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TAX 
 
Senate Finance Committee Holds Hearing 
on Debt-Equity Aspects of Corporate 
Integration; Ways and Means Holds 
Hearing on Tax Reform 
 
Key Points: 

 The hearing was the second in a series and 
focused on issues around debt versus equity 
distinction and incentives in the tax code. 

 The House Ways and Means Committee’s 
Tax Policy Subcommittee continues to focus on 
comprehensive tax reform policy 

 
The Senate Finance Committee held the 
second hearing of a series focused on corporate 
integration. The hearing examined issues 
around debt versus equity distinction. Former 
Joint Committee on Taxation (JCT) Chief of 
Staff John Buckley, who testified at the hearing, 
suggested that corporate integration could 

violate U.S. tax treaties, explaining that many 
shareholders are foreign investors who pay 
either no taxes or a reduced tax rate because of 
treaties.  
 
Chairman Orrin Hatch’s (R-UT) corporate 
integration proposal, expected to be released in 
June, would allow for corporate deductions of 
dividend payments is and could implement 
nonrefundable 35 percent withholding on both 
interest and dividends with the intention of 
equalizing the treatment of debt and equity. He 
reported the plan currently raises revenue and 

This Week in Congress 

 House – The House passed the Senate amendment to the “TSCA Modernization Act 
of 2015” (H.R. 2576) and the “Zika Vector Control Act” (H.R. 897). The House 
voted down the “Energy and Water Development and Related Agencies 
Appropriations Act, 2017” (H.R. 5055) by a vote of 112 – 305.  

 Senate –The Senate adopted H.J. Res. 88, to disapprove of the Department of Labor’s 
rule regarding the definition of the term “fiduciary” and passed S.J.Res.28, to 
disapprove of the Department of Agriculture’s rule related to the inspection of catfish. 
The Senate invoked cloture on the motion to proceed to the “National Defense 
Authorization Act” (S. 2943). The vote on “TSCA Modernization Act of 2015” 
(H.R. 2576) was postponed due to an objection from Senator Rand Paul (R-KY). 

 
Next Week in Congress 

 House – The House will be in recess. 

 Senate – The Senate will be in recess. 
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he is working to it make it revenue-neutral.  
 
The House Ways and Means Committee’s Tax 
Policy Subcommittee held a hearing on 
“Perspectives on the Need for Tax Reform” to 
examine current economic conditions that are 
driving the need for tax reform. Topics 
discussed at the hearing included: the economic 
impact of Treasury’s Section 385 guidance and 
the OECD’s Base Erosion and Profit Shifting; 
how important it is that tax reform is revenue 
neutral; and different policy options for 
corporate tax reform.  
 
Details of GOP Tax Reform Blueprint 
Begin to be Shared 
 
Key Points: 

 House Republicans are expected to release a 
tax reform blue print by the end of June that 
may contain proposals discussed during House 
Ways and Means Committee Members’ day 
hearings. 

 
Speaker Paul Ryan (R-WI) told the Republican 
Caucus that each of the GOP Policy Task 
Forces’ blue prints will be released on a weekly 
basis following the upcoming recess. The tax 
blueprint is expected to be one of the last ones 
released. 
 
The blueprint is intended to act as a guide for 
future comprehensive tax reform and is not 
expected to contain legislative language, rather 
it will outline where House Republicans want 
to go with tax reform. Representative Kenny 
Marchant (R-TX) said that Ryan will decide 
which tax proposals are included in the final 
draft of the blueprint.  
 
JCT Official Says Treasury Inversion Rules 
Are Not Long Term Solution 
 
Key Points: 

 JCT’s legislative counsel said that the Treasury 
inversion rules will not be the “ultimate 
solution” for stopping inversions. 

 
Viva Hammer, the legislative counsel for the 
Joint Committee on Taxation, said that the 
inversion rules recently issued by the 
Department of the Treasury will not be able to 
stop corporate inversions from occurring. She 
implied that Congress will need to act to make 
structural reforms to the international tax code 
to ultimately halt the behavior. She also 
expressed uncertainty that comprehensive tax 
reform could occur without the U.S. shifting to 
a territorial system.  
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Laura 
Simmons contributed to this section.    
 
FINANCIAL SERVICES 
 
Senate Banking Committee Holds 
Hearings on the Iran Sanctions Deal 
 
Key Points: 

 Republican Senators raised concerns that the 
Administration is encouraging foreign banks 
to do business with Iran. Senators also 
expressed concern that the Administration is 
exceeding its requirements under the JCPOA 
by encouraging foreign firms to do business in 
Iran. 

 
This week the Senate Banking Committee held 

Upcoming Dates 
July 15, 2016:  FAA extension expires 
November 8, 2016: Election Day   
March 2017: Debt limit suspension 
ends 
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a pair of hearings to discuss “Understanding 
the Role of Sanctions Under the Iran Deal.” At 
their May 24 hearing the Committee heard 
testimony from private sector witnesses, while 
at the May 25 hearing the Committee received 
testimony from Acting Under Secretary of the 
Treasury for Terrorism and Financial Crimes 
Adam Szubin, and Department of State Lead 
Coordinator for Iran Nuclear Implementation 
Stephen Mull. Chairman Richard Shelby (R-
AL), in a statement, emphasized the risks posed 
by granting Iran additional concessions in light 
of its demand for more economic relief. He 
suggested that while the Administration has 
campaigned for Iran’s reintegration into the 
world economy, there is nothing preventing 
Iran from using funds made available under the 
Joint Comprehensive Plan of Action (JCPOA) 
to further destabilize the region. He said Iran is 
continuing to contribute to terrorist 
organizations and invest in its ballistic missile 
program. He stressed that “the Administration 
must have the ability and the will to re-impose 
swift punitive measures should Iran not uphold 
its end of the agreement.”  
 
Ranking Member Sherrod Brown (D-OH), in a 
statement, noted that sanctions remain in place 
regarding Iran’s human rights abuses, ballistic 
missile activity, and sponsorship of terrorism. 
He expressed support for confirming Adam 
Szubin as Under Secretary of the Treasury for 
Terrorism and Financial Crimes. He said it is 
“inexcusable” that the Committee held up 
Szubin’s nomination for almost a year and that 
it is now being held up by Republican 
leadership. Brown stated that Iran has so far 
complied with all its JCPOA commitments, and 
as a result the U.S., Israel, and the region are 
safer and more secure. He emphasized the need 
for the Administration to enforce existing 
sanctions, designate new sanctions targets, 
block Iran’s pursuit of military technologies, 
and take other steps to confront Iran and its 

terrorist proxies like Hezbollah. He said 
Congress must also support robust military and 
other aid to regional partners like Israel. 
 
Chairman Shelby and Senators Tim Scott (R-
SC) and Tom Cotton (R-AR) expressed 
opposition to granting Iran access to dollarized 
transactions or offshore dollar clearing. Szubin 
emphasized that access to the dollar is not part 
of the JCPOA and Iran was not granted relief 
from the prohibition on accessing U.S. 
financial institutions. He said the “U-turn” 
transaction has not been reinstated. He stressed 
that U.S. financial institutions are still “off 
limits” to Iran, and he indicated that if a 
foreign institution is doing business with Iran, 
it is not prohibited by U.S. sanctions unless 
they are dealing with Islamic Revolutionary 
Guard Corps (IRGC) actors, so long as they 
“steer clear” of U.S. banks. He suggested that a 
bank in China doing transactions with Iran 
could do so in the renminbi, euros, yen, or any 
U.S. dollars it has on hand. He stressed that 
this is not the same as gaining access to the 
U.S. financial system. 
 
Senators Pat Toomey (R-PA), Bob Corker (R-
TN), Robert Menendez (D-NJ) and Mark Kirk 
(R-IL) raised concerns that the Administration, 
particularly Secretary of State John Kerry, is 
encouraging foreign banks and companies to 
invest in Iran. They suggested that the 
Administration is going beyond the 
requirements of the JCPOA in attempting to 
facilitate Iran’s reintegration into the 
international financial system. Mull and Szubin 
emphasized that the Administration is not 
encouraging any firms to invest in Iran. They 
stated that the Administration is simply 
responding to questions on the state of the 
current sanctions regime. 
 
Corker, Menendez, Cotton and Senator Mike 
Rounds (R-ID) expressed support for 
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extending the Iran Sanctions Act (ISA), which 
is scheduled to expire at the end of the year. 
They questioned whether the Administration 
supports an extension of the ISA and whether 
extension of the ISA would violate the JCPOA. 
Mull said the Administration is willing to work 
with Congress on an extension. He stated that 
the U.S. can snap back to the sanctions regime 
prior to the JCPOA without the ISA. Szubin 
said sanctions on missiles and terrorism are 
fair, as they are not precluded by the JCPOA. 
He suggested that if the new sanctions 
reimposed the old sanctions banning dealing 
with the Iranian central bank or purchases of 
Iranian crude oil and petrochemicals it would 
be viewed as dealing in bad faith by Iran and 
colleagues around the world. 
 
Senate Approves Resolution Disapproving 
the Department of Labor Fiduciary Duty 
Rule 
 
Key Points: 

 The resolution would disapprove and nullify 
the Department of Labor’s fiduciary duty rule. 

 The White House has indicated that President 
Obama would veto the resolution. 

 
On May 24, the Senate approved H.J. Res. 88 
by a vote of 56-41, with Democratic Senators 
Joe Donnelly (D-IN), Jon Tester (D-MT) and 
Heidi Heitkamp (D-ND) joining Republicans 
to vote in favor. The joint resolution would 
disapprove and nullify the Department of 
Labor’s (DOL) fiduciary duty rule. The joint 
resolution was passed in the House on April 
28, by a vote of 234-183. 
 
The White House has issued a Statement of 
Administration Policy (SAP) stating that 
President Obama would veto H.J. Res. 88 if it 
were passed. The SAP stated: 
 

The Department's final rule will ensure 
that American workers and retirees 
receive retirement advice in their best 
interest, better enabling them to protect 
and grow their savings. The final rule 
reflects extensive feedback from 
industry, advocates, and Members of 
Congress, and has been streamlined to 
reduce the compliance burden and 
ensure continued access to advice, 
while maintaining an enforceable best-
interest standard that protects 
consumers. It is essential that these 
critical protections go into effect. 

 
House Task Force Discusses the 
Coordinated Government Effort to Stop 
Terrorism Finance 
 
Key Points: 

 The House Financial Services Task Force to 
Investigate Terrorism Financing held a hearing 
to discuss the Government’s efforts to stop 
terrorism financing.  

 
On May 24, the House Financial Services 
Committee’s Task Force to Investigate 
Terrorism Financing held a hearing entitled 
“Stopping Terror Finance: A Coordinated 
Government Effort.” The hearing focused on 
the work of the Financial Crimes Enforcement 
Network (FinCEN) and the Treasury 
Department’s Office of Technical Assistance 
(OTA) to combat terrorism financing, what is 
needed to facilitate information sharing 
between the government and industry, and 
proposals related to reporting on beneficial 
ownership. Chairman Michael Fitzpatrick (R-
PA) explained terrorist financing continues to 
change, making information sharing amongst 
law enforcement critical. He stated government 
coordination is a necessity but he noted the 
government does not have a single 
implementation document for combating 

http://www.williamsandjensen.com/
https://www.congress.gov/bill/114th-congress/house-joint-resolution/88
https://www.whitehouse.gov/sites/default/files/omb/legislative/sap/114/saphjr88h_20160427.pdf
https://www.whitehouse.gov/sites/default/files/omb/legislative/sap/114/saphjr88h_20160427.pdf
http://financialservices.house.gov/calendar/eventsingle.aspx?EventID=400670


Williams & Jensen – Washington Update May 27, 2016 

   

  
 

 
Williams & Jensen, PLLC 

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

www.williamsandjensen.com 
 

Page 5 of 29 

terrorism financing. Ranking Member Stephen 
Lynch (D-MA) stated detecting and disrupting 
the flow of funds to terrorism is essential. He 
expressed support for FinCEN and other 
agencies engaged in combatting illicit finance.   
 
Fitzpatrick asked how technology has impacted 
terrorism financing to which FinCEN Director 
Jennifer Shasky Calvery stated technology has 
had positive and negative impacts. She noted 
the increase in information which can be used 
to uncover funding streams and suspicious 
activity, but noted technology also creates new 
products which can be used for financial crime. 
She stated FinCEN attempts to stay ahead of 
the financial technology (fintech) arena and she 
noted they have encouraged fintech to think 
about compliance and information sharing. 
Several Members asked about collaboration 
efforts being undertaken around the globe. 
Deputy Assistant Secretary of the Treasury 
Larry McDonald responded that some 
countries are more willing than others, but 
developing countries are generally receptive to 
assistance and interested in strengthening their 
AML-CFT regimes. Several Members asked 
about proposals to “pierce the corporate veil” 
and create beneficial ownership reporting 
requirements in the U.S. and the impact that 
would have on FinCEN’s ability to do its job. 
Calvery stated it would greatly help FinCEN do 
its job, since illicit actors use shell corporations 
to hide, adding that anything to improve 
transparency would be useful.  
 
House Passes Small Business Regulatory 
Relief Bills 
 
Key Points: 

 On May 23, the House passed two bipartisan 
bills aimed at reducing regulatory burdens on 
small businesses. 

 

On May 23, the House passed the “Fostering 
Innovation Act” (H.R. 4139) and the “SAFE 
Transitional Licensing Act of 2015” (H.R. 
2121). The Fostering Innovation Act, 
introduced by Representatives Kyrsten Sinema 
(D-AZ) and Michael Fitzpatrick (R-PA), would 
“extend for five years the temporary auditing 
exemption for emerging growth companies 
(EGCs) to comply with section 404(b) of the 
Sarbanes-Oxley Act.” The bill passed the 
House by a voice vote, and had previously 
passed the House Financial Services 
Committee on March 2, by a vote of 42 to 15. 
The bill has not yet been considered in the 
Senate. 
 
The SAFE Transitional Licensing Act of 2015, 
introduced by Representative Steve Stivers (R-
OH) would “provide mortgage loan originators 
a grace period to obtain a new license when 
they switch jobs so that they can continue to 
originate loans.” Under the bill, mortgage loan 
originators are required to register to a 
nationwide system and obtain state licenses if 
they work for a nonbank lender. If a mortgage 
loan originator either moves to a new state or 
switches from a depository institution to a 
nonbank lender they would be granted 120 
days to continue operation while applying for a 
new license. H.R. 2121 passed the House by a 
voice vote and had previously passed the 
House Financial Services Committee on March 
2, by a vote of 56 to 0.  Similar provisions are 
included in legislation approved by the Senate 
Banking Committee, the Financial Regulatory 
Improvement Act of 2015 (S.1484). However, 
Senate Democrats on the panel voted against 
S.1484 as there were other broader financial 
regulatory issues included in the bill.  
 
House Natural Resources Committee 
Approves Puerto Rico Relief Bill 
 
Key Points: 
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 On May 25, the House Natural Resources 
Committee voted 29-10 to approve H.R. 
5278, the “Puerto Rico Oversight 
Management and Economic Stability Act.” 
The House may consider the bill as early as 
the week of June 6. 

 
On May 24 and 25, the House Natural 
Resources Committee convened for the 
markup of H.R. 5278, the “Puerto Rico 
Oversight, Management, and Economic 
Stability Act”. The bill was favorably reported, 
as amended, by a 29-10 roll call vote.  
 
Chairman Rob Bishop (R-UT) said Puerto Rico 
is in the midst of a financial and economic 
crisis of historic proportions and he explained 
Congress has the power and responsibility to 
enact laws affecting Puerto Rico. He explained 
that the oversight board created by H.R. 5278 
will audit Puerto Rico’s finances, figure out the 
true asset picture, and develop fiscally 
responsible budgets to repay creditors and 
meet basic human needs. He reiterated the bill 
is not a bailout and creates a future for Puerto 
Rico by protecting existing investors and 
procuring future investments. Ranking Member 
Raul Grijalva (D-AZ) said the Americans who 
live in Puerto Rico need the help of Congress 
and it is Congress’ constitutional responsibility 
to respond. He stated H.R. 5278 is not the bill 
Democrats would have drafted, asserting that 
the oversight board is too powerful, the 
provisions “undermining” minimum wage and 
overtime rules do not belong, and provisions 
such as pension protections, the Earned 
Income Tax Credit (EITC), funding for 
Medicaid, and Zika virus response are missing. 
However, Grijalva conceded the bill includes 
the tools necessary to get the economy of 
Puerto Rico on a more stable footing. 
Representative Pedro Pierluisi (D-PR) stated 
that after decades of inequality at the federal 
level and mismanagement at the local level the 

Puerto Rican government is in crisis. He stated 
H.R. 5278 can stabilize the situation in Puerto 
Rico by paring a comprehensive debt 
restructuring mechanism with an independent 
oversight board to ensure that the Puerto Rican 
government conducts itself in a responsible and 
disciplined manner. He asserted the bill is 
necessary, but not sufficient and said Puerto 
Rico’s second class treatment must end.  
 
Several amendments were adopted during the 
markup, including amendments to: require a 
Government Accountability Office (GAO) 
study of Puerto Rico’s debt; provide authority 
to the oversight board to conduct an 
investigation into disclosure and selling 
practices relating to the purchase of bonds 
issued by Puerto Rico; require certain Members 
of Congress to sit on a Task Force on 
economic Growth in Puerto Rico; require at 
least one Task Force hearing be held in Puerto 
Rico; require the Task Force to consider access 
to future health care programs as an 
impediment to economic growth in Puerto 
Rico; provide the oversight board the ability to 
promote private sector competition; an 
amendment explaining the sense of Congress 
that a solution for Puerto Rico should include 
tax reform; require the Task Force to report on 
the economic effect of enforcing Executive 
Order 346; and reiterate that no federal funds 
should be authorized by H.R. 5278 for the 
payment of any liability of the territory.  
 
The House may vote on the bill as early as the 
week of June 6. 
 
Federal Advisory Committee on Insurance 
Holds Meeting 
 
Key Points: 

 The Advisory Committee received a 
presentation on the FEMA report on flood 
insurance affordability, and included 
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discussions on auto insurance affordability, the 
role of behavioral economics in the insurance 
industry, as well as an update on the progress 
of negotiating a covered agreement with the 
EU. 

  
On May 26, the Federal Insurance Office’s 
(FIO) Federal Advisory Committee on 
Insurance (FACI, or Committee) held an open 
meeting. The agenda for the meeting included: 
(1) Update from the Affordability and 
Accessibility Subcommittee on the Recent 
Work by FIO Regarding Auto Insurance 
Affordability; (2) Discussion of the Role of 
Behavioral Economics in the Insurance 
Industry; (3) Discussion of Anti-Discrimination 
Efforts in Insurance; (4) Discussion of 
Affordability in the National Flood Insurance 
Program (NFIP); and (5) Update on the 
Progress of Negotiating a Covered Agreement 
with the EU. FACI Chairman Daniel Glaser 
(Marsh & McLennan) announced that the 
Advisory Committee would hold its next 
meeting on August 18, 2016. 
  
FIO Director Michael McRaith provided the 
Advisory Committee with a brief update on the 
status of covered agreement negotiations. He 
explained that a covered agreement is an 
agreement between the U.S. and a foreign 
jurisdiction on insurance or reinsurance 
measures, adding that negotiations occurred 
this week in Washington. He said he would 
provide additional updates moving forward. 
  
McRaith noted his interest in both the NFIP 
and the Terrorism Risk Insurance Act (TRIA), 
explaining that FIO was tasked by Congress to 
assess the affordability and accessibility of 
terrorism risk insurance. He said FIO is 
examining whether increasing costs will 
decrease take up rates of terrorism risk 
insurance. Howard Kunreuther (University of 
Pennsylvania Wharton School of 

Business) stated that by covering insurers 
against very large losses TRIA has driven down 
the cost of insurance. He said the impact of 
cost on take up will require more in-depth 
study, but he also added that there should be 
examination of what could be done to promote 
terrorism mitigation. 
  
Kunreuther suggested that affordability of 
insurance should not be addressed through 
insurance premiums, instead recommending 
addressing affordability through vouchers 
predicated on mitigation. He also expressed 
support for promoting multiyear insurance 
contracts. Kunreuther said the Low Income 
Home Energy Assistance Program (LIHEAP) 
and the Universal Service Fund (USF) could be 
viewed as model for vouchers. He suggested 
that the NFIP should focus on loss prevention 
and mitigation, and he stressed the need for 
additional funding to update flood maps. He 
recommended creating home improvement 
mitigation loans which reduce the upfront costs 
for consumers. He said consumers should be 
provided premium reductions for undertaking 
mitigation measures. He also recommended 
creating means-tested vouchers tied to 
mitigation. He suggested that these proposals 
would result in lower annual payments for 
homeowners, reductions in flood losses for 
NFIP, more secure investments for financial 
institutions, and lower voucher costs for the 
federal government. 
 
CFTC Finalizes Cross-Border Margin 
Rule, Proposes Supplement to Position 
Limits Proposal 
 
Key Points: 

 The CFTC approved a final rule for cross-
border application of margin requirements on 
uncleared swaps. 
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 The CFTC also issued a proposed supplement 
to its position limits rule recognize non-
enumerated bona fide hedges. 

  
On May 24, the Commodity Futures Trading 
Commission (CFTC) approved a final 
rule to implement a cross-border approach to 
the CFTC’s margin requirements for uncleared 
swaps. The rule was approved by a 2-to-1 vote, 
with Commissioner J. Christopher Giancarlo 
voting in opposition. The rule will go into 
effect 60 days after its publication in the 
Federal Register. In a statement, Chairman 
Timothy Massad emphasized the importance of 
international harmonization, noting that the 
rule provides for a “broad scope of substituted 
compliance.” He stated:  
 
Not only will non-U.S. swap dealers be eligible 
for substituted compliance, so will U.S. swap 
dealers with respect to the margin they post to 
non-U.S. persons. This approach is an 
appropriate response to the complex world 
created by the swap industry, where global 
swap dealers can book a swap in a variety of 
ways. Dealers may book swaps through 
different subsidiaries, branches or affiliates all 
over the world, and they may do so based on a 
number of considerations, such as the most 
favorable legal treatment. Our approach is 
intended to protect our markets against risk 
coming from these cross-border transactions, 
while taking into account the interests of other 
regulators. 
 
Giancarlo issued a dissenting statement on the 
rule, in which he described the preconditions 
for substituted compliance in the rule as 
“overly complex, unduly narrow and 
operationally impractical.” He added that the 
“muddled methodology invites foreign 
regulators to respond in kind”, suggesting that 
it could begin a “protracted” and “uncertain 
path that the CFTC and the European Union 

took in the context of U.S. central counterparty 
clearinghouse equivalence.” He criticized the 
approach as being “impractical, unnecessary 
and contrary to the cooperative spirit of the 
2009 G-20 Pittsburgh Accords.” 
  
Separately, on May 26 the CFTC issued 
a supplemental notice of proposed 
rulemaking to its December 2013 position 
limits proposal that will “modify the 
procedures proposed for persons seeking 
exemptions from speculative position limits for 
non-enumerated bona fide hedging.” The 
proposal will have a 30 day comment period 
from the date of publication in the Federal 
Register.  Massad issued a statement in which 
he said the proposed supplemental rule “would 
ensure that commercial end-users can continue 
to engage in bona fide hedging efficiently for 
risk management and price discovery”, adding 
that it would allow “the exchanges to recognize 
certain positions as bona fide hedges, subject to 
CFTC oversight.” Giancarlo also released 
a statement in support of the proposal. He 
stated that the “proposal appropriately 
recognizes that most exchanges do not have 
access to sufficient swap positon information 
to effectively monitor swap position limits.” He 
suggested that the proposal “would seem to 
relieve designated contract markets (DCMs) 
and swap execution facilities (SEFs) from 
setting and monitoring exchange limits on 
swaps until such time as DCMs and SEFs have 
access to data that is necessary to be able to do 
so.” 
 
Upcoming Hearings and Events 
 
June 1 
Terrorism Risk Insurance: The Treasury will 
hold a meeting of its Terrorism Risk Insurance 
Act (TRIA) Advisory Committee on Risk-
Sharing Mechanisms. The Advisory Committee 
is scheduled to “discuss the elements needed to 
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support and encourage a robust private market 
for terrorism risk insurance and reinsurance, 
examine a comparison of international 
terrorism risk insurance programs, and outline 
next steps the Committee will take to fulfill the 
goals and purpose outlined in the Terrorism 
Risk Insurance Program Reauthorization Act 
of 2015 and the Committee’s charter.” 
 
June 2 
Small Dollar Lending: The Consumer 
Financial Protection Bureau (CFPB) will hold a 
field hearing in Kansas City, Missouri to 
discuss small dollar lending. CFPB Director 
Richard Cordray will speak at the event, and 
the CFPB may release a proposed rule on 
payday and other short-term lending. 
 
June 9 
CFPB Consumer Advisory Board: The 
Consumer Financial Protection Bureau (CFPB) 
will hold a meeting of its Consumer Advisory 
Board (CAB) to discuss an auto lending 
education initiative, trends and themes, and 
payday lending. CFPB Director Richard 
Cordray is scheduled to attend the event. 
 
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 
  
House Advances Energy Legislation 
 
Key Points: 

 The House of Representatives took steps this 
week to advance energy legislation and move to 
a conference with the Senate to develop a final 
bill that could be sent to the President.  

 The House approved a modified version of the 
energy package it previously adopted on 
December 3, (H.R. 8), adding a number of 

other House-passed bills, including public 
lands and hydropower legislation,   

 
This week, the House took a series of actions 
intended to advance energy legislation to a 
House-Senate conference Committee.   
 
On May 25, the House voted to: 

 Approve the House Amendment to the 
Senate-passed energy bill (S. 2012) by a 
241-178 vote; 

 Reject a motion to instruct House-
Senate conferees by a 178-239 vote; 
and  

 Approve a motion to go to conference 
with the Senate on S. 2012 by a voice 
vote.   

 
On May 26, the House appointed conferees, 
including Members of the House Energy and 
Commerce, Natural Resources, Agriculture, 
Science, and Transportation and Infrastructure 
committees.   
 
Earlier in the week, the House Rules 
Committee released the text of the House 
Amendment to S. 2012 (Rules Committee Print 
114-55), which includes H.R. 8, which the 
House approved on December 3, 2015, as well 
as other House-passed legislation. The bills 
added to H.R. 8 for incorporation in the House 
Amendment include public lands bills and 
legislation extending deadlines for construction 
of hydroelectric projects.   
 
The Senate approved its energy bill, the 
“Energy Policy Modernization Act of 2016 (S. 
2012) by an 85-12 vote on April 20. The 
legislation is divided into five titles covering: 
“Efficiency”; “Infrastructure”; “Supply”; 
“Accountability”; and “Land and Water 
Conservation Fund Reauthorization”. S. 2012 
includes provisions addressing: appliance, 
building and manufacturing efficiency; liquefied 

http://www.williamsandjensen.com/
mailto:jgoswald@wms-jen.com
https://www.congress.gov/114/bills/s2012/BILLS-114s2012es.pdf
http://clerk.house.gov/evs/2016/roll250.xml
http://clerk.house.gov/evs/2016/roll249.xml
http://docs.house.gov/billsthisweek/20160523/CPRT-114-HPRT-RU00-S2012.pdf
http://docs.house.gov/billsthisweek/20160523/CPRT-114-HPRT-RU00-S2012.pdf
http://www.senate.gov/legislative/LIS/roll_call_lists/roll_call_vote_cfm.cfm?congress=114&session=2&vote=00054


Williams & Jensen – Washington Update May 27, 2016 

   

  
 

 
Williams & Jensen, PLLC 

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

www.williamsandjensen.com 
 

Page 10 of 29 

natural gas (LNG) exports; energy commodity 
market oversight; hydroelectric power; 
geothermal energy; U.S. helium reserves; and 
critical minerals.  
 
While House Energy and Commerce 
Committee Chairman Fred Upton (R-MI) and 
Senate Energy and Natural Resources 
Committee Chair Lisa Murkowski (R-AK) are 
focused on their common goal of enacting an 
energy policy package, there are significant 
obstacles to this effort. The Administration and 
environmental groups strongly oppose 
provisions viewed as facilitating fossil energy 
development and infrastructure. Senate 
Democrats may oppose or stall efforts to 
appoint conferees over objections to provisions 
included in the House-passed bill.   
  
The bills added to H.R. 8 for inclusion in the 
House Amendment are:  

 Legislation to “promote a 21st century 
energy and manufacturing workforce” 
(H.R. 4583), introduced by 
Representative Bobby Rush (D-IL). 

 Legislation to “reinstate and extend the 
deadline for commencement of 
construction of a hydroelectric project 
involving Clark Canyon Dam” (H.R. 
2080), introduced by Representative 
Ryan Zinke (R-MT).   

 Legislation to “extend the deadline for 
commencement of construction of a 
hydroelectric project involving the 
Gibson Dam” (H.R. 2081), introduced 
by Representative Ryan Zinke (R-MT).  

 Legislation to extend the deadline for 
the “Fairlawn Hydroelectric 
Company…to commence construction 
on the Jennings Randolph 
Hydroelectric Project located on the 
North Branch of the Potomac River in 
Garrett County, Maryland, and Mineral 
County, West Virginia” (H.R. 4416), 

introduced by Representative David 
McKinley (R-WV).   

 Legislation to extend the deadline for 
the Cannonsville Hydroelectric Project 
in New York State (H.R. 4434), 
introduced by Representative Chris 
Gibson (R-NY).   

 Legislation to extend the deadline to 
“commence construction on the 
Gathright Hydroelectric Project located 
in Alleghany County, Virginia” (H.R. 
4411), introduced by Representative 
David McKinley (R-WV).  

 Legislation to extend the deadline to 
“commence construction on the 
Flannagan Dam and Reservoir 
Hydroelectric Project located in 
Dickenson County, Virginia” (H.R. 
4412), introduced by Representative 
Morgan Griffith (R-VA). 

 The “Western Water and American 
Food Security Act of 2015” (H.R. 
2898), introduced by Representative 
David Valadao (R-CA). The legislation 
would establish “procedures for the 
Department of the Interior, the 
Department of Commerce, and the 
Department of Agriculture to address 
drought conditions in California by 
revising regulatory standards for 
managing conveyances of water to 
individual, agricultural, municipal, and 
industrial users from the California-
based Central Valley Project (CVP) and 
State Water Project in coordination 
with requirements for protecting 
threatened or endangered species under 
the Endangered Species Act of 1973, 
including fish species of salmonid and 
smelt in the Sacramento-San Joaquin 
Delta and the Suisun Marsh.” 

 The “National Strategic and Critical 
Minerals Production Act of 2015” 
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(H.R. 1937), introduced by 
Representative Mark Amodei (R-NV). 

 The “Native American Energy Act” 
(H.R. 538), introduced by 
Representative Don Young (R-AK). 

 Legislation to “authorize early 
repayment of obligations to the Bureau 
of Reclamation within the Northport 
Irrigation District in the State of 
Nebraska” (H.R. 404), introduced by 
Representative Adrian Smith (R-NE).  

 The “Ocmulgee Mounds National 
Historical Park Boundary Revision Act 
of 2016” (H.R. 482), introduced by 
Representative Sanford Bishop (D-
GA). 

 The “Medgar Evers House Study Act” 
(H.R. 959), introduced by 
Representative Bennie Thompson (D-
MS). 

 Legislation “to designate a mountain in 
the John Muir Wilderness of the Sierra 
National Forest as ‘Sky Point’ (H.R. 
979), introduced by Representative 
Tom McClintock (R-CA). 

 Legislation to “amend the National 
Trails System Act to direct the 
Secretary of the Interior to conduct a 
study on the feasibility of designating 
the Chief Standing Bear National 
Historic Trail” (H.R. 984), sponsored 
by Representative Jeff Fortenberry (R-
NE). 

 The “John Muir National Historic Site 
Expansion Act” (H.R. 1289), 
introduced by Representative Mark 
DeSaulnier (D-CA). 

 The “Arapaho National Forest 
Boundary Adjustment Act of 2015” 
(H.R. 1324), introduced by 
Representative Jared Polis (D-CO). 

 The “Elkhorn Ranch and White River 
National Forest Conveyance Act of 

2015” (H.R. 1554), introduced by 
Representative Scott Tipton (R-CO). 

 The “National Liberty Memorial 
Clarification Act of 2015” (H.R. 1949), 
introduced by Representative G.K. 
Butterfield (D-NC). 

 The “Crags, Colorado Land Exchange 
Act of 2015” (H.R. 2223), introduced 
by Representative Doug Lamborn (R-
CO). 

 Legislation to “remove the use 
restrictions on certain land transferred 
to Rockingham County, Virginia…” 
(H.R. 2288), introduced by 
Representative Bob Goodlatte (R-VA). 

 Legislation to “facilitate the addition of 
park administration at the Coltsville 
National Historical Park…” (H.R. 
2857), introduced by Representative 
John Larson (D-CT).  

 The “Martin Luther King, Jr. National 
Historical Park Act of 2016” (H.R. 
2880), introduced by Representative 
John Lewis (D-GA).   

 Legislation to “amend the 
Gullah/Geechee Cultural Heritage Act 
to extend the authorization for the 
Gullah/Geechee Cultural Heritage 
Corridor Commission” (H.R. 3004), 
introduced by Representative James 
Clyburn (D-SC).  

 The “9/11 Memorial Act” (H.R. 3036), 
introduced by Representative Thomas 
MacArthur (R-NJ).  

 Legislation to “adjust the boundary of 
the Kennesaw Mountain National 
Battlefield Park to include the Wallis 
House and Harriston Hill”, introduced 
by Representative Barry Loudermilk (R-
GA) (H.R. 3771).  

 Legislation to “amend the Delaware 
Water Gap National Recreation Area 
Improvement Act to provide access to 
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certain vehicles serving residents of 
municipalities adjacent to the Delaware 
Water Gap National Recreation 
Area…” (H.R. 3620), introduced by 
Representative Tom Marino (R-PA).   

 The “Gulf Island National Seashore 
Land Exchange Act of 2016” (H.R. 
4119), introduced by Representative 
Steve Palazzo (R-MS). 

 The “Korean War Veterans Memorial 
Wall of Remembrance Act of 2015” 
(H.R. 1475), introduced by 
Representative Sam Johnson (R-TX). 

 The “National Forest Small Tracts Act 
Amendments Act of 2015” (H.R. 
1214), introduced by Representative 
Mark Amodei (R-NV). 

 The “Western Oregon Tribal Fairness 
Act” (H.R. 2791), introduced by 
Representative Peter DeFazio (D-OR). 

 The “Resilient Federal Forests Act of 
2015” (H.R. 2647), introduced by 
Representative Bruce Westerman (R-
AR). 

 The “America COMPETES 
Reauthorization Act of 2015” (H.R. 
1806), introduced by Representative 
Lamar Smith (R-TX). 

 “Nuclear Energy Innovation 
Capabilities” (Title XXXIII of H.R. 
4909), introduced by Representative 
Mac Thornberry (R-TX). 

 The “Preservation Research at 
Institutions Serving Minorities Act” 
(H.R. 1541), introduced by 
Representative Raul Grijalva (D-AZ). 

 
Upcoming Hearings and Events 
 
May 31 
E&P Sector Debt and Financing: The New 
York Energy Forum will hold an event titled 

“The Future of the E&P Sector: Debt and 
Financing Issues”.   
 
June 1-3 
Pipeline Safety Regulations: The Pipeline 
and Hazardous Materials Safety Administration 
(PHMSA) will convene meetings of its Gas 
Pipeline Advisory Committee (GPAC) and its 
Liquid Pipeline Advisory Committee (LPAC). 
According to PHMSA: “The GPAC will be 
considering and voting on the notice of 
proposed rulemaking (NPRM) titled: Pipeline 
Safety: Plastic Pipe Rule (80 FR 29263; May 21, 
2015), and in a joint meeting of the GPAC and 
LPAC, members will consider and vote on the 
NPRM titled: Pipeline Safety: Operator 
Qualification, Cost Recovery, Accident and 
Incident Notification, and Other Pipeline 
Safety Proposed Changes (80 FR 39916; July 
10, 2015). Other topics of discussion will 
include the regulatory agenda and agency and 
stakeholder priorities. A briefing on the 
NPRM, titled: Pipeline Safety: Safety of Gas 
Transmission and Gathering Pipelines (81 FR 
20722; April 8, 2016), will also be presented to 
both committees and the public.” The 
“Operator Qualification, Cost Recovery, 
Accident and Incident Notification, and Other 
Pipeline Safety Proposed Changes” NPRM 
would: establish new requirements for certain 
pipeline employee qualifications; require that 
pipelines notify the National Response Center 
“as soon as practicable” following “confirmed 
discovery” of a covered incident; require 
notification to PHMSA of pipeline flow 
reversals and changes to the type of product 
transported; incorporate by reference industry 
standards on inline inspections and stress 
corrosion cracking direct assessment (SSCDA); 
and implement other changes to pipeline safety 
regulations. The “Safety of Gas Transmission 
and Gathering Pipelines” NPRM would 
establish new requirements for: how operators 
inspect natural gas transmission pipelines, 
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including in-line inspections (ILI); what actions 
they take in response to those inspections; and 
how they verify the maximum allowable 
operating pressure (MAOP) of pipelines. In 
developing the MAOP requirements, PHMSA 
is implementing Section 23(a) of the “Pipeline 
Safety, Regulatory Certainty and Job Creation 
Act of 2011” (P.L. 112-90), which directed the 
agency to implement requirements for verifying 
the MAOP for older “grandfathered” natural 
gas pipelines. The NPRM also imposes new 
regulatory requirements on certain 
gas gathering lines, and includes other new 
requirements that implement provisions of the 
2011 Act.               
 
June 8 
Natural Gas Pipeline Regulations: The 
Pipeline and Hazardous Materials Safety 
Administration (PHMSA) will hold a webinar 
on the “Pipeline Safety: Safety of Gas 
Transmission and Gathering Pipelines” Notice 
of Proposed Rulemaking (NPRM). 
 
July 11-12 
EIA Conference: The Energy Information 
Administration (EIA) will hold its annual 
Energy Conference. Topics planned for 
discussion at the conference include: “Clean 
Power Plan: EIA, EPA, and state and regional 
perspectives”; “Oil supply: The role of 
technology advances and other factors driving 
the current and future supply situation”; 
“Renewable energy and the transmission grid: 
Integrating renewable energy capacity into 
electric system operations”; “LNG markets: 
Implications of a low energy price environment 
for demand and U.S. exports”; “Climate—next 
steps: Perspectives from the United States, 
Europe, and China”; “Information technology 
and the energy industry: How the application 
of information technology is driving change in 
the energy industry”; “Oil demand and 
transportation: Transportation sector 

developments affecting oil demand and price 
response”; “Renewable electricity: State-level 
issues and perspectives”; Oil and natural gas: 
State-level issues and perspectives”; “Industrial 
energy demand and efficiency: Secondary 
processing and waste fuel use in heavy 
industry”; “Global coal markets: The outlook 
for coal demand and supply”; “Oil midstream: 
Competitive positions of U.S. refineries in the 
global market”; and “Energy efficiency: 
Measuring and achieving demand-side energy 
efficiency and developing standard metrics”.   
 
July 14 
Underground Natural Gas Storage Safety: 
The Pipeline and Hazardous Materials Safety 
Administration (PHMSA) will hold a workshop 
on underground gas storage safety. According 
to PHMSA, the “workshop will bring 
stakeholders, including federal and state 
agencies, industry, and interested members of 
the public together to participate in shaping a 
future of 49 CFR 192 safety regulations for 
underground natural gas storage.”    
 
For more information about energy and environment 
issues you may email or call Frank Vlossak at 202-
659-8201. Updates on energy and environment issues 
are also available on twitter. 
 
DEFENSE 
 
Senate Begins Consideration of NDAA  
 
Key Points: 

 The Senate clears the first procedural hurdle in 
passing its NDAA 

 The SASC Chairman introduced his 
amendment to increase the funding for base 
DOD programs 

 
The Senate began debate on the “National 
Defense Authorization Act for Fiscal Year 
2017” (NDAA) (S. 2943) and invoked cloture 
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on the motion to proceed, which will be agreed 
to when the Senate reconvenes after the 
Memorial Day Recess. Senate Armed Services 
Committee Chairman John McCain (R-AZ) 
filed an amendment to increase the 
authorization levels for Department of Defense 
(DOD) base programs by using funds allocated 
for the Overseas Contingency Operations 
(OCO) accounts. It is unclear whether or when 
the Senate will pass its NDAA in order to 
begin talks with the House to reconcile the two 
bills as the House passed its package, the 
“National Defense Authorization Act for Fiscal 
Year 2017” (H.R. 4909) by a 277-147 vote last 
week. 
 
In the Committee Report, the Senate Armed 
Services Committee explained “[t]he 
Administration’s budget request for national 
defense discretionary programs within the 
jurisdiction of the Senate Committee on Armed 
Services for FY 2017 was $602.0 billion…[and] 
[o]f this amount, $524.0 billion was requested 
for base DOD programs, $19.2 billion was 
requested for national security programs in the 
Department of Energy (DOE) and the Defense 
Nuclear Facilities Safety Board (DNFSB), and 
$58.8 billion was requested for OCO.” The 
Committee stated that it “recommends an 
overall discretionary authorization of $602.0 
billion in fiscal year 2017, including $523.9 
billion for base DOD programs, $19.2 billion 
for national security programs in the DOE and 
the DNFSB, and $58.9 billion for OCO.” 
 
The Committee stated that S. 2943 “continues 
the Committee’s commitment to defense 
reforms that enable eour military to rise to the 
challenges of a more dangerous world both 
today and in the future…[t]he NDAA:  

 Ensures the long-term viability of the 
All-Volunteer force by sustaining the 
quality of life of the men and women of 
the total force (Active Duty, National 

Guard, and Reserves) and their families, 
as well as Department of Defense 
civilian personnel, through fair pay, 
policies, and comprehensive reform of 
the military health system. 

 Ensures that our men and women in 
uniform have the advanced equipment 
they need to succeed in future combat 
against technologically sophisticated 
adversaries, in the most efficient and 
effective manner that provides best 
value to the taxpayers.  

 Reduces strategic risk to the nation and 
our military servicemembers by 
prioritizing the restoration the military’s 
readiness to conduct the full range of 
its assigned missions as soon as 
possible.  

 Addresses shortfalls in strategic 
integration at the Department of 
Defense identified by the committee’s 
review of the Goldwater-Nichols Act 
by improving and sustaining the 
alignment of effort and resources 
across different regions, functions, and 
domains. 

 Continues a comprehensive reform of 
the defense acquisition system designed 
to drive innovation and ensure 
accountability for delivering military 
capabilities to our warfighters on time, 
on budget, and as promised.  

 Reduces excessive and wasteful 
spending to ensure every defense dollar 
is spent wisely. 

 Enhances the capability of the U.S. 
Armed Forces and the security forces 
of allied and friendly nations to defeat 
ISIL, al Qaeda, and other violent 
extremist organizations. 

 Advances our ability to establish 
deterrence and defend our allies and 
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partners in Eastern Europe and the 
Asia-Pacific. 

 Improves the ability of the Armed 
Forces to counter emerging and 
nontraditional threats, focusing on 
terrorism, cyber warfare, and the 
proliferation of weapons of mass 
destruction and their means of delivery. 

 
On May 23, McCain asked for unanimous 
consent that the Senate proceed to S. 2943, but 
Senate Minority Leader Harry Reid (D-NV) 
objected, thus forcing Senate Republicans to 
file a motion to invoke cloture on a motion to 
proceed. The Senate then invoked cloture on 
this motion on May by a 98-0 vote. 
Subsequently, the Senate agreed by unanimous 
consent that on June 6 when the body 
convenes the motion to proceed to S. 2943 will 
be agreed to and Senator Deb Fischer (R-NE) 
will be recognized to offer an amendment.  
 
As promised last week, McCain has offered an 
amendment that would increase the 
authorization for DOD base funding by using 
OCO funds by more than $17 billion. 
Highlights of the authorization increases 
include: 

 Increase in Authorization for OCO for 
Aircraft Procurement, Army.--The 
amount authorized to be appropriated 
for fiscal year 2017 for the Department 
of Defense by section 1503 for 
procurement for overseas contingency 
operations is hereby increased by 
$1,052,000,000, with the amount of the 
increase to be allocated to aircraft 
procurement, Army, for overseas 
contingency operations, as specified in 
the funding tables in section 4102, and 
available for the following procurement 
in the amounts specified: 

o 10 AH-64 Apache Advance 
Procurement, consistent with 

the recommendation of the 
National Commission on the 
Future of the Army, 
$71,000,000. 

o 17 LUH-72 Lakota, consistent 
with the recommendation of 
the National Commission on 
the Future of the Army, 
$110,000,000. 

o 36 UH-60M Black Hawk, 
consistent with the 
recommendation of the 
National Commission on the 
Future of the Army, 
$440,000,000. 

o 5 AH-64 Apache New Builds, 
consistent with the 
recommendation of the 
National Commission on the 
Future of the Army, 
$191,000,000. 

o 5 Reman CH-47 Chinook, 
consistent with the 
recommendation of the 
National Commission on the 
Future of the Army, 
$240,000,000. 

 Increase in Authorization for OCO for 
Aircraft Procurement, Navy.--The 
amount authorized to be appropriated 
for fiscal year 2017 for the Department 
of Defense by section 1503 for 
procurement for overseas contingency 
operations is hereby increased by 
$2,489,700,000, with the amount of the 
increase to be allocated to aircraft 
procurement, Navy, for overseas 
contingency operations, as specified in 
the funding tables in section 4102, and 
available for the following procurement 
in the amounts specified: 

o 14 F-18 Super Hornet, 
$1,200,000,000. 

o 2 AH-1Z Viper, $57,000,000. 
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o 2 Marine Corps F-35B, 
$269,600,000. 

o 2 Marine Corps F-35C, 
$270,000,000. 

o 2 Marine Corps KC-130J, 
$158,000,000. 

o 2 Marine Corps MV-22, 
$150,000,000. 

o 2 Navy F-35C, $270,000,000. 
o CH-35 Degraded Visual 

Environment Display, 
$13,300,000. 

o KC-130J Digital 
Interoperability, $20,800,000. 

o RF Kill Chain Enhancements, 
$81,000,000. 

 Increase in Authorization for OCO for 
Shipbuilding and Conversion, Navy.--
The amount authorized to be 
appropriated for fiscal year 2017 for the 
Department of Defense by section 
1503 for procurement for overseas 
contingency operations is hereby 
increased by $1,830,000,000, with the 
amount of the increase to be allocated 
to shipbuilding and conversion, Navy, 
for overseas contingency operations, as 
specified in the funding tables in 
section 4102, and available for the 
following procurement in the amounts 
specified: 

o 3 Ship to Shore Connector, 
$165,000,000. 

o DDG-51 Incremental Funding, 
$383,000,000. 

o LCU Replacement, $22,000,000. 
o Littoral Combat Ship, 

$385,000,000. 
o LX(R) Advance Funding, 

$800,000,000. 
o T-ATS(X) (SCN-21), 

$75,000,000. 

 Increase in Authorization for OCO for 
Aircraft Procurement, Air Force.--The 

amount authorized to be appropriated 
for fiscal year 2017 for the Department 
of Defense by section 1503 for 
procurement for overseas contingency 
operations is hereby increased by 
$1,167,800,000, with the amount of the 
increase to be allocated to aircraft 
procurement, Air Force, for overseas 
contingency operations, as specified in 
the funding tables in section 4102, and 
available for the following procurement 
in the amounts specified: 

o 5 Air Force F-35A, 
$691,000,000. 

o 5 Air Force C-130J, 
$452,000,000. 

o F-16 Mission Training Center, 
$24,800,000. 

 
Senate FY 2017 DOD Appropriations Act 
Marked Up 
Key Points: 

 The Senate Appropriations Committee opted 
not to shift OCO funds for DOD base 
programs 

 Instead the Committee identified $15 billion in 
cuts to offset increased funding 

 
On May 26, the Senate Appropriations 
Committee met and marked up the “FY 2017 
Department of Defense (DOD) 
Appropriations Act” (S. 3000) two days after 
the Defense Subcommittee held a markup of 
the bill. Unlike the FY 2017 Department of 
Defense (DOD) Appropriations Act the House 
Appropriations Committee marked up last 
week, S. 3000 does not shift Overseas 
Contingency Operations (OCO) funds to pay 
for DOD base requests above the budget 
request submitted in February. The Committee 
adopted a manager’s package.  
 
In its press release, the Committee stated that 
“[t]he bill, approved 30-0, provides $515.9 
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billion in base DOD funding and $58.6 billion 
in OCO funding…[and] identifies $15.1 billion 
from more than 450 specific budget cuts and 
redirects those savings to high-priority national 
security needs.” The Committee added that 
“[t]he measure fully funds an active duty end 
strength of 1,281,900, a reserve component end 
strength of 801,200 and a 1.6 percent pay raise 
for military personnel.” 
 
In the Committee Report, the Committee 
explained that its “recommendation of 
$568,101,051,000 includes funding to develop, 
maintain, and equip the military forces of the 
United States and for other purposes in 
nonemergency appropriations.” The 
Committee stated that “[t]he FY 2017 budget 
request for activities funded in the DOD 
appropriations bill totals $569,858,382,000 in 
new budget authority, including 
$58,625,551,000 in contingency funding for the 
DOD and $514,000,000 in mandatory 
spending.” The Committee stated that “[i]n FY 
2016, the Congress appropriated 
$566,616,000,000 for activities funded in this 
bill…[including] $507,978,000,000 in base 
appropriations and $58,638,000,000 in 
OCO/Global War on Terrorism 
appropriations.” The Committee stated that its 
“recommendation in this bill is $1,485,051,000 
above the amount provided in FY 2016 and 
$1,757,331,000 below the amount requested for 
FY 2017.” 
 
In its Summary, the Committee identified the 
following “Bill Highlights:” 

 U.S. Department of Defense – 
Consistent with the Bipartisan Budget 
Agreement of 2015, the FY2017 
Defense Appropriations Bill 
recommends $515.9 billion in base 
defense funding and $58.6 billion for 
Overseas Contingency Operations 
(OCO).   The OCO funding is 

consistent with the President’s FY2017 
budget request.  The overall bill fits 
within the FY2017 allocation for the 
defense subcommittee. 

 Budget Reductions – The Committee 
conducted a thorough review of the 
President’s budget request and made 
multiple reductions.  In total, the 
defense bill recommends more than 
450 specific budget cuts totaling $15.1 
billion.  Roughly two-thirds of the cuts 
are made to improve funds 
management, 16 percent are to restore 
acquisition accountability, and 13 
percent are to maintain program 
affordability.  Major funding offsets 
include: 

o $3.8 billion in rescissions from 
prior year funds no longer 
needed 

o $1.6 billion due to lower-than-
anticipated fuel costs 

o $306 million from Working 
Capital Fund cash balances 

o The Committee 
recommendation reinvests 
those funds to support 
unfunded requirements 
identified by the Services as well 
as readiness and military 
modernization priorities. 

 Readiness – $212.5 billion in base and 
OCO funding for operation and 
maintenance accounts, which enable 
the services to continue addressing the 
most severe training and maintenance 
deficiencies while reconstituting the 
force to become smaller and more 
capable over the next several 
years.  Within this amount, $150 million 
is provided above the request to invest 
in facility sustainment, restoration, and 
modernization programs.  The bill also 
includes an additional $2.45 billion 
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available for transfer to the Services to 
improve military readiness, including 
increased training, depot maintenance, 
and base operations support. 

 Shipbuilding – $20.5 billion for Navy 
shipbuilding programs, an increase of 
$2.1 billion and three ships above the 
budget request.  In total, the bill funds 
the construction of 10 new ships: two 
Virginia class submarines, three DDG-
51 destroyers, three Littoral Combat 
Ships, one LHA amphibious assault 
ship, and one Polar Icebreaker.  The 
bill also fully funds advance 
procurement activities for the Ohio 
replacement submarine and aircraft 
carrier replacement programs. 

 The bill provides funding to accelerate 
new construction of icebreaker 
ships.  In August 2015, President 
Obama announced plans to accelerate 
planned icebreaker construction from 
2022 to 2020 to help meet U.S. national 
security, economic, commercial and 
maritime needs.  The Committee, 
recognizing the strategic importance of 
polar operations to the nation’s future 
security and prosperity, provides $1 
billion for the first ship of the Polar 
Icebreaker Recapitalization 
Project.  The last icebreaker produced 
by the U.S. government was funded in 
the Department of Defense 
Appropriations Act, 1990 (Public Law 
101-165).  (The Senate FY2017 
Homeland Security Appropriations Bill 
provides $18 million for program costs 
associated with the icebreaker 
recapitalization program.) 

 Aircraft Procurement – The bill 
addresses several unfunded 
requirements across the Services 
through the procurement of multiple 
air frames, including the following 

funding not requested in the President’s 
budget request: 

o $979 million for twelve F-18 
aircraft (Navy) 

o $507 million for two F-35 
carrier variant; and two F-35 
vertical take-off, Joint Strike 
Fighters (Marine Corps) 

o $367 million for fifteen 
Blackhawk helicopters (Army 
National Guard) 

o $187 million for twenty-eight 
Lakota helicopters (Army) 

o $160 million for two C-130J 
aircraft (Air Force) 

o $150 million for two MV-22 
helicopters (Marine Corps) 

o $103 million for Compass Call 
aircraft replacement (Air Force) 

o $75 million for UH-1N 
replacement helicopters (Air 
Force) 

o The bill also provides an 
additional $100 million for Air 
Force F-35 advance 
procurement to restore planned 
reductions in FY2018, and an 
additional $300 million for 
Marine Corps aviation spares 
and repair parts to address 
maintenance and readiness 
issues. 

 Missile Defense – $600.7 million, 
$454 million above the President’s 
request, for Israeli missile defense 
programs.  The bill also adds $333.1 
million for other Missile Defense 
Agency programs and fully funds a 
request to start development of two 
prototype airborne laser 
demonstrations. 

 Missiles – $236.1 million, $56.2 million 
above the President’s request, for the 
procurement of Tomahawk missiles, an 
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investment that supports a high-value 
Navy program. 

 National Guard and Reserve 
Equipment – $900 million for the 
National Guard and Reserve 
Equipment Account, including two 
Navy Reserve C-40 aircraft and two Air 
National Guard C-130J aircraft.  The 
bill also includes $60 million for Army 
Guard and Reserve Humvee 
Ambulances. 

 Basic Research Investments – $2.3 
billion, $163 million above the 
President’s request, for basic (non-
medical) research for the Army, Navy, 
Air Force, and Department of Defense. 

 Military Personnel and Pay – Fully 
funds an active duty end strength of 
1,281,900 and reserve component end 
strength of 801,200, and funds a 1.6 
percent pay raise for military personnel, 
as requested by the Department of 
Defense and authorized by the Senate 
Armed Services Committee. 

 Troops and Families – The bill 
maintains a strong commitment to 
taking care of troops and their families 
by supporting quality of life programs 
such as Morale, Welfare and Recreation 
and Childcare.  An additional $25 
million above the President’s request is 
provided for the continued 
implementation of the Sexual Assault 
Special Victims’ Counsel Program 
across the Services. 

 Defense Health – $34 billion for the 
Defense Health Program, which 
provides medical services for military 
personnel and their families, continues 
advancements in medical research, 
modernizes and maintains medical 
infrastructure, and implements the next 
generation of electronic health 
records.  This amount includes an 

additional $915 million for Defense 
medical research efforts, including $300 
million for the competitively awarded 
peer-reviewed medical research 
program and $225.9 million to advance 
Defense Department medical research 
priorities. 

 Next Generation Rocket Engine – 
$396.6 million, $100 million above the 
budget request, for development 
activities related to space launch 
vehicles or rocket engines. 

 Space Launch/RD-180 Engines – 
The Committee recommendation 
includes a general provision, as 
requested by the Administration, which 
requires all competitive launch 
procurements to be available to all 
certified launch providers regardless of 
the country of origin of the launch 
vehicle rocket engine. 

 Overseas Contingency Operations 
(OCO) – The amounts provided for 
OCO enable the DoD to meet 
emerging threats and support ongoing 
military operations in Afghanistan and 
against the Islamic State of Iraq and the 
Levant (ISIL).  The bill also fully 
supports the request for the European 
Reassurance Initiative. 

 Guantanamo Bay – Three legislative 
provisions related to Guantanamo Bay 
detainees are included in the bill, all of 
which are consistent with provisions 
carried in previous years and the same 
as in the Department of Defense 
Appropriations Act, 2016.  These 
provisions: 

o Prohibit the construction or 
modification of detention 
facilities in the United States to 
house Guantanamo detainees 
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o Prohibit the transfer of 
Guantanamo detainees to the 
United States 

o Restrict the transfer of 
detainees to foreign counties 
except in accordance with 
certification and notification 
requirements in the National 
Defense Authorization Act of 
2017 

 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH 
 

House and Senate Headed to Conference 
on Zika Funding 
 
Key Points: 

 House approved $622 million in Zika 
funding while the Senate approved $1.1 billion 
in new funding.  

 House approved a Motion to Go to Conference 
by voice vote.  

 
On Thursday, the House agreed to go to 
conference on Zika funding. On May 18, the 
House had approved $622 million in funding 
for the Zika virus by a vote of 241-184. On 
May 17, the Senate had approved $1.1 billion to 
combat the Zika virus by a bipartisan vote of 
68-29. Both of these amounts fall short of the 
$1.9 billion requested by the President. 
 
Representative Tom Cole (R-OK), Chairman 
of the House Appropriations Committee’s 
Labor, Health and Human Services, Education 
and Related Agencies Subcommittee, said 
approving the conference now will allow staff 
to work over the Memorial Day break so 
Members can begin negotiations immediately 
when they return. He pointed out the 

Administration has already moved $622 million 
in unspent Ebola money to the Zika virus.  
 
House Democrats have called for Congress to 
consider the Administration’s full $1.9 billion 
request. House Minority Whip Steny Hoyer (D-
MD) praised the Senate bill for providing new 
funding. 
 
The House has also named its conferees 
including Representatives Hal Rogers (R-KY), 
Kay Granger, (R-TX), Charlie Dent (R-PA), 
Jeff Fortenberry (R-NE), Tom Rooney (R-FL), 
David Valadao (R-CA), Martha Roby (R-AL), 
Nita Lowey (D-NY), Rosa DeLauro (D-CT), 
Jose Serrano (D-NY), Sanford Bishop (D-GA), 
and Debbie Wasserman Schulz (D-FL). The 
Senate has not yet voted to go to conference 
on the issue.  
  
House Ways and Means Approves Bill for 
Medicare Regulatory Relief 
 
Key Points: 

 The bill addresses unexpected consequences of 
last year’s Budget Control Act such as 
payment cuts to hospitals already in the process 
of building outpatient facilities. 

 The bill requires CMS to make apples to 
apples comparisons for similar facilities when 
assessing readmissions. 

 
On May 24, the House Ways and Means 
Committee favorably reported the “Helping 
Hospitals Improve Patient Care Act of 2016” 
(H.R. 5273), as amended, by voice vote. The 
bill was introduced by Representatives Pat 
Tiberi (R-OH) and Jim McDermott (D-WA). 
Representative Pat Tiberi (R-OH) described 
the bill as a bipartisan effort to strengthen 
Medicare. He said H.R. 5273 provides relief to 
providers and makes it easier to enroll in 
Medicare. He stressed the need to afford 
providers a transition path to change. He said 
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the bill includes regulatory relief proposals 
from members on both sides of the aisle.  
 
Chairman Kevin Brady (R-TX) said the H.R. 
5273 will promote greater access, increase 
choices, and improve the quality of health care. 
He said the bill will ensure that new payment 
schedules will not hurt hospitals in the process 
of building off-campus outpatient facilities. He 
said the bill would help patients in rural areas. 
He expressed support for the bill, suggesting it 
would help provide quality care to patients.  
 
Ranking Member Sander Levin (D-MI) said 
H.R. 5273 makes changes to hospital 
reimbursements under Medicare. He said the 
bill includes important technical fixes to the 
budget bill passed late last year. He stated that 
the budget bill did not include an exemption 
for facilities already under development, stating 
that H.R. 5273 brings fairness to these facilities. 
He said the bill also includes improvements to 
Medicare patient notifications. 
 
The bill would help create beneficiary equity in 
the Medicare Hospital Readmission program by 
requiring a transitional risk adjustment 
methodology to serve as a proxy of socio-
economic status. Representative Jim Renacci 
(R-OH) stressed the need to avoid penalizing 
hospitals serving low income communities and 
high numbers of dual eligibles. He said the bill 
would provide for improved consideration of 
socioeconomic factors in the Hospital 
Readmission Reduction Program to avoid 
penalizing hospitals serving large numbers of 
low income individuals. 
 
Representative Diane Black (R-TN) said the bill 
will provide relief for hospitals across the 
country. She said the bill includes her proposal, 
the Electronic Health Fairness Act (H.R. 887), 
which will protect providers from costly 
meaningful use penalties for physicians treating 

the majority of their patients in ambulatory care 
centers. 
 
Upcoming Hearings and Meetings 
 
May 31 
Veterans’ Health: The Senate Homeland 
Security and Government Affairs Committee 
will hold a field hearing on “Tomah VAMC: 
Examining Patient Care and Abuse of 
Authority.” 
 
MACRA: The American Association of 

Orthopedic Surgeons will hold a briefing on 
the recently-released Medicare Access and 
Children's Health Insurance Program (CHIP) 
Reauthorization Act (MACRA) proposed rule. 
 
June 1-2 
Biotechnology: The National Academy of 
Science will hold a meeting on “Trends in 
Biotechnology.” 
 
June 1 
Anesthesiology: The American Society of 
Anesthesiologists will hold a briefing  to 
“denounce a dangerous VA policy change to 
replace physician anesthesiologists with nurses 
in surgery.” 
 
June 2 
E-Cigarettes: The American Enterprise 
Institute for Public Policy Research will hold a 
discussion on “E-cigarettes and Public Health: 
What’s Next After the FDA Rule?” 
 
Hearing Health: The National Academy of 
Sciences will hold a briefing on a new report on 
“Improving Hearing Health Care for Adults.” 
 
June 3 
Vaccines: The Health Resources Services 
Administration will hold a meeting of the 
Advisory Commission on Childhood Vaccines.  
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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  
 
House Appropriation Committee Favorably 
Reports T-HUD Appropriations Bill 
 
Key Points: 

 The $58.2 billion bill was adopted by a voice 
vote. 

 
On May 24, the House Appropriations 
Committee marked up the Fiscal Year 2017 
Transportation, Housing and Urban 
Development (T-HUD) bill, which was 
adopted by a voice vote. Transportation, 
Housing, and Urban Development 
Subcommittee Ranking Member David Price 
(D-NC) offered an amendment that would 
have removed what he characterized as six 
policy riders from the bill. These riders ranged 
from truck driver hours of service to funding 
for California’s high speed rail program. Price 
noted that many of these riders were previously 
rejected during consideration of the “Fixing 
America’s Surface Transportation (FAST) Act”. 
 
Ranking Member Nita Lowey (D-NY) offered 
an amendment that would provide $1.9 billion 
in emergency supplemental funding to combat 
the Zika virus. A similar funding measure was 
added to the Senate’s T-HUD bill. Lowey and 
other Democrats believed Republican efforts, 
including a bill that passed last week, to address 
this virus have not gone far enough, while 
Republicans pointed out the administration can 
use funds remaining from the Ebola crisis to 
fight Zika. This amendment, along with the 
Price amendment, was defeated by a roll call 
vote. The $58.2 billion bill, as amended, will 

next head to the floor of the House for the 
chamber’s full consideration. 
 
FAA and ATC Union Reach Tentative 
Agreement 
 
Key Points: 

 The agreement expands the collective 
bargaining agreement between the FAA and 
air traffic controllers 

 
The Federal Aviation Administration (FAA) 
and the National Air Traffic Controllers 
Association, AFL-CIO (NATCA) came to a 
tentative agreement on a new collective 
bargaining agreement. The agreement covers 
air traffic controllers responsible for terminal 
and en route operations, traffic management, 
flight services, and Notices to Airmen. 
NACTA’s approximately 19,000 members will 
now vote on whether or not to ratify this 
agreement with voting expected to be 
completed by mid-July. NACTA President  
Paul Rinaldi said “[t]his agreement was 
achieved through a collaborative process, 
building upon our successful working 
relationships at all levels of the FAA and 
NATCA.” He added, “[t]his agreement 
recognizes the vital role that NATCA members 
play in meeting the FAA’s mission to ensure 
that the United States airspace is the safest and 
most efficient system in the world.” The last 
agreement between the FAA and NACTA was 
signed in 2009 and extended in 2012. NACTA 
has been an important supporter of House 
Transportation and Infrastructure Committee 
Chairman Bill Shuster’s (R-PA) plan to 
privatize the nation’s ATC system. 
 
House Fails to Pass FY 2017 Energy and 
Water Appropriations Act 
 
Key Points: 
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 The bill would have provided funding for 
energy, water development and related agencies. 

 
On May 26, the House’s FY 2017 Energy and 
Water Appropriations bill was defeated by a 
roll call vote 112 to 305. This comes two weeks 
after the Senate passed its own energy and FY 
2017 Energy and Water Appropriations bill, to 
which the White House has signaled its 
opposition. House Appropriations Chairman 
Hal Rogers (R-KY) stated, “I’m very 
disappointed that this bill could not clear the 
House today, but I remain dedicated to 
working this bill and all other Appropriations 
bills through regular order – through the 
Committee, through the Congress, and to the 
President's desk…[and] [t]oday's result will not 
stop our process, but is merely a temporary 
pause.” The bill would have appropriated $37.4 
billion and made several investments in 
infrastructure including $6.1 billion to the 
Army Corps of Engineers to support efforts 
related navigation projects and increasing the 
functionality of ports and waterways.  
 
Kevin Prior and Michael Kans wrote this section. For 
more information on transportation issues you may 
email or call Michael Kans at 202-659-8201.  
 
TECHNOLOGY 
 
Outdated Legacy Systems Hearing 
 
Key Points: 

 The House OGR Committee continued its 
oversight of federal IT programs and discussed 
the Administration’s $3.1 billion IT 
Modernization Fund 

 
On May 25, the House Oversight and 
Government Reform Committee held a hearing 
entitled “Federal Agencies’ Reliance on 
Outdated and Unsupported Information 
Technology: A Ticking Time Bomb.” Topics 

discussed in the hearing included: (1) Legacy 
Systems; (2) IT Modernization Fund (ITMF); 
(3) FITARA; and (4) Modernization Progress.  
 
Chairman Jason Chaffetz (R-UT) stated the 
federal government is spending more than $80 
billion on information technology (IT) 
annually, with a majority focused on 
maintaining and operating legacy systems. He 
stressed that maintaining legacy systems results 
in higher costs and increased security 
vulnerabilities. He stated that the federal 
government is years behind the private sector. 
He emphasized that the federal government 
cannot rely on 930 million lines of code using 
more than 70 legacy programing languages. He 
said some agencies still use Windows 3.1, 
which came on the market in the 1990s. He 
expressed concern that the Department of 
Defense’s (DOD) strategic automated 
command and control system is 50 years old 
and runs on a 1970s series one IBM computer 
with an 8-inch floppy disk. He complained that 
DOD is only now in 2016 scheduled to update 
parts of its system. He said the Internal 
Revenue Service’s (IRS) Individual Master File 
(IMF) is also more than 50 years old and 
written in low level computer code. He added 
that DOD and IRS are not the only agencies 
running on legacy systems. He stated that much 
of the hearing will concern a $3.1 billion IT 
Modernization Fund (ITMF) proposal. He said 
that last week, the Government Accountability 
Office (GAO) reported that federal agencies 
closed more than 3000 data centers. He 
asserted that this consolidation reaped millions 
of dollars in savings and that there are still 
more savings on the table for agencies that 
close centers. He said that the Committee 
wants to see progress on the Federal 
Information Technology Acquisition Reform 
Act (FITARA) Implementations Scorecard 
before giving Chief Information Officers (CIO) 
additional resources. 
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Ranking Member Elijah Cummings (D-MD) 
stated there has been an increasing number of 
sophisticated cyberattacks against federal 
agencies and private companies. He stressed 
that these attacks highlight the need for 
congressional action. He complained that 
Republicans have cut federal agency budgets, 
making it difficult for agencies to upgrade their 
IT systems. He cited the reduction of the IRS 
budget by 17 percent as an example. He 
asserted that this budget cut impairs the ability 
of the IRS to hire and retain staff needed to 
replace outdated IT systems. He stated that the 
IRS’s IT staff dropped from 7,385 employees 
in 2011 to 6,730 employees today. He 
emphasized that lawmakers cannot expect 
agencies to modernize and protect themselves 
against sophisticated cyber threats without 
giving them resources. Cummings stated that 
he is cosponsoring the “Information 
Technology Modernization Act” (H.R. 4897) 
that was recently proposed by the Obama 
Administration and introduced in the House by 
House Minority Whip Steny Hoyer (D-MD). 
He stated that the bill would establish a 
dedicated $3.1 billion IT modernization fund to 
help agencies replace outdated IT systems. He 
said the bill would take some of the best 
practices from the private sector by establishing 
a revolving loan fund. He said the loan fund 
would be self-sustaining because agencies that 
receive modernization money would be 
required to repay over time. He argued this 
would ensure the fund can continue to support 
modernization projects into the future. He 
stated the bill would also establish an 
independent review board to oversee agency 
modernization proposals. He added that the 
board would monitor and provide 
technological support to agencies implementing 
modernization projects.  
 

Government Accountability Office IT 
Management Issues Director Dave Powner said 
last year the federal government spent $60 
billion on legacy systems and only $20 billion 
towards new development. He said that some 
of the legacy systems used by the government 
have components that are more than 50 years 
old. He added that many systems are tied to 
mission critical systems. He warned that having 
unsupported hardware and software in legacy 
systems increases security risks. He suggested 
for agencies to identify and prioritize which 
legacy systems need to be replaced first. He 
stated that agencies need to develop 
replacement plans with clear milestones. He 
said agencies must implement their plans with 
incremental steps and that there should be 
aggressive governance that monitors progress. 
Powner expressed support for FITARA grades 
and asserted that they promote incremental 
development and accurate CIO ratings.  
 
Internal Revenue Service (IRS) Chief 
Technology Officer Terry Milholland said the 
IRS operates a number of legacy systems vital 
to IRS operations. He stated the IRS plans to 
retire all legacy systems over time. He 
emphasized that the main challenge of legacy 
systems is that the data structure makes it 
difficult to use in a downstream service. He 
said the IRS is working to transition legacy 
systems programming language and data 
structures so that data can be available for 
modern web applications and data analytics. He 
gave the example of the development of the 
customer account data engine to replace IMF. 
He emphasized that there is not a single switch 
and noted connections through legacy systems 
are intertwined in the IRS. He said all new 
development work has been using state of the 
art programming language. He noted the 
barrier of financial constraints and the recent 
IRS budget cuts. He said that making progress 
at a faster pace will require sustained funding in 
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the IT area. He suggested Congress reauthorize 
streamlined critical pay authority so it will be 
easier for agencies to recruit and retain IT 
employees.  
 
Hearing On SSA Information Security 
 
Key Points: 

 The House OGR Committee focused on data 
security at the SSA, which has PII for most 
Americans 

 
On May 26, the House Oversight Committee 
held a hearing entitled “Social Security 
Administration: Information Systems Review.” 
Topics discussed included, but were not limited 
to: (1) Multifactor Authentication; (2) The 
Cyber Threat; (3) Social Security 
Administration Funding; (4) DHS Penetration 
Testing; (5) Social Security Numbers; (6) 
FISMA Requirements; and (7) The Disability 
Case Processing System. 
 
Chairman Jason Chaffetz (R-UT) said the 
federal government transmits and holds large 
amounts of personally identifiable information 
(PII). He noted that the National Institute of 
Standards and Technology (NIST) has said 
unauthorized access use or disclosure of PII 
can harm individuals and reduce public trust in 
institutions. He stated that the Office of 
Personnel Management (OPM) data breach 
exposed information on millions of 
government workers. He said the Committee is 
continuing its oversight of how the 
government secures PII. Chaffetz said the 
senior leadership of the Social Security 
Administration (SSA) has a responsibility to 
modernize their technology and enhance their 
security posture. He said the SSA holds PII on 
nearly every American, which makes them a 
frontline target. He suggested that SSA 
networks bear the hallmarks of poor 
information security, stating that penetration 

testers have been able to obtain global access 
privileges on their networks. He stated that the 
majority of SSA’s data resides on mainframes 
which testers said they were hesitant about 
testing, because of their “fragile operating 
posture.” Chaffetz questioned whether the SSA 
will be able to detect intruders before they do 
serious damage. He stressed the need to get 
agencies like SSA off of legacy technologies. 
He said the SSA is doing well in some areas, 
which gives him optimism. He noted that in 3 
of the past 4 years the SSA scored at least 96 
percent on the Office of Management and 
Budget’s (OMB) cybersecurity assessment, but 
the score for 2015 dropped 12 percent to 84 
percent. He said SSA improved its grade on the 
most recent Federal Information Technology 
Acquisition Reform Act (FITARA) scorecard 
from a D to a C.  
 
Ranking Member Elijah Cummings (D-MD) 
said the SSA is located in his district. He said in 
FY 2017 more than 50 million seniors will 
receive Social Security benefits. He stated that 
the SSA collects sensitive data on nearly every 
American, suggesting that a breach at the SSA 
could also affect nearly every American. He 
stated that the “good news” is that the SSA has 
never had a known penetration, but threats are 
constantly evolving. He questioned what more 
must be done to meet these threats and protect 
SSA data. Cummings said SSA has saved more 
than $300 million in its IT budget over the past 
three years. He stated that the SSA is subject to 
millions of scans and probes looking for 
weaknesses. He said audits of SSA’s systems 
found weaknesses which must be corrected, 
noting that there are still deficiencies in internal 
controls at the SSA. He said SSA’s IT budget 
has been underfunded for years. He questioned 
how additional funds would be used to address 
the SSA’s IT problems. Cummings said the 
SSA’s administrative expenses are funded by 
discretionary appropriations, not by mandatory 
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spending. He emphasized the problems with 
underfunding the SSA, noting that the 
President’s FY 2017 budget includes the first 
installment of a $300 million request over three 
years to improve the SSA’s IT systems. 
 
Social Security Administration Acting 
Administrator Carolyn W. Colvin said SSA’s IT 
infrastructure supports all of its work. She 
emphasized Klopp’s private sector expertise in 
transforming information security systems. She 
stressed the importance of modernizing SSA’s 
IT systems. She expressed support for a 
multiyear IT modernization effort. She said 
SSA is committed to working with OMB to 
spend its IT budget wisely. Colvin said each 
year SSA sees greater numbers of people doing 
business with them online. She stated that SSA 
has “significantly aged” IT infrastructure, 
which is difficult and expensive to maintain. 
She said the legacy systems must be maintained 
while new systems are created, stressing the 
need for a sustained investment. She noted that 
the President’s FY 2017 budget included a 
multiyear investment in SSA IT modernization. 
Colvin emphasized her commitment to 
protecting public information, stating that the 
SSA has multilayered and strong protections. 
She said with sustained and adequate funding 
the SSA will continue to provide the support 
the public deserves.   
 
Social Security Administration Systems Deputy 
Commissioner and Chief Information Officer 
Robert Klopp said prior to his appointment he 
worked for a variety of Silicon Valley firms. He 
said SSA’s challenges come from aging 
infrastructure serviced by an aging staff. He 
said SSA has begun to modernize its IT 
infrastructure and data architecture. He said 
SSA has deployed a modern development 
environment, which will reduce the cost of 
developing, testing, and deploying new 
software. He said SSA has deployed significant 

new cybersecurity defenses and begun hiring 
their next generation of IT staff. Klopp said 
SSA is taking a new approach of organizing 
around systems rather than products. He stated 
that SSA has also developed a new IT 
development process. He stated that SSA’s 
Customer Connect product is very ambitious 
and will set the stage for new systems over the 
next five years. He emphasized that his largest 
concern is around sustained funding. He said 
extra funding will be needed to maintain legacy 
systems. He said if the SSA lacks adequate 
funding it will fall behind.  
 
International Cyber Strategy Hearing 
 
Key Points: 

 A Senate Subcommittee examined the 
Administration’s international cybersecurity 
strategy and policies  

 
On May 25, the Senate Foreign Relations 
Committee’s East Asia, the Pacific, and 
International Cyber Security Subcommittee 
held a hearing entitled “International 
Cybersecurity Strategy: Deterring Foreign 
Threats and Building Global Cyber Norms.” 
Topics discussed included, but were not limited 
to: (1) the 2011 International Strategy for 
Cyberspace; (2) diplomatic tools; (3) nation 
state actors; (4) communication with other 
agencies; (5) a new cyber position; (6) human 
rights in cyberspace; (7) self-defense; (8) 
negotiation tactics; and (9) definitions. 
  
Chairman Cory Gardner (R-CO) declared cyber 
issues are an important strategic matter for the 
nation. He wanted to know what global threats 
exist and what the nation can do to defend 
itself against those threats. He noted that the 
Department of State (State) has released its 
International Cyberspace Policy Strategy. He 
said this document will be helpful, but 
questions remain about how effective it will be 
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at deterring foreign cyber threats. He pointed 
out that threats exist from Russia and China. 
He said questions remain about last year’s data 
breach at the Office of Personnel and 
Management (OPM).  
 
Ranking Member Ben Cardin (D-MD) stated 
cyber represents a new domain in foreign 
affairs akin to nuclear warfare. He declared 
norms create freedom of expression but 
developing these norms will not be easy. He 
noted that cyber technology can have positive 
and malleolus intents. He announced that 
addressing cybersecurity and cyber norm 
challenges will be one of the majority security 
challenges the nation faces. He declared the 
internet must belong to its users. He said the 
full potential of the internet will not be realized 
while nations such as China and Russia restrict 
access to it. He suggested that the U.S. uphold 
freedoms in cyberspace. He pointed out that 
last year the U.S. and China reached an 
agreement on cyber theft of intellectual 
property. He called this an “important” 
moment, but he wanted to know how it is 
being implemented and how it will lead to 
international norms. He supported this 
agreement, but expressed concerns China was 
not living up to the agreement. He cautioned 
that the nation’s current cyber policy is too 
ambiguous. He concluded that more work 
needs to be done. 
 
Department of State Coordinator for Cyber 
Issues Christopher Painter testified that over 
the past year, State has been working with 
other agencies to address cybersecurity, internet 
freedom and internet access. He said the 
cybersecurity stability framework that State is 
promoting has three components: the 
applicability of international law to a state’s 
behavior in cyberspace; the identification of 
additional voluntary norms of state behavior in 
cyberspace during peacetime; and the 

development and implementation of 
confidence measures to reduce the risk of 
escalation. He stated that efforts with China 
last year on cybersecurity represented a step 
forward in addressing an area of disagreement 
between the two nations. He declared two 
weeks ago, the China and U.S. cybersecurity 
senior experts group met to discuss norms and 
where the two nations stand on key 
cybersecurity issues. He said that a 2015 
meeting of the United Nations Group of 
Governmental Experts (UN GGE) developed 
recommendations regarding voluntary norms 
against harming critical infrastructure, and the 
appropriate peacetime behavior for a nation. 
He declared last November members of the G-
20 endorsed a U.S. approach to promoting 
stability in cyberspace, including a rejection of 
the cyber theft of information for commercial 
gains. He asserted that these three gains show 
the global community is agreeing with the U.S. 
approach to achieving cyber stability. He hoped 
the framework would be further reinforced in 
August at the next meeting of the UN GGE. 
He declared cybersecurity will continue to be a 
challenge, and State expects to increase and 
expand its capacity to address cyber threats. 
 
HHS Cybersecurity Hearing 
 
Key Points: 

 A House Subcommittee looked at the HHS’ 
cybersecurity and legislation to potentially 
address shortcomings 

 
On May 25, the House Energy and Commerce 
Committee’s Health Subcommittee held a 
hearing entitled “Examining Cybersecurity 
Responsibilities at HHS.” Topics discussed 
included, but were not limited to: (1) changes 
to the organizational structure at HHS; (2) 
impact of the Cybersecurity Security Act; (3) 
elements to strengthen cybersecurity; (4) 
challenges that exist in the current 
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cybersecurity structure; and (5) particular 
vulnerabilities with health data.  
 
Chairman Joe Pitts (R-PA) stated that 
cybersecurity is one of the most important, 
most urgent problems society faces. He noted 
that a great deal of sensitive information has 
been entrusted to the Federal government, and 
as the recent breach at the Office of Personnel 
Management (OPM) showed, it is not always 
the most sophisticated at protecting that 
information. Pitts discussed the Committee’s 
examination of information security at the 
Food and Drug Administration (FDA) which 
found serious weaknesses exist in the overall 
information security program at the 
Department of Health and Human Services 
(HHS). Pitts observed that a major part of the 
problem is the organizational structure in place 
HHS which places information security second 
to information operations. He pointed out that 
the official in charge of building complex 
information technology systems is also the 
official ultimately declaring those systems 
secure, thus demonstrating an obvious conflict 
of interest.  
 
Pitts said the hearing will focus on the “HHS 
Data Protection Act” (H.R. 5068) which would 
empower the current HHS Chief Information 
Security Officer (CISO) by creating the Office 
of the CISO within HHS. He explained that 
the CISO would then be an organizational peer 
to the current Office of the Chief Information 
Officer (CIO). Pitts noted that this structure is 
already used by a branch of the Department of 
Defense (DOD) and is recommended by many 
industry experts.  
 
Ranking Member Gene Green (R-TX) said 
cybersecurity represents a current and growing 
threat to our economy. He discussed the 
breach of HHS and the private sector breaches 
at Target, JPMorgan Chase, and Anthem. He 

said information and technology security 
management remains a challenge for all Federal 
agencies. He noted the “Cybersecurity Act of 
2015” (CSA) (P.L. 114-113) required the 
Secretary of HHS to review and report a plan 
to address cyber threats along with designating 
a clear official who is responsible for 
coordinating efforts. He stated that a task force 
was recently formed and a final report will be 
delivered in 2017. He asserted that a hearing 
should be held when HHS can testify since 
they will need to implement this legislation.  
 
Atlantic Council Cyber Statecraft Initiative 
Director Joshua Corman testified that he has 
been a strong advocate for the CISO and said it 
is increasingly a challenging role. He noted he 
has been appointed to the CSA Task Force. He 
said the dependence on technology is growing 
faster than the ability to protect it and stressed 
these breaches are affecting the private sector 
and Federal agencies. He expressed concern the 
ransomware attacks could demonstrate 
opportunities for adversaries to conduct attacks 
to do more than unintentional patient harm. 
Corman offered several elements for a 
successful CISO: (1) the expertise of the person 
in the position; (2) the reporting structure; (3) 
the relationship the CISO maintains with key 
stakeholders; (4) chief executive officer (CEO) 
and board-level visibility; (5) application of risk 
management principles versus minimum 
compliance standards; and (6) ability for the 
CISO to influence information technology and 
business choices. Corman asserted there is a 
migration away from the CISO reporting to the 
CIO resulting in a better focus on risk 
management principles. He suggested there is 
tremendous value in experimentation and 
testing this new structure in one agency could 
prove greatly beneficial for expanding it to all 
Federal agencies.   
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Healthcare Information and Management 
Systems Society North America (HIMSS) 
Congressional Affairs Senior Director 
Samantha Burch explained the organization has 
spent more than a decade helping the health 
care sector improve its cybersecurity 
infrastructure. She stated that cybersecurity has 
been a growing area of focus in recent years 
due to the increase of cybersecurity threats. She 
said the trend towards elevating the CISO 
reflects the recognition that security has 
become risk management activity on par with 
other executive concerns. Burch contended 
that it requires a reporting structure with a 
direct channel to the general counsel, CEO 
chief financial officer (CFO), or board of 
directors to facilitate the management of 
security risk in the context of business risk. She 
suggested that for health care providers, a 
breach can result in a serious disruption in 
patient care. She noted that it is not just the 
organizational change that will dramatically 
shift the security posture of the organization. 
Burch emphasized the right people, technology, 
and processes must also be in place. She 
asserted that HHS needs programs in place that 
support the specific business missions of its 
various operating divisions. She said breaking 
down siloes will better position HHS to move 
from an audit approach to a proactive 
approach that encourages information sharing 
across the Department. She stated there is also 
an important need to have a dialogue with the 
private sector on potential threats.  
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201. Marc 
Pitaressi, Kevin Prior, Nicole Ruzinski, and Robyn 
Gaudon contributed to this section.  
 
This Week in Congress was written by Laura 
Simmons.  
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