
 

August 1, 2014                         Washington Update  
    

____________________________________________ 
©2013 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 

 
TAXES 
 
Senate Ultimately Passes House Bill to 
Extend Highway Trust Fund Authority 
Until May 2015 
 
Key Points: 
 The Senate ultimately passed the House 

version of the bill to extend Highway Trust 
Fund  

 Senate first passed House bill with two 
amendments and sent the amended version 
back to the House 

 Due to a drafting error and general 
disagreement on the two amendments the 
House sent back its original bill, which 
eventually passed the Senate  

 
This week Congress extended Highway Trust 
Fund authority keeping highway and transit 
programs funded until May of next year. The 
Senate began the week by passing the 
“Highway and Transportation Funding Act of 
2014” (H.R. 5021) as amended in a 79-18 vote.  
The Senate adopted two amendments, the 
Wyden/Hatch amendment, which replaced the 
House-passed offsets with an $11 billion offset 
package reported by the Senate Finance 
Committee; and the Carper/Corker/Boxer 
amendment which changed the date of 
authorization to the end of the year, thus 
requiring action on long term bill or another 
extension before December 31 and included 
Finance Committee-reported financing 
provisions, except pension smoothing, 

This Week in Congress 
 House – The House passed the motion to disagree to the Senate Amendment to the 

“Highway and Transportation Funding Act of 2014” (H.R. 5021) by a 272-150 
vote. The House agreed to the conference report to accompany the “Veterans Access, 
Choice, and Accountability Act” (H.R. 3230) by a 420-5 vote. The House suspended 
consideration of the “Secure the Southwest Border Supplemental Appropriations 
Act, 2014” (H.R. 5230). The House voted to adopt H.Res. 676, which would provide 
“for authority to initiate litigation for actions by the President or other executive 
branch officials inconsistent with their duties under the Constitution of the 
United States” by a 225–201 vote. The House also passed the “Transparent Airfares 
Act of 2014” (H.R. 4156), the “National Cybersecurity and Critical Infrastructure 
Protection Act of 2014” (H.R. 3696) and the “Sunscreen Innovation Act” (H.R. 
4250). 

 Senate –The Senate agreed to the conference report to accompany the “Veterans 
Access, Choice, and Accountability Act” (H.R. 3230) by a 91-3 vote. The Senate 
adopted the motion to recede in the amendment of the Senate to the “Highway and 
Transportation Funding Act” (H.R. 5021). The Senate rejected a motion to waive all 
applicable budgetary discipline with respect to the “Emergency Supplemental 
Appropriations Act, 2014” (S. 2648) by a 50-44 vote.  
 

Next Week in Congress 
 House – The House is in recess until September 8.   
 Senate –The Senate is in recess until September 8.  
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grandfather normal retirement age and the 
rescission of unused DOT earmarks.  The Lee 
amendment to empower States with authority 
for most taxing and spending for highway and 
mass transit programs failed and the Toomey 
amendment to ease Federal burdens on State 
and local governments recovering from 
catastrophic events also failed. 
 
The measure was then sent back to the House 
for a vote where Republicans quickly noticed a 
drafting error causing passage to be even less 
likely. The House rejected the amended Senate 
bill in a 272-150 vote and sent its original 
version back to the Senate for a final vote using 
the looming recess and short time frame left 
this week to try to pressure the Senate to accept 
the House version.  Finally, late on July 31, the 
Senate passed the House bill by a 81-13 vote, 
keeping highway and transit programs funded 
through May, 31 2015. The final legislation is 
funded by a pension smoothing measure and 
customs fees and does not include tax 
compliance provisions.  The measure heads to 
the President next for his signature.  
 
House Ways and Means Subcommittee 
Holds Hearing on the Dynamic Analysis of 
the Tax Reform Act of 2014 
 
Key Points: 
 The Select Revenue Measures Subcommittee 

Holds Hearing on the Dynamic Analysis of 
the Tax Reform Act of 2014 

 
On July 30, the House Ways and Means 
Committee’s Select Revenue Measures 
Subcommittee held a hearing to discuss 
macroeconomic analyses of Committee 
Chairman Dave Camp’s (R-MI) tax reform 
discussion draft and the role of dynamic 
analysis in evaluating options for tax reform in 
general. During the hearing, Members 
discussed dynamic estimates of the effects of 

certain proposals within the draft and how 
dynamic analysis could help to assess the 
impact of tax reform. The Committee also 
discussed possible changes to the discussion 
draft as well as changes to the Joint Committee 
on Taxation’s (JCT) models, assumptions, or 
procedures to obtain more transparent, 
accurate, and robust results.    
 
Tax Inversions Remain in the Spotlight as 
Congress Leaves for August Recess 
 
Key Points: 
 Efforts to curb corporate inversions continue 

with an additional bill introduced  
  

This week marked continued efforts to address 
corporate tax inversion transactions. 
Specifically, Senators Carl Levin (D-MI) and 
Richard Durbin (D-IL) joined Representatives 
Rosa DeLauro (D-CT), Lloyd Doggett (D-TX) 
and Sander Levin (D-MI) to introduce the “No 
Federal Contracts for Corporate Deserters 
Act,” which would bar contracts from going to 
businesses that incorporate overseas, are 
majority-owned by shareholders of the old U.S. 
corporation, and do not have substantial 
business opportunities in the foreign country in 
which they are incorporating. The bill uses the 
same 50 percent threshold as the “Stop 
Corporate Inversions Act of 2014,” a bill 
introduced in the House and Senate by Levin 
and Levin respectively. Also like the Levin bills, 
this bill would also apply to all inversions that 
were not finalized by May 8, 2014. Finally, the 
bill would also allow federal agencies to ban 
businesses from holding federal contracts if 
they subcontract with inverted corporations.  
Though still relevant, it is important to note 
this legislation is not a tax bill but instead 
pertains to government procurement contracts.   
 

http://www.williamsandjensen.com/
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Senate Fails to Advance “The Bring Jobs 
Home Act” After Reid Blocks Republican 
Amendments 
 
Key Points: 
 The Senate failed to obtain the votes required 

to proceed to consideration of a bill to 
incentivize brining jobs back to the U.S. by 
providing a tax credit for doing so  

 
This week, the Senate failed to end debate on 
“The Bring Jobs Home Act” (S. 2569) by a 54-
42 vote, after Senate Majority Leader Harry 
Reid (D-NV) blocked consideration of 
Republican amendments.  The legislation was 
introduced by Senator John Walsh (D-MT) and 
cosponsored by Senator Debbie Stabenow (D-
MI). The bill would have given companies a tax 
credit on certain expenses related to moving 
jobs back to the United States while denying a 
similar deduction for companies that move 
jobs overseas.  The measure is more political in 
nature and is unlikely to be raised again this 
Congress. 
 
Carper Introduces Legislation to Make 
Permanent the Research and Development 
Tax Credit 
 
Key Points: 
 Senator Tom Carper (D-DE) introduces a 

bill to make permanent the research and 
development credit but the bill is not paid for 

 
Senator Carper (D-DE) introduced the 
“Competitiveness and Opportunity by 
Modernizing and Permanently Extending the 
Tax Credit for Experimentation” (COMPETE 
Act) (S. 2715) which would make permanent 
the research and development tax credit and 
would increase the credit from 14 percent to 25 
percent of qualifying research investment and 
allow companies involved in contract-funded 
research to claim a portion of the credit.  In 

May, the House passed a permanent extension 
of the research and development credit and at 
that time House Democrats opposed the 
measure because though Congressional 
Democrats have typically been supportive of 
the credit, they have argued that making the 
provision permanent should be offset.  As a 
result, the Senate bill may face opposition from 
Senate Democrats. 
 
House Ways and Means Committee 
Reports a Bill that Encourages Saving for 
Disabled Individuals 
 
Key Points: 
 Bill would provide tax advantages for savings 

dedicated to the care of those with disabilities 
 
This week, the House Ways and Means 
Committee held a markup and favorably 
reported by voice vote the “Achieving a Better 
Life Experience Act of 2013” (ABLE Act) 
(H.R. 647) as amended.  The ABLE Act helps 
to encourage and assist individuals and families 
in saving private funds to support individuals 
with disabilities and would also secure funding 
for disability related expenses to supplement 
benefits provided through private insurance 
and other programs. Current law does not 
contain tax-advantaged savings vehicles 
targeted to those with disabilities and as such, 
this bill would provide rules for a new type of 
tax-favored savings program and related 
accounts which would be treated in the same 
manner as accounts established in a qualified 
tuition program such 529 plans.  
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Tess 
Illos contributed to this report.     
 
 
 
 

http://www.williamsandjensen.com/
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FINANCIAL SERVICES 
 
House Panel Holds Roundtable on Equity 
Market Structure 
 
Key Points: 
 House Panel holds roundtable on equity 

market structure discussing issues related to 
dark pools, maker-taker exchange model, 
securities information processors, speed of 
market trading, and suggested structural 
improvements. 

 
On July 28, Representative Scott Garrett (R-
NJ), Chairman of the House Financial Services 
Committee’s Capital Markets and Government 
Sponsored Enterprises Subcommittee, hosted a 
public roundtable on the U.S. equity market 
structure. The roundtable, which featured 
eighteen industry participants, included three 
panels focused on: “promoting a level playing 
field and enhancing competition”; “improving 
resiliency and eliminating single points of 
failure”; and “market making and trading in the 
21st Century.” Several Democrats present 
raised issues over the current operation of the 
equity markets, with Representative Bill Foster 
(D-IL) calling the Securities Information 
Processor (SIP) “obsolete”, while 
Representative Stephen Lynch (D-MA) 
criticized the maker-taker system and the use of 
payment for order flow, citing the negative 
impact these have on best execution. Garrett 
suggested that there should be a clear legal 
definition of “best execution.” 
 
Other issues discussed included: 
 Dark Pools: Representative Spencer 

Bachus (R-AL) stated that he would not 
want the public to equate the private 
activity in dark pools as “rigged”... 
Securities Industry and Financial 
Markets Association President and 
Chief Executive Officer Kenneth 

Bentsen responded that SIFMA has 
called for additional disclosure rules 
and that investors see a value in unlit 
markets. NASDAQ OMX Chief 
Executive Officer Robert Greifeld 
explained that dark pools serve the 
purpose of facilitating the execution of 
large orders, but he noted that the 
regulation and transparency of these 
types of alternative trading systems 
(ATSs) must be improved. 
Representative Joyce Beatty (D-OH) 
asked if there should be a minimum 
trade size for participating in dark pools 
as occurs in other markets. Rosenblatt 
Securities President Joe Gawronski 
explained that in other countries where 
these rules have been implemented it 
has moved trades back to the lit market. 
Bentsen noted that policy should not 
be too prescriptive as it can cause other 
changes.  

 Maker-Taker Fees: Several questions 
were raised regarding the maker-taker 
exchange model. Intercontinental 
Exchange Chairman and Chief 
Executive Officer Jeffrey Sprecher 
asserted that the elimination of maker-
taker pricing would benefit the markets 
by providing simplicity. Greifeld 
suggested that some incentive is 
legitimate but that fees that are too 
large create problems. Bachus stated 
that there may be legitimate situations 
for rebates such as when there are large 
blocks. Sprecher agreed but asserted 
that this should not apply to retail 
trades. 

 Securities Information Processors 
(SIPs): Garrett asked whether the 
markets can move away from the SIP 
model, or if there are any other options. 
Chicago Board Options Exchange 
CEO Edward Tilley stated that over 

http://www.williamsandjensen.com/
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time the SIPs should be overhauled and 
go private, but in the meantime finding 
a solution for when the SIPs fail should 
be the goal. BATS Global Markets 
CEO Joseph Ratterman noted that 
competition and choices are available in 
the marketplace, except for the SIP, 
which he suggested is a single point of 
failure. Ranking Member Carolyn 
Maloney (D-NY) stated that the SIPs 
need to be resilient, but there are not 
incentives to make sure the technology 
is the best in the world. TD Ameritrade 
CEO Fred Tomczyk suggested 
competition is the best way to address 
reliability problems, as market 
participants will go to the most reliable 
venues. Hudson River Trading 
President Adam Nunes stated 
competition will provide multiple 
providers and will eliminate the single 
point of failure.  

 Resiliency: Representative Robert 
Hurt (R-VA) asked what should be 
done to avoid over-regulation with 
regard to infrastructure resiliency. 
Tomczyk stated it is a never ending race 
and constant investment is needed in 
areas such as cybersecurity. He stated it 
is an area which does not lend itself to 
prescriptive regulation, as they will 
become outdated and irrelevant. He 
suggested having a set of standards 
such as under Regulation SCI is a good 
start, but that a continuous review of 
best practices should be conducted. 
Tilley stated a one size fits all approach 
will not work. CME Group Chief 
Operating Officer Bryan Durkin agreed 
with having a principles-based regime 
rather than prescriptive regulations, 
which could harm innovation. He 
added that there has been positive 
dialog on best practices. 

 Changes in Market Structure: 
Maloney contended any major change 
in equity markets must be accompanied 
by a way to measure the impact on 
markets. She asked for 
recommendations and how such 
changes can be tracked. Security 
Traders Association CEO Jim Toes 
replied it hinges on how the SEC tracks 
the pilot programs and he called for 
tracking improvements and 
degradations, noting that there should 
be clear and defined ways to examine 
the issue that is targeted for 
improvement. Virtu Financial CEO 
Doug Cifu called for a review of market 
maker obligations, suggesting 
segregating into five categories and 
putting in place certain obligations. 
Citadel Executions Services Head Jamil 
Nazarali expressed support for 
exchanges incentivizing market makers 
on their platforms, but cautioned 
against adding obligations on market 
makers, as it could disincent them from 
providing liquidity.  

 
House Committee Approves Bills on 
Federal Reserve Oversight, Volcker Rule 
and Mortgages 
 
Key Point: 
 The House Financial Services Committee 

approves six bills including those addressing 
Federal Reserve accountability, Volcker rule, 
and mortgage servicing. 

 
At a July 29 and 30 markup, the House 
Financial Services Committee approved the 
following six bills addressing accountability at 
the Federal Reserve, Native American housing, 
a study of the impacts of Regulation D, 
amendments to the Bank Holding Company 
Act pertaining to the Volcker rule, a study of 

http://www.williamsandjensen.com/
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community bank mortgage servicer asset capital 
requirements, and access to affordable 
mortgages.  
 Federal Reserve Oversight: The 

“Federal Reserve Accountability and 
Transparency Act” (H.R. 5018), 
introduced by Representative Bill 
Huizenga (R-MI), includes 
requirements that the Federal Reserve: 
conduct cost-benefit analysis in 
adopting new rules; be transparent 
about its bank stress tests and 
international financial regulatory 
negotiations; disclose the salaries of its 
highly paid employees; and establish 
requirements for policy rules and 
blackout periods of the Federal Open 
Market Committee. The bill was 
approved as amended by a vote of 32 
to 26. 

 Regulation D Study: “The Regulation 
D Study Act” (H.R. 3240), introduced 
by Representative Robert Pittenger (R-
NC), would require the U.S. 
Government Accountability Office 
(GAO) to conduct a study examining 
Federal Reserve Regulation D 
minimum reserve requirements. The 
bill was approved by a voice vote. 

 Native American Housing: The 
“Native American Housing Assistance 
and Self-Determination 
Reauthorization Act of 2014” (H.R. 
4329), introduced by Representative 
Steve Pearce (R-NM), gives the 
Secretary of Housing and Urban 
Development (HUD) 60 days to act 
before the request of a Native 
American tribe for a waiver of certain 
local cooperation, housing plan, 
environmental review, or development 
cost requirements is deemed approved 
under the program providing tribes 
with block grants for affordable 

housing activities. The bill was 
approved as amended by a vote of 47 
to 11. 

 Volcker Rule and Regulatory 
Burdens: H.R. 3913 would amend 
section 13 of the Bank Holding 
Company Act, which is the prohibition 
on proprietary trading provision also 
known as the “Volcker rule”. 
Introduced by Representative Sean 
Duffy (R-WI), the bill would require 
appropriate banking agencies, the 
Commodity Futures Trading 
Commission (CFTC), and the Securities 
and Exchange Commission (SEC) to 
make considerations relating to the 
promotion of efficiency, competition, 
and capital formation before issuing or 
modifying regulations under the 
provision. The bill was approved by a 
vote of 32 to 22.  

 Mortgage Servicing: “The 
Community Bank Mortgage Servicing 
Asset Capital Requirements Study Act 
of 2014” (H.R. 4042), introduced by 
Representative Blaine Luetkemeyer (R-
MO), would require the completion of 
a study to determine the appropriate 
capital requirements for mortgage 
servicing assets and prohibit 
implementation of Basel III 
requirements related to mortgage 
servicing assets prior to the completion 
of this study. The bill was approved as 
amended by a vote of 44 to 9. 

 Appraisals: “The Access to Affordable 
Mortgages Act of 2014” (H.R. 5148) by 
Representative Blaine Luetkemeyer (R-
MO), would provide exemptions from 
certain appraisal requirements in the 
Dodd-Frank Act. The bill was 
approved by a vote of 31 to 23.  

 

http://www.williamsandjensen.com/
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House Panel Examines Export-Import 
Bank, Reauthorization Legislation in 
Senate Introduced 
 
Key Points: 
 House panel examines Export-Import Bank, 

looking primarily at waste and fraud at the 
bank. Panel Democrats defend efforts of bank. 

 Bi-partisan group of Senators introduce 
legislation to reauthorize Ex-Im for five years. 

 House Financial Services Committee 
Chairman Jeb Hensarling (R-TX) still 
critical of Ex-Im, while Democrats led by 
Ranking Member Maxine Waters (D-CA) 
take to the House Floor to express support for 
Ex-Im.  

 
On July 29, the House Oversight and 
Government Reform Committee’s Economic 
Growth, Job Creation and Regulatory Affairs 
Subcommittee held a hearing entitled 
“Examining Allegations of Corruption at the 
Export-Import Bank” (Ex-Im). Many of the 
Republicans present were critical of Ex-Im’s 
activities and culture, while Democrats pointed 
to how eliminating Ex-Im would hurt the U.S. 
competitiveness internationally. Ex-Im 
Chairman and President Fred Hochberg 
acknowledged there are areas for improvement, 
but he stated that there is tremendous export 
competition internationally and small 
businesses face challenges obtaining financing 
and competing internationally.   
 
Meanwhile Financial Services Committee 
Chairman Jeb Hensarling (R-TX) issued a 
statement on July 29 noting that the Committee 
would “request[] information and records from 
Ex-Im about these 40 active investigations of 
fraud at the Bank.” He stated that “[i]t’s 
important for every member of Congress to 
understand the full extent of Ex-Im corruption, 
mismanagement and cronyism before deciding 
whether the Bank should continue.” House 

Democrats, led by Financial Services 
Committee Ranking Member Maxine Waters 
(D-CA), took to the House floor on July 30 to 
call on Republicans to renew the charter of the 
Ex-Im Bank, speaking “about the importance 
of the Export-Import Bank, the need to renew 
its charter, and the outpouring of support from 
businesses across the country for the 
continuation of the Bank.” 
 
On the other side of the Capitol, Senators Joe 
Manchin (D-WV), Mark Kirk (R-IL), Roy 
Blunt (R-MO), Joe Donnelly (D-IN), Mark 
Warner (D-VA), Maria Cantwell (D-WA), Tim 
Johnson (D-SD), and Tim Kaine (D-VA) 
introduced the  “Export-Import Bank 
Reauthorization Act of 2014” (S. 2709), which 
would to reauthorize Ex-Im for five-years. The 
press release indicated that the bill would 
“increase the Bank’s spending authority to $160 
billion”, “require the Bank to submit reports to 
Congress [on] its business plan and risk 
exposure”, and “ensure the Bank’s loan loss 
ratio is less than two percent for any quarter in 
that fiscal year.” The bill would also require a 
Government Accountability Office (GAO) 
study “to identify the risk to taxpayers of the 
Bank’s Medium-Term Program.” Ex-Im’s 
charter is currently set to expire on September 
30, 2014. 
 
Senate Panel Holds Hearing on the Flood 
Insurance Claims Process 
 
Key Points: 
 Senators Robert Menendez (D-NJ) and Cory 

Booker (D-NJ) raised concerns that the 
National Flood Insurance Program’s (NFIP) 
claims process is overly complex and encourages 
underpayments to policyholders. 

 Senator Elizabeth Warren (D-MA) stressed 
the need to improve NFIP flood mapping. 
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On July 30, the Senate Banking Committee’s 
Housing, Transportation, and Community 
Development Subcommittee held a hearing 
entitled: “The Flood Insurance Claims Process 
in Communities After Sandy: Lessons Learned 
and Potential Improvements.” The hearing 
focused on penalties for overpayments, the 
flood mapping process, problems with the 
current claims process, and obstacles faced by 
policy holders. Senators Robert Menendez (D-
NJ) and Cory Booker (D-NJ) raised concerns 
that the National Flood Insurance Program’s 
(NFIP) claims process is overly complex and 
encourages underpayments to policyholders. 
Menendez noted that Write Your Own insurers 
face penalties for overpayments to 
policyholders, but not for underpayments. He 
suggested that this incents insurers to underpay 
policyholders. 
 
Senator Elizabeth Warren (D-MA) stated that 
flood maps do not analyze individual homes, so 
homeowners are swept into certain 
designations based on their area, not on their 
particular home. She stated that homeowners 
are required to hire engineers in order to 
challenge maps. She asked about FEMA’s use 
of new technologies to allow homes to be 
mapped individually. FEMA Administrator 
Craig Fugate said FEMA is partnering with the 
U.S. Geological Survey (USGS) to implement 
new technology, such as ground-based LIDAR, 
to identify the elevations of individual homes. 
 
Senator David Vitter (R-LA) said that a RAND 
Corporation study found that only 49 percent 
of homeowners required to have flood 
insurance actually purchase policies. He 
suggested that such a low adoption rate 
prevents the program from being sustainable. 
 
 
 

Senate Panel Holds Hearing on a GAO 
Report on Government Support of Banks 
 
Key Points: 
 GAO releases report on government support of 

banks, noting that the difference between the 
funding costs of large and small banks has 
declined since the financial crisis. 

 Senators Sherrod Brown (D-OH) and David 
Vitter (R-LA) stated that the GAO report 
indicates that the Dodd-Frank Act (DFA) 
has not ended Too Big to Fail, while Senator 
Pat Toomey expressed support for legislation to 
repeal Title II of the DFA and allow 
systemically important firms to be resolved 
through the bankruptcy code.  

 
On July 31, the Senate Banking Committee’s 
Financial Institutions and Consumer Protection 
Subcommittee held a hearing entitled 
“Examining the GAO Report on Expectations 
of Government Support for Bank Holding 
Companies.” The hearing examined a GAO 
report released on July 31, entitled “Large Bank 
Holding Companies: Expectations of 
Government Support.” The report stated that 
“[w]hile views varied among market 
participants with whom GAO spoke, many 
believed that recent regulatory reforms have 
reduced but not eliminated the likelihood the 
federal government would prevent the failure 
of one of the largest bank holding companies.” 
The report also noted that the “[s]tudies GAO 
reviewed generally found that the largest 
financial institutions had lower funding costs 
during the 2007-2009 financial crisis but that 
the difference between the funding costs of the 
largest and smaller institutions has since 
declined.”  
 
Chairman Sherrod Brown (D-OH) stated that 
this report indicates that the Dodd-Frank Act 
(DFA) has not yet ended Too Big to Fail. He 
suggested that large banks have a significant 
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funding advantage over smaller banks. He 
stated that while there has been a great deal of 
focus on the cost of the DFA, the new 
regulations will prevent future financial crises. 
Senator David Vitter (R-LA) agreed that Too 
Big To Fail has not ended, and he expressed 
support for legislation he co-sponsored with 
Chairman Brown (the “Terminating Bailouts 
for Taxpayer Fairness Act” (S. 798)) that would 
impose higher capital requirements for large 
banks. He also suggested that the DFA has 
harmed small banks and encouraged 
consolidation in the banking industry. 
 
Ranking Member Pat Toomey (R-PA) claimed 
that the GAO report is inconclusive on 
whether big banks receive a subsidy. He 
suggested that Title II of the DFA codified 
Too Big to Fail into law. He spoke in support 
of his legislation, S. 1861, the Taxpayer 
Protection and Responsible Resolution Act, 
which would repeal Title II and allow large, 
systemically important banks to be resolved 
through the bankruptcy code. He suggested 
that the Financial Stability Oversight Council 
(FSOC) has designated a number of companies 
which are not truly systemic as systemically 
important financial institutions (SIFIs).  
 
FSOC Discusses Asset Management, 
MMFs, and Non-bank Designations; 
Senate Republicans Raise FSOC Concerns 
 
Key Points: 
 FSOC holds closed meeting, announcing that 

it has directed the staff to undertake a more 
focused analysis of the  asset management 
industry and will monitor the SEC’s money 
market fund rule. FSOC also explained that 
they did not designate any nonbank financial 
company.  

 Senate Banking Committee Republicans send 
letter calling for the Financial Stability 
Oversight Council (FSOC) to suspend 

systemically important financial institutions 
(SIFIs) designations until: (1) public input on 
the Office of Financial Research asset 
management report is reviewed; and (2) 
Federal Reserve adopts “an appropriate 
regulatory framework for nonbank SIFISs.” 

 
On July 31, the Financial Stability Oversight 
Council (FSOC or Council) held a closed 
meeting. As described in a “readout”, the 
Council discussed “potential industry-wide and 
firm-specific risks to U.S. financial stability 
arising from the asset management industry 
and its activities.” The Council directed “staff 
to undertake a more focused analysis of 
industry-wide products and activities to assess 
potential risks associated with the asset 
management industry.” 
 
The Council also discussed Securities and 
Exchange Commission’s (SEC’s) final rule on 
money market mutual fund (MMF) reform, 
noting that it intends “to monitor the 
effectiveness of the SEC’s reforms in 
addressing risks to financial stability” and any 
“unintended consequences of the rule’s 
liquidity fees and gates provision, as well as the 
treatment of retail funds.” 
 
In its discussion of nonbank financial company 
designations the Council announced it would 
not “name any company under review in this 
process until a final designation has been 
made.” Also, the Council announced that it 
would not rescind its July 2013 designations of 
American International Group, Inc., and 
General Electric Capital Corporation. Lastly, 
the Council also voted to approve the minutes 
of its previous meeting on June 24. 
 
Separately, Senate Banking Committee 
Republicans sent a letter to Secretary of the 
Treasury Jacob Lew on July 30 expressing 
concern “over the designation of systemically 
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important financial institutions (SIFIs) under 
the Dodd-Frank Act - specifically, that the 
Financial Stability Oversight Council (FSOC) is 
consigning financial firms to stringent 
regulation by the Federal Reserve without 
knowing how these firms will be regulated.” In 
particular, the Senators viewed as troubling: (1) 
FSOC’s move to designate two firms to Level 
Two of the FSOC’s three-level designation 
process and then allow “these firms and the 
public to learn of these events through the 
press”; and (2) expansion of FSOC’s reach “by 
contemplating SIFI designations for asset 
managers” prior to fully analyzing comments to 
the Office of Financial Research (OFR) report 
on asset management. The Senators urged the 
FSOC “to suspend any further SIFI 
designation until the FSOC has reviewed the 
public input on the OFR report on asset 
management, and until the Federal Reserve has 
adopted an appropriate regulatory framework 
for nonbank SIFISs.” 
 
Upcoming Hearings and Events 
August 7 
Treasury Department Advisory Committee 
on Insurance: The Department of the 
Treasury’s Federal Advisory Committee on 
Insurance (FACI) will hold a meeting to 
“discuss its renewed charter, bylaws, identify 
and form subcommittees, and discuss pending 
issues of concern to members, including 
matters of regulatory modernization and 
international standard-setting.” 
 
August 19-21 
Labor Department Advisory Meeting on 
Pensions: The Department of Labor’s 
Employee Benefits Security Administration’s 
Advisory Council on Employee Welfare and 
Pension Benefit Plans (ERISA Advisory 
Council) will hold a meeting. The ERISA 
Advisory Council is studying (1) “Outsourcing 
Employee Benefit Plan Services,” (2) “PBM 

Compensation and Fee Disclosure,” and (3) 
“Issues and Considerations around Facilitating 
Lifetime Plan Participation.” 
 
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  
  
FERC Commissioners Testify on Impact of 
EPA GHG Rules on Grid 
 
Key Points: 
 A Tuesday hearing featured testimony from all 

five FERC Commissioners, including newly-
confirmed Commissioner Norman Bay.   

 The Commissioners testified on the potential 
impacts of the EPA’s proposed rules to limit 
greenhouse gas emissions from the power sector. 

 
On July 29, the House Energy and Commerce 
Committee’s Energy and Power Subcommittee 
held a hearing titled “FERC [Federal Energy 
Regulatory Commission] Perspectives: 
Questions Concerning EPA’s Proposed Clean 
Power Plan and other Grid Reliability 
Challenges.” The hearing continued the debate 
among the panel’s Republicans and Democrats 
over the Environmental Protection Agency’s 
(EPA) proposed rule to limit greenhouse gas 
emissions from existing power plants. The 
EPA released its “Clean Power Plan”, which 
would direct states to implement plans to 
“achieve CO2 emission reductions from the 
power sector of approximately 30 percent from 
CO2 emission levels in 2005.”         
 
As described in the hearing background memo 
prepared by the Committee Republicans, 
“EPA’s Clean Power Plan…would require 
significant changes to the way electricity is 
generated, transmitted, and consumed in States 
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across the country…[which] could create 
implementation challenges within several areas 
of FERC jurisdiction, including wholesale 
electricity markets, generation dispatch, 
interstate transmission rates, natural gas 
pipeline siting and rates, natural gas and electric 
sector coordination, grid reliability, integration 
of intermittent resources, and demand-side 
management resources.”  
 
In his opening statement, Full Committee 
Ranking Member Henry Waxman (D-CA) 
criticized the Committee’s Republicans saying 
that “those of us who aren’t members of the 
Flat Earth Society know that carbon emissions 
from power plants – not EPA regulations – are 
the real threat to the grid.” He explained the 
threat to grid reliability from climate change: 
“Intense storms will disrupt power delivery. 
Droughts and rising temperatures will force 
plant shutdowns. Transmission systems will 
lose capacity at high temperatures.”     
 
Subcommittee Chairman Ed Whitfield (R-KY) 
raised a series of questions and concerns 
regarding the EPA’s proposed rule in his 
opening statement. He asserted that the EPA is 
seeking to “federalize energy planning,” 
reaching “far beyond even FERC’s 
jurisdiction.” Whitfield remarked that Clean Air 
Act regulations already issued by the EPA 
“have contributed to coal-fired power plant 
shutdowns.” He also questioned whether 
“states can easily ramp up natural gas-fired 
generation to help meet their targets” under the 
rule. Whitfield added that “we know from the 
experience of last winter that several regions of 
the country have natural gas pipeline 
constraints.”  
 
In her testimony, Acting FERC Chair Cheryl 
LaFleur discussed the Commission’s 
involvement in the EPA’s proposed rule. She 
told the Subcommittee that “FERC has closely 

followed the development of the Clean Power 
Plan because it is clear that such regulations 
and related state compliance plans could have 
implications for the operation of the grid.” 
LaFleur also explained that when “the Clean 
Power Plan entered the Office of Management 
and Budget (OMB) interagency review process, 
FERC provided input to the EPA primarily 
from a reliability perspective.”   
 
Hearings Focus on Climate Change 
 
Key Points: 
 House and Senate Committees held a series of 

hearings on climate change this week.   
 The Senate hearings focused on economic and 

budget impacts of climate change, while the 
House Science Committee’s hearing addressed 
the EPA’s proposed rule to limit greenhouse 
gas emissions from power plants.   

 
This week committees in the House and Senate 
held hearings on climate change. The hearings 
coincided with the Obama Administration’s 
Council of Economic Advisors release of a 
report titled “The Cost of Delaying Action to 
Stem Climate Change”.    
 
On July 29, the Senate Environment and Public 
Works Committee’s Clean Air and Nuclear 
Safety Subcommittee held a hearing entitled 
“Examining the Threats Posed by Climate 
Change.” The hearing focused on the 
economic impacts of climate change, including 
weather-related impacts.   
 
In his opening statement, Subcommittee 
Chairman Sheldon Whitehouse (D-RI) 
enumerated climate change impacts, including 
“the damage to coastal homes, infrastructure, 
and businesses from rising seas, erosion, salt 
water intrusion, and storm surge; 
hospitalizations and missed school or work for 
families when asthma attacks are triggered by 
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extreme heat and smog; forests ravaged by 
beetle infestations and unprecedented wildfire 
seasons; [and] farms plundered by drought and 
flood”.  
 
Full Committee Ranking Member David Vitter 
(R-LA) argued in his opening statement that 
the EPA’s greenhouse gas (GHG) regulations 
for existing power plants would force states to 
impose “expensive renewable energy mandates 
[and]…pass the cost along to local 
communities, families, and businesses that can 
least afford increased electricity costs.” 
 
Also on July 29, the Senate Budget Committee 
held a hearing titled “The Costs of Inaction: 
The Budgetary Consequences of Climate 
Change”. On July 30, the House Science, Space 
and Technology Committee held a hearing 
titled “EPA’s Carbon Plan – Failure by 
Design.”   
 
The EPA also held a series of public hearings 
this week on its proposed “Clean Power Plan”, 
which would reduce GHG emissions from 
existing power plants. The EPA held these 
hearings in: Atlanta, Georgia; Denver, 
Colorado; Pittsburgh, Pennsylvania; and 
Washington, D.C. 
 
DOE and FERC Act on LNG Exports 
 
Key Point: 
 The agencies responsible for review and 

approval of proposals to export LNG 
advanced two project applications this week.   

 
This week the Department of Energy and the 
Federal Energy Regulatory Commission 
(FERC) acted on two proposals to export 
liquefied natural gas: 
 On Wednesday, FERC issued an order 

to allow Freeport LNG Development 
to construct an LNG export terminal in 

Freeport, Texas. The facility would 
have the capacity to liquefy and export 
4.4 billion cubic feet of natural gas per 
day (Bcf/d). FERC incorporated 80 
environmental conditions as part of the 
approval. 

 On Thursday, the Department of 
Energy issued a conditional 
authorization for Oregon LNG to 
export LNG from a terminal in 
Warrenton, Oregon. As described in 
the Department’s press release, 
“[s]ubject to environmental review and 
final regulatory approval, the facility is 
conditionally authorized to export at a 
rate of up to the equivalent of 1.25 
billion standard cubic feet per day 
(Bcf/d) of natural gas, for a period of 
20 years.” 

 
Under current law, the Department of Energy 
has jurisdiction over the export of LNG, while 
FERC reviews and approves the proposed 
LNG export facilities. On May 29, 2014, the 
Department of Energy issued a proposal to 
change the process by which it prioritizes the 
consideration of LNG export applications. In 
this week’s announcement, the Department 
also indicated that it is reviewing the comments 
received in response to the proposal, and 
following this review, “a determination will be 
made on the proposed path forward” on 
export applications.      
 
Upcoming Hearings and Events 
 
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.” 
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August 6-7 
Pipeline Safety Research and Development: 
The Pipeline and Hazardous Materials Safety 
Administration will hold a 
“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”.   
 
August 11 
State, Local and Tribal Issues: The 
Department of Energy will hold a public 
meeting, as part of its Quadrennial Energy 
Review process in Santa Fe, New Mexico. The 
meeting will focus on “State, Local and Tribal 
Issues”.   
 
August 21 
Infrastructure Siting: The Department of 
Energy will hold a public meeting as part of its 
Quadrennial Energy Review process, in 
Cheyenne, Wyoming. The meeting will focus 
on “Infrastructure Siting”.   
 
For more information about energy and environment 
issues you may email or call Frank Vlossak at 202-
659-8201. Updates on energy and environment issues 
are available during the week on twitter. 
 
 
 
 

DEFENSE 
 
National Defense Panel Releases 
Assessment of 2014 QDR 
 
Key Points: 
 Panel calls on Congress to implement major 

policy changes to address what it sees as 
unacceptable levels of risk that will be 
encountered if the current trajectory of national 
security spending continues 

 The Panel also recommended an emergency 
supplemental package to arrest deterioration in 
DOD readiness 

 
On July 31, the entity charged with providing 
an independent review of the 2014 Quadrennial 
Defense Review (QDR) submitted its 
assessment to Congress, the “Ensuring a 
Strong U.S. Defense for the Future.” The 
National Defense Panel (Panel) explained that 
“[t]here were no dissenting opinions…[and] 
[t]his is a consensus report.” The Panel made a 
number of controversial recommendations for 
Congress, including “speedily pass[ing] an 
emergency supplemental to begin to restore 
readiness to adequate levels;” “another Base 
Realignment and Closure (BRAC) round;” 
“find[ing] ways to bend cost curves downward 
for both compensation and military health 
care;” and repealing the “Budget Control Act 
of 2011” because “[t]he across-the-board cuts 
imposed by sequestration have essentially 
prevented them from being able to align 
resources with national security priorities.”  
 
Among the more detailed recommendations 
made by the panel are the following:  
 Given that reality, the defense budget 

cuts mandated by the Budget Control 
Act (BCA) of 2011, coupled with the 
additional cuts and constraints on 
defense management under the law’s 
sequestration provision, constitute a 
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serious strategic misstep on the part of 
the United States….Unless reversed, 
these shortfalls will lead to a high risk 
force in the near future.  

 In this rapidly changing environment, 
U.S. military superiority is not a given; 
maintaining the operational and 
technological edge of our armed forces 
requires sustained and targeted 
investment.  

 We find the logic of the two-war 
construct to be as powerful as ever, and 
note that the force sizing construct in 
the 2014 QDR strives to stay within the 
two-war tradition while using different 
language.  

 We must have an energetic program of 
targeted reinvestment in research, 
development and procurement 
designed to protect and enhance the 
technological advantages that are 
central to U.S. military superiority. 
Priorities for investment should include 
intelligence, surveillance and 
reconnaissance (ISR) systems, space 
architecture, cyber capabilities, joint 
and coalition command and control, air 
superiority, long range and precision 
strike capability, undersea and surface 
naval warfare, electric and directed 
energy weapons, strategic lift, and 
logistical sustainment. 

 The Navy, which bears the largest 
burden of forward-presence missions, 
is on a budgetary path to 260 ships or 
less. We believe the fleet-size 
requirement to be somewhere between 
the 2012 Future Year Defense Program 
(FYDP) goal of 323 ships and the 346 
ships enumerated in the BUR, 
depending on the desired “high-low 
mix,” and an even larger fleet may be 
necessary if the risk of conflict in the 
Western Pacific increases.  

 In the Panel’s opinion, the programmed 
reduction in the Air Force’s decisive 
enabling capabilities will put this 
nation's national security strategy at 
much higher risk and therefore 
recommends increasing the number of 
manned and unmanned aircraft capable 
of conducting both ISR and long range 
strike in contested airspace.  

 We believe the Army and the Marine 
Corps should not be reduced below 
their pre-9/11 end strengths – 490,000 
active-duty soldiers in the Army and 
182,000 active Marines – bearing in 
mind that capability cannot always 
substitute for capacity.  

 Aggressive health care cost 
containment should certainly be 
pursued both within the Department 
and more broadly across all 
government programs. Our national 
health care system is cost inefficient 
and stunningly wasteful, and it 
consumes more than a third of the 
federal budget.  

 Congress and the President should 
repeal the Budget Control Act 
immediately and return as soon as 
possible to at least the funding baseline 
proposed in the Gates’ FY 2012 
defense budget.  

 Congress and the Department should 
not miss the opportunity presented by 
the current fiscal crisis to make real 
progress on the seemingly intractable 
issues of waste and inefficiency. This 
will only occur, however, with a stable 
appropriations process and consistent 
support from political authorities.  

 Simply put, we hope the Commission 
will recommend and Congress will vote 
on sensible and cost-effective pay and 
benefits reforms that will continue to 
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attract and retain the quality people we 
need throughout our force while 
reducing the pressure on readiness and 
modernization accounts. A key element 
of these reforms must be aggressive 
health care cost containment within the 
Department.  

 Regarding acquisition reform, we agree 
with the recommendation of the 2010 
QDR Independent Panel that Congress 
must fix the “current diffused, 
fragmented assignment of 
responsibilities without accountability 
with authority and accountability vested 
in identified, authoritative individuals in 
line management.”  

 We also recognize the substantial 
savings that could result from another 
Base Realignment and Closure (BRAC) 
round and suggest a process for 
creating a consensus in favor of one as 
soon as possible.  

 Regarding reducing excess overhead 
and reshaping the civilian workforce, 
the Secretary of Defense should be 
given substantial additional 
management authorities similar to those 
available to Secretary Perry during the 
last major drawdown, including 
Reduction in Force (RIF) authority and 
meaningful levels of Voluntary 
Separation Incentive Payment (VSIP).  

 
Iraq and Syria Hearing 
 
Key Points: 
 Members disagree about the approach the 

Obama Administration should take in dealing 
with ISIS specifically but also the Middle 
East in general 

 Witnesses argued that no good options exist for 
addressing the threat posed by ISIS 

 

On July 30, the House Armed Services 
Committee held a hearing titled “Security 
Situation in Iraq and Syria: U.S. Policy Options 
and Implications for the Region.” There was 
discussion about the options available for U.S. 
policymakers and the proper level of military 
engagement in the region. 
 
Chairman Buck McKeon (R-CA) asserted that 
“[t]he security situation in Iraq and Syria 
continues to worsen…[and] [t]he Islamic State 
of Iraq and Syria (ISIS) now controls large 
swaths of terrain in the heart of the Middle 
East.”He contended that “[t]he landscape is 
incredibly complex…[and] [t]he sanctuary that 
ISIS now enjoys, the expansion that Iran is 
trying to achieve in this moment, and the 
fragile stability of the region, together, presents 
strategic challenges for the United States’ 
security and our interest.” McKeon stated that 
“[t]he Administration’s disengagement and 
inaction since declaring victory for leaving Iraq 
has been disturbing…[and] I urge the Obama 
Administration to engage, to look at the region 
holistically and to continue and to outline a 
comprehensive policy and strategy for the 
region.” He claimed that “we need more than 
inaction because we cannot tolerate ISIS having 
sanctuary, freedom of movement, and the 
platform to launch attacks against the United 
States and our allies…[a]nd our moral 
leadership should not allow us to stand idly by 
while sectarian war engulfs the region.”  
 
Ranking Member Adam Smith (D-WA) 
claimed that the “complexity of the terrorist 
threat” “has metastasized and we have groups, 
you know, spread throughout the Middle East 
and North Africa and into South Asia that are 
in alliance with Al-Qaeda’s ideology, you know, 
the violent, extremism, the extreme Islamist 
approach that potentially threatens the West.” 
He asserted that “[i]t is a very, very complicated 
picture to try to figure out how we confront 
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that…[and] [a]t the end of the day, it’s simple 
to say that what we need to do is we need to 
win the ideological war.” Smith stated that “I 
think a particularly vexing part about it is that 
the U.S. and pretty much all of the parts of the 
world where this problem is most rampant, we 
do not have much credibility with anybody.” 
He argued that “[i]t was not just a matter of the 
President or anybody else standing up and 
saying, here’s what the U.S. is going to do, 
we’re going to step in and fix this.” Smith 
contended that “[i]t is a far more subtle and 
difficult policy that we have to 
develop…[b]ecause I will agree with [McKeon] 
and I think the President agrees completely as 
well, this is a threat to our national security, 
beyond a doubt.” 
 
George Washington University Professor of 
Political Science and International Affairs Dr. 
Steven Biddle remarked that his written 
testimony “argues that all the available options, 
of course, have serious drawbacks, but of them, 
the least bad, is probably a combination of 
limited conditional military assistance, designed 
chiefly to encourage Iraqi political reform, 
together with containment initiatives to make 
the world less likely to spread and to limit 
damage to the United States if it does spread.” 
He said that “[t]he next best option for us 
would be a minimalist policy of containment 
only with no direct military aid to Baghdad.” 
Biddle said that “[u]nconditional military aid is 
the least attractive choice…[and] [t]hese 
options are so unattractive because of major 
underlying imbalance of stakes between 
Americans and Iraqis that limits achievable U.S. 
influence over outcomes in this conflict.” 
 
The Council on Foreign Relations’ Jeane 
Kirkpatrick Senior Fellow for National Security 
Studies Max Boot stated that “I do think that 
the threat from ISIS is a clear and present 
danger to American national 

security…[and][t]he fact that you now have this 
fundamentalist caliphate, this new state 
spreading across the borders of both Syria and 
Iraq is something about which we ought to be 
very, very alarmed.” He asserted that “[t]his is a 
new Taliban-like state that will be a magnet for 
international jihadist, many of whom will wind 
up going to other countries and directly 
threaten the United States and our allies.” Boot 
said that “[a]nd what makes this even worse is 
the impact on Shiites of this growing Sunni 
fundamentalism, because what we’re seeing in 
both Iraq and Syria is that those two countries 
are being split between Islamist extremists of 
some Sunni, other Shiite.” He claimed that 
“[a]nd the stronger that the Sunni 
fundamentalists of ISIS get, the stronger that 
you see the backlash which is being led by Iran 
and its Quds Force and its proxies like 
Lebanese Hezbollah and the various Shiite 
militias in Iraq.” Boot declared that “[i]t is hard 
to imagine a more frightening scenario from 
the standpoint of American interest.” 
 
The New America Foundation 
Counterterrorism Research Fellow Brian 
Fishman claimed that “[d]espite prioritizing 
power projection in the Middle East, the 
Islamic State does pose a direct threat to 
Western Europe and the U.S. homeland.” He 
stated that “[n]one of the U.S. policy options 
towards the Islamic State are particularly 
attractive, but consider its strength and 
weaknesses, U.S. strategy should aim to contain 
the Islamic State while strengthening 
governance in the region such that local actors 
can collaborate effectively to engage it 
decisively.” Fishman claimed that “[t]hose 
conditions don’t exist today…[and] [t]hat 
means to do that, to get there, we should 
bolster allies on the Islamic State’s periphery 
such as Turkey and in particular Jordan, which 
is the most likely new target of the Islamic 
State.” He added that “[w]e should support 
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vetted Syrian rebels with appropriate military 
assistance, limited military assistance, so long as 
that assistance will be sustained.” 
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH 
 
Congress Clears VA Reform Legislation 
 
Key Points 
 Bipartisan support for measure in both 

chambers following public outrage over VA 
scandal reported earlier this year 

 $17 billion bill aims to address wait times for 
Veterans’ medical care and provide additional 
resources to the VA to hire additional 
healthcare providers 

 Senate confirms new VA Secretary 
 
This week, the House and Senate voted to pass 
bipartisan legislation reforming the Department 
of Veterans Affairs (VA). The Conference 
Report to accompany the “Veterans Access, 
Choice and Accountability Act of 2014” (H.R. 
3230) passed by an overwhelming margin in the 
House and Senate, with just five House 
Members and three Senators voting in 
opposition to the reforms.   
 
The deal, which was announced over the 
weekend, was negotiated by House Veterans 
Affairs Committee Chairman Jeff Miller (R-FL) 
and Senate Veterans Affairs Committee 
Chairman Bernie Sanders (I-VT). The bill 
includes nearly $6 billion in revenue offsets 
achieved by spending cuts to existing programs 
under the jurisdiction of the VA, while the 
remainder of the bill’s cost is classified as 
emergency spending and is not paid for. 
Bipartisan support emerged for a reform bill 
after news broke earlier this year of long wait 
times for veterans seeking medical treatment. It 

was also determined that dozens of veterans 
died while waiting to receive care at a Phoenix, 
AZ facility. The scandal led to the resignation 
of VA Secretary Eric Shinseki at the end of 
May.  
 
The bill includes numerous reforms designed 
to increase veterans’ access to medical care. 
 

• Enhanced VA Staffing : Provides $5 
billion for the hiring of additional 
providers and other VA medical staff, 
and investments in VA’s healthcare 
infrastructure 

• New Medical Facilities: Authorizes 
VA to lease 27 new medical facilities 
across 18 states and Puerto Rico 

• Access to Non-VA Care: Provides 
$10 billion for a new “Veterans Choice 
Fund” that will allow eligible veterans 
including those who have waited more 
than 30 days for an appointment with 
the VA or live more than 40 miles from 
a VA facility to receive healthcare from 
a private healthcare provider, 
community health center, DOD 
healthcare facility, or an Indian Health 
Center.  

 
The bill is expected to be signed by the 
President, who has indicated his support for 
the legislation.  
 
Also this week, the Senate confirmed Robert 
McDonald as VA Secretary by a vote of 97-0. 
McDonald served as an officer in the U.S. 
Army, and later became the Chief Executive 
Officer of Procter & Gamble. McDonald has 
pledged to immediately begin making 
additional reforms at the Agency.  
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House Panels Hold ACA Hearings 
Focused on Insurance Marketplace and 
ACA Implementation 
 
Key Points 
 House Energy & Commerce Subcommittees 

convene hearings focusing on ACA’s risk 
corridor program and plan cancellations, and 
implementation of the ACA 

 
On July 28, the House Energy and Commerce 
Committee’s Health Subcommittee held a 
hearing entitled, “Protecting Americans from 
Illegal Bailouts and Plan Cancellations Under 
the President’s Health Care Law.” Members 
discussed a number of bills related to the topic 
of the hearing, including: (1) “Employee Health 
Care Protection Act of 2013” (H.R. 3522), 
which would permanently grandfather all group 
plans issued by health insurers that were in 
existence in 2013; (2) “Taxpayer Bailout 
Protection Act” (H.R. 4406), which amends the 
Patient Protection and Affordable Care Act’s 
(ACA) (P.L. 111-148, 111-152) risk corridor 
provision, and (3) the “Stop Illegal Payments to 
Health Insurers Act” (H.R. 5175), which 
repeals the ACA’s risk corridor provision. 
Chairman Joe Pitts (R-PA) explained that the 
purpose of the hearing was to ensure that 
taxpayers and consumers are protected from 
plan cancellations and the “unlawful giveaway 
of taxpayer dollars to insurers under the ACA.” 
Several Democratic Members at the hearing 
said that House Republicans have still not 
presented a viable alternative to the ACA, and 
that these bills are designed to undermine the 
law.   
 
On July 31, the House Energy and Commerce 
Committee’s Oversight and Investigations 
Subcommittee held a hearing on ACA 
implementation that featured testimony from 
representatives from the Centers for Medicare 
and Medicaid Services (CMS) and the 

Government Accountability Office (GAO). 
Republican Subcommittee leadership discussed 
the rollout of HealthCare.gov as an 
“unmitigated disaster,” and expressed concern 
about the cost to taxpayers. Republicans also 
seized on a report released by the GAO this 
week that estimated the cost of HealthCare.gov 
was nearly $1 billion. Subcommittee Chairman 
Tim Murphy (R-PA) stated that problems 
remain with the website, and that it may impact 
the fall enrollment period.  
 
CMS Principal Deputy Administrator Andy 
Slavitt explained that CMS is focused on 
improving the value of the marketplace. He 
said CMS also has critical operation priorities 
such as improving automation as well as 
additional functionality to the website. He 
cautioned that new concerns will continue to 
emerge and the management team must 
address these issues in a disciplined manner. He 
contended that CMS is still learning the best 
way to serve new consumers’ needs and it 
continues to test new designs to meet the needs 
of the market.   
 
For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
TRANSPORTATION AND 
INFRASTRUCTURE  
 
Passage of HTF Patch Puts Long-Term 
Reauthorization in Doubt 
 
Key Points: 
 Fate unclear for long-term reauthorization in 

current Congress 
 Short-term MAP-21 extension likely in 

September  
 
With Congress passing the House-passed 
version of the “Highway and Transportation 
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Funding Act of 2014” (H.R. 5021) that extends 
the Highway Trust Fund (HTF) through May 
2015, there may be fewer incentives for 
Congress to enact a long-term surface 
transportation reauthorization this year. 
Proponents of reauthorization had hoped that 
a Senate amendment to H.R. 5021 to shorten 
the duration of the funding patch to December 
31 would provide the impetus needed for 
Congress to pass a long-term reauthorization 
package this year. Moreover, some Members 
were holding out hope that a shorter timeline 
would also allow for the implementation of a 
more sustainable funding source for the HTF 
such as an increase in the gas tax or some other 
funding mechanism that would end the need 
for transfers from the General Fund.  
 
However, even if the December 31 deadline 
had been included in the bill sent to President 
Barack Obama, it remains unclear how 
Congress would assemble and vote on a long-
term reauthorization given the schedule before 
the mid-term elections. The “Moving Ahead 
for Progress in the 21st Century Act” (MAP-
21) (P.L. 112-141) expires on September 30. 
Earlier this year, the Obama Administration 
and the Senate Environment and Public Works 
Committee had released their desired 
reauthorizations, the “GROW AMERICA Act” 
and the “MAP-21 Reauthorization Act” (S. 
2322) respectively. However, the other 
committees of jurisdiction in Congress have 
held a handful of reauthorization hearings, 
placing in doubt the chances of those 
committees reporting out bills in time for both 
chambers to consider packages even in a 
potential lame duck session. Therefore, it 
seems likely that Congress will pass an 
extension of MAP-21 into 2015 and allow the 
next Congress to restart the reauthorization 
process.   
 

Senate Commerce Hearing on Domestic 
Aviation 
 
Key Points: 
 Members and witnesses express concern about 

the support provided to international 
competitors, particularly China 

 There was also support for the Ex-Im Bank 
reauthorization as an important tool to help 
U.S. aviation manufacturers 

 
On July 31, the Senate Commerce, Science, and 
Transportation Committee’s Aviation 
Operations, Safety, and Security Subcommittee 
held a hearing titled “Domestic Challenges and 
Global Competition in Aviation 
Manufacturing.” The Subcommittee discussed 
the development of aviation manufacturing 
industries in foreign countries and the actions 
taken by the Federal Aviation Administration 
(FAA) to improve the global competitiveness 
of U.S. based companies. The Senators focused 
heavily on the impact of the Export-Import 
Bank of the United States (Ex-Im Bank) and 
how failing to reauthorize the Ex-Im Bank 
would impact the aviation manufacturing 
industry.  
 
Chairman Maria Cantwell (D-WA) contended 
that U.S. aviation manufacturers face unique 
challenges in competing in the global 
marketplace, particularly because many of their 
foreign competitors receive significant 
subsidies and discounts as high as 55 percent 
per airplane. She explained that China has 
made the creation of a national aviation 
manufacturing industry a priority, spending 
“billions” to achieve that goal. She said the 
state-owned Commercial Aircraft Company of 
China (COMAC) has the full support of 
Chinese government as it develops the C919, a 
jet designed to compete with the Boeing 737 
with sales of the vehicle to begin in 2018. She 
stated that Congress needs to reauthorize the 
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Ex-Im Bank, noting that 60 countries that have 
credit agencies similar to the Ex-Im Bank. She 
warned that the U.S. would lose its influence in 
the Aircraft Sector Understanding if it does not 
reauthorize the Ex-Im Bank.  
 
Ranking Member Kelly Ayotte (R-NH) stated 
that civil aircraft manufacturing is the top net 
exporter in the U.S., with a $54.3 billion 
positive impact on the trade balance. She said 
the industry is an important driver in both 
expanding the economy and creating jobs. She 
stressed the importance of making the aviation 
manufacturing industry more competitive 
globally, including reauthorizing the Ex-Im 
Bank and examining the tax code and 
regulatory climate that impacts 
competitiveness. She asserted that an Ex-Im 
Bank reauthorization should include changes to 
increase the accessibility of funding for small 
and medium sized companies.  
 
Government Accountability Office (GAO) 
Civil Aviation Issues Director Gerald 
Dillingham stated that the GAO has done 
several reviews examining the efficiency of the 
FAA’s aircraft certification and approval 
processes and industry’s concerns about 
inconsistent regulatory interpretation. He said 
that, in response to requirements in Section 312 
and 313 of the “FAA Modernization and 
Reform Act of 2012,” the FAA established two 
rulemaking committees to produce a series of 
recommendations to assist the FAA in 
addressing these issues. He said that a majority 
of the initiatives outlined in the committee’s 
fourteen recommendations on the certification 
process, including improving the project 
sequencing process and updating the aircraft 
certification regulation, will be implemented 
within three years; however, he noted that FAA 
has only established performance metrics for 
five of the 14 initiatives, with no defined way to 
measure the collective effect of the measures. 

He stated that FAA has begun implementing 
recommendations to improve regulatory 
consistency, but has yet to deliver its final plan 
containing an implementation strategy and duty 
assignments.  
 
Boeing Capital Corporation President Marc 
Allen stated that 80 percent of Boeing’s 
commercial airplane products are sold overseas 
while 80 percent of its expenditures are made 
in the U.S. He observed that in the aerospace 
industry, it is often that countries compete for 
market share, rather than companies. He said 
that Canada, China, and Russia are making 
“significant efforts” to develop new platforms 
to compete on the commercial airline market, 
with the Chinese aspiring to create a range of 
airplane models. He commented that Boeing is 
partnering with China in its development 
process despite knowing that it will be a 
competitor in the future.   
 
RAND Corporation Environment, Energy, and 
Economic Development Program Director Dr. 
Keith Crane stated that the Chinese 
government has set a strategic goal of creating 
a competitive commercial aviation 
manufacturing industry, leading to the creating 
of COMAC in 2008. He said that a majority of 
experts believe that COMAC will succeed in 
certifying the C919, though many are skeptical 
of its potential for commercial success because 
the aircraft will be technologically outdated by 
the time it reaches the marketplace. He noted 
that one area where China may become more 
successful is in general aviation, where they 
have already purchases a U.S. manufacturing 
company and have signed a joint venture 
agreement with Cessna Aircraft Company. 
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Senate Commerce Committee Hearing on 
Truck Safety 
 
Key Points: 
 Members and witnesses discuss the proper 

scope of the FMCSA’s Hours of Service 
regulations, particularly the best length for the 
‘restart’ period  

 
On July 29, the Senate Commerce, Science, and 
Transportation’s Committee’s Surface 
Transportation and Merchant Marine 
Infrastructure, Safety, and Security 
Subcommittee held a hearing titled 
“Opportunities and Challenges for Improving 
Truck Safety on our Highways,” much of 
which focused on the Federal Motor Carrier 
Safety Administration’s (FMCSA) Hours of 
Service of Drivers rules.  
 
Subcommittee Chairman Richard Blumenthal 
(D-CT) said that the “Hours of Service 
regulations that were adopted in 2013, or 
became effective on that date will continue to 
be in effect, even as we gather data on how 
effective they have been.” UPS Freight Driver 
William Dawson who was testifying on behalf 
of the International Brotherhood of Teamsters 
responded that “we support five of the six 
components…[and] actually support a third of 
the sixth component and that’s the restart.” He 
added that “in terms of the legitimate goal of 
the government to try to produce fatigue-
related crashes at night during these 1 a.m to 5 
a.m. hours that we’re talking about versus the 
offsetting potential crashes during the daylight 
hours, because truck traffic is being pushed, 
not being forced, but the result of these rules is 
pushing truck traffic into the daylight hours, 
there is an offset there.” Blumenthal asked 
FMCSA Administrator Anne Ferro “in issuing 
these rules, my understanding from your 
testimony is that there was a great deal of fact-
gathering, scientific analysis, and other research 

and data-driven consideration that, in fact, led 
the courts to uphold these rules as being 
rational and factual-based.” Ferro answered 
that “[i]t was a very robust rulemaking with 
regard to over 80 scientific studies that we 
reviewed, at least 50 that we cited in our 
regulatory evaluation, lab studies specific to the 
1:00 to 5:00 a.m. and the benefits of two nights 
rest over one, and extensive public listening 
sessions, as well as analysis of over 20,000 
comments.” 
 
Subcommittee Ranking Member Roy Blunt (R-
MO) asked American Trucking Associations 
Executive Vice President and Chief of National 
Advocacy Dave Osiecki “what are the best 
safety things that you think could be done that 
aren’t being done now or need more focus.” 
Osiecki answered that “we have to maximize 
our resources and our efforts…[which] really 
leads us to the technology solutions that I 
mentioned earlier safety technologies that 
address unintentional mistakes.” He asserted 
that “[t]he electronic stability control 
rulemaking that the National Highway Traffic 
Safety Administration (NHTSA) has been 
working on for several years will save according 
to NHTSA at least three times as many lives as 
the hours of service rules.” Osiecki claimed 
that “[i]n terms of priorities, that rule should 
have come first.” Blunt remarked that “- there’s 
no differentiation in the statistics of truck-
related accidents, whether the trucker was at 
fault – it’s not broken, when you use that big 
number, that’s just a number of total accidents 
involving a commercial truck.” Ferro answered 
that “that’s correct; [i]t’s an aggregate crash 
number.” 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201. Greg 
Frink contributed to this section.  
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TECHNOLOGY 
 
House Passes Cyber Bills 
 
Key Points: 
 Before August Recess, House moves four 

cybersecurity bills that are more modest in scope 
and effect than CISPA and CISA 

 Fate of the bills in Senate unclear 
 
On June 28, the House took up and passed 
four cyber-related bills by voice vote on the 
suspension calendar:  
 The “National Cybersecurity and 

Critical Infrastructure Protection Act of 
2013” (H.R. 3696) (including the 
“Homeland Security Cybersecurity 
Boots-on-the-Ground Act” (H.R. 
3107), which was added as an 
amendment in Committee); 

 The “Critical Infrastructure Research 
and Development Act” (CIRDA) (H.R. 
2952); and  

 The “Safe and Secure Federal Websites 
Act of 2013” (H.R. 3635).  

 
In terms of the possible Senate consideration 
of the most consequential of these bills, H.R. 
3696, it bears noting that in late June the Senate 
Homeland Security and Governmental Affairs 
Committee reported out the “National 
Cybersecurity and Communications Integration 
Center Act of 2014” (S. 2519), which “would 
codify in statute the existence of the National 
Cybersecurity and Communications Integration 
Center (NCCIC) of the Department of 
Homeland Security (DHS)” (just as H.R. 3696 
would.) Therefore, it is possible to envision a 
scenario under which the House and Senate 
could agree on a bill to codify many of the 
activities DHS is already undertaking pursuant 
to executive authority.  
 

During floor consideration, House Homeland 
Security Committee Chairman Michael McCaul 
(R-TX) asserted that the “National 
Cybersecurity and Critical Infrastructure 
Protection Act” ensures that the DHS and not 
the military is responsible for domestic critical 
infrastructure protection.” He claimed that 
“H.R. 3696 ensures that there is a ‘‘civilian 
interface’’ to the private sector to share real-
time cyber threat information across the critical 
infrastructure sectors, particularly in light of the 
Snowden revelations.” McCaul contended that 
“the bill protects civil liberties by putting a 
civilian agency with the Nation’s most robust 
privacy and civil liberties office in charge of 
preventing personal information from being 
shared…[and] [w]hile also prohibiting any new 
regulatory authority, this bill builds upon the 
groundwork already laid by industry and DHS 
to facilitate critical infrastructure protection 
and incidence response efforts.” 
 
The House Homeland Security Committee’s 
Cybersecurity, Infrastructure Protection, and 
Security Technologies Subcommittee Ranking 
Member Yvette Clarke (D-NY) stated that H.R. 
3696 “is very much in line with DHS’ approach 
since 2007, when President Bush designated 
the Department as the lead Federal civilian 
agency for cybersecurity…[which] is a dual 
mission.” She said that the “DHS is responsible 
for working with Federal civilian agencies to 
protect Federal IT networks and the dot-gov 
domain…[and] [a]t the same time, DHS is 
responsible for effectively partnering with the 
private sector to raise its level of cyber hygiene 
and foster greater cybersecurity.” Clarke 
remarked that “I am pleased that H.R. 3696 
authorizes the 24/7 operations of the National 
Cybersecurity and Communications Integration 
Center, also referred to as NCCIC…the 
epicenter for information sharing about the 
activities of cyberterrorists and criminals and 
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the reporting of cyber incidents by critical 
infrastructure owners and operators. 
 
Regarding the CIRDA Act, sponsor The House 
Homeland Security Committee’s Cybersecurity, 
Infrastructure Protection, and Security 
Technologies Subcommittee Chairman Pat 
Meehan (R-PA) said that H.R. 2952 “will 
change the way the Department of Homeland 
Security develops protections for critical 
infrastructure by creating and facilitating access 
to new and existing technologies.” He claimed 
that “there are barriers within the Department 
that inhibit strategizing for and, ultimately, the 
purchasing of the best tools that our country 
has to offer.” Meehan said that “[t]he CIRDA 
Act will direct DHS to facilitate the 
development of a research and development 
strategy for critical infrastructure security 
technologies as well as explore the feasibility of 
expanding use of public- private R&D 
consortiums.” He said that “we have to be able 
to have the best capacity, generated either in 
the private sector or in the government sector, 
and the ability to get those best protections to 
the places where they need to be the quickest 
and the most efficiently.” Meehan added that 
H.R. 2952 “will designate a ‘‘Technology 
Clearinghouse,’’ where proven security tools 
can be rapidly shared among government and 
private partners.”  
 
Representative Kerry Bentivolio (R-MI) stated 
that “H.R. 3635 will help ensure the 
functionality and security of Federal Web 
sites.” He claimed that “[t]he escalation of 
security breaches involving personally 
identifiable information has contributed to the 
loss of millions of records over the past few 
years, both within and outside the Federal 
Government.” Bentivolio said that “H.R. 3635 
guards against the loss of the public’s trust by 
requiring agency chief information officers 
certify that Federal Web sites collecting 

personally identifiable information are fully 
functional and secure…[and] the bill requires 
agencies to notify affected individuals that their 
personally identifiable information may have 
been compromised within 72 hours of a known 
or suspected data breach.”  
 
USA FREEDOM Act 
 
Key Points: 
 Compromise bill negotiated between the Senate 

Judiciary Committee Chairman, White 
House, and NSA released 

 The package would considerably tighten the 
scope of permissible NSA activities 

 
As has been rumored, this week Senate 
Judiciary Committee Chairman Patrick Leahy 
(D-VT) released a bill negotiated with the 
Obama Administration to reform the National 
Security Agency’s (NSA) surveillance programs. 
The “USA FREEDOM Act of 2014” would 
restrict further the NSA’s programs than the 
“USA FREEDOM Act” (H.R. 3361) passed by 
the House in May, legislation that loosened 
considerably the original draft introduced in the 
Senate and House by Leahy and the House 
Judiciary Committee’s Crime, Terrorism, and 
Homeland Security Subcommittee Chairman 
James Sensenbrenner (R-WI) in October 2013. 
However, it remains unclear whether the 
support Leahy’s bill has garnered from those 
who would like to see the NSA’s programs 
curtailed will be at the expense of those who 
oppose major changes to those programs.   
 
Leahy claimed that “[t]he legislation bans bulk 
collection under Section 215 of the USA 
PATRIOT Act and other surveillance 
authorities, requires the government to narrow 
the scope of a search to a clearly defined 
“specific selection term,” adds needed 
transparency and reporting requirements, and 
provides key reforms to the Foreign 
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Intelligence Surveillance Act (FISA) Court.” 
The “USA FREEDOM Act of 2014” is 
cosponsored by Senators Mike Lee (R-UT), 
Dick Durbin (D-IL), Dean Heller (R-NV), Al 
Franken (D-MN), Ted Cruz (R-TX), Richard 
Blumenthal (D-CT), Tom Udall (D- NM), 
Chris Coons (D-DE), Martin Heinrich (D-
NM), Ed Markey (D-MA), Mazie Hirono (D-
HI), Amy Klobuchar (D-MN), and Sheldon 
Whitehouse (D-RI) and Chuck Schumer (D-
NY). 
 
Leahy’s summary stated that the “USA 
FREEDOM Act of 2014:” 
 [B]ans the bulk collection of 

Americans’ private records. 
o This bill enacts significant 

reforms to the surveillance 
authorities that the government 
has used to justify collecting 
Americans’ telephone records 
and Internet metadata in bulk.  

o It bans bulk collection by 
requiring the government to 
narrowly limit the scope of its 
collection, and makes clear that 
the government may not collect 
all information relating to a 
particular service provider or to 
a broad geographic region, such 
as a city, zip code or area code. 

 [P]rovides the Intelligence Community 
with the authority it needs to collect 
phone records in a more targeted 
manner. 

o To replace bulk collection, the 
bill authorizes the use of 
Section 215 to obtain two hops 
of “call detail records” on a 
daily basis, if the government 
can demonstrate reasonable, 
articulable suspicion that its 
search term is associated with a 
foreign terrorist organization.  

 [E]xpands government and company 
reporting to the public.  

o The bill requires the 
government to report the 
number of individuals whose 
information has been collected 
under various authorities; the 
number of those individuals 
who were likely Americans; and 
the number of searches run on 
Americans in certain databases. 
It contains exceptions for 
numbers that are not currently 
possible to generate. 

o This bill gives private 
companies four options for 
reporting public information 
about the number of FISA 
orders and national security 
letters they receive. 

 [R]eforms the FISA Court process.  
o This bill requires the FISA 

Court, in consultation with the 
Privacy and Civil Liberties 
Oversight Board, to appoint a 
panel of special advocates who 
are to advance legal positions in 
support of individual privacy 
and civil liberties. 

o This bill enhances mechanisms 
for appellate review of FISA 
Court decisions. The USA 
FREEDOM Act of 2014 brings 
Section 215 and National 
Security Letter nondisclosure 
orders into compliance with the 
First Amendment.  

 [I]mposes new privacy protections for 
FISA pen registers.  

 [P]rohibits the use of unlawfully 
obtained information under Section 
702 of FISA. 

 [E]xtends the June 2015 USA 
PATRIOT Act sunsets to December 
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2017, to bring them in line with the 
current FISA Amendments Act sunset. 

 
Additionally, the “USA FREEDOM Act of 
2014” has garnered the support of a number of 
civil liberties and privacy advocacy 
organizations and technology entities, including 
the American Civil Liberties Union (ACLU), 
the Center for Democracy and Technology 
(CDT), the Information Technology Industry 
Council (ITI), and the Reform Government 
Surveillance (consisting of AOL, Apple, 
Dropbox, Facebook, Google, LinkedIn, 
Microsoft, Twitter, and Yahoo!) 
 
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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