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TAXES 
 
Ways and Means Blog Breaks Down 
Inversions 
Key Points: 
 Ways and Means Committee continues blog 

posts on international tax issues.  
 Argues one solution to the inversion problem is 

reform that moves to an exemption system and 
create an “innovation box”. 

 
On August 18, the House Ways and Means 
Committee published a blog post describing 
inversions and the impact on the U.S. 
economy. “Inversions” are used by companies 
to shift income to a foreign country with a 
lower corporate tax rate. The blog contended 
this is happening because the U.S. has the 
highest corporate tax rate in the world and is 
one of the few countries taxing every dollar a 
company makes. For example, many countries 
only tax money made within their borders 
whereas the U.S. taxes overseas profit brought 
back into the country.  
 
The blog suggested that the overall solution is 
to correct the tax code. It proposed moving to 
an exemption tax system, which is used in 
almost every other country, and implementing 
an “innovation box”, which is intended to 
encourage more companies to locate their 
research and development in the U.S.   

 
 
 
 
It suggested the Administration has focused on 
making it harder for companies to invert but 
neglects to alter the comparative tax advantage, 
making it more likely foreign firms will acquire 
American firms.  
 
Ways and Means Continues to Make Case 
for International Tax Reform  
Key point: 
 Ways and Means Committee blog post 

suggests BEPS guidelines will pressure 
American companies to shift R&D overseas 
to keep lower tax rate, and that a modernized 
international tax system could protect the 
corporate tax base. 

 
On August 13, the House Ways and Means 
Committee recently published a blog post 
explaining the importance of tax reform in the 
U.S. The article noted more than $2 trillion of 
U.S. capital is now located outside of the U.S 
due to the “flawed” tax code. The blog 
discussed the Base Erosion and Profit Shifting 
(BEPS) project under the Organization for 

 
This Week in Congress 

House and Senate – The House and Senate were in recess.  
 
Upcoming in Congress 

House and Senate – The House and Senate will be in recess until Tuesday, September 
8th.  
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Economic Cooperation and Development 
(OECD), which is expected to release new 
guidelines for international profits this fall. 
Under the BEPS guidelines, companies will be 
required to do their research and development 
in the country that is offering the “patent box” 
or “innovation box.” Many American 
companies have taken advantage of these rates 
by moving IP assets to a low tax jurisdiction. 
The blog states that the BEPS guidelines will 
pressure these companies to move the research 
and development operations to the low tax 
jurisdictions as well in order to keep the low tax 
rate.  
 
Think Tank Negative on Patent Box 
Proposal, Says U.S. Should Focus on 
Business Tax Reform 
 
Key Points: 
 Heritage Foundation argues that Congress 

must first implement overall business tax 
reform before it ‘rushes’ to create an innovation 
box.  

 Heritage argues ‘rushing’ to implement an 
innovation box will likely lead to unintended 
consequences. 
 

According to a Heritage Foundation article, 
Congress should focus on lowering business 
tax rates and creating a territorial system rather 
than rushing to implement an innovation box. 
The author, Chris S. Dubray, cited many 
justifications for creating an innovation box in 
the U.S., but stated that it is “not sound 
policy”. The Senate Finance Committee’s 
Working Group on International Tax Reform 
report recommended the creation of an 
innovation box and pointed to the need to 
protect U.S. businesses from the OECD BEPS 
guidelines.  
 

Dubray discussed many reasons why he 
believes implementing an innovation box will 
not be sound tax policy. He asserted that an 
innovation box naturally creates “winners and 
losers” rather than taxing all business income at 
the same rate. He suggested it would be unfair 
to force businesses ineligible for the box to pay 
an uncompetitive tax rate while others enjoy 
the benefits of lower taxes.  
 
This piece was published in light of a recent 
proposal from Representatives Charles 
Boustany (R-LA) and Richard Neal (D-MA) on 
patent boxes, where they released a discussion 
draft for a proposed innovation box. The 
legislation is designed to attract and retain 
research and development investment and 
intellectual property in the U.S.  It is seen as a 
key piece to potential international tax reform 
that the Ways and Means Committee is 
working on for the fall.  As such, the negative 
review by the Heritage Foundation may be a 
challenge with which the Committee will have 
to contend. 
  
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201. Nicole 
Ruzinski contributed to this report.     
 
 
FINANCIAL SERVICES 
 
CFTC Issues Proposes Amendments to 
Recordkeeping Rules for Cleared Swaps 
Key Point: 
 The CFTC issued a proposed rule intended to 

clarify the reporting requirements related to 
cleared swap transactions. 

 
On August 19, the Commodity Futures 
Trading Commission (CFTC) voted to approve 
a proposed rule amending the reporting and 
recordkeeping regulations for swap 
counterparties and registered entities for 
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cleared swap transactions. Chairman Timothy 
Massad suggested that the proposal would 
improve data quality and reduce compliance 
costs. In a statement, he said the rule would: (1) 
“clarify the reporting obligations of the 
clearinghouse where the swap is cleared”; (2) 
“ensure that there are not multiple records of a 
swap that can lead to erroneous double 
counting, and that accurate valuations of swaps 
are provided on an ongoing basis”; (3) 
“eliminate unnecessary reporting requirements 
for swap dealers and major swap participants”; 
and (4) “improve the Commission’s ability to 
trace swaps from execution through clearing.” 
 
Commissioner J. Christopher Giancarlo issued 
a statement expressing support for the 
proposal, suggesting that it “demonstrates that 
the Commission can revisit Dodd-Frank 
rulesets and make needed adjustments based on 
its implementation experience over the past 
few years.” He urged the Commission to take 
similar action on other regulations, particularly 
its swap trading rules. 
 
The proposed rule has a 60 day comment 
period. 
 
CFTC Commissioner Mark Wetjen 
Announces Resignation 
Key Point: 
 CFTC Commissioner Mark Wetjen 

announced his resignation effective August 28, 
2015. Resignation will leave two open seats. 

 
On August 14, Commodity Futures Trading 
Commission (CFTC) Commissioner Mark 
Wetjen announced that he will be resigning 
from Commission, effective August 28, 2015. 
Wetjen has served a Commissioner since 2011, 
including serving as Acting Chairman from 
January 2014 to June 2014. 
 

Wetjen’s resignation leaves two open seats on 
the Commission, including the seat vacated by 
former Commissioner Scott O’Malia. No 
nominees have been announced to fill either 
seat. 
 
SEC Commissioners Issue Joint Statement 
on Enforcement Action  
Key Points: 
 SEC Commissioners Luis Aguilar, Daniel 

Gallagher, Kara Stein and Michael Piwowar 
issue a joint statement on an enforcement 
action involving municipal bond sales and 
offers to retail investors. 

 Commissioner Aguilar issued a statement on 
the importance of clarity in SEC orders for 
enforcement actions.  

 
On August 13, SEC Commissioners Luis 
Aguilar, Daniel Gallagher, Kara Stein and 
Michael Piwowar issued a joint statement on a 
recent enforcement action “involving the offer 
and sale of municipal bonds to retail investors.”  
The Commissioners stated that the 
enforcement action “highlights the need for 
clear rules requiring the disclosure of mark-ups 
and mark-downs” of municipal bonds.  The 
Commissioners went on to “encourage the 
Financial Industry Regulatory Authority 
(FINRA) and the Municipal Securities 
Rulemaking Board (MSRB) to complete rules 
mandating transparency of mark-ups and mark-
downs, even in riskless principal trades.”  The 
Commissioners suggested if FINRA and the 
MSRB do not finalize rules on this issue then 
the SEC “should propose rules to address this 
important issue.”  
 
Separately, on August 10, SEC Commissioner 
Luis Aguilar issued a statement on the “critical 
importance of clarity in Commission Orders 
for enforcement actions.”  He suggested that 
what the SEC says about enforcement actions 
is one of the “most effective deterrents against 
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future misconduct” As such, he stated that 
Commission orders need to “contain 
sufficiently detailed facts so that there is no 
doubt as to why the Commission brought an 
enforcement action, why the respondent 
deserved to be sanctioned, and why the 
Commission imposed the sanctions it did.” He 
suggested that Commission orders should be 
especially clear when dealing with violations by 
Chief Compliance Officers (CCOs).  
Commissioner Aguilar concluded that clear 
guidance in Orders “helps maximize the 
deterrent effect of enforcement actions, and, 
just as important, informs others as to future 
behavior.” 
 
Federal Reserve Issues Clarification of 
Transaction Monitoring Costs in the 
Interchange Fee Standard 
Key Point: 
 The Federal Reserve issued a clarification for 

Regulation II relating to debit card and 
interchange fees and routing, regarding the 
inclusion of transaction-monitoring costs in the 
interchange fee standard.  

 
On August 10, the Federal Reserve issued a 
clarification of Regulation II, related to the 
debit card interchange fees and routing, 
“regarding the inclusion of transaction-
monitoring costs in the interchange fee 
standard.” Regulation II implements “standards 
for assessing whether interchange transaction 
fees for electronic debit transactions are 
reasonable and proportional to the cost 
incurred by the issuer, as required by section 
920 of the Electronic Fund Transfer Act 
(EFTA).” The Federal Reserve Board issued 
final rules implementing section 920 in July 
2011 and amendments to Regulation II in 
August 2012.  On March 21, 2014, the Court of 
Appeals for the D.C. Circuit issued an opinion 
reversing an earlier District Court ruling and 
“largely upheld Regulation II against a 

challenge to the rule by merchant groups.” In 
the ruling, the D.C. Circuit Court held that the 
Board’s inclusion of transaction-monitoring 
costs in the interchange fee standard needed 
further explanation.  
 
In the clarification the Board explains that in 
the Final Rule the Board identified the types of 
costs that could not be included in the 
interchange fee standard on the basis of 
whether those costs are “incurred in the course 
of effecting transactions.” The Board explained 
that “costs that were not incurred in the course 
of effecting any electronic debt transactions” 
were determined to be outside of the allowable 
“ambit of the interchange standard,” but the 
standard could include “any cost that is not 
prohibited, i.e. any cost that is incurred in 
effecting any electronic debit transaction.”  The 
Board notes that Court of Appeals found this 
to be “reasonable line-drawing.”  The Board 
explains in the clarification that the same 
rationale supports including transaction-
monitoring costs in the interchange fee 
standard.  
 
Upcoming Hearings and Events 
 
September 10 
Treasury Nomination: The Senate Banking 
Committee will hold a hearing to discuss the 
nomination of Adam J. Szubin to be 
Undersecretary of the Treasury for Terrorism 
and Financial Crimes. 
 
September 30 - October 2 
Security Traders Association Conference: 
The Security Traders Association (STA) will 
host its annual market structure conference. 
Speakers scheduled for the conference include 
SEC Commissioner Kara Stein, SEC Division 
of Trading and Markets Director Steve 
Luparello, and FINRA Chairman and CEO 
Richard Ketchum. The conference will include 
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panels on subjects such as: the SEC Market 
Structure Advisory Committee; the SEC tick 
size pilot program; listed options; the future of 
exchanges; dark pools; and unbundling. 
 
October 22-23 
Office of Financial Research Conference: 
The Office of Financial Research (OFR) will 
host a conference to “explore how methods 
from diverse fields, such as system analysis, 
agent-based modeling, and data visualization, 
can be used to identify, measure, monitor, and 
mitigate risks in the financial system.’ The 
conference will also “examine how risk is 
measured, monitored, and mitigated in other 
sectors and contexts…; how stakeholders make 
tradeoffs between stability, efficiency, and 
innovation in these contexts; and how lessons 
from these contexts can be applied to the 
financial system.” 
 
For more information about financial services issues you 
may email or call Joel Oswald at 202-659-8201. 
Rebecca Konst and Alex Barcham contributed to the 
articles. 
 
 
HEALTH 
 
Top GOP Candidates Unveil Healthcare 
Plans  
Key Points: 
 Senator Rubio and Governor Walker discuss 

specific plans to replace ACA 
 
Senator Marco Rubio (R-FL) and Governor 
Scott Walker (R-WI), both among the top tier 
of candidates seeking to become the 
Republican presidential nominee, outlined 
plans this week to replace the Affordable Care 
Act (ACA). They join Governor Bobby Jindal 
(R-LA), also a candidate for President, who 
released a comprehensive plan in 2014 to 
replace the ACA.  

Senator Rubio’s plan, outlined in a Politico op-
ed entitled, “My Plan to Fix Health Care,” 
promises to replace the “fatally flawed” ACA 
with “modern, consumer-centered reforms that 
lower costs, embrace innovation in healthcare 
and actually increase choices and improve 
quality of care.” Specifically, the Rubio 
proposal includes the following components.  
 
 Tax Credits: Creates a refundable tax 

credit for Americans to purchase health 
insurance. The value of this credit will 
increase annually.  

 Insurance Reform: Allows the 
purchase of health insurance across 
state lines, allows individuals with pre-
existing conditions to purchase 
affordable plans through state-based 
high risk pools, and expands consumer-
centered products like health savings 
accounts (HSAs). 

 Medicare and Medicaid Reform: 
Transforms Medicaid into a “per-capita 
block grant system” that allows states 
additional flexibility in spending Federal 
Medicaid funding, and transitions 
Medicare into a premium support 
system that will provide seniors more 
choices.  

 
Meanwhile, Governor Walker released a 
detailed plan to replace the ACA, titled “The 
Day One Patient Freedom Plan.” The plan 
aims to lower health insurance premiums by 
providing refundable tax credits to individuals 
that do not have employer provided coverage. 
The value of the credit changes based on age 
brackets, ranging from $900 annually for 
individuals age 17 and under, to $3,000 for 
individuals aged 50-64. The plan also provides 
individuals with a $1,000 refundable tax credit 
for signing up for HSAs, and allows for 
additional account flexibility. It allows 
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individuals to purchase health insurance 
coverage across state lines.  
 
The plan includes reforms to several programs, 
including long-term services and supports 
(LTSS) assistance for low-income seniors. It 
also encourages states to implement reforms to 
lower healthcare costs by limiting medical 
litigation.  
 
While self-identified “Republican” and 
“conservative” voters generally agree on 
repealing the ACA, there are varying opinions 
on the best way to replace the law. For 
instance, the plan to provide refundable tax 
credits for the purchase of health insurance is 
viewed by some as creating a new type of 
entitlement program. Many Republican 
authored replacement plans also seek to 
preserve the ability for individuals with pre-
existing conditions to obtain affordable health 
insurance, and include other protections for 
individuals that may otherwise lose health 
insurance coverage following the repeal of the 
ACA.  
 
Upcoming Hearings and Meetings 
 
August 24 
Quality Metrics Reporting: The Center for 
Drug Evaluation and Research and the Center 
for Biologics Evaluation and Research will hold 
a meeting regarding the agency’s plans 
associated with a quality metrics reporting 
program under the authority of the Food, 
Drug, and Cosmetic Act. 
 
August 24-25 
Hospital Outpatient Payment: The Centers 
for Medicare and Medicaid Services will hold a 
meeting of the Advisory Panel on Hospital 
Outpatient Payment.  
 
 

August 26 
Clinical Diagnostic Tests: The Centers of 
Medicare and Medicare Services will hold a 
meeting of the Advisory Panel on Clinical 
Diagnostic Laboratory Tests to recommend 
crosswalks for new laboratory codes, an 
appropriate coding structure for drugs of abuse 
testing, and crosswalks for such drugs of abuse 
testing. 
 
Substance Abuse Treatment: The Substance 
Abuse and Mental Health Services 
Administration will hold a meeting of the 
Center for Substance Abuse Treatment 
National Advisory Council. 
 
Women’s Behavioral Health: The Substance 
Abuse and Mental Health Services 
Administration will hold a meeting of the 
Advisory Committee for Women’s Services to 
discuss behavioral health for pregnant and 
postpartum women and their families; 
disparities in behavioral health services for 
women; and a conversation with the SAMHSA 
Administrator.  
 
August 27-28 
Heritable Disorders: The Health Resources 
and Services Administration will hold a meeting 
of the Advisory Committee on Heritable 
Disorders in Newborns and Children.  
 
 
For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
This Week in Congress was written by Marc Pitarresi.  
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