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TAX 
 
Treasury to Brief Congress on 385 Debt-
Equity Regulations Following Letters from 
Hill 
 
Key Points: 

 Pressure builds on Treasury to extend 
comment period and address issues in proposed 
debt-equity regulations, but Treasury 
maintains that it will not delay comment 
period or final regulations. 

 
This week saw additional developments in the 
proposed Internal Revenue Code (IRC) Section 
385 debt-equity regulations.  First, on June 28 
all the Republican Members of the House Ways 
and Means Committee signed a letter to the 
Department of the Treasury (Treasury) raising 
concerns about the economic impact of the 
proposed regulations and asking for an 
extension of the comment period for the debt-
equity regulations.  Treasury quickly responded 

that it would not extend the comment period, a 
position it has held to for the last several 
months since proposing the rules despite 
repeated calls by the private sector and policy 
makers to allow additional time on comments. 
 
The House Republican letter followed a letter 
on June 22 by eleven House Ways and Means 
Committee Democrats who sent a letter asking 
Treasury to consider providing transition rules 
to assist industries that may be impacted 
negatively by its proposed debt or equity 
regulations. 
 
Treasury subsequently agreed to brief Members 

This Week in Congress 

 House – The House was in recess.   

 Senate –The Senate passed the “Puerto Rico Oversight, Management, and 
Economic Stability Act” (S. 2328) and agreed to a motion that sets up debate on S. 
764, the legislative vehicle for the GMO bill. 

 
Next Week in Congress 

 House – The House is expected to consider the “Federal Information Systems 
Safeguards Act of 2016 (H.R. 4361).  

 Senate – The Senate is expected to resume consideration of the motion to proceed to 
the “Stop Dangerous Sanctuary Cities Act” (S. 3100) and will vote on a motion to 
invoke cloture. The Senate may also vote on a motion to invoke cloture on “Kate’s 
Law” (S. 2193); the House message to accompany S. 764; or the “Department of 
Defense Appropriations Act, 2017” (H.R. 5293). 
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and staff on a bicameral and bipartisan basis 
next week on the proposed regulations.  
Assistant Secretary for Tax Policy Mark Mazur 
and Deputy Assistant Secretary Robert Stack 
will brief Congress in a meeting hosted by the 
Joint Committee on Taxation.  Members of the 
House Ways and Means Committee and Senate 
Finance Committee are invited, and the 
meeting is not open to the public.  The meeting 
will occur on July 6, the day before comments 
close on the proposed regulations. 
 
This week also saw comments on the proposed 
debt-equity regulations by the New York and 
District of Columbia (DC) Bar Associations.  
Both groups filed lengthy comments, with the 
DC Bar Association making 121 
recommendations led by a request to 
reconsider finalizing the proposed regulations 
entirely, and if finalized, do so only after 
additional time to consider all the many issues. 
The New York State Bar Association issued a 
Cover Letter and Report that called for a more 
narrowly tailored approach under IRC section 
385.  
 
Reactions to House Republican Blueprint 
and Senate Finance Integration Proposal 
Still Pending 
 
Key Points: 

 House Republicans Tax Reform Blueprint 
generates responses, with many taxpayer 
groups supportive of the effort 

 Senate Finance Chairman Hatch suggests still 
waiting for corporate integration scores and 
release of proposal could be delayed further 

 
The business community and tax groups 
reacted this week to the tax reform blueprint 
issued by House Republicans last week.  Right 
leaning groups like Heritage Action and the 
National Taxpayers Union offered positive 
reviews, as well as coalitions like the RATE 

Coalition (that supports lower corporate rates).  
Business groups tended to favor the proposal, 
such as comments commending the effort 
from the U.S. Chamber of Commerce.  
 
Others raised concerns with some of the 
approaches, such as the BUILD Coalition that 
supports interest deductibility or Fix the Debt 
which raised concerns about possible impacts 
on the deficit if the numbers “don’t add up.”  
The fact there is much to be filled in also leaves 
some groups studying the proposal while they 
determine what is left unspecified or consider 
how to react. 
 
On the other side of the Capitol, the awaited 
release of the Senate Finance Committee 
Chairman’s plan on corporate tax integration 
appears to be delayed.  The proposal from the 
Finance Republican staff is expected to take the 
form of a dividends-paid deduction for 
companies and full taxation of dividends by 
individuals paired with withholding taxes on 
dividends and interest at a corporate level.  
That proposal is still being refined and waiting 
on a revenue score by the Joint Committee on 
Taxation.  This week, Chairman Orrin Hatch 
(R-UT) suggested it is possible the release 
could be delayed until after Congress leaves for 
the longer summer break on July 15. 
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Laura 
Simmons contributed to this section.    
 

Upcoming Dates 
July 15, 2016:  FAA extension expires 
and target summer recess date for both 
the House and Senate 
November 8, 2016: Election Day   
March 2017: Debt limit suspension 
ends 
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FINANCIAL SERVICES 
 
SEC Proposes Business Continuity and 
Transition Plan Rule for Investment 
Advisers 
 
Key Points: 

 The SEC proposed a rule to require 
investment advisers to adopt and implement 
written business continuity and transition 
plans aimed at ensuring investment advisers 
have plans in place to deal with operational 
risks.  

 
On June 28, the Securities and Exchange 
Commission (SEC) proposed a new rule 
requiring investment advisers to adopt and 
implement written business continuity and 
transition plans to deal with operational and 
other risks related to significant disruptions. 
This proposal is the latest action in the SEC’s 
attempt to institute regulatory safeguards for 
the asset management industry. Under the 
proposed rule advisers are required to have 
written plans associated with the specific risks 
associated with that adviser’s operations and 
have policies and procedures on how to deal 
with maintenance of systems, protection of 
data, pre-arranged alternative physical locations 
for operations, communication plans, reviews 
for third party service providers, and a 
transition plan if the adviser is no longer able to 
continue operations. The aim of these policies 
and procedures is to reduce disruptions to 
clients and investors. The plans are able to be 
tailored for the complexity of the advisers 
operations and attendant risks. Under the rule 
the advisers are required to review the 
effectiveness of the plans at least annually and 
retain certain records.  
 
SEC Chair Mary Jo White in a press release 
stated “advance planning and preparation can 
help mitigate the effects of [such] disruptions 

and in some cases minimize the likelihood of 
their occurrence.” The proposal will be subject 
to a 60 day comment period following 
publication in the Federal Register. In addition to 
the rule proposal, SEC staff issued guidance for 
business continuity planning for registered 
investment companies. 
 
SEC Chair Discussed the SEC’s Role in 
Corporate Governance 
 
Key Points: 

 SEC Chair Mary Jo White gave a speech in 
which she discussed the SEC’s role in 
corporate governance, focusing on board 
diversity, non-GAAP financial measures, and 
sustainability disclosures. 

 
On June 28, Securities and Exchange 
Commission (SEC) Chair Mary Jo White gave a 
speech for the International Corporate 
Governance Network annual conference in 
which she discussed the role of the SEC in 
corporate governance, focusing in particular on 
issues such as board diversity, non-GAAP 
financial measures, and sustainability 
disclosures. White explained that the role of the 
SEC is to ensure that the disclosure regime 
continues to evolve to ensure that investors 
have all the material information necessary to 
make informed decisions. She urged investors 
to seek disclosures “not just on the issues they 
care deeply about, but to also focus on the 
underlying corporate action where [they] want 
to see initiatives and changes.”  
 
White noted in January she directed SEC staff 
to look at the issue of board diversity 
disclosures. She explained staff is currently 
working on a recommendation to “propose 
amending the rules to require companies to 
include in their proxy statements more 
meaningful board diversity disclosures on 
board members and nominees where that 

http://www.williamsandjensen.com/
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information is voluntarily self-reported by 
directors.” She suggested the board diversity 
disclosures need to be “refocused in order to 
better serve and inform investors.”  
 
White stated the SEC is watching companies’ 
use of non-GAAP measures and disclosures 
“very closely” and that the Commission is 
“poised to act through the filing review 
process, enforcement and further rulemaking if 
necessary to achieve the optimal disclosures for 
investors and the markets.” 
 
White also discussed sustainability disclosures, 
acknowledging that calibrating materiality can 
be difficult and measuring whether and how a 
company will sustain its performance in a 
“changing global physical and legal 
environment” can be also be challenging. She 
noted the SEC is focusing on certain 
disclosures such as those related to climate 
change. She explained that the SEC has asked 
for comments on sustainability disclosures in 
the recent Regulation S-K Concept Release and 
whether the SEC should consider “line-item 
disclosure” on certain issues. She urged 
investors to continue to use their stewardship 
to seek to alter corporate behavior on 
sustainability as “sustainability disclosures alone 
will not achieve the ultimate results many 
investors and other constituents are seeking.”  
 
FSOC Announces Rescission of GE Capital 
SIFI Designation 
 
Key Points: 

 The Council voted to rescind the designation of 
GE Capital after the company made 
significant divestitures and changed its funding 
model. 

 
On June 29, the Department of the Treasury 
issued a press release announcing that the 
Financial Stability Oversight Council (FSOC) 

voted to rescind the systemically important 
financial institution (SIFI) designation of GE 
Capital. The Council unanimously voted in 
favor of a resolution to rescind the designation, 
with Securities and Exchange Commission 
(SEC) Chair Mary Jo White recusing herself. 
GE Capital will no longer be subject to 
enhanced capital standards and supervision by 
the Federal Reserve. The Council also released 
a document further detailing the basis for the 
rescission.  
 
GE Capital was first designated by the Council 
in July 2013. The press release explained that 
“the company has executed significant 
divestitures, transformed its funding model, 
and implemented a corporate reorganization” 
resulting in GE Capital being “a much less 
significant participant in U.S. financial markets 
and the economy.”  As a result, the FSOC 
“concluded that these and other changes at GE 
Capital… have significantly reduced the 
potential for GE Capital’s material financial 
distress to threaten U.S. financial stability.” 
 
In the press release, Secretary of the Treasury 
Jacob Lew stated, “Today’s decision clearly 
demonstrates that the Council’s designation of 
nonbank financial companies is a two-way 
process” and that the FSOC “will remove a 
designation when that company no longer 
poses risks to U.S. financial stability.” Secretary 
Lew added, “The Council follows the facts: 
When it identifies a company that could 
threaten financial stability, it acts; when those 
risks change, the Council also acts.” Lew 
further explained that since GE Capital was 
designated in 2013, “it has made fundamental 
strategic changes” making the company 
“significantly smaller and safer, with more 
stable funding.”  Secretary Lew explained that 
FSOC engaged in “a rigorous review and 
engagement with the company over the last 
year,” and determined that based on the 
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changes GE Capital made “the designation is 
no longer warranted.” 
 
Senate Passes Puerto Rico Relief Bill; 
President Expected to Sign Bill Soon 
 
Key Points: 

 The Senate approved Puerto Rico debt relief 
legislation (PROMESA) by a 68-30 vote.  

 The President is expected to sign the bill into 
law today. 

 
On June 29, the Senate approved the “Puerto 
Rico Oversight, Management, and Economic 
Stability Act” (PROMESA) by a 68-30 vote. 
The bipartisan bill passed the House on June 9 
by a 297-127 vote, and since the Senate passed 
but did not amend the bill, it was sent to the 
President’s desk. President Barack Obama is 
expected to sign the bill into law today. 
 
The bill seeks to address Puerto Rico’s debt 
and fiscal crisis by establishing an oversight 
board, creating a process for restructuring debt 
under the Territories Act, and providing 
expedited procedures for approving critical 
infrastructure projects. Additionally, the 
legislation exempts Puerto Rico for a period of 
time from the Department of Labor’s overtime 
and minimum wage requirements. The bill did 
not include any tax provisions. The 
Administration expressed support for the bill, 
and had urged Congress to pass the bill before 
the crisis grows worse.  
 
Senate Small Business Discusses Flood 
Insurance Rate Increases 
 
Key Points:  

 The Senate Small Business Committee held a 
hearing to discuss the National Flood 
Insurance Program (NFIP) and recent rate 
increases.  

 Federal Emergency Management Agency 
explained FEMA is currently working with 
the reinsurance industry on catastrophic flood 
modeling, gathering quotes to pilot reinsurance 
for the NFIP, and exploring how to build the 
cost of reinsurance into the program. 

 
On June 30, the Senate Small Business 
Committee held a hearing entitled, “No More 
Hikes: Small Business Survival Amidst 
Unaffordable Flood Insurance Rate Increases.”  
Chairman David Vitter noted the National 
Flood Insurance Program (NFIP) faces a 
September 30, 2017 deadline for 
reauthorization. He stated the lapses in 
coverage in 2010 had significant negative 
effects on the economy. He suggested it is 
extremely important for Congress to 
thoroughly examine the program and carefully 
consider all potential legislative changes with 
enough time to take action that would prevent 
unintended consequences, such as significant 
rate increases, from hurting the economy. 
 
Senator Marco Rubio (R-FL) and Senator Tim 
Scott (R-SC) raised concerns over the Federal 
Emergency Management Agency’s (FEMA’s) 
remapping process, and Senator Rubio asked 
how inaccurate maps affect affordability. 
Domain Homes CEO Kevin Robles explained 
every eight inches of inaccuracy leads to $6,000 
in costs. Senator Scott also noted FEMA is 
currently looking at engaging with reinsurance. 
FEMA Deputy Associate Administrator for 
Insurance and Mitigation Roy Wright explained 
that the agency is currently working with the 
reinsurance industry on catastrophic flood 
modeling, gathering quotes to pilot reinsurance 
for the NFIP, and exploring how to build the 
cost of reinsurance into the program. He 
suggested if a reinsurance “layer” had been in 
place, FEMA would not have had to borrow 
money following Super Storm Sandy. He 
expressed a commitment to having a layer of 
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reinsurance in place by the end of 2016. 
Senator Rubio asked about expanding the 
acceptance of private flood insurance. Coldwell 
Banker One Broker and Owner David McKey 
suggested consumers are looking for additional 
options and private insurance would provide 
consumers those options. He stated the Flood 
Insurance Market Parity and Modernization 
Act would allow customers who buy private 
insurance to later go back to the NFIP without 
losing their grandfathering clause.  
 
Upcoming Hearings and Events 
 
July 8 
SEC Equity Market Structure Advisory 
Committee: The Securities and Exchange 
Commission (SEC) Equity Market Structure 
Advisory Committee (EMSAC) will hold a 
meeting via telephone. The agenda for the 
meeting includes presentations by the 
Regulation NMS and Trading Venues 
Regulations subcommittee chairs, consideration 
of a recommendation for an access fee pilot, 
and recommendations related to trading venues 
regulation. 
 
July 14 
China: The Senate Banking Committee will 
hold a hearing entitled “Evaluating the 
Financial Risks of China.” The scheduled 
witnesses for the hearing are: Dennis Shea, 
Chairman of the U.S.-China Economic and 
Security Review Commission; Desmond 
Lachman, Resident Fellow at the American 
Enterprise Institute; Thomas Gibson, President 
and CEO of the American Iron and Steel 
Institute; and William Wilson, Senior Research 
Fellow at the Heritage Foundation. 
 
SEC Investor Advisory Committee: The 
Securities and Exchange Commission (SEC) 
will hold a meeting of its Investor Advisory 
Committee. The agenda for the meeting 

includes “remarks from Commissioners; the 
nomination of candidates for open officer 
positions; a discussion regarding investment 
company reporting modernization; a discussion 
of the state of sustainability reporting; the 
announcement of election results for open 
officer positions; a discussion of Electronic 
Communications Privacy Act amendments; and 
a nonpublic administrative work session during 
lunch.” 
 
July 19 
SEC Small and Emerging Company 
Advisory Committee: The Securities and 
Exchange Commission (SEC) will hold a 
meeting of its Advisory Committee on Small 
and Emerging Companies. The agenda for the 
meeting includes “matters relating to rules and 
regulations affecting small and emerging 
companies under the federal securities laws.” 
 
August 2 
SEC Equity Market Structure Advisory 
Committee: The Securities and Exchange 
Commission (SEC) Equity Market Structure 
Advisory Committee (EMSAC) may hold their 
next quarterly meeting. 
 
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 

 
Pipeline Safety Regulatory Activity in June 
 
Key Points: 

 In June, the federal pipeline safety regulatory 
agency – the Pipeline and Hazardous 
Materials Safety Administration – was 
engaged in a range of regulatory activity. 

 PHMSA continues the process of 
promulgating several major pipeline safety 
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rules. The agency also took actions on less 
significant regulatory matters over the last 
several weeks.   

 
Even as the President signed pipeline safety 
reauthorization legislation (S. 2276, P.L. 114-
183) into law this month, the Pipeline and 
Hazardous Materials Safety Administration 
(PHMSA) has been active working on 
rulemakings, guidance, and other initiatives 
targeting pipeline safety. In addition to the 
“Plastic Pipe Rule”, “Operator Qualification, 
Cost Recovery, Accident and Incident 
Notification, and Other Pipeline Safety 
Proposed Changes”, and “Safety of Gas 
Transmission and Gathering Pipelines” 
rulemakings, which were discussed during 
PHMSA’s advisory committee meetings at the 
beginning of the month (see below), the agency 
is also working on: 

 An Interim Final Rule that would 
establish safety standards for the 
underground storage of natural gas. On 
July 14, 2016, PHMSA will hold a 
“Public Workshop on Underground 
Natural Gas Storage Safety”. According 
to PHMSA, the event is intended to 
“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.” 
PHMSA anticipates issuing an Interim 
Final Rule by August, 2016. 

 A final rule on “Safety of Hazardous 
Liquid Pipelines”. PHMSA published 
the Notice of Proposed Rulemaking 
(NPRM) on October 13, 2015. 
PHMSA’s Liquid Pipeline Advisory 
Committee met on February 1, 2016, to 
consider and vote on the NPRM 
(Presentation on the rule incorporating 
the recommendations voted on by the 

Advisory Committee). PHMSA expects 
to publish the final rule by October, 
2016. 

 An NPRM that would require 
mandatory installation of automatic 
shutoff valves and remote controlled 
valves and establish performance-based 
metrics for rupture detection for 
natural gas and hazardous liquid 
transmission pipelines. PHMSA 
anticipates publishing this NPRM in 
October, 2016. 

 
PHMSA’s work in June has included: 
 
Advisory Committee Meetings: On June 1-3, 
PHMSA held meetings of its Gas Pipeline 
Advisory Committee (GPAC) and its Liquid 
Pipeline Advisory Committee (LPAC). The 
advisory committees discussed a number of 
topics, including pending rulemakings. PHMSA 
also provided presentations on regulatory 
issues and agency initiatives. The agenda 
included: 

 The GPAC discussed and voted on 
the notice of proposed rulemaking 
(NPRM) titled: “Pipeline Safety: Plastic 
Pipe Rule”. 

 The GPAC and LPAC jointly 
considered and voted on the NPRM on 
“Pipeline Safety: Operator 
Qualification, Cost Recovery, Accident 
and Incident Notification, and Other 
Pipeline Safety Proposed Changes”. 

 PHMSA gave a briefing on the NPRM, 
titled “Pipeline Safety: Safety of Gas 
Transmission and Gathering Pipelines”. 

 PHMSA provided a presentation on a 
proposal to establish a Safety 
Management Systems Working Group, 
which would be comprised of GPAC 
and LPAC members. 

 PHMSA also gave a presentation on 
public outreach and engagement. 
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Advisory Bulletin on Pipeline 
Corrosion: On June 21, PHMSA published 
a notice of the release of an advisory bulletin 
titled “Ineffective Protection, Detection, and 
Mitigation of Corrosion Resulting from 
Insulated Coatings on Buried Pipelines”. 
 
Pipeline Mapping: On June 22, PHMSA 
published a notice and request for 
comments titled “Request for Revision of a 
Previously Approved Information Collection: 
National Pipeline Mapping System Program.” 
This follows the agency’s August 27, 2015, 
publication of an earlier notice on the issue. 
PHMSA is continuing to refine its proposed 
revisions for the types of data and information 
pipeline operators must provide for inclusion 
in the National Pipeline Mapping System. 
 
Public Comment on Regulation of Carbon 
Dioxide Pipelines: On June 27, PHMSA 
published a notice seeking comment on its 
report on “Background for Regulating the 
Transportation of Carbon Dioxide in a 
Gaseous State”. 
 
Civil Penalties: On June 30, PHMSA 
published an Interim Final Rule, which would 
be effective August 1, adjusting pipeline safety 
civil penalties. The increases in penalties 
constitute inflation adjustments, and PHMSA is 
implementing them in compliance with the 
“Federal Civil Penalties Inflation Adjustment 
Act Improvements Act of 2015”, which was 
enacted as Section 701 of the “Bipartisan 
Budget Act of 2015” (P.L. 114-74). PHMSA 
states that the use of an Interim Final Rule, 
with no opportunity for public comment, is 
appropriate because “PHMSA is required 
under the 2015 Act and directed by the OMB 
Guidance to publish this rule by July 1, 2016, 
with the penalty levels stated herein to take 
effect no later than August 1, 2016.”   

 
Upcoming Hearings and Events 
 
July 6 
EPA Regulations: The House Energy and 
Commerce Committee’s Energy and Power 
Subcommittee will hold a hearing titled “A 
Review of EPA’s Regulatory Activity During 
the Obama Administration: Energy and 
Industrial Sectors”.   
 
July 7 
Nuclear Waste Disposal: The House Energy 
and Commerce Committee’s Environment and 
the Economy Subcommittee will hold a hearing 
titled “Federal, State, and Local Agreements 
and Associated Benefits for Spent Nuclear Fuel 
Disposal”.   
 
BLM Land Use Planning: The House 
Natural Resources Committee’s Oversight and 
Investigations Subcommittee will hold a 
hearing titled “State Perspectives on BLM’s 
Draft Planning 2.0 Rule”.    
 
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 
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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 12-13 
Underground Natural Gas Storage: The 
Department of Energy’s National Laboratories 
will hold a workshop on “Well Integrity for 
Natural Gas Storage in Depleted Reservoirs 
and Aquifers”. The workshop is intended “to 
assemble operators, regulators, and technical 
experts to examine the current state of natural 
gas storage wellbore integrity, and to consider 
ways to reduce the possibility of future 
subsurface containment failures…[and] will be 
a forum by which participants can discuss 
wellbore integrity risks, operational and 
wellbore construction practices, monitoring 
and testing of subsurface storage integrity, 
accident management (e.g., controlling leakage 
and blowouts), gaps in knowledge about 
wellbore integrity, and ways to improve the 
state of knowledge to address those gaps.”    
 
July 13 
Pipeline Public Awareness: The Pipeline and 
Hazardous Materials Safety Administration 
(PHMSA) will hold a public workshop to 
“bring pipeline safety stakeholders together to 
review the findings from the joint Public 
Awareness Program Working Group’s 
(PAPWG) Strengths, Weaknesses, 
Opportunities, and Threats (SWOT) Report 
and explore future actions that can be taken to 

expand public awareness and stakeholder 
engagement efforts.” 
 
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 To Hold Procedural Vote on FY 
2017 DOD Appropriations 
 
Key Points: 

 The Senate may vote on the motion to invoke 
cloture on the motion to proceed to FY 2017 
DOD appropriations, depending on the 
disposition of bills queued ahead of the 
package 

 
On June 29, Senate Majority Leader Mitch 
McConnell (R-KY) moved to proceed to the 
“Department of Defense (DOD) 
Appropriations Act, 2017” (H.R. 5293) and 
then filed cloture on this motion, setting up a 
potential vote as early as next week. Other 
cloture motions are queued in front of the 
cloture petition on H.R. 5293, and if cloture is 
not invoked on those bills, the Senate could 
vote next week to begin work on FY 2017 
DOD appropriations. Presumably, if the Senate 
does proceed to H.R. 5293, then Senate 
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Appropriations Committee Chairman (and 
Defense Subcommittee Chairman) Thad 
Cochran (R-MS) would offer a substitute 
amendment containing the Senate DOD 
Appropriations bill, S. 3000, and possibly 
amendments agreed to beforehand. However, 
unlike H.R. 5293, S. 3000 does not shift 
Overseas Contingency Operations (OCO) 
funds to pay for DOD base requests above the 
budget request submitted in February. 
 
In May 26 its press release, the Senate 
Appropriations Committee stated that “[t]he 
bill, approved 30-0, provides $515.9 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 
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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 
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 
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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 
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 
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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 

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 

 
SASC Hearing On Cross-Functional Teams 
 
Key Points: 

 The Senate Armed Services Committee held a 
hearing to bolster support for language in the 
Senate-passed NDAA that would require 
greater use of cross-functional teams to counter 
the Pentagon’s often soiled approach  

 
At June 28 hearing, the Senate Armed Services 
Committee heard testimony from former 
uniform and civilian Pentagon officials on how 
to best streamline the Department of Defense’s 
organization in order to maximize its 
capabilities. In particular, Memebrs and 
witnesses dicussed a provision in the Senate 
national; Defense Authorization Act “that 
would require the Secretary of Defense to 
develop and implement an organizational 

strategy for the Department of Defense 
(DOD)” according to the Committee Report. 
The Committee asserted that “[t]his strategy 
would enable the Department to focus its 
attention and resources on its most important 
missions and objectives through the 
introduction of mechanisms to integrate 
planning and decision-making across its 
functionally aligned organizations, 
accompanied by cultural changes in the 
Department to emphasize collaboration and 
teamwork.” 
 
Chairman John McCain (R-AZ) stated that the 
DOD “is not optimally structured to take full 
advantage of the[] talents” of the men and 
women serving in the military. He said a 
number of “flaws in our defense organization” 
have been noted during previous hearings: 

 Hierarchical planning and decision 
making processes that too often result 
in lowest common denominator 
recommendations to senior leaders, 
what Michelle Flournoy called the 
"tyranny of consensus";  

 misaligned bureaucratic incentives;  

 and a culture that too often rewards 
parochialism, inertia, risk avoidance and 
the deferral of decisions; and layering 
of management structures in functional 
silos that too often result in decisions 
being forced to higher and higher levels 
of management. 

 
McCain claimed that “[t]hese and other 
organizational impediments do not only inhibit 
efficiency…[and] also pose an obstacle to 
greater effectiveness.” He added that witnesses 
have testified repeatedly that “the only officials 
at the DOD with the authority to integrate 
these activities at a strategic level are the 
Secretary and the Deputy.” 
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Ranking Member Jack Reed (D-RI) said that 
“this is a very important hearing and the office 
of Secretary of Defense and the DOD as a 
whole is organized around differentiated 
functions just like most other enterprises.” He 
noted that “[l]arge-scale organizations have 
struggled since the Industrial Revolution to 
find ways to effectively integrate across these 
silos of functional experts. DOD's burden in 
this regard is heavy.” Reed stated that “[i]ts 
ability to integrate horizontally to create sound 
strategies and effectively execute missions 
acutely affects the national security.” He said 
that many private sector entities have 
implemented “effective new methods for 
horizontal integration, methods that produced 
better outcomes in less time at lower levels of 
management.” Reed stated that “[a] principal 
innovation took the form of small empowered 
teams of experts from the functional 
components of an enterprise, whose members 
were incentivized and rewarded for 
collaborative behavior in the interest of the 
whole enterprise.” 
 
Harvard Business School Professor Dr. Amy 
Edmondson said that “consistent with Section 
941[of the “National Defense Authorization 
Act for Fiscal Year 2017” (S. 2943), I'm going 
to focus on cross-functional teams…that bring 
individuals together from different 
organizational units or functions to share 
responsibility for a specific deliverable.” She 
said that “[i]t’s done because multiple areas of 
expertise or interests must be considered 
simultaneously in doing the work or solving the 
problem.” Edmondson said that “[a]s 
documented by some of my colleagues at 
Harvard Business School, cross-functional 
teams dramatically improved product 
innovation and development speed in the U.S. 
automotive industry and brought them back 
into the game.” She added that “cross 
disciplinary teams have also improved 

performance in patient care, supply chain 
management, airline service, to name just a few 
arenas that have been extensively studied.” 
 
Former General Stanley McChrystal said that “I 
believe [cross-functional teams] offer great 
potential for the Department to cope 
effectively for what I think is a dramatically 
more complex operating environment that it 
currently faces and it will face increasingly in 
the future.” He stated that “[a]s background, 
my experiences on the Joint Staff and in both 
Afghanistan and Iraq lead me to conclude that 
we uniformly move forward with the best of 
intentions and often develop a potentially 
successful strategy but encounter structural, 
institutional, and cultural obstacles to achieving 
the collaboration and synergy necessary to 
prosecute those policies and strategies 
effectively.” McChrystal said “[t]his is not a 
new problem…[but] at its heart, war is politics 
and there's far more to achieving victory than 
tactical skill.” He stated that “[w]e simply 
cannot forge the multiple components of our 
national power together into the kind of 
commitment or teamwork needed.” McCrystal 
stated that “[c]ross-functional teams are not the 
panacea for all the challenges of national 
security, but they represent an opportunity for 
fundamental change that should not be 
ignored.” 
 
Joint Special Operations University 
Distinguished Senior Fellow James Locher III 
stated that “If enacted, [Section 941] would 
initiate a long overdue revolution in defense 
organization…[but] [a]s with all major change 
efforts, legislative approval and Pentagon 
implementation will not be easy.” He said that 
“[t]he Committee's 13 hearings last fall revealed 
many organizational problems hampering 
Pentagon performance…[and] Section 941 
addresses four of these problems:  
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 First, the rigid functional structure of 
the Pentagon, which hampers 
collaboration, limits a focus on 
missions and results, demands more 
people in more management levels, 
resist new ideas, and sub-optimizes 
decisions. 

 The Pentagon's nearly exclusive reliance 
on functional structure denies an ability 
to handle the complexity and pace of 
today's defense challenges. The second 
problem, Mr. Chairman, involves 
processes such as the planning, 
programming, budget, and execution 
system. Pentagon processes are 
sequential, stove-piped, consensus-
driven, and industrial age. The 
Pentagon's bureaucratic culture and its 
functional orientation has shaped the 
design of these ineffective processes. 

 The third problem centers on weak 
civilian leadership traditions. The office 
of the Secretary of Defense has given 
insufficient attention to leadership task 
and leadership development. The 
emphasis has been on technical and 
functional skills, not leadership skills. 

 The fourth problem arises from the 
Pentagon's culture, which is too rule-
oriented, bureaucratic, risk-averse in 
decision making, and competitive 
among components. 

 
Upcoming Hearings and Events 
July 6 
Aviation Readiness: The House Armed 
Services Committee’s Readiness Subcommittee 
will hold a hearing titled “Aviation Readiness.” 
 
Threats To The U.S: The House Homeland 
Security Committee will hold a hearing on 
worldwide threats to the U.S. 
 
July 7 

Defense Reorganization: The House Armed 
Services Committee will hold a hearing to look 
at reorganizing the Department of Defense. 
 
South China Sea Maritime Disputes: The 
House Armed Services Committee and the 
House Foreign Affairs Committee will hold a 
joint hearing titled “South China Sea Maritime 
Disputes.”  
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH 
 
Senate Finance Holds Hearing on 
Medicare Part B Demonstration 
 
Key Points: 

 Senators on both sides of the aisle raised 
concerns about the scope of the proposed 
demonstration and the impact it could have on 
small practices and rural providers.  

 CMS Official Patrick Conway indicated 
CMS is carefully reviewing comments on the 
proposal and will consider making adjustments 
if needed.  

 
On June 28, the Senate Finance Committee 
held a hearing entitled “Examining the 
Proposed Medicare Part B Drug 
Demonstration.” Chairman Orrin Hatch (R-
UT) said the proposed demonstration would 
radically alter the way Medicare pays for drugs 
and biologics and suggested it goes beyond the 
Centers of Medicare and Medicaid’s (CMS) 
authorities. He expressed concern more 
beneficiaries will be referred to the more 
expensive hospital outpatient setting and CMS 
has not indicated how it will monitor access 
concerns. Hatch stressed stakeholders have 
largely condemned this proposal. He stated the 
Committee’s Republicans sent a letter to CMS 
outlining concerns. He contended that the 
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Committee received a “form letter” in return, 
suggesting CMS dismissed Congress’ oversight 
role. 
 
Ranking Member Ron Wyden (D-OR) 
suggested the country is entering an era where 
there will be miracle treatments and cures, but 
the question is whether Americans are going to 
be able to afford them. He said the 
demonstration is set to begin in Medicare Part 
B where seniors are often hit especially hard 
because their payment is co-insurance rather 
than a co-pay. Wyden said Democrats’ 
concerns are about ensuring those who are 
especially vulnerable have access to life saving 
medications. He pointed to the particular 
challenges in rural areas. He asserted patients 
should not be forced to go to a hospital where 
treatment is more expensive and less 
convenient. 
 
Acting CMS Principal Deputy Administrator, 
Deputy Administrator For Innovation and 
Quality and Chief Medical Officer Dr. Patrick 
Conway explained the proposal is part of the 
broader strategy to encourage better care and 
to improve quality. He stated feedback has 
been received from a wide range of 
stakeholders and all are being reviewed closely 
to determine whether adjustments are needed. 
Conway asserted beneficiary access is always at 
the center of CMS’ work and the proposed 
model would not affect drug coverage or 
patient choice. 
 
Senate Fails to Advance Zika Funding 
 
Key Points: 

 The motion to invoke cloture on the Conference 
Report failed by a vote of 52-48. 

 Last week, the House approved the measure 
which would provide $1.1 billion in funding to 
combat the Zika virus.  

 

On June 29, the Senate failed to invoke cloture 
on the Conference Report approved last week 
by the House which would provide $1.1 billion 
to combat the Zika virus. Senator Joseph 
Donnelly (D-IN) was the only Democrat to 
vote in favor of the motion. Senators James 
Lankford (R-OK) and Mike Lee (R-UT) voted 
against the motion.  Senate Majority Leader 
Mitch McConnell (R-KY) changed his yea vote 
to a nay vote so he could enter a motion to 
reconsider and give the Senate the option to 
return to this package at a later. 
 
Democrats have criticized “poison pills” 
included in the legislation. Senate Minority 
Leader Harry Reid (D-NV) called the 
agreement “the most irresponsible legislation I 
have ever seen in my 34 years in Congress.” 
Democrats objected to provisions they claim 
would restrict the role of Planned Parenthood 
in providing contraceptive services and cut 
financing from the Affordable Care Act.  
 
Democrats had sent a letter to McConnell and 
House Speaker Paul Ryan (R-WI) calling for a 
new round of negotiations before the Senate 
vote. McConnell has said the Senate will vote 
again on Zika funding following the July 4 
recess.  
 
Upcoming Hearings and Meetings 
 
July 5 
Precision Medicine: The National Institutes 
of Health (NIH) will hold a teleconference of 
the Precision Medicine Initiative Cohort 
Program to discuss its proposal to align the 
authority and responsibility for the execution of 
the Program within the NIH Office of the 
Director. 
 
July 6 
Opioid Abuse: The House and Senate 
conferees for the “Comprehensive Addiction 
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and Recovery Act of 2016” (S. 524) will hold a 
full committee meeting. 
 
Entitlements: The House Judiciary 
Committee will hold a meeting on “The 
Federal Government on Autopilot: Mandatory 
Spending and the Entitlement Crisis.” 
 
For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
TRANSPORTATION AND 
INFRASTRUCTURE  
 
Volkswagen Emission Settlement 
Announced 
 
Key Points: 

 The automaker will pay up to $14.7 billion 
for deceiving emissions testing and for false 
advertising 

 
The U.S. Environmental Protection Agency 
(EPA), along with the State of California and 
the Federal Trade Commission (FTC) 
announced that Volkswagen AG and related 
entities must pay up to $14.7 billion in a 
settlement stemming from automaker’s use of 
“defeat devices” during emissions testing, and a 
misleading advertising campaign that promoted 
its “clean diesel” vehicles. The settlement 
covers close to 500,000 2.0 liter diesel vehicles 
sold from model years 2009 to 2015. 
Volkswagen could pay up to $10.03 billion to 
compensate consumers, and $4.7 billion to 
mitigate the effects of the pollution and invest 
in green vehicle technologies. The settlement 
does not cover 3.0 liter diesel vehicles, nor does 
it address potential criminal liability. 
 
Under the U.S. and California settlement, 
Volkswagen must buy back any affected 2.0 
liter vehicle at its retail value in September of 

2015. Furthermore, the automaker must recall 
85 percent of these 2.0 liter vehicles. 
Individuals who chose to have their vehicles 
bought back will receive between $12,500 and 
$44,000. The FTC order also provides the 
option for vehicle owner’s to have their car 
loans forgiven. The settlements allow 
individuals who leased their vehicle to 
terminate the lease without penalty or to have 
their vehicles modified if and when a 
modification becomes available. 
 
Volkswagen will be required to invest $2 billion 
over ten years toward zero emission vehicles 
and improving infrastructure. Of this amount, 
$1.2 billion and $800 million will go towards an 
EPA approved investment fund and a 
California investment fund, respectively. 
 
State Department to Talk with Gulf 
Countries about Open Skies Disputes 
 
Key Points: 

 The conversation will stop short of a formal 
renegotiation of the open skies agreement 
between the U.S. and the Gulf carriers 

 
The State Department will not open formal 
“consultations” with Qatar and the United 
Arab Emirates (UAE). Instead, the State 
Department will convene informal 
conversations with the two countries. The big 
three legacy air carriers in the U.S. - American, 
Delta and United - have accused their Gulf 
counterparts - Emirates, Qatar, and Etihad - of 
receiving unfair subsidies from their 
governments in violation of the Open Skies 
agreement the U.S. has signed with Qatar and 
the UAE. The three major Gulf carriers have 
disputed this allegation saying their business 
practices are legitimate. The rapid rise of these 
three Gulf carriers has caused the U.S. legacy 
carriers to significantly change their operations 
in the Middle East.  
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Both sides have undertaken extensive lobbying 
campaigns over this issue and have expressed 
support for this development. Jill Zuckman, 
spokeswoman for the Partnership for Open & 
Fair Skies, said “[d]iscussions between our 
governments are an important step forward.” 
Speaking in favor of the current agreement, 
U.S. Travel Association CEO Roger Dow also 
endorsed the meetings. “I am grateful to the 
Obama Administration for not buying into a 
highly questionable suite of arguments against 
Open Skies that from the beginning smacked 
of protectionism, cronyism and an unfortunate 
allergy to healthy competition,” he said. The 
informal discussions with the UAE are planned 
for July 18 and 19 and with Qatar on July 25. 
 
Senate Holds Hearing on the “Internet of 
Things” and Transportation 
 
Key Points: 

 Senators heard how existing and emerging 
technologies can benefit transportation and 
infrastructure assets 

 
On June 28, the Senate Commerce 
Committee’s Surface Transportation and 
Merchant Marine Infrastructure, Safety, and 
Security Subcommittee held a hearing entitled, 
“How the Internet of Things (IoT) Can Bring 
U.S. Transportation and Infrastructure into the 
21st Century.” 
 
Subcommittee Chairman Deb Fischer (R-NE) 
said American’s transportation network is well 
positioned to benefit from new technologies 
such as the Internet of Things (IoT). She 
declared this integrated network can better 
inform policymakers which parts of the 
nation’s infrastructure are in the greatest need 
of repair and modernization. She stated that the 
“Developing Innovation and Growing the 
Internet of Things (DIGIT) Act” (S. 2607) calls 

for nationwide strategy to drive development 
of the IoT. She explained that the Act would 
convene a working group comprised of public 
and private sector stakeholders to develop 
recommendations to Congress about how to 
effectively implement the IoT. Subcommittee 
Ranking Member Cory Booker (D-NJ) 
observed that it is important for the 
government to help the private sector flourish 
and harness the IoT. He declared connectivity 
can be a democratizing force that can expand 
opportunity akin to the creation of the 
Interstate Highway system. 
 
Several Senators asked about the benefits of 
the IoT. Fischer asked what the impact of real-
time monitoring is on infrastructure especially 
with spending. AECOM Senior Vice President 
Dr. Robert Edelstein stated control centers of 
the future will help with real-time asset 
management. He envisioned that these centers 
will monitor all transportation assets, which will 
create efficiencies and tie into the smart city 
concept. Fischer asked how this will affect 
safety and the reliability of the infrastructure. 
Edelstein said that these sensors could lead to 
proactive repairs and maintenance. He stated 
TMCs are already detecting accidents or a lane 
closure. He observed that the sooner a lane is 
reopened or an accident is cleared, the safer a 
roadway is and transportation management 
centers (TMCs) are allowing this to happen 
faster. Senator Amy Klobuchar (D-MN) asked 
how the IoT will create new communication 
opportunities and more effectively delivery 
state, local and federal government services. 
Edelstein stated the IoT will allow individuals 
to have greater insight into when a service, 
such as snow removal on a street, will take 
place. He added that the IoT will allow 
companies or municipalities to optimize and 
prioritize which roads are cleared and when.  
 
Upcoming Hearings and Events  
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July 7 
Smuggling at U.S. Ports: The House 
Transportation and Infrastructure Committee 
will hold a hearing on the “Prevention of 
Smuggling at United States Ports.” 
 
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 
 
Clinton Campaign Articulates Technology 
Positions 
 
Key Points: 

 The likely Democratic nominee for President 
has released her first detailed technology 
positions, which include support for an 
encryption commission and the Obama 
Administration’s net neutrality regulations  

 
This week, the Hillary Clinton campaign 
released her “Initiative on Technology & 
Innovation,” which lays out her positions on a 
number of technology-related issues. Notably, 
Clinton endorsed a bill setting up a commission 
to look at the encryption issue (i.e. the “Digital 
Security Commission Act” (H.R. 4651/S. 2604) 
sponsored by House Homeland Security 
Committee Chairman Michael McCaul (R-TX) 
and Senator Mark Warner (D-VA), thus 
implicitly rejecting the approach preferred by 
Burr and Feinstein under which technology 
companies would be required to decrypt 
information users have encrypted (i.e. the 
“Compliance with Court Orders Act of 2016”). 
Additionally, Clinton articulated her support 
for the Federal Communications Commission’s 
Open Internet order (aka net neutrality 
regulations) that the Court of Appeals for the 
District of Columbia Circuit recently upheld. 
 

The campaign stated that “[t]oday, Hillary is 
announcing a Tech & Innovation Agenda with 
five key parts: 

 BUILDING THE TECH 
ECONOMY ON MAIN STREET 
Hillary’s technology agenda is focused 
on creating good jobs in communities 
across America. Entrepreneurship and 
innovation are fundamental to our 
future economic growth—not just in 
the information technology (IT) 
industry, but in energy, manufacturing, 
transportation, health, retail, services, 
and countless other sectors. New 
technologies are already transforming 
our economy, and they have the power 
to generate trillions in economic 
output. Hillary believes we must 
harness these forces so that they create 
higher-paying jobs across the country, 
bring more people into the workforce, 
and reduce inequality. To do this, we 
need to educate our people and train 
our workforce; support 
entrepreneurship and promote 
inclusion in the digital economy; attract 
and retain talented people from all over 
the world; and invest in research and 
development, as well as in getting ideas 
to market.  

 INVESTING IN WORLD-CLASS 
DIGITAL INFRASTRUCTURE 
Hillary believes that high-speed internet 
connectivity is not a luxury; it is a 
necessity for economic success and 
social mobility in a 21st century 
economy. Despite considerable 
progress and private investment in the 
last eight years to close the digital 
divide, there remains work to be done. 
Millions of American households, 
particularly in rural areas, still lack 
access to any fixed broadband provider, 
around 30% of households across 
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America have not adopted broadband 
(with much higher levels in low-income 
communities), and American 
consumers pay more for high-speed 
plans than consumers in some other 
advanced nations.For years, Hillary has 
fought to deliver connectivity to all 
Americans. As President, she will finish 
the job of connecting every household 
in America to high-speed broadband, 
increase internet adoption, and help 
hook up anchor institutions so they can 
offer free WiFi to the public. Hillary 
will also take action to help America 
widely deploy 5G technology—the next 
generation wireless service that will not 
only bring faster internet connections 
to underserved areas, but will enable 
the Internet of Things and a host of 
transformative technologies. 

 ADVANCING AMERICA’S 
GLOBAL LEADERSHIP IN 
TECH & INNOVATION Hillary’s 
technology agenda promotes American 
values and interests in the world. In the 
knowledge-based 21st century global 
economy, the most technically 
proficient economies will be the most 
prosperous. Hillary’s plan pairs our 
economic interests with our democratic 
values. We must position American 
innovators to lead the world in the next 
generation of technology revolutions –
from autonomous vehicles to machine 
learning to public service blockchain 
applications –and we must defend 
universal access to the global, digital 
marketplace of ideas. But we face 
challenges to both of these goals. There 
is fierce global competition in the 
global tech economy. And there are 
many countries that would rather 
regulate than innovate, or who do not 
shy from closing off markets, forcing 

technology transfer from U.S. 
innovators, or even shutting down the 
internet. From her time as Secretary of 
State, Hillary was the champion of 
Internet Freedom and advancing 
technological innovation as part of 
foreign policy. She understands the 
interrelationship between these issues 
and will advance American interests 
effectively. 

 SETTING RULES OF THE ROAD 
TO PROMOTE INNOVATION 
WHILE PROTECTING PRIVACY 
Hillary believes the government has an 
important role to play in laying a 
foundation for broad-based innovation 
and economic growth—by reducing 
regulatory barriers to entry, promoting 
healthy competition, and ensuring our 
IP laws effectively reward creators 
while allowing for additional 
experimentation. At the same time, she 
believes we should be ensuring that 
advances in technology and 
information technology protect 
individual privacy and security. 

 SMARTER AND MORE 
INNOVATIVE GOVERNMENT 
Hillary believes that, beyond enabling 
innovation and economic growth, we 
should look to technology and data to 
provide better services to the American 
people, and make government smarter 
and more effective.  

 
Upcoming Hearings and Events 
 
July 6 
Foreign Cyber Threats: The Small Business 
Committee will hold a hearing titled “Foreign 
Cyber Threats: Small Business, Big Target.” 
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201.  
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This Week in Congress was written by Laura 
Simmons.  
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