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TAXES 
 
Upcoming Hearings and Events 
 
TBD 
Highway Trust Fund Markup: The Senate 
Finance Committee is expected to continue to 
mark up legislation to overhaul and reauthorize 
the Highway Trust Fund through the calendar 
year the week of July 7. 
 
Tax Reform and Education: The Senate 
Finance Committee will likely hold hearings 
this month on tax reform and education. 
 
Identity Theft and Corporate Taxes: The 
Senate Finance Committee will likely hold 
hearings will likely hold hearings on identify 
theft and corporate taxes 
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Tess 
Illos contributed to this report.     

 
FINANCIAL SERVICES 
 
SEC Office of the Investor Advocate Issues 
Report on Objectives 
 
Key Points: 

 SEC Office of the Investor Advocate (OIA) 
issues its Report on Objectives, identifying 
issues of focus for Fiscal Year 2015 to include 
“equity market structure, investor flight, 
municipal market reform, cybersecurity, 
effective disclosure and elder abuse.” 

This Week in Congress 

 House –The House was in recess. 

 Senate –The Senate was in recess.  
Next Week in Congress 

 House – The House is in recess until July 8. The House is expected to begin 
consideration of the “Energy and Water Development and Related Agencies 
Appropriations Act, 2015” (H.R.4923), which already has been given an open rule to 
govern floor debate. The House will consider H.R. 4718, to amend the Internal Revenue 
Code of 1986 to modify and make permanent bonus depreciation, subject to a rule; and 
the “Veterinary Medicine Mobility Act (H.R. 1528), also consider the “Workforce 
Innovation and Opportunity Act” (H.R. 803) under suspension of the rules.  

 Senate – The Senate is in recess until July 7 and will then hold a cloture vote on the 
motion to proceed to the “Bipartisan Sportsmen’s Act of 2014” (S. 2263) and a 
confirmation vote on the nomination of Cheryl Ann Krause, to be United States Circuit 
Judge for the Third Circuit. 
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 The OIA report also includes recommendation 
that Congress authorize the SEC to collect fees 
from investment advisers to pay for increased 
frequency of examinations. 

 
On June 30, the Securities and Exchange 
Commission (SEC) Office of the Investor 
Advocate (OIA) issued its first annual Report 
on Objectives. The OIA report includes one 
recommendation “to address a substantial and 
continuing risk to investors.” OIA 
recommends that Congress increase resources 
to the SEC to conduct more frequent 
examinations of investment advisers and to 
“authorize the SEC to collect fees from 
investment advisers in order to create a more 
stable and scalable source of revenue for 
investment adviser examinations in future 
years.” 
 
The OIA report identifies issues of focus for 
Fiscal Year 2015 to include: 

 Market Structure: OIA will examine 
the fairness of the equity markets, and 
“may consider a number of questions, 
including: (1) “How to define a fair 
market—what constitutes a fair 
market?”; (2) “Do investors perceive 
the current equity market to be fair?”; 
(3) “Are any particular elements of the 
current equity market unfair to 
investors?”; (4) “What are the negative 
impacts on investors from the current 
equity market structure?”; (5) “Do the 
incentives inherent in the current equity 
market structure favor or disfavor 
individual investors?”; and (6) “On 
balance, would any proposed changes 
help or harm individual investors?” 

 Investor Flight: OIA “will analyze 
additional data to determine whether 
individual investors have in fact 
retreated from the equity market”, and 
potential reasons for such a withdrawal.  

 Municipal Market Reform: OIA will 
work with “relevant SROs to encourage 
reforms designed to benefit investors in 
the municipal securities markets” and if 
“legislation is required to improve 
disclosures and practices,” OIA “will 
make recommendations to Congress as 
appropriate.” 

 Data Protection and Cybersecurity: 
OIA “will survey the efforts of the 
Commission, FINRA, the stock 
exchanges, alternative trading systems, 
and other market participants to protect 
investors.” OIA will also evaluate how 
Regulation SCI is implemented

 

and 
“look for other improvements that 
would benefit investors and protect 
them from cyber threats.” 

 Effective Disclosure: OIA will look 
into disclosure reforms, examining 
“what information investors find most 
useful, whether technology can be used 
to communicate information more 
effectively, whether additional material 
information should be disclosed, and 
the impact of proposed changes on 
investors.” 

 Elder Abuse: OIA will “evaluate the 
current initiatives underway at the 
Commission, at SROs, and at other 
state and federal agencies to protect 

Upcoming Dates 
August 1: Projected insolvency of 
Highway Trust Fund 
September 30: FY 2014 Ends and 
MAP-21 expires 
October 1: FY 2015 Begins 
November 4: Midterm Elections 
March 2015: Debt limit suspension 
expires 
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seniors from financial abuse.”  
 
Banking Agencies and CSBS Issue Joint 
Guidance on Home Equity Lines of Credit 
(HELOC) 
 
Key Point: 

 Banking agencies and CSBS issue joint 
guidance to financial institutions regarding 
home equity lines of credit (HELOC) nearing 
their end-of-draw periods. 

 
On June 30, the Office of the Comptroller of 
the Currency (OCC), the Federal Reserve, 
Federal Deposit Insurance Corporation 
(FDIC), National Credit Union Administration 
(NCUA), and the Conference of State Bank 
Supervisors (CSBS) issued joint guidance to 
financial institutions regarding home equity 
lines of credit nearing their end-of-draw 
periods. The guidance detailed five end-of-
draw risk management principles: (1) “prudent 
underwriting for renewals, extensions, and 
rewrites”; (2) compliance with guidance such as 
the “Credit Risk Management Guidance for 
Home Equity Lending and the Interagency 
Guidelines for Real Estate Lending Policies”; 
(3) “use of well-structured and sustainable 
modification terms”; (4) “appropriate 
accounting, reporting, and disclosure of 
troubled debt restructurings”; and (5) 
“appropriate segmentation and analysis of end-
of-draw exposure in allowance for loan and 
lease losses (ALLL) estimation processes.” 
 
SEC Issues Guidance on Proxy Voting  
 
Key Point: 

 SEC issues guidance on proxy voting 
disclosing conflicts of interest and on routine 
review of investment adviser’s proxy policies.   

 
On June 30, the Securities and Exchange 
Commission (SEC) issued guidance on 

investment advisers’ responsibility in voting 
client proxies and retaining proxy advisory 
firms. The guidance also covered availability 
and requirements of two exemptions to the 
federal proxy rules that are relied upon by 
proxy advisory firms. The guidance includes 
thirteen questions touching on topics such as: 
steps an investment adviser should take to 
demonstrate that proxy votes are cast in 
accordance with the client’s best interest; 
whether an investment adviser must vote every 
proxy; whether conflicts of interest must be 
disclosed; and whether certain exemptions 
from the proxy rules apply. The guidance states 
that investment advisers must tell investors 
relying on their recommendations about any 
conflicts of interest and “boiler plate” language 
that such a relationship or interest may or may 
not exist is not sufficient. In addition, the 
guidance notes that investment advisers who 
use proxy advisory firms should routinely 
review their policies to ensure that proxies are 
voted in their client’s best interest.  
 
The House Financial Services Committee’s 
Capital Markets Subcommittee held a hearing 
in June 2013 regarding the role of proxy 
advisory firms. At that hearing, Chairman Scott 
Garrett (R-NJ)  expressed concerns that 
investment advisors outsourcing their fiduciary 
obligation to proxy advisory firms when voting 
clients’ proxies, as well as concerns regarding 
potential conflicts of interest that proxy 
advisory firms may face when making voting 
recommendations, 
 
Upcoming Hearings and Events 
July 8 
Equity Market Structure: The Senate 
Banking Committee will hold a hearing entitled: 
“The Role of Regulation in Shaping Equity 
Market Structure and Electronic Trading.” 
Witnesses to testify will be: Jeffrey Sprecher, 
Chairman and Chief Executive Officer, 

http://www.williamsandjensen.com/
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Intercontinental Exchange, Inc.; Kenneth 
Griffin, Founder and Chief Executive Officer, 
Citadel LLC; Kevin Cronin, Global Head of 
Trading, Invesco, Ltd; Dr. James Angel, 
Associate Professor of Finance, Georgetown 
University McDonough School of Business; 
Thomas Wittman, Executive Vice President, 
Global Head of Equities, The NASDAX OMX 
Group, Inc.; and Joe Ratterman, Chairman, 
President and Chief Executive Officer, BATS 
Global Markets, Inc.  
 
July 10 
SEC Investor Advisory Meeting: The 
Securities and Exchange Commission’s (SEC) 
Investor Advisory Committee will hold a 
meeting, which is to include remarks from SEC 
Commissioners; “a public administrative 
session”; “a discussion of the definition of 
accredited investor (which may include a 
recommendation of the Investor as Purchaser 
subcommittee)”; “a discussion of elder fraud”; 
“a briefing by Commission staff on market 
structure and the proposed Market Structure 
Advisory Committee”; and “nonpublic 
subcommittee meetings.” 
 
July 23 
Flood Insurance: The Senate Appropriations 
Committee’s Homeland Security Subcommittee 
announced a hearing “to hold FEMA 
accountable for implementing the Homeowner 
Flood Insurance Act”, including guidance for 
insurance companies in calculating and 
processing refunds.  
 
For more information about financial services issues you 
may email or call Joel Oswald at 202-659-8201. Eric 
Robins contributed to the articles. 
 
 
 
 
 

ENERGY AND ENVIRONMENT  
 
CSIS Event Addresses U.S.-EU Energy 
Issues 
 
Key Points: 

 The Center for Strategic and International 
Studies held an event on Tuesday titled “EU 
Energy Security and Transatlantic 
Cooperation”.  

 The event featured remarks by Dominique 
Ristori, Director General for Energy for the 
European Commission, and was moderated by 
Sarah Laidslaw, Director and Senior Fellow, 
CSIS Energy and National Security 
Program.    

 
On July 1, 2014, the Center for Strategic and 
International Studies (CSIS) Energy and 
National Security Program held an event to 
discuss the strategic importance of transatlantic 
cooperation between the U.S. and EU for key 
energy priorities. European Commission 
Director General for Energy Dominique 
Ristori was the featured speaker, and the event 
was moderated by CSIS Energy and National 
Security Program Director and Senior Fellow 
Sarah Ladislaw 
 
In his opening remarks, Ristori discussed the 
energy boom in North America and how it has 
changed Europe’s and the world’s views 
regarding individual energy policies. He said 
that the world’s energy demand is increasing, 
especially from developing countries such as 
China and India. Therefore, he commented, 
there would be an increasing competition for 
access to energy resources in the international 
market.  
 
Ristori said that EU and U.S. cooperation on 
energy policies is crucial because energy is such 
a significant part of both entities’ GDP. He 
emphasized the importance of a market-based 

http://www.williamsandjensen.com/
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approach for energy policies and the need to 
attract private capital. He recognized that the 
EU and the U.S. should coordinate individual 
approaches to achieve better results. Ristori 
said in order to prepare for the next winter, 
energy policies regarding production, storage 
and transportation should be proposed 
coordination by countries in Asia and the U.S. 
He noted that the U.S. energy production and 
transportation capacities are not being fully 
utilized, and he concluded his remarks by 
encouraging technology developments and 
energy policies that would help exploit the 
resources to meet the world’s energy demand. 
 
Ladislaw inquired about how the financial crisis 
influenced EU decisions regarding the balance 
of competitiveness and reducing greenhouse 
gas emissions. Dominique said that 50 percent 
of Europe’s electricity generation is now CO2 
free. He stressed the need for energy security 
and the substantial impact of energy on the 
world economy. He recommended that the 
U.S. energy policies should address long-term 
needs rather than focusing on short-term 
actions.  
 
In the question and answer session, Ristori was 
asked about China’s role in world energy 
markets. He said that China has a presence in 
major energy markets around the world. He 
added that middle class development in China 
will continue increase the nation’s energy 
demand, but also said that issues such as air 
quality concerns would lead to increases in the 
role of alternative energy in its demand 
portfolio. Ristori recommended that China 
cooperate with EU and the U.S. to develop 
solutions for energy and climate problems, 
such as shifting from coal to alternative energy 
resources and developing clean transportation.   
 
Upcoming Hearings and Events 
 

July 7 
Offshore Energy Production: The Senate 
Energy and Natural Resources Committee will 
hold a field hearing titled “Outer Continental 
Shelf Production”. The hearing will be held in 
Lafayette, Louisiana.    
 
July 9 
Invasive Species: The House Natural 
Resources Committee’s Public Lands and 
Environmental Regulation Subcommittee will 
hold a hearing on the “Federal Lands Invasive 
Species Control, Prevention, and Management 
Act” (H.R. 3994); and legislation “[t]o make 
technical corrections to Public Law 110-229 to 
reflect the renaming of the Bainbridge Island 
Japanese American Exclusion Memorial...” 
(H.R. 4751).   
 
Clean Water Act: The House Science 
Committee will hold a hearing titled 
“Navigating the Clean Water Act: Is Water 
Wet?” Robert Perciasepe, Deputy 
Administrator of the Environmental Protection 
Agency is scheduled to testify. 
 
 
July 14 and 15 
EIA Energy Conference: The Energy 
Information Administration (EIA) will hold its 
annual Energy Conference. Planned session 
topics include: “U.S. Petroleum Exports”; 
“Logistical Issues in North American Liquid 
Flows”; and “Tight Oil Production Trends”.  
 
For more information about energy and environment 
issues you may email or call Frank Vlossak at 202-
659-8201. Renxiang Wei contributed to this report. 
Updates on energy and environment issues are available 
during the week on twitter. 
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DEFENSE 
 
Export Control Final Rules Issued 
 
Key Points: 

 The Administration continues to roll out its 
scaled back export control reform initiative 
with two final rules 

 
This week, the Department of Commerce’s 
Bureau of Industry and Security (BIS) and the 
Department of State’s Directorate of Defense 
Trade Controls (DDTC) issued final rules 
regarding the export control of “electronics, 
technology and software for certain wing 
folding systems, certain superconducting and 
cryogenic equipment, and related items.” These 
rules are part of the Obama Administration’s 
ongoing Export Control Reform Initiative 
started in August 2009, “the objective of which 
is to protect and enhance U.S. national security 
interests.” While the initial intentions to 
construct a unified, tiered, positive list have 
been scaled back, the Departments of State and 
Commerce have continued to issue rules 
reforming which items are subject to export 
restrictions.  
 
The BIS and DDTC final rules transfer 
“electronics, technology and software for 
certain wing folding systems, certain 
superconducting and cryogenic equipment, and 
related items” from the United States 
Munitions List (USML) to the Commerce 
Control List (CCL). The agencies stated that 
“[t]he changes described in this rule and the 
State Department’s rule amending USML 
Category XI are based on a review of that 
category by the Defense Department, which 
worked with the Departments of State and 
Commerce in preparing the amendments.” 
This review “focused on identifying the types 
of articles that are now controlled by the 
USML that either (i) are inherently military and 

otherwise warrant control on the USML, or (ii) 
if of a type common to civil applications, 
possess parameters or characteristics that 
provide a critical military or intelligence 
advantage to the United States and that are 
almost exclusively available from the United 
States.” The agencies stated that “[i]f an article 
was found to satisfy either or both of those 
criteria, the article remains on the 
USML…[but] [i]f an article was found not to 
satisfy either criterion, but is nonetheless a type 
of article that is “specially designed” for 
military applications, then, generally, it is 
identified in one of the new “600 series” 
Export Control Classification Number (ECCN) 
created by this rule.” 
 
DOD Releases WMD Strategy 
 
Key Points: 

 The Pentagon issues its plan for addressing 
WMD held by adverse nation-states and other 
actors 

 
On June 30, the Department of Defense 
(DOD) released the “Department of Defense 
Strategy for Countering Weapons of Mass 
Destruction,” which “seeks to ensure that the 
United States and its allies and partners are 
neither attacked nor coerced by actors with 
weapons of mass destruction (WMD).” The 
DOD stated that “[c]ountering WMD 
(CWMD) objectives focus on cooperative 
efforts to shape the security environment and 
take early action against adversaries…[and] 
[t]hese objectives are to reduce incentives to 
pursue, possess, and employ WMD; to increase 
the barriers to WMD acquisition, proliferation, 
and use; to manage WMD risks emanating 
from hostile, fragile, or failed states and safe 
havens; and to deny the effects of current and 
emerging WMD threats through layered, 
integrated defenses.” 
 

http://www.williamsandjensen.com/
https://www.federalregister.gov/articles/2014/07/01/2014-14683/revisions-to-the-export-administration-regulations-ear-control-of-military-electronic-equipment-and
https://www.federalregister.gov/articles/2014/07/01/2014-14681/amendment-to-the-international-traffic-in-arms-regulations-united-states-munitions-list-category-xi
https://www.federalregister.gov/articles/2014/07/01/2014-14681/amendment-to-the-international-traffic-in-arms-regulations-united-states-munitions-list-category-xi
http://www.defense.gov/pubs/DoD_Strategy_for_Countering_Weapons_of_Mass_Destruction_dated_June_2014.pdf
http://www.defense.gov/pubs/DoD_Strategy_for_Countering_Weapons_of_Mass_Destruction_dated_June_2014.pdf
http://www.defense.gov/pubs/DoD_Strategy_for_Countering_Weapons_of_Mass_Destruction_dated_June_2014.pdf


Williams & Jensen – Washington Update July 3, 2014 
   

  
 

 
Williams & Jensen, PLLC 

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

www.williamsandjensen.com 
 

Page 7 of 13 

The DOD stated that “[a]n increased emphasis 
on early cooperative action to shape the 
environment and disrupt networks has many 
benefits…[and] [s]trategic intentions can be 
malleable and often reflect the security 
environment, presenting opportunities to 
dissuade actors from pursuit and possession of 
WMD.” The DOD stated that “[t]he dynamic 
structures of WMD networks can be 
challenging, but also offer opportunities for 
exploitation through flexible, innovative, and 
adaptive approaches targeting network hubs.” 
The DOD stated that “[t]hese measures can 
help lessen acquisition incentives, bolster 
prevention activities, and reduce reliance on 
measures that carry higher political, military, 
and humanitarian risks…[and] [d]eterrence 
strategies supported by credible CWMD 
capabilities will remain an effective approach 
against many WMD-armed adversaries.” The 
DOD stated that “[r]ecognizing that these 
efforts may not always be successful, DOD 
must also prepare a comprehensive set of 
capabilities to respond to WMD crises.” 
 
Upcoming Hearings and Events 
 
July 8 
Iraq & Afghanistan: The Senate Armed 
Services Committee will hold a closed hearing 
to discuss the military situations in Iraq and 
Afghanistan. 
 
Nominations: The Senate Armed Services 
Committee will hold a hearing to consider the 
following nominations: General Joseph F. 
Dunford, Jr., USMC For Reappointment To 
The Grade Of General And To Be 
Commandant Of The Marine Corps; Admiral 
William E. Gortney, USN For Reappointment 
To The Grade Of Admiral And To Be 
Commander, United States Northern 
Command/ Commander, North American 
Aerospace Defense Command; General John 

F. Campbell, USA For Reappointment To The 
Grade Of General And To Be Commander, 
International Security Assistance Force/ 
Commander, United States Forces, 
Afghanistan; and Lieutenant General Joseph L. 
Votel, USA To Be General And Commander, 
United States Special Operations Command 
 
TBD 
Drones: The House Armed Services 
Committee will hold a hearing to discuss the 
Carrier-Launched Drone Program. 
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH 
 
Supreme Court Issues Ruling on 
Contraception Coverage 
 
Key Points: 

 Supreme Court strikes down contraception 
mandate in first major ACA ruling since 
upholding the law in 2012 

 
This week, the U.S. Supreme Court issued a 
ruling in Burwell v. Hobby Lobby that closely held 
for-profit employers with religious objections 
can opt out of the Affordable Care Act’s 
(ACA) requirement to provide coverage for 
contraception. The 5-4 decision held that the 
Department of Health and Human Services’ 
(HHS) regulations mandating contraception 
coverage violate the 1993 Religious Freedom 
Restoration Act (P.L. 103-141).  
 
The 5-4 decision was interpreted by many 
nonpartisan observers and some ideological 
groups to be a narrow ruling, with Justice 
Samuel Alito’s opinion stating that the decision 
is “concerned solely with the contraceptive 
mandate.” It went on to state that the ruling 
“should not be understood to hold that an 

http://www.williamsandjensen.com/
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insurance-coverage mandate must necessarily 
fall if it conflicts with an employer’s religious 
beliefs.” The opinion specifically cites 
immunizations as a different type of 
requirement that should receive other 
considerations.   
 
However, Justice Ruth Bader Ginsberg argued 
in the dissenting opinion that the ruling could 
have an impact beyond the employer mandate 
for contraceptive coverage. She questioned 
whether the ruling would allow employers with 
certain religious objections to opt out of 
covering employees for other medical needs 
such as vaccinations, blood transfusions, 
antidepressants, and medicines derived from 
pigs. 
 
In response to the ruling, Senate Majority 
Leader Harry Reid (D-NV) pledged that 
Democrats would “continue to fight to 
preserve women’s access to contraceptive 
coverage.” The left-leaning think tank Center 
for American Progress urged Congress to 
modify the Religious Freedom Restoration Act 
to undo the Court’s ruling and reinstate the 
contraceptive mandate.  
 
Upcoming Hearings and Meetings 
 
July 8 
VA Whistleblowers: The House Veterans 
Affairs Committee will hold a hearing entitled, 
“VA Whistleblowers: Exposing Inadequate 
Service Provided to Veterans and Ensuring 
Appropriate Accountability.”  
 
July 9 
21st Century Cures – Clinical Trials: The 
House Energy and Commerce Committee’s 
Health Subcommittee will hold a hearing 
entitled, “21st Century Cures: Modernizing 
Clinical Trials.” 
 

Cancer Care Issues: The Brookings 
Institution will hold a discussion titled 
"MEDTalk: Reinventing Patient-Centered 
Cancer Care." 
July 10 
VA Mental Health: The House Veterans' 
Affairs Committee will hold a hearing titled 
"Service Should Not Lead to Suicide: Access to 
VA's Mental Health Care." 
 
July 11 
21st Century Cures – Prospective from 
Patients: The House Energy and Commerce 
Committee’s Health Subcommittee will hold a 
hearing entitled, “21st Century Cures: 
Incorporating the Patient Perspective.”  
 
For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
TRANSPORTATION AND 
INFRASTRUCTURE  
 
DOT Issues HTF Shortfall Guidance 
 
Key Points: 

 The DOT warns that if Congress does not 
address HTF by August 1, it will need to 
ration Highway Account funds 

 FHWA will distribute remaining funds on 
the basis of current funding formula 

 
This week, the Secretary of Transportation sent 
out another round of letters to state 
departments of transportation and transit 
agencies regarding the projected Highway Trust 
Fund (HTF) shortfall, including guidance on 
how the Department of Transportation (DOT) 
will manage the Highway Account, which is 
expected to drop below the $4 billion level 
necessary to promptly reimburse states. The 
DOT explained if the Highway Account does 
indeed drop below $4 billion on August 1, the 
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FHWA will hold off reimbursing states until 
August 11 when states will be notified of how 
funds will be allocated. 
 
On June 24, the DOT issued updated HTF 
projections and asserted that the Highway 
Account would fall below the prudential 
balance of $4 billion by July 25 while the Mass 
Transit Account will reach the critical $1 billion 
level by September 26. The DOT projected 
that as of May 30, the Highway Account 
balance was $8.1 billion and the Mass Transit 
Account $2.8 billion.  
 
In his letters, Foxx explained to the state DPTs 
that “as we approach insolvency, the 
Department will be forced to limit payments to 
manage the reduced levels of cash available in 
the Trust Fund…[which] means, among other 
things, that the Federal Highway 
Administration will no longer make “same-day” 
payments to reimburse States.” He added that 
“we will distribute incoming funds in 
proportion to each State’s Federal formula 
apportionment in this fiscal year.” Foxx stated 
that “[t]he Department’s most recent 
projections show the shortfall will reach a 
critical point in the Trust Fund’s Highway 
Account in just a few weeks, requiring the 
Department to institute cash management 
procedures for highways at that time, with a 
similar cash management plan to follow for the 
Trust Fund’s Mass Transit Account when it is 
expected to reach a similar point this Fall.” He 
stated that “[t]here is still time for Congress to 
act on a long term solution…[and] [o]ur 
transportation infrastructure is too essential to 
suffer continued neglect, and I hope Congress 
will avert this crisis before it is too late.” 
 
In a Frequently Asked Questions document on 
cash management procedures during a HTF 
shortfall, the Federal Highway Administration 
(FHWA) stated that based on the latest 

projections, it “plans to institute cash 
management procedures on August 1, 
2014…[and] will not approve reimbursement 
requests on August 8 and 11 while we are 
calculating each State’s cash allocation.” The 
FHWA stated “[o]n August 11, FHWA will 
notify States of their cash allocation…[and] 
[o]nce each State receives its allocation, 
payments can be requested.”  
 
The FHWA issued a memorandum “to provide 
procedures for reimbursement during a cash 
shortfall in the Highway Account of the 
HTF…[and] [u]nless otherwise directed, cash 
management procedures will be implemented 
on August 1, 2014.” The FHWA stated that 
“[t]hese cash management procedures will 
continue until further notice.” 
 
The FHWA explained that: 

 Beginning on August 8, 2014 and on 
subsequent dates of a scheduled semi-
monthly (i.e., twice a month) deposit 
into the HTF, FHWA Division Offices 
will suspend the approval of all 
reimbursement requests processed 
through the Rapid Approval and State 
Payment System (RASPS).  
The business day after a deposit into 
the HTF (e.g., August 11, 2014), cash 
will be allocated to the States in 
proportion to their share of 
apportioned funding. Funding 
authorized for Puerto Rico and the 
Territories will be considered 
apportioned for the purposes of this 
calculation. The State-by-State cash 
distribution percentages are contained 
in Attachment 1.  

 Until the next semi-monthly deposit 
into the HTF, payments to the States 
will be limited to the cap determined by 
this allocation. States will maintain 
control over their reimbursement 

http://www.williamsandjensen.com/
http://www.dot.gov/highway-trust-fund-ticker
http://www.dot.gov/grow-america/htf-cmp-faqs
http://www.dot.gov/sites/dot.gov/files/docs/Guidance-Memo-Cash-Allocation-Final-3.pdf
http://www.dot.gov/grow-america/dot-guidance-cmp-htf-state-chart-attachment-1
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requests and will have the ability to 
prioritize payments. Once States are 
notified of their payment cap, Division 
Offices will work with their State 
counterparts to determine which 
reimbursement batches to approve. 
These batches may already be in their 
RASPS queue or subsequently 
submitted. FHWA Divisions will 
approve payments up to the cash 
allocation cap. Any reimbursement 
requests in excess of a State’s cash 
allocation will remain in RASPS 
unapproved.  

 Separate reimbursement batches should 
be submitted for non-Highway Trust 
Fund accounts (e.g., Recovery Act, 
TIGER, Emergency Relief – General 
Fund portion). Non-Highway Trust 
Fund accounts are not affected by the 
HTF cash shortfall. 

 Disbursements for TIFIA loan 
payments will continue in accordance 
with the disbursement plans specified 
in the loan agreements. 

 
IG Finds That FAA Is Lagging on UAS 
Implementation 
 
Key Points: 

 The FAA is not meeting its statutory laid 
goals in accommodating unmanned aircraft 
systems, including drones, in civil airspace 

 
This week, the Department of Transportation’s 
(DOT) Inspector General (IG) released a 
report on the Federal Aviation 
Administration’s (FAA) that found 
“[s]ignificant [b]arriers” to the FAA’s 
implementation of a regulatory framework of 
Unmanned Aircraft Systems (UAS.) The “FAA 
Modernization and Reform Act of 2012” (P.L. 
112-95) “established specific UAS provisions 
and deadlines for FAA in the FAA” including 

“publishing a 5-year roadmap, establishing six 
test ranges, and completing the safe integration 
of UAS into the National Airspace System 
(NAS) by September 2015.” The IG noted that 
“[t]he Chairmen and Ranking Members of the 
Senate Commerce Committee and the House 
Committee on Transportation and 
Infrastructure, and those Committees’ Aviation 
Subcommittees, requested that we assess 
FAA’s progress in these efforts.”  
 
The IG stated that “[s]ignificant technological, 
regulatory, and management barriers exist to 
safely integrate UAS into the NAS…[and] 
[f]irst, following many years of working with 
industry, FAA has not reached consensus on 
standards for technology that would enable 
UAS to detect and avoid other aircraft and 
ensure reliable data links between ground 
stations and the unmanned aircraft they 
control.” The IG stated that “[s]econd, FAA 
has not established a regulatory framework for 
UAS integration, such as aircraft certification 
requirements, standard air traffic procedures 
for safely managing UAS with manned aircraft, 
or an adequate controller training program for 
managing UAS.” The IG asserted that “[t]hird, 
FAA is not effectively collecting and analyzing 
UAS safety data to identify risks…because 
FAA has not developed procedures for 
ensuring that all UAS safety incidents are 
reported and tracked or a process for sharing 
UAS safety data with the U.S. Department of 
Defense (DOD), the largest user of UAS.” The 
IG added that “FAA is not effectively 
managing its oversight of UAS 
operations…[and] [a]lthough FAA established 
a UAS Integration Office, it has not clarified 
lines of reporting or established clear guidance 
for UAS regional inspectors on authorizing and 
overseeing UAS operations.” The IG stated 
that “[u]ntil FAA addresses these barriers, UAS 
integration will continue to move at a slow 
pace, and safety risks will remain.” 

http://www.williamsandjensen.com/
http://www.oig.dot.gov/sites/dot/files/FAA%20Oversight%20of%20Unmanned%20Aircraft%20Systems%5E6-26-14_0.pdf
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The IG acknowledged that “FAA is making 
some progress in meeting UAS-related 
provisions of the “FAA Modernization and 
Reform Act of 2012,” but the Agency is 
significantly behind schedule in meeting most 
of them, including the goal of achieving safe 
integration by September 2015.” The IG stated 
that “FAA has completed 9 of the act’s 17 UAS 
provisions, such as selecting 6 test sites, 
publishing a UAS Roadmap, and developing a 
comprehensive plan outlining FAA’s UAS 
plans in the near- and long-term.” The IG 
stated that “the Agency missed the statutory 
milestones for most of these provisions, and 
much work remains to fully implement them. 
FAA is also behind schedule in implementing 
the remaining eight UAS provisions…[and] 
FAA will not meet the August 2014 milestone 
for issuing a final rule on small UAS 
operations.” The IG explained that “FAA’s 
delays are due to unresolved technological, 
regulatory, and privacy issues, which will 
prevent FAA from meeting Congress’ 
September 30, 2015, deadline for achieving safe 
UAS integration.” The IG stated that “[a]s a 
result, while it is certain that FAA will 
accommodate UAS operations at limited 
locations, it is uncertain when and if full 
integration of UAS into the NAS will occur.”  
 
Upcoming Hearings and Events 
 
July 17 
GM Recall:  The Senate Commerce, Science & 
Transportation Committee will hold a hearing 
to discuss General Motors’ recalls and 
corporate culture. 
 
TBD 
Coast Guard/Transportation/Aviation 
Bills: The Senate Commerce, Science, & 
Transportation Commerce will hold a hearing 

to discuss Coast Guard, Transportation, and 
Aviation bills. 
 
Highway Trust Fund Overhaul: The Senate 
Finance Committee will continue its markup of 
the “Preserving America’s Transit and 
Highways Act of 2014” (PATH Act). 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201.  
 
TECHNOLOGY 
 
PCLOB Finds NSA’s Section 702 Program 
Valuable and Effective 
 
Key Points: 

 The PCLOB reviews the NSA’s other 
controversial surveillance program and finds it 
useful and executed largely as Congress 
intended 

 The Board offered recommendations so the 
NSA can address privacy and civil liberties 
concerns  

 
On July 2, the Privacy and Civil Liberties 
Oversight Board (PCLOB or Board) released 
“Report on the Surveillance Program Operated 
Pursuant to Section 702 of the Foreign 
Intelligence Surveillance Act” on one of the 
two National Security Agency (NSA) 
surveillance programs that have been subject to 
increased scrutiny. Following its examination of 
surveillance under Section 215 of the 
PATRIOT Act (i.e. telephony metadata), 
PCLOB examined Section 702 of the Foreign 
Intelligence Surveillance Act (FISA) under 
which “the government collects the contents of 
electronic communications, including 
telephone calls and emails, where the target is 
reasonably believed to be a non-U.S. person 
located outside the United States.” PCLOB 
found that the program produces valuable 
intelligence and “no evidence of intentional 

http://www.williamsandjensen.com/
http://www.finance.senate.gov/imo/media/doc/Description%20of%20the%20Chairman's%20Modification%20to%20the%20PATH%20Act7.pdf
http://www.finance.senate.gov/imo/media/doc/Description%20of%20the%20Chairman's%20Modification%20to%20the%20PATH%20Act7.pdf
mailto:mdkans@wms-jen.com
http://www.pclob.gov/All%20Documents/Report%20on%20the%20Section%20702%20Program/PCLOB-Section-702-Report.pdf
http://www.pclob.gov/All%20Documents/Report%20on%20the%20Section%20702%20Program/PCLOB-Section-702-Report.pdf
http://www.pclob.gov/All%20Documents/Report%20on%20the%20Section%20702%20Program/PCLOB-Section-702-Report.pdf
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abuse.” Nonetheless, PCLOB offered “a series 
of policy recommendations to ensure that the 
program includes adequate and appropriate 
safeguards for privacy and civil liberties.” 
 
PCLOB stated that “[t]he Section 702 program 
is extremely complex, involving multiple 
agencies, collecting multiple types of 
information, for multiple purposes…[and] has 
found that the information the program 
collects has been valuable and effective in 
protecting the nation’s security and producing 
useful foreign intelligence.” PCLOB claimed 
that “[t]he program has operated under a 
statute that was publicly debated, and the text 
of the statute outlines the basic structure of the 
program…[and] [o]peration of the Section 702 
program has been subject to judicial oversight 
and extensive internal supervision, and the 
Board has found no evidence of intentional 
abuse.” PCLOB stated that it “has found that 
certain aspects of the program’s 
implementation raise privacy 
concerns…[which] include the scope of the 
incidental collection of U.S. persons’ 
communications and the use of queries to 
search the information collected under the 
program for the communications of specific 
U.S. persons.” 
 
PCLOB stated it “has identified five key areas 
where operations of the Section 702 program 
could strike a better balance between privacy, 
civil rights, and national security…[which] 
include the manner in which targeting and 
tasking is implemented, the manner in which 
queries using U.S. person identifiers are 
conducted, and the Foreign Intelligence 
Surveillance Court’s (FISC or FISA court) role 
in the certification process.” PCLOB stated 
that “[a]dditional areas for improvement 
include the government’s collection of 
upstream Internet transactions, transparency in 
the operations of the Section 702 program” 

and also made “a recommendation, not limited 
only to Section 702, about evaluation of the 
efficacy of government surveillance programs.”  
 
Franken and Heller Urge Obama To 
Support Stronger NSA Reforms 
 
Key Points: 

 Two Senators urge the Administration to 
support stronger NSA reforms than those 
passed by the House that would better inform 
Americans about surveillance requests and 
activities  

 
On July 1, Senators Al Franken (D-MN) and 
Dean Heller (R-NV) wrote President Barack 
Obama asking that he “support stronger 
transparency provisions” in legislation to 
reform the surveillance practices of the 
National Security Agency (NSA). Specifically, 
in their letter, they called upon Obama to 
support provisions from the “Surveillance 
Transparency Act” (S. 1452,) which they 
introduced last year, when the Senate takes up 
the “USA FREEDOM Act” (H.R. 3361.) 
Franken and Heller stated that they “support 
your decision to end bulk collection of 
Americans’ phone call records, along with 
prohibiting bulk collection under several other 
authorities…[b]ut we fear that unless stronger 
transparency provisions are included in the 
“USA FREEDOM Act,” the American public 
will have no way to know if the government is 
following through on that decision.  
 
Franken and Heller claimed that S. 1452 
“provides a blueprint for transparency by 
requiring the American government to release 
annual estimates of how many people had their 
information collected under each surveillance 
law, how many of those people were likely 
Americans, and how many of those Americans 
had their information actually reviewed by 
government officials.” They stated that “[o]ur 

http://www.williamsandjensen.com/
http://www.franken.senate.gov/files/letter/140701FrankenHellerLetter.pdf
https://beta.congress.gov/bill/113th-congress/senate-bill/1452
https://beta.congress.gov/bill/113th-congress/house-bill/3361?q=%7B%22search%22%3A%5B%22hr+3361%22%5D%7D
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legislation also permits companies who 
received requests for information about their 
customers to release important information 
about those requests, including estimates of 
how many of their customers were affected by 
them.” Franken and Heller noted that “[w]hen 
introduced, both the House and Senate 
versions of the “USA FREEDOM Act” 
contained provisions that mirrored the above-
referenced language in our bill; we will continue 
to work with the Senate sponsors to ensure 
their inclusion in any compromise bill.” 
 
Franken and Heller stated that “[u]nfortunately, 
by the time the House of Representatives voted 
on the USA FREEDOM Act,” most of these 
transparency provisions were removed from 
the bill…[and] [t]he House-passed bill does not 
require the American government to tell the 
American people how many of them have had 
their information collected - or how many have 
had their information reviewed.” They asserted 
that “[i]t requires only that the government 
disclose the number of ‘targets’ affected by 
surveillance orders…[and] [t]his language will 
almost certainly undercount the number of 
people affected by NSA surveillance: as 
Congress has seen with NSA’s telephone 
records program, the search for the call records 
of a single ‘target’ individual can involve the 
collection of the calling records of tens of 
thousands of people.” 
 
Upcoming Hearings and Events 
 
TBD 
Foreign Intelligence Surveillance Act: The 
Senate Judiciary Committee will hold a hearing 
to discuss the Foreign Intelligence Surveillance 
Act. 
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201.  
 

This Week in Congress was written by Laura 
Simmons.  

http://www.williamsandjensen.com/
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