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TAXES 
 
Senate Finance Committee Tax Reform 
Working Groups’ Reports Released 
 
Key Point: 
 Reports include few specific suggestions for how 

to achieve tax reform; most detail offered in 
international area. 

 
The Senate Finance Committee released 
reports from its five tax reform working groups 
on Wednesday. The groups focused their 
reports on reform to: 
 individual income tax;  
 business income tax;  
 savings and investments;  
 international tax; and  
 community development and 

infrastructure.  
 
International Tax Reform - While the reports 
offered some policy options and 
recommendations for  the Committee to  
 

 
 
consider as part of comprehensive tax reform, 
they were sparse overall on concrete paths with 
the exception of the working group on 
international tax. The International Tax 
Working Group co-chairs (Senators Rob 
Portman (R-OH) and Chuck Schumer (D-NY)) 
offered an international tax system with an 
exemption regime although the outline did not 
include details such as tax rates and the design 
of specific proposals. The hybrid territorial 
system would include a patent box proposal, 
with thin cap and earnings stripping limits and 
base erosion provisions.  Deemed repatriation 

This Week in Congress 
 
House – The House passed the “21st Century Cures Act” (H.R. 6) by a vote of 344 – 
77; and the “Resilient Federal Forests Act of 2015” (H.R. 2647).  
 
Senate – The Senate began consideration of the “Every Child Achieves Act” (S.1177). 

 
Next Week in Congress 

House – The House is expected to consider the “Western Water and American Food 
Security Act of 2015” (H.R. 2898).  

 
Senate – The Senate is expected to resume consideration of the “Every Child 
Achieves Act” (S.1177). 
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of previously earned foreign earnings was 
proposed as a potential option to provide 
revenues for a Highway Bill extension (and was 
offered in the Community Development and 
Infrastructure report as well). 
 
A summary of the recommendations from the 
International Working group discusses ending 
the lock-out effect, patent box regimes, base 
erosion provisions, potential interest expense 
limitations and deemed repatriation. 
 
The co-chairs’ report also discusses and 
indicates further work on CFC look-through 
rules, the active financing exception from 
Subpart F, Foreign Investment in Real Property 
Tax Act (FIRPTA) relief, changes to foreign 
affiliate reinsurance and how activities in the 
U.S. territories should be taxed in a new 
international regime.   
  
Community Development and Infrastructure - As 
noted above, the infrastructure working group 
said that deemed repatriation in the context of 
tax reform “could play a very important role to 
achieving a bipartisan solution to fix America’s 
roads and bridges, while also overhauling our 
broken tax code.” The group highlighted a 

vehicle miles traveled tax as a long-term option 
for highway funding. The report also 
recommended “guiding principles” for tax 
reform initiatives for energy, including: provide 
stability to developing industries, by providing 
certainty to select temporary tax provisions; 
consolidate and simplify the energy-related tax 
expenditures; make such tax expenditures fairer 
and more efficient; encourage energy 
independence through a comprehensive 
approach; and carefully consider whether and 
how to address any positive or negative 
externalities. 
 
Savings and Investment – Recommendations from 
the working group in Savings and Investment 
include: open multiple employer plans; start-up 
and matching credits for small businesses that 
offer retirement plans; “auto-enrollment;” 
savings match; improvements to S-ESOP 
plans; excluding annuity payments; and 
portability of lifetime income. 
 
Next Steps - The House and Senate may further 
explore the international proposals in the fall, if 
they get a four or five month extension on the 
Highway Bill, because of the need for revenues 
that the mandatory repatriation could 
potentially offer in reform.  However, the path 
forward if any for the other working group 
proposals remains even less clear in the short 
term. 
 
Senate Expects to Address Highway 
Funding Next Week or Two 
 
Key Point: 
 The Senate may consider the transportation 

funding bill as soon as next week, but the 
length of the extension remains unclear. 

 
With the Highway Trust Fund (HTF) set to 
expire at the end of July, Senate Majority 
Leader Mitch McConnell (R-KY) said that the 

Upcoming Dates 
June 30, 2015: Export-Import Bank 
authorization expired 
 
July 31, 2015: Highway Trust Fund 
patch and MAP-21 extension expires 
 
September 30, 2015: FAA 
reauthorization expires and FY 2015 
ends 
 
September-October 2015: CBO 
projects that the Department of the 
Treasury will have exhausted its 
extraordinary measures 
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Senate is likely to consider a transportation 
extension as soon as next week. He stated that 
the extension will not be offset by raising the 
gas tax, and expressed doubt that “the 
possibility of some kind of tax reform” will be 
part of the extension. However, he did not 
offer any insight on how long the extension 
will be or how it will be paid for.  
 
Senate Minority Leader Harry Reid (D-NV) 
and seven other Democrats sent a letter to 
Majority Leader McConnell seeking details on 
his plan for the HTF reauthorization. The letter 
contends that the only presented option to 
fund an extension is outlined in the 
international tax working group report that 
proposes shifting the international tax code to a 
territorial system and using the revenue of a 
mandatory repatriation to pay for highway 
investment. Leader McConnell expressed 
skepticism that the plan is a viable option at 
this time. As a practical matter, that 
international tax reform approach would not be 
ready by the end of July, and so would require 
an extension until the end of 2015 to pursue 
and determine if it was viable. 
 
Republican Senators support extending the 
HTF until after the 2016 election, with Senate 
Finance Committee Chairman Orrin Hatch (R-
UT) stating “multiyear is what would make me 
happy.” Republican Whip John Cornyn (R-TX) 
said that the extension should be “as long as 
possible, six years would be perfect,” calling 
short-term extensions “embarrassing.”  
 
House Republicans are pushing for a short 
term patch through the end of 2015 to allow 
time to pass a six-year highway funding bill in 
2015. Ways and Means Chairman Paul Ryan 
(R-WI) indicated House Republicans will reject 
a plan from the Senate that would extend 
funding only past the 2016 election.   
 

Senate Finance Committee Likely to 
Consider Tax Extenders in Next Two 
Weeks 
 
Key Point: 
 The Finance Committee may consider a bill to 

extend expired tax credits and deductions in 
the coming couple weeks. 

 
Senate Finance Committee Chairman Orrin 
Hatch (R-UT) said the Committee will take up 
tax extenders in July, which include the 
research & development credit, bonus 
depreciation, and energy efficiency credits.   If 
the Committee is to move on extenders next 
week the expected scenario would be a two-
year extension, similar to the 2014 Expire Act. 
Chairman Hatch has not provided any specifics 
of the plan, however has previously indicated 
he would prefer to avoid a repeat of 2014 when 
extenders were retroactively renewed.  
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Laura 
Simmons contributed to this report.     
 
 
FINANCIAL SERVICES 
 
Senate Banking Committee Holds Hearing 
on the Role of the Financial Stability Board 
 
Key Point: 
 Chairman Richard Shelby (R-AL) raised 

concern with the influence of the Financial 
Stability Board over the Financial Stability 
Oversight Council. 

 
On July 8, the Senate Banking Committee held 
a hearing entitled “The Role of the Financial 
Stability Board in the U.S. Regulatory 
Framework.” Chairman Richard Shelby (R-AL) 
in a statement expressed concern that Financial 
Stability Board (FSB) designations have 
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become a substitute for the judgment of U.S. 
regulators. The FSB is an international body 
established in 2009 that makes 
recommendations about the global financial 
system. Chairman Shelby noted that the 
Financial Stability Oversight Council (FSOC) 
has yet to deviate from the FSB on a 
systemically important financial institution 
(SIFI) designation, and he emphasized that the 
FSB should not be used to avoid the U.S. 
rulemaking process. He also pointed to a lack 
of transparency regarding the FSB designation 
process.  
 
Chairman Richard Shelby (R-AL) asked 
witnesses about their main concerns with the 
work, transparency and accountability of the 
FSB. Dirk Kempthorne (President and CEO of 
the American Council of Life Insurers) said 
FSB should have much greater exposure to the 
insurance industry because it lacks expertise in 
this area. He raised concerns with the close 
connection between FSB actions and FSOC 
actions, observing that the three insurers 
designated as SIFIs by FSOC were first 
designated as global systemically important 
insurers (G-SIIs) by FSB. He urged the FSB 
and FSOC to take an activities-based approach 
to insurance. Peter Wallison (American 
Enterprise Institute) said it would be a “major 
mistake” for the FSB to regulate the “shadow 
banking system”, adding that the capital 
markets should not be subject to prudential 
regulation. Paul Schott Stevens (President and 
CEO of the Investment Company Institute) 
raised concerns with the lack of transparency at 
the FSB, including the fact that comment 
letters to the FSB are not made public. Eugene 
Scalia (Partner at Gibson, Dunn & Crutcher) 
expressed concern that the FSB’s leadership is 
unbalanced and lacks insurance expertise. Dr. 
Adam Posen, President of the Peterson 
Institute for International Economics, said 
FSB’s decisions are too bank-centric and that 

the FSB has been too focused on individual 
designations.  
 
Ranking Member Sherrod Brown (D-OH) in a 
statement stated that another crisis will happen, 
and he emphasized the importance of global 
regulatory cooperation and international 
standards so risks do not accumulate. He noted 
that the IMF assessment of the U.S. indicated 
that there are still issues with “shadow 
banking” that need to be addressed. Senator 
Robert Menendez (D-NJ) stressed the 
importance of international regulatory 
coordination and harmonization. He stated that 
while there are concerns with particular FSB 
decisions, the agency should not be eliminated 
as a result. Senator Menendez also asked how 
to improve the FSB processes regarding asset 
managers. Stevens explained that the FSB 
leadership is made up almost entirely of central 
bankers, so he recommended reconstituting the 
FSB to include members with greater expertise 
on insurance and asset management issues and 
regulation. He noted that the IOSCO chairman 
said the FSB is going in the wrong direction on 
asset management. 
 
Senator Elizabeth Warren (D-MA) stressed the 
need for international regulatory coordination. 
She said the FSB’s decisions are not legally 
binding on the U.S., but can influence U.S. 
policy. She asked if FSB has a process to allow 
firms to reverse their designation by changing 
their business activities. Kempthorne said he 
was not aware of any such process or an “off-
ramp.” He suggested that it would be helpful if 
the FSB would announce why firms were 
designated and give them an opportunity to 
make changes before a designation goes into 
effect. Paul Schott Stevens said the 
methodology used by FSB for designating 
mutual funds is based purely on size. He also 
expressed support for providing more clarity in 
the designation process.  
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Senator Jeff Merkley (D-OR) asked how U.S. 
representation at the FSB could be improved. 
Stevens said the FSB members are largely 
central bankers and finance ministers. He said 
FSB should be reconstituted to give capital 
markets and insurance regulators a co-equal 
place at the table. Posen said there is a need for 
the U.S. representatives at the FSB to have 
greater knowledge of the insurance industry. 
However, he suggested that the FSB by its 
international nature provides a “certain amount 
of insulation against industry lobby groups” 
noting that it is important to ensure that FSB is 
not “captured” by certain industries.   
 
Senator Mark Kirk (R-IL) said he is considering 
introducing legislation to require notice and 
comment of insurance matters at the FSB, and 
he asked if such procedures should be applied 
to the FSB process. Scalia said it would be 
beneficial to apply notice and comment 
procedures to the FSB, and he added that the 
FSB would benefit from representation from a 
broader set of expertise, particularly regarding 
insurance.  
 
House Panel Holds Hearing on the 
Financial Institution Bankruptcy Act 
Key Point: 
 A House Judiciary Committee subcommittee 

holds a legislative hearing on the Financial 
Institution Bankruptcy Act, which would 
amend title 11 of the United States Code in 
order to facilitate the resolution of an insolvent 
financial institution in bankruptcy.  

 
On July 9, the House Judiciary Committee’s 
Subcommittee on Regulatory Reform, 
Commercial and Antitrust Law held a hearing 
to discuss the Financial Institution Bankruptcy 
Act (H.R. 2947), which would amend title 11 of 
the United States Code in order to facilitate the 
resolution of an insolvent financial institution 
in bankruptcy. 

Chairman Tom Marino (R-PA) noted the 
action on this legislation in the last Congress. 
He stressed the process the Dodd-Frank Act 
(DFA) lays out for liquidation of financial 
firms. He suggested that H.R. 2947 seeks to fill 
a void in the DFA for bankruptcy proceedings 
for financial institutions. He suggested that the 
bill intends to promote stability in the 
marketplace and due process protections for 
bankruptcy proceedings of financial firms, 
including the intent to promote efficiency and 
protect creditors.  
 
Ranking Member Hank Johnson (D-GA) 
highlighted the expedited process of 
bankruptcy proceedings for financial 
institutions in the legislation. He raised 
concerns about a funding mechanism for H.R. 
2947 and expressed hope that the bill could be 
modified to address this issue. While the bill 
does not eliminate Title II of the Dodd-Frank 
Act relating to the orderly liquidation authority 
for financial companies, he expressed concern 
with any attempt to strike it.  
 
Full Committee Chairman Bob Goodlatte (R-
VA) noted that the recent financial crisis 
highlighted problems with the handling of 
financial institutions in distress. He emphasized 
the efficiency and speed promoted by H.R. 
2947, as it enhances the ability of courts to deal 
with financial institutions in bankruptcy.  
 
Full Committee Ranking Member John 
Conyers (D-MI) expressed support for the 
H.R. 2947, noting that current bankruptcy law 
is “ill-equipped” to handle distressed financial 
institutions. He added that bankruptcy under 
this bill would be a “first-resort” and Title II of 
the DFA would be a “last resort” for 
addressing failed institutions. He noted the 
cooperative nature in crafting H.R. 2947, but 
expressed concern with a provision for the U.S. 
government to be a “lender of last resort”.  

http://www.williamsandjensen.com/
http://judiciary.house.gov/index.cfm/hearings?ID=B0E6DEBA-337B-41FD-B226-A253DB18CC81
https://www.congress.gov/bill/114th-congress/house-bill/2947?q=%7B%22search%22%3A%5B%22%5C%22hr2947%5C%22%22%5D%7D


Williams & Jensen – Washington Update July 10, 2015 
   

  
 

 
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 6 of 20 

House Financial Services Panel Looks at 
BHC SIFI Designations  
Key Points:  
 The House Financial Services Committee’s 

Subcommittee on Financial Institutions and 
Consumer Credit held a hearing on the 
designation and regulation of bank holding 
company systemically important financial 
institutions (SIFIs).  

 Subcommittee Chairman Randy Neugebauer 
(R-TX) suggested that an asset size only 
calculation can mischaracterize the risk of the 
institution. 

 
On July 8, the House Financial Services 
Committee’s Financial Institutions and 
Consumer Credit Subcommittee held a hearing 
entitled “Examining the Designation and 
Regulation of Bank Holding Company 
SIFIs.” Members at the hearing focused on the 
adequacy of the $50 billion asset thresholds for 
systemically important financial institutions 
(SIFI) designations contained in section 165 of 
the Dodd-Frank Act (DFA), tailoring 
regulations to the size or risk profile of an 
institution, the need for regulatory relief for 
small and community banks, and the costs of 
complying with increased regulations.  
Chairman Randy Neugebauer (R-TX) stated 
over the last several years there has been 
bipartisan and bicameral interest in revisiting 
the Dodd-Frank Act (DFA) thresholds for 
systemically important financial institution 
(SIFI) designations. He suggested DFA section 
165 does not take into account the “special 
nature” of bank holding companies (BCHs).  
Ranking Member William Lacy Clay (D-MO) 
asked for another hearing on this issue. He 
stated the financial crisis was due in “no small 
part” because of the failure of regulators to 
properly use their powers and tools to limit 
risk.   
 

Chairman Neugebauer (R-TX) noted the Basel 
Committee on Banking Supervision metrics for 
measuring risk and asked why the DFA “asset 
size only” calculation for banks can 
“mischaracterize” risk.  James Barth (Auburn 
University) stated “size only” is the wrong way 
to measure risk, as it is an “arbitrary and static” 
metric. He noted there are 5 factors for global 
systemically important banks (G-SIB).  Simon 
Johnson (MIT) stated the discussion should be 
shifted away from consolidated assets. He 
stated most banks, except Zion and 
Huntington, are above a total risk exposure of 
1 percent GDP. Representative Mick Mulvaney 
(R-SC) asked whether there is evidence that 
$50 billion threshold is the right number. 
Johnson stated total risk exposure should be 
examined. Barth noted a study by a New York 
University business professor calculating 
systemic risk, suggesting for regional banks 
their scores are very low. He stated the 
evidence indicates there is no basis for using 
just size or the $50 billion threshold. 
 
Representative Robert Pittenger (R-NC) asked 
for recommendations to reform the SIFI 
process. Harris Simmons (Zions 
Bancorporation) stated fundamental stress 
testing is a major element useful in risk 
management but is only a single tool. He noted 
it has become a central focus but has reached a 
point of “diminishing returns.” Barth stated the 
SIFI designation process has been beneficial; 
however, it misleads people about the actual 
risk of the institution. Barth suggested the need 
to look beyond size.  
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House Financial Services Looks at the 
Dodd-Frank Act Five Years Later 
 
Key Point: 
 The House Financial Services looked at 

whether the Dodd-Frank Act has resulted in 
more financial stability five years after its 
passage.  

 
On March 24, the House Financial Services 
Committee held a hearing entitled “The Dodd-
Frank Act Five Years Later: Are We More 
Stable?” This was the first of three hearings the 
committee will hold to examine the Dodd-
Frank Act (DFA), which was enacted five years 
ago. The hearing focused on whether the 
financial system is more stable following 
passage of the Dodd-Frank Act (DFA), 
including the impacts of the Volcker Rule on 
fixed income liquidity, the systemically 
important financial institution (SIFI) 
designation of asset managers and insurance 
companies, and whether regulatory reform is 
needed. Chairman Jeb Hensarling (R-TX) in a 
statement suggested that the DFA has done 
more harm than good. He concluded that the 
“financial system may very well be less stable 
under Dodd-Frank.” Ranking Member Maxine 
Waters (D-CA) in a statement suggested it is 
important to remember the 2008 financial crisis 
was the result of deliberate choices of Wall 
Street. She suggested too much time has been 
spent by Congress “re-litigating” the causes of 
the financial crisis and attempting to weaken 
the regulatory apparatus.  
 
Many topics were discussed in the hearing. 
Some highlights include: 
 Volcker Rule: Chairman Hensarling 

(R-TX) noted the reduction in liquidity 
in the bond market. He noted the Bank 
of England has stated the Volcker Rule 
could reduce financial resilience.  Paul 
Atkins (Patomak Global Partners) 

stated because of the regulatory 
apparatus and uncertainty of the 
Volcker Rule, banks have tended to 
back away from any proprietary trading.  

 Asset Management: Chairman 
Hensarling (R-TX) noted the potential 
for asset fund managers to be 
designated as SIFIs under the DFA, 
suggesting this could impact risk 
management or liquidity in the 
marketplace. Atkins expressed great 
concern with the possibility of 
prudential regulation of the capital 
markets, which are innovative and 
competitive. He suggested that if the 
Federal Reserve and the FSOC have 
prudential authority over the capital 
markets there will be less trading. 

 CFPB: Representative Randy 
Neugebauer (R-TX) noted his bill the 
“Financial Product Safety Commission 
Act of 2015” (H.R. 1266) which would 
create a five-person commission at the 
CFPB. Todd Zywicki (George Mason 
University School of Law) stated he 
would “strongly endorse” that bill as 
there are “defects” in the structure of 
the CFPB. He suggested a structure like 
the Federal Trade Commission (FTC) is 
what is needed. Mark Calabria (Cato 
Institute) noted the original proposal 
was a five-person commission.  

 Insurance: Representative Pittenger 
(R-NC) stated insurance companies are 
under extensive supervision by the 
states and he asked why FSOC has 
moved forward with designation of 
insurance companies. Calabria stated 
there has always been a view by 
Treasury to remove state regulation of 
insurance.  

 Liquidity Coverage Ratio/ HQLA: 
Representative Luke Messer (R-IN) 
noted that municipal bonds are not 
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considered high quality liquid assets 
(HQLA) under the Liquidity Coverage 
Ratio (LCR) rule. He noted he has co-
authored legislation with Representative 
Maloney (D-NY) (H.R. 2209) to direct 
the regulators to classify investment 
grade municipal securities as HQLA.  

 
Upcoming Events 
 
July 13 
Fixed Income: Representative Randy 
Neugebauer (R-TX), Chairman of the House 
Financial Services Committee’s Subcommittee 
on Financial Institutions and Consumer Credit, 
will host a roundtable to discuss how liquidity 
in the fixed income market “is affected by 
various regulatory impediments.” The 
scheduled panelists for the roundtable include: 
The Honorable Daniel Gallagher, 
Commissioner, U.S. Securities and Exchange 
Commission; The Honorable Sharon Bowen, 
Commissioner, U.S. Commodity Futures 
Trading Commission; Dr. Nellie Liang, 
Director, Office of Financial Stability Policy 
and Research, Federal Reserve Board; Ms. 
Sandie O’Connor, Chief Regulatory Affairs 
Officer, J.P. Morgan Chase & Co.; Ms. 
Kathleen Yoh, Deputy Treasurer of Funding, 
GE Capital; Mr. Kashif Riaz, Managing 
Director of Trading & Liquidity Strategies, 
BlackRock, Inc.; Mr. Dan Leland, Executive 
Vice President, Southwest Securities, Inc.; and 
Dr. Larry Harris, Fred V. Keenan Chair in 
Finance, Marshall School of Business, 
University of Southern California. 
 
July 14 
Federal Reserve Oversight: The House 
Financial Services Committee’s Subcommittee 
on Oversight and Investigations will hold a 
hearing entitled “Fed Oversight: Lack of 
Transparency and Accountability.” Witnesses 
testifying at the hearing will include: Dr. Mark 

Calabria, Director of Financial Regulation 
Studies, Cato Institute; Dr. Paul Kupiec, 
Resident Scholar, American Enterprise 
Institute; The Honorable Alice M. Rivlin, 
Senior Fellow, Economic Studies, Brookings 
Institution; and Dr. John Taylor, Professor of 
Economics, Stanford University. 
 
July 15 
Federal Reserve Semi-Annual Monetary 
Policy Report: The House Financial Services 
Committee will hold a hearing on the Federal 
Reserve’s semi-annual Monetary Policy Report 
to Congress. The Honorable Janet Yellen, 
Chair of the Board of Governors of the Federal 
Reserve System, will testify. 
 
Made Available to Trade Determination: 
The Commodity Futures Trading 
Commission’s (CFTC) Division of Market 
Oversight will hold a public roundtable to 
discuss the trade execution requirement and the 
process of Made Available to Trade (MAT) 
determinations. The roundtable will consist of 
three panels: (1) approaches to mandatory 
exchange trading in various jurisdictions; (2) 
academic perspectives on, and data-based 
assessment of, MAT; and (3) industry analysis 
of the MAT process. 
 
CFPB Semi-Annual Report: The Senate 
Banking Committee will hold a hearing entitled, 
“The Consumer Financial Protection Bureau’s 
[CFPB] Semi-Annual Report to Congress”. 
CFPB Director Richard Cordray will testify at 
the hearing. 
 
Advisory Committee on Small and 
Emerging Companies: The SEC’s Advisory 
Committee on Small and Emerging Companies 
will hold a public meeting by telephone 
conference. The Advisory Committee will 
continue its June 3 discussions regarding public 
company disclosure effectiveness and the 
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regulatory treatment of “finders” that assist 
companies in capital raising activities.   
 
July 16 
Investor Advisory Committee: The SEC’s 
Investor Advisory Committee will meet to 
discuss: background checks as a means to 
address elder financial abuse; a discussion of 
the Department of Labor’s fiduciary rule 
proposal; a shareholder rights update panel; 
and an investment management panel 
discussion on the disclosure of fees and risks in 
fund products.  
 
Federal Reserve Semi-Annual Monetary 
Policy Report: The Senate Banking 
Committee will hold a hearing on the Federal 
Reserve’s Semi-Annual Monetary Policy Report 
to Congress. The Honorable Janet Yellen, 
Chair of the Board of Governors of the Federal 
Reserve System, will testify. 
 
July 17  
Federal Reserve: Federal Reserve Vice 
Chairman Stanley Fischer will speak at the U.S. 
Chamber of Commerce’s Center for Capital 
Markets Competitiveness regarding the Federal 
Reserve’s “near term and long term priorities 
and challenges.” 
 
July 28 
Dodd-Frank Act: The House Financial 
Services Committee will hold a hearing entitled 
“Dodd-Frank Five Years Later:  Are We More 
Prosperous?” 
 
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 
 
Hearing Examines Bill to End Oil Export 
Ban 
 
Key Points: 
 The House Energy and Commerce 

Committee’s Energy and Power Subcommittee 
held a hearing on legislation to repeal the crude 
oil export ban.  

 The hearing on Congressman Joe Barton’s (R-
TX) bill followed previous hearings that 
examined the general topic of the statutory ban 
on crude oil exports.   

 
On July 9, the House Energy and Commerce 
Committee’s Subcommittee on Energy and 
Power held a hearing titled “H.R. 702, 
Legislation to Prohibit Restrictions on the 
Export of Crude Oil”. Representative Joe 
Barton (R-TX) introduced H.R. 702, which 
would repeal the Energy Policy and 
Conservation Act prohibition on crude oil 
exports. The bill currently has 89 cosponsors, 
including 9 Democrats.      
 
Discussion focused on the economic impacts 
of lifting the crude oil export ban. The 
Subcommittee heard testimony from: Peter 
Gandalovic, Ambassador to the United States, 
Czech Republic; Mark Kreinbihl, Group 
President, The Gorman-Rupp Company; Kirk 
Lippold, President, Lippold Strategies; and W. 
David Montgomery, Senior Vice President, 
NERA Economic Consulting.    
 
Chairman Ed Whitfield (R-KY) remarked in his 
opening statement that most American 
industries enjoy the advantages of a global 
customer base, but oil remains an exception 
due to the export ban. He noted the U.S. has 
become the world’s number one producer of 
liquid hydrocarbons and domestic supply is 
now outstripping demand. He asserted allowing 
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American companies to serve this global 
market would provide substantial economic as 
well as geopolitical benefits.  
 
Whitfield stated increased production has 
driven job growth in the oil and gas industry 
and many supporting industries, expressing 
concern that many of these jobs have been lost 
as domestic supplies have exceeded demand 
and production has been cut back. He asserted 
lifting the export restrictions could create 
nearly a million additional jobs. Whitfield also 
said there is a broad pro-export consensus 
across the political spectrum. He stated U.S. 
allies have made it clear that they would rather 
get their oil from America than from unfriendly 
and unreliable suppliers. He contended that 
“every barrel of U.S. oil on the world market is 
one less barrel that can be sold by oil-rich states 
like Russia and OPEC members.”  
 
Ranking Member Bobby Rush (D-IL) said as 
the U.S. enters into a new energy era it is 
appropriate for the Subcommittee to revisit the 
Energy Policy and Conservation Act of 1975. 
He stated the policy may be outdated, as 
conditions have changed dramatically in the 
energy sector. He indicated he is approaching 
the issue of crude oil exports with an open 
mind and suggested “there are a variety of ways 
this issue could be structured”. Rush expressed 
interest in hearing about the questions of lifting 
the ban entirely or with conditions to protect 
consumers against unforeseen consequences. 
He said another option to consider is exporting 
crude oil regionally to targeted areas in order to 
maximize American diplomacy and leverage. 
He noted he is currently working on a bill that 
would remove limitations on the export of 
energy resources to Cuba. Rush expressed 
interest in how lifting the ban would impact the 
U.S. economy, including manufacturing 
employment, gasoline prices, and imports.          
 

In his opening statement, Full Committee 
Chairman Fred Upton declared that America’s 
energy picture has changed dramatically since 
the 1970s when Congress enacted the oil 
export ban. He suggested that few in the 1970s 
could have imagined a domestic oil glut that 
jeopardizes new drilling and the jobs that go 
with it. Upton stressed the need to “get this 
policy right” and avoid taking actions that may 
have unintended negative consequences. He 
said the question of what to do with resource 
abundance is a good problem to have and 
expressed interest in working on the issue.  
 
House Agriculture Committee Reviews 
Impacts of Oil Exports on Rural America 
 
Key Point: 
 On Tuesday, the House Agriculture 

Committee held its own hearing on crude oil 
exports.   

 The hearing focused on the potential economic 
impact of lifting the ban on rural areas. It also 
featured discussion of the commodity market 
implications of allowing exports.    

 
On July 8, 2015 the House Agriculture 
Committee held a hearing entitled “Energy and 
the Rural Economy: the Economic Impact of 
Exporting Crude Oil.” The hearing featured 
fairly broad support for reforming current 
policy which bans most exports of crude oil 
from the U.S. Witnesses at the hearing 
included: Texas Railroad Commission 
Chairman David Porter; Harold Hamm, 
Founder, Chairman and Chief Executive 
Officer, Continental Energy; Terrence Duffy, 
Executive Chairman and President, CME 
Group; and Frank Rusco, Director for Natural 
Resources and Environment, U.S. Government 
Accountability Office (GAO). 
 
Chairman Michael Conaway (R-TX) stated the 
ban on crude oil exports was a 1970s effort to 
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protect the U.S. economy, but over the last 
forty years it has had the opposite result. He 
said the ban is disrupting global energy 
markets, reducing domestic employment, and 
slowing economic growth throughout the U.S. 
He asserted the same logic that applies to 
exports of agricultural products applies to 
crude oil. He noted the majority of oil 
development takes place in rural communities 
and when development slows these 
communities suffer. Conaway said rural 
communities benefit from lease payments, 
increased disposable income, and increased 
government revenue as a result of oil and gas 
production. He noted the agricultural industry 
spends nearly 18 percent of operating costs on 
energy inputs, and contended lifting the export 
ban will lower and stabilize fuel costs. He 
explained that his bill, the “Energy Supply and 
Distribution Act of 2015” (H.R. 2369), would 
lift the oil export ban.     
 
Ranking Member Collin Peterson (D-MN) 
declared, “I support removing restrictions on 
the export of crude oil from the U.S.”, noting 
he is a cosponsor of H.R. 702, which would 
repeal the export ban. He said current export 
laws are outdated and the market for crude oil 
is global. He said domestic oil production has 
increased significantly since the ban was 
enacted and studies show lifting the ban would 
create many jobs in rural areas.      
 
In his testimony, Frank Rusco, Director for 
Natural Resources and Environment, GAO, 
explained that a September, 2014 GAO report 
found that allowing crude oil exports from the 
U.S. could reduce consumer fuel prices, 
enhance energy security, and improve the U.S. 
balance of payments. He noted some U.S. 
crude oils are suffering a price penalty and said 
lifting the ban would stimulate crude oil 
production in the U.S. He explained that 
allowing crude oil exports would reduce 

consumer fuel prices by putting downward 
pressure on Brent crude, the largest component 
of transportation fuels. He said lifting the ban 
would allow excess barrels of lighter crude oil 
to be exported at global prices and remove the 
mismatch between domestic production and 
refining capacity. He explained that the 
majority of shale oil and gas production is in 
rural areas, bringing oil and gas and supply 
chain jobs to these regions. He noted that 
when Congress removed the restrictions on the 
export of Alaskan North Slope crude oil it 
spurred additional production and did not 
impact consumer fuel prices.  
 
Pipeline Safety Agency Issues Proposed 
Rule on Operator Qualifications, Incident 
Notification and Other Issues 
 
Key Point: 
 The federal pipeline safety regulatory agency 

published a proposed rule covering a range of 
issues, including: operator qualifications; 
required notifications following a pipeline spill 
or incident; and cost recovery for review of new 
proposed pipelines.  

 
On July 10, the Pipeline and Hazardous 
Materials Safety Administration (PHMSA) 
published in the Federal Register, a Notice of 
Proposed Rulemaking that would: establish 
new requirements for certain pipeline employee 
qualifications; require that pipelines notify the 
National Response Center “as soon as 
practicable” following “confirmed discovery” 
of a covered incident; establish a process for 
recovering costs for safety review of new 
projects that cost more than $2.5 billion or 
employ new technologies; require notification 
to PHMSA of pipeline flow reversals and 
changes to the type of product transported; 
incorporate by reference industry standards on 
inline inspections and stress corrosion cracking; 
and implement other changes to pipeline safety 
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regulations. Comments are due on August 8, 
2015. 
 
This is the first of a series of substantial 
proposed rules that PHMSA is developing. The 
agency is also working on a liquid pipeline 
safety rule, based on Advanced Notice of 
Proposed Rulemaking (ANPRM) on “Pipeline 
Safety: Safety of On-Shore Hazardous Liquid 
Pipelines”. The range of issues addressed in 
this NPRM could include: the definition of 
high consequence areas; leak detection; repair 
criteria for pipelines in high-consequence and 
non-high-consequence areas; stress corrosion 
cracking; the ability of pipelines to 
accommodate inline inspection tools; and 
gathering lines. A parallel rule would address 
natural gas pipeline safety issues. On August 
25, 2011, PHMSA issued an ANPRM on 
“Pipeline Safety: Safety of Gas Transmission 
Pipelines”. This rulemaking effort is also 
expected to cover a range of issues, including: 
integrity management requirements; expansion 
of high consequence areas; modification of 
repair criteria; new requirements for valve 
spacing and remote/automatic shut-off valves; 
underground gas storage; and regulation of gas 
gathering lines. 
 
Upcoming Hearings and Events 
 
July 14 
Pipeline Safety: The House Energy and 
Commerce Committee’s Energy and Power 
Subcommittee will hold a hearing titled 
“Oversight of Pipeline Safety, Regulatory 
Certainty, and Job Creation Act of 2011 and 
Related Issues”. As described by the Energy 
and Commerce Committee in the hearing 
announcement: “The hearing will examine how 
the Pipeline and Hazardous Materials Safety 
Administration (PHMSA) has progressed, or 
not, in implementing reforms established under 
the Pipeline Safety Act of 2011. The Pipeline 

Safety, Regulatory Certainty, and Job Creation 
Act of 2011, which the Energy and Commerce 
Committee helped write, included 42 
congressional mandates of PHMSA, 17 of 
which remain incomplete well beyond the 
specified deadlines. While PHMSA has fulfilled 
many of these mandates, failure to implement 
all of the reforms on time raises questions 
about the integrity of PHMSA’s oversight of 
pipeline safety, especially in the wake of the 
May 19, 2015, crude oil spill along the Gaviota 
Coast in California.” 
 
Islanded Energy Systems: The Senate 
Energy and Natural Resources Committee will 
hold a hearing “on islanded energy systems: 
energy and infrastructure challenges and 
opportunities in Alaska, Hawaii and the U.S. 
Territories.” 
 
July 16 
Public Lands Bills: The Senate Energy and 
Natural Resources Committee’s Subcommittee 
on Public Lands, Forests and Mining will hold 
a hearing on public lands legislation.   
 
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 available during the week on twitter. 
 
 
DEFENSE 
 
Senate Action on National Defense 
Authorization Act 
 
On July 9th, The Senate and House agreed to go 
to conference on the “National Defense 
Authorization Act” (H.R. 1735). Senator Reed 
(D-RI) made a motion that the final conference 
report fully fund the Department of Defense at 
President Obama’s requested level of $534.3 
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billion in base budget funding and $50.9 billion 
in Overseas Contingency Operations; however 
the motion was defeated by a 44 – 52 vote.  
 
Senate Conferees are: Senators McCain (R-AZ), 
Inhofe (R-OK), Sessions (R-AL), Wicker (R-
MS), Ayotte (R-NH), Fischer (R-NE), Cotton 
(R-AR), Rounds (R-SD), Graham (R-SC), Reed 
(D-RI), Nelson (D-FL), Manchin (D-WV), 
Gillibrand (D-NY), Donnelly (D-IN), Hirono 
(D-HI), and Kaine (D-VA). 
 
President Obama Makes Remarks and 
Senate Panel Holds Hearing on ISIL 
 
On July 6, President Barack Obama was 
briefed at the Department of Defense (DOD) 
on operations and the campaign against the 
Islamic State of Iraq and the Levant (ISIL) and 
then made remarks to the media.  
 
President Obama stated that “our mission to 
degrade and ultimately destroy the terrorist 
group ISIL”. He discussed the “comprehensive 
strategy against ISIL” as including “military, 
intelligence, diplomatic, economic, 
development and perhaps most importantly, 
the power of our values.” Obama noted that 
“[l]ast month, I ordered additional actions in 
support of our strategy… [and] I just met with 
my national security team as part of our regular 
effort to assess our efforts -- what’s working 
and what we can do better.” 
 
The President discussed past and future efforts 
against ISIL, but suggested that “no amount of 
military force will end the terror that is ISIL 
unless it’s matched by a broader effort -- 
political and economic -- that addresses the 
underlying conditions that have allowed ISIL to 
gain traction.”  He expressed continued 
support for “the efforts of Prime Minister 
Abadi to forge an inclusive and effective Iraqi 

government” uniting “Shia, Sunnis, Kurds and 
all minority communities.”  He added that it is 
important to “discredit their ideology” and 
overcome them not only with a military effort 
but “by better ideas” and “a more attractive 
and more compelling vision.”   
 
The following day, the Senate Armed Services 
Committee held a hearing titled “Counter-ISIL 
(Islamic State of Iraq and the Levant) Strategy” 
with testimony from Secretary of Defense 
Ashton Carter and the Chairman of the Joint 
Chiefs of Staff General Martin Dempsey. 
 
Chairman John McCain (R-AZ) said that “[t]he 
risk posed by ISIL must be seen in the context 
of what many of America’s most accomplished 
leaders and foreign-policy experts have 
described as the most complex and uncertain 
international environment since the end of 
World War II.” He stated that “America’s 
interest in security and stability are at risk” 
around the globe, adding that the commonality 
of these threats “is a failure of deterrence 
brought on by a dangerous perception of 
American weakness and lack of resolve, which 
our adversaries have taken as a provocative 
invitation for hostility.” He criticized the 
President’s comments on ISIL as revealing “a 
disturbing degree of self-delusion that 
characterizes the administration’s thinking.” 
 
Ranking Member Jack Reed (D-RI) countered 
that “[t]he American people recognize the 
threat posed by ISIL, but at the same time are 
appropriately wary, after nearly a decade and a 
half of U.S. military involvement overseas, 
about being thrown deeper into a seemingly 
intractable conflict.” He expressed support for 
the President’s “whole-of-government 
strategy” and added that the challenges in Iraq 
“result from two intersecting forces: the rise of 
ISIL and the deterioration of the Iraqi security 
forces and complementary governmental 
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capacities.” He claimed that “one of the key 
lessons from the Iraq war is that no amount of 
U.S. or coalition military assistance or boots on 
the ground will lead to the lasting defeat of 
violent extremism if the underlying political 
causes that allow such extremism to arise and 
thrive are not addressed.”  
 
McCain expressed concern about Carter’s 
reference in his testimony to the DOD having 
only trained “60 fighters” and asked whether 
they are being trained to fight only ISIS and 
not the Assad regime in Syria. Carter 
responded that the trained fighters are to “go 
after ISIL and not the Assad regime,” adding 
that the fighters have “come from areas that 
have been overrun by ISIL and have that 
motivation.” 
 
Reed said he was struck by Carter’s statement 
that the “first and arguably most critical line 
with our efforts is a political one led by the 
State Department” and the “challenges with 
respect to year-to-year Overseas Contingency 
Operations (OCO) funding”. He asked Carter 
if he is “concerned that they might be so 
resource deprived under the Budget Control 
Act that they could not be the primary.” Carter 
appealed “for an overall budget perspective” 
and noted that the agencies need adequate 
resources. 
 
SASC Holds Hearing on Chairman of the 
Joint Chiefs of Staff Nomination  
 
On July 9, Marine Corps Commandant General 
James Dunford Jr. appeared at a Senate Armed 
Services Committee hearing to consider his 
nomination to be the next Chairman of the 
Joint Chiefs of Staff.   
 
Chairman John McCain (R-AZ) remarked on 
the “most diverse and complex array of global 
crises since the end of World War II” 

confronting the military. McCain asserted that 
“[t]he lack of a coherent strategy has resulted in 
the spread of ISIL around the world, to Libya, 
Egypt, Nigeria and even to Afghanistan.” He 
also identified as risks situations in Iran, Russia, 
China, and the Asia-Pacific. 
 
Ranking Member Jack Reed (D-RI) stated that 
the “current chairman of the Joint Chiefs of 
Staff, General [Martin] Dempsey, released the 
2015 National Military Strategy” which “stated 
that the current global security environment is 
the most unpredictable he has seen during his 
military service and that global disorder has 
significantly increased while some of our 
military advantage has begun to erode.” Reed 
stated that it is essential “to provide a 
sufficiently sized, trained and equipped military 
of the necessary quality of character and talent 
to meet national defense requirements”, adding 
that this sometimes means “making hard 
choices” in a “budget-constrained environment 
we find ourselves.” 
 
McCain asked whether it is wise to have a 
“calendar-based withdrawal of American 
troops rather than a condition-based 
withdrawal”. Dunford responded that he would 
“provide advice to the President…that will be 
based on the conditions on the ground.” 
McCain asked whether he believes the U.S. 
should provide Ukraine with counter-battery 
systems and “Javelin or TOW anti-tank missile 
systems”. Dunford responded that it is 
reasonable to “provide that support to the 
Ukrainians… [a]nd frankly, without that kind 
of support, they're not going to be able to 
protect themselves against Russian aggression.” 
 
Reed asked whether Dunford is comfortable 
with the overall approach of the 
Administration’s “anti-ISIL campaign with nine 
lines of effort; two principally controlled by the 
Department of Defense”. Dunford expressed 
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comfort “with the overall approach.” Reed 
asked whether Dunford is supportive of the 
current policy “to support a unified 
government in Baghdad and work with them 
so that they are able to integrate their ethnic 
communities.” Dunford acknowledged the 
difficulty of this but agreed that “the best 
prospect for long-term success is a unified 
multi-sectarian government in Iraq.” 
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201. Laura 
Simmons contributed to the articles. 
 
HEALTH 
 
House Approves 21st Century Cures Act 
 
Key Points: 

• 21st Century Cures Act passes House with 
strong bipartisan vote after 14 months of 
Committee work and bipartisan negotiations 

 
On July 10, the House approved the 21st 
Century Cures Act (H.R. 6) by a bipartisan vote 
of 344-77. The passage of this legislation, 
which was designed to enhance the 
development and delivery of cures, came after 
more than a year of hearings, roundtables, and 
negotiations led by House Energy and 
Commerce Committee Chairman Fred Upton 
(R-MI) and Representative Diana DeGette (D-
CO). The final product won praise from many 
organizations for supporting medical research, 
improving collaboration, and removing barriers 
for getting cures to patients.  
 
Despite being favorably reported out of the 
House Energy and Commerce Committee by a 
51-0 vote in May, concerns about certain 
aspects of the legislation began to grow among 
both parties in recent days. Some Republican 
Members of Congress opposed the bill’s $8.75 
billion in new mandatory funding for medical 

research at the National Institutes of Health 
(NIH). An amendment offered by 
Representatives David Brat (R-VA), Tom 
McClintock (R-CA), Scott Garrett (R-NJ), 
Marlin Stutzman (R-IN), and Scott Perry (R-
PA) would make the “NIH and Cures 
Innovation Fund” a discretionary program. 
Some right center groups embraced this 
amendment, while others argued that NIH 
represents a good investment of taxpayer 
dollars and can help bend the healthcare cost 
curve. The amendment was opposed by 
numerous pro-medical research groups, along 
with several prominent trade associations 
representing drug manufacturers. The 
amendment won support from more than half 
of House Republicans, but was ultimately 
defeated 141-281.  
 
For some Democratic Members, the inclusion 
of “Hyde Amendment” language barring the 
use of federal funds for abortions became an 
issue after it was added to the bill before it 
came to the Floor. Ultimately, a number of the 
Democrats that ended up opposing the 
legislation specifically cited this provision as the 
reason for their vote. An amendment offered 
by Representative Barbara Lee (D-CA) aimed 
to eliminate this provision from the bill but it 
was rejected by a vote of 176-245. 
 
Earlier in the week, the White House issued a 
Statement of Administration Policy (SAP) 
concluding that the Administration “looks 
forward to working with the Congress on 
continuing to improve the bill as it moves 
forward.” The SAP expresses support for 
increased funding for biomedical research and 
innovation, but raised concerns that it does not 
address the impact of sequestration more 
broadly. The SAP also raised issues with using 
the Strategic Petroleum Reserve (SPR) as a 
funding offset, and extending drug exclusivity 
beyond current law. Finally, the Administration 
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expressed concern that H.R. 6 could 
“undermine regulatory standards by allowing 
unproven uses of therapies to be marketed to 
health care payors.”  
 
Focus on cures legislation now shifts to the 
Senate, which has been working to develop its 
own plan to modernize the development and 
delivery of cures. Legislation has yet to be 
introduced, but the Senate Health, Education, 
Labor, and Pensions (HELP) Committee has 
held several hearings on this topic.  
 
Upcoming Hearings and Meetings 
 
July 14 
Medicare Prescription Drug Program: The 
Oversight and Investigations Subcommittee of 
the House Energy and Commerce Committee 
will hold a hearing entitled "Medicare Part D: 
Measures Needed to Strengthen Program 
Integrity." 
 
Disease Research: The Space, Science and 
Competitiveness of the Senate Commerce, 
Science and Transportation Committee will 
hold a hearing titled "Unlocking the Cures for 
America's Most Deadly Diseases." 
 
July 15 
Diabetes Research: The Senate Special Aging 
Committee will hold a hearing titled "Diabetes 
Research: Improving Lives on the Path to a 
Cure." 
 
For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
 
 
 
 
 

TRANSPORTATION AND  
INFRASTRUCTURE  
 
Senate Commerce Committee Releases 
Surface Transportation Reauthorization 
 
Key Points: 
 The Senate Commerce Committee will vote on 

provisions of a surface transportation 
reauthorization bill under its jurisdiction. 

 The bill includes provisions on passenger rail, 
NHTSA, grant reform and consolidation, 
and transparency improvements. 

 
On July 9, the Senate Committee on 
Commerce, Science, and Transportation 
announced it will convene on Wednesday, July 
15 to consider and vote on S. 1732, the 
Comprehensive Transportation and Consumer 
Protection Act of 2015. The legislation 
authorizes the office of the Secretary of 
Transportation for Fiscal Years 2016 through 
2021 and contains reforms to enhance safety, 
streamline grant programs, and improve the 
accountability and efficiency of oversight 
efforts. Following committee approval, S. 1732 
will be combined with the Environment and 
Public Works Committee’s reauthorization bill 
(S. 1647), and reauthorization legislation from 
other Senate committees on the Senate floor. 
 
Chairman John Thune (R-SD) called for 
enacting reforms to the Department of 
Transportation as part of a multi-year plan to 
fund highway and other infrastructure projects. 
He said in light of “management failures” that 
resulted in the Amtrak 188 tragedy, “this is our 
opportunity to address failures and make 
agencies more responsive to commonsense 
public needs and more accountable to 
taxpayers.” 
 
Highlights of the legislation include: 
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 Prohibits designating a single individual 
as a long term agency head without 
formally nominating a qualified 
candidate who is subject to formal 
consideration by the U.S. Senate; 

 Sets goals to improve freight 
transportation networks that serve the 
agriculture, retail, manufacturing, and 
energy sectors; focusing freight 
planning efforts in the Office of the 
Secretary with the Undersecretary for 
Policy to provide multimodal 
coordination; 

 Authorizes the TIGER transportation 
grants program, and refocuses funding 
efforts on freight infrastructure; 

 Improves freight planning efforts to 
ensure that freight planning is 
multimodal and addresses the links 
between highways, railroads, ports, 
airports, and pipelines; 

 Consolidates Federal Motor Carrier 
Safety Administration (FMCSA) state 
trucking enforcement grants to provide 
additional flexibility to states; 

 Increases emphasis on National 
Highway Traffic Safety Administration 
(NHTSA) highway safety grants to 
address each state’s unique highway 
safety challenges; 

 Reforms the Compliance, Safety, 
Accountability (CSA) program to create 
more transparency by ensuring the 
accuracy of information and analysis; 

 Increases oversight of NHTSA to 
improve its flawed defect identification 
and investigation process; 

 Requires that crash avoidance 
information, such as active braking and 
lane-tracking technology, be included 
next to the 5-star information on the 
car sticker for consumers purchasing 
new vehicles; and 

 “Requires the Secretary to review, on a 
case-by-case basis, updated plans with 
enforceable milestones to ensure full 
and successful [Positive Train Control] 
PTC implementation. Sets a new and 
attainable deadline, not later than 2018, 
for most freight and passenger railroads 
to fully install necessary PTC 
equipment on trains, in facilities, and 
along track.” 

 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201. Hanna 
Laver contributed to this section. 
 
TECHNOLOGY 
 
DHS Secretary Johnson Remarks on 
Cybersecurity 
 
Key points: 
 Secretary Johnson outlined steps being taken 

following the OPM data breach. 
 
On July 8, Secretary Jeh Charles Johnson 
delivered remarks entitled “Securing The .Gov” 
at the Center for Strategic and International 
Studies (CSIS). He asserted that cybersecurity is 
a priority for the Administration, but it involves 
striking “a balance between the basic security 
of online information and the ability to 
communicate with, and benefit from, the 
networked world.” He noted that cyber threats 
are increasing in their frequency, scale, 
sophistication, and severity. He discussed the 
recent OPM data breach, in which “a large 
amount of highly personal and sensitive 
information was taken by a very sophisticated 
actor.” While he said there is a leading suspect, 
he declined to publicly identify any individuals 
at this time.  
 
He observed the government’s cybersecurity 
needs improvement, and discussed steps being 
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taken following the data breach. “In response 
to the OPM breach, on June 12 the White 
House announced the establishment of a 
Cybersecurity Sprint Team, comprised of 
OMB, the NSC, DHS and DoD personnel to 
conduct a 30-day review of the Federal 
government’s cybersecurity policies, procedures 
and practices. On a reprioritized basis, we are 
deploying teams to assess the highest value 
systems across the federal civilian government, 
and hunt for and remove adversaries identified 
in the system.” He said the Department of 
Homeland Security’s National Cybersecurity 
and Communications Integration Center 
(NCCIC) has improved its threat information 
sharing.  
 
House Panel Holds Hearing on OPM Data 
Breach  
 
Key Points 
 OPM breach is the most extensive 

cybersecurity failure at a Federal agency. 
 Republicans criticize OPM for a history of 

systemic failures to properly manage its 
information technology (IT) infrastructure, 
which may have led to data breaches. 

 
On July 8, the House Science, Space and 
Technology Committee’s Subcommittees on 
Research and Technology and Oversight held a 
joint hearing entitled “Is the OPM Data Breach 
the Tip of the Iceberg?”  
 
Full Committee Chairman Lamar Smith (R-TX) 
said in a statement that the Office of Personnel 
Management (OPM) breach was the most 
extensive cybersecurity failure occurring at a 
federal agency. He stated that OPM failed to 
meet basic standards of cybersecurity mandated 
by law, and no one was held accountable. He 
stressed the necessity of preventing further 
attacks on cyber systems and said that the 
Committee will continue to support research 

and development essential to promoting 
cybersecurity.  
 
Research and Technology Subcommittee 
Chairwoman Barbara Comstock (R-VA) said 
the response from OPM has not inspired 
confidence. She said that while it has been 
months since OPM discovered the attack, 
federal employees still have unanswered 
questions, including whether credit monitoring 
and identity theft provisions are accurate. She 
stated that every federal agency must prioritize 
cybersecurity, and must develop and utilize 
available technology to thwart ongoing attacks. 
 
Oversight Subcommittee Chairman Barry 
Loudermilk (R-GA) noted a pattern of security 
breaches with government computer systems 
and expressed concern that these breaches 
could harm national security. He referenced a 
Government Accountability Office (GAO) 
report, which showed several agencies had 
critical system weaknesses. He stated that a lack 
of action puts the nation at risk. 
 
Senate Intelligence Committee Holds 
Hearing on Counterterrorism and 
Cybersecurity  
 
Key Points 
 Senate Intelligence Committee examines the 

challenge to law enforcement and national 
security of terrorism networks using encrypted 
messages that the FBI may not be able to 
break. 

 
On July 8, the Senate Select Intelligence 
Committee held a hearing entitled 
“Counterterrorism, Counterintelligence, and 
the Challenges of ‘Going Dark.’”  
 
James Comey, Director, Federal Bureau of 
Investigation testified that complex encryption 
has become the default setting for online 
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communication, and he noted that there has 
been an explosion of applications on the 
Internet that utilize end-to-end encryption. He 
explained that while Al-Qaeda proselytized by 
posting magazines on websites and emailing 
potential operatives, ISIL uses their physical 
safe haven to spread their message on social 
media. He expressed concern that the FBI can 
see ISIL direct their followers to contact 
specific usernames on designated messaging 
applications but cannot break the encryption 
and see the content of their messages.  
 
Vice Chairman Diane Feinstein (D-CA) asked 
if the FBI could quantify how often it is 
blocked from seeing encrypted information 
after obtaining a warrant. Comey replied that 
they could not, and explained that FBI agents 
simply move on when they see that messages 
are fully encrypted.  
 
Senator Roy Blunt (R-MO) asked if allowing 
the government to access encryption would 
prevent people from acquiring technology in 
other countries and use that to communicate. 
Comey explained that the FBI can see the 
recruitment take place on Twitter direct 
messaging but cannot access the 
communication when they move elsewhere. 
Blunt asked if the FBI can combat encrypted 
equipment available internationally. Comey 
explained that if a server is entirely outside of 
the U.S., the FBI has no enforcement powers 
but noted that any activity routed through the 
United States is under the FBI’s jurisdiction, 
even if the communication comes from outside 
of the country. 
 
Senate Panels Examines Cybercrime  
 
Key points: 
 The Senate Crime and Terrorism 

Subcommittee examined how to combat 
cybercrime. 

 The Administration called for updating the 
Computer Fraud and Abuse Act. 
 

On July 8, the Senate Judiciary Committee’s 
Crime and Terrorism Subcommittee held a 
hearing entitled “Cyber Crime: Modernizing 
our Legal Framework for the Information 
Age.” 
 
Chairman Lindsey Graham (R-SC) expressed 
grave concern about cyber threats against 
financial institutions. He noted the current legal 
framework is over twenty years old and needs 
updating. He emphasized sequestration of non-
defense spending has resulted in reduced 
capabilities for the Department of Justice, 
which is responsible for cybercrime. Ranking 
Member Sheldon Whitehouse (D-RI) 
emphasized the seriousness of the cyber threat 
and called for increasing threat information 
sharing. He also called for ensuring the cyber 
laws are up to date. 
 
David Bitkower, Department of Justice, 
Criminal Division Computer Crime and 
Intellectual Property Section, discussed two 
legislative proposals intended to enhance the 
ability to combat cybercrime. He explained the 
Administration seeks to addresses “insider 
threats” by updating the Computer Fraud and 
Abuse Act (CFAA) to prosecute those who are 
authorized to access the data and intentionally 
abuse that access. He said the Administration 
also seeks authority for civil injunctions to be 
used more broadly to combat cybercrime such 
as the use of malicious botnets.  
 
Senate Panel Examines Encryption  
 
Key Point: 
 Chairman Chuck Grassley (R-IA) 

emphasized that the hearing is the beginning of 
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a crucial policy conversation about the balance 
between privacy and public safety. 

 
On July 8, the Senate Judiciary Committee held 
a hearing entitled “Going Dark: Encryption, 
Technology, and the Balance between Public 
Safety and Privacy.”  
 
Chairman Chuck Grassley (R-IA) emphasized 
in a statement the need to balance public safety 
and privacy given that rapidly changing 
technology has altered the ways personal data is 
stored and shared.  He explained that data has 
become a target for hackers, terrorists and 
criminal organizations, citing the online 
recruitment efforts of ISIS. He questioned how 
to balance the need for public safety and 
privacy, stating “right now, there are no easy 
answers.” He acknowledged that companies are 
fearful that sweeping changes to this balance 
could affect both privacy and international 
competition, but stressed the need for a 
conversation to begin. 
 
Sally Quillian Yates, Deputy Attorney General, 
U.S. Department of Justice testified that the 
Fourth Amendment framework balancing 
privacy rights and public safety applies to all 
communications, regardless of technology. 
However, she cautioned that while statutory 
authorities remain in place, law enforcement 
often cannot access encrypted data, as users 
now commonly have sole control over their 
access to data. She added that law enforcement 
cannot access information stored on someone’s 
smartphone (data at rest), and can no longer 
effectuate wiretap orders to intercept 
communications by various criminal entities 
(data in motion). She stressed the need to 
protect privacy and the safety of the Internet, 
but not at the expense of creating warrant-
proof zones on the Internet. She stated that 
such a balance must allow law enforcement to 

carry out court orders to combat national 
security threats. 
 
FBI Director James Comey called encryption 
“a great thing”, but expressed concern that it is 
the default setting for devices from major 
developers. He cautioned that the tools the FBI 
has are becoming increasingly ineffective in the 
face of ever-changing technology. Senator 
Orrin Hatch (R-UT) asked whether hackers 
would be able to use “keys” that allow access to 
encrypted data and whether providing a way 
around encryption exposes consumers. Comey 
said that there would also be risk involved in 
accommodating strong encryption and having 
enforceable court orders. He indicated that 
properly balancing these two needs might well 
be impossible, but stressed that it deserves a 
genuine effort. 
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201. Hanna 
Laver contributed to this section. 
 
This Week in Congress was written by Laura 
Simmons.  
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