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TAXES 
 
House Passes Short-Term Highway Plan, 
Senate Still Working on HTF Legislation 
 
Key Points: 
 The House passed a five-month highway patch 

that offset $8 billion cost with a combination of 
reduced spending and increased tax compliance. 

 The Senate is expected to vote July 21 on 
whether to take up a highway and transit bill, 
and is working to see if a longer term bill is 
viable. 

 
The House overwhelmingly passed short-term 
highway funding legislation to keep the 
program funded through December 18, 2015 
by a vote of 312-119. The bill was introduced 
by Chairman of the Ways & Means Committee 
Paul Ryan (R-WI) and Transportation & 
Infrastructure Chairman Bill Shuster (R-PA), 
and paid for the $8 billion extension with a 
combination of more strictly enforcing tax 
compliance for individuals, expected to raise $5 
billion, and reduced spending.  

 
Specifically, offsets in the House plan:  
 Require lenders to report more 

information on outstanding mortgages, 
including the origination date, the 
amount of outstanding principal, and 
the property’s address. The estimated 
offset raises $1.806 billion.  

 
 Clarify the statute of limitations on 

reassessing certain tax returns by 
affirming the six-year rule also applies 
in cases where any overstatement of 
basis results in a substantial omission of 
income. The estimated offset raises 
$1.206 billion.  

 
 Require estates with positive tax liability 

to report the value of property upon 

This Week in Congress 
House – The House passed the “Highway and Transportation Funding Act of 
2015” (H.R. 3038) and the “Western Water and American Food Security Act of 
2015” (H.R. 2898).  
Senate – The Senate passed the “Every Child Achieves Act” (S.1177). 

 
Next Week in Congress 

House – The House is expected to consider the “Safe and Accurate Food Labeling 
Act of 2015” (H.R. 1599).  
Senate – The Senate will vote on the motion to invoke cloture on the motion to 
proceed to H.R.22, the legislative vehicle for a Highway bill on July 21st.  

 
Updates on Congress are available during the week by following Williams & Jensen’s Twitter 
account.   
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the owner’s death. The estimated offset 
raises $1.542 billion.  

 
 Adjust tax-filing deadlines for 

partnerships, S corporations, and C 
corporations. The estimated offset 
raises $314 million.  

 
 Allow employers to transfer excess 

defined-benefit-plan assets to retiree 
medical accounts and group-term life 
insurance as allowed in MAP-21 
through the end of 2025. The estimated 
offset raises $172 million.  

 
 Equalize taxes on natural-gas fuels by 

uniformly imposing taxes on liquid 
natural gas, liquefied petroleum gas, and 
compressed natural gas on an energy-
equivalent basis. The provision would 
lower taxes on LNG (to 14.1 
cents/gallon) and LPG (to 13.2 cents/ 
gallon). The tax relief estimate raises 
$90 million.  

 
 Extend current budget treatment of 

TSA fees as mandatory savings until 

2024. The provision makes no changes 
to TSA fees themselves, and it does not 
increase costs for passengers, but is 
expected to reduce outlays by 
preventing the fees from being spent 
later. The offset estimate scores as 
saving $3.160 billion. 

 
The Senate is not expected to take up the 
House-passed legislation and is reportedly 
working and may be close to finalizing a draft 
of a highway bill, although exact details of the 
bill remain unknown. Senate Finance 
Committee Ranking Member Ron Wyden (D-
OR) reported that lawmakers will work through 
the weekend to finalize a bill that could be 
considered on the Senate floor next week.  
 
Senate Majority Leader Mitch McConnell (R-
KY) has indicated he is considering a two-year 
bill to extend spending authority for surface 
transportation programs, which would put the 
issue to rest until after the 2016 presidential 
elections. Chairman of the Committee on the 
Environment and Public Works Jim Inhofe (R-
OK) is working on a longer term 
reauthorization bill, potentially as long as six 
years, and said he hopes to go to conference 
with the House before July 31.  
 
Offsets for the Senate extension are still being 
determined, however they are not expected to 
be exclusively tax related, and repatriation is 
said to be “off the table” as a funding 
mechanism. By way of example, EPW 
Chairman Inhofe (R-OK) said the bill will be 
partially funded by selling crude oil from the 
Strategic Petroleum Reserve, while the 
Committee’s Ranking Member Barbara Boxer 
(D-CA) said Democrats will not consider an 
offset that affects retirement plans for federal 
employees by lowering the minimum interest 
rates on bonds from the G Fund in the Thrift 
Savings Plan.  

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 Finance Will Consider Tax 
Extenders July 21 
 
Key Point: 
 The Senate Finance Committee will markup a 

package of tax extenders for individuals, 
businesses and energy.  

 
Senate Finance Committee Chairman Orrin 
Hatch (R-UT) said the Committee will hold a 
markup of tax extenders on July 21. Tax 
extenders included in the package are the 
research credit, extended bonus depreciation, 
increased expensing limitations, and energy 
efficiency tax credits. The proposed package 
proposes a two-year extension of the 
provisions for 2015 and 2016, and would be 
applied retroactively to provisions that expired 
at the end of 2014. 
 
The Joint Committee on Taxation scored the 
extenders package at $95.6 billion over a ten-
year window.   
 
House and Senate Vote on Tax Issues 
Attached to Various Pieces of Legislation 
 
Key Points: 
 The Senate rejected an amendment to 

education reauthorization legislation that was 
offset by the “Buffett Rule” 

 House Republicans reject Democrats’ “Motion 
to Recommit” on HTF bill with anti-inversion 
language 
 

This week, the Senate rejected an amendment 
offered by Senator Casey (D-PA) to the 
education bill that would fund public preschool 
for all children that was offset with a 30 
percent minimum tax on annual incomes of $1 
million or more, known as “Buffett rule.”  
 
In the House, Democrats proposed anti-
inversion language to partly pay for a long-term 

highway bill in their motion to recommit failed 
along a party line vote.  Motions to recommit 
are largely political statements that send 
legislation back to Committee without a final 
vote on its passage, and typically are party-line 
votes, so the policy in the amendment usually is 
more a political matter than a real policy offer.  
  
Finally, in a related development, the Senate 
Permanent Subcommittee on Investigations 
has scheduled a hearing to further examine 
corporate inversions and foreign takeovers on 
July 30. 
 
National Taxpayer Advocate Issues New 
Report 
 
Key Point:  
Report highlights priorities of the Taxpayer Advocate 
Service for FY 2016. 
 
The National Taxpayer Advocate released its 
mid-year report to Congress that identifies 
priority issues the Taxpayer Advocate Service 
(TAS) will address during FY 2016.  The report 
is statutorily mandated, and revealed TAS 
priorities include the IRS’s long-term strategic 
planning; and tax-related identity theft and 
administration of the Affordable Care Act.  
 
The National Taxpayer Advocate’s FY 2016 
Objectives Report to Congress also identified 
nine other areas of focus for the upcoming 
year, describes TAS’s efforts to improve its 
advocacy for and service to taxpayers, 
summarizes pending TAS research initiatives, 
and provides an update on TAS’s efforts to 
implement an integrated technology system. 
 
Upcoming Hearings 
 
July 22 
Tax Compliance Overhaul: The Senate Small 
Business and Entrepreneurship Committee 

http://www.williamsandjensen.com/
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scheduled a hearing entitled "Targeted Tax 
Reform: Solutions to Relieve the Tax 
Compliance Burden(s) for America's Small 
Businesses." 
 
July 23 
IRS Audit Selection Process: The Oversight 
Subcommittee of the House Ways and Means 
Committee will hold a hearing on the IRS audit 
selection process and internal controls within 
the Tax Exempt and Government Entities 
Division. 
 
Tax Extenders Markup: The Senate Finance 
Committee is expected to hold a markup of tax 
extenders as noted above, although the hearing 
has not been officially noticed.  
 
July 30 
Impact of the U.S. Tax Code on the Market 
for Corporate Control and Jobs: The Senate 
Permanent Subcommittee on Investigations 
will hold a hearing to explore the impact of the 
U.S. corporate tax code on foreign acquisitions 
of U.S. businesses and the ability of U.S. 
businesses to expand by acquisition. 
 
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 
 
Regulators Speak at Fixed Income 
Liquidity Roundtable 
Key Points: 
 SEC Commissioner Daniel Gallagher stressed 

the need to prepare for a potential liquidity 
crisis as interest rates rise. 

 Dr. Nellie Liang, Director of the Federal 
Reserve Board’s Office of Financial Stability 
Policy and Research, said that changes in 
market liquidity may be due to among other 

things, fewer active trading participants, 
technological changes, and new regulatory 
requirements.  

 
On July 13, Representative Randy Neugebauer 
(R-TX), chairman of the House Financial 
Services Committee’s Subcommittee on 
Financial Institutions and Consumer Credit, 
hosted a roundtable to discuss liquidity in the 
fixed income market. Neugebauer stressed the 
need to have an ongoing dialogue about 
developments in the fixed income marketplace. 
He said there has not been a thorough analysis 
of the cumulative changes impacting the 
market.  
 
Securities and Exchange Commission (SEC) 
Commissioner Daniel Gallagher emphasized 
the importance of examining the fixed income 
markets. He noted that he gave a speech three 
years ago expressing his concerns with the 
fixed income markets and urged the SEC to 
further examine transparency of the market. He 
suggested that not much has changed in the 
fixed income markets since the book “Liar’s 
Poker” came out in 1989. Gallagher said the 
markets must prepare for changes and a 
potential liquidity crisis as interest rates rise. He 
added that he hopes the SEC will spend 
additional time looking at the fixed income 
markets, noting the SEC’s lack of dedicated 
staff in this area. 
 
Commodity Futures Trading Commission 
(CFTC) Commissioner Sharon Bowen noted 
that while the CFTC does not regulate fixed 
income securities, the lines between the 
markets are breaking down since what happens 
in the bond market affects the swaps market. 
She said the CFTC is the regulator of swaps 
based on underlying fixed income securities 
and emphasized the importance of regulatory 
harmonization as certain products are dually 
registered with the SEC and the CFTC. She 

http://www.williamsandjensen.com/
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noted that a recent CFTC Market Risk 
Advisory Committee (MRAC) meeting focused 
heavily on the issue of liquidity, and that the 
meeting showed the need to create a more clear 
definition of liquidity, as liquidity is currently 
“in the eye of the beholder.” She added that 
regulators need to engage more with market 
participants in discussions of liquidity. 
 
Dr. Nellie Liang, Director of the Federal 
Reserve Board’s Office of Financial Stability 
Policy and Research, said the Federal Reserve 
has heard concerns about bond market liquidity 
and has looked at multiple measures of 
liquidity. She suggested that no single measure 
has shown a notable decline in the quality of 
the market. She said there are fewer active 
trading participants and fewer buy and hold 
investors, which may have caused a change in 
the liquidity in the market. She said 
technological changes and new regulatory 
requirements may also be affecting the market. 
Liang said the joint staff report on the October 
15, 2014 Treasury market event indicated that 
automated proprietary firms make up more 
than half of the activity in the market, with 
traditional broker-dealers making up less than 
one third. She said the regulatory structure for 
the fixed income market was inadequate prior 
to the financial crisis. She stated that the 
market has shifted towards less leveraged 
entities like mutual funds. She stated that the 
Federal Reserve will continue to track any 
changes in market liquidity. 
 
Lawmakers continue to express concerns about 
fixed income market liquidity, so there could be 
other hearings later in the year on this topic. 
 
House Panel Holds Hearing on Federal 
Reserve Oversight and Reform 
Key Point: 
 Multiple Committee members raised concerns 

with the transparency of the Federal Reserve 

and the deference of U.S. regulators to the 
Financial Stability Board. 

 
On July 14, the House Financial Services 
Committee’s Subcommittee on Oversight and 
Investigations held a hearing entitled “Fed 
Oversight: Lack of Transparency and 
Accountability.” Chairman Sean Duffy (R-WI) 
raised a number of concerns about the Federal 
Reserve, including the 2012 leak of Federal 
Open Market Committee (FOMC) information 
and the perception that the Federal Reserve 
defers to international policy decisions rather 
than to U.S. regulatory needs. He stated that 
there is a need for increased transparency for 
Federal Reserve policy and internal operations.  
 
Financial Services Committee Chairman Jeb 
Hensarling (R-TX) questioned how asking the 
Federal Reserve to reveal their strategies could 
be considered interfering with their 
independence. He argued that oversight does 
not interfere with Federal Reserve 
independence, noting that Federal Reserve 
Board Governors have 14 year terms and the 
agency has independent funding. 
Representatives Mia Love (R-UT), Michael 
Fitzpatrick (R-PA), and Randy Hultgren (R-IL) 
also expressed concern with the transparency 
of the Federal Reserve. However, Ranking 
Member Al Green (D-TX) suggested there is a 
need for private deliberations to promote 
candor, adding that he does not want to 
politicize the Federal Reserve. 
 
Fitzpatrick and Representatives Mick Mulvaney 
(R-SC), Scott Tipton (R-CO) and French Hill 
(R-AR) raised concerns the U.S. regulatory 
regime is being driven by international 
regulatory bodies such as the Financial Stability 
Board (FSB). Representative Joyce Beatty (D-
OH) suggested that the current $50 billion 
asset threshold for designating a bank as a 
systemically important financial institution 

http://www.williamsandjensen.com/
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(SIFI) is too low and should be raised. She 
contended that size should not be the only 
factor considered in making a designation. 
 
Representative Bruce Poliquin (R-ME) noted 
that insurance companies and asset managers 
are already heavily regulated and suggested that 
the Federal Reserve has little experience 
regulating insurers and asset managers. He 
added that the assets held by mutual funds are 
not on their balance sheets. 
 
The House Financial Services Committee’s 
Subcommittee on Monetary Policy and Trade is 
scheduled to hold a hearing on July 22 on 
Federal Reserve reform proposals. In the 113th 
Congress the House passed H.R. 24, the 
Federal Reserve Transparency Act, which 
would require the Government Accountability 
Office (GAO) to audit the Federal Reserve. 
The Committee may consider broader Federal 
Reserve reform legislation in the near future. 
The new legislation may include additional 
provisions requiring notice and comment 
periods on the positions taken by the Federal 
Reserve, the FDIC and the Treasury in 
international regulatory negotiations, as well as 
tightening the Federal Reserve’s emergency 
lending authorities, imposing cost-benefit 
analysis requirements, and other reforms. 
 
Senate Banking Committee Holds Hearing 
on the CFPB Semi-Annual Report 
Key Point: 
 Chairman Richard Shelby (R-AL) raised 

concerns over the accountability of the CFPB 
and several regulatory and enforcement 
activities such as auto lending enforcement and 
efforts to regulate payday loans. 

 
On July 15, the Senate Committee on Banking, 
Housing, and Urban Affairs held a hearing on 
“The Consumer Financial Protection Bureau’s 
Semi-Annual Report to Congress.” Chairman 

Richard Shelby (R-AL) described the 
Consumer Financial Protection Bureau (CFPB) 
as being “very active” in its enforcement of the 
telecommunications and the automobile 
industry. He called this kind of regulatory 
action “controversial,” saying that it goes 
beyond what Congress initially envisioned for 
the Bureau. He said that CFPB now covers 
over 30 non-bank auto lenders to which it was 
not previously assigned. He also voiced 
concerns over what he called a lack of 
accountability within CFPB, citing rising costs 
for funding CFPB’s new headquarters and a 
lack of Congressional or Federal Reserve 
control over the CFPB budget. He called for 
reforms to make the CFPB “more accountable 
and transparent,” including putting the Bureau 
through the appropriations process and 
creating a board of directors to replace the 
single directorship. He suggested these reforms 
would make it similar to other independent 
agencies such as the Securities and Exchange 
Commission (SEC), Federal Trade Commission 
(FTC), and Commodity Futures Trading 
Commission (CFTC). 
 
Ranking Member Sherrod Brown (D-OH) gave 
a statement stressing the need to remember the 
severity of the 2008 financial crisis. He 
suggested that over the course of four years 
CFPB has proved “over and over” its status as 
a success story of Wall Street reform, 
functioning as an important place to which 
customers can turn to air their complaints, 
650,000 of which have been filed with the 
Bureau thus far. He expressed hope for the 
ability of CFPB to finalize rules on payday and 
installment loans, auto title loans, prepaid 
cards, overdraft, and debt collection. He 
suggested that “predatory lenders” change into 
something else whenever a state enacts 
legislation to address abuses, citing the 2008 
Ohio law governing short term loans that 
payday lenders later evaded “by registering as 

http://www.williamsandjensen.com/
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mortgage lenders or by adding fees.” He 
concluded that he would fight any attempts to 
weaken the CFPB.  
 
Shelby also raised concerns with CFPB’s 
efforts to regulate payday loans, noting that 
every state already either outright prohibits or 
regulates payday loans. CFPB Director Richard 
Cordray said the Bureau concluded that the 
problem of debt traps and loan rollovers is a 
significant problem for consumers. He called 
the issue complex due to the difficulty of 
balancing the demand for this credit and the 
desire to prevent consumers from becoming 
trapped in debt from which they cannot get 
out. Senator Jeff Merkley (D-OR) noted that 
payday loan companies have a practice of 
“aggressive outreach” in soliciting people 
online outside of the framework of state law. 
He said that consumers still have traditional 
access to payday loan stores at fair and legal 
rates, but that the online solicitation poses 
problems. Cordray called online lending “a 
particularly acute problem” for any 
enforcement agency. He said that online 
lenders are paying large sums of money to 
access potential consumers; something he said 
reflects the considerable advantages these 
lenders see from consumers. He noted that 
direct account access by lenders presents 
significant problems.  
 
Senator Heidi Heitkamp (D-ND) asked how 
consumer protection can be balanced against 
access to credit. She stated that there is a need 
for some form of small dollar, short-term 
lending. She asked what those products should 
look like and how an appropriate balance can 
be reached. Cordray said it is difficult to reach 
an appropriate balance. He said the CFPB 
worked diligently on its mortgage rules to avoid 
choking off access to credit, emphasizing that 
the CFPB will attempt to achieve a similar 
balance for small dollar, short-term loans. 

Shelby stressed the need to avoid driving the 
consumers of these products “underground, 
where there is no regulation.” He said the 
CFPB should allow access to credit and avoid 
overregulating. 
 
Senator Jack Reed (D-RI) said that 
enforcement of basic legal protections for 
servicemen and women is “scattered about and 
lax.” Cordray noted that Congress provided 
enforcement authority to the CFPB under the 
Military Lending Act (MLA). He said the 
Bureau works with the Department of Justice 
in this area but that there are only so many 
resources available. Cordray said that the rules 
under the MLA passed in 2007 were too 
narrow and easily circumvented and that online 
lenders offer service members loans at 500-600 
percent rates and are still legal under the 
current set of rules. He expressed confidence 
that a new set of rules with new protections 
will be in place soon. 
 
House and Senate Hold Hearings on 
Monetary Policy; Many Regulatory Issues 
are Raised 
Key Point: 
 Committee Members questioned Federal 

Reserve Chair Janet Yellen on many regulatory 
issues, including the systemically important 
financial institution (SIFI) designation 
process, insurance and asset manager 
regulation, the shadow banking system, and 
the financial situation of Puerto Rico. 

 
This week the House Financial Services 
Committee and the Senate Banking Committee 
held hearings on the Federal Reserve’s semi-
annual report on Monetary Policy and the State 
of the Economy, with Federal Reserve Chair 
Janet Yellen testifying.  
 
At the June 15 House Financial Services 
Committee hearing Chairman Jeb Hensarling 

http://www.williamsandjensen.com/
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(R-TX) stated that the Dodd-Frank Act (DFA) 
has made the nation’s economy less stable, less 
prosperous, and less free. He suggested that the 
Federal Reserve should be more predictable, 
communicative, and understandable, noting 
that its current policy is too opaque and 
improvisational, which he stated confuses 
investors. Ranking Member Maxine Waters (D-
CA) stated that much progress has been made 
in improving the nation’s economy due to the 
DFA. She stated that the DFA has made the 
economy more stable, given billions of dollars 
to consumers, made banking institutions more 
transparent, and established a clear set of rules 
that ensure financial stability. She called on the 
Federal Reserve to slowly raise interest rates, 
only when the economy grows stronger.  
 
At the June 16 Senate Banking Committee 
hearing Chairman Richard Shelby (R-AL) 
Chairman Richard Shelby (R-AL) in a 
statement stressed that transparency is 
important to the stability of financial markets, 
emphasizing FOMC monetary policy decisions 
are less transparent than at other central banks, 
such as the Bank of England. Shelby said the 
Dodd–Frank Act (DFA) and Comprehensive 
Capital Analysis and Review (CCAR) stress 
tests determine the “fate” of U.S. banks but the 
Federal Reserve does not release its 
methodology for those stress tests. He stressed 
that the Federal Reserve must provide more 
complete explanations for their practices 
moving forward. Ranking Member Sherrod 
Brown (D-OH) in a statement highlighted the 
new regulatory framework, noting that the new 
regulations promote stability and consumer 
protection. He stated that regulations are not 
the source of problems, and that it is now less 
likely that taxpayers will have to bail out 
another institution.  
 
Representative Ed Royce (R-CA) stated that 
Chair Yellen previously declared that the 

Federal Reserve should monitor developments 
in Puerto Rico, but that it would be more 
appropriate for Congress to address the 
financial issues faced by states and 
municipalities. Yellen said that the Federal 
Reserve should not be involved in these issues, 
but the Federal Reserve is monitoring 
developments to see if risks are transmitted. 
She stated that the Federal Reserve does not 
see signs of contagion, and she reiterated that 
intervening in the Puerto Rico situation is a 
matter for Congress to decide. 
 
Committee Members at both hearings raised 
concerns with process for designation of 
systemically important financial institutions 
(SIFIs). Senator Mike Rounds (R-SD) and 
Representative Blaine Luetkemeyer (R-MO) 
stressed the need to create an “off ramp” so 
firms can be de-designated as SIFIs if they 
make certain changes. Yellen said there should 
be a mechanism for firms to be de-designated, 
noting that there are annual reviews of 
designations. Representative Bruce Poliquin (R-
ME) expressed opposition to designating asset 
managers as SIFIs, suggesting that they do not 
pose a systemic risk. Yellen said that FSOC is 
charged with identifying threats to the 
economy and that the FSOC would look at 
activities that could pose risks.  
 
Senator Elizabeth Warren (D-MA) expressed 
opposition to the provisions in the Financial 
Regulatory Improvement Act (S. 1474), which 
was passed by the Senate Banking Committee, 
to raise the asset threshold for banks to be 
designated as SIFIs from $50 billion to $500 
billion. Shelby responded that the bill passed by 
the Committee would not raise the threshold, 
but would give the Federal Reserve discretion 
to exempt firms above $50 billion, except those 
above $500 billion. Senator Mike Crapo (R-ID) 
noted that Federal Reserve Board Governor 
Daniel Tarullo has said that the threshold 
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should be raised and designations should be 
based on a truer assessment of risk. Yellen said 
she would support a moderate increase in the 
threshold, but stressed that the Federal Reserve 
must retain the discretion to hold firms below 
the threshold to higher supervisory 
requirements. She suggested that the burdens 
associated with SIFI designations for some 
firms outweigh the benefits. Senator Jack Reed 
(D-RI) emphasized that firms below the 
threshold should not be completely exempted 
from enhanced supervision. 
 
Senator Rounds and Senator Tim Scott (R-SC) 
raised concerns with the role of the Financial 
Stability Board (FSB) in the U.S. regulatory 
framework. They stressed the need for the U.S. 
to set its own insurance capital standards 
before agreeing to any international framework. 
Scott suggested that the Federal Reserve should 
push the FSB to take an activities-based 
approach to insurance regulation, rather than 
an entity-based approach. Yellen stressed that 
no international agreement applies to U.S. 
firms unless it is consistent with U.S. laws and a 
rulemaking process has occurred. She also 
noted that the Collins Amendment fix has 
given the Federal Reserve more flexibility to 
tailor capital standards to the unique 
characteristics of insurance companies. 
 
Senator Joe Donnelly (D-IN) raised concern 
with the growth of the “shadow banking 
system.” Yellen said she shares this concern, 
stressing the need to be vigilant of risks 
migrating to the shadow banking system. She 
said the FSOC is focused on risks throughout 
the entire system and noted that the FSB has a 
program devoted to shadow banking. She said 
the Federal Reserve is considering regulations 
to impose minimum margins in the shadow 
banking systems. She pointed to the SEC’s 
regulations on money market funds, which she 

suggested were a key part of the shadow 
banking system. 
 
Upcoming Hearings and Events  
 
July 20 
Federal Reserve Board Open Meeting: The 
Federal Reserve Board will hold an open 
meeting to consider two items: (1) Final Rule to 
Establish Risk-Based Capital Surcharges for 
Systemically Important Bank Holding 
Companies; and (2) Final Order Applying 
Enhanced Prudential Standards to General 
Electric Capital Corporation under Section 165 
of the Dodd-Frank Act. 
 
July 21 
DOL Fiduciary Rule: The Senate Health, 
Education, Labor and Pensions Committee’s 
Subcommittee on Employment and Workplace 
Safety will hold a hearing entitled “Restricting 
Advice and Education: DOL's (Department of 
Labor) Unworkable Investment Proposal for 
American Families and Retirees.” 
 
July 22 
SIFI Designation Process: The Senate 
Banking Committee’s Subcommittee on 
Securities, Insurance, and Investment will hold 
a hearing to discuss the Financial Stability 
Oversight Council’s (FSOC) process for 
designating systemically important financial 
institutions (SIFI). Patrick Pinschmidt (Deputy 
Assistant Secretary for Financial Stability 
Oversight Council, Treasury) is scheduled to 
testify. 
 
Federal Reserve Reform Proposals: The 
House Financial Services Committee’s 
Subcommittee on Monetary Policy and Trade 
will hold a hearing on Federal Reserve reform 
proposals. 
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Iran Nuclear Agreement: The House 
Financial Services Committee’s Task Force to 
Investigate Terrorism Financing will hold a 
hearing entitled “The Iran Nuclear Deal and its 
Impact on Terrorism Financing.” 
 
July 23 
Bank Holding Companies and Systemic 
Risk: The Senate Banking Committee will hold 
a hearing entitled “Measuring the Systemic 
Importance of U.S. Bank Holding Companies.” 
The witnesses scheduled for the hearing are: 
Professor Robert DeYoung, Professor of 
Finance, University of Kansas School of 
Business; Professor Deborah Lucas, Professor 
of Finance and Director of MIT Center for 
Finance and Policy, Sloan School of 
Management; Professor Jonathan Macey, 
Professor of Corporate Law, Corporate 
Finance, and Securities Law, Yale Law School; 
and The Honorable Michael Barr, Professor of 
Law, University of Michigan Law School. 
 
Too Big to Fail: The House Financial Services 
Committee will hold a hearing entitled, 
“Ending ‘Too Big to Fail’: What is the Proper 
Role of Capital and Liquidity?”  
 
July 24 
Cybersecurity: The House Science, Space and 
Technology Committee’s Subcommittee on 
Research and Technology and Subcommittee 
on Oversight will hold a joint hearing entitled 
“Cyber Security: What the Federal Government 
Can Learn From the Private Sector.” 
 
July 28  
Dodd-Frank Act: The House Financial 
Services Committee will hold a hearing entitled 
“Dodd-Frank Five Years Later: Are We More 
Prosperous?”  
 
 
 

July 29 
CFTC Advisory Committee: The 
Commodity Futures Trading Commission 
(CFTC) will hold a meeting of its Energy and 
Environmental Markets Advisory Committee 
(EEMAC). The agenda for the meeting 
includes the CFTC’s proposed rules regarding 
position limits and trade options, as well as the 
final interpretation concerning forward 
contracts with embedded volumetric 
optionality. 
 
August 5 
eClosing: The Consumer Financial Protection 
Bureau will hold a forum on eClosing as part of 
its Know Before You Owe initiative. 
 
For more information about financial services issues you 
may email or call Joel Oswald at 202-659-8201. Alex 
Barcham contributed to the articles. 
 
 
ENERGY AND ENVIRONMENT 
 
Members Examine Implementation of 
Pipeline Safety Legislation 
 
Key Points: 
 At a hearing on Tuesday, the House Energy 

and Power Subcommittee heard from the acting 
head of the federal pipeline safety agency on 
implementation of the most recent Pipeline 
Safety Act reauthorization. 

 Republicans and Democrats criticized the 
agency for the pace of its rulemakings as the 
current Pipeline Safety Act reauthorization is 
set to expire on September 30.   

 
On July 14, the House Energy and Commerce 
Committee’s Energy and Power Subcommittee 
held a hearing titled “Oversight of Pipeline 
Safety, Regulatory Certainty, and Job Creation 
Act of 2011 and Related Issues.” The President 
signed the “Pipeline Safety, Regulatory 
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Certainty, and Job Creation Act of 2011” (P.L. 
112-90) on January 3, 2012. The legislation 
reauthorized the Pipeline Safety Act and 
directed the Pipeline and Hazardous Materials 
Safety Administration (PHMSA) to implement 
a series of regulatory actions to enhance the 
safety of pipeline transportation of oil, refined 
products, natural gas and natural gas liquids. As 
noted in the Committee’s background 
memorandum for the hearing, the legislation 
“included 42 congressional mandates of 
PHMSA regarding studies, rules, maps, and 
other elements of the Federal pipeline safety 
program.” PHMSA has not yet implemented 
17 of those mandates, with the Committee 
memorandum noting that open actions include: 
“regulations concerning pipeline damage 
prevention, automatic and remote-controlled 
shut-off valves, maximum allowable operating 
pressure verification, pipeline integrity 
management programs, public education and 
awareness, and accident and incident 
notification.” The hearing also served as an 
initial step in preparing legislation to 
reauthorize the Pipeline Safety Act. The current 
authorization expires on September 30.   
 
Members of both parties criticized PHMSA for 
failing to meet deadlines set in the 2011 
reauthorization legislation. Subcommittee 
Chairman Ed Whitfield (R-KY) asserted that 
“PHMSA’s implementation has not been 
satisfactory.” Full Committee Chairman Fred 
Upton (R-MI) declared: “[T]he Pipeline Safety 
Act will not achieve its primary objectives until 
it is fully implemented, and I am disappointed 
that more than one-third of its requirements 
remain incomplete long after congressionally 
mandated deadlines have passed.” Full 
Committee Ranking Member Frank Pallone 
(D-NJ) remarked that “many of the 
outstanding requirements are critical to safety.”  
  

In her testimony, PHMSA Interim Executive 
Director Stacy Cummings emphasized 
PHMSA’s efforts to hire and deploy more 
inspectors. She also discussed the agency’s 
progress in implementing the 2011 
reauthorization legislation. Regarding the 
planned release of major proposed 
rulemakings, Cummings told the Subcommittee 
in her testimony: “We expect to issue many of 
our significant rules, including our Notices of 
Proposed Rulemaking (NPRM) for gas 
transmission and hazardous liquid pipelines by 
the end of the year.” 
 
PHMSA has been working on the gas 
transmission and hazardous liquid pipeline 
NPRMs for years, starting with the publication 
of Advanced Notices of Proposed Rulemakings 
(ANPRM). The pending liquid pipeline safety 
rule will be based on the ANPRM on “Pipeline 
Safety: Safety of On-Shore Hazardous Liquid 
Pipelines”. The 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. On August 25, 2011, PHMSA 
issued an ANPRM on “Pipeline Safety: Safety 
of Gas Transmission Pipelines”. This 
rulemaking effort parallels the pending liquid 
pipeline safety NPRM, and is 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. 
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Subcommittee Hearing Focuses on 
Hydraulic Fracturing on Federal Lands 
 
Key Point: 
 The Energy and Mineral Resources 

Subcommittee held a hearing on 
Wednesday, which focused on the 
Bureau of Land Management’s 
recently-finalized regulations for 
hydraulic fracturing on federal lands.   

 
On July 15, the House Natural Resource 
Committee’s Subcommittee on Energy and 
Mineral Resources held a hearing titled “The 
Future of Hydraulic Fracturing on Federally 
Managed Lands.” The hearing focused on 
issues associated with the regulation of 
hydraulic fracturing on federal lands, 
particularly the Bureau of Land Management’s 
(BLM) rule on Hydraulic Fracturing on Federal 
and Indian Lands, which was temporarily 
blocked by the U.S. District Court of Wyoming 
in late June.    
 
Representative John Fleming (R-LA) read the 
statement prepared for Chairman Doug 
Lamborn (R-CO). He noted that states have 
been regulating hydraulic fracturing on federal 
lands for decades without incident. He asserted 
BLM is “arrogantly” seeking to second guess 
state regulations with a one-size-fits-all final 
rule on hydraulic fracturing. He said the BLM 
rule would have negative effects on tribes and 
states with federal lands, noting the U.S. 
District Court of Wyoming found “there is a 
showing of a credible threat of irreparable 
harm in cost of compliance as well as the loss 
of revenue” to states and industry.  
 
Fleming noted the Environmental Protection 
Agency (EPA) recently found that there have 
been no widespread, systemic impacts on 
drinking water as a result of hydraulic 
fracturing. He said BLM established a variance 

provision in the rule, which he called “a means 
by which BLM may interpret state or tribal 
regulations on federal lands” and which he said 
does not give states or tribes any right to 
continue implementing their regulations on 
federal lands. He commented that BLM did not 
provide guidance on the variance process and, 
as a result, no variance agreements have 
occurred.         
 
Ranking Member Alan Lowenthal (D-CA) 
called the BLM rule a modest modernization of 
longstanding BLM regulations to take into 
account how the industry currently operates. 
He characterized the rule as setting the 
regulatory floor on federal lands with states 
free to establish stricter requirements. He 
explained that companies will still need to 
adhere to state standards after the BLM rule 
goes into effect. He highlighted Wyoming’s 
strong hydraulic fracturing regulations, but 
noted not all states have comparable 
regulations. He asserted BLM has a statutory 
mandate to protect public lands and resources 
in the U.S.  
 
In his testimony, BLM Director Neil Kornze 
explained that the agency supports the 
responsible development of oil and gas 
resources on public and Indian lands, noting 
that during the Obama Administration oil 
production from federal land has increased by 
81 percent. He questioned the assertion that oil 
and gas development on public land has not 
kept pace with national trends. He explained 
that BLM monitors more than 100,000 wells 
and continues to make lands available for 
development in excess of industry demand. He 
noted last year BLM approved 400,400 drilling 
permits, one-third of which went unused. He 
told the Subcommittee that industry holds 
6,000 unused permits available for use today, 
equating to two years of drilling potential. 
Kornze said the hydraulic fracturing rule 
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establishes standards that are essential to 
protecting the environment while also 
facilitating robust development of energy 
resources. He explained that, of wells currently 
being drilled, over 90 percent use modern 
hydraulic fracturing techniques that are 
significantly more complex than the wells 
drilled in the past. He said the rule requires 
operators to construct sound wells, disclose the 
chemicals they use, and safely recover and 
handle waste fluids. He asserted BLM has been 
working closely with tribes, operators, and 
states to evaluate the potential for variances, 
which he said will continue once litigation has 
been addressed.   
 
Upcoming Hearings and Events 
 
July 21 
FERC Chairman Remarks: The Natural Gas 
Roundtable will hold a luncheon featuring 
remarks by Federal Energy Regulatory 
Commission (FERC) Chairman Norman Bay.   
 
July 22 
PHMSA Administrator Nomination: The 
Senate Commerce Committee will hold a 
hearing on the nomination of Marie Therese 
Dominguez to be Administrator of the Pipeline 
and Hazardous Materials Safety Administration 
(PHMSA).   
 
Social Cost of Carbon: The House Natural 
Resources Committee will hold a hearing titled 
“An Analysis of the Obama Administration’s 
Social Cost of Carbon”.   
 
Protection of the Electric Grid: The Senate 
Homeland Security and Governmental Affairs 
Committee will hold a hearing titled 
“Protecting the Electric Grid from the 
Potential Threats of Solar Storms and 
Electromagnetic Pulse.” 
 

July 23 
National Parks: The House Natural 
Resources Committee’s Federal Lands 
Subcommittee will hold a hearing on “New and 
Innovative Ideas for the Next Century of Our 
National Parks”.   
 
July 28 
Pipeline Safety Technology: The House 
Transportation and Infrastructure Committee 
is expected to hold a roundtable on pipeline 
safety technology.    
 
August 25-26 
Pipeline Safety: The Pipeline and Hazardous 
Materials Safety Administration (PHMSA) will 
convene a Joint Meeting of the Gas and Liquid 
Pipeline Advisory Committees.   
 
August 27 
Liquid Pipeline Integrity Verification: The 
Pipeline and Hazardous Materials Safety 
Administration (PHMSA) will hold a public 
meeting on the Hazardous Liquid Integrity 
Verification Program (HL IVP). The workshop 
will continue PHMSA’s efforts to develop 
requirements for hazardous liquid pipeline 
operators to verify the integrity and maximum 
operating pressure of their pipelines. On 
September 17, 2014, the agency released the 
“PHMSA DRAFT HL IVP CHART”. The 
chart describes a process for determining which 
pipelines would be subject to integrity tests 
(including hydrostatic testing), based on 
whether the operator has adequate records 
supporting the maximum operating pressure 
for the pipe. The flowchart also describes a 
process which could require pipeline operators 
to, in certain circumstances: 
 Conduct hydrostatic pressure tests, 

including “spike” pressure tests; 
 Derate the pipeline; 
 Conduct an engineering critical 

assessment; 
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 Conduct material tests of the pipeline, 
including through cut outs and 
destructive tests; and 

 Replace the pipeline. 
 
September 9-10 
Pipeline Safety Risk Methodologies: The 
Pipeline and Hazardous Materials Safety 
Administration (PHMSA) will hold a Risk 
Modeling Methodologies Public Workshop. As 
described by PHMSA, the workshop is 
intended “to advance risk modeling 
methodologies of gas transmission and 
hazardous liquid pipelines and non-pipeline 
systems.” According to PHMSA: “This 
workshop will bring industry, Federal and state 
regulators, interested members of the public, 
and other stakeholders together to share 
knowledge and experience on risk modeling 
within the pipeline industry and other fields, 
ways to advance pipeline risk models, and 
practical ways that operators can adopt and/or 
adapt them to the analyses of their systems.” 
 
For more information about energy and environment 
issues you may email or call Frank Vlossak at 202-
659-8201. Lucas Rogers contributed to this report. 
Updates on energy and environment issues are available 
during the week on twitter. 
 
 
HEALTH 
 
 Senate Reports FDA Spending Bill; 
Convenes Hearing on Disease Research 
 
Key Points: 
 Senate Appropriations Committee approves 

the FY 2016 Agriculture-FDA Spending 
Bill 

 Senate Commerce Committee Examines 
Diseases and Medical Research Funding 

 

The Senate Appropriations Committee held a 
markup of the Fiscal Year 2016 Agriculture, 
Rural Development and FDA Appropriations 
Act, which would fund the Department of 
Agriculture (USDA), Rural Development and 
the Food and Drug Administration (FDA). The 
Committee favorably reported the bill by a vote 
of 28-2. Senator Jerry Moran (R-KS), the 
chairman of the Subcommittee that has 
jurisdiction over this bill, said that the measure 
funds the FDA at $2.86 billion, which is above 
the FY 2015 enacted level. The Committee 
press release notes that overall FDA funding, 
including user fee revenues, is $116 million 
above FY 2015.  
 
Despite the bipartisan vote in support of the 
bill, several Members expressed concern about 
the overall amount of funding available to these 
agencies. Senator Jeff Merkley (D-OR) offered 
an amendment that had the support of Full 
Committee Ranking Member Barbara Mikulski 
(D-MD). Merkley said the amendment would 
provide additional funding for a number of key 
areas within the bill, including additional 
resources for the FDA to combat antibiotic 
resistance, improve drug compounding, and 
develop personalized medicine. The 
amendment was rejected along party lines. The 
amount of money available for food safety 
programs was also among the issues receiving 
the most attention at the markup.  
 
This bill will not receive consideration by the 
full Senate, but will instead be worked on with 
the authors of the House measure and will 
likely be considered as part of a package of 
other appropriations bills later in 2015.  
 
This week, the Senate Commerce Committee’s 
Science Subcommittee held a hearing entitled, 
“Unlocking the Cures for America’s Most 
Deadly Diseases.” The hearing focused on 
encouraging private investment in biomedical 
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research and the impact of regulations on the 
development of cures. Subcommittee 
Chairman Ted Cruz (R-TX) said that the U.S. 
failed to invest and create incentives on the 
front end to combat deadly diseases, such as 
Alzheimer’s, Parkinson’s, and diabetes. He 
contended that the money is being spent on the 
back end and costing the U.S. more money. 
Cruz discussed the impact of regulatory 
burdens and uncertainty on innovation and 
private investment in biotechnology, and said 
that medical device companies are shifting their 
focus outside of the U.S. due to the FDA and 
other regulators. He stressed the role of 
incentivizing research, and said the Committee 
would “analyze how incentives can change so 
that in the coming years America has more 
breakthroughs.”  
 
Subcommittee Ranking Member Gary Peters 
(D-MI) discussed the importance of 
investments from the National Institutes of 
Health (NIH), and noted that overall federal 
R&D spending has fallen below 1 percent of 
GDP. He cited the importance of a balanced 
research portfolio, and emphasized the need 
for Congress to establish policy that promotes 
innovation and breakthroughs. Peters also 
expressed particular interest in the role of 
precision medicine.  
 
 
House Panel Examines Medicare Part D 
Program Integrity 
 
Key Point: 
 Oversight Subcommittee holds hearing on 

Program Integrity 
 
The House Energy and Commerce 
Committee’s Oversight and Investigations 
Subcommittee held a hearing to examine the 
Medicare Part D program and measures to 
strengthen program integrity. Subcommittee 

Chairman Tim Murphy (R-PA) said that 
Medicare Part D is the fastest growing 
component of the Medicare program and given 
this rapid growth, it has been a target for fraud 
and abuse. Murphy cited recent progress, but 
concluded that more oversight and inspection 
is needed.  
 
Ranking Member Diana DeGette (D-CO) 
commended CMS’ recent overhaul of their 
overutilization monitoring system, citing it as 
an important step in the right direction. She 
said that Part D is still vulnerable and that in 
order to ensure the integrity of the program 
there must be constant and planned efforts at 
every level. DeGette expressed concern over 
the low level of reported fraud by some plan 
sponsors and asked why CMS is not requiring 
more information to be reported.  
 
Committee Members and witnesses discussed 
recommendations by the Office of the 
Inspector General (OIG) on how the Centers 
for Medicare and Medicaid Services (CMS) can 
improve the integrity of the Part D program. 
Some Members raised concerns that CMS has 
not implemented several of these 
recommendations and urged CMS to move 
forward with action. Dr. Shantanu Agrawal 
(CMS) said the agency has taken concrete 
actions to address weaknesses in the Part D 
program such as emphasizing prevention over 
the pay and chase model. He stated that CMS is 
attempting to solidify a culture of integrity and 
part of that process includes holding sponsors, 
pharmacies, and providers to a high standard. 
Agrawal said that CMS has new authority to 
remove providers with abusive behavior from 
the program and that CMS is doing more to 
monitor abuse and fraud through their over 
utilization monitoring system. He stated that 
CMS takes OIG’s recommendations seriously 
and is committed to continuing a close working 
relationship with OIG and the Subcommittee.  
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Opiate use and heroin addiction was also a 
primary topic of the hearing, with concerns 
raised about the rise of prescription drug abuse 
and overdose. Members discussed the 
importance of preventing drug diversion and 
over prescribing in the Part D program.  
 
Upcoming Hearings and Events 
 
July 22 
Medicare Provider Enrollment Fraud: The 
Senate Special Aging Committee will hold a 
hearing entitled “The Doctor's Not In: 
Combating Medicare Provider Enrollment 
Fraud.” 
 
MEDPAC Issues: The Subcommittee on 
Health of the House Ways and Means 
Committee will hold a hearing on the Medicare 
Payment Advisory Commission (MedPAC) 
with issues involving hospital payment, rural 
health and beneficiary access to care. 
 
MEDCAC Meeting: The Medicare Evidence 
Development & Coverage Advisory 
Committee (MEDCAC) will hold a meeting on 
lower extremity peripheral artery disease.  
 
Press Briefing on Trustees Report: The 
Social Security and Medicare Board of Trustees 
will hold a press briefing to discuss the release 
of the annual Trustees Report.  
 
July 23 
Health Information Technology: The Senate 
Health, Education, Labor, and Pensions 
Committee will hold a hearing entitled 
"Achieving the Promise of Health Information 
Technology: Information Blocking and 
Potential Solutions." 
 

For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
 
This Week in Congress was written by Laura 
Simmons.  
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