for registered investment 
companies, such as mutual funds. He said that 
a large number of registered funds have been 
forced to register with the CFTC as commodity 

http://www.williamsandjensen.com/
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pool operators (CPOs); even though they are 
already heavily regulated by the SEC. The 
amendment was adopted by voice vote. 
 
SEC Equity Market Structure Advisory 
Committee Holds First Meeting  
 
Key Point: 

 The SEC’s Equity Market Structure 
Advisory Committee (EMSAC) held its first 
meeting focusing on Regulation NMS Rule 
611, the trade-through rule.  

 
On May 13, the Securities and Exchange 
Commission’s (SEC or Commission) Equity 
Market Structure Advisory Committee 
(EMSAC or Committee) convened its first 
meeting. The agenda focused on discussion of 
Rule 611 of Regulation NMS, known as the 
“Order Protection Rule” or “Trade-through 
Rule.”  SEC Chair Mary Jo White stated 
maintaining and enhancing the high quality of 
the equity market structure is a main priority of 
the SEC and this Committee will play an 
important role in that. White stated the SEC is 
conducting a review to optimize the markets 
and Rule 611 plays an important role. She 
noted suggestions that Rule 611 has resulted in 
further market fragmentation. She noted a 
memo by staff that examined data on changes 
in market share of trading venues. The memo 
states “changes in these metrics since Rule 611 
are not sufficient to rigorously demonstrate 
casual relations, but rather are intended to 
provide basic factual starting points” to 
examine whether Rule 611 may or may not 
have achieved its intended objectives.  
 
SEC Division of Trading and Markets Director 
Stephen Luparello stated the Committee 
intends to have quarterly meetings and the 
Committee will provide recommendations as 
they are created, rather than creating an overall 

final report. He noted that at the next meeting, 
Subcommittees may be created.  
 
Commissioner Luis Aguilar stated on May 11 
he released a statement that discussed in detail 
equity market structure issues. He stated the 
equity market has undergone “tremendous” 
evolution. He stated this evolution has made it 
difficult to oversee the markets. He suggested 
there are portions of the market which need 
immediate attention such as: monitoring 
whether the fragmentation of the markets has 
“hit a tipping point,” providing guidance on 
best execution, the importance of defending 
the order protection rule, the importance of 
updating rules on disclosure of order routing 
practices, and the need for a pilot program on 
whether a limited trade-at rule would improve 
market functioning. Commissioner Daniel 
Gallagher stated that there cannot be any 
“sacred cows” and the Committee must be 
willing to review all regulations, rules and 
market practices. He asked that the EMSAC 
revisit whether exchanges should continue to 
be self-regulatory organizations (SROs) and as 
exchanges move away from self-regulation the 
differing regulation of alternative trading 
systems (ATSs) becomes more important. 
Commissioner Kara Stein observed that the 
market has strengths and weaknesses and all 
issues need to be considered. Commissioner 
Michael Piwowar noted the importance of 
grounding the discussions in the appropriate 
historical framework.  
 
Several EMSAC members suggested that Rule 
611 was a positive step forward for the 
markets. Convergex Group President and CEO 
Eric Noll  stated without order protection rules 
no lit market has a chance of success. He stated 
it is a pre-condition for existence but not for 
success. BATS Global Markets, Inc. Chairman 
Joe Ratterman stated there was a monopoly 
prior to Rule 611 and that BATS would not 

http://www.williamsandjensen.com/
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exist without Rule 611.  He stated the markets 
may continue to promote competition without 
Rule 611 today, but there was no competition 
before the rule. NYSE Group President 
Thomas Farley stated the trade-through rule 
had several objectives one of which was to 
reduce the number of trade-throughs, for 
which it was fairly successful. He stated another 
objective was to reward those who would put 
their price on a public market and in that 
regard it fell short. Charles Schwab Senior Vice 
President and Acting General Counsel Jeffrey 
Brown cautioned against the SEC injecting 
itself into micro-market structure issues, and 
that competition needs to drive the market. He 
stated that the current system gives better 
execution quality than ever before, and that if 
changes are made they should be tested first. 
 
Senate Agriculture Holds Hearing on 
Regulatory Issues Impacting End-Users 
and Market Liquidity 
 
Key Point: 

 The Senate Agriculture Committee held a 
hearing to discuss regulatory issues impacting 
end users and market liquidity. 

 CFTC Chairman Timothy Massad stated the 
CFTC is focused on reducing burdens on end 
users and on international harmonization 
efforts.  

 
On May 14, the Senate Agriculture Committee 
held a hearing entitled “Regulatory Issues 
Impacting End-Users and Market Liquidity.” 
The hearing focused on the need for regulatory 
relief for end users, the steps the Commodity 
Futures Trading Commission (CFTC) has 
taken to reduce burdens on end users, the 
impacts of the Dodd-Frank Act (DFA) on end 
users and liquidity, and international 
harmonization. Chairman Pat Roberts (R-KS) 
in a statement suggested the Committee has 
discovered that the Dodd-Frank Act (DFA) 

and its implementation placed many burdens 
on end-users, farmers, and ranchers. He 
suggested Congress has not sufficiently acted to 
address these hardships. Roberts stated CFTC 
reauthorization is a priority. He expressed his 
intent to work with Senator Debbie Stabenow 
(D-MI) and the members of the Committee to 
come up with a CFTC reauthorization bill that 
addresses end-user related concerns and fulfills 
their responsibility of reauthorizing the 
Commission. Ranking Member Debbie 
Stabenow (D-MI) expressed support for end 
users and the ability to manage risk. She stated 
as the Committee moves towards 
reauthorization she looks forward to providing 
the tools necessary to provide fair, open, and 
transparent markets that allow end users to 
manage risks in a safe and reliable way.  
 
Roberts stated the CFTC has spent a lot of 
time dealing with end user issues. He stated end 
users are not happy with the proposed changes 
to the bona fide hedging definition. CFTC 
Chairman Timothy Massad stated the CFTC is 
committed to having a bona fide hedging rule 
that allows for end user hedging.  He stated the 
CFTC is gathering input and taking the time to 
“get it right.”  
 
When asked about international harmonization, 
Massad stated he just returned from Brussels 
where he had discussions on clearinghouse 
recognition. He stated until there is recognition 
there is a possibility European firms could not 
conduct business in the U.S. He noted Europe 
has asked for a substituted compliance system 
which the CFTC has agreed to. He noted 
Europe also raised concerns with U.S. margin 
rules. He explained the U.S. system is stronger 
than the European system. Massad stated 
progress has been made in educating Europe 
and a path forward has been agreed on. He 
stated they are working on the reporting 
standards and progress has been made. He 
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stated with the trading rules, it is difficult 
because Congress mandated a rule but no other 
jurisdictions have similar rules. He stated the 
CFTC is prepared to harmonize rules once 
other jurisdictions propose their own rules. He 
noted a commitment to harmonize rules on 
uncleared swaps.  
 
Senator John Hoeven (R-ND) asked for the 
most important issues to deal with in the CFTC 
reauthorization and the possible solutions. 
CME Executive Chairman & President Terence 
Duffy stated the reauthorization could be a 
“one liner” with the clarifications for the 
exemptions for end users. He noted concern 
over the concentration of FCMs. Archer 
Daniels Midland Co General Manager Bruce 
Barber stated the Committee needs to look at 
the intent of the DFA and the “gap” which was 
created. Alliance for Cooperative Energy 
Services Senior Vice President & Chief Risk 
Officer Jeffrey Walker stated the statute 
provides broad exemptive relief for position 
limits for classes of transactions and the CFTC 
should use that to more fully exempt 
commercial end users from position limits. 
Gibson, Dunn & Crutcher, LLP Partner 
Michael Bopp suggested additional guidance 
for cross border harmonization is also needed.  
 
CFTC Global Market Advisory Committee 
Holds Meeting to Discuss Clearinghouse 
Capital Contributions and Margins for 
Uncleared Swaps 
 
Key Point: 

 Chairman Timothy Massad and 
Commissioner Mark Wetjen emphasized the 
importance of international coordination on 
margin rules and standards for central 
counterparty clearinghouses. 

 
On May 14, the Commodity Futures Trading 
Commission’s (CFTC) Global Markets 

Advisory Committee (GMAC) held a public 
meeting to discuss: (1) clearinghouse capital 
contributions and stress testing; and (2) margin 
for uncleared swaps. Commissioner and 
GMAC Sponsor Mark Wetjen stated that since 
2009, the standards have been significantly 
raised for central counterparty clearinghouses 
(CCP). He noted considerable international 
coordination on this effort especially the 
International Organization of Securities 
Commissioners (IOSCO). He explained 
clearinghouses registered with the CFTC have 
enhanced risk management standards. He 
suggested that policymakers must provide a 
forum to discuss this process and consider 
whether further reforms are necessary, adding 
that global coordination on any further 
enhancements will be critical.  
 
Chairman Timothy Massad contended that 
constant interaction on cross-border 
harmonization is fundamental. He said 
clearinghouse oversight is extremely important 
and emphasized the work that has already been 
done to improve the current rule. He noted an 
advanced notice of proposed rulemaking 
(ANPR) has been released on the cross-border 
application of the margin rule. He contended 
that there will always be a large part of the 
market that is not cleared. He stressed the 
importance of an international dialogue on the 
margin rule to align systems.  
 
Commissioner Sharon Bowen stated that these 
issues are important for the functioning of the 
markets. She noted a great deal of discussion 
and debate on the current state of 
clearinghouses and how much “skin in the 
game” should be required. She asked for 
opinions on the costs and benefits of requiring 
higher capital contributions. She said given the 
increased importance of clearinghouses, stress 
tests must capture historical prices but also 
reflect the changed realities of today’s 
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marketplace. She looked forward to finalizing 
the cross-border rule soon. Commissioner J. 
Christopher Giancarlo said GMAC is an 
important forum in the process of coordination 
global regulation in the reform of the financial 
markets.  
 
Upcoming Hearings and Events 
 
May 19 
Rural Housing: The House Financial Services 
Committee’s Subcommittee on Housing and 
Insurance will hold a hearing entitled “The 
Future of Housing in America: Oversight of 
the Rural Housing Service.” 
 
Cybersecurity: The House Financial Services 
Committee’s Subcommittee on Financial 
Institutions and Consumer Credit will hold a 
hearing entitled “Protecting Critical 
Infrastructure: How the Financial Sector 
Addresses Cyber Threats.” 
 
May 20 
SEC Open Meeting: The SEC will hold an 
open meeting to consider whether to propose 
new rules to modernize the reporting and 
disclosure if information by registered 
investment companies; and consider whether 
to propose forms and rule amendments to 
require investment advisers to provide 
additional information concerning their 
operations, require the maintenance of 
performance records, and remove outdated 
transition provisions from the rules.  
 
May 21 
Regulatory Relief: The Senate Banking 
Committee is scheduled to hold a markup of 
the Financial Regulatory Improvement Act of 
2015. The markup was originally scheduled for 
May 14. 
 

Terrorism Financing: The House Financial 
Services Committee’s Task Force to Investigate 
Terrorism Financing will hold a hearing entitled 
“A Dangerous Nexus: Terrorism, Crime, and 
Corruption.”  
 
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 
 
Hearing Reviews Legislation to Expedite 
Permitting of Natural Gas Pipelines 
 
Key Point: 

 The House Energy and Commerce 
Committee’s Energy and Power Subcommittee 
continued its work in reviewing proposals for 
inclusion in a broader energy bill.   

 The Subcommittee heard testimony on draft 
legislation to expedite natural gas pipeline 
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siting, as well as draft legislation on 
hydropower.   

 
On May 13, the House Energy and Commerce 
Committee’s Energy and Power Subcommittee 
held a hearing entitled “Discussion Drafts 
Addressing Hydropower Regulatory 
Modernization and FERC Process 
Coordination under the Natural Gas Act”. 
Much of the hearing’s discussion focused on 
the FERC process coordination discussion 
draft, but the hearing also featured testimony 
on the hydropower discussion draft. 
 
In his opening statement, Subcommittee 
Chairman Ed Whitfield (R-KY) called natural 
gas a bipartisan energy source, expressing his 
interest in leveraging the resource for job 
creation and economic growth. He argued 
FERC has a slow and unpredictable approval 
process for interstate natural gas pipelines that 
is not aligned with current market realities. He 
called for new pipelines as well as upgrades to 
existing pipelines, noting the Obama 
Administration’s Quadrennial Energy Review 
(QER) acknowledged that a more streamlined 
process would expedite pipeline construction. 
Whitfield stressed the need to ensure pipelines 
are built with the proper environmental 
protections. 
 
Ranking Member Bobby Rush (D-IL) said the 
“FERC Process Coordination Discussion 
Draft” is an updated version of earlier bills to 
expedite the approval process for natural gas 
pipelines (H.R. 161 and H.R. 1900). Rush 
expressed concern that the discussion draft “is 
simply a solution in search of a problem.” He 
noted that between 2009 and 2015, over 100 
major natural gas pipeline projects were 
approved, spanning over 3,700 miles in 35 
states, with a total capacity of over 45 billion 
cubic feet per day. Rush added that 91 percent 
of FERC applications were reviewed and 

decided upon within 12 months. He indicated 
the Committee has repeatedly heard testimony 
that the FERC process works well.  
 
House Natural Resources Committee 
Examines Greenhouse Gas Guidance 
 
Key Point: 

 The House Natural Resources Committee held 
a hearing to look at the Obama 
Administration’s policy for incorporating 
greenhouse gas analysis in National 
Environmental Policy Act reviews.   

 
On May 13, the House Natural Resource 
Committee held a hearing entitled “The Obama 
Administration’s CEQ Recently Revised Draft 
Guidance for GHG Emissions and the Effects 
of Climate Change.” The revised draft guidance 
supersedes the draft greenhouse gas (GHG) 
and climate change guidance released by 
Council on Environmental Quality (CEQ) in 
February, 2010.  The guidance explains that 
agencies should consider both the potential 
effects of a proposed action on climate change, 
as indicated by its estimated GHG emissions, 
and the implications of climate change for the 
environmental effects of a proposed action. 
The guidance recommends that agencies 
consider 25,000 metric tons of carbon dioxide 
equivalent emissions on an annual basis as a 
reference point below which a quantitative 
analysis of GHGs is not recommended. Unlike 
the 2010 draft guidance, the revised draft 
guidance applies to all proposed Federal agency 
actions, including land and resource 
management actions. 

 
Chairman Rob Bishop (R-UT) said in his 
opening statement that the hearing would focus 
on the CEQ’s “sweeping” revised draft 
guidance for GHG emissions. He said the draft 
guidance acknowledges that it is not legally 
enforceable and explained that, according to 

http://www.williamsandjensen.com/
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CEQ, the draft guidance will facilitate 
compliance and improve efficiency and 
consistency of existing NEPA reviews. He 
asserted the draft guidance sets the stage for 
potential government overreach by pushing 
agencies to examine GHG emissions that are 
beyond their ability to control or regulate, 
including the vast array of upstream and 
downstream impacts. He called the draft 
guidance “overly broad” and “outside the 
scope of NEPA”, contending it will result in 
delays and uncertainty. He stated CEQ 
acknowledged the limits of the draft guidance 
when it said the guidance is not a rule or 
regulation and does not change or substitute 
for any law or other legally binding 
requirement.    
 
Ranking Member Raul Grijalva (D-AZ) called 
NEPA a “bedrock environmental law”. He 
remarked that NEPA “shines the light” on 
proposed government actions, helps citizens 
engage with federal projects, and helps federal 
authorities consider a range of alternatives. He 
said the revised guidance is long overdue and 
urged CEQ to issue a final guidance as soon as 
possible. He contended that the guidance will 
provide for more informed and efficient federal 
decisions and lead to consistency in how 
federal agencies evaluate the impacts of climate 
change.  

 
CEQ Managing Director Christy Goldfuss 
remarked in her testimony that NEPA requires 
agencies to “look before they leap” and focus 
on environmental impacts in a reasonable and 
measured manner. She explained that the 
NEPA process allows agencies to focus on 
issues that are important, hear from all 
stakeholders, and exercise their professional 
judgment. She said the guidance will add 
predictability to the NEPA process by 
clarifying how to account for climate change as 
part of environmental reviews. She emphasized 

that climate change is a reality and federal 
actions can contribute to emissions. Goldfuss 
explained that courts have supported including 
the effects of climate change in NEPA reviews 
but have differed in how to account for these 
effects. Goldfuss told the Committee that the 
guidance offers a consistent approach and 
preserves agency discretion, making it easier to 
prepare reviews and reducing the threat of 
litigation. She asserted the guidance does not 
regulate emissions, direct agencies to prohibit 
emissions-intensive projects, or mandate that 
agencies select the alternative with the least 
emissions.  
 
Senate Energy and Natural Resources 
Committee Considers Energy 
Infrastructure Legislation 
 
Key Points: 

 During a Thursday hearing, the Senate 
Energy and Natural Resources Committee 
heard testimony on a range of energy 
infrastructure bills.  

 The hearing was the second of a series to 
prepare for consideration of a wide-ranging 
energy legislative package.   

 
On May 14, the Senate Energy and Natural 
Resources Committee held the second in a 
series of hearings on energy legislation. 
Chairman Lisa Murkowski (R-AK) is planning 
a legislative package that would address: energy 
efficiency; energy supply; infrastructure; and 
accountability.    
 
The May 14 hearing focused on energy 
infrastructure legislation. The Committee has 
announced additional hearings on “Energy 
Supply” on May 19; and “Energy 
Accountability and Reform” on June 4. The 
Committee held a hearing on “Energy 
Efficiency” on April 30.   
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In her opening statement at the hearing, 
Murkowski expressed hope that the best ideas 
from the bills on the day’s agenda would 
become provisions in the broader energy bill. 
She remarked that when she “think[s] of energy 
infrastructure, first to my mind is the ‘energy 
midstream’…facilities that move energy all over 
the country, from where it is produced to 
where it is used by families and businesses, 
such as natural gas pipelines or electric 
transmission lines.” Murkowski also noted that 
questions to be considered at the hearing 
include: “What qualifies as an infrastructure 
improvement?” “Are legal and regulatory 
barriers standing in the way of technological 
improvements and advancements?” “How do 
we ensure that federal permitting is more 
timely, consistent, and certain while continuing 
to meet all of the requirements of the law?” 
 
Ranking Member Maria Cantwell (D-WA) 
noted that the vast majority of the electric grid 
is owned by private industry and is governed by 
federal, state and local laws. She said the U.S. 
has reached an energy cross-roads. Cantwell 
called for Congress to help modernize the grid, 
improve transportation and better integrate 
energy markets, remarking that the first step is 
to upgrade grid infrastructure. She noted that 
grid modernization will require smart, targeted 
federal investment. 
 
The bills discussed during the hearing included: 

 The “Natural Gas Gathering 
Enhancement Act” (S. 411); 

 The “Assuring Private Property Rights 
Over Vast Access to Land 
(APPROVAL) Act” (S. 485); 

 “To amend the Federal Power Act to 
improve the siting of interstate electric 
transmission facilities…” (S. 1017); 

 “To expand the provisions for 
termination of mandatory purchase 
requirements under the Public Utility 

Regulatory Policies Act of 1978” (S. 
1037); 

 “To amend the Mineral Leasing Act to 
authorize the Secretary of the Interior 
to grant rights-of-ways on Federal 
land” (S. 1196);  

 “To advance the integration of clean 
distributed energy into electric grids…” 
(S. 1201); 

 The “Heat Efficiency through Applied 
Technology Act” (S. 1202); 

  “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); 

 The “Oil and Gas Production and 
Distribution Reform Act of 2015” (S. 
1210);  

 The “Free Market Energy Act of 2015” 
(S. 1213); 

  “To establish an Interagency Rapid 
Response Team for Transmission, to 
establish an Office of Transmission 
Ombudsperson...” (S. 1217); 

 “To improve the distribution of energy 
in the United States” (S. 1220); 

 “To improve Federal land management, 
resource conservation, environmental 
protection, and use of Federal real 
property, by requiring the Secretary of 
the Interior to develop a multipurpose 
cadastre of Federal real property and 
identifying inaccurate, duplicate, and 
out-of-date Federal land inventories…” 
(S. 1225); 

 “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); 

 “To require approval for the 
construction, connection, operation, or 
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maintenance of oil or 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); 

 “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);  

  “To amend the Energy Independence 
and Security Act of 2007 to modify 
provisions relating to smart grid 
modernization…” (S. 1232);  

 “To amend the Public Utility 
Regulatory Policies Act of 1978 to 
expand the electric rate-setting 
authority of States” (S. 1233);  

 “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); 

 The “Regional Gas Consumer 
Protection Act” (S. 1242); and 

 “To facilitate modernizing the electric 
grid…” (S. 1243).  

 
Upcoming Hearings and Events 
 
May 19 
Energy Supply Legislation: The Senate 
Energy and Natural Resources Committee will 
hold a hearing on “Energy Supply Legislation”.  
 
Energy Reliability and Security Legislation: 
The House Energy and Commerce 
Committee’s Energy and Power Subcommittee 
will hold a hearing on a discussion draft of 
legislation on “Energy Reliability and Security”.   
 

Small Business and Environmental 
Regulations: The Senate Small Business and 
Entrepreneurship Committee will hold a 
hearing titled “An Examination of Proposed 
Environmental Regulation’s Impact on 
America’s Small Businesses.” 
 
Sage Grouse: The House Natural Resources 
Committee will hold a hearing titled 
“Empowering State Management of the 
Greater Sage Grouse”.   
 
May 20 
EPA Scientific Processes: The Senate 
Environment and Public Works Committee’s 
Superfund, Waste Management and Regulatory 
Oversight Subcommittee will hold a hearing on 
the scientific panels and processes at the EPA. 
 
Energy Security Corridors Legislation: The 
House Natural Resources Committee’s Energy 
and Mineral Resources Subcommittee will hold 
a hearing on the “National Energy Security 
Corridors Act” discussion draft.   
 
May 21 
Quadrennial Energy Review Legislation: 
The House Energy and Commerce 
Committee’s Energy and Power Subcommittee 
will hold a hearing on discussion draft 
legislation on the Quadrennial Energy Review.   
 
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.   
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For more information about energy and environment 
issues you may email or call Frank Vlossak at 202-
659-8201. Cassidy Dennison, Lucas Rogers and Marc 
Pitarresi contributed to this report. Updates on energy 
and environment issues are available during the week on 
twitter. 
 
DEFENSE 
 
House Considers FY 2016 NDDA and 
SASC Marks Up FY 2016 NDAA  
 
Key Points: 

 House passes FY 2016 NDAA even though 
the majority of Democrats voted against the 
package because it authorizes funding for the 
DOD above the current spending cap via 
OCO accounts 

 The Senate Armed Services Committee reports 
out its FY 2016 NDAA 

 
This week, the House took up and passed the 
“National Defense Authorization Act for Fiscal 
Year 2016” (NDAA) (H.R. 1735) by a 269-151 
vote after disposing of the 135 amendments 
made in order for debate. Prior to 
consideration, many House Democrats 
indicated they would vote against passage of 
H.R. 1735 because the authorized increase in 
Overseas Contingency Operations (OCO) 
funds serves, in their view, to circumvent the 
spending cap on defense programs while the 
cap on non-defense programs remains in place. 
House Armed Services Committee Ranking 
Member Adam Smith (D-WA) stated he would 
vote against the bill, and House Minority 
Leader Nancy Pelosi (D-CA) said she would 
whip Democrats to vote against the package. In 
all 143 Democrats voted no. To put this vote 
into context, in May 2014, the House voted to 
pass the FY 2015 NDAA by a 325-98 vote.  
 
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) 

http://www.williamsandjensen.com/
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 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 
($19.002 billion) 

 
On May 14, the Senate Armed Services 
Committee reported out its FY 2016 NDAA by 
a 22-4 vote with Ranking Member Jack Reed 
(D-RI) voting against the bill. Reed said that he 
voted no on the NDAA to make “a very 
important point” about the need for a 
bipartisan deal to raise the current spending 
caps on both defense and non-defense 
discretionary funding. 
 
In a press release, the Senate Armed Services 
Committee explained that “[t]he bill fully 
supports the President’s budget request level of 
$612 billion consistent with the Senate-passed 
budget resolution.” The Committee claimed 
that “[t]he bill also contains a provision that 
would enable the Department of Defense to 
transfer $38.0 billion from Overseas 
Contingency Operations (OCO) funds to the 
base budget in the event of enactment of 
legislation that revises the defense and non-
defense discretionary spending limits for fiscal 
year 2016 in proportionately equal amounts.” 
 
The Committee stated that the bill “[c]ut[s] 
[e]xcessive and [u]nnecessary [s]pending” as 
follows: 

 $200 million—Army WIN-T Program 

 $32 million—Army G/ATOR Program 

 $200 million—Air Force GPS III 
Satellite 

 $460 million—Air Force Long Range 
Strike Bomber 

 $200 million—Air Force KC-46 

 $55.8 million—LCS Mine 

Countermeasures (MCM) mission 
module 

 $65.6 million—Remote Minehunting 
System (RMS) 

 $95 million—Troubled IT programs 

 $1.7 billion—7.5 Percent reduction in 
headquarters and administrative 
overhead 

 $1.1 billion—Counterterrorism 
Partnership Fund 

 
The Committee added that “[t]he bill reinvests 
the majority of the $10.0 billion of savings 
identified by the Committee in the budget 
request in military capability for our 
warfighters—unfunded priorities of the 
services and out-year funding on programs that 
have been accelerated into fiscal year 2016.” 
The Committee stated that “[a]ll of the 
following programs represent funding increases 
above the President’s budget request:” 

 $355.0 million—Fully restores the A-10 
Thunderbolt II 

 $75.0 million—Fully restores the EC-
130 Compass Call electronic warfare 
aircraft 

 $1.2 billion—Procures 12 additional 
F/A-18E/F Super Hornets 

 $1.0 billion—Procures 6 additional F-
35B Joint Strike Fighters 

 $480.0 million—Procures 24 additional 
MQ-9 Reaper unmanned aircraft 

 $300.0 million—Upgrades F-15 
capabilities for high-end conflicts 

 $200.0 million—Procures additional 
PAC-3 missiles for ballistic missile 
defense 

 $15.0 million—Procures additional 
AMRAAM missiles 

 $30.0 million—Increases Tomahawk 
missile production to minimum 
sustaining rate 

 $25.0 million—Upgrades Marine Corps 

http://www.williamsandjensen.com/
http://www.armed-services.senate.gov/press-releases/senate-armed-services-committee-completes-markup-of-national-defense-authorization-act-for-fiscal-year-2016


Williams & Jensen – Washington Update May 15, 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 25 

aircraft survivability 

 $170.0 million—Upgrades jamming 
protection for F/A-18E/F and E/A-
18G 

 $140.0 million—Procures TOW tube-
launched, anti-tank missiles 

 $800.0 million—Additional advance 
procurement for Virginia-class 
submarines 

 $400.0 million—Provides incremental 
funding authority for one Arleigh 
Burke-class destroyer 

 $199.0 million—Additional advance 
procurement for LHA-8 

 $80.0 million—Accelerates the next 
amphibious ship (LX(R)) 

 $97.0 million—Accelerates shipbuilding 
for Afloat Forward Staging Base 

 $28.0 million— Upgrades two 
additional ships with the Surface 
Electronic Warfare Improvement 
Program Block II system 

 $20.0 million—Accelerates 
procurement of advanced submarine 
towed sonar arrays 

 $75.0 million— Accelerates 
procurement of the first fleet ocean tug, 
salvage and rescue ship replacement (T-
ATS(X)) 

 $34.0 million— Accelerates 
procurement of the first Landing Craft 
Utility replacement 

 $48.0 million—Funds Advanced 
Undersea Payloads for submarines 

 $60.0 million—Upgrades an additional 
DDG-51 with ballistic missile defense 
capability 

 
The Senate Armed Service Committee’s FY 
2016 NDAA also contains acquisition reform 
provisions like the House’s bill. The 
Committee highlighted some of the provisions: 

 Clarifies the statutory role of the 

Service chiefs as customers of the 
acquisition system, including 
considerations of trade-offs in budgets, 
requirements, and performance of 
weapon systems. 

 Decentralizes milestone decision 
authority to the military services and 
clarifies Office of the Secretary of 
Defense roles and responsibilities in 
managing acquisition programs that are 
joint, interagency, coalition, or have 
cost or schedule overruns. 

 Penalizes military services whose post-
Weapons System Acquisition Reform 
Act of 2009 (WSARA) programs are 
experiencing cost and schedule 
overruns and transfers funds to support 
prototyping projects. 

 Requires a review of alternative 
acquisition paths to acquire critical 
national security capabilities and 
development of a plan to use them. 

 Establishes a streamlined management 
process for rapid prototyping and 
fielding within 2-5 years. 

 Requires a review of requirements 
process and budgeting and acquisition 
systems with a focus on the needed 
timescales for the delivery of systems. 

 Codifies a pilot streamlined process to 
enter into commercial-style contracts 
for research and prototypes. 

 Separates the process by which items 
are determined to be commercial from 
the process to determine the fair price 
of the items, in order to enable greater 
use of commercial items. 

 Allows all items produced by non-
traditional defense contractors to be 
considered commercial for acquisition 
purposes. 

 Directs the Department of Defense to 
conduct more market research on 
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commercially-available items. The bill 
recommends this research focus 
accelerating efforts to better inform 
decision makers and rapidly identify 
and capitalize on commercial 
technology innovations and practices 
relevant to military applications. 

 Establishes a preference for fixed-price 
contracts and incentive fee contracts in 
determining contract type for 
development programs. 

 Establishes a single comprehensive 
document to manage major defense 
acquisition programs. 

 Establishes a preference for 
competitive prototyping and policies to 
reduce technical risk in major defense 
acquisition programs. 

 Streamlines requirements related to the 
acquisition of defense business systems. 
The bill clarifies the lines of 
responsibility and oversight roles for 
these types of programs. It also 
mandates that the Department of 
Defense establish guidance for these 
types of programs, in order to improve 
their cost and schedule outcomes 
through the emphasis of robust 
business process re-engineering and 
requirements refinement prior to 
expensive customization of commercial 
software. 

 Extends the Defense Acquisition 
Workforce Development Fund for five 
additional years, and modifies the 
requirements of the biennial strategic 
workforce plan to assess any new or 
expanded critical skills or competencies 
needed by the acquisition workforce. 

 Clarifies the authority of program 
managers over programs during 
engineering and manufacturing 
development phase, and requires 

program managers to stay with 
programs through the delivery of 
production units. 

 Clarifies the authority of program 
managers over programs during 
technology maturation and risk 
reduction phase, and requires their 
tenure last through the end of the 
phase. 

 
Carter Names Nominees To Head Army 
and Navy  
 
Key Points: 

 The Secretary of Defense reveals the 
Administration’s chooses to head the Army 
and Navy 

 
On May 13, Secretary of Defense Ashton 
Carter announced that President Barack 
Obama would nominate Army Forces 
Command Commander Mark Milley to be the 
next Army Chief of Staff and Naval Reactors 
Admiral John Richardson as the next Chief of 
Naval Operations. If confirmed by the Senate, 
Milley and Richardson replace current Army 
Chief of Staff General Raymond Odierno and 
Chief of Naval Operations Admiral Jonathan 
Greenert. Milley and Richardson would be part 
of a wave of new uniformed leaders at the 
Pentagon as nominees were named last week to 
replace outgoing Chairman of the Joint Chiefs 
of Staff General Martin Dempsey and Vice 
Chairman Admiral James Winnefeld.  
 
Senate Foreign Relations Looks At The 
U.S. and East and South China Seas 
 
Key Points: 

 The Committee considers related to China’s 
claims to islands in the region  

 
On May 13, the Senate Foreign Relations 
Committee held a hearing titled “Safeguarding 
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American Interests in the East and South 
China Seas” with testimony from Assistant 
Secretary Of State For East Asian And Pacific 
Affairs Daniel Russel and Assistant Secretary 
Of Defense For Asian And Pacific Security 
Affairs David Shear.  
 
Chairman Bob Corker (R-TN) said that “the 
absence of a genuine China policy will be on 
display as we discuss the situation in the East 
and South China Seas where China continues 
to engage in provocative and destabilizing 
behavior.” He stated that “China continues to 
engage in land reclamation and construction 
activities the scope and scale of which are 
unprecedented in the South China Sea.” Corker 
stated that “[c]learly these activities are not 
simply limited to dredging and piling 
sand…[and] China is deliberately constructing 
facilities on these reefs and islets that can be 
used for military purposes, including air strips 
and ports.” He asserted that “[m]ost China 
watchers believe that Beijing does not want to 
start a conflict in either the East or South 
China Seas…[and] [y]et many of the same 
experts conceded that Beijing may do 
everything short of engaging in a military 
conflict to solidify its claims.”  
 
Ranking Member Ben Cardin (D-MD) stated 
that “[t]here’s clearly differences in the claims, 
territorial rights in the seas in the China Seas.” 
He said that “[t]he important thing, though, is 
to have an effective mechanism to deal with 
maritime disputes…[a]nd that needs to be our 
key policy.” Cardin stated that “I know 
President Obama has underscored the 
importance of effective mechanisms for dealing 
with the maritime disputes.” He asserted that 
“[t]he provocative conduct is not helpful at 
all…[a]nd we see more and more of these 
provocative incidents.” Cardin noted that 
“China particularly has been very much 
responsible for taking actions that make the 

circumstances much more dangerous.” He 
claimed that “[a]ll this in an effort to really 
change the equation in the region by taking 
unilateral action, what this does, it clearly 
affects the stability of the region and 
jeopardizes the free flow of commerce.” Cardin 
asserted that “[s]o the United States has a direct 
interest to make sure that we do everything we 
can to resolve these issues peacefully.” 
 
Russel stated that “[o]ur strategy aims to 
preserve space for diplomatic solutions by 
pressing all claimants to exercise restraint, 
maintain open channels of dialogue, lower 
rhetoric, clarify their claims in accordance with 
international law, and behave responsibly at sea 
and in the air.” He asserted that “the United 
States strongly opposes the threat or the use of 
force or coercion of any kind, and we’re 
concerned about assertive behavior as we saw 
in the standoff following China’s deployment 
of an oil rig in disputed waters off the coast of 
Vietnam last year.” Russel stated that “[a]s we 
saw in several incidences involving the 
Philippines and China, and as we’re seeing in 
China’s land reclamation and construction 
which, as you pointed out, dwarfs that of any 
other claimant.” He said that “[t]his ongoing 
activity raises regional tensions; it does nothing 
to strengthen China’s legal claims.” 
 
Shear stated that “[i]t’s important to note that 
the territorial and maritime disputes in the 
South China Sea, while troubling, are decades 
old.” He claimed that “[a]ll of the claimants 
except Brunei have developed outposts in the 
South China Sea…[and] [i]n the Spratly Islands, 
Vietnam has 48 outposts; the Philippines, 8; 
China, 8; Malaysia, 5; and Taiwan, 1.” Shear 
said that “[a]ll of these claimants have also 
engaged in construction activity of different 
scope and degree.” He asserted that “[t]hat 
said, China’s reclamation of 2,000 acres just 
since early 2014 dwarfs the efforts of all the 
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other claimants…[a]nd this suggests new and 
troubling changes in the regional status quo.” 
Shear claimed that “China’s land reclamation 
could potentially have a range of military 
implications if China chooses to pursue 
them…[and] [t]hese could include developing 
long-range radars and intelligence, surveillance, 
and reconnaissance (ISR) aircraft, birthing 
deeper draft ships and developing a divert 
airfield for carrier-based aircraft.” He added 
that “[t]hese types of actions could prompt 
other regional governments to strengthen their 
own military capabilities at their outposts, 
increasing the risk of miscalculations, crisis, and 
arms races.” 
 
2015 China Report 
 
Key Points: 

 The DOD’s annual China report highlights 
the People’s Republic’s actions to modernize its 
military in ways to negate U.S. advantages  

 
Late last week, the Department of Defense 
(DOD) released the statutorily required annual 
report “on military and security developments 
involving the People’s Republic of China.” The 
DOD stated that “[t]he People’s Republic of 
China (PRC) continues to pursue a long-term, 
comprehensive military modernization program 
designed to improve its armed forces’ capacity 
to fight short-duration, high-intensity regional 
conflicts.” The DOD said that “[p]reparing for 
potential conflict in the Taiwan Strait remains 
the focus and primary driver of China’s military 
investment; however, the PRC is increasing its 
emphasis on preparations for contingencies 
other than Taiwan, such as contingencies in the 
East China Sea and South China Sea.” The 
DOD noted that “[a]dditionally, as China’s 
global footprint and international interests 
grow, its military modernization program has 
become progressively more focused on 
investments for a range of missions beyond 

China’s periphery, including power projection, 
sea lane security, counter-piracy, peacekeeping, 
and humanitarian assistance/disaster relief 
(HA/DR).” 
 
The DOD stated that “China views 
modernization of the People’s Liberation Army 
(PLA) as essential to achieving great power 
status and what Chinese President Xi Jinping 
calls the “China Dream” of national 
rejuvenation.” The DOD said that “Chinese 
leaders see a strong military as critical to 
prevent other countries from taking steps that 
would damage China’s interests and to ensure 
China can defend itself, should deterrence fail. 
China seeks to ensure basic stability along its 
periphery and avoid direct confrontation with 
the United States in order to focus on domestic 
development and smooth China’s rise.” The 
DOD stated that “[d]espite this, Chinese 
leaders in 2014 demonstrated a willingness to 
tolerate a higher level of regional tension as 
China sought to advance its interests, such as in 
competing territorial claims in the East China 
Sea and South China Sea. China’s military 
modernization has the potential to reduce core 
U.S. military technological advantages.” The 
DOD claimed that “China’s officially disclosed 
military budget grew at an average of 9.5 
percent per year in inflation-adjusted terms 
from 2005 through 2014, and China will 
probably sustain defense spending growth at 
comparable levels for the foreseeable future.” 
The DOD stated that “China is investing in 
capabilities designed to defeat adversary power 
projection and counter third-party —including 
U.S.— intervention during a crisis or conflict.”  
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
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HEALTH 
 
House Panel Advances 21st Century Cures 
Legislation 
 
Key Points 

 Health Subcommittee favorably reported 21st 
Century Cures legislation to Full Committee 

 Committee Leadership pledges more work on 
bill before Full Committee prior to House 
consideration 

 
The House Energy and Commerce 
Committee’s Health Subcommittee held a 
markup of the legislative proposal for the 21st 
Century Cures Initiative, the “21st Century 
Cures Act” (H.R. __). The legislation was 
reported favorably to the Full Committee, as 
amended, by voice vote. Bipartisan Committee 
leaders were generally supportive of the latest 
draft, which underwent further revisions prior 
to the markup. Many Members on both sides 
of the aisle lauded the bipartisan effort that has 
been put into the legislation. Full Committee 
Chairman Fred Upton (R-MI) asserted that this 
markup was just the first step and that more 
work would be done to get 21st Century Cures 
legislation signed into law. Subcommittee 
Chairman Joe Pitts (R-PA) and other Members 
of the Committee praised certain sections 
included in the draft, including patient-focused 
drug development that incorporates patient 
experience data into the regulatory process, and 
priority review for breakthrough drugs and 
medical devices.   
 
Full Committee Ranking Member Frank 
Pallone (D-NJ) and Representative Diana 
DeGette (D-CO) advocated for more resources 
for the U.S. Food and Drug Administration 
(FDA) to ensure that products can get to 
patients. Pallone commented that the latest 
draft represents “significant progress” but said 
it is not yet a finished product.  

 
A number of Members expressed particular 
support for additional funding for the National 
Institutes of Health (NIH) included in the bill. 
Another Committee Member, Representative 
Jan Schakowsky (D-IL) indicated she would 
seek modifications to the package, and 
expressed concern for additional exclusivity for 
certain drugs. She called on Congress to 
address the rising costs of drug prices so that 
patients can afford treatment. The only 
amendment considered and adopted to the 
legislation was an amendment in the nature of a 
substitute offered by Upton.  
 
Upcoming Hearings and Events 
 
May 19 
Medicare Competition and Access Issues: 
The Health Subcommittee of the House Ways 
and Means Committee will hold a hearing on 
"Improving Competition in Medicare: 
Removing Moratoria and Expanding Access." 
 
May 20 
Hospital Observation Stay Issues: The 
Senate Special Aging Committee has scheduled 
a hearing on "Challenging the Status Quo: 
Solutions to the Hospital Observation Stay 
Crisis." 
 
ACA Implementation Issues: The Oversight 
Subcommittee of the House Ways and Means 
Committee will hold a hearing titled 
"Examining the Use of Administrative Actions 
in the Implementation of the Affordable Care 
Act. 
 
May 21 
Drug Abuse: The Oversight and 
Investigations Subcommittee of the House 
Energy and Commerce Committee will hold a 
hearing on opioid abuse issues. 
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For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
TRANSPORTATION AND 
INFRASTRUCTURE  

 
Short-Term Extensions Introduced 
 
Key Points: 

 Short-term MAP-21 extensions introduced 
that would authorize HTF funding through 
July 

 
At the end of this week, bills were introduced 
in both the House and Senate that would 
extend surface transportation programs and 
funding into the summer. The current 
extension for “Moving Ahead for Progress in 
the 21st Century Act” (MAP-21) (P.L. 112-141) 
is set to end on May 31, 2015. Current 
projections of Highway Trust Fund (HTF) 
revenue indicate that funding will lapse in July, 
and in recent weeks more Members had 
suggested that Congress could merely extend 
the current MAP-21 authorities in the short-
term while consideration of who to fund the 
HTF over the longer term is contemplated.  
 
In the House, on May 15, House Ways and 
Means Committee Chairman Paul Ryan (R-WI) 
and House Transportation and Infrastructure 
Committee Chairman Bill Shuster (R-PA) 
introduced the “Highway and Transportation 
Funding Act of 2015” (H.R. 2353) that would 
“authorize the highway and transit programs 
through the end of July” according to their 
press release. Ryan and Shuster asserted that 
“[w]hile highway and transit program spending 
authority expires at the end of the month, the 
Highway Trust Fund has sufficient resources to 
fund its obligations through the end of July.” 
They stated that “[i]t was our preference to 
move an extension through the end of the year, 

but we will need more time to reach a 
bipartisan agreement on offsets.” The House 
Rules Committee will hold a hearing on May 18 
to consider a rule for consideration on the 
House floor.  
 
On May 14, Senate Majority Leader Mitch 
McConnell (R-KY) started the Rule 14 process 
to bring a bill (S. 1350) directly to the Senate 
floor that would “provide a short-term 
extension of Federal-aid highway, highway 
safety, motor carrier safety, transit, and other 
programs funded out of the Highway Trust 
Fund, and for other purposes.” In a press 
release, Senate Environment and Public Works 
Committee Ranking Member Barbara Boxer 
(D-CA) and Senator Tom Carper (D-DE) 
explained that their bill would “extend the 
authorization of surface transportation 
programs into July 2015…[even though] the 
Highway Trust Fund is expected to have 
sufficient funds to reimburse states for project 
costs through sometime in July 2015.”  

 
FY 2016 T-HUD Bill Reported Out Of 
Committee 
 
Key Points: 

 The House Appropriations Committee marks 
up the FY 2016 T-HUD bill that contains 
significant reductions in surface transportation 
programs 

 
On May 13, the House Appropriations 
Committee held a markup of the “FY 2016 
Transportation, Housing and Urban 
Development Bill” (H.R.__) introduced by 
Representative Mario Diaz-Balart (R-FL) would 
fund the Department of Transportation (DOT) 
and the Department of Housing and Urban 
Development (HUD) for FY 2016. The 
Committee favorably reported the FY 2016 
Transportation, Housing and Urban 
Development Bill, as amended, by roll call vote 
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30-21 and also favorably reported revisions to 
302B allocations by voice vote. 
 
Chairman Harold Rogers (R-KY) stated the bill 
strikes a balance between funding necessary 
programs while making strategic reductions. He 
noted the bill provides $1.5 billion in additional 
funding above the FY 2015 enacted levels. He 
asserted the bill makes the best possible choices 
within tight budget restraints. He said funding 
for the highways is contingent on a new 
transportation authorization. He noted funding 
for the Federal Aviation Administration (FAA) 
to support programs to ease future congestion 
and reduce delays. He stressed safety continues 
to be a priority for the Committee and 
programs have received responsible increases. 
He emphasized funding to continue affordable 
housing and assistance for all individuals and 
targeted increases for programs that help the 
most vulnerable. He discussed support for 
planning and development programs to help 
local communities develop and thrive. He 
asserted that tough funding decisions had to be 
made to strike a balance between responsible 
spending and important investments.  
 
Ranking Member Nita Lowey (D-NY) stressed 
that underfunded programs must be examined 
more closely. She said capital investments 
impact the safety programs and provide real 
jobs for working families. She asserted that this 
bill is $6.8 billion below the President’s request 
for transportation and called for increasing 
public awareness on the importance of these 
programs. She expressed concern the 
Committee will be “wasting time” until there is 
a new budget agreement with new allocations. 
She said the bill drastically shortchanges job-
creating investments while including “special 
interest giveaways” to the trucking industry and 
other special interest groups. She noted 
infrastructure needs will only increase, but the 
bill is a step backwards and tomorrow’s 

challenges will not be met by reducing 
investments. She expressed concern the 
funding is not adequate to meet the country’s 
current housing needs and safety. She noted 
cuts to Choice Neighborhoods below the 
President’s request. She expressed concern for 
how HOME Investment Partnership Program 
(HOME) and the Housing Trust Fund are paid 
for, noting a shortage in housing supply at all 
income levels.  
 
Transportation, Housing and Urban 
Development and Related Agencies 
Subcommittee Chairman Mario Diaz-Balart (R-
FL) said the bill provides $55.3 billion in 
budgetary authority for DOT and HUD. He 
explained the scoring is above the FY2015 
levels by only $25 million. He expressed hope 
there are points of common ground and noted 
many of the financial holes in the bill are due to 
factors beyond the Committee’s control. He 
stressed the robust support for safety programs 
in the bill. He highlighted the appropriations of 
$100 million for new Transportation 
Investment Generating Economic Recovery 
(TIGER) grants; new funding for the air traffic 
control system; $930 million for NextGen 
technology; funding for all proposed Small 
Starts; Community Development Block Grant 
(CDBG) funding at the FY2015 level; and 
sufficient funding for housing programs to 
allow HUD to provide assistance options. He 
noted reductions in capital accounts and 
overhead savings. He emphasized the bill has 
no new programs or fees. He said narrowly 
drafted foreign policy provisions are included 
to prevent the trafficking of or profiting from 
confiscated property.  
 
Transportation, Housing and Urban 
Development and Related Agencies 
Subcommittee Ranking Member David Price 
(D-NC) asserted that the allocations for the bill 
are wholly inadequate and $1.5 billion below 
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the current funding level. He thanked the 
Chairman for including funding for the TIGER 
initiatives. He explained the bill provides 
funding to maintain the core safety functions 
of DOT but does not provide adequate 
funding to address the capital needs for these 
functions. He contended that the allocation 
required deep cuts to programs in DOT and 
HUD which are crucial to the economy. He 
noted cuts to the FAA Capital Program that 
will hamper the ability to maintain aging 
facilities and slowdown development of 
NextGen. He stressed the bill cuts funding for 
Amtrak and the capital investment grant 
program. He asserted that the bill fails to 
address the real drivers of the deficit and a 
comprehensive bill cannot be written until 
there is a new budget agreement. He expressed 
opposition to the policy riders attached to the 
bill such as those for truck length and weight.   
 
Inhofe and Boxer Announce Markup of 
Six-Year Surface Transportation 
Reauthorization 
 
Key Points: 

 The Senate EPW Committee will move ahead 
with a markup in June, the first committee to 
do so 

 
On May 13, the Senate Environment and 
Public Works Committee Chairman and 
Ranking Member announced that the 
Committee would hold a markup of a six-year 
surface transportation reauthorization next 
month. In a joint press release, Chairman James 
Inhofe (R-OK) and Ranking Member Barbara 
Boxer (D-CA) stated that “[w]hile Congress 
continues to debate the funding mechanisms, 
we believe it is in the best interest that this 
committee moves forward with consideration 
of a long-term surface transportation 
reauthorization bill.” They said that “[t]his is 
why we are announcing that the EPW 

[C]ommittee intends to mark up a six-year, 
bipartisan reauthorization bill in June.” Inhofe 
and Boxer stated that “[w]e can no longer wait 
on Congress…[and] [w]e look forward to 
finalizing negotiations with the big four, to 
include [Senators] David Vitter (R-LA) and 
Tom Carper (D-DE), and working with our 
members on a consensus bill in the tradition of 
this committee in the next few weeks.” 
 
In the 112th Congress, the Senate EPW 
Committee was the first of the committees of 
jurisdiction in the Senate to report out a bill 
with Inhofe and Boxer serving as the top 
Republican and Democrat on the Committee. 
Of course, the biggest obstacle to a long-term 
surface transportation reauthorization is the 
issue posed by funding, which is in the 
jurisdiction of the Senate Finance Committee 
and House Ways and Means Committee.  
 
Upcoming Hearings and Events 
 
May 19 
FAA Reauthorization: The Senate 
Commerce, Science & Transportation 
Committee will hold a hearing to discuss FAA 
reauthorization and air traffic control 
modernization and reform. 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201. Nicole 
Ruzinski contributed to this section.  
 
TECHNOLOGY 
 
House Passes USA Freedom Act 
 
Key Points: 

 The House passes a bill to reform the NSA’s 
activities by a wide margin, but it is not clear 
how the Senate will respond to the impending 
June 1 expiration of key authorities  
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On May 13, the House took up and passed the 
“Uniting and Strengthening America by 
Fulfilling Rights and Ensuring Effective 
Discipline Over Monitoring Act of 2015” 
(USA FREEDOM Act of 2015) (H.R. 2048) by 
a 338-88 vote, sending the package of reforms 
to the National Security Agency’s (NSA) 
activities to the Senate. However, in the Senate, 
the path to reauthorization of the three NSA 
authorities that expire on June 1 is not clear. 
Late on May 14, Senate Majority Leader Mitch 
McConnell (R-KY) introduced a two-month 
extension of the Section 215 authority to 
collect records, the roving wiretap capability, 
and the “lone wolf” surveillance provision (S. 
1357). McConnell has articulated his opposition 
to the USA FREEDOM Act and has favored a 
clean reauthorization.  
 
However, opponents to the NSA’s surveillance 
activities, such as Senators Ron Wyden (D-OR) 
and Rand Paul (R-KY), have publicly vowed to 
block any such clean reauthorization. 
Moreover, among opponents to the NSA’s 
activities, the response to a short-term 
reauthorization has been tepid. Further 
complicating Congress’ response to the NSA’s 
activities is the decision handed down last week 
by the United States Court of Appeals for the 
Second Circuit that found “bulk telephone 
metadata program” being operated by the NSA 
is not authorized by the USA PATRIOT Act 
and is therefore illegal. 
 
During consideration of H.R. 2048, House 
Judiciary Committee Chairman Bob Goodlatte 
(R-VA) stated that the bill “affirmatively ends 
the indiscriminate bulk collection of telephone 
metadata…[b]ut it goes much further than 
this.” He stated that “[i]t prohibits the bulk 
collection of all records under section 215 of 
the PATRIOT Act, as well as under the FISA 
pen register trap and trace device statute and 
the National Security Letter statutes.” 

Goodlatte added that “[i]n place of the current 
bulk telephone metadata program, the USA 
FREEDOM Act creates a targeted program 
that allows the intelligence community to 
collect non-content call detail records held by 
the telephone companies, but only with the 
prior approval of the FISA court and subject to 
the ‘‘special selection term’’ limitation.”  
 
House Judiciary Committee Ranking Member 
John Conyers (D-MI) stated that “with the 
passage of the USA FREEDOM Act today, the 
House will have done its part to enact historic 
and sweeping reforms to the government’s 
surveillance program and powers.” He claimed 
that the bill “ends bulk collection, creates a 
panel of experts to guide the Foreign 
Intelligence Surveillance Court, and mandates 
extensive government reporting.” Conyers 
stated that “[f]or years the government has read 
section 215 of the PATRIOT Act to mean that 
it may collect all domestic telephone records 
merely because some of them may be relevant 
at some time in the future.” He contended that 
“with section 215 set to expire on June 1, we 
have the opportunity—and the obligation—to 
act clearly and decisively and end the program 
that has infringed on our rights for far too 
long.”  
 
Financial Services Hearing on 
Cybersecurity 

 
Key Points: 

 Witnesses and Members discussed the issues 
related to the entity that bears the cost of 
breaches and the transition to chip technology 

 
On May 14, the House Financial Services 
Committee held a hearing entitled “Protecting 
Consumers: Financial Data Security in the Age 
of Computer Hackers.” Topics discussed in the 
hearing included: (1) Gramm–Leach–Bliley Act 
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(GLBA) Standards; (2) The Data Security Act 
of 2015 (H.R. 2205); (3) National Standards; (4) 
The Data Security and Breach Notification Act 
(H.R. 1770); (5) The Role of the Federal Trade 
Commission (FTC); (6) Breach Liability; (7) 
Payment Security Technology; (8) Information 
Sharing; (9) PCI Standards; (10) Breach 
Notification; and (11) National Security/State 
Sponsored Entities.       
 
Chairman Jeb Hensarling (R-TX) said the 
hearing would focus on protecting consumers, 
noting the world has experienced a technology 
revolution that has brought new benefits and 
risks to consumers. He stated large scale 
security breaches are “unfortunately all too 
common” and consumers are exposed and 
vulnerable to identity theft, fraud and a host of 
other crimes. He noted “high-profile” breaches 
had occurred at Target and Home Depot and 
there were 783 total U.S. data breaches in 2014. 
He explained that these attacks cost the U.S. 
economy $100 billion annually. He stated 
consumers rightfully expect their personal 
information to be protected by their financial 
institutions, retailers, card networks, payment 
processors, and the federal government. He 
indicated the hearing would discuss what 
security measures are currently in place to 
prevent data breaches, how consumers are 
notified following a breach, what types of 
emerging technologies will help reduce the 
frequency and severity of breaches, and what 
steps are being taken by the merchant and 
financial services communities to address the 
problem and where additional federal 
legislation may be warranted. He commended 
Representatives Randy Neugebauer (R-TX) and 
John Carney (D-DE) for introducing the Data 
Security Act of 2015 (H.R.2205).   
 
Ranking Member Maxine Waters (D-CA) 
stated new technologies bring a range of new 
opportunities and vulnerabilities for 

consumers, noting massive attacks on major 
retailers and financial institutions are impacting 
every sector of the economy. She said the cost 
of recovering losses by retailers and card issuers 
can be extensive and weigh particularly heavily 
on small community banks. She added there 
are significant costs to complying with various 
state laws and providing notice after a breach; 
however, national standards for personal 
information should acknowledge the good 
work of states. She asserted any federal 
preemption should complement state standards 
and ensure that state Attorneys Generals (AG) 
continue to play an important role in 
enforcement. She contended national standards 
should not hamstring regulators ability to adapt 
and strengthen protections.     
 
Financial Services Roundtable President and 
Chief Executive Officer Tim Pawlenty noted 
80 percent of companies that were targets of a 
cyber-attack in 2014 did not know it had 
occurred until they were informed by a third-
party months after the fact. He said over half 
the American adults had their personal data 
stolen last year. He commended the House for 
passing information sharing legislation and 
encouraged the Senate pass the legislation as 
well. He noted the financial services industry 
has been involved with data security issues in a 
regulated context since the passage of the 
GLBA. He stated the GLBA has served the 
industry well, noting that the financial services 
sector has the lowest rate of cyber incidents. 
He reported the Financial Services Roundtable 
is involved with the Financial Services – 
Information Sharing and Analysis Center (FS-
ISAC), and explained the card industry will 
begin transitioning to chip enabled credit and 
debit cards. He noted new technologies that 
have emerged, such as face recognition, 
biometrics, and location confirmation, and told 
the Committee that new technologies will 
continue to be developed. He expressed 
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support for H.R. 2205 because it would create 
data security standards across all industries. He 
said the bill is flexible and expressed support 
for the uniform data breach notification 
provision in the bill, adding that the standard 
should be set high so it does not dilute state 
standards.  
 
Retail Industry Leaders Association 
Communications and Strategic Initiatives 
Executive Vice President Brian Dodge said that 
technology presents great opportunity; 
however nation states, criminal organizations, 
and other bad actors are using it to attack 
businesses, institutions, and governments. He 
stated no organization is immune from cyber-
attacks and no security system is invulnerable, 
commenting that retailers understand defense 
against cyber-attacks must be an ongoing 
effort. He said that retail community leaders are 
taking new and significant steps to enhance 
cybersecurity throughout the industry. He 
noted RILA recently formed the Retail Cyber 
Intelligence Sharing Center (R-CISC) and is 
collaborating with the FS-ISAC. He applauded 
the House for passing information sharing 
cyber security legislation and expressed hope 
the Senate would take up H.R. 1560’s “flexible 
approach to electronic sharing.” He asserted 
card payment technology requires immediate 
attention, stating that “woefully outdated 
magnetic stripe technology used on cards today 
is the chief vulnerability in the payment 
ecosystem.” He reported retailers are investing 
more than $8 billion to upgrade card terminals 
to accept chip and PIN cards by the end of the 
year; however, clarified that the new cards will 
not be issues with a PIN. He asserted chip and 
signature technology falls short of providing 
consumers with the best available security. He 
explained that retailers believe two-factor 
authentication enabled through chip and PIN 
technology will prevent criminals from easily 
duplicating cards, and will devalue data 

collected at the point of sale—ultimately 
reducing cyber-attacks on retailers. He noted 47 
states have adopted data breach notification 
laws and retailers are subject to robust data 
security regulatory regimes. He said the Federal 
Trade Commission (FTC) has prosecuted over 
50 cases against businesses since 2001. He 
indicated RILA supports data breach legislation 
that (1) establishes a national standard for 
notification; (2) ensures targeted notice is 
required only when there is an actual risk of 
identity theft, economic loss, or harm; (3) 
ensures the responsibility for notice is that of 
the entity breached; (4) establishes a precise 
definition for personal information; and (5) 
recognizes security must be able to adapt over 
time.      
 
Upcoming Hearings and Events 
 
May 19 
Financial Services Cybersecurity: The 
House Financial Services Committee will hold 
a hearing to discuss addressing cyber threats to 
the financial sector. 
 
DHS Science & Technology Directorate: 
The House Homeland Security Committee will 
hold a hearing to discuss DHS Science and 
Technology Directorate’s engagement with 
academia and industry. 
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201. Luc 
Rogers and Rebecca Konst contributed to this section.  
 
This Week in Congress was written by Laura 
Simmons.  
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