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TAXES 
 
Spotlight Remains on Corporate Inversions 
through August Recess 
 
Key Points: 
 
 Senate Democrats urge Administration to 

pursue stop-gap measure to curb inversions 
transactions and Administration explores 
possible unilateral actions. 

 House and Senate Democrats urge 
Administration to pursue federal contracts ban 
for inverting companies. 

 Senator Schumer (D-NY) announces earning 
stripping proposal which he asserts should be 
included in anti-inversion efforts. 

 Senate Finance Committee Chairman Wyden 
(D-OR) urges bipartisan action on inversions 
in September. 

 
 
 
Administrative Action 
At the beginning of the August recess, Senators 
Durbin (D-IL), Reed (D-RI) and Warren (D-
MA) sent a letter to President Obama urging 
him to use his executive authority to reduce or 
eliminate tax breaks for companies that shift 
their headquarters overseas to avoid paying 
U.S. taxes, emphasizing the need for immediate 
action, considering the growing trend in 
corporate tax avoidance. In response, the 
Treasury Department issued a statement on 
inversions and the President, along with 
Treasury, began exploring unilateral actions to 

Upcoming in Congress 
 House – The House is in recess until September 8.  House Majority Leader Kevin 

McCarthy (R-CA) released a memorandum describing three items he expects the 
House to consider in September: (1) a package of jobs and economic growth bills (likely 
those that have already passed the House), such as bills relating to reducing regulatory 
burdens, increasing access to capital, and making permanent certain tax provisions; (2) a 
consolidated energy package, which could include provisions relating to federal lands, 
Keystone XL pipeline, and environmental regulations; and (3) healthcare.  
 

 Senate –The Senate is in recess until September 8. In a statement on the floor before the 
August recess, Senate Majority Leader Reid (D-NV) said that September 23 is the 
target adjournment date until after the mid-term elections, noting that during this time in 
September “there will be no weekends off.” He explained that the Senate’s September 
legislative agenda will include appropriations bills, reauthorization of the Internet Tax 
Freedom Act and the Export-Import Bank, the National Defense Authorization Act and 
a constitutional amendment regarding campaign financing.  Reid noted that the Senate 
may also revisit legislation on the minimum wage, student loans and women’s access to 
contraceptives.  
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curb corporate inversions, reversing its position 
that only Congress has the authority to stop or 
slow the deals.   
 
Specifically, Treasury Secretary Lew and the 
Administration began exploring possibilities for 
a stopgap measure while Congress works on a 
legislation to address inversions. Apparently, 
Treasury is reviewing a broad range of 
authorities for possible administrative actions 
that could limit the ability of companies to 
engage in inversions, as well as approaches that 
could meaningfully reduce the tax benefits after 
inversions take place, to at least provide a 
partial fix. The Administration has not said 
when any changes would be announced or 
what they might be, though options appear to 
include reclassifying some companies’ debt as 
equity and preventing companies from using 
offshore assets that have not been taxed by the 
U.S. to finance inversion deals (the IRC 163(j) 
provision). This would limit companies from 
accessing profits through inversions.  However, 
experts are speculating that any administrative 
remedies would face high hurdles reasoning 
that using regulations to implement a stop gap 
measure would do more harm than good.  
 
House Levin Discussion Draft and Schumer 
Announcement  
Action so far this recess includes efforts by 
House Ways and Means Committee Ranking 
Member Sandy Levin (D-MI), who is working 
on a discussion draft to complement the “The 
Stop Corporate Inversion Act of 2014” to 
broadly limit earnings stripping and so-called 
“hopscotching” of loans following an inversion 
as an additional means of addressing 
inversions. The draft bill text and press release 
leaked before the August recess but have not 
officially been released. In them, Rep. Levin 
invites comments before September 5 on his 
draft legislation – but details could change 
when he does officially release the proposal.   

Also on earning stripping, Senator Charles 
Schumer (D-NY) announced a proposal to 
restrict the practice whereby inverted U.S. 
companies borrow money from overseas 
parents and deduct the interest expense on U.S. 
taxes. The proposal would change IRS rules on 
interest deductions for inverted companies, 
eliminating a provision that allows companies 
to have 1.5 times as much debt as equity while 
deducting all allowable interest costs and put in 
place other restrictions. Actual text of the 
proposal is not expected until September.  
Senator Schumer said he hopes the provision 
can be included in a broader package to address 
inversions before the November elections.  
 
Shortly following Senator Schumer’s 
announcement,  Senate Finance Committee 
Chairman Ron Wyden (D-OR) issued a 
statement explaining that he has had many 
discussions with Senator Schumer on the issue 
of inversions and has also been working with 
Ranking Member Hatch’s (R-UT) team to put a 
bipartisan “Committee lens” to the issue. The 
statement specified that the Committee’s 
efforts include addressing earning stripping 
which he said is a key piece of any sound 
solution.  The statement urged action on 
bipartisan legislation when Congress returns in 
September.  
 
Contract Limits 
Also in August, several House and Senate 
Democrats wrote a letter to President Obama 
calling on the Administration to deny federal 
contracts for inverting companies that have 
moved their headquarters offshore for tax 
purposes. The letter was written by 
Representatives DeLauro (D-CT), Doggett (D-
TX) and Levin (D-MI); and Senators Levin (D-
MI), Durbin (D-IL) and Reed (D-RI). Recall 
that in July they introduced the “No Federal 
Contracts for Corporate Deserters Act,” which 
would bar contracts from going to businesses 
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that incorporate overseas, are majority-owned 
by shareholders of the former U.S. corporation, 
and do not have a substantial business presence 
in the foreign country in which they are 
incorporating.  Note that this is a government 
procurement bill rather than a tax measure. 
 
As is clear, the issue continues to develop even 
over the normally quiet August break.  It also 
has the potential to be used in a political 
manner with the upcoming elections in 
November, so expect potential new policy 
ideas and discussions on the issue of inversions 
for the next several months. 
  
 
House May Take Up a Bill that 
Encourages Saving for Disabled 
Individuals in September 
 
Key Point: 
 
 House may take up a bill that encourages 

savings for disabled individuals in September 
(ABLE Act). 

 
Disability groups are urging the House to take 
up the “Achieving a Better Life Experience Act 
of 2013,” H.R. 647, (ABLE Act) as amended 
and passed out of the House Ways and Means 
Committee.  The bill has 379 cosponsors in the 
House out of 435 voting members, a 
substantial majority.  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.     
 
 
FINANCIAL SERVICES 
 
Federal Advisory Committee on Insurance 
(FACI) Discusses International and 
Domestic Insurance Developments   
 
Key Points: 
 Federal Advisory Committee on Insurance 

(FACI) discusses domestic and international 
insurance developments. 

 Next FACI meeting scheduled for November 
6. 

 
On August 7, the Federal Advisory Committee 
on Insurance (FACI) held an open meeting. 
The Committee discussed its renewed charter, 
bylaws, subcommittees, and pending issues of 
concern to members, including matters of 
regulatory modernization and international 
standard-setting. Federal Insurance Office 
(FIO) Director Michael McRaith noted that the 
next FACI meeting would be scheduled for 
November 6, 2014 which would include a 
discussion on international insurance 
developments. McRaith noted that the 
Committee’s membership has been increased 
from 15 to 21 to reflect the diversity of the 
insurance sector and that Daniel Glaser, 
President and CEO of Marsh & McLennan 
Companies, would serve as the FACI Chair. 
 
Several members of the Committee offered 
their suggestions on the issues the Committee 
should address going forward, including: 
captive insurance; the affordability and 
availability of insurance; consumer credit 
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insurance; lender-placed insurance; private 
mortgage insurance, including FIO 
coordination with the National Association of 
Insurance Commissioners (NAIC); “complex” 
annuity and other life insurance products; 
national disaster strategy; the National Flood 
Insurance Program (NFIP); the impact of the 
“Common Framework for the Supervision of 
Internationally Active Insurance Groups” 
(ComFrame); insurance solvency issues; 
domestic capital standards for Federal Reserve 
regulated companies; uniformity of the 
guaranty association system; and the interaction 
of technology and regulation. FACI Chairman 
Glaser suggested the Committee examine the 
certification processes associated with events 
like natural disasters and terrorist attacks. He 
also expressed an interest in disaster resilience 
and pre-planning.  
 
McRaith suggested looking at the alternative 
transfers of risk and new types of capital 
raising.  McRaith noted the Committee will 
more thoroughly examine international 
developments at future meetings. He said the 
International Association of Insurance 
Supervisors (IAIS) is examining how the 
insurance market has changed over the past ten 
years. He pointed to the rapid growth in 
premium volume coming from emerging 
markets and suggested that the Committee 
could examine global demographics and 
retirement concerns in nations such as China, 
South Korea and Brazil at future meetings. He 
stressed the need for U.S. firms to be able to 
compete on a level playing field. Glaser 
stressed the need to address variability in 
international regulations. Franklin Montross, 
Chairman, President and CEO of General Re 
Corporation, cited the issue of equivalency and 
how it is interpreted across the globe. McRaith 
noted the Committee would be discussing 
developments in the European Union (EU) at 
its next meeting. 

Several House Democrats Ask for Delay of 
Volcker Rule PE and VC Provisions 
 
Key Point: 
 Three House Financial Services Committee 

Democratic Members ask the Federal Reserve 
to allow banking entities to receive a 
conformance period until July 2022 under the 
Volcker Rule for investments in venture 
capital and private equity funds.  

 
On August 7, three Democratic Members of 
the House Financial Services Committee – 
Representatives Gary Peters (D-MI), John 
Carney Jr. (D-DE) and Denny Heck (D-WA) – 
sent a letter to the Federal Reserve urging it to 
“streamline the process for banking entities to 
receive a full seven-year conformance period 
(until July 2022) for pre-May 2010 investments 
in venture capital and private equity funds.” 
The three Members requested the delay to 
allow “pre-existing fund investments to wind-
down naturally with minimum disruption”. 
They proposed two approaches to achieve this 
result: (1) “eliminate the requirement that 
banking entities seek consent from third-parties 
to be let out of their commitments before a 
venture capital or private equity fund is eligible 
for the five-year extension period”; or (2) 
“create a new category of illiquid venture 
capital and private equity funds that would 
receive a categorical seven-year conformance 
extension.” 
 
Upcoming Hearings and Events 
 
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 
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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  
 
DOE Finalizes New Process for Reviewing 
LNG Exports 
 
Key Points: 
 The Department of Energy finalized its 

revisions to the process by which it approves 
exports of LNG to countries that do not have 
Free Trade Agreements with the U.S. 

 The new process ends the Department’s 
granting of “conditional authorizations” of 
exports pending completion of a separate 
federal environmental review of the export 
facility. 

 
Today, the Department of Energy (DOE) 
published a final rule establishing its new 
process for authorizing exports of liquefied 
natural gas (LNG) under the Natural Gas Act. 
The Department reviews applications to export 
LNG to non-Free Trade Agreement (FTA) 
countries, and under the Natural Gas Act, must 
approve them if they are found to be in the 
national interest. The Department previously 
published an “order of precedence” for 
considering LNG export applications. The new 
final rule rescinds that order and also ends the 
Department’s practice of providing 
“conditional authorizations” for exports. The 
Department provided conditional 
authorizations pending the Federal Energy 
Regulatory Commission’s (FERC) review and 

approval of applications to construct the export 
facility associated with the planned LNG 
exports subject to the Department of Energy 
review. FERC typically conducts the National 
Environmental Policy Act (NEPA) review of 
the proposed LNG export facilities as part of 
its approval process.   
 
Under the new process, the Department will 
“act on applications as they become ready for 
final action” following completion of “the 
pertinent NEPA review process and when 
DOE has sufficient information on which to 
base a public interest determination.” 
 
To date, the DOE has conditionally approved 
eight LNG export applications and given final 
approval to Cheniere’s application to export 2.2 
billion cubic feet per day of natural gas from its 
facility in Cameron Parish, Louisiana. The 
Department stated that these approvals, issued 
under the old procedures, remain valid.  
 
The Department published its proposed rule 
on the new export application review process 
on June 4, soliciting public comment. In the 
final rule, the DOE responded to the public 
comments it received, providing its justification 
for the new process: 
 In support of its decision to only issue 

authorizations following completion of 
the NEPA process, the DOE stated 
that it has “seen numerous instances 
where applicants have proven willing to 
commit resources to NEPA review 
before having received a conditional 
[LNG export] authorization” 

 The DOE also explained that the new 
process will better focus the 
Department’s resources in reviewing 
applications and better support 
informed decisions based on the 
“cumulative impacts” of multiple LNG 
export applications. The Department 
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noted that “[b]y eliminating the 
possibility that [DOE] will issue 
conditional decisions on applications 
that never complete the NEPA review 
process, the proposed procedures will 
help focus DOE’s decisionmaking on 
projects that are most likely to proceed 
and, therefore, will benefit DOE’s 
ability to assess cumulative market 
impacts.”  

 The Department found that the new 
process will also allow it to consider 
economic, international and 
environmental issues in a single 
national interest analysis.  

 
Upcoming Hearings and Events 
 
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. 
 
 
Upcoming in Congress was written by Laura Simmons.  
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