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TAXES 
 
House Passes Permanent R&D Tax 
Extender 
 
Key Points: 

 The legislation will permanently extend a tax 
break for corporate research programs is scored 
at $182 billion over 10 years.   

 
The House voted to make the research and 
development (R&D) tax credit permanent by a 
vote of 274-145. Congress renewed the break 
retroactively for 2014 in mid-December but 
then let it lapse again at the end of the year.  
Democrats support the R&D credit in general; 
however opposed the legislation because it 
does not include a pay-for.  President Barack 
Obama threatened to veto the measure for the 
same reason.  The vote is similar to a vote in 
2014 on an identical measure.  
 

This is another in a series of “permanent” tax 
extenders that could potentially lead to 
consideration of something more robust than a 
one or two year extension of expiring measures 
at the end of this year.  The issue is likely to be 
below the radar until the fall when efforts at tax 
reform will either gain steam or not.  A set of 
permanent extenders was part of a deal reached 
last year but scuttled by the White House.  
Whether Congress would try to return to that 
issue remains something that is worth tracking.  
 
New Projections Say Debt Limit May Not 
Hit Until Late Fall 

This Week in Congress 

 House – The House passed the “SPACE Act of 2015” (H.R. 2262); the “Highway 
and Transportation Funding Act of 2015 (H.R. 2253); the “American Research 
and Competitiveness Act of 2015” (H.R. 880); the “Legislative Branch 
Appropriations Act, 2016” (H.R. 2250) and the “America COMPETES 
Reauthorization Act of 2015” (H.R. 1806).  

 Senate – The Senate continued consideration of the H.R.1314, the legislative vehicle for 
the Trade Promotion Authority and Trade Adjustment Assistance legislation. Majority 
Leader Mitch McConnell (R-KY) filed cloture on the motions to proceed to the “USA 
Freedom Act” (H.R.2048) and S.1357, a two-month extension of some USA 
PATRIOT Act authorities. McConnell also announced the Senate may consider the 
“Highway and Transportation Funding Act of 2015” (H.R. 2253) before leaving for 
the Memorial Day recess. 

Next Week in Congress 

 House – The House will be in recess.   

 Senate –The Senate will be in recess.  
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Key Points: 

 The projections were extended as a result of 
stronger than expected revenues from payroll 
and income taxes. 

 
The Bipartisan Policy Group projected the 
Department of the Treasury will be able to pay 
all U.S. debts in full until roughly November or 
December. The Congressional Budget Office 
announced in March that the legal cap on 
government borrowing would need to be lifted 
sometime in October or November but has not 
offered an updated projection since then.   
Revenues are coming in faster than expected 
and outflows are comparatively less.  For 
example, in April, the federal government had a 
net surplus of $156 billion as opposed to $106 
billion in April of 2014 – a substantial 
improvement. 
 
The potential shift in timing for the debt limit 
means that there could be a set up for a 
potential “cliff” or deal around a spending bill, 
a debt limit increase, a highway bill extension, 
tax extenders etc. around the end of the 
calendar year in late November or December.   
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Laura 
Simmons contributed to this report.     
 
TRADE 
 
Senate Continues Consideration of Trade 
Promotion Authority   
 
Key Points: 

 The Senate voted to cut off debate on a bill to 
“fast-track” congressional approval of trade 
agreements by a vote of 62–38, setting in final 
motion amendment consideration and a final 
vote in the coming day or two. 

 

The Senate agreed to end debate on the Trade 
Promotion Authority legislation by a vote of 
62–38, and allow for moving forward with 
consideration of amendments to the bill.  Five 
Republicans voted against cloture, while 13 
Democrats voted to move forward with the 
legislation. The Senate may vote today on anti-
currency manipulation amendments with a 
proposal from Senator Rob Portman (R-OH) 
as well as one designed to be a “safer” 
alternative from Chairman Orrin Hatch (R-UT) 
and Ranking Member Ron Wyden (D-OR); 
with additional votes on amendments possible.  
Trade proponents have been working against 
adoption of an expansive currency amendment 
because they believe it could threaten the TPA 
bill’s chances in the House.  Senate rules would 
allow a vote on final passage to occur as late as 
Saturday, though Senate Majority Whip John 
Cornyn (R-TX) predicted a Friday vote, saying 
“that’s what it looks like right now.” 
 
FINANCIAL SERVICES 
 
House Financial Services Committee 
Approves Thirteen Capital Formation Bills 
 
Key Points: 

 The House Financial Services Committee held 

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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a markup and approved thirteen bills aimed at 
promoting capital formation and regulatory 
reduction. 

 
On May 20, the House Financial Services 
Committee held a markup and approved 
thirteen bills, as well as a resolution to name a 
new Republican Member of the Committee, 
Representative Tom Emmer (R-MN), replacing 
Representative Bob Dold (R-IL) who moved to 
the Ways and Means Committee.. Much of the 
debate at the markup focused on the pending 
expiration of the Export-Import Bank. Ranking 
Member Maxine Waters (D-CA) and many 
other Democratic members of the Committee 
spoke in support of Export-Import Bank 
reauthorization and urged the Chairman to 
hold a vote on the issue. Chairman Jeb 
Hensarling (R-TX) and Representative Andy 
Barr (R-KY) expressed opposition to Export-
Import Bank reauthorization. 
 
The bills approved by the Committee were: 
  

 H.R. 432, the “SBIC Advisers Relief 
Act of 2015,” which “amends the 
Investment Advisers Act of 1940 to 
reduce unnecessary regulatory costs and 
eliminate duplicative regulation of 
advisers to Small Business Investment 
Companies (SBICs).” The bill was 
approved by a 53-0 vote. 

 H.R. 686, the “Small Business Mergers, 
Acquisitions, Sales, and Brokerage 
Simplification Act of 2015,” which 
amends the Securities Exchange Act 
“to create a simplified SEC registration 
system for brokers known as M&A 
brokers that perform services in 
connection with the transfer of 
ownership of smaller privately held 
companies.” The bill was approved by a 
36-24 vote. 

 H.R. 1334, the “Holding Company 
Registration Threshold Equalization 
Act of 2015,” which would amend Title 
VI of the Jumpstart Our Business 
Startups Act (JOBS Act) to “raise the 
threshold for mandatory SEC 
registration of savings and loan 
companies from 500 shareholders of 
record to 2,000 shareholders of record” 
to “raise the threshold for a savings and 
loan company to terminate its 
registration from 300 to 1,200 
shareholders of record.” The bill was 
approved by a 60-0 vote. 

 H.R. 1525, the “Disclosure 
Modernization and Simplification Act 
of 2015,” which would direct the SEC 
to “simplify its disclosure regime for 
issuers and investors by permitting 
issuers to submit a summary page on 
Form 10-K with cross-references to the 
content of the report.” The bill was 
approved by a 60-0 vote. 

 H.R. 1675, the “Encouraging Employee 
Ownership Act of 2015,” which would 
amend SEC Rule 701 to increase the 
securities sales threshold “from $5 
million to $10 million and index the 
amount for inflation every five years.” 
The bill was approved by a 45-15 vote. 

 H.R. 1723, the “Small Company Simple 
Registration Act of 2015,” which would 
“allow smaller reporting companies to 
incorporate by reference any 
documents filed with the SEC after the 
effective date of the Form S-1.” The 
bill was approved by a 60-0 vote. 

 H.R. 1847, the “Swap Data Repository 
and Clearinghouse Indemnification 
Correction Act of 2015,” which would 
repeal the indemnification provisions in 
Sections 725, 728, and 763 of the 
Dodd-Frank Act (DFA). The bill was 
approved, as amended, by a 60-0 vote. 
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 H.R. 1965, the “Small Company 
Disclosure Simplification Act,” which 
would provide “a voluntary exemption 
for all Emerging Growth Companies 
and other issuers with annual gross 
revenues under $250 million from the 
SEC’s requirements to file their 
financial statements in an interactive 
data format known as eXtensible 
Business Reporting Language (XBRL).” 
The bill was approved by a 44-11 vote. 

 H.R. 1975, the “Securities and 
Exchange Commission Overpayment 
Credit Act,” which would “allows the 
SROs to offset previous Section 31 
overpayments against future Section 31 
fees, under a 10-year statute of 
limitations.” The bill was approved by a 
57-0 vote. 

 H.R. 2064, the “Improving Access to 
Capital for Emerging Growth 
Companies Act,” which would “reduce 
the number of days an EGC [emerging 
growth company] must have a 
confidential registration statement on 
file with the SEC before it may conduct 
a road show from 21 days to 15.” The 
bill was approved, as amended, by a 57-
0 vote. 

 H.R. 2354, the “Streamlining Excessive 
and Costly Regulations Review Act, 
which “requires the SEC to review 
significant regulations it has previously 
issued.” The bill was approved, as 
amended, by a 41-16 vote. 

 H.R. 2356, the ‘‘Fair Access to 
Investment Research Act of 2015,” 
which “directs the SEC to provide a 
safe harbor for research reports that 
cover Exchange Traded Funds (ETFs) 
so that these reports are not considered 
“offers” under Section 5 of the 
Securities Act of 1933.” The bill was 
approved by a 48-9 vote. 

 H.R. 2357, the ‘‘Accelerating Access to 
Capital Act of 2015,” which “amends 
the SEC’s Form S-3 registration 
statement (a simplified registration 
form for companies that have met prior 
reporting requirements) for smaller 
reporting companies that have a class 
of common equity securities listed and 
registered on a national securities 
exchange.” The bill was approved by a 
33-24 vote. 

 
Senate Banking Committee Approves 
Financial Regulatory Improvement Act 
 
Key Point: 

 The Senate Banking Committee approved 
legislation that would reduce regulatory burdens 
for smaller financial institutions, amend the 
FSOC systemic risk designation process and 
other Dodd-Frank Act changes, and make 
certain changes to Federal Reserve authorities. 

 
On May 21, the Senate Banking Committee 
held a markup and approved the “Financial 
Regulatory Improvement Act of 2015” along a 
12-10 party-line vote. The bill includes 
provisions that would provide regulatory relief 
for small financial institutions, as well as other 
changes such as: (1) revising the authority of 
the Financial Stability Oversight Council 
(FSOC) to designate banks, including 
increasing the threshold from $50 billion in 
assets to $500 billion in assets for bank holding 
companies to be automatically designated by 
the FSOC as systemically important; (2) 
reforming the FSOC transparency and 
designation process for nonbank financial 
companies, including providing an opportunity 
for a company to submit a plan to modify its 
business or structure in a way to no longer 
meet the designation criteria; (3) prohibiting the 
Federal Deposit Insurance Corporation (FDIC) 
from using assets of a savings and loan holding 
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company that is an insurance company if the 
state insurance regulator determines that such 
action would have a materially adverse effect 
on the company; (4) requiring annual reports to 
Congress regarding efforts of the Federal 
Reserve, Treasury Department and state 
insurance regulators regarding efforts “with 
respect to global insurance or international 
standard-setting regulatory or supervisory 
forums”; (5) making certain changes to 
authorities of the Federal Reserve System, such 
as requiring the President of the New York 
Federal Reserve Bank to be confirmed by the 
Senate and requiring the Federal Reserve to 
prepare reports every two years on how the 
Federal Reserve “plans to supervise and 
regulate nonbank financial companies” that 
have been designated by FSOC; (6) provisions 
intended to encourage capital formation and 
the repeal of indemnification requirements for 
regulators to access swap data; (7) mortgage 
finance reforms; and (8) Dodd-Frank Act 
technical corrections.  
 
Chairman Richard Shelby (R-AL) stated that 
the Committee attempted to draft a bill which 
could garner bipartisan support. He suggested 
that the $50 billion asset threshold for the 
systemically important financial institution 
(SIFI) designation in the Dodd-Frank Act 
(DFA) is a “blunt” instrument, emphasizing 
that the bill does not “move” this threshold, 
but rather changes the designation process for 
a bank. Shelby explained that he views this 
markup as “just one step in a very long 
process” and that even with a partisan vote, he 
believes “it presents another opportunity to 
explore areas of potential agreement before this 
bill goes to the Senate floor which I fully 
expect”.  
 
Ranking Member Sherrod Brown (D-OH) 
expressed concern that the Financial 
Regulatory Improvement Act would eliminate 

many of the protections included in the Dodd-
Frank Act (DFA). He suggested that President 
Barack Obama would veto many of the 
provisions in the bill. He stressed the need to 
reauthorize the Export-Import Bank, complete 
the Committee’s section of the highway bill, 
and approve pending nominees. Brown stated 
that while he does not support the approach in 
the bill, there are some banks over $50 billion 
which should not be regulated like “Wall Street 
megabanks.” Senator Mark Warner (D-VA) 
stated that the found the process of drafting 
the underlying bill “upsetting.” He said that 
Shelby released the discussion draft ten days 
before the markup and subsequently released 
different versions to different members. He 
noted that the final bill was released to the 
media before it was released to the members of 
the Committee. He said he would use all of the 
tools at his disposal to prevent the bill from 
moving forward on the Senate floor. 
 
An amendment offered by Senator Mike Crapo 
(R-ID) to prohibit federal banking and credit 
union regulators from participating in 
Operation Choke Point was adopted by a roll 
call vote of 13-9, with Senator Joe Donnelly 
(D-IN) voting in support. The Committee also 
approved an amendment offered by Senator 
Pat Toomey (R-PA) to increase, from $10 
billion to $50 billion, the threshold for direct 
examinations of banks by the Consumer 
Financial Protection Bureau (CFPB). The 
amendment was adopted by a roll call vote of 
13-9, with Donnelly voting for the amendment. 
 
SEC Approves Modernizations to 
Investment Company Reporting  
 
Key Point: 

 The SEC proposes new forms and rules to 
modernize investment company reporting and 
amendments to Form ADV.  
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At a May 20, open meeting, the Securities and 
Exchange Commission (SEC) voted 
unanimously to propose new forms and new 
rules to modernize investment company 
reporting; and to propose amendments to 
Form ADV and Investment Advisers Act rules. 
Chair Mary Jo White stated the oversight of 
funds and advisers is one of the most 
important functions of the Commission. She 
stated the Commission must modernize and 
enhance the data reporting for registered 
investment companies and investment advisers, 
and also require registered investment 
companies to have more robust controls in 
place to identify and manage the risks of their 
increasingly diverse portfolios. In addition, she 
stated the Commission must require additional 
measures to address the impact of market stress 
events or when an investment adviser is no 
longer able to serve its clients. 
  
White stated looking forward, the staff is also 
developing recommendations to enhance the 
management and disclosure of liquidity risk by 
mutual funds and ETFs, and to update the 
liquidity standards for those investment 
vehicles. She explained the staff is also 
reviewing options for specific requirements for 
the use of derivatives by funds, including 
measures to appropriately limit the leverage 
these instruments may create, in addition to 
enhanced risk management programs for such 
activities. In addition, she noted staff is 
studying new requirements for stress testing by 
large investment advisers and large funds, as 
well as provisions for transition plans after a 
major disruption in an investment adviser’s 
operations. 
 
The new proposals would enhance data 
reporting for mutual funds, ETFs and other 
registered investment companies. A new Form 
N-PORT will require registered funds other 
than money market funds to provide portfolio-

wide and position-level holdings data to the 
SEC on a monthly basis and would rescind 
Form N-Q. In addition, a new annual reporting 
Form N-CEN would require registered funds 
to annually report census-type data to the SEC 
and would replace Form N-SAR. The 
investment adviser proposals would provide 
additional information on investment advisers 
currently provided on Form ADV to better 
understand the risk profile of individual 
advisers and the industry as a whole.  
 
Taskforce on Terrorism Financing Held 
Hearing on Terrorism, Crime and 
Corruption  
 
Key Point:  

 The Taskforce discussed the ways in which 
terrorist groups raise, move and launder money 
globally and how that affects U.S. national 
security. 

 
On May 21, the House Financial Services 
Committee’s Taskforce on Terrorism 
Financing held a hearing entitled “A Dangerous 
Nexus: Terrorism, Crime, and 
Corruption.” The hearing examined the various 
ways transnational terrorism, crime, and 
corruption interact in varied and significant 
ways, to the detriment of U.S. national security. 
Chairman Michael Fitzpatrick (R-PA) 
expressed concern at the use of drug 
trafficking, human smuggling and extortion, as 
well as the fact that terrorism and organized 
crime contribute to instability in many parts of 
the world. He asserted these groups can no 
longer be considered simply terrorist groups, 
but large global conglomerates. Ranking 
Member Stephen Lynch (D-MA) noted the 
Office of Foreign Assets Control (OFAC) 
previously sanctioned Venezuela’s government 
officials for acting for or on behalf of FARC.  
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Representative Kyrsten Sinema (R-AZ) called 
for being “one step ahead” of terrorists by 
cutting off their funding and recently offered 
an amendment to the National Defense 
Authorization Act (NDAA) to pursue efforts 
to shut down the Islamic State of Iraq and the 
Levant’s (ISIL) oil revenues. She also expressed 
concern that ISIL will sell “priceless historical 
artifacts” to fund its illicit activities.  
 
Center for a New American Security Adjunct 
Senior Fellow Dr. David Asher discussed 
Hezbollah’s money laundering operations run 
through the Lebanese Canadian Bank. He said 
it was the largest material support scheme in 
the world for a terrorist group. IBI Consultants 
LLC President Douglas Farah discussed the 
convergence of terrorism, transnational crime 
and corruption in Latin America. He said 
criminals in Venezuela and other states operate 
on multiple levels including the use of national 
airlines, shipping lines, and national banks.  
 
Witnesses and taskforce members expressed 
grave concern at the negative effects of lifting 
the Iranian sanctions and the ways in which 
government corruption in Latin America allows 
terrorist groups’ money laundering to continue 
with impunity. 
 
Financial Stability Oversight Council 
Releases 2015 Annual Report 
 
Key Point: 

 The report included recommendations related to 
cybersecurity, increased risk taking in a low-
yield environment, financial market structure, 
central counterparties, financial innovation and 
migration of activities, capital, liquidity, 
resolution, data quality and sharing, the 
wholesale funding market, housing finance 
reform, and reference rates. 

  

On May 19, the Financial Stability Oversight 
Council (FSOC) released its 2015 Annual 
Report today.  The report includes:  

1)      Recommendations; 
2)      Information about the 
macroeconomic environment, including 
in government finance and the 
challenges in Puerto Rico; 
3)      Financial developments in fixed 
income and other asset valuations, 
wholesale funding markets, banks, 
nonbank financial companies, 
investment funds, and OTC derivatives 
markets; 
4)      Regulatory developments and 
FSOC activities, including those 
relating to financial infrastructure, 
markets and oversight; safety and 
soundness; mortgages, housing and 
consumer protection; and data gaps; 
and 
5)      Potential emerging threats 
(including cybersecurity; risk-taking in 
low-yield environment; financial market 
infrastructure; CCPs; global economic 
developments; financial innovation and 
migration of activities; short-term 
wholesale funding; risk-taking activities; 
reliance upon reference rates; and data 
quality and collection challenges). 

  
The recommendations in the report focused on 
a variety of issues, including: (1) cybersecurity; 
(2) “Increased Risk Taking in a Low-Yield 
Environment” for banks, broker-dealers, and 
insurance companies; (3) financial market 
structure; (4) central counterparties; (5) 
“Financial Innovation and Migration of 
Activities”; (6) capital, liquidity and resolution; 
(7) data quality, collection and sharing; (8) 
wholesale funding market reforms; (9) housing 
finance reforms; and (10) reforms related to 
reference rates. 
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Federal Reserve Board Releases Proposed 
Rule on Municipal Securities 
 
Key Point: 

 The proposed rule would amend the Liquidity 
Coverage Ratio (LCR) rule to include certain 
municipal securities as high quality liquid 
assets (HQLA). 

  
On May 21, the Federal Reserve Board issued 
a proposed rule which would amend the 
Board’s Liquidity Coverage Ratio (LCR) rule to 
include certain municipal securities as high 
quality liquid assets (HQLA). The LCR rule 
was finalized on September 3, 2014, by the 
Federal Reserve, Office of the Comptroller of 
the Currency (OCC), and Federal Deposit 
Insurance Corporation (FDIC). At the time of 
adoption of the LCR rule in September, 
Federal Reserve Governor Daniel Tarullo 
indicated that the treatment of municipal 
securities had not been resolved in the final rule 
but that the Board staff would work on a 
proposal to include municipal securities that 
have liquidity characteristics similar to that of 
very liquid corporate bonds as HQLA. The 
OCC and FDIC have not proposed similar 
changes to the LCR. 
 
Specifically, the Federal Reserve proposal 
would “include as level 2B liquid assets under 
the LCR general obligation securities of a 
public sector entity that meet the same criteria 
as corporate debt securities that are included as 
level 2B liquid assets, subject to limits that are 
intended to address the unique structure of the 
U.S. municipal securities market.” It would 
apply to institutions regulated by the Federal 
Reserve that are subject to the LCR (including 
bank holding companies, savings and loan 
holding companies, and state member banks 
that have $250 billion or more in assets; and 
state member banks with $10 billion or more in 
assets that are consolidated subsidiaries of bank 

holding companies with $250 billion or more in 
assets).  
 
The rule has a 60 day comment period, which 
closes on July 24, 2015. 
 
Upcoming Hearings and Events 
 
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 3 
Export-Import Bank: The House Financial 
Services Committee will hold a hearing 
regarding the Export-Import Bank. 
 
June 4 
Export-Import Bank: The Senate Banking 
Committee will hold a hearing regarding the 
Export-Import Bank. 
 
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 
 
Senate Hearing Focuses on Energy 
Production Legislation 
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Key Points: 

 The Senate Energy and Natural Resources 
Committee held a hearing on Tuesday to 
review 26 bills that would address energy 
production and supply.  

 The Committee discussed bills involving 
hydropower, offshore oil and gas production, 
renewables, natural gas venting and flaring 
and helium production.    

 
On May 19, the Senate Energy and Natural 
Resources Committee held a hearing on energy 
supply legislation. It was the third in a series of 
hearings in preparation for assembling 
Chairman Lisa Murkowski’s (R-AK) planned 
wide-ranging energy legislative package. The 
Committee has one additional hearing 
scheduled on “Energy Accountability and 
Reform” on June 4, and held a hearing on 
“Energy Infrastructure” on May 14, and a 
hearing on “Energy Efficiency” on April 30.   
 
The hearing’s agenda included the following 
legislation: 

 The “Geothermal Exploration 
Opportunities Act of 2015” (S. 562); 

 The “Geothermal Production 
Expansion Act of 2015” (S. 822);  

 The “North American Alternative Fuels 
Act” (S. 1026);  

 A bill “to promote geothermal energy” 
(S. 1057);  

 The “Marine and Hydrokinetic 
Renewable Energy Act of 2015” (S. 
1058);  

 A bill “to reinstate and extend the 
deadline for commencement of 
construction of a hydroelectric project 
involving Clark Canyon Dam” (S. 
1103);  

 A bill “to extend the deadline for 
commencement of construction of a 
hydroelectric project involving the 
Gibson Dam” (S. 1104);  

 A bill “to authorize Federal agencies to 
provide alternative fuel to Federal 
employees on a reimbursable basis…” 
(S. 1199);  

 A bill “to amend the Methane Hydrate 
Research and Development Act of 
2000 to provide for the development of 
methane hydrate as a commercially 
viable source of energy” (S. 1215);  

 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);  

 The “Condensate Act of 2015” (S. 
1224);  

 The “American Helium Production 
Act” (S. 1226);  

 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);  

 The “Renewable Electricity Standard 
Act” (S. 1268);  

 A bill “to amend the Energy Policy Act 
of 2005 to reauthorize hydroelectric 
production incentives and hydroelectric 
efficiency improvement incentives…” 
(S. 1270);  

 The “Fuel Loss Abatement and Royalty 
Enhancement Act’’ (S. 1271);  

 A bill “to direct the Comptroller 
General of the United States to conduct 
a study on the effects of forward 
capacity auctions and other capacity 
mechanisms” (S. 1272);  

 The “Offshore Energy and Jobs Act” 
(S. 1276);  

 The “Alaska Outer Continental Shelf 
Act” (S. 1278);  
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 The “Southern Atlantic Energy Security 
Act” (S. 1279);  

 A bill “to direct the Secretary of the 
Interior to establish an annual 
production incentive fee with respect to 
Federal onshore and offshore land that 
is subject to a lease for production of 
oil or natural gas under which 
production is not occurring…” (S. 
1280);  

 A bill “to amend the Energy Policy Act 
of 2005 to require the Secretary of 
Energy to consider the objective of 
improving the conversion, use, and 
storage of carbon dioxide produced 
from fossil fuels in carrying out 
research and development programs 
under that Act” (S. 1282);  

 A bill “to amend the Energy Policy Act 
of 2005 to repeal certain programs, to 
establish a coal technology program…” 
(S. 1283);  

 A bill “to authorize the Secretary of 
Energy to enter into contracts to 
provide certain price stabilization 
support relating to electric generation 
units that use coal-based generation 
technology” (S. 1285);  

 A bill “to require the Secretary of 
Energy and the Secretary of Agriculture 
to collaborate in the promoting the 
development of efficient, economical, 
and environmentally sustainable 
thermally led wood energy systems” (S. 
1294); and  

 A bill “to require the Secretary of 
Energy to establish a pilot competitive 
grant program for the development of a 
skilled energy workforce…” (S. 1304).  

 
Murkowski remarked in her opening statement 
that it is in the national interest to make energy 
secure, abundant, affordable, and diverse. She 
explained the hearing was intended to examine 

energy supply holistically and find areas for 
cooperation. She declared that Alaska is “a 
world-class petroleum province” and also 
possesses significant opportunities for 
renewable energy.   
 
Ranking Member Maria Cantwell (D-WA) 
indicated that projections based on the current 
policy climate show that growth in U.S. energy 
production will contribute to a decline in U.S. 
energy imports. She noted energy use in the 
transportation sector is also expected to 
continue its decline. Cantwell explained that 
electricity prices are expected to rise by 18 
percent, driven primarily by the increasing cost 
of natural gas and coal. She asserted that with 
renewable energy the fuel is “free” and said the 
Energy Information Administration (EIA) 
projects a positive trajectory for renewables. 
She noted the energy landscape in the U.S. is 
changing and there is a need for more robust 
and resilient infrastructure. Cantwell stated 
supply legislation should focus on advancing 
energy technologies, noting declining costs for 
renewable energy technology.   
 
House Energy and Power Subcommittee 
Holds Hearing on Draft Electric Reliability 
Legislation 
 
Key Points: 

 A Tuesday hearing focused on draft legislation 
on electric power reliability that would be 
included in a broad energy bill.  

 The bill would address potential conflicts 
between environmental regulations and grid 
reliability, as well as cybersecurity.   

 
On May 19, the House Energy and Commerce 
Committee’s Energy and Power Subcommittee 
held a hearing entitled “Discussion Draft 
Addressing Energy Reliability and Security.” 
The Subcommittee heard testimony from a 
number of witnesses regarding the discussion 
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draft, including the Federal Energy Regulatory 
Commission’s (FERC) Office of Electric 
Reliability Director Michael Bardee.   
 
Chairman Ed Whitfield (R-KY) declared in his 
opening statement that the nation’s electric 
reliability faces challenges such as the loss of 
coal-fired generation due in part to 
Environmental Protection Agency (EPA) 
regulations, the intermittency of renewables, 
and the significant permitting delays plaguing 
natural gas and hydropower. He added that as 
the grid becomes more reliant on information 
technology and digital communication, it 
becomes more vulnerable to both physical and 
cyber threats. Whitfield noted utilities plan to 
invest $60 billion through 2024 to improve 
transmission infrastructure, which he said holds 
the potential for the more cost-effective 
delivery and use of power. He said the 
discussion draft prepares the grid for the future 
by including provisions that resolve conflicts 
between grid reliability and environmental 
protections. He touted provisions requiring the 
Department of Energy (DOE) to develop a 
plan for the creation of a Strategic Transformer 
Reserve, and a volunteer program to enhance 
grid security against cyber threats. Whitfield 
noted the draft requires FERC to work with 
each Regional Transmission Organization 
(RTO) to encourage a diverse generation 
portfolio, long-term reliability and price 
certainty for customers, and enhanced 
performance assurance during peak periods. 
 
Ranking Member Bobby Rush (D-IL) said 
recent cyber-attacks on both public and private 
entities highlight the importance of the hearing. 
He voiced concern with Section 1202 of the 
discussion draft, which would require FERC to 
conduct independent reliability analysis of any 
major rule that would have a major impact on 
electricity generating units, with “major rule” 
described as any rule that would cost over $1 

billion annually. Rush expressed hope that the 
discussion draft is not simply a veiled attempt 
to circumvent the EPA’s Mercury and Air 
Toxics Standards (MATS) rule and Clean 
Power Plan (CPP). 
 
Bardee told the Subcommittee in his testimony 
that Section 1201 of the draft seeks to resolve 
conflicts between requirements imposed by 
various environmental laws and the Federal 
Power Act, by stating that compliance with the 
latter will not be considered a violation of the 
former. He said Section 1202 would require 
FERC to conduct analyses of regulations 
proposed by other agencies if they may impact 
an electrical generating unit and have an annual 
impact on the economy of $1 billion or more. 
He told the Subcommittee that “it is difficult 
for me to foresee and understand the 
ramifications of this proposal from the 
perspective of Commission workload or 
otherwise.” Bardee indicated that Section 1202 
should be clarified so that the Electric 
Reliability Organization (ERO), regional 
entities and others must conduct timely 
analyses as well. Bardee said Section 1204 
would allow DOE to require actions to address 
grid security emergencies if the President 
declares such an emergency.  
 
Upcoming Hearings and Events 
 
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. Lucas Rogers and Marc Pitarresi 
contributed to this report. Updates on energy and 
environment issues are available during the week on 
twitter. 
 
DEFENSE 
 
Obama Speech Highlights “National 
Security Implications of a Changing 
Climate” 
 
Key Points: 

 The President reiterated his position that 
climate change and national security are linked 

 Obama details steps the DOD is taking to 
prepare for projected global instability 

 
On May 20, President Barack Obama made 
remarks on the effects of climate change in the 
context of national security at the United States 
Coast Guard Academy commencement. 
Obama contended “that climate change 
constitutes a serious threat to global security, 
an immediate risk to our national security.” He 
asserted that “it will impact how our military 
defends our country…[a]nd so we need to act -
- and we need to act now.” Obama claimed 
that “[a]round the world, climate change 
increases the risk of instability and conflict.” 
He stated that “[r]ising seas are already 
swallowing low-lying lands, from Bangladesh to 
Pacific islands, forcing people from their 
homes…[and] [g]lobally, we could see a rise in 
climate change refugees.” Obama stated that 
“more intense droughts will exacerbate 
shortages of water and food, increase 
competition for resources, and create the 
potential for mass migrations and new 
tensions.” He said that “[a]ll of which is why 
the Pentagon calls climate change a ‘threat 
multiplier.’”  
 

Obama remarked that “climate change means 
Arctic sea ice is vanishing faster than ever” and 
added that “[b]y the middle of this century, 
Arctic summers could be essentially ice free.” 
He said that “[w]e’re witnessing the birth of a 
new ocean -- new sea lanes, more shipping, 
more exploration, more competition for the 
vast natural resources below.” Obama stated 
that “[i]n  Alaska, we have more than 1,000 
miles of Arctic coastline.” He asserted that 
“[t]he United States is an Arctic nation, and we 
have a great interest in making sure that the 
region is peaceful, that its indigenous people 
and environment are protected, and that its 
resources are managed responsibly in 
partnership with other nations.”  
 
Obama contended that “[c]limate change poses 
a threat to the readiness of our forces.” He 
stated that “[m]any of our military installations 
are on the coast, including, of course, our 
Coast Guard stations.” Obama stated that 
“[a]round Norfolk, high tides and storms 
increasingly flood parts of our Navy base and 
an airbase…[i]n Alaska, thawing permafrost is 
damaging military facilities…[and] [o]ut West, 
deeper droughts and longer wildfires could 
threaten training areas our troops depend on.” 
 
Obama stated that “[a]cross our military, our 
bases and ports are using more solar and wind, 
which helps save money that we can use to 
improve readiness.” He said that “[t]he Army is 
pursuing new, lighter, more fuel-efficient 
vehicles…[and] [t]he Air Force F-22 broke the 
sound barrier using biofuels.” Obama asserted 
that “the Navy runs an entire carrier strike 
group -- the Green Fleet -- with 
biofuels…[and] [o]ur Marines have deployed to 
Afghanistan with portable solar panels, 
lightening their load and reducing dangerous 
resupply missions.” He claimed that “fighting 
climate change and using energy wisely also 
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makes our forces more nimble and more 
ready.” 
 
In concert with the speech, the White House 
released a report that it characterized as 
“draw[ing] from some of the reports published 
by the Federal government addressing the 
national security implications of climate 
change…including the Third National Climate 
Assessment, the White House’s 2015 National 
Security Strategy, the Department of Defense’s 
2014 Quadrennial Defense Review, and the 
Department of Homeland Security’s 2014 
Quadrennial Homeland Security Review.” 
 
Subcommittee Releases and Marks Up FY 
2016 DOD Appropriations 
 
Key Points: 

 The House Appropriations Committee’s 
Defense Subcommittee reports out a package 
that would add $38 billion to the 
Administration’s OCO request to circumvent 
the cap on 050 spending 

 
On May 19, the House Appropriations 
Committee’s Defense Subcommittee released 
the draft FY 2016 Department of Defense 
(DOD) Appropriations Act that the 
Subcommittee marked up in a closed session 
on May 20. Per the FY 2016 budget resolution 
(S.Con.Res.11), the Subcommittee will shift 
part of the Administration’s base budget 
request to Overseas Contingency Operations 
accounts to circumvent the cap on budget 
function 050 funding. In its summary, the 
Subcommittee claimed that the bill “provides 
$578.6 billion in discretionary funding, an 
increase of $24.4 billion above the fiscal year 
2015 enacted level and $800 million above the 
President’s request…[that] includes $88.4 
billion in Global War on Terrorism (GWOT) 
funding for war efforts and related costs, which 
is within the level assumed in the House and 

Senate budget conference agreement.” The 
$88.4 billion is actually the OCO funds (Title 
IX of the package). 
 
The Subcommittee broke out the funding by 
title including the base budget and the 
GWOT/OCO funds thusly: 

 Military Personnel and Pay – The 
legislation includes $133.2 billion – 
$122.8 billion in base funding and $10.5 
billion in GWOT funding 

 Operation and Maintenance –
 Included in the legislation is $218.8 
billion – $162.3 billion in base funding 
and $56.5 billion in GWOT funding 

 Research and Development – The 
bill contains $67.9 billion – $66.2 billion 
in base funding and $1.7 billion in 
GWOT funding 

 Equipment Procurement – The 
legislation provides a total of $116.7 
billion – $98.6 billion in base funding 
and $18.1 billion in GWOT funding 

 Defense Health and Military Family 
Programs – The bill contains $31.7 
billion – $667 million below the fiscal 
year 2015 enacted level and $813 
million below the request. 

 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH 
 
Energy and Commerce Reports 21st 
Century Cures Legislation 
 
Key Points 

 Full Committee favorably reports 21st 
Century Cures legislation in unanimous vote 

  
The House Energy and Commerce Committee 
held a markup of the 21st Century Cures Act 
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(H.R. 6). After adoption of the manager’s 
amendment, the bill was reported favorably by 
a vote of 51-0. Bipartisan Members of the 
Committee expressed support for various 
aspects of the bill, noting its support for 
biomedical research and the inclusion of 
important telehealth provisions. Chairman Fred 
Upton (R-MI) discussed the importance of a 
system that keeps pace with medical advances, 
and said this legislation paves the way for 
patients to have access to critical drugs and 
treatments faster.  
 
Ranking Member Frank Pallone (D-NJ) stated 
that the bill bolsters biomedical research, and 
expressed support for the bill’s increased 
funding for the National Institutes of Health 
(NIH). He said there was still some 
disagreement over pay-fors that he said must 
be resolved before it is a final product. 
Representative Diana DeGette (D-CO) 
discussed her support for NIH funding, and 
for advancements to precision medicine. She 
said the bill modernizes clinical trials, and 
brings the patient perspective into the approval 
process, priority review of breakthrough 
devices, the use of biomarkers, and the 
development of new drugs.  
 
The manager’s amendment adopted by the 
Committee included additional funding for the 
U.S. Food and Drug Administration (FDA) 
through the creation of a Cures Innovation 
Fund to help support regulatory 
modernization. Upton said that user fees paid 
to the FDA would no longer face the threat of 
budget sequestration, and that the manager’s 
package also included a specific provision for 
tick-borne diseases. Pallone joined other 
Democrats in expressing support for additional 
FDA funding and protecting FDA user fees 
from sequestration cuts.  
 

A number of amendments were discussed and 
then withdrawn. 
 

 Drug Price Transparency: 
Representative Jan Schakowsky (D-IL) 
said this amendment would improve 
transparency in drug prices by requiring 
manufacturers seeking FDA approval 
to disclose the research and 
development costs for that drug and 
identify and offset any NIH funding 
received. 

 Medical Marijuana: Representative 
Morgan Griffith (R-VA) expressed 
support for the development of a “sane 
policy” on medical marijuana supported 
with NIH research. He said more 
information is needed as people are 
currently experimenting with use and 
seeing results. Upton pledged to work 
with him on this issue as the legislation 
goes to the Floor.  

 Priority Review Vouchers: 
Representative G.K. Butterfield (D-
NC) said this amendment would bring 
a small technical improvement to the 
pediatric Priority Review Voucher 
(PRV) program.  

 Part D Negotiation: Representative 
Peter Welch (D-VT) said the 
amendment would allow Medicare Part 
D to negotiate prices when purchasing 
prescription drugs.  

 Clinical Trials: Representative Bobby 
Rush (D-IL) said the purpose of this 
amendment is to ensure inclusion of 
underrepresented communities in 
clinical trials.  

 
The legislation carries a cost of approximately 
$13 billion, which is fully offset by the pay-fors 
included in the package. These include a 
provision raising over $5 billion by selling oil 
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through the Strategic Petroleum Reserve (SPR), 
and another provision related to the timing of 
payments under the Medicare Advantage (MA) 
program.  
 
Last week, the legislation was reported 
favorably to the Full Committee by voice vote. 
The legislation underwent further revisions 
following the Subcommittee markup. 
Bipartisan negotiations to find acceptable 
offsets continued into this week, before the 
Committee reached an agreement right before 
the markup was reconvened on Thursday. The 
legislation may undergo further changes before 
it is brought for a vote by the full House. The 
timing of consideration of this bill on the 
House Floor is not yet known, and the parallel 
Senate effort is still being developed at the 
HELP Committee level.  
 

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

 
House Passes Short-Term Extension 
 
Key Points: 

 House passes a two-month reauthorization, 
and the Senate is expected to do the same no 
later than this weekend 

 
This week, Congress appears poised to pass an 
extension of current surface transportation 
authorities and funding until July 31, 2015. On 
May 19, the House passed the “Highway and 
Transportation Funding Act of 2015” (H.R. 
2353) by a 387-35 vote (with Representative 
Mark Amodei (R-NV) voting “present.”) The 
Senate is expected to take up H.R. 2353 after 
finishing with trade promotion and National 
Security Agency (NSA) legislation. 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.  
 
During consideration, House Transportation 
and Infrastructure Committee Chairman Bill 
Shuster (R-PA) stated that “H.R. 2353 is a 
clean extension of the surface transportation 
programs, funded at the authorized amounts 
for fiscal year 2014.” He said that “[n]o transfer 
of funding to the HTF is necessary because the 
trust fund will remain solvent during the 
period.” Shuster said that “[h]owever, we will 
more than likely have to pass another short-
term patch before the August recess and take 
steps to ensure the HTF remains solvent.” He 
asserted that “a short-term extension through 
the end of July was not our preferred path 
forward…[and] [o]ur hope was to extend the 
surface programs through the end of the 
calendar year.” Shuster added that “[a] longer 
extension would also have allowed us to focus 
on finding a long-term funding solution within 
the context of tax reform without the 
distraction of needing to address a shortfall in 
the HTF later this summer.” He said that 
“[u]nfortunately, we were unable to reach an 
agreement on a 7-month extension, and so we 
are left with a 2-month patch.” 
 
House Transportation and Infrastructure 
Committee Ranking Member Peter DeFazio 
(D-OR) asserted that “[o]ur system is falling 
apart: 140,000 bridges on the National 
Highway System need repair or replacement; 40 
percent of the surface National Highway 
System is in such bad shape we have to dig up 
the roadbed and resurface; and we have an $86 
billion backlog in transit just to bring the 
existing transit up to a state of good repair.” He 
contended that “[t]he United States of America 
has gone from number one in the world, 
unparalleled in terms of its infrastructure in the 
Eisenhower era and through a good deal of the 
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latter part of the last century, to 26th and 
falling fast.” DeFazio said that “[w]e are 
investing less of a percentage of our GDP in 
infrastructure repairs and maintenance--let 
alone, building out a new system--than virtually 
every nation in the world.” He said that “[w]e 
cannot continue to kick this can down the 
road…[and] we will reluctantly go along with a 
2-month patch because, if we do not act today, 
at the end of this month, June 1, 4,000 people 
will be laid off at [the Department of 
Transportation] and all Federal funding for 
surface transportation and transit would stop.”  
 
On May 19, the Office of Management and 
Budget (OMB) released its Statement of 
Administration Policy (SAP) on H.R. 2353 in 
which it asserted that “the Administration does 
not oppose passage of H.R. 2353, recognizing 
that a short-term extension of these authorities 
will be necessary in order for the Congress to 
complete work on a long-term bill that 
increases investment to meet the Nation’s 
infrastructure needs.” OMB added that 
“[u]nfortunately, H.R. 2353 represents yet one 
more short-term extension coming on top of 
the several short-term extensions that preceded 
it.” OMB said that the Administration’s 
“GROW AMERICA Act, which would 
provide robust funding for all modes of surface 
transportation…[and] is fully paid for through 
existing revenues and by reforming the 
business tax system to help create jobs and 
spur investment while eliminating loopholes 
that reward companies for moving profits 
overseas.” 
 
On May 18, the Congressional Budget Office 
(CBO) issued its cost estimate for H.R. 2353 in 
which the CBO stated that “based on 
information from the Department of 
Transportation (DOT), CBO estimates that 
implementing the provisions of H.R. 2353 
would not cause the balances in the Highway 

Trust Fund to fall below the minimum cash 
balances needed by DOT to meet obligations 
presented to the trust fund in a timely manner 
through the end of July, 2015.”   
 
Senate Commerce Hearing 
 
Key Points: 

 The committee of jurisdiction over the FAA in 
the Senate holds the last in a series of hearings 
on reauthorization of FAA authorities and 
funding set to expire at the end of the fiscal 
year. 

 The Committee focused on the air traffic 
controller system, including proposals to 
restructure or private operations 

 
On May 19, the Senate Commerce, Science, 
and Transportation Committee held a hearing 
to discuss potential structural changes to the 
management of the U.S. Air Traffic Control 
(ATC) system by the Federal Aviation 
Administration (FAA) in anticipation of new 
FAA reauthorization legislation. Topics 
discussed during the hearing included, but were 
not limited to: (1) addressing funding 
uncertainty; (2) impact of FAA restructuring; 
(3) design of new governance structure; (4) 
cybersecurity threats; (5) price discrimination; 
and (6) airlines and the rail industry. 
 
Chairman John Thune (R-SD) stated that the 
hearing concludes a series of hearings on 
reauthorization of the FAA, focusing today on 
the U.S. ATC system. He emphasized that 
modernization is necessary to meet increased 
demand and improve system efficiency. He 
noted that while some progress has been made 
in modernizing the ATC system, the overall 
program has exceeded projected cost and 
completion deadlines, most visibly in the 
implementation of the Next Generation Air 
Transportation System (NextGen). He 
commented that components of Next Gen 
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such as satellite navigation and improved air 
traffic management have been in development 
for over 15 years, while completion of these 
goals “seems to be more than a decade away.” 
He cited a National Research Council report 
that concluded that NextGen “seems to be 
more about incremental programs and 
improvements, rather than a transformational 
change.” He stated that modernization delays, 
along with consistent budgetary issues based on 
the system’s reliance on the annual 
appropriations process, have called into 
question whether the current ATC structure 
needs to be reformed. He noted that FAA 
would continue to be responsible for the safety 
oversight of the airspace system no matter how 
the ATC was restructured.  
 
Ranking Member Bill Nelson (D-FL) stated 
that the negative impact of funding uncertainty 
and sequestration have directly led to agency 
programmatic and operational problems. He 
stressed that sequestration forces 
“irresponsible” budget decision on domestic 
and defense programs. He argued that creating 
budget certainty is more important than 
privatizing the ATC for the long-term success 
of the FAA. He noted that the last FAA 
reauthorization bill took four years to pass, 
necessitating 23 short-term extensions and a 
partial shutdown of the FAA. He said budget 
concerns have put ATC modernization on hold 
and have become consistent barriers to success. 
He emphasized the important of Department 
of Defense (DOD) interests, highlighting their 
role in the ATC system, and stated that military 
leadership is not in favor of the privatization of 
the ATC system.  
 
FAA Administrator Michael Huerta testified 
that the upcoming FAA reauthorization 
provides the opportunity to foster 
improvement and innovation. He stressed that 
the most pressing problem to be addressed is 

budget inconsistency and the lack of budgetary 
flexibility. He said NextGen installation relies 
heavily on connections within the agency and 
emphasized that a restructuring of the ATC 
system should ensure these relationships 
remain strong. He stated that implementation 
of NextGen has already provided benefits to 
the ATC system, saying FAA has completed 
installation of its high altitude ATC system 
known as the En Route Automation 
Modernization (ERAM) program and installed 
Automatic Dependent Surveillance-Broadcast 
(ADS-B) at all ground facilities. Huerta stressed 
that FAA has improved flight paths around 
select busy airports and is expanding the 
program. He said the FAA has clear benefit 
priorities moving forward, including improved 
separation standards for heavy aircraft, better 
coordination of traffic on airport tarmacs, and 
streamlined departure through improved 
communication. He said the NextGen systems 
already installed have generated $1.6 billion in 
economic benefits and will generate $11.5 
billion over the next 15 years.  
 
Business Roundtable President John Engler 
contended that the U.S. no longer has the most 
technologically advanced or cost effective ATC 
system in the world, relying mainly on 1960’s 
technology. He expressed concerned about the 
pace of NextGen implementation, saying that 
the original vision is not what is being 
implemented. He commented that airlines are 
not incentivized to make investments in 
NextGen technology. He emphasized that 
ATC system modernization projects are stalled 
or postponed because the “broken” budgetary 
process creates funding uncertainty and limits 
the FAA’s ability to plan for project costs. He 
noted that the FAA has a capital modernization 
project backlog of $20 billion. He asserted that 
the FAA’s lack of long-term bonding authority 
prevents the agency from raising sufficient 
fund for large projects. He recommended 
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separating the management of air traffic 
controllers from the regulatory components of 
the FAA, as well as creating a governance 
structure over ATC by a board of industry 
stakeholders. He contended that ATC needs a 
revenue structure that is self-sustaining.   
 
Takata Recall 
 
Key Points: 

 The DOT and NHTSA announce a broader 
recall of cars with Takata airbags and a 
consent order 

 
On May 19, the Department of Transportation 
(DOT) and the National Highway Traffic 
Safety Administration (NHTSA) announced a 
consent order with Takata that involves a wider 
recall of its air bags that have been identified as 
the cause of a number of deaths and injuries. 
The DOT and NHTSA “announced that at the 
Department’s insistence, air bag manufacturer 
Takata has acknowledged that a defect exists in 
its air bag inflators.” The DOT and NHTSA 
stated that “Takata has agreed to a national 
recall of certain types of driver and passenger 
side air bag inflators…[and] [t]hese inflators 
were made with a propellant that can degrade 
over time and has led to ruptures that have 
been blamed for six deaths worldwide.” The 
DOT and NHTSA stated that “[t]he action 
expands the number of vehicles to be recalled 
for defective Takata inflators to nearly 34 
million.” 
 
The DOT and NHTSA stated that “[t]he 
actions expand regional recalls of Takata 
passenger-side inflators, currently limited to 
areas of high absolute humidity, to nationwide 
recalls involving more than 16 million 
vehicles…[and] also expand the current 
nationwide recall of driver-side inflators to 
more than 17 million vehicles.” The DOT and 
NHTSA stated that “[i]t’s anticipated that the 

remedy of vehicles will be prioritized based 
upon risk, with the vehicles that present the 
greatest risk in terms of age and geographic 
location to be serviced first.” 
 
The DOT and NHTSA stated that “[t]esting 
and investigation by Takata, auto 
manufacturers, and independent researchers 
have not yet established a definitive root cause 
of the inflator malfunctions.” The DOT and 
NHTSA said that “NHTSA’s analysis of test 
results and engineering reports from 
independent organizations points to moisture 
infiltrating the defective inflators over extended 
periods of time as a factor.” 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201. Greg 
Frink contributed to this section.  
 
TECHNOLOGY 
 
Senate Action on NSA Authority Unclear 
 
Key Points: 

 The Senate grappled with how to address 
expiring NSA activities and may pass 
legislation this weekend ahead of the June 1 
expiration 

 
This week, the Senate wrestled with how to 
address expiring authorities used by the 
National Security Agency (NSA) in its 
surveillance activities. Senate Majority Leader 
Mitch McConnell (R-KY) remained opposed to 
passing the House-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), but many opponents of the NSA’s 
Section 215 activities opposed a short-term 
extension offered by McConnell and Senate 
Intelligence Committee Chairman Richard Burr 
(R-NC) (S. 1357). On May 21, McConnell filed 
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petitions to invoke cloture on the motion to 
proceed to H.R. 2048 and S. 1357, setting up 
possible weekend votes.  
 
On May 20, Senator Rand Paul (R-KY) held 
the Senate floor for over 10 hours, explaining 
his opposition to any extension of the NSA’s 
authorities. Paul was assisted by like-minded or 
allied Senators, including Ron Wyden (D-OR), 
Ted Cruz (R-TX), and Mike Lee (R-UT). 
However, it is unclear whether Paul, or other 
Senators, would move to block passage of H.R. 
2048. Paul has been quoted as saying that he 
wants the opportunity to offer amendments, 
which, if granted, could require the House 
considering an amended bill.  
 
In its May 12 Statement of Administration 
Policy on H.R. 2048, the Office of 
Management and Budget (OMB) expressed the 
Administration’s strong support of the bill, 
“which strikes an appropriate balance between 
significant reform and preservation of 
important national security tools.” OMB 
asserted that “[t]he bill strengthens the Foreign 
Intelligence Surveillance Act’s (FISA) privacy 
and civil liberties protections, while preserving 
essential authorities our intelligence and law 
enforcement professionals need to protect the 
Nation.” OMB stated that “[t]he bill would 
implement various reforms, including 
prohibiting bulk collection through the use of 
Section 215, FISA pen registers, and National 
Security Letters, while maintaining authorities 
to conduct more targeted collection.” OMB 
asserted that H.R. 2048 “also enhances 
transparency by expanding the amount of 
information providers can disclose and 
requiring the government to increase its public 
reporting as well.” OMB contended that “[t]he 
USA FREEDOM Act’s significant reforms 
would provide the public greater trust and 
confidence in our national security programs 
and the checks and balances that form an 

integral part of their operation.” OMB stated 
that “[w]ithout passage of this bill, critical 
authorities that this legislation would reform 
could expire on June 1.” 
 
Hearing on Cybersecurity in the Financial 
Services Sector 
 
Key Points: 

 The House Financial Services Committee 
looks at the current practices and gaps in the 
cybersecurity posture of the financial services 
industry  

 
On May 19, the House Financial Services 
Committee’s Financial Institutions and 
Consumer Credit Subcommittee held a hearing 
entitled “Protecting Critical Infrastructure: 
How the Financial Sector Addresses Cyber 
Threats.” Topics discussed in the hearing 
included, but were not limited to: (1) 
information sharing; (2) simulations; (3) nation 
state attacks; (4) regulation; (5) response 
capabilities; (6) enforcement; (7) payment 
systems; (8) critical infrastructure; and (9) small 
financial institutions. 
 
Chairman Randy Neugebauer (R-TX) 
emphasized the importance of the financial 
sector to the broader economy and said the 
financial sector has become a top target of 
cyberattacks. He noted that a recent 
Depository Trust & Clearing Corporation 
(DTCC) study highlighted cybersecurity as the 
top concern for financial institutions. He 
pointed to the concerns raised by Securities and 
Exchange Commission (SEC) Chair Mary Jo 
White and Treasury Secretary Jacob Lew on 
cybersecurity. Neugebauer said the financial 
sector has been a leader in engagement on 
cyber issues but raised concerns that there are 
still vulnerabilities. He emphasized that cyber 
criminals are continuously searching for 
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weaknesses. He emphasized the importance of 
contingency preparation and information 
sharing.  
  
Ranking Member William Lacy Clay (D-MO) 
expressed interest in the financial services 
industry’s ability to detect, prevent and respond 
to cyberattacks. He noted that the financial 
services industry has been attacked by a wide 
variety of actors. He stressed the need to 
ensure that financial institutions and their 
regulators must have the ability to respond to 
threats. He emphasized the need to provide 
regulators with adequate resources to defend 
against cyberattacks.  
 
SIFMA President and Chief Executive Officer 
Kenneth E. Bentsen, Jr. emphasized the danger 
of a large-scale cyberattack destroying books 
and records. He noted that SIFMA has begun a 
multi-year plan to identify and address 
cybersecurity vulnerabilities. He said SIFMA 
recently published its “Principles for Effective 
Cybersecurity Regulatory Guidance,” which 
calls for regulations to be harmonized across 
agencies for greater effectiveness. He noted 
that these principles build upon the National 
Institute of Standards and Technology (NIST) 
Cybersecurity Framework. Bentsen said SIFMA 
has assembled a working group to develop a 
diagnostic on the U.S. equity and Treasury 
markets. He noted that after mapping process 
flows within the markets, a workshop was held 
during which a set of 10 diverse cyber-risk 
scenarios were applied to the markets and a 
number of potential risks or vulnerabilities 
were identified. He said the results of these 
scenarios are being addressed via a number of 
public and private sector working groups. 
Bentsen stated that in support of the Financial 
Services Sector Coordinating Council (FSSCC), 
SIFMA launched a multi-faceted approach to 
engaging the government in order to facilitate a 
common understanding of how the capital 

markets will be supported in the event of an 
attack and what mechanisms and capabilities 
are available for defending the markets, and in 
turn investors, while re-establishing public 
confidence in the recovery. Bentsen said 
SIFMA has worked to improve cybersecurity 
information sharing. He offered several 
recommendations including: (1) the 
government should provide more clarity on 
how the roles of various government 
authorities match up with specific aspects of 
cybersecurity; (2) the government should 
provide higher quality and more frequent 
classified briefings to the financial sector; and 
(3) Congress should pass information sharing 
legislation.  
 
Financial Services Sector Coordinating Council 
Executive Director Greg Garcia said the 
financial sector operates over information and 
communications technology platforms, making 
cybersecurity of paramount importance to the 
sector. He suggested that a successful 
cybersecurity or physical attack on these 
systems could have significant impacts on the 
global economy and the nation. He said 
malicious cyber actors with increasing 
sophistication and persistence continue to 
target the financial services sector. He noted 
these actors vary considerably in terms of 
motivation and capability, from nation states 
conducting corporate espionage to advanced 
cyber criminals seeking to steal money, to 
hacktivists intent on making political 
statements. Garcia said the mission of the 
FSSCC is to strengthen the resiliency of the 
financial services sector against attacks. He 
stated that FSSCC has four main objectives: (1) 
implement and maintain structured routines for 
sharing timely and actionable information 
related to cyber and physical threats and 
vulnerabilities among firms, across sectors of 
industry, and between the private sector and 
government; (2) improve risk management 
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capabilities and the security posture of firms 
across the financial sector and the service 
providers they rely on by encouraging the 
development and use of common approaches 
and best practice; (3) collaborate with 
homeland security, law enforcement and 
intelligence communities, financial regulatory 
authorities, other industry sectors, and 
international partners to respond to and 
recover from significant incident; and (4) 
discuss policy and regulatory initiatives that 
advance infrastructure resiliency and security 
priorities through robust coordination between 
government and industry.  
 
Letter on Encryption 
 
Key Points: 

 A broad coalition of groups, figures, and 
corporations pressed the White House to reject 
calls from national security agencies to require 
that encrypted U.S. devices have backdoors 
accessible by law enforcement 

 
On May 19, “nearly 150 privacy and human 
rights organizations, technology companies and 
trade associations, and individual security and 
policy experts” sent a letter to President Barack 
Obama “to respond to recent statements by 
some Administration officials regarding the 
deployment of strong encryption technology in 
the devices and services offered by the U.S. 
technology industry. Those officials have 
suggested that American companies should 
refrain from providing any products that are 
secured by encryption, unless those companies 
also weaken their security in order to maintain 
the capability to decrypt their customers’ data 
at the government’s request. They urged him 
“reject any proposal that U.S. companies 
deliberately weaken the security of their 
products.” The signatories include Apple, 
Google, and three of the five members of the 

President’s Review Group on Intelligence and 
Communications Technologies 
 
The signatories stated that 
“[e]ncryption…protects us from innumerable 
criminal and national security threats…[and] 
[t]his protection would be undermined by the 
mandatory insertion of any new vulnerabilities 
into encrypted devices and services.” They 
stated that “[w]hether you call them “front 
doors” or “back doors”, introducing intentional 
vulnerabilities into secure products for the 
government’s use will make those products less 
secure against other attackers.” The signatories 
asserted that “[e]very computer security expert 
that has spoken publicly on this issue agrees on 
this point, including the government’s own 
experts.” 
 
The signatories stated that “[i]n addition to 
undermining cybersecurity, any kind of 
vulnerability mandate would also seriously 
undermine our economic security.” They 
claimed that “U.S. companies are already 
struggling to maintain international trust in the 
wake of revelations about the National Security 
Agency’s surveillance programs.” The 
signatories stated that “[i]ntroducing mandatory 
vulnerabilities into American products would 
further push many customers—be they 
domestic or international, individual or 
institutional—to turn away from those 
compromised products and services.” 
 
The signatories stated that “[t]he 
Administration faces a critical choice: will it 
adopt policies that foster a global digital 
ecosystem that is more secure, or less?’ They 
noted that “the President’s Review Group on 
Intelligence and Communications 
Technologies…unanimously recommended in 
their December 2013 report that the US 
Government should  
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“(1) fully support and not undermine 
efforts to create encryption standards;  
(2) not in any way subvert, undermine, 
weaken, or make vulnerable generally 
available commercial software; and  
(3) increase the use of encryption and 
urge US companies to do so, in order 
to better protect data in transit, at rest, 
in the cloud, and in other storage.”  

 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201. Alex 
Barcham contributed to this section. 
 
This Week in Congress was written by Laura 
Simmons.  
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