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TAXES 
 
Tax Inversion Merger Transactions Take 
Center Stage in Weeks Before August 
Recess  
 
Key Points: 

 Treasury Secretary Lew writes a letter to 
Congressional tax writing committees on the 
urgent need to enact legislation to curb 
corporate inversion transactions 

 Senate Finance Committee Chairman Wyden 
responds in support and Ranking Member 
Hatch suggests openness as well  

 Senate Finance Committee to hold a July 22 
hearing on international tax reform that will 
cover inversions transactions 

 
This week multiple policymakers spoke about 
their desire to address corporate tax inversions 
including the Department of the Treasury and 
the Administration. The surge of action on 
inversions is in response to news of several 
potential corporate inversion merger 

This Week in Congress 

 House –The House passed the “Financial Services and General Government 
Appropriations Act, 2015” (H.R. 5016) by a 228–195 vote and the “Highway and 
Transportation Funding Act of 2014” (H.R. 5021) by a 367–55 vote. The House 
passed the “Permanent Internet Tax Freedom Act” (H.R. 3086) to permanently 
extend the Internet Tax Freedom Act by voice vote.   

 Senate –The Senate passed the “Terrorism Risk Insurance Program 
Reauthorization Act of 2014” (S.2244) by a 93-4 vote. The Senate passed the 
“Veterinary Medicine Mobility Act of 2014” (H.R.1528) by unanimous consent. The 
Senate failed to invoke cloture on the motion to proceed to the “Protect Women’s 
Health From Corporate Interference Act of 2014” (S.2578) by a 56-41 vote.  
 

Next Week in Congress 

 House – The House is expected to consider the “Advancing Competency-Based 
Education Demonstration Project Act of 2013” (H.R. 3136); the “Empowering 
Students Through Enhanced Financial Counseling Act” (H.R. 4984); the “Child 
Tax Credit Improvement Act of 2014” (H.R. 4935); and the “Student and Family 
Tax Simplification Act” (H.R. 3393).  

 Senate –The Senate will reconvene at 2:00pm on July 21. Senate Majority Leader Harry 
Reid said he will schedule votes this month on the “Highway and Transportation 
Funding Act of 2014” (H.R. 5021) and a competing Senate version. 
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transactions.   
 
Secretary of the Treasury Jacob Lew wrote a 
letter to the chairmen and ranking members of 
the House Ways and Means and the Senate 
Finance Committees urging them to enact 
legislation immediately to bar inversions 
transactions.  Senate Majority Leader Harry 
Reid (D-NV) stated his agreement with the 
letter, saying that he wants to advance 
legislation proposed by Senator Carl Levin (D-
MI). Apparently, the Department of the 
Treasury is now beginning to work on a report 
mandated by Congress ten years ago as part of 
fresh efforts to crack down on corporate 
inversion transactions. The Administration 
proposed in its FY 2015 budget proposal to 
tighten the rules on inversion transactions.   
 
Also this week Senator Finance Committee 
Ron Wyden (D-OR) issued a statement that 
inversions must be addressed, commenting that 
“this inversion loophole must be plugged.” 
Though Wyden has expressed a preference to 
make a change as part of a comprehensive 
reform effort over the next 15 months, he has 
also said a heightened pace of inversions may 
prompt Congress to act on a standalone 
measure more quickly.  Ranking Member Orrin 
Hatch (R-UT) also seemed to signal openness 
to acting on inversions though he disagreed 
with the Administration’s approach in his own 
letter to Lew. The Senate Finance Committee 
plans to hold a July 22 hearing where they will 
reportedly discuss the subject of corporate 
inversions, as well as other international tax 
issues.   
 
On July 17, the Senate Appropriations 
Committee reported out the FY 2015 
Department of Defense Appropriations Act, 
which included language on inversions added 
by Senator Richard Durbin (D-IL) that adds 
the inversions definition from the 

Administration’s FY 2015 budget proposal. 
However, the inversion language would only 
apply to Department of Defense contractors 
prospectively.   
 
Finally, during consideration of the “Financial 
Services and General Government 
Appropriations Act, 2015” (H.R. 5016), an 
amendment offered by Representative Rosa 
DeLauro (D-CT) was adopted by voice vote 
that would prevent any funds from the from 
the appropriations bill to be used to enter into 
contracts with entities incorporated or 
chartered in Bermuda or Cayman.  Both of 
those bills would have to be negotiated in any 
final spending measure later this year or early 
next year. Yet, this was the fourth 
appropriations act that DeLauro added the 
language to.  
 
Over the past few months, a few anti-
inversions bills have been introduced. On May 
20, House Ways and Means Committee 
Ranking Member Sander Levin (D-MI) and 
Senator Carl Levin (D-MI) introduced 
companion bills, the “Stop Corporate 
Inversions Act of 2014” (H.R. 4679 and 
S.2360), that were identical except that the 
Senate version would institute a two year 
moratorium on inversions whereas the House 
bill would permanently ban the practice. In late 

Upcoming Dates 
August 1: Projected insolvency of 
Highway Trust Fund 
September 30: FY 2014 Ends and 
MAP-21 expires 
October 1: FY 2015 Begins 
November 4: Midterm Elections 
March 2015: Debt limit suspension 
expires 
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June, Levin and House Budget Committee 
Ranking Member Chris Van Hollen (D-MD) 
introduced the “Stop Corporate Expatriation 
and Invest in America’s Infrastructure Act” 
(H.R. 4985), which also permanently ban 
inversions but would direct revenue raised 
under the bill to the Highway Trust Fund. 
Nonetheless, the effective date for each of the 
bills is May 8. 
 
Senate Panel to Hold Hearing on Financial 
Products Structured for Tax Avoidance  
 
Key Points: 

 Senate Permanent Subcommittee on 
Investigations to hold hearing to discuss 
financial products and tax avoidance 
 

The Senate Homeland Security and 
Governmental Affairs Committee’s Senate 
Permanent Subcommittee on Investigations 
(PSI) announced this week it will hold a July 22 
hearing on the use of structured financial 
products to avoid income taxes on capital 
gains. Apparently PSI Chairman Carl Levin (D-
MI) will examine the misuse of certain financial 
products to avoid taxes and leverage limits. 
Witnesses include representatives of major 
financial institutions, tax experts and a 
representative from the Government 
Accountability Office. The hearing will focus 
on maneuvers used by Renaissance 
Technologies LLC, a hedge fund, allegedly 
converting its profits from high frequency 
trading into lower-taxed, long-term capital 
gains.  The hearing is apparently meant to be a 
continuation of the hearing series to address 
offshore tax evasion. 
 
House Passes Legislation to Permanently 
Ban Tax on Internet Access; Senate 
Introduces New Version of the Bill 
 
Key Points: 

 House passes legislation to permanently ban 
states from taxing Internet access and sends it 
to the Senate 

 Senate plans to take up its own version which 
consolidates two separate bills on Internet 
taxation 

 
This week, the House passed the 
“the “Permanent Internet Tax Freedom 
Act” (PITFA) (H.R. 3086) sponsored by House 
Judiciary Committee Chairman Bob Goodlatte 
(R-VA) by voice vote. The bill permanently 
bans states from taxing Internet access and 
placing multiple or discriminatory taxes on e-
commerce.  The measure will be sent to the 
Senate for consideration.  
 
However, Senate Majority Leader Harry Reid 
(D-NV) began the process of moving the 
“Marketplace and Internet Tax Fairness Act,” 
(S.2609) introduced this week by Senators Mike 
Enzi (R-WY) and Richard Durbin (D-IL), 
straight to the Senate floor, skipping any 
Committee process. The new bill combines the 
“Marketplace Fairness Act” (S. 743) which 
would allow states to collect sales taxes from 
certain out-of-state sellers where there is no 
direct nexus or physical presence, with the 
“Internet Tax Freedom Forever Act,” (S. 1431) 
the Senate version of PITFA. As a result, the 
issues remain unresolved and while action on 
the PITFA seems likely to occur this fall, it 
remains to be seen exactly how Congress will 
resolve the two different approaches.  
 
House Passes Short-Term Highway Patch 
and Senate Plans Vote on Separate Bills  
 
Key Points: 

 House passes short-term patch to the Highway 
Trust Fund; Senate to take up House bill 
next week along with its own version of the bill  
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This week the House passed the “Highway and 
Transportation Funding Act of 2014,” (H.R. 
5021) which extends Highway Trust Fund 
(HTF) authority though May 31, 2015 in a 367-
55 vote. The bill is unlikely to pass the Senate 
as is due to key differences, such as the date the 
extension expires as well as how to pay for the 
short-term fix.   
 
Senate Majority Leader Harry Reid (D-NV) 
said the Senate will vote on the House measure, 
though leaders are still working to reach an 
agreement on what amendments will be offered 
to the short-term package. Reid said the Senate 
would also vote on the “Preserving American’s 
Transit and Highways Act” (PATH Act) to 
finance the HTF which was approved last week 
by the Senate Finance Committee. The Senate 
will take these measures up as early as next 
week. 
 
House Passes Package of Permanent 
Charitable Tax Measures 
 
Key Points: 

 The House passed a package of charitable tax 
measures in its continued effort to address 
individual permanent tax measures 

 
By a 277-130 vote, the House passed a package 
of tax measures in the “America Gives More 
Act” (H.R. 4719) which makes permanent and 
expands the charitable deduction for 
contributions of food inventory by businesses; 
ensures that seniors who donate to charities 
from their Individual Retirement Accounts can 
do so without a tax penalty; makes permanent 
the deduction for contributions of conservation 
easements; extends the tax deadline for 
charitable contributions; and lowers and 
simplifies the excise tax on private foundations 
making compliance easier, especially for smaller 
foundations. 

 

This bill was the next step by the House to pass 
permanent tax bills drawn mostly from tax 
extenders. The House may consider next an 
education bill and a bill on the child tax credit 
before the August recess.  Nonetheless, the tax 
extender issue is not likely to be resolved until 
later this year after the election, or even in early 
2015. 
 
Upcoming Hearings and Events 
 
July 22 
International Tax Issues: The Senate Finance 
Committee will hold a full Committee hearing 
titled “The U.S. Tax Code: Love It, Leave It, or 
Reform It!” The hearing will cover corporate 
inversions transactions, among other 
international tax topics. Schedules witnesses 
include: Robert B. Stack, Deputy Assistant 
Secretary of the Treasury for International Tax 
Affairs; Pascal Saint-Amans, Director, Centre 
for Tax Policy and Administration, 
Organization for Economic Co-operation and 
Development, France; Mihir A. Desai, 
Professor of Finance and Law, Harvard 
University; Peter R. Merrill, Director, National 
Economics and Statistics Group, 
PricewaterhouseCoopers; Leslie Robinson, 
Associate Professor of Business 
Administration, Tuck School of Business, 
Dartmouth College; Allan Sloan, Senior Editor-
at-Large, Fortune. 
 
Structured Financial Products Abuse: The 
Senate Homeland Security and Governmental 
Affairs Subcommittee on Permanent 
Investigations will hold a hearing titled “Abuse 
of Structured Financial Products: Misusing 
Barrier Options to Avoid Taxes and Leverage 
Limits.” Witnesses TBA.  
 
July 23 
Health Law Premium Tax Credit: The 
House Ways and Means Subcommittee on 
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Oversight will hold a hearing on the health care 
overhaul law’s premium tax credit. 
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Tess 
Illos contributed to this report.     
 
FINANCIAL SERVICES 
 
House Approves FY 2015 Financial 
Services Spending Bill 
Key Points: 

 House approves FY 2015 Financial Services 
Appropriations bill, which includes $1.4 
billion for the Securities and Exchange 
Commission (SEC). 

 
This week, the House approved the Fiscal Year 
(FY) 2015 Financial Services appropriations bill 
(H.R. 5016) by a 228-195 vote. The bill 
provides for $21.3 billion in funding and makes 
the Consumer Financial Protection Bureau 
(CFPB) and the Office of Financial Research 
(OFR) subject to the appropriations process. 
The bill provides $1.4 billion in funding for the 
SEC, which is a $50 million increase from the 
FY 2014 amount. The bill also includes a 
provision to prohibit and limit enforcement of 
Section 716 of the Dodd Frank Act (“swaps 
push out” provision), which is similar to 
“Swaps Regulatory Improvement Act” (H.R. 
992) that passed the House last year. 
 
Some key financial related amendments 
adopted by the House include: 

 Prohibition on SIFI Designations: 
Representative Scott Garrett’s (R-NJ) 
amendment would “prohibit funds 
from being used to designate a 
nonbank financial company as ‘too big 
to fail’, as a ‘systemically important 
financial institution’, or that such 
company could pose a threat to the 
financial stability of the U.S.” 

 Prohibition on SEC funds related to 
Fiduciary Standard: Representative 
James Lankford’s (R-OK) amendment 
would prohibit funds from being used 
by the SEC “to study, promulgate, 
draft, review, implement or enforce any 
pursuant to Section 913 of Dodd-Frank 
related to fiduciary standards of 
investment advisors, brokers, or 
dealers.” 

 
Representative Maxine Waters (D-CA) offered 
the following amendments that were not 
adopted by the House: (1) to increase the SEC 
budget by $300 million; (2) to permit the SEC 
to collect fees to be used for examinations and 
oversight of investment advisers; and (3) to 
allow the CFPB to remain an independent 
agency for appropriations purposes. The Senate 
has not yet taken action on a financial services 
spending bill. 
 
The Administration issued a Statement of 
Administration Policy on July 14 opposing this 
legislation, stating the bill “impedes 
implementation of the Affordable Care Act, 
undermines critical components of Wall Street 
reform, and fails to provide the resources 
necessary to provide robust taxpayer services 
and improve tax enforcement” and “includes 
ideological and political provisions that are 
beyond the scope of funding legislation.” 
 
House Panel Examines Financial 
Bankruptcy Reform 
 
Key Points: 

 House Panel examines reforms to financial 
institution bankruptcy. 

 
On July 15, the House Judiciary Committee’s 
Regulatory Reform, Commercial and Antitrust 
Law Subcommittee held a hearing entitled 
“The Financial Institution Bankruptcy Act of 

http://www.williamsandjensen.com/
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2014.” The hearing discussed the merits of the 
proposed “Financial Institution Bankruptcy 
Act of 2014”, which would modify Chapter 11 
of the Bankruptcy Code, to “facilitate the 
resolution of an insolvent financial institution 
in bankruptcy.” 
 
Full Committee Chairman Bob Goodlatte (R-
VA) in a statement explained that the proposed 
legislation incorporates the single point of entry 
(SPOE) approach. He suggested that a growing 
consensus of experts in public and private 
industry view the SPOE approach as the most 
effective and feasible method to resolve a 
financial institution that has a bank holding 
company. Ranking Member Hank Johnson (D-
GA) explained that revisions to the Bankruptcy 
Code are intended to address the next Lehman 
Brothers-like failure. He suggested that banks 
are still “too big for regulation”, “too big to 
jail”, “too big to fail”, and not being held 
accountable for fraud and money laundering. 
Johnson stated it is important to hear from the 
bank regulators on this draft legislation, 
specifically whether the legislation protects 
consumers. He added that his support for the 
proposed legislation depends on whether it 
adequately protects consumers.  
 
House and Senate Committees Receive 
Semiannual Monetary Policy Report  
 
Key Points: 

 House Financial Services Committee and 
Senate Banking Committee hear testimony on 
the Semiannual Monetary Policy Report. 

 Federal Reserve Chair Janet Yellen stated the 
liquidity coverage ratio and the qualified 
residential mortgage (QRM) rule are expected 
to be released soon and a “series of rules” will 
make progress this year.   

 
On July 15 and 16, the Senate Banking 
Committee and the House Financial Services 

Committee, respectively, held hearings on the 
Semiannual Monetary Policy Report of the 
Federal Reserve. In addition to monetary policy 
issues, other topics raised by committee 
members at the hearings included: the need for 
tailored regulations for insurance and the 
Federal Reserve’s expertise in regulating 
insurance; eliminating too big to fail; 
transparency in the systemically important 
financial institution (SIFI) designation process; 
timelines for completion of the Dodd-Frank 
Act (DFA) rulemakings; Federal Reserve 
transparency; broker-dealer access to the 
Federal Reserve’s discount window. 
 
Senate Banking Committee Chairman Tim 
Johnson (D-SD) stated given the “headwinds” 
to more robust recovery he is encouraged by 
the Federal Open Market Committee (FOMC) 
view that monetary policy will remain 
accommodative following the Federal Reserve’s 
completion of the asset purchase program. 
Ranking Member Mike Crapo (R-ID) stated the 
“quadrupling” of the size of the Federal 
Reserve’s balance sheet that has occurred as a 
result of the Federal Reserve’s QE purchases of 
Treasury and agency-backed mortgage-backed 
securities is “worrisome.”  
 
Senator Jeff Merkley (D-OR) asked about DFA 
rulemaking process and the “long list” of issues 
which still need to be finalized. Federal Reserve 
Chair Janet Yellen agreed the process has been 
“frustratingly” slow, but she stated the liquidity 
coverage ratio and QRM are expected soon and 
progress will be made on a number of rules this 
year. Johnson noted the Senate recently passed 
legislation to clarify the ability of the Federal 
Reserve to apply insurance specific regulations 
and asked why passage of this bill is important. 
Yellen stated the Federal Reserve is attempting 
to tailor rules but she noted the Collins 
amendment “poses constraints.” She stated it 
would be helpful to have greater flexibility. 
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 House Financial Services Committee 
Chairman Jeb Hensarling (R-TX) suggested 
that the Federal Reserve’s actions are partially 
responsible for the poor economy and he 
stated additional transparency and oversight,  
such as that provided for in the proposed 
“Federal Reserve Accountability and 
Transparency Act of 2014” (FRAT) (H.R. 
5018), is necessary. Ranking Member Maxine 
Waters (D-CA) suggested that the FRAT Act 
would virtually eliminate the ability of the 
FOMC to manage monetary policy.  
 
Representative Scott Garett (R-NJ) asked about 
extending the discount window to broker-
dealers and the Federal Reserve’s use of its 
emergency authorities (Section 13(3) of the 
Federal Reserve Act). Yellen stated the Federal 
Reserve is barred from extending the discount 
window to an individual firm and is confined to 
the use of broad-based facilities. She suggested 
if there are broad-based disruptions and 
financial instability then the Federal Reserve 
might consider use of 13(3) powers.  
 
When asked whether the insurance industry is 
adequately represented at the Federal Reserve 
and in international negotiations Yellen 
answered that the Federal Reserve has worked 
to increase its insurance expertise. She 
explained that in terms of international 
negotiations the Federal Reserve is participating 
and consulting with the Federal Insurance 
Office and state regulators. She noted that if 
international standards are agreed to the U.S. is 
not compelled to follow those standards unless 
U.S. regulators propose and adopt the rules 
under its rulemaking practices.  
 
Senate Approves Terrorism Risk Insurance 
Legislation, House Consideration Delayed 
 
Key Points: 

 Senate approves Terrorism Risk Insurance 
Act reauthorization, along with amendments 
on Federal Reserve Board membership, risk-
sharing, and insurance broker registration and 
licensing. 

 House consideration of Terrorism Risk 
Insurance reauthorization likely to be delayed 
for months. 

 
On July 17, the Senate approved the 
“Terrorism Risk Insurance Program 
Reauthorization Act of 2014” (S.2244), in a 93-
4 vote. This legislation would extend with some 
modest changes the Terrorism Risk Insurance 
Act (TRIA) until December 21, 2021. TRIA is 
currently set to expire on December 31, 2014. 
In a Statement of Administration Policy issued 
on July 17, the Administration expressed 
support for S. 2244. 
 
The following amendments to the bill were 
adopted: 

 Federal Reserve Board Membership: 
Senator David Vitter’s (R-LA) 
amendment (#3550) would require the 
President to appoint at least one 
member to the Federal Reserve Board 
“with demonstrated primary experience 
working in or supervising community 
banks having less than $10 billion in 
total assets”. 

 Advisory Committee on Risk-
Sharing Mechanisms: Senator Jeff 
Flake’s (R-AZ) amendment (#3551) 
would require the Treasury Secretary to 
establish and appoint a nine member 
advisory committee (“Advisory 
Committee on Risk-Sharing 
Mechanisms”) composed of directors, 
officers, or other employees of insurers, 
reinsurers, or capital market 
participants to “provide advice, 
recommendations, and encouragement 
with respect to the creation and 
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development of the nongovernmental 
risk-sharing mechanisms” so as “to 
voluntarily reinsure terrorism losses 
between and among themselves”. 

 National Association of Registered 
Agents and Brokers: Senator Jon 
Tester’s (D-MT) amendment (#3552) is 
intended to ”provide a mechanism 
through which licensing, continuing 
education, and other nonresident 
insurance producer qualification 
requirements and conditions may be 
adopted and applied on a multi-state 
basis” while maintaining state 
regulation of insurance. 

 
Meanwhile, House Financial Services 
Committee Chairman Jeb Hensarling (R-TX) in 
a statement on July 17 noted he is “still 
committed to getting a bill passed, but it has 
become very clear this week that the process is 
going to take several more months before there 
is a resolution.” The House bill “TRIA Reform 
Act of 2014” (H.R. 4871) was previously 
approved by the House Financial Services 
Committee by a vote of 32-27 on June 20.  
 
House Panel Holds Hearing on Regulatory 
Reform Proposals 
 
Key Points: 

 Several Republican members raised concerns 
with the Department of Justice’s “Operation 
Choke Point.” Representative Al Green (D-
TX) spoke in support of the program. 

 Representative Ed Royce spoke in support of 
legislation to reform the Office of Financial 
Research, pointing to the criticism of the 
agency’s report on the asset management 
industry. 

 
On July 15, the House Financial Services 
Committee’s Financial Institutions and 
Consumer Credit Subcommittee held a hearing 

entitled “Examining Regulatory Relief 
Proposals for Community Financial 
Institutions, Part II.” The hearing focused the 
following legislative proposals: (1) “Regulation 
D Study Act” (H.R. 3240); (2) “American 
Savings Promotion Act” (H.R. 3374); (3) H.R. 
3913, a bill “to amend the Bank Holding 
Company Act of 1956 to require agencies to 
make considerations relating to the promotion 
of efficiency, competition, and capital 
formation before issuing or modifying certain 
regulations”; (4) “Community Bank Mortgage 
Servicing Asset Capital Requirements Study 
Act of 2014” (H.R. 4042); (5) “SAFE Act 
Confidentiality and Privilege Enhancement 
Act” (H.R. 4626); (6) “End Operation Choke 
Point Act of 2014” (H.R. 4986); (7) “Office of 
Financial Research Accountability Act of 2014” 
(H.R. 5037); (8) “Examination and Supervisory 
Privilege Parity Act of 2014” (H.R. 5062); and 
(9) the “Access to Affordable Mortgages Act of 
2014”. 
 
Representatives Sean Duffy (R-WI), Blaine 
Luetkemeyer (R-MO), Westmoreland (R-GA) 
and Barr (R-KY) raised concerns with the 
Department of Justice’s “Operation Choke 
Point,” and expressed support for the “End 
Operation Choke Point Act” (H.R. 4986). 
Representative Al Green (D-TX) spoke in 
support of the program, which he suggested 
has helped regulators combat fraud.  
 
Representative Royce (R-CA) spoke in support 
of H.R. 5037, which he suggested would 
enhance the transparency of the Office of 
Financial Research (OFR). He stated that the 
quality of research put out by the OFR, 
particularly their asset management study, has 
been heavily criticized. He stated that the OFR 
failed to consider the input of SEC staff in 
drafting their asset management study. 
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Senate Panel Holds Hearing on 
Systemically Important Banks 
 
Key Points: 

 Senators Sherrod Brown (D-OH) and Pat 
Toomey (R-PA) expressed opposition to the 
$50 billion asset threshold for designating 
banks as systemically important financial 
institutions. 

 Senator Toomey expressed support for his bill 
to repeal Title II of the Dodd-Frank Act and 
allow large, systemically important financial 
institutions to be resolved through bankruptcy. 

 
On July 16, the Senate Banking Committee’s 
Financial Institutions and Consumer Protection 
Subcommittee held a hearing entitled “What 
Makes a Bank Systemically Important?” 
Chairman Sherrod Brown (D-OH) and 
Ranking Member Pat Toomey (R-PA) 
questioned the appropriateness of the $50 
billion asset threshold for designating a bank as 
a systemically important financial institution 
(SIFI). Brown suggested that none of the three 
regional banks in Ohio which have been 
designated as SIFIs pose a systemic risk to the 
financial system. Toomey stated that the $50 
billion asset threshold for designation fails to 
take bank activities into account. American 
Enterprise Institute Resident Scholar Dr. Paul 
Kupiec stated that the $50 billion threshold for 
designation is too low, but that he is concerned 
about turning the designation process over to 
the judgment of the Financial Stability 
Oversight Council (FSOC). He expressed 
concern with the impact of the enhanced 
prudential standards on designated insurance 
companies. 
 
Toomey said he has major concerns with the 
Title II orderly liquidation authority (OLA), 
including the amount of discretion given to 
regulators, the lack of opportunity for 
reorganization, and the possibility of the use of 

bailout funds. He expressed support for his bill, 
the “Taxpayer Protection and Responsible 
Resolution Act” (S. 1861), which would repeal 
Title II of the DFA and allow large, 
systemically important financial institutions to 
be resolved through bankruptcy. 
 
House Committees Hold Hearings on 
Operation Choke Point 
 
Key Points: 

 Multiple House Republicans express 
opposition to Operation Choke Point, while 
several Democratic Members defend it as an 
important consumer protection program. 

 Representative Luetkemeyer has introduced 
H.R. 4986, the “End Operation Choke 
Point Act.” 

 
On July 15 and July 17, respectively, the House 
Financial Services Committee’s Oversight and 
Investigations Subcommittee, and the House 
Judiciary Committee’s Regulatory Reform, 
Commercial and Antitrust Law Subcommittee 
held hearings on the Department of Justice’s 
(DOJ) Operation Choke Point. Several House 
Republicans, including House Judiciary 
Chairman Bob Goodlatte (R-VA) and 
Representatives Patrick McHenry (R-NC), 
Blaine Luetkemeyer (R-MO), Spencer Bachus 
(R-AL), and Darrell Issa (R-CA), spoke in 
opposition to Operation Choke Point. They 
suggested that Operation Choke Point has 
pushed legitimate businesses out of the banking 
system without due process. Goodlatte and 
McHenry raised questions about the DOJ’s 
legal authority to engage in such a program. 
Luetkemeyer noted that he has introduced H.R. 
4986, the “End Operation Choke Point Act.”   
 
House Financial Services Committee Ranking 
Member Maxine Waters (D-CA), and 
Representatives Al Green (D-TX) and Hank 
Johnson (D-GA) defended Operation Choke 
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Point as an important consumer protection 
program. Department of Justice Civil Division 
Assistant Attorney General Stuart F. Delery 
stated that the DOJ expects that Operation 
Choke Point will have a deterrent effect against 
fraud. 
 
Upcoming Hearings and Events 
July 22 
Economic Community Development: The 
Senate Banking Committee’s Subcommittee on 
Housing, Transportation, and Community 
Development will hold a hearing entitled, 
“Building Economically Resilient Communities: 
Local and Regional Approaches.” Witnesses to 
testify include: Steven Fulop, Mayor, City of 
Jersey City; Joseph Calabrese, Chief Executive 
Officer and General Manager, Greater 
Cleveland Regional Transit Authority; and Lee 
Gibson, Executive Director, Regional 
Transportation Commission of Washoe 
County.  
 
July 23 
Flood Insurance: The Senate Appropriations 
Committee’s Homeland Security Subcommittee 
will hold a hearing entitled: “Insuring our 
Future: Building a Flood Insurance Program 
We Can Live With, Grow With, and Prosper 
With” “to hold FEMA accountable for 
implementing the Homeowner Flood 
Insurance Act”, including guidance for 
insurance companies in calculating and 
processing refunds. Witnesses to testify include: 
Robert Menendez, United State Senator, New 
Jersey; Craig Fugate, Administrator, Federal 
Emergency Management Agency; Chad 
Berginnis, Executive Director, Association of 
State Floodplain Managers; Patricia Templeton-
Jones, Property Casualty Insurers Association 
of America; Executive Vice President and 
Chief Operating Officer, Wright National 
Flood Insurance Company; and Donna Smith, 
Chairman, National Association of Realtors 

Flood Insurance Taskforce; Broker in Charge, 
Berkshire Hathaway Home Services, C. Dan 
Joyner Realtors. 
 
FDIC and Community Banking: The 
FDIC’s Advisory Committee on Community 
Banking, which “provides advice and 
recommendations on a broad range of policy 
issues that have particular impact on small 
community banks’ will hold a meeting 
regarding “a discussion of current issues 
affecting community banking.” 
 
SEC Money Market Fund Rules: The 
Securities and Exchange Commission (SEC) 
will hold an open meeting to consider whether 
to: adopt rules governing “the operation of 
money market funds” and “Form PF under the 
Investment Advisers Act of 1940”; and “issue a 
related notice of proposed exemptive relief.” 
The SEC is also to consider re-proposing 
amendments related to the operation of money 
market funds to “address provisions that 
reference credit ratings” and “propose an 
amendment to the diversification provisions in 
that rule.” 
 
Impact of Dodd-Frank Act: The House 
Financial Services Committee will hold a 
hearing entitled “Assessing the Impact of the 
Dodd-Frank Act Four Years Later”. 
 
July 24 
OFR Advisory Meeting: The Financial 
Research Advisory Committee (FRAC) of the 
Treasury’s Office of Financial Research (OFR) 
will hold a meeting on: “OFR progress on prior 
Committee recommendations,” “current 
activities of the OFR,” “Subcommittee reports 
to the Committee,” and “Committee 
recommendations.”  
 
FEMA Efficiency: The Senate Committee on 
Homeland Security and Governmental Affairs’ 
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Subcommittee on Emergency Management, 
Intergovernmental Relations, and the District 
of Columbia will hold a hearing entitled: “The 
Path to Efficiency: Making FEMA More 
Effective for Streamlined Disaster Operations”. 
Witnesses to testify include: John Roth, 
Inspector General, Department of Homeland 
Security; Joseph Nimmich, Federal Emergency 
Management Agency, Department of 
Homeland Security; Christopher Currie, 
Emergency Management and National 
Preparedness Issues, Government 
Accountability Office; and Dr. Daniel Sutter, 
Professor of Economics, Troy University. 
 
SEC Oversight: The House Financial Services 
Committee’s Subcommittee on Capital Markets 
and Government Sponsored Enterprises will 
hold a hearing entitled “Oversight of the SEC’s 
Division of Corporation Finance”. 
 
Hearing on FEMA Nomination: The Senate 
Committee on Homeland Security and 
Governmental Affairs will hold a hearing on 
the nomination of Joseph Nimmich to be 
Deputy Administrator, Federal Emergency 
Management Agency, Department of 
Homeland Security. 
 
For more information about financial services issues you 
may email or call Joel Oswald at 202-659-8201. Eric 
Robins, Rebecca Konst, and Alex Barcham contributed 
to the articles. 
 
ENERGY AND ENVIRONMENT  
 
Upton Outlines Energy Policy Priorities at 
EIA Conference  
 
Key Points: 

  House Energy and Commerce Committee 
Chairman Fred Upton (R-MI) addressed the 
Energy Information Administration’s annual 
Energy Conference on July 15.  

 He described “five pillars” that would allow 
the U.S. to take advantage of abundant energy 
resources.  

 During the question and answer period Upton 
expressed his doubts that the Obama 
Administration would ever approve the 
Keystone XL Pipeline.     

 
On July 14-15, the Energy Information 
Administration (EIA) held its 2014 Energy 
Conference. House Energy and Commerce 
Committee Chairman Fred Upton (R-MI) 
delivered closing remarks on July 15. In his 
remarks, Upton focused on the creation of a 
U.S. energy policy that addresses the new era of 
domestic energy abundance.   
 
Upton noted that the U.S. previously operated 
under the belief that oil and gas resources were 
constrained. However, Upton emphasized that 
the U.S. is now domestically producing enough 
oil to meet 84 percent of domestic demand. He 
contended that by creating an “architecture of 
abundance,” based on five pillars, the United 
States can develop a policy to address the 
changing domestic energy landscape. Upton 
identified the five pillars as: Modernizing 
Infrastructure; Maintaining Diverse Electricity 
Generation; Permitting a Manufacturing 
Renaissance; Harnessing Energy Efficiency and 
Innovation; and Unleashing Energy 
Diplomacy.   
 
Upton stated that the first pillar of the 
architecture is modernizing infrastructure to 
improve energy transmission and distribution. 
He noted that Congress has considered 
targeted changes to certain laws to facilitate 
infrastructure construction and he stressed that 
politics should be taken out of the process for 
siting new projects. Upton emphasized his 
support for the approval of the Keystone XL 
pipeline and noted that the House has passed 
legislation on seven occasions that would 
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approve Keystone, with bipartisan support, 
including from Representatives John Dingell 
(D-MI) and Gene Greene (D-TX).  
 
Upton said the second pillar involves electricity 
generation and he expressed concern about the 
Administration’s efforts to limit coal and 
nuclear power sources. He stressed that all 
resources should compete in the marketplace. 
Upton listed two examples of bills that would 
further this goal: H.R. 3826, which he stated 
would make the Environmental Protection 
Agency (EPA) power plant rules “achievable”; 
and H.R. 2218, which Upton argued would 
create a more sensible state-based regulatory 
system for coal ash disposal.  
 
He contended that permitting for infrastructure 
and manufacturing is the third pillar in the 
architecture and explained that stakeholders 
must have more certainty in order to plan for 
regulatory changes. He noted that the 
“Promoting New Manufacturing Act” (H.R. 
4795), would provide better guidance for 
permitting.  
 
Upton stated that energy innovation and 
efficiency serve as the fourth pillar and called 
energy efficiency efforts “commonsense.” He 
said that H.R. 2126 includes four separate 
energy efficiency measures to improve usage 
without additional costs.  
 
Finally, Upton said that energy diplomacy is the 
fifth pillar and noted that oil and gas are global 
commodities that can be used as diplomatic 
tools and support hundreds of thousands of 
new jobs. He said that the “Domestic 
Prosperity and Global Freedom Act” (H.R. 6), 
which has already passed the House, would 
speed up the approval process for liquefied 
natural gas (LNG) exports. He called for 
expediting the two dozen LNG export 
applications currently pending at the 

Department of Energy (DOE) because “we 
have enough to export.”  
 
Upton acknowledged that the nation’s energy 
infrastructure must be resilient to cyber threats, 
climate concerns and the environment. He 
referenced an article published in The Hill 
which noted that the energy industry is 
vulnerable to cyber-attacks. He also 
acknowledged that climate concerns should be 
“part of the conversation” and noted that 
storms are becoming more damaging and the 
infrastructure must be resilient to climate 
events. However, he stressed that climate 
concerns should not “hamstring our 
economy.” He also noted the need to “build 
safer and more resilient pipelines and 
transmission lines to help respond to weather 
emergencies.”    
 
Upton closed his remarks by calling for the 
House, Senate, and the Obama Administration 
to work together to create the “architecture of 
abundance.” He stated that 2015 will be the 
year to act on these energy policies and noted 
that he will continue to move forward in a 
bipartisan fashion, but acknowledged that if 
Republicans retain the House and take control 
of the Senate new policy opportunities would 
be presented.   
 
During the question and answer period, EIA 
Administrator Adam Sieminski asked Upton 
how best to address the environmental 
challenges presented by increased domestic 
energy production. Upton noted that “we all 
want a clean environment,” and emphasized 
that the U.S. has done a great deal to improve 
air and water quality. He stressed that the U.S. 
needs domestic energy sources to compete with 
the world and provide domestic jobs. He called 
for an “all of the above” energy policy which 
includes renewables, coal, natural gas and 
nuclear energy sources.  
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Sieminski asked Upton for his prediction on 
the outcome of the Keystone XL pipeline 
permitting process. Upton called the process 
“frustrating” and stated that he does not 
believe that President Barack Obama will 
approve Keystone XL. He stressed that there 
are already millions of miles of pipeline built in 
the U.S. and to deny the Keystone pipeline 
“doesn’t make sense.” He expressed concern 
that Canada will eventually send its resources 
somewhere else if the pipeline is not approved 
in the U.S.  
 
Upcoming Hearings and Events 
 
July 21 
Natural Gas Infrastructure: The Department 
of Energy will hold a public meeting, as part of 
the Quadrennial Energy Review process, in 
Pittsburg, Pennsylvania. The meeting will focus 
on “Natural Gas: Transmission, Storage and 
Distribution”. 
 
July 22 
Energy Resources and the Economy: The 
Senate Energy and Natural Resources 
Committee will hold a hearing titled 
“Leveraging America’s Resources as a Revenue 
Generator and Job Creator”.   
 
International Energy and Climate Issues: 
The Senate Foreign Relations Committee’s 
International Development, Assistance, 
Economic Affairs, International Environmental 
Protection and Peace Corps Subcommittee will 
hold a hearing titled “U.S. Security Implications 
of International Energy and Climate Policies 
and Issues”.   
 
July 23 
Greenhouse Gas Regulations for Power 
Plants: The Senate Environment and Public 
Works Committee will hold a hearing on the 

Environmental Protection Agency’s proposed 
rules to limit greenhouse gas emissions from 
existing power plants.   
 
Environmental Regulation: The House 
Energy and Commerce Committee’s 
Environment and the Economy Subcommittee 
will hold a hearing titled “Modernizing the 
Business of Environmental Regulation and 
Protection”.   
 
July 24 
Department of Energy Nomination: The 
Senate Energy and Natural Resources 
Committee will hold a hearing on the 
nomination of Elizabeth Sherwood-Randall to 
be Deputy Secretary of Energy.   
 
State Energy Policies: The House Energy 
and Commerce Committee’s Energy and 
Power Subcommittee will hold a hearing titled 
“Laboratories of Democracy: The Economic 
Impacts of State Energy Policies”.   
 
July 28 
Gas-Electric Coordination: The Department 
of Energy will hold a public meeting, as part of 
the Quadrennial Energy Review process, in 
Denver, Colorado, on “Gas-Electricity 
Interdependence”.    
 
August 5 
Pipeline Cracking Challenges: The Pipeline 
and Hazardous Materials Safety Administration 
will hold a public meeting titled “Managing 
Pipeline Cracking Challenges”. The event will 
“gather and disseminate information on the 
state of the art of crack detection in hazardous 
liquid and natural gas pipelines.” 
 
August 6-7 
Pipeline Safety Research and Development: 
The Pipeline and Hazardous Materials Safety 
Administration will hold a 
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“Government/Industry Pipeline R&D 
Forum”.   
 
August 8 
Energy Infrastructure Constraints: The 
Department of Energy will hold a public 
meeting as part of the Quadrennial Energy 
Review process in Bismarck, North Dakota. 
The meeting will focus on “Infrastructure 
Constraints”.   
 
Energy Transportation: The Department of 
Energy will hold a public meeting, as part of 
the Quadrennial Energy Review process, in 
Chicago, Illinois. The meeting will focus on 
“Rail, Barge, Truck Transportation”.   
 
For more information about energy and environment 
issues you may email or call Frank Vlossak at 202-
659-8201. Jacquelyn Bolen contributed to this report. 
Updates on energy and environment issues are available 
during the week on twitter. 
 
DEFENSE 
 
FY 2015 DOD Appropriations Bill 
 
Key Points: 

 The last of the four authorizing and 
appropriations committees moves its annual 
DOD bill 

 The package is similar to the House FY 
2015 DOD Appropriations Act 

 
This week, the Senate Appropriations 
Committee marked up and reported out the FY 
2015 Department of Defense (DOD) 
Appropriations Act in both subcommittee and 
full committee by voice vote. There were a 
number of DOD’s proposed funding priorities 
that were not granted in the package, including 
not fully funding the Administration’s 
Counterterrorism Partnership Fund (CTPF) 
and funding the A-10, the modernization of the 

USS George Washington, and the purchase of 
EA-18G Growlers.  
 
The summary provided by the Defense 
Subcommittee explained that the bill provides a 
total of “$549.3 billion in base and Overseas 
Contingency Operation funding, compared to 
$572 billion enacted in fiscal year 2014 and 
$550.7 billion in the President’s budget 
request.” The Subcommittee added that “[t]he 
base budget appropriation is $489.6 billion with 
$59.7 billion for OCO of the Departments of 
Defense and State, compared to $85.2 billion 
for DOD OCO enacted for fiscal year 2014.” 
 
The Subcommittee claimed that “[t]he bill 
provides a balanced approach to limit further 
risk to our forces in targeted areas…[and] 
[s]ignificant items include: 

 $1.9 billion for readiness shortfalls, 
including $1 billion for facility 
sustainment, a top service priority that 
was substantially impacted by 
sequestration cuts.  It also includes an 
additional $360 million for depot 
maintenance; 

 $848.7 million for the modernization of 
CVN 73, the USS George Washington; 

 $80 million for the Littoral Combat 
Ship (LCS) program for long-lead parts 
to purchase the final ship of the block 
buy next year, at this year’s pricing;    

 $338 million to maintain the A-10 fleet.  
The bill also contains $31 million to 
continue operations of the full fleet of 
31 E-3 AWACs radar aircraft; 

 $1.3 billion to purchase 12 EA-18G 
Growlers, including $100 million to 
support the current production line; 

 Procurement of 34 F-35 Joint Strike 
Fighters, the same as the President’s 
budget request;  

 $125 million for an additional 
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competitive space launch; 

 Stabilizing the ground vehicle industrial 
base by adding $75 million for the 
Improved Recovery Vehicle, $37 
million for the Bradley Fighting 
Vehicle, $120 million for the Abrams 
tank and $61 million for Stryker vehicle 
development and production; and 

 Supporting the Israeli Government 
request for $621.6 million for Israeli 
missile defense programs, including 
$351 million for Iron Dome. 

 
The package would provide funding thusly with 
the House passed figures from H.R. 4870 in 
parenthesis: 

 Military Personnel $128.4 billion 
($128.1 billion) 

 Operation and Maintenance $165.8 
billion ($164.6 billion) 

 Procurement $91.4 billion ($91.2 
billion) 

 Research, Development, Test and 
Evaluation $62.6 billion ($63.4 billion) 

 
The Subcommittee provided the following 
breakdown for the $58.3 billion for DOD 
OCO: 

 $2.9 billion for cooperative 
counterterrorism programs, to include 
expanded engagement with countries 
such as Jordan, Yemen and Libya over 
the next two years.  Of the funds made 
available, $1.9 billion is provided in the 
new Counterterrorism Partnerships 
Fund to be carried out within existing 
authorized programs, and provides 
revised annual caps on 
counterterrorism assistance.  An 
additional $1 billion is provided in the 
traditional operation and maintenance 
account for operations and partnership 
activities in 2015; 

 Authorizes a DOD-led program to 
train and equip vetted elements of the 
Syrian opposition; 

 $1 billion for the European 
Reassurance Initiative, part of the 
President’s OCO request to support the 
rotation of the U.S. Armed Forces 
through Europe and to increase train 
and equip programs for European 
countries.  The bill requires that not 
less than $30 million be spent in 
support of Baltic nations, and not less 
than $75 million in support of Ukraine, 
both of which are substantial increases 
to current plans; 

 $4.1 billion for the training and 
sustainment of Afghanistan’s security 
forces; 

 $250 million to dispose of unexploded 
ordinance on U.S. bases in Afghanistan 
over the next two years, which will 
ensure that all remaining U.S. bases will 
be cleared of explosives prior to their 
transition to Afghani control; 

 $1 billion for the National Guard and 
Reserve Equipment Account; and 

 Carries $1.4 billion for Department of 
State and $46 million for DOD – 
Military Construction OCO. 

 
Committee Considers OCO Request 
 
Key Points: 

 The House Armed Services Committee 
questions senior DOD officials on the OCO 
request and take issue with the lack of detail 
provided concerning new programs 

 
On July 16, the House Armed Services 
Committee held a hearing titled “Fiscal Year 
2015 OCO Budget Request.” The Committee 
discussed the 2015 budget for the Overseas 
Contingency Operations (OCO), specifically 
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focusing on two new programs added to the 
budget, the European Reassurance Initiative 
(ERI) and the Counterterrorism Partnership 
Fund (CTPF). Many Representatives expressed 
concern with the lack of specificity written into 
the parameters of the CTPF. 
 

Chairman Buck McKeon (R-CA) stated that 
the OCO budget request has little detail and 
contains new provisions Congress first learned 
of from the press. He expressed concern that 
the OCO request contains a reduction based 
on the reduction of troops in Afghanistan, 
noting that contingency responsibilities do not 
stop with Afghanistan. He said he understands 
that sequestration continues to be a burden on 
the Department of Defense (DOD). He 
pointed to the President’s $5 billion CTPF, 
saying the President’s approach lacks detail and 
is too broad in scope. 
 
Ranking Member Adam Smith (D-WA) said 
the original purpose of this budget was to fund 
the wars in Iraq and Afghanistan and expressed 
support for residual troop levels in that area. 
He expressed a desire to know more about 
what the ERI and CTPF entail. He expressed 
support for increased funding in Syria. He 
noted that a substantial portion of this OCO 
request is not related to the war in Afghanistan. 
He said he opposes sequestration for the DOD 
and all for other discretionary spending, such as 
education. He asserted Congress needs greater 
justification for OCO spending and called for 
elimination of sequestration.  
 
Deputy Secretary of Defense Robert Work 
stated the current OCO request is one third 
less than last year’s request. He explained that it 
reflects a continued downward trajectory of 
spending as the war in Afghanistan ends. He 
noted that continued repair and replacement of 
equipment is required. He stated the requested 
funds would provide funding for Operation 

Enduring Freedom in Afghanistan. He 
explained that costs in the Middle Eastern 
region remain substantial, even after the end of 
the war in Afghanistan. He pointed to ongoing 
counterterrorism efforts as well as the 
significant cost of closing down combat 
facilities in Afghanistan. He stressed that the 
funding will help the military “repair and reset” 
after more than a decade of fighting. He 
observed the need for equipment reset will 
continue beyond 2014. He noted that the OCO 
request provides funding for supporting the 
Afghan security forces so that they can 
continue to assume full responsibility across 
Afghanistan. He pointed to funding for the 
CTPF in the Middle East and the horn of 
Africa. He explained that the ERI calls for 
greater deployment of troops to Eastern 
Europe after the recent developments in 
Crimea and Ukraine. He stressed that the 
requested OCO funds will support U.S. troops 
and fund initiatives that are important to 
national security.  
 
Marine Corps Commandant Confirmation 
Hearing 
 
Key Points: 

 ISAF Commander General Dunford 
discusses state of operations security conditions 
in Afghanistan 

 
On July 17, the Senate Armed Services 
Committee held a hearing to consider the 
nomination of International Security Assistance 
Force/United States Forces-Afghanistan 
Commander General Joseph Dunford, Jr. for 
reappointment to the grade of General and to 
be Commandant of the Marine Corps. 
 
Chairman Carl Levin (D-MI) asked Dunford 
whether “the Afghan army performing well.” 
Dunford responded that “they are performing 
well…and since what we described as 
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milestone 2013 last June when they assumed 
responsibility across the country, the only 
unilateral operations that the coalition forces 
have conducted are for our own security and 
retrograde and redeployment operations.” He 
claimed that “[i]n 2012, we had over 140,000 
coalition forces on the ground that included 
100,000 Americans…[and] [t]oday, there are 
40,000 coalition forces, of which 30,000 are 
Americans.” Dunford asserted that “in those 
two years, the security environment has actually 
slightly improved since 2012.” Levin asked 
“relative to the size of the U.S. 
counterterrorism mission in Afghanistan after 
2014, what is your recommendation about the 
size of the counterterrorism mission.” Dunford 
responded that “of the 9,800 U.S. forces, 
approximately 1,000 would be dedicated solely 
to the counterterrorism mission…[b]ut there 
would be a total of 2,000 special operations 
forces that are there, some of those working 
with the Afghan special operations forces who 
would also be participating in counterterrorism 
operations.” 
 
Ranking Member James Inhofe (R-OK) asked 
“what all has been done in, your opinion, to 
make sure that…we don’t have a repeat of that 
tragedy that took place in Iraq.” Dunford 
stated that “I think the biggest difference is we 
have an opportunity to do a transition in 
Afghanistan, a proper transition that will allow 
us to achieve our end-state…[and] [i]n Iraq, we 
withdrew with the associated consequences.” 
Inhofe said that “[t]here’s been a lot of 
discussion on the 38 amphibious ships, and 
dropping that number down to 33.” Dunford 
stated that “what I do know is that on a day-to-
day basis, the combatant commanders’ 
requirements for amphibious ships greatly 
exceed the inventory…[and] [t]he Chief of 
Naval Operations, the Secretary of the Navy, 
and the Commandant, a few years ago 
concluded that 38 was the requirement.” 

 
Senator Jack Reed (D-RI) asked Dunford to 
discuss “the decision points and the flexibility 
we have to make adjustments with respect to 
our presence in Afghanistan, assuming of 
course that the Status of Forces Agreement will 
be signed.” Dunford answered that “[t]he plan 
that we have right now would not begin to 
draw [9,800 U.S. troops] down until the end of 
the fighting season in 2015.” He added that 
“the first opportunity to change, make 
adjustments as you describe them, would be in 
the fall of 2015, where you can affect change in 
the projected numbers in 2016.” Senator John 
McCain (R-AZ) asked whether Dunford “or 
any other senior military leader personally 
recommend the policy of everybody out by 
2017, no matter what.” Dunford responded no. 
McCain asked whether Dunford or any 
“ranking military officer that you know 
recommended a hard date for everybody out of 
Afghanistan.” Dunford stated that “[n]one that 
I know of, Senator…and I think we still plan to 
have, as you know, some presence after 2017.” 
 
F-35 Cleared for Limited Flights 
 
Key Points: 

 DOD sets restrictions on F-35 flights pending 
results of root cause investigation 

 Undersecretary Kendall states that the incident 
is isolated and unlikely to affect other engines 

 
This week, the Department of Defense (DOD) 
cleared the F-35 Joint Strike Fighter to resume 
limited flights while the investigation continues 
into the root cause of the fire that apparently 
began in an F-35A’s Pratt & Whitney F135 
engine. The DOD’s Press Secretary Rear 
Admiral John Kirby stated that “the 
airworthiness authorities for the U.S. Navy and 
Air Force approved the F-35 to return to 
flight…[and] [t]his is a limited flight clearance 
that includes an engine inspection regimen and 

http://www.williamsandjensen.com/


Williams & Jensen – Washington Update July 18, 2014 
   

  
 

 
Williams & Jensen, PLLC 

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

www.williamsandjensen.com 
 

Page 18 of 28 

a restricted flight envelope, which will remain 
in effect until the root cause of the June 23rd 
engine mishap is identified and corrected.” 
However, the F-35 was not cleared to appear at 
the Farnborough International Airshow in the 
United Kingdom, which was to be the fifth-
generation fighter’s first appearance at an 
international airshow.    
 
Earlier in the week, Undersecretary of Defense 
for Acquisitions, Technology, and Logistics 
Frank Kendall III indicated that the engine fire 
was caused by a fan blade rubbing against an 
engine part. Yet, Kendall stated that “[t]here is 
a growing body of evidence that this is not a 
systemic, major design problem, that the 
problem is a manageable problem.” He added 
that “[w]e have not found a similar problem on 
any of the other engines that are in service, so 
that’s encouraging” and said that “[a]t this stage 
in the game, I do not see this as any kind of 
major setback.” 
 
$11 Billion Arms Deal with Qatar Signed 
 
Key Points: 

 Secretary of Defense inks arms deal with 
Qatar for helicopters and missiles that could be 
worth $11 billion 

 This arms deals is the most recent in a string 
of packages for U.S. allies in the Persian Gulf 

 
On July 14, Secretary of Defense Chuck Hagel 
signed letters of offer and acceptance with 
Qatar’s Minister of State for Defense Affairs 
Hamad bin Ali al-Attiyah for a package of arms 
that could be worth as much as $11 billion. If 
completed, U.S. arms manufacturers could sell 
Qatar 24 Apache helicopters, Javelin anti-tank 
missiles, and 247 PAC-3 and 117 GEM-T 
Patriot missiles. However, the Defense Security 
Cooperation Agency has not notified Congress 
of a possible Foreign Military Sale, a necessary 
step before a sale takes place.  

 
The arms deals follow a December 2013 
renewal of the U.S.-Qatar Defense 
Cooperation Agreement, which according to a 
Pentagon spokesperson “promotes cooperation 
and is a testament to the longstanding security 
partnership enjoyed by the United States and 
Qatar.” Qatar is also looking to replace its 
fighter fleet and is said to be considering BAE’s 
Eurofighter Typhoon, Dassault’s Rafale, and 
Boeing’s F/A-18 E/F Super Hornets and the 
F-15 Eagle.  
 
The Obama Administration has stepped up 
diplomatic efforts to the member nations of 
the Gulf Cooperation Council (GCC) in order 
to counter Iran’s influence in the region. A 
significant part of these efforts have been arms 
deals with partner-nations in the region, 
including Qatar and Saudi Arabia. In December 
2013, the Obama Administration issued a 
Presidential Determination finding “that the 
furnishing of defense articles and defense 
services to the Gulf Cooperation Council will 
strengthen the security of the United States and 
promote world peace.” According to the 
Center for Strategic and International Studies, 
the U.S. defense industry delivered $9.4 billion 
worth of arms to GCC nations between 2008 
and 2011.  
 
Upcoming Hearings and Events 
 
July 23 
Missile Defense: The House Armed Services 
Committee will hold a hearing to discuss the 
nation’s missile defenses. 
 
Iraq: The House Foreign Affairs Committee 
will hold a hearing to discuss the threat of 
terrorism in Iraq. 
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Terrorist Threats: The House Homeland 
Security Committee will hold a hearing to 
discuss the rising terrorist threat. 
 
July 24 
Iraq:  The Senate Foreign Relations 
Committee will hold a hearing to discuss policy 
options in Iraq. 
 
India: The House Foreign Affairs Committee’s 
Asia and the Pacific Subcommittee will hold a 
hearing to discuss U.S.-India relations. 
 
Terrorist Travel Deterrence: The House 
Homeland Security Committee will hold a 
hearing to discuss efforts to deter terrorist 
travel. 
 
Terrorist Threats in Latin America: The 
House Homeland Security Committee’s 
Oversight and Management Efficiency 
Subcommittee will hold a hearing to discuss 
terrorist threats in Latin America. 
 
July 25 
Amphibious Fleet Requirements: The 
House Armed Services Committee will hold a 
hearing to discuss amphibious fleet 
requirements. 
 
July 29 
Nuclear Threats: The House Homeland 
Security Committee’s Cybersecurity, 
Infrastructure Protection, and Security 
Technologies Subcommittee will hold a hearing 
on nuclear and radiological threats. 
 
July 30 
North Korea: The House Foreign Affairs 
Committee’s Asia and the Pacific 
Subcommittee will hold a hearing to discuss 
policy regarding North Korea. 
 

For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH 
 
Senate Panels Convene Hearings Focused 
on Safety and Unmet Needs of Patients 
 
Key Points 

 Senate Finance Committee holds hearing on 
chronic illness and unmet patient needs 

 Senate HELP Subcommittee examines 
preventable deaths and improving patient safety 

 
On July 15, the Senate Finance Committee held 
a hearing entitled, “Chronic Illness: Addressing 
Patients’ Unmet Needs.” Members and 
witnesses discussed treatment of specific 
diseases, such as Alzheimer’s and also focused 
on coordinated care and the role of health 
information technologies. Senate Finance 
Chairman Ron Wyden (D-OR) remarked that 
healthcare is dominated by chronic conditions 
such as cancer, diabetes, and heart disease and 
that these treatments have become a major 
driver of costs. He emphasized the need for 
improved coordination of care and better use 
of health technology to provide care. He said 
that this hearing is the beginning of a bipartisan 
effort to address healthcare issues that are not 
being adequately addressed.   
 
Senate Finance Ranking Member Orrin Hatch 
(R-UT) said that Medicare’s fee-for-service 
regime creates silos rather than high-quality 
coordinated care and communication between 
healthcare providers is lacking. He noted 
patients with chronic conditions see an average 
of 13 physicians and often receive repeat tests 
and inconsistent instructions. He said the 
Centers for Medicare and Medicaid Services 
(CMS) has tried numerous demonstration 
programs to improve coordinated care for 
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patients with only mixed results. He expressed 
concern there is no definitive data that 
Affordable Care Organizations (ACOs) have 
shown any improvements in quality. He noted 
the Administration has instructed the Center 
for Medicare and Medicaid Innovation (CMMI) 
to conduct research on improving coordinated 
care. He called for finding ways to provide a 
higher quality of care at lower costs and 
expressed support for transparent discussions 
with all stakeholders.    
 
Witnesses at the hearing highlighted the lack of 
coordination of care, and discussed possible 
improvements to the Medicare program.   
 
Meanwhile, the Senate Health, Education, 
Labor, and Pensions (HELP) Committee 
convened a hearing to examine preventable 
deaths and the need to improve patient safety. 
Members and witnesses discussed preventable 
medical errors, which cause the death of as 
many as 440,000 people annually. Also cited 
was a report from the Centers for Disease 
Control and Prevention (CDC) that found one 
in five patients acquire an infection while in the 
hospital. Chairman Bernie Sanders (I-VT) and 
Senator Sheldon Whitehouse (D-RI) both 
discussed the need to implement reforms that 
reduce these infections.  
 
House Committee Continues Work on 21st 
Century Cures 
 
Key Points 

 House Energy and Commerce Subcommittees 
examines role of technology in developing and 
deploying cures 

 Health Subcommittee announces hearing on 
evidence development and communication of 
information on treatments and cures; 
Committee will host roundtable next week on 
the topic of personalized medicine 

 
On July 17, the House Energy and Commerce 
Committee’s Communications and Technology 
and Health Subcommittees held a joint hearing 
entitled, “21st Century Technology for 21st 
Century Cures.” Members and witnesses 
discussed a variety of topics at the hearing, 
including health mobile applications, cloud 
computing and data storage, telehealth, and 
incentives to invest in health information 
technology (IT.)  
 
Committee leaders in both parties highlighted 
the role of innovation and technology in 
improving patient outcomes and stressed the 
need to foster this innovation while complying 
with privacy laws. A number of witnesses 
testifying at the hearing cited interoperability as 
a barrier that has slowed health information 
technology advancement.  
 
Meanwhile, the Committee noticed two more 
21st Century Cures events for next week: a 
Health Subcommittee hearing entitled, “21st 
Century Cures: Examining Barriers to Ongoing 
Evidence Development and Communication,” 
and a roundtable to discuss personalized 
medicine, which specifically aims to explore 
“how genomic sequencing and diagnostic 
testing, as well as the regulation of these 
continually evolving areas, affects innovative 
product development and delivery.”  
 
Upcoming Hearings and Meetings 
 
July 21 
Alcohol Use Disorder Treatment: The 
Friends of the National Institute on Alcohol 
Abuse and Alcoholism panel discussion on new 
findings on the treatment of alcohol use 
disorders, focusing on medications and brief 
behavioral interventions in primary care. 
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Health Provider Networks: The Alliance for 
Health Reform discussion on health provider 
networks, cost and access, as well as recent 
regulatory and policy developments. 
 
July 22 
21st Century Cures: The Health 
Subcommittee of House Energy and 
Commerce Committee will hold a hearing titled 
"Examining Barriers to Ongoing Evidence 
Development and Communication”  
 
Black Lung: The Employment and Workplace 
Safety Subcommittee of Senate Health, 
Education, Labor and Pensions Committee 
hearing titled "Coal Miners' Struggle for Justice: 
How Unethical Legal and Medical Practices 
Stack the Deck Against Black Lung Claimants." 
 
July 23 
ACA Tax Credits: The House Ways & Means 
Subcommittee on Oversight will hold a hearing 
on “The Integrity of the Affordable Care Act’s 
Premium Tax Credit”.  
 
Health Legislation Markup: The Senate 
Health, Education, Labor and Pensions 
Committee hearing on health and income 
security bills, including: S 315 — A bill to 
reauthorize and extend the Paul D. Wellstone 
Muscular Dystrophy Community Assistance, 
Research, and Education Amendments of 
2008; S 2154 — Emergency Medical Services 
for Children Reauthorization Act; S 531 — A 
bill to provide for the publication by the 
secretary of Health and Human Services of 
physical activity guidelines for Americans; S 
2405 — Trauma Systems and Regionalization 
of Emergency Care Reauthorization Act; S 
2406 — Improving Trauma Care Act; S 2539 
— Traumatic Brain Injury Reauthorization Act. 
 
21st Century Cures – Personalized Medicine 
Roundtable: The House Energy and 

Commerce Committee will host a roundtable 
discussion to examine how personalized 
medicine and advances in science and 
technology can change the landscape of 
healthcare in the 21st Century. 
 
July 24 
Medicare Advantage: The House Ways & 
Means Subcommittee on Health will hold a 
hearing to examine the future of Medicare 
Advantage health plans.  
 
For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
TRANSPORTATION AND 
INFRASTRUCTURE  
 
Panel Examines GM Recall 
 
Key Points: 

 Senate subcommittee follows up with General 
Motors on ignition recall and discusses 
compensation fund  

 
On July 17, the Senate Commerce, Science, and 
Transportation Committee’s Consumer 
Protection, Product Safety and Insurance 
Subcommittee held a hearing titled “Examining 
Accountability and Corporate Culture in Wake 
of the GM Recalls.” Subcommittee Chairman 
Claire McCaskill (D-MO) stated that “[t]he 
Valukas report I have spent some time 
with…[and] I find it thorough and damming.” 
She said that “[t]here was indifference, 
incompetence and deceit among engineers in 
positions of important responsibility…[a]nd 
second, it is very clear that the culture of 
lawyering up and Whac-A-Mole to minimize 
liability in individual lawsuits killed innocent 
customers of General Motors.” McCaskill 
stated that “I have many questions about the 
failures of the legal department today” and 
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expressed interest “in hearing from Feinberg 
Rozen, LLP Founder and Managing Partner 
Kenneth R. Feinberg, who has been asked to 
put together a plan to compensate those who 
have suffered from these management 
failures.” She said that “I’m even more 
interested today in understanding how in the 
aftermath of this report, how in the world in 
the aftermath of this report, did Michael 
Millikin keep his job.” 
 
Subcommittee Ranking Member Dean Heller 
(R-NV) stated that “[i]f -- and this is a big if -- 
after a few crashes, General Motors was able to 
understand the ignition switch problem, many 
more lives could have been saved…[b]ut as the 
Valukas report points out, group after group, 
committee after committee within GM failed to 
take action or acted too slowly for over a 
decade.” He said that “[t]wo critical factors 
have been identified as reasons for this: first, 
GM failed to understand how its cars were 
built…[because] the official findings pin the 
blame for the delay to recall this car on the fact 
that GM didn’t understand how its own car 
was built.” Heller asserted that “[s]econd, the 
same engineer who approved the original 
ignition switch changed the part in 2006 and 
did not inform any person at GM and did not 
change the part number.” He claimed that 
“[p]eople died and millions more were put at 
risk because GM didn’t understand its own car, 
and one engineer cut corners and then changed 
the torque on the part without telling anybody, 
or again, changing the model number.” 
 
Feinberg Rozen, LLP Founder and Managing 
Partner Kenneth R. Feinberg stated that “[i]t’s 
a bit premature to be talking about this 
program because we do not begin receiving 
claims until August 1st, a few weeks from 
now.” He said that “[w]e are right on 
track…[and] [t]his protocol will form the basis 
for the submission of claims.” Feinberg 

remarked that “[t]his compensation protocol, 
however, is entirely our collective 
responsibility, my responsibility” He asserted 
that “I am optimistic that as the chair pointed 
out in her introductory comments, we will 
compensate the innocent victims of this 
tragedy…[and]  we begin August 1.” Feinberg 
said that “[c]laims can be submitted for the 
next five months, through August 31st -- 
December 31st…[and] [w]e will stay in active 
work into 2015, processing claims that may 
come in late in the year.” 
 
General Motors Chief Executive Officer Mary 
Barra stated that Feinberg “has complete and 
sole discretion over all compensation awards to 
eligible victim…[a]nd [t]here is no cap on this 
program.” She asserted that “[t]he Valukas 
report was only a start, and many changes were 
in motion even before we received the findings 
of the report…[and] I will use the report’s 
findings and recommendation to attack and 
remove the information silos wherever we find 
them, and to create an organization that is 
accountable and focused on customers.” Barra 
said that “I am committed to acting on all of 
the recommendations contained in the 
report….[and] [a]ctions we have already taken 
include elevated safety decision-making to the 
highest levels of the company: I’ve created a 
new position, vice president of global 
safety…[w]e’ve removed 15 employees from 
the company, some for misconduct and 
incompetence, others because they didn't take 
responsibility or act with a sense of urgency.” 
 
General Motors Executive Vice President and 
General Counsel Michael Millikin said that “the 
investigation conducted by Anton Valukas 
revealed the failures behind the ignition recall, 
including failures on the legal staff.” He stated 
that “I first learned about the Cobalt ignition 
switch defect during the first week of February 
of this year…[and] I immediately took action.” 
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Millikin said that “[w]e had lawyers at General 
Motors who did not do their jobs, didn’t do 
what was expected of them, and those lawyers 
are no longer with the company.” He stated 
that “[t]he Valukas report contains detailed 
recommendations for how the legal staff can 
improve and serve an even greater role in 
meeting GM’s commitment to safety…[and] 
I’m assuring the implementation of each and 
every recommendation, and I have made and 
will continue to make other changes to help 
improve. 
 
White House Push on HTF 
 
Key Points: 

 The Obama Administration sought to keep 
attention and pressure on Congress regarding 
the need for HTF funding in the short-term 
and a full surface transportation 
reauthorization in the long-term 

 The Administration announced a new center 
in the DOT to centralize public private 
partnership expertise 

 
While the House passed a bridge for the 
Highway Trust Fund (HTF) this week, the 
Obama Administration sought to keep 
attention on the state of the HTF and to 
advocate for its long-term surface 
transportation reauthorization. President 
Barack Obama and Secretary of Transportation 
Anthony Foxx made a number of appearances 
and remarks on the need for a long-term 
reauthorization and a short-term patch for 
HTF revenue like the bill passed by the House 
this week, the “Highway and Transportation 
Funding Act of 2014” (H.R. 5021), and the 
“Preserving America’s Transit and Highways 
Act.” The White House also released a report 
on the benefits of infrastructure funding and 
the unveiling of a new center within the 
Department of Transportation to help local 

and state governments navigate public private 
financing.   
 
On July 14, the White House released “a new 
report from the Council of Economic Advisers 
(CEA) and National Economic Council (NEC) 
on the long-term economic benefits of 
transportation investment and why conditions 
in the infrastructure sector are ripe for 
innovation, with new technologies and 
approaches promising significant gains in 
productivity, efficiency, and resilience.” 
 
The CEA and NEC claimed that “[t]he 
economic benefits of smart infrastructure 
investment are long-term competitiveness, 
productivity, innovation, lower prices, and 
higher incomes, while infrastructure investment 
also creates many thousands of American jobs 
in the near-term.” The CEA and NEC asserted 
that:  

 Today there are more than 4 million 
miles of road, 600,000 bridges, and 
3,000 transit providers in the U.S. And 
yet, over the past 20 years, total federal, 
state, and local investment in 
transportation has fallen as a share of 
GDP – while population, congestion, 
and maintenance backlogs have 
increased.  

 The U.S. lags behind many of its 
overseas competitors in transportation 
infrastructure investment. In the most 
recent World Economic Forum 
rankings, the U.S. had in less than a 
decade fallen from 7th to 18th overall 
in the quality of our roads.  

 65 percent of America’s major roads 
are rated in less than good condition, 
one in four bridges require significant 
repair or cannot handle today’s traffic, 
and forty five percent of Americans 
lack access to transit.  
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The CEA and NEC stated that “[t]he costs of 
inadequate infrastructure investment are 
exhibited all around us. Americans spend 5.5 
billion hours in traffic each year, costing 
families more than $120 billion in extra fuel 
and lost time.” The CEA and NEC stated that 
“American businesses pay $27 billion a year in 
extra freight transportation costs, increasing 
shipping delays and raising prices on everyday 
products.” The CEA and NEC claimed that 
“[u]nderinvestment impacts safety too…[and] 
[t]here were more than 33,000 traffic fatalities 
last year alone and roadway conditions are a 
significant factor in approximately one-third of 
traffic fatalities.”  
 
On July 17, the White House released a 
“Presidential Memorandum--Expanding 
Public-Private Collaboration on Infrastructure 
Development and Financing” and announced 
the “Build America Investment Initiative.” 
These executive actions are designed to 
centralize and facilitate public partnerships but 
do not entail the availability of any federal 
funds.  
 
In the Presidential Memorandum, the White 
House explained that “[i]t shall be the policy of 
the Federal Government for all executive 
departments and agencies (agencies) to 
encourage awareness and understanding among 
State, local, tribal, and territorial governments, 
and among Federal infrastructure financing 
programs and in the private sector, of the 
diverse opportunities for collaboration in 
developing, maintaining, upgrading, and 
financing infrastructure.” The White House 
added that “[i]t shall also be the policy of the 
Federal Government for all agencies to 
facilitate, as appropriate, greater public and 
private partnership and collaboration, including 
with international investors and companies, to 
develop, improve, and maintain infrastructure 
across the country where and when 

economically and environmentally beneficial 
and in the public interest.” 
 
The White House directed the Department of 
Transportation (DOT) to “establish a center of 
innovative transportation finance (Center) to 
help interested State, local, tribal, and territorial 
governments, and private project sponsors, 
understand, navigate, and use Federal 
transportation infrastructure financing 
programs in order to facilitate the use of 
innovative approaches to finance projects, 
including public private partnerships” within 
120 days. The White House stated that the 
Center “shall develop and make publicly 
available case studies, best practices, analytical 
tools, and other resources to build expertise 
and capacity among State, local, tribal, and 
territorial governments interested in pursuing 
innovative financing techniques and 
approaches in connection with Federal funding, 
a financing program, or otherwise.” 
Additionally, the White House is requiring the 
Center to “provide technical assistance, where 
possible, to ensure public and private project 
sponsors are aware of the environmental 
reviews required for proposed projects and the 
implications of those reviews for project 
planning and delivery.”  
 
The White House also established “an 
Interagency Infrastructure Finance Working 
Group (Working Group), to be co-chaired by 
the Secretaries of the Treasury and 
Transportation.” The White House stated that 
“120 days from the date of this memorandum, 
the Working Group shall report to the 
President with recommendations on how to 
promote awareness and understanding of 
innovative financing at the State, local, tribal, 
and territorial levels and among Federal 
infrastructure financing programs, and increase 
effective public-private collaboration in 
infrastructure development, including the 
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appropriate use of private financing in key 
infrastructure sectors.” The White House 
stated that “[t]hese recommendations shall also 
include an action plan with a timeline and goals 
for a period not less than 2 years from the date 
of the submission of the plan.”  
 
CAP Proposes Gas Tax Increase and New 
Funding Mechanism 
 
Key Points:  

 A left leaning think tank proposes a 
transition to a new funding source for the 
HTF 

 
This week, the Center for American Progress 
(CAP,) a Democratic-leaning think tank, 
released a report titled “Switching from a Gas 
Tax to a Mileage-Based User Fee” that called 
for an increase in the gas tax and the 
implementation of “mileage-based user fee” 
(MBUF) as the means for shoring up the 
Highway Trust Fund.  
 
CAP noted that “[i]n 1956, the gas tax was an 
attractive financing mechanism because it 
generated robust revenues and conformed to 
the principals of sound tax policy—namely, 
that a tax should be feasible, enforceable, user 
friendly, and affordable to administer.” CAP 
asserted that “the gas tax produced needed 
revenues and conformed to the technological 
limitations of its time.” CAP claimed that “the 
same technology constraints do not apply 
today….[and] [i]n fact, one of the biggest 
differences between then and now is the 
development of advanced telecommunication 
and information technologies that enable the 
collection of alternative revenues that were 
unimaginable even a few years ago.” CAP 
stated that “[s]pecifically, new technologies 
allow for drivers to be charged based on the 
number of miles they drive rather than on how 
much fuel they burn.” 

 
CAP claimed that “[d]ramatic improvements in 
vehicle fuel efficiency have eroded the long-
term viability of the gas tax as a primary source 
of transportation revenue.” CAP stated that 
“[r]aising the gas tax will stabilize the trust fund 
and provide transitional revenue to serve as a 
bridge to an MBUF system.” CAP noted that 
“[e]ach penny in gas tax generates 
approximately $1.7 billion in annual 
revenue…[and] [c]urrent gas and diesel taxes 
produce approximately $37 billion in 
revenue—roughly $15 billion less than what is 
needed to sustain federal surface transportation 
programs at their current levels.” CAP 
contended that “[a] 15-cent increase would 
generate $25.5 billion in new revenue…[and] 
[t]his increase would not only cover the 
shortfall but would also allow for some 
programmatic growth in future years as the 
system changes over to a mileage fee.” 
 
CAP conceded that “[t]ransitioning to a 
mileage fee will require time…[h]owever, the 
fiscal cliff facing transportation is only a few 
months away.” CAP asserted that “[t]he trust 
fund needs immediate revenue to provide 
stability while a mileage system scales 
up…[and] Congress should therefore take the 
following steps: 

 Raise the gas tax by 15 cents per gallon 
with an equivalent percentage increase 
on diesel in order to provide time for a 
transition to an MBUF. 

 Authorize $100 million to fund state-
based demonstration projects in 10 to 
15 states to test different VMT 
technology platforms, administrative 
approaches, and privacy protocols. 

 Establish a surface transportation 
revenue office within the Office of the 
Secretary of Transportation to facilitate 
demonstration projects, provide 
technical assistance, share best 

http://www.williamsandjensen.com/
http://www.americanprogress.org/issues/tax-reform/report/2014/07/11/93657/switching-from-a-gas-tax-to-a-mileage-based-user-fee/


Williams & Jensen – Washington Update July 18, 2014 
   

  
 

 
Williams & Jensen, PLLC 

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

www.williamsandjensen.com 
 

Page 26 of 28 

practices, and fund independent 
research on privacy standards for 
vehicle data.” 

 
Upcoming Hearings and Events 
 
July 23 
Domestic Aviation: The House 
Transportation and Infrastructure Committee’s 
Aviation Subcommittee will hold a hearing 
titled “Domestic Aviation Manufacturing: 
Challenges and Opportunities.” 
 
The Arctic: The House Transportation and 
Infrastructure Committee’s Coast Guard and 
Maritime Transportation Subcommittee will 
hold a hearing titled “Implementing U.S. Policy 
in the Arctic.” 
 
Markup: The Senate Commerce, Science & 
Transportation Committee will hold a markup 
of several bills. 
 
July 24 
EPA Water Quality Investments: The House 
Transportation & Infrastructure Committee 
will hold a hearing to discuss planning and 
permitting of EPA water quality investments. 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201.  
 
TECHNOLOGY 
 
Cybercrime Hearing 
 
Key Points: 

 Senate Judiciary Subcommittee focused on the 
problems posed by the use of botnets by 
international criminals and how the 
Administration and private sector can fight 
back 

 

On July 15, the Senate Judiciary Committee’s 
Crime and Terrorism Subcommittee held a 
hearing titled “Taking Down Botnets: Public 
and Private Efforts to Disrupt and Dismantle 
Cybercriminal Networks.” Chairman Sheldon 
Whitehouse (D-RI) pointed to the danger this 
poses to individuals’ personal information and 
privacy. He noted when a criminal tires of a 
botnet, he can sell it. He stressed that botnets 
do not just pose a financial threat but also to 
national security. He explained that the effort 
to combat botnets has been conducted through 
the courts, pointing to the FBI’s successful 
takedown of the Coreflood botnet. He 
mentioned Microsoft’s recent cooperation with 
law enforcement to takedown the Citadel 
botnet. He emphasized the importance of the 
private sector’s help to law enforcement in 
taking down botnets. He acknowledged that 
enforcement is just one part of the solution, 
along with “basic hygiene.” He contended 
Congress cannot and should not dictate 
strategies for fighting botnets but said Congress 
can ensure that there is a strong network of 
laws in place for enforcement. He encouraged 
an innovative response to a threat that is 
constantly evolving.  
 
Ranking Member Lindsey Graham (R-SC) 
pointed to the example of the recent theft of 
millions of social security numbers from South 
Carolina’s Department of Revenue. He said if it 
happened in South Carolina, it can happen 
anywhere in America.  
 
Department of Justice (DOJ) Criminal Division 
Assistant Attorney General Leslie Caldwell said 
the threat from botnets has increased 
dramatically over the past several years. She 
noted that these attacks are intended to 
undermine privacy and security and to steal 
from unsuspecting victims. She pointed to the 
example of the recent takedown of the 
Gameover Zeus botnet. She noted the effort 
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began with an international investigation but 
was carried out through cooperation with 
private sector partners. She asserted that laws 
and resources must keep pace with constantly 
adapting adversaries. She also called for greater 
resources to allow the DOJ to hire more 
attorneys.  
 
Federal Bureau of Investigation (FBI) Cyber 
Division Assistant Director Joseph Demarest, 
Jr., observed that botnet attacks impact banks, 
universities, private citizens and businesses. He 
estimated that botnets have caused over $9 
million in losses in the United States. He noted 
that the FBI, in partnership with the private 
sector, has had great success in taking down 
botnets but stressed that the work is not done. 
He explained that a holistic strategy involves a 
look at the entire system. He pointed to 
Operation Clean Slate, a comprehensive public-
private partnership spearheaded by the FBI. He 
mentioned Dell SecureWorks’ critical role in 
the effort to bring down Gameover Zeus. He 
outlined several efforts by the Operation Clean 
Slate team to disrupt various botnets, 
emphasizing the role of private partners such as 
SecureWorks. 
 
Senators Urge FCC To Reclassify 
Broadband Providers 
 
Key Points: 

 Senate Democrats reiterate their position that 
the FCC should use its Title II powers so it 
can re-implement net neutrality rules 

 
Timed to coincide with the closing of the 
comment period for the Federal 
Communications Commission’s (FCC) 
Protecting and Promoting the Open Internet 
Notice of Proposed Rulemaking (NPRM), 
several Senators sent FCC Chairman Tom 
Wheeler a letter, urging the FCC to rely on its 
Title II authority to reclassify broadband 

providers as telecommunication services. They 
argued that doing so would “prevent online 
discrimination” and achieve net neutrality. To 
date, the FCC has received over 1 million 
comments. Senators Ed Markey (D-MA), Al 
Franken (D-MN), Bernie Sanders (I-VT), 
Charles Schumer (D-NY), Ron Wyden (D-
OR), Richard Blumenthal (D-CT), Jeff Merkley 
(D-OR), Elizabeth Warren (D-MA), Sheldon 
Whitehouse (D-R.I.), Ben Cardin (D-MD), 
Kristen Gillibrand (D-NY) and Corey Booker 
(D-NJ) signed the letter.  
 
The Senators claimed that “[w]e must take 
steps to prevent broadband providers from 
creating Internet fast lanes for those who can 
pay, leaving others stuck in traffic.” They 
argued that “[w]e need to prohibit paid 
prioritization, which would leave start-ups and 
small businesses to suffer in a new Internet 
slow lane, harming our economy and job 
growth…[and] [o]ur goal must be to protect 
the openness of the Internet for future 
generations.” The Senators stated that “[w]e 
remain concerned that the Commission’s 
NPRM suggests approaches that could 
undermine the openness of the Internet…[and] 
[b]ecause the item tentatively concludes that 
Internet service providers would be allowed to 
offer faster delivery times for websites, 
applications or services that pay for it, the 
Commission’s proposal could fundamentally 
alter the Internet as we know it.” They 
contended that “[i]nstead, the Commission 
should take this opportunity to put truly 
effective open Internet rules on the books, and 
do so using whatever authority best stops these 
discriminatory practices…[and] [w]e believe 
that authority already resides in Title II.”  The 
Senators claimed that “[b]y reclassifying the 
transmission component of broadband Internet 
access as a telecommunications service, with 
appropriate forbearance, the FCC could 
prevent online discrimination.”  
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Upcoming Hearings and Events 
 
July 23 
Small Business Transfer Programs: The 
House Small Business Committee will hold a 
hearing to discuss small business innovation 
research and small business technology 
programs. 
 
July 24 
Markup: The House Energy & Commerce 
Committee will hold a markup of several 
electronics bills. 
 
 
TBD 
Foreign Intelligence Surveillance Act: The 
Senate Judiciary Committee will hold a hearing 
to discuss the Foreign Intelligence Surveillance 
Act. 
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201.  
 
This Week in Congress was written by Rebecca Konst.  
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