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TAXES 
 
Repeal of the Medical Device Tax Passes 
Out of Ways and Means  
 
Key Points 

 The House Ways and Means Committee 
voted to repeal the 2.3 percent excise tax on 
medical devices that was included as a pay-for 
in the Affordable Care Act.  

 JCT lowered its estimated cost of repeal by $2 
billion over ten year to $24.4 billion.  

 
This week, the House Ways and Means 
Committee passed legislation to repeal the 
medical device tax by a vote of 25–14.  The 
Joint Committee on Taxation’s (JCT) most 
recent estimate for the cost of repeal is 
approximately $24.4 billion over a ten-year 
period.  The cost is about $2 billion less than 
previously estimated and is attributed to 

Committee Chairman Paul Ryan’s (R-WI) 
amendment that changes the effective date to 
be prospective and only after the date of 
enactment. Many Democrats noted their 
concern that the legislation does not include 
offsets, however Representative Erik Paulsen 
(R-MN), the lead sponsor of the bill, predicted 
that Republican leaders in the House and 
Senate will be able to determine a pay-for.  
 
The Senate Finance Committee is expected to 

This Week in Congress 

 House – The House passed the “Commerce, Justice, Science, and Related 
Agencies Appropriations Act, 2016” (H.R. 2578); and began consideration of the 
“Transportation, Housing and Urban Development, and Related Agencies 
Appropriations Act, 2016” (H.R. 2577).  

 Senate – The Senate passed the “USA Freedom Act” (H.R.2048); and began 
consideration of the “National Defense Authorization Act for Fiscal Year 2016” 
(H.R. 1735).  

 
Next Week in Congress 

 House – The House is expected to continue consideration of the “Transportation, 
Housing and Urban Development, and Related Agencies Appropriations Act, 
2016” (H.R. 2577); and begin consideration the “Commodity End-User Relief Act” 
(H.R. 2289); the “Country of Origin Labeling Amendments Act” (H.R. 2393) and 
the “Intelligence Authorization Act for Fiscal Year 2016” (H.R. 2596).  

 Senate –The Senate will continue consideration of the “National Defense 
Authorization Act for Fiscal Year 2016” (H.R. 1735). 
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take up the legislation, although the exact 
timing is unclear.  Although 33 Democrats 
voted to repeal the measure in the previous 
Congress, Senate Finance Committee 
Chairman Orrin Hatch (R-UT) is waiting to 
schedule a markup until there is enough 
Democratic support to pass the bill. Hatch said 
that Senate Democrats are “playing games” and 
“we have to find the right time and the right 
legislation to put it on.”  
 
Senate Finance Committee Works to 
Prevent Stolen Identity Refund Fraud 
 
Key Points:  

 Committee Chairman Orrin Hatch (R-UT) 
and Ranking Member Ron Wyden (D-OR) 
sent the IRS a letter detailing the Committee’s 
work on tax refund fraud.  

 
Senate Finance Committee Chairman Orrin 
Hatch (R-UT) and Ranking Member Ron 
Wyden (OR) sent Internal Revenue Service 
(IRS) Commissioner John Koskinen a letter on 
the Committee’s work to combat stolen 
identity refund fraud.  The letter also asked for 
the IRS to work with the Committee to find 
preventative solutions to keep fraud from 
occurring.  The letter states “it is clear that 
current measures to prevent tax fraud are 
insufficient and more must be done” and 
underscored the importance of collaborating, 
reading “any solution must involve 
coordination between Congress, the IRS, state 
agencies, law enforcement, and the tax 
preparation industry.”  The Committee held a 
hearing this week on the data theft at the IRS 
that compromised over 100,000 tax returns.  
 
Senate Finance Tax Reform Working 
Groups Expected to Finish Work by Early 
Summer 
  
Key Points: 

 The Working Group on International Tax is 
most likely to have specific recommendations 
while other groups are expected to have policy 
options but no or few recommendations. 

 
The Senate Finance Committee’s Working 
Groups on a tax reform will most likely 
complete their work around the end of June, 
although few firm recommendations are 
expected to be made by most of the groups. 
Committee Chairman Orrin Hatch (R-UT) did 
not issue a specific deadline to the groups, but 
has indicated he would like their work to be 
finished as soon as possible.  Only the 
International Tax Working Group is 
anticipated to provide detailed options or actual 
recommendations to reform the tax code. 
Senators Rob Portman (R-OH) and Charles 
Schumer (D-NY), the co-chairmen of the 
group, noted their eagerness to report on the 
group’s “very good progress.”  
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Laura 
Simmons contributed to this report.     
 
TRADE 
 
House Vote on Trade Bill Could Be In 

Upcoming Dates 
July 31, 2015: Highway Trust Fund 
patch and MAP-21 extension expires 
June 30, 2015: Export-Import Bank 
reauthorization expires 
July 31, 2015: Highway Trust Fund 
patch and MAP-21 extension expires 
September 30, 2015: FAA 
reauthorization expires and FY 2015 
ends 
September-October 2015: CBO 
projects that the Department of the 
Treasury will have exhausted its 
extraordinary measures 
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Next Week or Two 
 
Key Points 

 The timing of TPA vote remains unclear as 
House leaders work to increase support for 
legislation next week or two is possible 

 
The House is expected to vote in the next week 
or two on fast-track trade legislation, which the 
Senate passed last week. The legislation would 
allow President Obama to submit 
implementing legislation for trade pacts that 
meets certain requirements for a straight up-or-
down vote in Congress with no amendments. 
Speaker of the House John Boehner (R-OH) 
told media outlets that the measure is short of 
votes but expressed confidence the bill will 
pass. Boehner said he hopes to see the bill on 
the House floor “in the next few weeks” as 
offsets for the bill have yet to be decided on. 
House Minority Leader Nancy Pelosi (D-CA) 
said there are only about 18 to 20 Democrats 
supporting the bill, and called on Boehner to 
deliver 200 Republican votes. Boehner 
responded that Democrats should ignore “big 
labor and liberal special interests” and vote for 
fast track. 
 
In an effort to increase bipartisan support for 
the bill, House leaders may move Trade 
Promotion Authority (TPA) at the same time 
as a Trade Adjustment Assistance (TAA) bill. 
The Congressional Budget Office (CBO) 
estimates the TAA would save $700 million by 
extending some Medicare sequester cuts 
worked out in past budget deals through March 
2025. The bill will need to find $610 million in 
Medicare savings to be deficit neutral, with 
House Ways and Means Committee staff 
reporting the bill is intended to reduce the 
deficit by $80 million. Over 60 House 
Democrats sent a letter to Boehner and Pelosi 
calling for a different offset, reading: “while it 
is clear we need Trade Adjustment Assistance, 

it is not clear why the offset should be 
extended budget limitations on Medicare.”  
 
Upcoming Hearings and Events 
 
June 10 
ACA and FY 2016 HHS Budget: The House 
Ways and Means Committee will hold a hearing 
on the 2010 health care law implementation 
and the FY 2016 budget request for the 
Department of Health and Human Services. 
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Laura 
Simmons contributed to this report.     
 
FINANCIAL SERVICES 
 
CFTC Market Risk Advisory Committee 
Meets to Discuss Concentration of FCMs, 
Cybersecurity 
 
Key Point: 

 The Commodity Futures Trading 
Commission’s (CFTC) Market Risk 
Advisory Committee held a meeting to discuss 
issues related to cybersecurity threats and the 
concentration of Futures Commission 
Merchants (FCMs).  

 
On June 2, the Commodity Futures Trading 
Commission (CFTC) held a meeting of its 
Market Risk Advisory Committee (MRAC or 
the Advisory Committee). The MRAC 
discussed issues related to: “(1) the appropriate 
industry response to current and potential 
cybersecurity threats; and (2) the concentration 
of Futures Commission Merchants, and its 
effect on, and other factors currently affecting, 
market liquidity.” CFTC Commissioner Sharon 
Bowen (MRAC sponsor) noted the importance 
of cybersecurity and suggested it is critical that 
the financial services industry has strong 
protections. She noted the issue of liquidity in 
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the markets and the importance of the CFTC 
receiving information from market participants.  
 
Bank of England Senior Manager David Evans 
noted in June 2013, the UK’s Financial Policy 
Committee issued a recommendation to work 
with the core of the financial infrastructure to 
improve and test resilience to cyber attacks. He 
stated they realized that without a common 
framework it would be difficult to assess the 
adequacy of cybersecurity capabilities. He 
explained the CBEST program is a voluntary 
program designed to test for threats to the 
“core” institutions (those whose failure would 
impact the financial system). He explained the 
penetration tests, conducted by accredited 
threat intelligence companies, assess a firm’s 
capabilities to withstand cyber attacks. CFTC 
Chairman Timothy Massad noted the U.S. has 
certain mechanisms for sharing threat 
intelligence such as the Financial Services-
Information Sharing and Analysis Center (FS-
ISAC). Evans stated there are similar sharing 
mechanisms in the UK and the CBEST 
program is not intended to “undermine” these 
mechanisms.  
 
 
During a discussion of liquidity in the 
derivatives market Deutsche Bank OTC 
Derivatives Clearing & Prime Brokerage, 
Deutsche Bank Global Head and Managing 
Director Piers Murray explained “liquidity is in 
the eye of the beholder.” He suggested there 
are different definitions for liquidity depending 
on the types of market. KCG Holdings Global 
Head of Fixed Income Isaac Chang stated it is 
complicated to determine liquidity given the 
lack of publicly available pricing information. 
Chang stated the CFTC should focus on 
increasing market data on a pre- and post-
transaction basis so that liquidity can be better 
monitored. Americas for ICAP Group 
Executive Director John Nixon stated liquidity 

is “episodic” in every market. He suggested a 
lot of liquidity has been removed due to 
regulatory changes. CME Group President of 
CME Clearing Sunil Cuntinho stated there is a 
need to make sure markets have a diversity of 
participants and access for participants. He 
stated some of the rules are well intended and 
some of the rules have, for brokers or 
intermediaries providing access to market 
participants, made access expensive. Stanford 
University Graduate School of Business 
Professor of Finance and Economics Anat 
Admanti stated there is no reason for leverage 
requirements at the levels currently required. 
She stated liquidity is not something that can be 
“demanded” of companies to hold. CFTC 
Commissioner Mark Wetjen stated a lot of the 
discussion has been around accessibility and 
capital requirements that the CFTC has no 
control over but they are “working on what 
they can.” He stated there needs to be more 
transparency, more accessibility to trading 
venues, and more diversity in liquidity 
providers. He noted the CFTC has some policy 
actions they could revisit.  
 
CFTC Commissioner J. Christopher 
Giancarlo Remarks at Cato Summit on 
Financial Regulation  
 
Key Point: 

 CFTC Commissioner J. Christopher 
Giancarlo gave remarks to the Cato Summit 
on Financial Regulation on the impacts of 
financial regulation on market efficiency and 
liquidity.  

 
On June 2, CFTC Commissioner J. 
Christopher Giancarlo gave remarks to the 
Cato Summit on Financial Regulation. He 
noted that this is the worst U.S. recovery from 
any recession since the Great Depression and 
there are continued attacks on financial 
prosperity. He suggested that risk cannot 
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simply be “extracted from the marketplace 
through centralized economic planning.”  
 
Giancarlo suggested that the “plethora of 
federal regulation” is a “major drag” on the 
U.S. economy. Giancarlo noted the importance 
of maintaining “deep and liquid” U.S. markets, 
and that derivatives are one of the “key 
reasons” for the liquidity in the U.S. markets.  
 
Giancarlo suggested that “arising from the 
incomplete narrative” of the recent financial 
crisis are many new financial sector regulations 
that are “disproportionately focused on capital 
adequacy” without corresponding attention to 
housing finance reform. He stated these new 
financial regulations are significantly impacting 
trading liquidity. He stated the CFTC has 
contributed to this impact with “flawed” swaps 
trading rules, the double-charging of margin on 
certain types of derivatives trades used to 
manage risks, the likely imposition of strict 
limits on risk management of energy and 
commodities, and the “immensely 
complicated” Volcker Rule. He noted other 
contributing rules such as: regulatory-imposed 
margin payments on uncleared swaps; 
enhanced central clearinghouse recovery 
procedures; capital retention and leverage 
reduction requirements under Basel III; and 
other “rigid” leverage ratios from “global 
shadow regulators” like the Financial Stability 
Board (FSB). He noted the “piecemeal” 
approach to implementing these regulations is 
causing global market fragmentation.  He noted 
in response to the “deluge of capital 
constraining regulations” major money center 
banks are building up large capital reserves 
rather than putting their capital to work in the 
markets.  
 
Giancarlo stated that the Dodd-Frank Act 
(DFA) stated that the Financial Stability 
Oversight board (FSOC) has been an 

“unmitigated failure as a coordinator of 
regulatory reform.” He noted the recent FSOC 
report in which they call on regulators to 
“monitor how these regulations impact market 
liquidity” but suggested that this is exactly what 
the FSOC itself should be doing. He suggested 
the FSOC should do some “stress testing” of 
its own to fully consider the impact of the 
“mass of liquidity reducing” regulations have 
on the markets. Giancarlo called for a return to 
efficient capital markets without “artificial 
liquidity constraints” and for the FSOC to 
“step up” to its statutory duty.  
 
SEC Advisory Committee on Small and 
Emerging Companies Meets to Discuss 
Disclosures, Crowdfunding, Venture 
Exchanges 
 
Key Points: 

 The Securities and Exchange Commission’s 
Advisory Committee on Small and Emerging 
Companies held a meeting to discuss public 
company disclosure effectiveness, venture 
exchanges, intrastate crowdfunding, and the 
treatment of “finders.”  

 The Advisory Committee voted to approve a 
recommendation to the SEC on Section 4(a)(1 
½) of the Securities Act of 1933.  

 
On June 3, the Securities and Exchange 
Commission’s (SEC or Commission) Advisory 
Committee on Small and Emerging Companies 
(Advisory Committee) convened a meeting to 
focus on “public company disclosure 
effectiveness, intrastate crowdfunding, venture 
exchanges, and treatment of “finders.” The 
Advisory Committee also approved a 
recommendation to the Commission regarding 
the “Section 4(a)(1½) exemption” sometimes 
used by shareholders to resell privately issued 
securities. SEC Chair Mary Jo White noted the 
SEC continues to make progress implementing 
the JOBS Act and is pushing to complete the 

http://www.williamsandjensen.com/
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crowdfunding provisions this year. She noted 
the SEC is currently undertaking a disclosure 
effectiveness review and she welcomed the 
Advisory Committee’s thought on this issue.  
 
SEC Division of Corporation Finance 
Associate Director Karen Garnett stated the 
SEC is undertaking an effort on disclosure 
effectiveness. She noted this is a long process 
of gathering information and working towards 
a recommendation. Garnett explained as they 
work through the process they are hopeful 
there are opportunities to enhance disclosures 
while reducing costs for those providing 
disclosures. She stated SEC Division of 
Corporation Finance Director Keith Higgins 
gave a speech in October that serves as a good 
update of the project.  
 
NASAA Corporate Finance Chair Michael 
Pieciak stated there has been recent 
development of state based crowdfunding, 
which is part of a larger overhaul that the states 
are considering on capital formation. Pieciak 
stated 16 states have intrastate crowdfunding 
regulations in place, 9 will be active soon, 12 
are pending, 2 are investigating, and 1 has 
defeated a proposal. Commissioner Michael 
Piwowar stated he sees the federal and state 
efforts as complimentary and suggested the 
idea of regional crowdfunding is “intriguing.”   
 
SEC Division of Trading and Markets Office 
of Market Supervision Associate Director 
David Shilman explained dialogue about 
venture exchanges has become increasingly 
prominent over the last few years. He observed 
many venture exchanges have had difficulty 
becoming viable because it is difficult to attract 
liquidity and impacts of regulations such as 
Regulation NMS. He said the Commission is 
looking at ways to reduce trading venue 
competition to see if concentration will lead to 

alternative models to promote liquidity in small 
capitalization stocks.  
 
Shumaker, Loop & Kendrick LLP Partner 
Gregory C. Yadley explained getting money at 
the beginning of a company’s life cycle is 
difficult, and using an unregistered broker is 
not an option since federal law prohibits 
trading securities without a license and without 
being a member of FINRA. He noted that 
finders are an exception to this rule, but there 
are questions surrounding who qualifies. Yadley 
said the ABA recommended establishing a 
simplified system for registration for private 
placement broker dealers. Yadley noted the 
SEC’s Small Business Forum made similar 
recommendations.  
 
House and Senate Hold Hearings on 
Export-Import Bank Reauthorization 
 
Key Point: 

 House and Senate panels hold hearings on 
Export-Import Bank reauthorization. The 
Export-Import Bank’s charter is scheduled to 
expire on June 30, 2015. 

 
This week, the House Financial Services 
Committee and the Senate Banking Committee 
held hearings on the reauthorization of the 
Export-Import Bank (Ex-Im or Ex-Im Bank). 
The Ex-Im Bank’s charter is scheduled to 
expire on June 30, 2015. 
 
At the June 3, House Financial Services 
Committee hearing Chairman Jeb Hensarling 
(R-TX) said that there are a limited number of 
companies that benefit from financing from 
the Ex-Im Bank, and contended that it should 
not be reauthorized. Representatives Bill 
Huizenga (R-MI), Scott Garrett (R-NJ), Sean 
Duffy (R-WI), Patrick McHenry (R-NC) and 
Robert Pittenger (R-NC), Bruce Poliquin (R-
ME) and Mia Love (R-UT) raised concerns that 
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the Ex-Im Bank picks winners and losers, is 
subject to significant amounts of fraud, and is 
not engaging in adequate risk management. 
Representative Frank Lucas (R-OK) stated that 
he would support reauthorization if it were 
accompanied by reforms.  
 
Democrats on the panel, including Ranking 
Member Maxine Waters (D-CA), 
Representatives Gwen Moore (D-WI), Joyce 
Beatty (D-OH), Ruben Hinojosa (D-TX), Al 
Green (D-TX), Brad Sherman (D-CA), 
Stephen Lynch (D-MA), Carolyn Maloney (D-
NY), Emanuel Cleaver (D-MO), expressed 
support for Ex-Im reauthorization. Waters  
explained that financing from the bank has 
helped create thousands of jobs in businesses 
across every state. She contended that the 
majority of businesses support the Export-
Import Bank and that she said she will do 
everything possible to make sure the Bank is 
not shut down.   
 
On June 4, the Senate Banking Committee held 
a hearing entitled “Oversight of the Export-
Import Bank of the United States.” Chairman 
Richard Shelby (R-AL) in a statement suggested 
a long-term reauthorization of the Ex-Im Bank 
is not merited due to its failures in risk 
management. He pointed to the Inspector 
General’s (IG) report on the Ex-Im Bank’s 
challenges in managing its core responsibilities. 
He stated that taxpayers should not be asked to 
backstop the Ex-Im Bank’s portfolio if the 
Bank cannot manage its own risks. Shelby said 
Ex-Im has disproportionate exposures to 
certain industries, regions, and foreign partners, 
and he expressed concerns that the necessary 
reforms may not be achievable.  
 
Ranking Sherrod Member Brown (D-OH) in a 
statement stressed the need to reauthorize the 
Ex-Im Bank, noting the historical bipartisan 
support for the Bank.  He said that short-term 

extensions are bad for businesses and for the 
Export-Import Bank itself. Brown contended 
that the Export-Import Bank helps to support 
job creation. Noting that there are about 60 
export credit agencies worldwide, he suggested 
that allowing the Ex-Im Bank to expire would 
place U.S. firms at a disadvantage to firms in 
India and China.  
 
Senator Joe Donnelly (D-IN) emphasized the 
importance of Ex-Im to small businesses. 
Senators Elizabeth Warren (D-MA) and Heidi 
Heitkamp (D-ND) expressed support for 
reauthorizing Ex-Im but suggested that 
reforms are needed to the program.  Senators 
Bob Corker (R-TN) and Mike Rounds (R-SD) 
criticized the decision by the Ex-Im not to 
support projects related to coal. Senator Pat 
Toomey (R-PA) raised concerns that the Ex-Im 
interferes with the free market. 
 
Upcoming Events 
 
June 11 
HUD Oversight: The House Financial 
Services Committee will hold a hearing entitled 
“The Future of Housing in America: Oversight 
of the Department of Housing and Urban 
Development.” 
 
Legislative Hearing: The House Financial 
Services Committee’s Subcommittee on 
Financial Institutions and Consumer Credit will 
hold a hearing entitled “Examining Legislative 
Proposals to Preserve Consumer Choice and 
Financial Independence.” 
 
June 18 
CFPB Consumer Advisory Board: The 
Consumer Financial Protection Bureau (CFPB) 
Consumer Advisory Board (CAB) will meet to 
discuss recent proposals related to payday 
loans, auto-title loans, and other longer term 
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credit products. CFPB Director Richard 
Cordray is expected to give remarks. 
 
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 
 
Committee Approves Chemical Safety 
Legislation  
 
Key Points: 

 The House Energy and Commerce Committee 
unanimously approved the “TSCA 
Modernization Act of 2015,” bipartisan 
legislation that would update the Toxic 
Substances Control Act.  

 The House of Representatives is expected to 
vote on the bill later in June. Senators have 
introduced a different version of TSCA reform 
legislation.   

 
On June 3, the House Energy and Commerce 
Committee held a markup of the “TSCA 
Modernization Act of 2015” (H.R. 2576) 
introduced by Environment and the Economy 
Subcommittee Chairman John Shimkus (R-IL). 
As described in a Committee press release, the 
legislation “brings much-needed reform to the 
decades-old Toxic Substances Control Act, 
which was first implemented in 1976 but has 
failed to live up to its intended objective – 
managing hazardous chemicals in commerce.” 
 
The bill would change the way the 
Environmental Protection Agency (EPA) 
regulates chemicals and chemical byproducts, 
providing new rules and procedures for 
evaluating and managing the risk of chemical 
exposure. Additionally, the bill would: 

 Remove the “least burdensome” test, 
the cost-benefit standard for risk 

management, and limitations on testing 
authority;  

 Remove outdated caps on user fees;  

 Allow for expedited action on 
chemicals that are persistent, 
bioaccumulative, and toxic; and 

 Preserve the role of state governments 
to provide additional restrictions on 
chemical uses. 

 
An Energy and Commerce Committee staff 
memo includes a more detailed summary of the 
bill’s provisions.   
 
Chairman Fred Upton (R-MI) stated that 
TSCA has not been updated in “nearly 40 
years.” He noted that the bill enjoys “strong” 
bipartisan support. He said the Senate is 
currently working on a companion bill 
supported by Senator Tom Udall (D-NM) and 
Senator Jim Inhofe (R-OK), the “Frank R. 
Lautenberg Chemical Safety for the 21st 
Century Act” (S. 697).   
 
Representative Diana DeGette (D-CO) 
emphasized that the new law should be 
structured to equip EPA with authority to 
protect individuals from toxic chemicals over 
the long-term. She expressed concern that the 
industry driven assessments in the bill could 
result in the EPA spending too much time on 
reviews important to the industry at the 
expense of time devoted to the chemicals most 
dangerous to public health.   
 
Members proposed two amendments during 
the markup: 

 Representative John Shimkus (R-IL) 
offered a manager’s amendment to 
make technical and conforming 
changes to the bill. He said that the 
language was crafted by both majority 
and minority staff members, along with 
input from the EPA. Ranking Member 
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Frank Pallone (D-NJ) expressed 
support for the amendment, which the 
Committee adopted by a voice vote.  

 Representative Anna Eshoo (D-CA) 
offered an amendment which, as she 
described it, would make “minor” 
changes to the savings provisions of the 
bill to ensure that the Federal law does 
not preempt state laws through “vague” 
language in the legislation. She said that 
a number of states have passed 
regulations limiting or banning the use 
of toxic chemicals in products, arguing 
that the protections these states have 
put in place should be preserved as 
much as possible. She noted that the 
amendment was based on 
recommendations made by twelve state 
attorneys general. She emphasized that 
the amendment would clarify that 
preemption would only occur when it is 
“impossible” to comply with both state 
and Federal laws. Eshoo withdrew the 
amendment with the intent to negotiate 
potential language on the issue in time 
for the House floor debate of the 
legislation.   

 
The House is expected to vote on the bill later 
this month.   
 
EPA Issues Draft Report on Hydraulic 
Fracturing Impacts on Drinking Water 
Resources 
 
Key Points: 

 On Thursday, the EPA released the draft 
version of its long-awaited study of the impact 
of hydraulic fracturing on drinking water.   

 Proponents of oil and gas development touted 
the report’s finding that hydraulic fracturing 
has not been linked to widespread or systemic 
water contamination. Opponents pointed to 
limitations on the EPA’s collection of data. 

The EPA itself underscored a series of 
“potential vulnerabilities” involving hydraulic 
fracturing.   

 
On June 4, the Environmental Protection 
Agency (EPA) released its draft “Assessment 
of the Potential Impacts on Hydraulic 
Fracturing for Oil and Gas on Drinking Water 
Resources”. In 2009, Congress, through the 
conference report for the “Department of the 
Interior, Environment and Related Agencies 
Appropriations Act, 2010” (H.Rept. 111-316) 
requested that the EPA “carry out a study on 
the relationship between hydraulic fracturing 
and drinking water, using a credible approach 
that relies on the best available science, as well 
as independent sources of information.” 
 
As described in the draft’s executive summary, 
the “report synthesizes available scientific 
literature and data to assess the potential for 
hydraulic fracturing for oil and gas to change 
the quality or quantity of drinking water 
resources, and identifies factors affecting the 
frequency or severity of any potential changes.” 
 
While the study found a very low incidence of 
drinking water contamination caused by 
hydraulic fracturing activities and no 
“widespread, systemic impacts on drinking 
water resources”, it raised a number of 
potential concerns. The EPA highlighted these 
“potential vulnerabilities” in a press release 
accompanying the draft report: 

 “water withdrawals in areas with low 
water availability;” 

 “hydraulic fracturing conducted directly 
into formations containing drinking 
water resources;” 

 “inadequately cased or cemented wells 
resulting in below ground migration of 
gases and liquids;” 
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 “inadequately treated wastewater 
discharged into drinking water 
resources; and” 

 “spills of hydraulic fluids and hydraulic 
fracturing wastewater, including 
flowback and produced water.” 

 
The EPA’s Science Advisory Board’s Hydraulic 
Fracturing Research Advisory Panel will review 
the draft report and receive public input 
through a series of teleconferences and a three-
day meeting this fall.  
 
Findings: 
 
The EPA states that it “did not find evidence 
that...mechanisms [by which hydraulic 
fracturing activities have the potential to impact 
drinking water resources] have led to 
widespread, systemic impacts on drinking water 
resources in the United States.” The EPA also 
found that “[t]he number of identified cases [of 
drinking water contamination] was small 
compared to the number of hydraulically 
fractured wells.” The report notes however that 
while the low number of cases of 
contamination “could reflect a rarity of effects 
on drinking water resources, [it] may also be 
due to other limiting factors...[including] 
insufficient pre-and post-fracturing data on the 
quality of drinking water resources; the paucity 
of long-term systemic studies; the presence of 
other sources of contamination...; and the 
inaccessibility of some information on 
hydraulic fracturing activities and potential 
impacts.” 
 
Regarding surface spills of hydraulic fracturing 
fluids, the EPA examined 151 incidents, and 
found that “fluids reached surface water in 13 
(9% of 151)  cases and soil in 97 (64%) cases.” 
The EPA notes that “[n]one of the spills of 
hydraulic fracturing fluid were reported to have 
reached ground water.” 

 
Potential Impacts: 
 
The report includes a number of statements 
regarding potential impacts of hydraulic 
fracturing including: 

 While hydraulic fracturing accounts for 
less than 1% of water use nationally, 
“water withdrawals could potentially 
impact the quantity and quality of 
drinking water resources at more local 
scales”. 

 “The potential for impacts to drinking 
water resources from hydraulic 
fracturing water withdrawals is highest 
in areas with relatively high fracturing 
water use and low water availability.”  

 “Future problems could arise if 
hydraulic fracturing increases 
substantially in areas with low water 
availability, or in times of water 
shortages.”  

 “On-site storage, mixing, and pumping 
of chemicals and hydraulic fracturing 
fluids have the potential to result in 
accidental releases, such as spills or 
leaks.”  

 “There are two major subsurface 
mechanisms by which the injection of 
fluid and the creation and propagation 
of fractures can lead to contamination 
of drinking water resources: (1) the 
unintended movement of liquids or 
gases out of the production well or 
along the outside of the production 
well into a drinking water resource via 
deficiencies in the well’s casing or 
cement, and (2) the unintended 
movement of liquids or gases from the 
production zone through subsurface 
geologic formations into a drinking 
water resource.”  
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 “Wastewater management and disposal 
could affect drinking water resources 
through multiple mechanisms, 
including: inadequate treatment of 
wastewater prior to discharge to a 
receiving water, accidental releases 
during transport or leakage from 
wastewater storage pits, [and] 
unpermitted discharges...” 

 
Congressional Reaction: 
 
House Energy and Commerce Committee 
Chairman Fred Upton (R-MI) issued a 
statement declaring that “hydraulic fracturing 
has been used safely for decades and the latest 
from EPA today further underscores that 
point.” He urged the Obama Administration to 
“now reconsider the burdensome regulations it 
intends to place on hydraulic fracturing on 
federal lands, and…refrain from any notion of 
broader federal involvement in an issue that 
states and communities are safely managing.”   
 
Energy and Commerce Committee Democrats 
expressed a different view of the study. In their 
statement, Ranking Member Frank Pallone (D-
NJ), Oversight and Investigations 
Subcommittee Ranking Member Diana 
DeGette (D-CO) and Environment and the 
Economy Subcommittee Ranking Member 
Paul Tonko (D-NY) stated that “[w]hile the 
current draft indicates that the overall 
percentage of contamination cases may be 
small, it acknowledges there have been 
contamination events.” They also emphasized 
that it is “important to note that this study 
relied on voluntary reporting, which affects 
both the quality and scope of the data 
available[, which] is an unfortunate 
consequence of the lack of federal regulation of 
hydraulic fracturing.”   
 
Next Steps: 

 
The EPA announced in its press release that 
the draft “study will be finalized after review by 
the Science Advisory Board and public review 
and comment.” On June 5, the EPA published 
a notice in the Federal Register providing a 
schedule for Science Advisory Board 
teleconferences and a public meeting of the 
Hydraulic Fracturing Research Advisory Panel 
“to conduct a review of the EPA draft report”. 
Teleconferences are scheduled for: September 
30, 2015; October 1, 2015; and October 19, 
2015. The Advisory Panel will hold its public 
meeting on October 28-30, 2015.   
 
Energy and Power Subcommittee 
Continues Hearings on Energy Legislation 
 
Key Point: 

 The House Energy and Power Subcommittee 
continued its series of hearings on draft energy 
legislation, focusing this week on testimony 
from the Secretary of Energy and draft 
proposals addressing energy efficiency and 
accountability.   

 
This week, the House Energy and Commerce 
Committee’s Energy and Power Subcommittee 
held three days of hearings on components of a 
broad energy bill that full committee Chairman 
Fred Upton (R-MI) plans to assemble and vote 
on in the coming weeks.  
 
On June 2, the Subcommittee held a hearing 
titled “Quadrennial Energy Review and Related 
Discussion Drafts”. The Subcommittee heard 
testimony from Energy Secretary Ernest Moniz 
focusing on the recently-completed first 
Quadrennial Energy Review (QER) report. 
 
In his opening statement at Tuesday’s hearing, 
Upton declared that America’s energy picture is 
rapidly changing, and laws and regulations need 
to change with it. He noted concerns about 
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declining domestic energy output have been 
erased by rapidly rising oil and natural gas 
production, with the U.S. adding 1.23 million 
barrels per day of production in 2013. He said 
rising energy production requires more energy 
infrastructure and the QER and the 
Committee’s discussion draft legislation both 
contain ideas for upgrading and expanding the 
nation’s energy infrastructure in a way that 
reduces environmental and safety risks. He 
asserted that, in addition to economic benefits, 
energy abundance can have foreign policy 
benefits. Upton said many allies would rather 
buy their natural gas from the U.S. as opposed 
to Russia or Iran. He said LNG exports will 
benefit the U.S. economy, consumers, and 
allies. Upton contended that “the same could 
be said for oil exports”; however, a statutory 
ban has prevented U.S. crude oil exports for 
the last four decades. He stated “it’s time that 
Congress considers revising the ban on crude 
oil exports”, noting the U.S. now produces 
enough oil to make increased exports feasible. 
He noted the recent decline in oil prices has 
resulted in the loss of 100,000 energy industry 
jobs and suggested that “the case for creating 
more jobs by expanding the market for 
American oil is a key reason why oil exports 
should be on this Committee’s agenda this 
year.” He noted the discussion draft legislation 
does not contain provisions on the crude oil 
ban, but expressed interest in working with 
Representative Joe Barton (R-TX) and others 
on the issue.            
 
In his testimony, Secretary of Energy Ernest 
Moniz stated the U.S. has reaped enormous 
benefits from its energy revolution over the last 
several years, which he said includes renewables 
and efficiency, in addition to increased 
hydrocarbon development. He noted these 
changes have challenged the energy 
infrastructure, which needs to be modernized 
and transformed. He explained that the QER 

provides recommendations on transmission, 
storage, and distribution. Moniz asserted 
infrastructure investments must serve energy 
security in a broader sense than the “oil-
centric” focus of the last several decades and 
include energy efficiency, transparent markets, 
and renewable energy. Moniz discussed the 
need to modernize the Strategic Petroleum 
Reserve (SPR) and the authorities for its use. 
He said state planning grants to help states 
update and expand their emergency 
preparedness and security strategies to enhance 
reliability are critical. He noted the QER 
recommends a pre-disaster infrastructure 
hardening grant, transformer reserves, and a 
systematic program to replace aging and unsafe 
natural gas distribution pipelines. Moniz noted 
the President’s most recent budget request 
includes a “down payment” for funding some 
QER recommendations and expressed concern 
that the House appropriations legislation does 

Upcoming Dates: Energy and 
Environment 
June 5. 2015: End of the comment period 
for the Bureau of Land Management’s oil 
and gas royalty Advanced Notice of 
Proposed Rulemaking.   
June 16, 2015: End of the comment period 
on the Interior Department’s proposed rule 
on offshore drilling/blowout preventers.   
July: The Interior’s Department’s Bureau of 
Land Management is expected to issue a 
Notice of Proposed Rulemaking on venting 
and flaring of natural gas on federal lands.   
August: EPA is expected to publish a 
notice of proposed rulemaking on 
“Emission Standards for New and Modified 
Sources in the Oil and Natural Gas 
Sector”.    
August: EPA is expected to issue its final 
rules limiting greenhouse gas emissions 
from new and existing power plants.   
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not meet the needs for energy infrastructure.  
 
On June 3 and 4, the Subcommittee held a 
two-day hearing titled “Discussion Draft on 
Accountability and Department of Energy 
Perspectives on Title IV: Energy Efficiency”. 
The hearing covered the “Subtitle A – Energy 
Efficiency” discussion draft and the “Subtitle B 
– Accountability” discussion draft.   
 
Upcoming Hearings and Events 
 
June 9 
Energy Accountability and Reform 
Legislation: The Senate Energy and Natural 
Resources Committee will hold a hearing on 
“Energy Accountability and Reform 
Legislation”.  
 
June 10 
Public Lands Legislation: The Senate Energy 
and Natural Resources Committee’s National 
Parks Subcommittee will hold a hearing on a 
series of public lands bills.   
 
WOTUS Legislation: The Senate 
Environment and Public Works Committee 
will mark up the “Federal Water Quality 
Protection Act” (S. 1140). Senator John 
Barrasso (R-WY) introduced the bill on April 
30. According to a press release issued by 
Senator Barrasso, the legislation would direct 
“the Environmental Protection Agency (EPA) 
and Army Corps of Engineers to issue a revised 
‘waters of the United States’ (WOTUS) rule 
that protects traditional navigable water from 
water pollution, while also protecting farmers, 
ranchers and private landowners.” The EPA 
issued the final WOTUS rule on May 27.    
 
June 11 
EPA Nominations: The Senate Environment 
and Public Works Committee will hold a 
hearing on the nominations of: Ann Dunkin to 

be Assistant Administrator for Environmental 
Information of the Environmental Protection 
Agency (EPA); Thomas Burke to be Assistant 
Administrator of the Office of Research and 
Development of the EPA; and Jane Nishida to 
be Assistant Administrator of the Office of 
International and Tribal Affairs of the EPA.   
 
June 12 
Ozone Rule: The House Energy and 
Commerce Committee’s Energy and Power 
Subcommittee will hold a hearing on the 
“EPA’s Proposed Ozone Rule”.   
 
June 15-16 
EIA Energy Conference: The Energy 
Information Administration (EIA) will hold its 
annual Energy Conference.   
 
June 16 
Department of Energy Nominations: The 
Senate Energy and Natural Resources 
Committee will hold a hearing on the 
nominations of: Jonathan Elkind to be an 
Assistant Secretary of Energy for International 
Affairs; and Monica Regalbuto to be an 
Assistant Secretary of Energy for 
Environmental Management.   
 
July 9 
Nuclear Fuel Cycle: The Senate Energy and 
Natural Resources Committee will hold a 
hearing on “on the back-end of the nuclear fuel 
cycle and related legislation, including S. 854, 
the Nuclear Waste Administration Act of 
2015.” 
 
For more information about energy and environment 
issues you may email or call Frank Vlossak at 202-
659-8201. Lucas Rogers and Greg Frink contributed 
to this report. Updates on energy and environment issues 
are available during the week on twitter. 
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DEFENSE 
 
Senate Takes Up FY 2016 NDAA 
 
Key Points: 

 Senate begins work on the NDAA much 
earlier than normal 

 Consideration of amendments has begun 

 White House threatens to veto the bill  
 
This week, the Senate turned to the FY 2016 
National Defense Authorization Act (NDAA) 
(S. 1376). This is the earliest the Senate has 
considered legislation that is usually one of the 
last major bills brought to the floor each 
session. Senate Democrats signaled their 
displeasure with the Republican plan to shift 
authorization of Department of Defense 
(DOD) base-budget funding to the Overseas 
Contingency Operations (OCO) accounts, 
which are not subject to the spending cap on 
national security accounts set per the “Budget 
Control Act of 2011” (BCA). However, Senate 
Minority Leader Harry Reid (D-NV) said that 
Senate Democrats would not filibuster the FY 
2016 NDAA. 
 
After the Senate finished consideration of the 
USA FREEDOM Act (H.R. 2048), Senate 
Majority Leader Mitch McConnell (R-KY) 
withdrew his motion to proceed to the House-
passed FY 2016 NDAA (H.R. 1735) and asked 
and received unanimous consent to proceed to 
consideration on June 3. This week, the Senate 
considered and disposed of a number of 
amendments with consideration to continue 
next week. 
 
In the Committee Report, the Committee 
stated that “[t]he Administration’s budget 
request for national defense discretionary 
programs within the jurisdiction of the Senate 
Committee on Armed Services for fiscal year 
2016 was $604.1 billion.” The Committee 

stated that “[o]f this amount, $534.2 billion was 
requested for base DOD programs, $19.0 
billion was requested for national security 
programs in the Department of Energy (DOE) 
and the Defense Nuclear Facilities Safety Board 
(DNFSB), and $50.9 billion was requested for 
OCO.” The Committee noted that it 
“recommends an overall discretionary 
authorization of $604.1 billion in fiscal year 
2016, including $496.5 billion for base DOD 
programs, $18.7 billion for national security 
programs in the DOE and the DNFSB, and 
$88.9 billion for OCO.” 
 
The Committee stated that its package would 
authorize funding at the following levels for 
major programmatic areas with the 
Administration’s request in parentheses: 

 Procurement: $111.847 billion 
($106.967 billion) 

 Research, Development, Test and 
Evaluation: $70.891 billion ($69.784 
billion) 

 Operation and Maintenance: $176.517 
billion ($134.071 billion) 

 Military Personnel: $136.734 billion 
($135.480 billion) 

 Other Authorizations: $35.917 ($35.890 
billion) 

 Military Construction: $8.306 billion 
($8.305 billion) 

 DOE: $19.002 billion ($18.735 billion) 

 OCO Accounts: $50.949 billion 
($88.900 billion) 

 
During floor consideration on June 3, Senate 
Armed Services Committee Chairman John 
McCain (R-AZ) stated that “The fiscal year 
2016 NDAA is a reform bill…[and] tackles 
acquisition reform, military retirement reform, 
personnel reform, commissary reform, 
headquarters and management reform.” He 
stated that “[t]his legislation delivers sweeping 
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defense reforms that can enable our military to 
rise to the challenges of a more dangerous 
world, both today and in the future.” McCain 
stated that “[t]he Armed Services Committee 
identified $10 billion of excess and unnecessary 
spending from the President’s defense budget 
request, and we are reinvesting it in military 
capabilities for our war fighters and reforms 
that can yield long-term savings for the DOD.” 
 
McCain stated that “[a]lthough the committee 
could not end sequestration, we did the most 
we could to authorize necessary levels of 
funding for the DOD and our men and women 
in uniform.” He asserted that “[a]s a result, the 
NDAA fully supports President Obama’s 
budget request of $612 billion for national 
defense, which is $38 billion above the 
spending caps established by the Budget 
Control Act.” McCain said that “[t]he 
difference is our legislation follows the Senate 
budget resolution and funds that $38 billion 
increase through overseas contingency 
operations—or OCO— funds…[but] [t]his is 
not my preferred option.” He stated that “[t]he 
political reality is that the Budget Control Act 
was signed by the President and remains the 
law of the land…[and] [s]o faced with a choice 
between OCO money and no money, I choose 
OCO.” 
 
Ranking Member Jack Reed (D-RI) stated that 
“[a]fter working closely and sincerely, with the 
leadership of the chairman, I am reluctantly 
unable to vote for the bill because at the heart, 
the funding mechanism to provide a significant 
portion of the resources—$39 billion—is, I 
think, an unsustainable aspect of the 
legislation.” He said that “the legislation before 
us does not end the Budget Control Act’s 
arbitrary caps on spending, and, as he also said, 
every major military official, every major senior 
defense official came and told us: We have to 
end the Budget Control Act caps and the 

prospect of sequestration.” Reed said that “the 
bill does is adopt a device— some have said a 
gimmick—that uses the overseas spending 
account to fund base activities of the DOD.” 
He stated that “[d]efense budgeting needs to be 
based on a long-term military strategy, which 
requires the DOD to focus at least 5 years 
ahead…[but] OCO money is 1-year money.” 
 
On June 3, the Office of Management and 
Budget (OMB) released the Statement of 
Administration Policy on S. 1376, in which 
OMB asserted that “[i]f this bill were presented 
to the President, the President’s senior advisors 
would recommend to the President that he 
veto it” (emphasis in the original.) OMB stated 
that “the Administration strongly objects to 
provisions in the bill that would constrain the 
ability of the DOD to conduct multi-year 
defense planning and align military capabilities 
and force structure with the President’s defense 
strategy.” OMB added that “the President has 
been very clear about the core principle that he 
will not support a budget that locks in 
sequestration, and he will not fix defense 
without fixing non-defense spending.” OMB 
stated that “the bill fails to authorize sufficient 
funding for our military’s priorities in the base 
budget, and instead uses OCO funding in ways 
that leaders of both parties have made clear are 
inappropriate.”  
 
On June 3, the Congressional Budget Office 
(CBO) released its cost estimate of S. 1376, and 
CBO stated that “S. 1376 would authorize 
appropriations totaling an estimated $604.6 
billion for fiscal year 2016 for the military 
functions of the DOD, for certain activities of 
the Department of Energy (DOE), and for 
other purposes.” CBO stated that “[i]f 
appropriated, $515.5 billion of the authorized 
amounts would count against the defense cap 
for 2016 set in the Budget Control Act of 2011 
(BCA), as amended…[and] [a]nother $0.2 
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billion would count against the nondefense 
cap.” CBO stated that “[a]n additional $88.9 
billion would be authorized for OCO that, if 
appropriated, would not count against the caps; 
of that amount, $49.9 billion would be for war-
related activities, while the remaining $39.0 
billion would be used for “base budget” 
activities that in recent years have counted 
against the defense caps.” 
 
FY 2016 DOD Appropriations Bill 
 
Key Points: 

 The House Appropriations Committee marks 
up and reports out its FY 2016 DOD 
Appropriations Act 

 The House may stake up the bill next week 
 
On June 2 the House Appropriations 
Committee held a markup of the FY 2016 
Department of Defense (DOD) 
Appropriations Act and reported out the 
package to the House. Per the FY 2016 budget 
resolution (S.Con.Res.11), the Committee will 
shifted part of the Administration’s base 
budget request to Overseas Contingency 
Operations (OCO) accounts to circumvent the 
cap on budget function 050 funding. In its 
summary of the package, the Defense 
Subcommittee claimed that the bill “provides 
$578.6 billion in discretionary funding, an 
increase of $24.4 billion above the fiscal year 
2015 enacted level and $800 million above the 
President’s request…[that] includes $88.4 
billion in Global War on Terrorism (GWOT) 
funding for war efforts and related costs, which 
is within the level assumed in the House and 
Senate budget conference agreement.” The 
$88.4 billion is actually the OCO funds (Title 
IX of the package). 
 
In the accompanying Committee Report, the 
Committee provided the following summary of 
the bill: 

 MILITARY PERSONNEL: In title I 
of the bill, the Committee recommends 
a total of $122,727,607,000 for active, 
reserve, and National Guard military 
personnel, a decrease of $7,763,620,000 
below the budget request, and a 
decrease of $5,277,011,000 below the 
fiscal year 2015 enacted level. The 
Committee recommendation provides 
funding to increase basic pay for all 
military personnel by 2.3 percent, as 
authorized by current law, effective 
January 1, 2016. The Committee 
provides funding to support the 
recommended end strength levels for 
active duty and Selected Reserve 
personnel.  

 OPERATION AND 
MAINTENANCE: In title II of the 
bill, the Committee recommends a total 
of $162,286,489,000 for operation and 
maintenance support to the military 
Services and other Department of 
Defense entities, a decrease of 
$14,230,739,000 below the budget 
request, and an increase of 
$630,810,000 above the fiscal year 2015 
enacted level. The recommended levels 
will robustly fund operational training 
programs in fiscal year 2016. Requests 
for unit and depot-level maintenance, 
facilities sustainment, restoration and 
modernization, and base operations 
support program funding are strongly 
supported.  

 PROCUREMENT: In title III of the 
bill, the Committee recommends a total 
of $98,569,445,000 for procurement. 
Major initiatives and modifications 
include:  

o $1,168,461,000 for the 
procurement of 64 AH–64 
Apache helicopters.  

o $1,435,945,000 for the 
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procurement of 94 UH–60 
Blackhawk helicopters.  

o $1,024,587,000 for the 
procurement of 39 CH–47 
Chinook helicopters.  

o $414,946,000 for the 
procurement of 80 MSE 
missiles for the Patriot missile 
system. $783,116,000 for the 
procurement of WIN–T 
Ground Forces Tactical 
Networks.  

o $187,177,000 for the 
procurement of 28 UH–72A 
Lakota helicopters.  

o $305,743,000 for the 
procurement of 62 Stryker 
vehicle upgrades.  

o $660,000,000 for the 
procurement of seven EA–18G 
Growler electronic attack 
aircraft, an increase of 
$660,000,000 and seven aircraft 
above the President’s request.  

o $2,977,765,000 for the 
procurement of 16 P–8A 
Poseidon Multimission aircraft. 

o $788,606,000 for the 
procurement of 29 UH–
1Y/AH–1Z helicopters, an 
increase of one aircraft above 
the President’s request.  

o $8,351,227,000 for the 
procurement of 65 F–35 
Lightning aircraft, an increase 
of $710,059,000 and eight 
aircraft above the President’s 
request: fifteen short take-off 
and vertical landing variants for 
the Marine Corps, six carrier 
variants for the Navy, and 44 
conventional variants for the 
Air Force.  

o $16,852,569,000 for the 

procurement of nine Navy 
ships, including two DDG–51 
guided missile destroyers, two 
fully funded SSN– 774 attack 
submarines, three Littoral 
Combat Ships, one fleet oiler, 
one LPD–17 amphibious 
transport dock landing ship, 
and one afloat forward staging 
base; an increase of one ship 
and $255,112,000 above the 
President’s request.  

o $2,268,611,000 for the 
procurement of 29 
C/HC/MC/KC–130J aircraft.  

o $1,472,169,000 for the 
procurement of 20 MV/CV–22 
aircraft, an increase of one 
aircraft and $35,814,000 above 
the President’s request.  

o $542,528,000 for the 
procurement of 29 MQ–9 
Reaper unmanned aerial 
vehicles. $2,350,601,000 for the 
procurement of twelve KC–46 
tanker aircraft.  

o $199,218,000 for the 
procurement of one Global 
Positioning System III satellite.  

o $680,201,000 for the 
procurement of four Evolved 
Expendable Launch Vehicles.  

o $55,000,000 for the Israeli 
Cooperative Program Iron 
Dome.  

o $100,000,000 for HMMWV 
modernization for the Army 
National Guard, an increase of 
$100,000,000 above the 
President’s request.  

 RESEARCH, DEVELOPMENT, 
TEST AND EVALUATION: In title 
IV of the bill, the Committee 
recommends a total of $66,150,652,000 
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for research, development, test and 
evaluation. Major initiatives and 
modifications include:  

o $217,159,000 for the continued 
development of High 
Performance Computing, an 
increase of $40,000,000 above 
the President’s request.  

o $971,393,000 for the continued 
development of the 
replacement for the Ohio class 
ballistic missile submarine.  

o $255,149,000 for the continued 
development of the E–2D 
Advanced Hawkeye aircraft.  

o $179,682,000 for the continued 
development of common 
infrared countermeasures other 
aircraft survivability equipment, 
an increase of $84,000,000 
above the President’s request.  

o $393,770,000 for the continued 
development of the Next 
Generation Jammer.  

o $1,727,999,000 for the 
continued development of the 
F–35 Lightning Joint Strike 
Fighter aircraft.  

o $507,093,000 for the continued 
development of the 
replacement for the Presidential 
helicopter program.  

o $250,429,000 for the continued 
development of the Multi-
mission Maritime Aircraft, an 
increase of $2,500,000 above 
the President’s request.  

o $786,228,000 for the continued 
development of a new 
penetrating bomber. 

o $44,343,000 for the 
development of a Next 
Generation JSTARS aircraft.  

o $58,720,000 for the 

development of a Presidential 
Aircraft Replacement.  

o $156,085,000 for the continued 
development of a new combat 
rescue helicopter.  

o $241,235,000 for the continued 
development of the Space 
Based Infrared Satellite and 
associated ground support 
systems.  

o $350,232,000 for the continued 
development of the Global 
Positioning System III 
operational control segment.  

o $180,902,000 for the continued 
development of the Global 
Positioning System III space 
segment.  

o $84,438,000 for the 
development of an alternative 
rocket engine for space launch.  

o $2,872,693,000 for the Defense 
Advanced Research Projects 
Agency.  

o $267,595,000 for the Israeli 
Cooperative Program, an 
increase of $164,800,000 above 
the President’s request.  

 DEFENSE HEALTH PROGRAM: 
The Committee recommends a total of 
$31,430,009,000 for the Defense Health 
Program to support worldwide medical 
and dental services for active forces and 
other eligible beneficiaries. The 
Committee recommends funding to 
augment the request for enduring 
traumatic brain injury, psychological 
health, and wounded, ill and injured 
requirements. To address these 
challenges of the Defense Health 
Program, the Committee recommends 
the following:  

o Traumatic brain injury and 
psychological health research 
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................ $100,000,000  
o Peer-reviewed spinal cord 

research........ 30,000,000  
o Peer-reviewed orthopedic 

research.......... 30,000,000  

 GLOBAL WAR ON TERRORISM: In 
title IX of the bill, the Committee 
recommends a total of $88,421,000,000 
for Global War on Terrorism 
operations. Military Personnel: The 
Committee recommends a total of 
$10,467,900,000 for military personnel 
in title IX of the bill. Operation and 
Maintenance: The Committee 
recommends a total of $53,823,361,000 
for operation and maintenance in title 
IX of the bill. Procurement: The 
Committee recommends a total of 
$18,094,699,000 for procurement in 
title IX of the bill. 

 
On June 1, the Office of Management and 
Budget (OMB) Director Shaun Donovan sent a 
letter to House Appropriations Committee 
Chairman Hal Rogers (R-KY) in which he 
asserted that “[t]he inadequate base budget 
funding levels in the Republicans’ 2016 budget 
framework and its reliance on gimmicks to pay 
for defense cause a number of problems with 
the…bill specifically.” He said that “this bill 
reduces base budget funding by about $36 
billion, or 7 percent, below the President’s 
Budget…[and] uses OCO funding for base 
requirements.” Donovan stated that “the 
inappropriate use of OCO to fund base 
defense needs has a number of direct negative 
consequences:  

 First, a responsible long-term national 
security strategy requires providing the 
stability and certainty of funding our 
services need. 

 Second, the inappropriate use of OCO 
risks undermining an essential 
mechanism that both parties have long 

agreed was meant to fund incremental 
costs of overseas conflicts and support 
our troops while in harm’s way. 

 Third, the decision to circumvent rather 
than confront sequestration harms 
national security by locking in 
unacceptable funding cuts for crucial 
national security activities carried out by 
non-defense agencies.” 

 
Carter’s Shangri-La Speech 
 
Key Points: 

 The Secretary of Defense details the next steps 
for the Administration’s rebalance to the 
Pacific and reiterated the U.S.’s commitment 
to international law and norms 

 
Over the weekend, as part of his trip through 
eastern and southern Asia, Secretary of 
Defense Ashton Carter made remarks at the 
IISS Shangri-La Dialogue in Singapore on the 
U.S.’s next steps in its rebalance to the western 
Pacific and on the tensions in the South China 
Sea arising from competing claims over island 
chains that may sitting atop huge reserves of oil 
and gas.  
 
Carter stated that “the United States wants a 
shared regional architecture that is strong 
enough, capable enough, and connected 
enough to ensure that all Asia-Pacific peoples 
and nations have the opportunity to rise – and 
continue to rise – in the future.” He said “the 
United States wants to protect the rights of all 
countries, whether large or small, to win…to 
rise, to prosper and to determine their own 
destiny.” Carter stated that “[t]o realize that 
future, the Asia-Pacific’s security architecture 
must be inclusive, it must be open, and it must 
be transparent…[and] [i]t must respect rights, 
and not just might.” He said that “[i]t cannot 
shy away from the hard issues…it must provide 
a forum to openly discuss the challenges we 
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face, so that we can tackle them 
collectively…[i]t must be action-oriented to 
help us manage today’s challenges and prevent 
tomorrow’s crises…[a]nd it must reward 
cooperation, not coercion.” 
 
Carter asserted that “America’s so-called 
rebalance has always been about sustaining the 
progress occurring all around the Asia-Pacific 
and helping the region continue to fulfill its 
promise…[and] [a]s Secretary of Defense, I am 
personally committed to its next phase, in 
which DOD will deepen long-standing 
alliances and partnerships, diversify America’s 
force posture, and make new investments in 
key capabilities and platforms.” Carter stated 
that “[t]he Department is investing in the 
technologies that are most relevant to this 
complex security environment, such as new 
unmanned systems for the air and sea, a new 
long-range bomber, and new technologies like 
the electromagnetic railgun, lasers, and new 
systems for space and cyberspace, including a 
few surprising ones.” He said that “[a]s the 
United States develops new systems, DOD will 
continue to bring the best platforms and 
people forward to the Asia-Pacific, such as the 
latest Virginia-class submarines, the Navy’s P-8 
Poseidon surveillance aircraft, the newest 
stealth destroyer, the Zumwalt, and brand-new 
carrier-based E-2D Hawkeye early-warning-
and-control aircraft.” Carter stated that “the 
rebalance’s next phase is more than just about 
security…[and] [t]he United States is increasing 
economic and diplomatic engagement.”   
 
Carter stated that “[a]s President Obama said in 
Brisbane last year, an effective security order 
for Asia must be based – not on spheres of 
influence, or coercion, or intimidation where 
big nations bully the small – but on alliances of 
mutual security, international law and 
international norms, and the peaceful 
resolution of disputes:” 

 First, we must all reaffirm the guiding 
principles and the rules that have 
served this region so well. 

 Second, we must strengthen regional 
institutions.   

 Third, America’s alliances and 
partnerships have been the bedrock of 
peace and stability in the Asia-Pacific 
for decades.  

 Fourth, in addition to strengthening 
relationships, we must enhance the 
capacities of the regional security 
architecture, particularly on maritime 
security.  

 And fifth, to ensure that our 
institutions, alliances, partnerships, 
capacity building efforts meet their 
potential, we must be better connected.   

 
Carter stated that “[t]he United States is deeply 
concerned about the pace and scope of land 
reclamation in the South China Sea, the 
prospect of further militarization, as well as the 
potential for these activities…to increase the 
risk of miscalculation or conflict among 
claimant states.” He said that “[a]s a Pacific 
nation, a trading nation, and a member of the 
international community, the United States has 
every right to be involved and 
concerned…[b]ut these are not just American 
concerns.”  Carter stated that “[n]ations across 
the region and the world, many of you here in 
the room today, have also voiced the same 
concerns and raised questions about China’s 
intentions in constructing these massive 
outposts.” He said that “let me make clear the 
position of the United States: 

 First, we want a peaceful resolution of 
all disputes.   

 Second, the United States will continue 
to protect freedom of navigation and 
overflight – principles that have 
ensured security and prosperity in this 
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region for decades.   

 Finally, with its actions in the South 
China Sea, China is out of step with 
both the international rules and norms 
that underscore the Asia-Pacific’s 
security architecture, and the regional 
consensus that favors diplomacy and 
opposes coercion.   

 
Upcoming Hearings and Events 
 
June 9 
FY 2016 Defense Appropriations: The Senate 
Appropriations Committee’s Defense 
Subcommittee will hold a markup of the FY 
2016 Department of Defense Appropriations 
Act. 
 
June 11 
FY 2016 Defense Appropriations: The Senate 
Appropriations Committee will hold a markup 
of the FY 2016 Department of Defense 
Appropriations Act. 
 
Military Health Care Issues: The House 
Armed Services Committee will hold a hearing 
to discuss military health care issues. 
 
TBD 
Middle East Extremism: The Senate Foreign 
Relations Committee will hold a hearing to 
discuss extremism in the Middle East. 
 
U.S. Leadership & Global Security: The 
Senate Foreign Relations Committee will hold a 
hearing to discuss U.S. leadership and global 
security. 
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
 
 
 

HEALTH 
 

Ways and Means Reports Health Bills 
 
Key Points 

 Committee favorably reports ten healthcare 
bills  

 Legislation expected to come to House Floor 
later this month 

  
The House Ways and Means Committee 
convened a markup on June 2 to consider ten 
healthcare related bills, including a number of 
bills relating to the Affordable Care Act (ACA) 
and the Medicare Advantage (MA) program. 
The following ten bills were reported favorably  
 

 Medical Device Tax: Representative 
Erik Paulsen’s (R-MN) legislation (H.R. 
160) to repeal the ACA’s medical 
device tax; reported by a roll call vote 
of 25-14 

 IPAB: Representative Phil Roe’s (R-
TN) legislation (H.R. 1190) to repeal 
the ACA’s Independent Payment 
Advisory Board (IPAB); reported by a 
roll call vote of 31-8 

 Eye Tracking and Speech 
Generating Equipment: Senator 
David Vitter’s (R-LA) legislation (S. 
984) to cover eye tracking and speech 
generating devices as durable medical 
equipment (DME); reported favorably 
by voice vote 

 Home Medical Practices: Senator 
Ron Wyden’s (D-OR) legislation (S. 
971) increasing from three years to five 
years the length of home medical 
practice under the Medicare 
Independence at Home Medical 
Practice Demonstration Program; 
reported favorably by voice vote 

 MA Enrollment Reporting: 
Representatives Mike Kelly (R-PA) and 
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Ron Kind’s (D-WI) legislation (H.R. 
2505) “to require the annual reporting 
of data in enrollment in Medicare 
Advantage plans”; reported favorably 
by voice vote 

 Termination of MA Contracts: 
Representatives Vern Buchanan (R-FL), 
Charlie Rangel (D-NY), and Marsha 
Blackburn’s (R-TN) legislation (H.R. 
2506) “to delay the authority to 
terminate MA contracts for MA plans 
failing to achieve minimum quality 
ratings”; reported favorably by voice 
vote 

 MA Payment Rulemakings: 
Representatives Kevin Brady (R-TX), 
Mike Thompson (D-CA), and Joe Pitts’ 
(R-PA) legislation (H.R. 2507) “to 
establish an annual rulemaking schedule 
for payment rates under Medicare 
Advantage”; reported favorably by 
voice vote 

 MA Risk Adjustment: Representative 
Diane Black’s (R-TN) legislation (H.R. 
2579) altering the MA risk adjustment 
system to account for chronic 
conditions and other factors; reported 
favorably by voice vote 

 Long Term Care: Representative 
Charles Boustany’s (R-LA) legislation 
(H.R. 2580) making technical changes 
to the Medicare long-term care hospital 
moratorium exception; reported 
favorably by voice vote 

 Value-Based Insurance Design: 
Representative Kevin Brady’s (R-TX) 
legislation (H.R. 2581) establishing a 
three year demonstration program to 
test the use of value-based insurance 
design methodologies under MA plans; 
and to modify the MA open enrollment 
and disenrollment periods for 2016 and 
subsequent years; reported favorably by 
voice vote 

 
The Committee reported all bills favorably by 
voice vote, except for medical device tax repeal 
and IPAB repeal each of which had some 
bipartisan support. Chairman Paul Ryan (R-WI) 
said that the bills considered by the Committee 
would “put seniors first” and make the 
Medicare program more transparent, accessible, 
and accountable. He said that this legislation 
would “put seniors back in charge of their 
healthcare.”  
 
Ranking Member Sander Levin (D-MI) said 
that MA legislation considered by the 
Committee demonstrates bipartisan 
collaboration, and contains important member 
priorities from both sides to help Medicare 
beneficiaries and improve transparency. He 
said that there was a “health amount of debate” 
regarding the creation of IPAB when the ACA 
was being drafted, and noted a Congressional 
Budget Office (CBO) projection that Medicare 
growth will remain beneath the IPAB triggers 
until at least 2022. He said that the legislation 
had a $7 billion cost with no offset. He added 
the repealing the ACA’s medical device tax 
would increase the deficit by over $26 billion 
over the next 10 years, and that this legislation 
was also not offset. He said this legislation 
reflects the objective of Republicans to 
“unravel” the ACA.  
  
A number of these bills are expected to be 
considered by the full House later this month, 
likely during the week of June 15. 
 
Upcoming Hearings and Events 
 
June 10 
 
Health Information Exchange: The Senate 
Health, Education, Labor and Pensions 
Committee will hold a hearing on “Health 
Information Exchange: A Path Towards 
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Improving the Quality and Value of Health 
Care for Patients.” 
 
ACA and FY 2016 HHS Budget: The House 
Ways and Means Committee will hold a hearing 
on the 2010 health care law implementation 
and the FY 2016 budget request for the 
Department of Health and Human Services. 
 
Prescription Management and Veteran 
Mental Health: The Oversight and 
Investigations Subcommittee of the House 
Veterans’ Affairs Committee will hold a hearing 
titled “Prescription Mismanagement and the 
Risk of Veteran Suicide.” 
 

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

 
Amtrak Hearing 
 
Key Points: 

 Members questioned witnesses on the causes of 
the Amtrak crash north of Philadelphia and 
asked about implementation of PTC and other 
possible measures to prevent future crashes 

 
On June 2, the House Transportation and 
Infrastructure Committee held a hearing to 
discuss the Amtrak accident that occurred in 
Philadelphia on May 12, 2015. The train was 
traveling 106 miles per hour and derailed while 
entering a curve on the tracks, killing eight 
passengers and injuring approximately 200 
more. Topics discussed during the hearing 
included, but were not limited to: (1) FRA 
Emergency Order; (2) implementing PTC; (3) 
passenger railcar crashworthiness; (4) 
operational changes; (5) requiring seatbelts on 
passenger trains; (6) rail and infrastructure 

funding; (7) inward facing cameras; (8) 
workforce scheduling; (8) two-man crews; (9) 
economic importance of the NEC;  and (10) 
engineer personal cellphone use. 
 
Chairman Bill Shuster (R-PA) reported that 
since the accident, the Federal Railroad 
Administration (FRA) and Amtrak have taken 
steps to improve safety along the Northeast 
Corridor (NEC).  He highlighted that Amtrak 
is assessing all the curves along the NEC to 
determine if additional speed restrictions 
should be imposed.  Amtrak is also installing 
inward facing cameras in its locomotives. He 
noted that Amtrak has committed to finishing 
implementation of Positive Train Control 
(PTC) on the NEC by the mandated deadline 
of December 31, 2015. He noted the important 
role in the regional and national economy that 
the NEC plays in moving passengers and 
goods along the eastern coast of the U.S.  
 
Ranking Member Peter DeFazio (D- OR) 
stated that the NEC is “extremely” important 
to the region and the national economy. He 
said the Committee has made a long-term 
commitment to Amtrak and the overall 
infrastructure in the country. He noted that the 
day after the incident occurred, the House 
Appropriations Committee’s Transportation, 
Housing and Urban Development, and Related 
Agencies Subcommittee voted to cut Amtrak 
funding for FY 2016. He expressed frustration 
that, beyond the cost of completing the 
implementation of PTC, there remains a $21 
billion backlog of critical infrastructure 
maintenance projects for Amtrak. He conceded 
that it cannot be determined that a lack of 
infrastructure investment directly caused the 
accident, but stressed that National Transit 
Safety Board (NTSB) has proposed adopting 
PTC since 1969. He emphasized that funding 
should be made available to assist in the 
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complete implementation of PTC on all freight 
and passenger rail lines.  
 
National Transportation Safety Board 
Chairman Christopher Hart stated that the 
NTSB released a preliminary report today with 
facts determined to this point about the May 12 
accident. He said NTSB has determined that 
the train derailed at Frankford Junction while 
entering the curve at 106 miles per hour. He 
emphasized that much information about the 
accident remains unknown, but reported that 
the NTSB has determined that PTC would 
have prevented the accident. He noted that 
although NTSB has been advocating for 
implementation of PTC for decades, many 
railroads will not meet the implementation 
deadline of December 2015. He said any 
extension should be transparent and should 
require a detailed plan for implementation and 
safety risk mitigation steps operators can utilize 
prior to full implementation. He said the NTSB 
has received complete cooperation from 
Amtrak employees, and is in the process of 
examining the timeline of events. He stated 
that NTSB has recommended inward facing 
cameras, as they can provide additional 
information on causes of accidents, as well as 
recommending audio recorders be installed in 
locomotive cabins.  
 
Amtrak President and Chief Executive Officer 
Joseph Boardman stressed that Amtrak is 
working closely with the NTSB and regulators 
at FRA to determine the cause and proper 
response to the accident. He stressed that 
safety will continue to be the highest priority 
for Amtrak, noting that the NEC has a 
“strong” safety record.  It has been 28 years 
since the last fatal accident on the Corridor.  
He said Amtrak uses a layered signal system to 
provide multiple safety precautions that utilize 
both manual and automated systems. He 
explained that PTC is in use in some parts of 

the NEC and will be operational on entirety of 
the NEC by the December 2015 deadline. He 
said that the particular section of rail line did 
not have automatic slowdown technology in 
use because there was a reasonable assumption 
that the train would not reach an approach 
speed higher than the derailment speed curve 
of the curve. He stated that this train was 
exceeding the normal approach speed in this 
accident. He reiterated Amtrak’s commitment 
to have PTC fully implemented along the NEC 
by the end of the year.  
 
Federal Railroad Administration Acting 
Administrator Sarah Feinberg emphasized that 
the FRA continues to investigate the 
circumstances surrounding the incident, but 
will not wait on ways to improve safety 
operations. She stated that FRA directed 
Amtrak on May 16 to take several actions 
before resuming operations on the NEC north 
of Philadelphia, and then issued an Emergency 
Order on May 21 with additional 
recommendations Amtrak must take. She said 
Amtrak has followed FRA instructions to this 
point and FRA will ensure its complete 
compliance with the Emergency Order. She 
noted that the FRA is “considering” taking 
additional steps to issue similar orders for other 
passenger railroads that have comparable curve 
and speed issues and will release additional 
information in the coming days. She said that 
human factors are the leading cause of rail 
accidents, which has prompted the FRA to 
prepare a package of recommended actions 
that will address human factors such as speed, 
distraction, and improved training. She added 
that these could take several forms, including 
more Emergency Orders or regulatory rules. 
She expressed support for PTC, stating that 
FRA has been actively pushing railroads to 
have PTC implemented by the current 
deadline. She said FRA has asked for the 
regulatory authority to work on safety plan with 
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individual operators who fail to meet the PTC 
deadline.  
 
House Takes Up FY 2016 T-HUD 
Appropriations Act  
 
Key Points: 

 The House debates the FY 2016 T-HUD 
Appropriations Act under an open rule and 
will continue doing so next week 

 The White House threatens to veto the 
package 

 
The House began consideration this week of 
the “Transportation, Housing and Urban 
Development, and Related Agencies 
Appropriations Act, 2016” (T-HUD) (H.R. 
2577) after passing the “Commerce, Justice, 
Science, and Related Agencies Appropriations 
Act, 2016” (H.R. 2578). The House is expected 
to continue consideration of the package next 
week.  
 
In the Committee Report accompanying the 
FY 2016 T-HUD package, the Appropriations 
Committee explained that the bill would 
provide the following funding levels with the 
Administration’s request in parentheses: 

 Federal Aviation Administration’s 
Airport and Airway Trust Fund: $9.847 
billion ($9.915 billion) 

 Federal Aviation Administration’s 
Grants-In-Aid For Airports: $2.9 billion 
($3.350 billion) 

 Federal Aviation Administration’s 
Facilities and Equipment: $2.5 billion 
($2.855 billion) 

 Federal Aviation Administration’s Air 
Traffic Organization: $7.505 billion 
($7.505 billion) 

 Federal Aviation Administration’s 
Aviation Safety: $1.258 billion ($1.258 
billion) 

 Federal Highways Administration’s 
Federal-aid highways: $40.256 billion 
($50.568 billion) 

 Amtrak’s Operating Grants: $288.5 
million ($2.45 billion for all of Amtrak’s 
appropriations) 

 Amtrak’s Capital and Debt Service 
Grants: $850 million ($2.45 billion for 
all of Amtrak’s appropriations) 

 Federal Transit Administration’s 
Transit Formula Grants: $8.595 billion 
($13.8 billion) 

 Federal Transit Administration’s 
Capital Investment Grants: $1.921 
billion ($3.25 billion) 

 
On June 3, the Office of Management and 
Budget (OMB) released its Statement of 
Administration Policy on H.R. 2577, and OMB 
stated that “[i]f the President were presented 
with H.R. 2577, his senior advisors would 
recommend that he veto the bill” (emphasis in 
the original.) OMB stated that “[t]he bill freezes 
or cuts critical investment in transportation that 
creates jobs, helps to grow the economy, and 
improves America’s roads, bridges, transit 
infrastructure, and aviation systems, benefiting 
towns and cities across the United States, as 
well as investments in ending homelessness, 
strengthening communities, and providing 
rental housing assistance for poor and 
vulnerable families.”  
 
Upcoming Hearings and Events 
 
June 8 
Infrastructure Improvement: The Senate 
Small Business Committee will hold a hearing 
to discuss the need to invest federal funding to 
relieve traffic congestion and improve small 
business by repairing roads and bridges. 
 
June 10 
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Passenger Rail Safety: The Senate 
Commerce, Science & Transportation 
Committee will hold a hearing to discuss rail 
accident prevention and efforts to implement 
train control technology. 
 
Water Resources Law Implementation: The 
House Transportation & Infrastructure 
Committee will hold a hearing to discuss the 
implementation of the Water Resources 
Reform and Development Act of 2014. 
 
June 11 
Aviation Issues: The House Science, Space & 
Technology Committee will hold a hearing to 
discuss aviation safety issues. 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201. Greg 
Frink contributed to this section. 
 
TECHNOLOGY 
 
USA Freedom Act Signed Into Law 
 
Key Points: 

 Senate sends NSA reform package to the 
President after failing to amend it 

 Clearance of this bill may clear the way for 
cybersecurity information sharing legislation 

 
A day after three key National Security Agency 
(NSA) authorities expired, the Senate passed 
and President Barack Obama signed the USA 
FREEDOM Act (H.R. 2048). The package 
would institute reforms of the NSA’s 
surveillance practices, most notably by 
amending Section 215 of the USA PATRIOT 
Act to end the NSA’s bulk collection of 
telephony metadata. Senate Republicans, led by 
Senate Majority Leader Mitch McConnell (R-
KY), offered a number of amendments that 
would, in their view, strengthen the NSA’s 

capabilities. However, each amendment was 
defeated.  
 
Many stakeholders believe that an NSA reform 
bill would need to be enacted before 
cybersecurity sharing legislation can be passed 
by the Senate. McConnell had wanted the 
Senate to consider the “Cybersecurity 
Information Sharing Act of 2015” (S. 754) in 
April, but the closer the June 1 expiration date 
of the three surveillance authorities grew, the 
more intertwined NSA and cybersecurity 
information sharing became. In April, the 
House sent over two information sharing bills, 
the “Protecting Cyber Networks Act” (H.R. 
1560) and the “National Cybersecurity 
Protection Advancement Act of 2015” (H.R. 
1731) by large bipartisan margins.  
 
Enactment of the USA FREEDOM Act could 
clear the path for cybersecurity information 
sharing legislation. However, a story published 
this week by the New York Times and ProPublica 
using documents supplied by former NSA 
contractor Edward Snowden alleged that 
“[w]ithout public notice or debate, the Obama 
administration has expanded the NSA’s 
warrantless surveillance of Americans’ 
international Internet traffic to search for 
evidence of malicious computer hacking.” 
Many stakeholders have asserted that this latest 
revelation could serve to set back efforts to 
pass information sharing legislation that 
opponents have argued would merely allow the 
NSA to collect even more information. 
However, this week’s revelation that the Office 
of Personnel Management was hacked and the 
records of four million federal employees was 
stolen could provide an impetus for swift 
Congressional action.  
 
IRS Data Breach Hearing 
 
Key Points: 
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 The Committee looked at the causes and 
possible remedies for the breaches that allowed 
for the filing of fraudulent returns 

 
On June 2, the Senate Homeland Security and 
Governmental Affairs Committee held a 
hearing entitled “The IRS Data Breach: Steps 
to Protect Americans’ Personal Information.” 
The hearing examined the causes of the recent 
Internal Revenue Service (IRS) data breach and 
how cyber security can be improved at the IRS 
and other agencies.  
 
Topics discussed during Panel I included: (1) 
data mining practices; (2) investment in 
resources; (3) private sector solutions; (4) the 
IRS response to victims of the data breach; and 
(5) additional security measures. Topics 
discussed during Panel II included: (1) IRS 
budget; (2) two-factor authentication; (3) 
providing information to victims; (4) awareness 
and mitigation of the data breach; (5) 
interaction with other agencies; (6) storage of 
personal information; (7) ID PIN; and (8) 
hiring and retaining critical personnel. 
 
Chairman Ron Johnson (R-WI) explained this 
hearing was brought about by a data breach to 
the IRS’ “Get Transcript” service. He observed 
many agencies are affected and the IRS has 
shut down the service. He expressed particular 
concern that the exact amount of money 
involved in the data breach is unknown. 
Ranking Member Tom Carper (D-DE) asserted 
there is an “epidemic of online fraud” and such 
attacks are growing ever more sophisticated. 
He called for doing more to thwart “those who 
mean us harm.” He explained this attack on the 
IRS appears to have been especially 
sophisticated and occurred despite the 
countermeasures the IRS had in place at the 
time. He said the agency must do more to 
protect taxpayers and all agencies should 
increase their cybersecurity. He called for 

ensuring agencies have the funding and tools 
they need to combat cyber-attacks, expressing 
concern that IRS funding has been cut and is 
currently at its lowest level since 2008. He said 
he has introduced an information sharing bill 
(S. 456) and has been working closely with 
Senator Blunt on data security legislation (S. 
961), saying “we must move these important 
pieces of legislation.” 
 
U.S. Department of Treasury Internal Revenue 
Service Commissioner John Koskinen stated 
that securing systems and protecting tax pay 
data is a top priority at the IRS, despite the 
constrained resources of repeatedly decreasing 
funding over the past few years. He stressed 
that criminals have been able to gather 
increasing amounts of information as a result 
of data breaches outside the IRS, making data 
protection increasingly challenging. He said 
that the unauthorized attempts to access 
information using the “Get Transcript” 
application were made on approximately 
200,000 taxpayer accounts, with the attempts 
“complex and sophisticated” in nature. He 
stressed that the main IRS computer system 
was not breached and remains secure. He said 
that of the approximately 100,000 successful 
attempts to access the application, roughly 
13,000 possibly fraudulent returns were filed, 
for which the IRS issued refunds totaling $39 
million. He noted that it is still unclear how 
many were legitimate tax fillings and how many 
were fraudulent returns. He said individuals 
have already been notified if their tax 
information was successfully obtained by cyber 
criminals, offering these individuals credit 
monitoring services free of charge and issuing 
them an Identity Protection Personal 
Identification Number (IP PIN) if they so 
choose. He commented that tax refund fraud 
“exploded” from 2010 to 2012, while the IRS 
has made “steady” progress protecting against 
fraudulent refund claims and prosecuting 
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criminals.  He said the IRS recently held a “sit-
down” meeting with the leaders of the tax 
software and payroll industries and state tax 
administrators, and will announce steps to 
further address fraud “shortly.” 
 
University of Michigan Department of 
Electrical Engineering and Computer Science 
Associate Professor University of Michigan 
Kevin Fu, Ph.D discussed the properties of 
instant knowledge based authentication (KBA) 
and its current challenges and vulnerabilities. 
He observed that the University of Michigan 
teaches programing to 1300 undergraduates 
each year, but does not necessarily teach 
security. He explained there are three main 
ways in which a user’s identify may be verified: 
something you have such as a token; something 
you are such as a finger print; or something you 
know such as a password. He observed that 
this type of security “rests on the assumption 
that personal information is secret.” He noted a 
second factor can make instant KBA more 
secure, such as requiring a mobile phone, but 
he noted these are still vulnerable to phishing. 
He noted the financial sector, which suffers 
from a lot of telephone related fraud, has 
begun to identify repeat fraudsters by the 
manner in which they speak and their cadence. 
He recommended asking the National Institute 
of Standards and Technology (NIST) to 
develop KBA performance standards; to avoid 
using Social Security Number (SSN) or 
financial records as secrets; considering pairing 
KBA with a second identification factor; and 
carrying out studies as to the benefits of 
knowledge based authentication. 
 
Symantec Corporation Government Affairs 
North America Director Jeffrey Greene 
discussed the broader cyber threat environment 
in order to put the attack in context. He 
emphasized these attacks have significant 
impacts on individuals, organizations and 

governments. He said the magnitude of theft of 
personally identifiable information (PII) over 
the past three years is unprecedented. He 
explained cyber threats range from basic 
confidence schemes to massive denial of 
service attacks to sophisticated intrusions into 
critical infrastructure systems. He observed that 
most discussions do not focus on the 
psychology behind these attacks, saying 
successful attacks involve as much psychology 
as technical security. He pointed to efforts to 
share information about cyber threats. He 
asserted that security should include data 
encryption, backup and organizational tools. 
He said basic cyber hygiene is still the simplest 
and most cost effective way to combat these 
attacks.  
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201. Hanna 
Laver and Greg Frink contributed to this section. 
 
This Week in Congress was written by Laura 
Simmons.  
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