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TAXES 
 
CBO Releases Updated Budget and 
Economic Outlook; Deficit Expected To 
Be $60 Billion Lower Than March 
Projection; Debt Limit Postponed To 
November/December Timeframe 
 
Key Points: 

 CBO’s report finds the expected deficit will be 
at its lowest level since 2007 

 Debt limit is expected to be postponed until 
Mid-November or early December 

 
In its ‘Update to the Budget and Economic 
Outlook: 2015-2025‘, the Congressional Budget 
Office’s (CBO) projected the budget deficit for 
fiscal year 2015 will be $60 billion less than its 
previous projection released in March 2015. FY 
2015 marks the sixth straight year of a declining 
deficit relative to GDP; however public debt 
has increased and will be almost $13.2 trillion 
by the end of the year. The decreased deficit is 

attributed to greater than expected receipts 
from individual and corporate income taxes.  
 
CBO’s economic projections stayed relatively 
consistent with the findings from the January 
2015 report –the federal budget deficit would 
remain steady in 2015 and 2016, and begin to 
increase in 2017. The federal deficit is expected 
to be 2.1 percent of GDP in 2017, and then 
rise to an average 3.5 percent through 2025. 
CBO projected the public debt will reach 77 
percent of GDP by 2025. The cumulative 
deficit between 2016 and 2025 is projected to 
be $7 trillion because of increased spending on 
Medicare, Medicare, Social Security, and rising 
interest payments on federal debt. 

This Week in Congress 

 House – The House was in recess.  

 Senate – The Senate was in recess.   
 
Next Week in Congress 

 House – The House is expected to consider the “National All Schedules 
Prescription Electronic Reporting Authorization Act of 2015” (H.R. 1725); the 
“Stem Cell Therapeutic and Research Authorization Act of 2015” (H.R. 2820); the 
“E-Warranty Act of 2015” (S. 1359); the “Protecting Our Infants Act of 2015” 
(H.R. 1462); and the “Early Hearing Detection and Intervention Act of 2015” 
(H.R. 1344). The House is also expected to vote on a resolution of disapproval on the 
Iran Nuclear Agreement.  

 Senate – The Senate is expected to proceed to the consideration of the disapproval 
resolution of the Iran Nuclear Agreement (H.J. Res. 61). The Senate may resume 
consideration of the “Cybersecurity Information Sharing Act of 2015” (S. 754).  
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The economic forecast expects the economy 
“to grow modestly” in 2015 and continue 
having solid growth for a few years. Real GDP 
is projected to grow by two percent in 2015, by 
3.1 percent in 2016, and by 2.7 percent in 2017. 
The economy is predicted to grow at 2.2 
percent in 2018 and 2019. Increased consumer 
spending, business investment, and residential 
investment are expected to be the main drivers 
in this economic expansion.  
 
CBO also projected the U.S. will not hit the 
statutory debt limit until mid-November or 
early December as a result of its budget deficit 
estimate. The government technically hit its 
borrowing limit in March and has since been 
using “extraordinary measures” to allow the 
government to continue its operations without 
going into default. The Department of the 
Treasury has not commented on when 
Congress must act to raise the debt limit, 
although how to address a debt limit increase 
could challenge Congressional Republicans. 
President Barack Obama will likely demand an 
increase without any policy or other strings; 
and the next deadline marks the first time 
Republicans will control of both the Senate and 
House during debt limit negotiations. The most 
recent debt limit increase occurred in February 
2014 and only 28 House Republicans voted in 
support of it.  
 
Hatch and Ryan Question Treasury on 
Country-by-Country Reporting Authority 
and Efforts 
 
Key Points: 

 Under the “BEPS” process led by the 
OECD, several countries are working toward 
an agreement that would provide for countries 
then implementing reporting of income on a 
country-by-country basis. 

 Chairs Hatch and Ryan sent a second letter to 
Treasury questioning the Department on the 
issue 

 
The Organisation for Economic Co-operation 
and Development (OECD) is leading an effort 
expected to conclude by the end of 2015 to 
address base erosion, termed the base erosion 
and profit shifting (BEPS) project.  A 
significant part of that project includes 
“country-by-country” reporting of where 
income is earned.  Earlier this summer, Senate 
Finance Committee Chairman Orrin Hatch (R-
UT) and House Ways and Means Committee 
Chairman Paul Ryan (R-WI) sent a letter to the 
Secretary of the Treasury in June questioning 
whether the Department of the Treasury 
(Treasury) can implement such a rule without 
Congress legislating.  The pair asked for 
Treasury to provide a legal memo offering the 
basis for Treasury moving forward despite the 
lack of legislation.  
 
Hatch followed up in July by asking the 
Government Accountability Office (GAO) to 
undertake an analysis of the policies and steps 
contemplated in the OECD’s BEPS project, 
and how those policies would impact the U.S. 
economy. 
 
Last week, the two sent a follow-up letter to 

Upcoming Dates 
September 17: Deadline for 
Congressional disapproval of Iran 
nuclear deal 
September 30, 2015: FAA 
reauthorization expires and FY 2015 
ends 
October 1: FY 2016 begins 
October 29: Highway Trust Fund 
patch and MAP-21 extension expires 
November/December: CBO’s 
estimate of need to raise debt limit 
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Treasury again raising the issue, and criticizing 
Treasury for focusing on developing a country-
by-country reporting regime instead of 
answering their first letter asking for the legal 
authority under which Treasury is acting.  
 
Treasury appears unwilling to submit its legal 
basis for acting, and similarly, the two chairs 
appear unwilling to let the issue go because 
many U.S. companies have raised concerns that 
country-by-country reporting may result in 
other countries claiming income as being 
earned in their country – leading to double 
taxation risks and prolonged disputes with 
countries which are not always based on 
established rules or administrative process.  
 
Ways & Means Republican Members 
Reportedly Considering ‘Interfund 
Borrowing’ for the Social Security 
Disability Fund 
 
Key Points: 

 Move would allow the Social Security 
Disability Insurance trust fund to borrow from 
the fund which covers retirement benefits.  

 
Republican Members of the House Ways and 
Means Committee are discussing “interfund 
borrowing” from the Social Security Old-Age 
and Survivors Insurance trust fund to keep the 
Disability Insurance trust fund solvent. Current 
projections have the disability trust fund 
running out of funds late next year and benefits 
would be cut by 19 percent as the trust fund 
would only be able to pay out what it receives 
in revenue. Democrats are generally opposed to 
interfund borrowing because of concerns that 
it would be difficult to repay the loan and may 
lead to further cuts to the disability program.  
 
President Barack Obama’s FY 2016 Budget 
Request included a request to reallocate payroll 
taxes from the retirement to the disability fund, 

which would have decreased the retirement 
fund’s life by one year, but would result in both 
the retirement and disability trusts being 
solvent until 2033.  
 
Congress used interfund borrowing and 
reallocation to increase resources in both trust 
funds in the past. In the 1980s, Congress 
authorized the retirement fund to borrow $17.5 
billion from the disability and Medicare 
hospital insurance trust funds in 1982. The 
loans were repaid by 1986 following the 1983 
major reforms to Social Security.  
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201.  Laura 
Simmons contributed to this report.     
 
FINANCIAL SERVICES 
 
CFTC Approves NFA Rule Enhancing 
Protections for Retail Forex Customers 
 
Key Points: 

 The rule provides additional protections for 
customers of retail foreign exchange dealers. 

 
On August 27, the Commodity Futures 
Trading Commission (CFTC) approved a rule 
and interpretive notice submitted by the 
National Futures Association (NFA). The rule 
is intended to enhance customer protections in 
retail foreign currency transactions. A CFTC 
press release indicated that the rule would 
enhance protections afforded to retail 
customers of NFA Forex Dealer Members 
(FDMs) by: 

 “imposing additional capital 
requirements on FDMs” 

 “requiring FDMs to collect security 
deposits for off-exchange foreign 
currency transactions from eligible 
contract participant counterparties in 
addition to retail counterparties”  

http://www.williamsandjensen.com/
mailto:CWHatcher@wms-jen.com
http://www.cftc.gov/ucm/groups/public/@newsroom/documents/file/nfaforexsubmission052815.pdf
http://www.cftc.gov/ucm/groups/public/@newsroom/documents/file/nfaforexsubmission052815.pdf
http://www.cftc.gov/PressRoom/PressReleases/pr7219-15
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 “requiring FDMs to adopt and 
implement rigorous risk management 
programs” and  

 “requiring FDMs to provide additional 
market disclosures and firm-specific 
information on their websites to permit 
current and potential counterparties to 
better assess the risks of engaging in 
off-exchange foreign currency 
transactions and with conducting 
business with a particular FDM.” 

 
Chairman Timothy Massad in a statement 
commended the rule for enhancing consumer 
protections and improving dealer risk 
management. He noted that off-exchange forex 
swaps are not subject to mandatory central 
clearing and dealers are not required to hold 
customer funds in segregated accounts. He 
stated that “the losses that many customers and 
dealers incurred in connection with the 
unpegging of the Swiss franc last January were 
a stark reminder of the risks of these markets.” 
He suggested that the rule will “strengthen 
dealers’ minimum capital requirements and 
require much more robust risk management 
practices.” 
 
Commissioner Sharon Bowen also released a 
statement, concurring with the need for the 
rule and commending the NFA’s work “to 
address the fact that retail foreign exchange 
trading is the least regulated retail derivatives 
market that exists in the United States and, in 
fact, is subject to less regulation than most 
derivatives traded by sophisticated, wealthy 
investors.” However, she added that “these 
proposals are not, by themselves, enough to 
provide retail commodity investors the basic 
protections they enjoy for every other 
commodity except foreign exchange.” She 
stated that the CFTC should “adopt more 
rigorous regulations on retail foreign exchange 
dealers”, adding that retail foreign exchange 

transactions should occur on regulated 
exchanges rather than over-the-counter trading 
“where customers are betting against the 
house”. Bowen recommended that the CFTC 
should provide greater protections to require 
retail foreign currency dealers to be “subject to 
the same strict regulations that other 
commodities dealers face, such as keeping 
customer funds in protected accounts, ensuring 
fair dealing, appropriate disclosures, system 
safeguards, and appropriate restrictions on 
leverage.” Bowen expressed particular concern 
about the “woefully inappropriate” leverage 
ratios, “given the risks posed” to investors. 
 
Upcoming Hearings and Events 
 
September 9 
Task Force to Investigate Terrorism 
Financing: The House Financial Services’ 
Task Force to Investigate Terrorism Financing 
will hold a hearing entitled “Could America Do 
More? An Examination of U.S. Efforts to Stop 
the Financing of Terror.” Witnesses will 
include: Dr. Louise Shelley, founder and 
Director, Terrorism, Transnational Crime and 
Corruption Center, George Mason University; 
Dr. Daniel Larkin, former FBI Unit Chief and 
founder of the National Cyber Forensics and 
Training Alliance; Scott Modell, Managing 
Director, the Rapidan Group.  
 
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. 
 
DOL Fiduciary Rule: The Oversight and 
Investigations Subcommittee and the Capital 
Markets and Government Sponsored 
Enterprises Subcommittee will hold a joint 
hearing on “Preserving Retirement Security and 

http://www.williamsandjensen.com/
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Investment Choices for All Americans.”  The 
subcommittees will consider the Department of 
Labor’s (DOL) proposed fiduciary definition 
rule and also examine H.R. 1090, the Retail 
Investor Protection Act, introduced by Rep. 
Ann Wagner (R-MO).  H.R. 1090 would 
prohibit the Department of Labor from 
prescribing a fiduciary rule until 60 days after 
the Securities and Exchange Commission issues 
a final fiduciary rule. Witnesses will include: 
Caleb Callahan, ValMark Securities, on behalf 
of the Association of Advanced Life 
Underwriting; Professor Mercer Bullard, 
Professor of Law, University of Mississippi 
School of Law; Juli McNeely, President of the 
National Association of Insurance and 
Financial Advisors; Paul Schott Stevens, 
President and CEO of the Investment 
Company Institute; and Scott Stolz, Senior Vice 
President, Raymond James & Associates.  
 
September 22 
CFTC Agriculture Advisory Committee: 
The Commodity Futures Trading 
Commission’s (CFTC or Commission) 
Agricultural Advisory Committee (AAC) will 
hold a public meeting that will focus on, among 
other issues, topics related to speculative 
position limits for agricultural commodities and 
other agricultural market issues. 
 
September 23 
Advisory Committee on Small and 
Emerging Companies: The SEC Advisory 
Committee on Small and Emerging Companies 
will hold a public meeting to discuss “matters 
relating to rules and regulations affecting small 
and emerging companies under the federal 
securities laws.” 
 
September 24 
Equity Market Structure Advisory 
Committee: The SEC’s Equity Market 
Structure Advisory Committee will hold a 

public meeting to focus on “Rule 610 of SEC 
Regulation NMS and the regulatory structure 
of trading venues.”  
 
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 
panels on subjects such as: the SEC Equity 
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. 
 
 
 
 
 

http://www.williamsandjensen.com/
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ENERGY AND ENVIRONMENT 
 
House and Senate Energy Legislation 
Update and Outlook 
 
Key Points: 

 The Senate Energy and Natural Resources 
Committee approved the “Energy Policy 
Modernization Act” and legislation to 
authorize crude oil exports on July 30. 

 The House Energy and Power Subcommittee 
approved its version of an energy bill on July 
22. The full House Energy and Commerce 
Committee is expected to vote on the legislation 
this month. The Committee is also expected 
debate legislation permitting crude oil exports 
in the coming weeks.        

 
House: On July 22 the House Energy and 
Commerce Committee’s Subcommittee on 
Energy and Power voted to approve legislation 
“To modernize energy infrastructure, build a 
21st century energy and manufacturing 
workforce, bolster America’s energy security 
and diplomacy, and promote energy efficiency 
and government accountability...” No 
amendments were offered and the 
Subcommittee favorably reported the bill to the 
full Committee by voice vote.   
 
The legislation is divided into four titles:  Title 
I, “Modernizing and Protecting Infrastructure”; 
Title II, “21st Century Workforce”; Title III, 
“Energy Security and Diplomacy”; and Title 
IV, “Energy Efficiency and Accountability.”   
 
At the July Subcommittee markup, Members 
discussed issues they would like to see 
addressed in the package, with Chairman Fred 
Upton (R-MI) declaring in his opening 
statement that “I have committed to working 
to include several of the Department of 
Energy’s recommendations from its 
Quadrennial Energy Review into the final draft, 

including changes to the Strategic Petroleum 
Reserve, state grant programs for grid and 
pipeline infrastructure resiliency and 
modernization, and updates to the Oil Spill 
Liability Trust Fund.” A full Committee 
markup is expected later in September.   
 
The Committee is expected to also act on 
legislation to allow crude oil exports. On July 
30, Speaker of the House John Boehner (R-
OH) declared his support for ending the oil 
export ban. In a blog post on August 18, 
House Majority Leader Kevin McCarthy (R-
CA) indicated that the House would debate oil 
export legislation in the near future. The House 
Energy and Commerce Committee, and the full 
House, are expected to vote on oil export 
legislation separately from the broader energy 
bill.     
 
Senate: On July 30, the Senate Energy and 
Natural Resources Committee voted to pass a 
series of energy bills, including the “Energy 
Policy Modernization Act of 2015“ and the 
“Offshore Production and Energizing National 
Security Act of 2015“.  
 
The “Energy Policy Modernization Act” covers 
many of the same broad issues as the House 
energy bill, and includes provisions addressing 
energy efficiency, infrastructure, supply and 
accountability. The Committee approved the 
bill in a bipartisan 18-4 vote.    
 
The “Offshore Production and Energizing 
National Security Act of 2015“ would open 
new offshore areas to oil and natural gas 
production and provide additional revenue-
sharing of offshore lease proceeds with coastal 
states. The bill also includes a provision that 
would authorize “any domestic crude oil or 
condensate (other than crude oil stored in the 
Strategic Petroleum Reserve) [to] be exported 
without a Federal license to countries not 

http://www.williamsandjensen.com/
http://energycommerce.house.gov/sites/republicans.energycommerce.house.gov/files/114/07-20-15%20EP%20Subcomm%20Draft.pdf
http://energycommerce.house.gov/sites/republicans.energycommerce.house.gov/files/114/Markups/EP/20150722/HMKP-114-IF03-MState-U000031-20150721.pdf
http://energycommerce.house.gov/sites/republicans.energycommerce.house.gov/files/114/Markups/EP/20150722/HMKP-114-IF03-MState-U000031-20150721.pdf
http://www.speaker.gov/general/boehner-makes-news-call-lift-oil-export-ban
http://www.majorityleader.gov/2015/08/17/houses-policies-build-americas-energy-renaissance/
http://www.energy.senate.gov/public/index.cfm/files/serve?File_id=eb454e3b-7f32-479e-b1a6-e84f9019941d
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http://www.energy.senate.gov/public/index.cfm/files/serve?File_id=6d93c9d0-b15a-4e15-ac8e-e75663d6361d
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subject to sanctions by the United States.” 
Committee Chair Lisa Murkowski (R-AK) is 
the sponsor of the legislation and a strong 
proponent of allowing crude oil exports.     
 
Upcoming Hearings and Events 
 
September 9 
EPA Mining Waste Spill: The House Science, 
Space and Technology Committee will hold a 
hearing titled “Holding EPA Accountable for 
Polluting Western Waters.” 
 
Nuclear Regulatory Commission: The 
House Energy and Commerce Committee’s 
Energy and Power Subcommittee and 
Environment and the Economy Subcommittee 
will hold a hearing on “Oversight of the 
Nuclear Regulatory Commission.” 
 
September 9-10 
Pipeline Safety Risk Modeling: The Pipeline 
and Hazardous Materials Safety Administration 
“will hold a public workshop to discuss risk 
modeling methodologies of gas transmission 
and hazardous liquid pipelines and non-
pipeline systems.”  
 
September 10 
Power Supply Threats: The House Science, 
Space and Technology Committee will hold a 
hearing titled “Examining Vulnerabilities of 
America’s Power Supply.”   
 
Pipeline Mapping: The Pipeline and 
Hazardous Materials Safety Administration will 
hold a public meeting on the National Pipeline 
Mapping System. 
 
September 15 
Gulf of Mexico Energy Production: The 
House Natural Resources Committee will hold 
a field hearing in New Orleans titled “The 
Impacts of Federal Policies on Energy 

Production and Economic Growth in the 
Gulf.”   
 
September 16 
EPA Mining Waste Spill: The Senate 
Environment and Public Works Committee 
will hold a hearing titled “Oversight of the 
Cause, Response, and Impacts of EPA’s Gold 
King Mine Disaster.” 
 
September 18 
Pipeline Safety: The Senate Commerce 
Committee is expected to hold a hearing in 
Montana on pipeline safety. 
 
October 5 
Winter Energy Outlook: The National 
Association of State Energy Officials 
(NASEO), the Energy Information 
Administration (EIA) and the Department of 
Energy’s Office of Electricity Delivery and 
Energy Reliability will hold the annual “Winter 
Energy Outlook Conference.” 
 
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 
 
Carter’s Announces Partnership With 
Silicon Valley On Wearable Electronics 
Initiative 
 
Key Points: 

 The Secretary of Defense unveils part of the 
DOD’s larger “Offset Strategy” to maintain 
the U.S.’ technological advantage by fostering a 
research partnership to advance the field of 
wearable electronics 

 Carter outlined some of the potential military 
applications of this technology 

 

http://www.williamsandjensen.com/
https://science.house.gov/legislation/hearings/full-committee-hearing-holding-epa-accountable-polluting-western-waters
http://energycommerce.house.gov/hearing/oversight-nuclear-regulatory-commission
http://www.phmsa.dot.gov/portal/site/PHMSA/menuitem.6f23687cf7b00b0f22e4c6962d9c8789/?vgnextoid=aeefe82810f6e410VgnVCM100000d2c97898RCRD&vgnextchannel=574ffed8df6ec410VgnVCM100000d2c97898RCRD&vgnextfmt=default
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On August 28, at National Full-Scale 
Aerodynamics Complex, Moffett Field, 
Mountain View, California, Secretary of 
Defense Ashton Carter announced a new 
initiative  
 
Carter remarked that “[w]hen I began my 
career, most technology of consequence 
originated in America, and a lot of that was 
sponsored by the government, particularly by 
the Defense Department.” He asserted that 
“[t]oday, much more of our technology is 
commercial, and the technology base is 
global…[a]nd other countries have been trying 
to catch up to the breakthroughs that for the 
last several decades made our military more 
advanced than any other.” 
 
Carter stated that “[i]ndeed, technologies once 
long possessed by only the most formidable 
militaries have now gotten into the hands of 
previously less-capable forces, and even non-
state actors.” He added that “[m]eanwhile, 
nations like Russia and China are modernizing 
their forces to try to close the technology gap” 
and claimed that “our reliance on things like 
satellites and the Internet can lead to real 
vulnerabilities in space and cyberspace that our 
adversaries are eager to exploit.” 
 
Carter said that “[s]o here’s what we’re doing to 
stay ahead of those challenges and to stay the 
best.” He stated that “[w]e’re investing 
aggressively in innovation…[and] pushing the 
envelope with research into new technologies – 
on robotics, data science, cybersecurity, 
biotech, hypersonic engines that can fly over 
five times the speed of sound, and I could go 
on.” Carter asserted that “[w]e’re drilling 
tunnels through that wall that sometimes seems 
to separate government from scientists and 
commercial technologists – making it more 
permeable so more of America’s brightest 
minds can contribute to our mission of national 

defense, even if only for a time.” He stated that 
“we’re developing new partnerships with 
America’s private sector and tech communities, 
particularly here in Silicon Valley.” Carter 
stated that “[g]iven what we’ve already done, 
there’s truly no limit to what we can achieve 
together…[a]nd that’s why I’ve been pushing 
the Pentagon to think outside of our five-sided 
box, and invest in innovation here in Silicon 
Valley and in tech communities across the 
country.” Carter said that “today, now, here, 
we’re taking another step forward.”  
 
Carter said that “I’m announcing that the 
Department of Defense is partnering with 
FlexTech Alliance – a consortium of 96 
companies, 41 universities, 14 state and local 
government organizations, and 11 labs and 
non-profits – to establish a new manufacturing 
innovation institute focused on flexible hybrid 
electronics.” He claimed that “[t]his is an 
emerging technology that takes advanced 
flexible materials for circuits, communications, 
sensors, and power, and combines them with 
thinned silicon chips to ultimately produce the 
next generation of electronic products.” Carter 
said that the DOD “is making a $75 million-
dollar investment, which has already been 
matched and actually exceeded by tens of 
millions of dollars in contributions from our 
public- and private-sector partners, represented 
here.”  
 
Carter stated that “like the six other 
Manufacturing Innovation Institutes 
established by President Obama over the last 
three years – four of which DOD helped lead, 
in areas like 3D printing, lightweight metals, 
integrated photonics, and digital manufacturing 
and design – this one will ensure that 
pioneering innovations needed to develop, 
manufacture, and commercialize these cutting-
edge electronics will happen right here in 
America.” He said that “[w]ith over 30 of the 
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partner organizations having a presence 
between San Jose and the Golden Gate Bridge 
– including companies along the alphabet from 
Apple to Lockheed Martin to Xerox – the 
institute will be headquartered here in Silicon 
Valley. And it will also leverage leading and 
emerging innovation ecosystems across the 
country – places like Boston, Chicago, Detroit, 
and northeast Ohio.” 
 
Carter asserted that “[f]lexible hybrid 
electronics have enormous potential for our 
defense mission…[and] [f]or example, our 
industry partners will be able to shape 
electronics to things, after decades of having to 
do it the other way around.” He explained that 
“[b]y seamlessly printing lightweight, flexible 
structural integrity sensors right onto the 
surfaces of ships and aircraft, for example, or 
folding them into cracks and crevices where 
rigid circuit boards and bulky wiring could 
never fit, we’ll be able to have real-time damage 
reports – making the stuff of science fiction, in 
that sense, into reality.” Carter claimed that 
“[o]ur troops will be able to lighten their loads 
with sensors and electronic gear embedded in 
their clothing, and wounded warriors will 
benefit from smart prosthetics that have the 
full flexibility of human skin.” 
 
Carter asserted that “[t]he commercial 
applications will be just as transformative, if 
not more so, given the impact of wearables, 
Internet-of-Things, and so on.” He stated that 
“[s]mart bandages that can analyze a patient’s 
biomarkers in their sweat will help doctors 
catch infections earlier…[and] [s]tretchable 
sensors can be put on cars, bridges, and 
buildings to help keep people safe.” Carter said 
that “[f]lexible medical diagnostics for x-rays 
and breast cancer tests will be more accurate 
and less painful…[a]nd instead of tracking 
athletic performance with bulky devices on our 
wrists, flexible electronics coupled with new, 

revolutionary fibers and textiles will let us 
embed washable, wearable, featherweight 
sensors in our clothes – giving us an even 
clearer picture of our health and fitness.” 
 
Next Generation Bomber Estimates 
Revised 
 
Key Points: 

 The Air Force has submitted revised 10-year 
estimates of its long range bomber program 
after the figure surged between 2014 and 2015 

 The SASC Chairman and Ranking Member 
pressed the DOD for detailed estimates of the 
program 

 
After the Air Force’s top officials admitted that 
its estimates for developing its next generation 
bomber over the last two years were incorrect, 
the top Republican and Democrat on the 
Senate Armed Services Committee released a 
letter in which they press the Air Force for 
more detailed cost information. Development 
of the Air Force’s Long Range Strike – Bomber 
(LRS-B) aircraft was estimated to cost $33.1 
billion over ten years in a 2014 report to 
Congress. However, in its 2015 report, the Air 
Force’s estimate was increased to $58.4 billion 
over ten years, a figure later adjusted downward 
to $41.7 billion recently.  
 
On August 24, Secretary of the Air Force 
Deborah Lee James and Air Force Chief of 
Staff General Mark Welsh III gave a “State of 
the Air Force” press briefing. In response to a 
question about the Air Force’s revised cost 
estimates for the LRB-S, James claimed that 
“[s]o there has been no change in the costing 
factors over the last two years.” She asserted 
that “[i]t was a regrettable mistake…[that] 
occurred in part because of human error and in 
part because of process error, meaning a couple 
of our people got the figures wrong and the 
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process of coordination was not fully carried 
out in this case.”  
 
In an August 31 letter to Secretary of Defense 
Ashton Carter, the Senate Armed Services 
Committee Chairman and Ranking Member 
detailed their concerns about the changing cost 
estimates and asked for detailed information on 
the LRB-S. Senators John McCain (R-AZ) and 
Jack Reed (D-RI) asserted that “[s]uch dramatic 
discrepancies in the long-term cost estimation 
for the LRS-B program are difficult to 
understand, and unfortunately do not inspire 
confidence about the Department's 
management of this important acquisition 
program.” McCain and Reed stated that “[a]s 
such, we write today to request the following: 

 Amended reports provided to the 
congressional defense committees with 
corrected cost estimate information for 
the LRS-B program 

 A detailed accounting by line item of 
the elements used to estimate the 10-
year costs for the LRS-B program 

 A detailed explanation for the 21% 
increase in the 10-year estimated costs 
from the original 2015-2024 period in 
the FY2015 report 

 A detailed explanation why the 
corrected 10-year estimated costs would 
remain at $41.7 billion from FY2015 to 
FY2016 without normally expected 
increases due to inflation factors, 
acquisition profile changes, etc. 

 A detailed explanation of the 
administrative process used to develop 
and coordinate the 10-year cost 
estimates for the section 1043 report, 
how the error occurred, and what 
actions will be taken to prevent future 
occurrences 

 A detailed assessment of impacts to the 
LRS-B program of the increased cost 

estimates, as well as the Department’s 
ability to appropriately fund the 
program in accordance with the 
approved acquisition strategy” 

 
McCain and Reed noted that “[t]he LRS-B 
program is one of the Department’s most 
important and most expensive acquisition 
priorities.” They argued that “[f]or Congress to 
fulfill its proper oversight responsibilities and 
appropriate scarce taxpayer dollars to this and 
other defense programs, it is imperative that we 
receive the most accurate information 
possible.” McCain and Reed stated that “[t]o 
commit administrative errors amounting to 
tens of billions of dollars is simply 
unacceptable.” 
 
Upcoming Hearings and Events 
 
September 8 
Terrorism Post 9/11- The House Homeland 
Security Committee will hold a hearing to 
discuss terrorism post 9/11. 
 
September 9 
Air Force Long-Range Strike Capabilities: 
The House Armed Services Committee will 
hold a hearing to discuss the Air Force’s long-
range strike capabilities. 
 
Iran Nuclear Agreement: The House Foreign 
Affairs Committee will hold a hearing to 
discuss the Iran nuclear agreement. 
 
September 10 
Optimized Fleet Response Plan:  The 
House Armed Services Committee will hold a 
hearing to discuss the optimized fleet response 
plan. 
 
Iran Deal: The House Armed Services 
Committee will hold a hearing to discuss the 
implications of the Iran Deal. 
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For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH 
 

House Panel to Hold Hearings on Planned 
Parenthood Funding; Consolidation in the 
Healthcare Industry 
 
Key Points: 

 House Judiciary Committee plans two 
healthcare hearings next week as Congress 
returns from recess 

 
Next week, the House Judiciary Committee has 
announced that it will hold the first 
Congressional hearing on Planned Parenthood 
following the release of several videos this 
summer involving the sale of fetal tissue. 
Several additional House Committees are 
looking into the practices of Planned 
Parenthood as part of an investigation 
announced by Speaker of the House John 
Boehner (R-OH).  
 
Many Congressional Republicans have argued 
that Planned Parenthood should not receive 
federal funding, and some have advocated 
using an upcoming stopgap measure to keep 
the government open beyond September 30 to 
block funds to the organization. However, 
Boehner and Majority Leader Mitch McConnell 
(R-KY) have both indicated they will not 
support efforts to force a government 
shutdown, and a short-term continuing 
resolution (CR) is expected to continue funding 
agencies at current levels.  
 
Last month, the Senate held a stand-alone vote 
on a measure to prohibit federal funding for 
Planned Parenthood, and the motion to 
proceed to the bill failed by a vote of 53 to 46, 
mostly along party lines. House leaders have 

signaled that a similar bill may receive 
consideration in the House in the coming 
weeks.  
 
Meanwhile, the House Judiciary Committee’s 
Regulatory Reform, Commercial, and Antitrust 
Law Subcommittee will convene a hearing on 
September 10, titled “The State of Competition 
in the Health Care Marketplace: The Patient 
Protection and Affordable Care Act’s Impact 
on Competition.” The Committee will explore 
connections between the ACA and 
consolidation within the healthcare sector, and 
examine the impact on consumers. 
Representatives from a number of healthcare 
industry groups are scheduled to testify, 
including the American Hospital Association 
(AHA), the American Medical Association 
(AMA), and America’s Health Insurance Plans 
(AHIP).   
 
 
Upcoming Hearings and Events 
 
September 9-11 
Oligonucleotide-based Therapeutics: The 
Center for Drug Evaluation and Research and 
the Drug Information Association will hold a 
meeting titled “FDA/DIA Oligonucleotide-
Based Therapeutics Conference 2015” to 
discuss advances, safety, and challenges in the 
field.  
 
September 9 
Planned Parenthood: The House Judiciary 
Committee will hold a hearing entitled 
“Planned Parenthood Exposed: Examining the 
Horrific Abortion Practices at the Nation’s 
Largest Abortion Provider.”  
 
Premature Babies: The Cincinnati Children’s 
Hospital Medical Center will hold a 
congressional briefing entitled “Achieving 21st 
Century Cures: The Cycle of Medical 
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Innovation to Save Premature Babies,” 
focusing on bronchopulmonary dysplasia 
(BPD). 
 
Coverage for Employees: The House Energy 
and Commerce Committee’s Health 
Subcommittee will hold a hearing on H.R. 
1624, the “Protecting Affordable Coverage for 
Employees Act.”  
 
September 10 
National Survey on Drug Use: The 
Substance Abuse and Mental Health Services 
Administration will hold an event for the 
release of the National Survey of Drug Use and 
Health, an annual survey of 67,500 people on 
substance abuse and mental health issues.  
 
Health Care Marketplace: The House 
Judiciary Committee’s Regulatory Reform, 
Commercial and Antitrust Law Subcommittee 
will hold a hearing entitled “The State of 
Competition in the Health Care Marketplace.”  
 
Evidence-Based Medicine: The Healthcare 
Leadership Council will hold a congressional 
briefing on “Evidence-Based Medicine.”  
 
September 11 
Mental Health: The National Institutes of 
Health will hold a meeting of the National 
Advisory Mental Health Council.  
 

For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
 
 
 
 
 
 

TRANSPORTATION AND 
INFRASTRUCTURE  
 
DOT OIG Report on Control Towers 
 
Key Points: 

 OIG finds that some control towers are more 
expensive to maintain and result in lower 
overall efficiency for the FAA 

 The report could become more ammunition in 
the fight to privatize air control operations 

 
In an August 20 audit report, the Department 
of Transportation’s (DOT) Office of the 
Inspector General (OIG) found that Federal 
Aviation Administration’s (FAA) air traffic 
operations at certain towers use resources less 
efficiently than others. It is likely that 
proponents of privatizing air traffic control 
operations will use this audit report as evidence 
of the potential savings and greater efficiency if 
a private entity steps in for the FAA. 
Privatization of air traffic control has been one 
of the biggest obstacles in enacting a FAA 
reauthorization before the current authorities 
and funding expire on September 30. 
 
The OIG noted that “[o]ver fiscal years 2004 
through 2013, total air traffic operations 
handled by FAA facilities declined by 19 
percent, yet FAA’s operations budget increased 
by 0.6 percent.” The OIG stated that “[d]uring 
this period, air traffic controller costs decreased 
by only 6.0 percent, while overtime hours grew 
by 12 percent.” The OIG stated that “[c]iting 
concerns about controller productivity in light 
of declining aviation activity, the House 
Committee on Transportation and 
Infrastructure and its Aviation Subcommittee 
requested that we assess FAA’s plans to 
enhance controller productivity, the factors that 
need to be addressed to achieve the expected 
benefits, and the estimated cost savings that 
could be achieved with improved controller 
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productivity.” The OIG stated that its “prior 
audit of FAA’s controller productivity 
initiatives found that they did not achieve 
expected benefits or cost savings, with some 
actually increasing Agency costs.” 
 
The OIG stated that “FAA’s stand-alone air 
traffic control (ATC) towers at both hub and 
non-hub airports function at considerably 
different levels of efficiency relative to each 
other.” The OIG stated that “[w]hile we found 
a large share of relatively efficient towers—
exceeding 50 percent in some years we 
examined—there is a wide gap between their 
performance and that of the least efficient ATC 
towers.” The OIG stated that “[t]he least 
efficient towers used from 42 to 98 percent 
more resources than those of comparable 
relatively efficient towers (depending on the 
year and whether they were hub or non-hub 
airports).” The OIG said that “certain towers 
were consistently relatively efficient, while 
certain other towers frequently ranked among 
the least efficient.” The OIG stated that “[w]e 
estimated the additional costs from all relatively 
inefficient towers to average $142 million 
annually from fiscal years 2008 through 2013, 
for a total of $853 million.” The OIG stated 
that “[t]he inefficiencies associated with the 10 
least efficient hub ATC towers alone were 
estimated to account for 57 percent, on 
average, of this amount.”  
 
The OIG asserted that “FAA, like other 
Federal agencies, is being asked to do more 
with less, and this can only be accomplished by 
identifying how to use resources efficiently.” 
The OIG stated that “[i]n the case of ATC 
towers, where FAA devotes major resources, 
our identification of the relatively efficient and 
least efficient towers indicates that differences 
in resource use can drive efficiency.” The OIG 
said that “[w]hile there may be factors not 
captured in our analysis, identifying the 

relatively efficient and least efficient towers 
provides a starting point for FAA to investigate 
the factors driving relative efficiency and 
therefore begin reducing the additional costs 
incurred annually through inefficient towers.” 
The OIG recommended that “FAA identify 
the factors contributing to greater resource use 
by the least efficient towers as compared with 
the relatively efficient towers that we identified, 
and develop a plan for addressing them.” 
 
GAO Questions Risk Assessment and 
Interoperability of NextGen 
 
Key Points: 

 The GAO found that the FAA has failed to 
consider the risks of interoperability of 
NextGen with other nations air traffic control 
systems 

 
On August 28, the Government Accountability 
Office (GAO) released a report on the Federal 
Aviation Administration’s (FAA) development 
of the Next Generation Air Transportation 
System (NextGen) found that the agency could 
conduct better risk assessment “of threats and 
vulnerabilities specific to NextGen 
interoperability” with other nations’ air traffic 
controllers. The report was requested by House 
Transportation and Infrastructure Committee 
Chairman Bill Shuster (R-PA) and Ranking 
Member Peter DeFazio (D-OR), House 
Transportation and Infrastructure Committee’s 
Subcommittee Chairman Frank LoBiondo (R-
NJ) and Ranking Member Rick Larsen (D-
WA), and Commerce, Science, and 
Transportation Committee Ranking Member 
Bill Nelson (D-FL). 
 
The GAO noted that “[y]ou asked us to review 
FAA’s actions to achieve NextGen global 
interoperability…[and] [w]e examined: 
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1. factors selected stakeholders 
identified that might affect the global 
interoperability of NextGen; 
2. the extent to which FAA has 
established a strategy for achieving 
global interoperability of NextGen that 
includes key characteristics of effective 
strategies; and 
3. actions FAA has taken to coordinate 
with the EU and other countries on 
global interoperability and outcomes 
stakeholders identified from these 
actions. 

 
The GAO stated that “[g]iven the global nature 
of the aviation system, collaboration—both 
across FAA as well as internationally—will be 
important to achieving NextGen 
interoperability and realizing the safety, 
efficiency, and environmental benefits of 
FAA’s air-traffic management (ATM) 
modernization efforts.” The GAO stated that 
“[a]s other countries begin to move forward 
with modernizing their ATM systems, it will be 
important that FAA continue to collaborate 
with international partners worldwide through 
working group forums and other mechanisms 
to ensure NextGen interoperability with other 
countries’ modernization efforts.” The GAO 
conceded that “FAA has taken positive steps to 
better coordinate its NextGen interoperability 
efforts across the agency—through the 
development of an international strategic plan 
and establishment of two internal bodies to 
guide and monitor international activities—but 
the agency lacks a process for comprehensively 
assessing and managing potential NextGen 
interoperability risks on a routine basis.”  
 
The GAO stated that “[s]takeholders identified 
several factors such as resource and finance 
constraints and the timing of the 
implementation of ATM modernization efforts 
as factors that can affect the outcome of FAA’s 

NextGen interoperability efforts.” The GAO 
claimed that “[h]owever, without a more 
comprehensive approach to risk assessment—
key to a technically complex undertaking of this 
magnitude—FAA cannot develop an effective 
strategy—within FAA and with international 
partners—to mitigate risks and target and 
prioritize resources to best achieve its NextGen 
interoperability goals.” The GAO stated that 
“[e]stablishing timeframes to re-evaluate these 
risks on an ongoing basis could also help FAA 
more effectively adjust and reprioritize 
activities across the agency to mitigate potential 
risks to NextGen interoperability.” The GAO 
stated that “[i]n addition, documenting actions 
FAA plans to take to mitigate these risks would 
position FAA to better communicate to 
industry stakeholders, international partners 
and Congress its overall strategy and progress 
for achieving NextGen interoperability.” 
 
In its recommendations, the GAO stated that 
“[t]o implement a more effective international 
strategy for achieving NextGen interoperability 
with other nations, the Secretary of 
Transportation should direct the FAA 
Administrator to take the two following 
actions: 

 conduct a risk assessment to identify 
potential threats and vulnerabilities to 
NextGen interoperability and establish 
timeframes for periodically re-
evaluating these risks, and 

 identify and document actions FAA will 
undertake to mitigate these risks, using 
information from the risk assessment as 
a basis for making management 
decisions about how to allocate 
resources for these activities.” 

 
GAO Reviews the FAA’s Integration of 
UAS  
 
Key Points: 
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 The GAO conducts a comprehensive review of 
the FAA’s implementation of the drone 
provisions in the 2012 FAA reauthorization, 
and most notably finds that the small UAS 
final rule may not be issued until 2017 

 
On August 17, the Government Accountability 
Office (GAO) released a report that assessed 
the state of the Federal Aviation 
Administration’s (FAA) integration of 
unmanned aerial system (UAS) in the National 
Airspace. Notably, the GAO reviewed the 
FAA’s progress in implementing provisions in 
the “FAA Modernization and Reform Act of 
2012” (P.L. 112-95) and cited the FAA’s 
estimates that its small UAS final rule may not 
be issued until 2016 or 2017. The report was 
requested by House Transportation and 
Infrastructure Committee Chairman Bill 
Shuster (R-PA) and Ranking Member Peter 
DeFazio (D-OR), House Transportation and 
Infrastructure Committee’s Subcommittee 
Chairman Frank LoBiondo (R-NJ) and 
Ranking Member Rick Larsen (D-WA), and 
Commerce, Science, and Transportation 
Committee Chairman John Thune (R-SD) and 
Ranking Member Bill Nelson (D-FL). 
 
The GAO stated that “[t]he FAA has 
progressed toward its goal of seamlessly 
integrating UAS flights into the national 
airspace…[and] has issued its UAS 
Comprehensive Plan and UAS Integration 
Roadmap, which provide broad plans for 
integration.” The GAO said that “[h]owever, 
according to FAA, it is working with [the 
MITRE Corporation] to develop a foundation 
for an implementation plan; FAA then expects 
to enact a plan by December 2015.” The GAO 
stated that “[w]hile FAA still approves all UAS 
operations on a case-by-case basis, in recent 
years it has increased approvals for UAS 
operations.” The GAO stated that 
“[s]pecifically, the total number of approvals 

for UAS operations has increased each year 
since 2010, and over the past year has included 
approvals for commercial UAS operations for 
the first time.” The GAO noted that the “FAA 
has issued a Notice of Proposed Rulemaking 
that proposes regulations for small UASs (less 
than 55 pounds).” 
 
The GAO stated that “[t]he FAA’s six 
designated test sites have become operational 
but have had to address various challenges 
during the process.” The GAO said that “[t]he 
designated test sites became operational in 
2014, and as of March 2015, over 195 test 
flights had taken place.” The GAO asserted 
that “[t]hese flights provide operations and 
safety data to FAA in support of UAS 
integration.” The GAO stated that “[i]n 
addition, FAA has provided all test sites with a 
Certificate of Waiver or Authorization allowing 
small UAS operations below 200 feet anywhere 
in the United States.” The GAO stated that 
“during the first year of operations, the test 
sites faced some challenges…[and] sought 
additional guidance regarding the type of 
research they should conduct.” The GOA 
stated that “[a]ccording to FAA, it cannot 
direct the test sites, which receive no federal 
funding, to conduct specific research…[but] 
FAA did provide a list of potential research 
areas to the test sites to provide some guidance 
on areas for research.” 
 
The GAO stated that “[a]round the world, 
countries have been allowing UAS operations 
in their airspace for purposes such as 
agricultural applications and aerial surveying.” 
The GAO said that “[u]nlike in the United 
States, countries GAO examined—Australia, 
Canada, France, and the United Kingdom—
have well-established UAS regulations.” The 
GAO stated that “[a]lso, Canada and France 
currently allow more commercial operations 
than the United States.” The GAO noted that 
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“[w]hile the United States has not finalized 
UAS regulations, the provisions of FAA’s 
proposed rules are similar to those in the 
countries GAO examined.” The GAO stated 
that “[h]owever, FAA may not issue a final rule 
for UASs until late 2016 or early 2017, and 
rules in some of these countries continue to 
evolve.” The GAO added that “[m]eanwhile, 
unlike under FAA’s proposed rule, Canada has 
created exemptions for commercial use of 
small UASs in two categories that allow 
operations without a government-issued 
certification, and France and Australia are 
approving limited beyond line-of-sight 
operations.” The GAO stated that “[s]imilar to 
the United States, other countries are facing 
technology shortfalls, such as the ability to 
detect and avoid other aircraft and obstacles, as 
well as unresolved issues involving limited 
spectrum that limit the progress toward full 
integration of UASs into the airspace in these 
countries.” 
 
Upcoming Hearings and Events 
 
September 10 
Commercial Drones: The House Judiciary 
Committee will hold a hearing to discuss the 
use of commercial drones. 
 
September 17 
Surface Transportation Security: The House 
Homeland Security Committee will hold a 
hearing to discuss surface transportation 
security. 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201.  
 
TECHNOLOGY 
 
FTC Prevails In Wyndham Challenge 
 
Key Points: 

 A federal appeals court rules for the FTC in a 
challenge to its authority to regulate 
cybersecurity under its powers to prohibit 
unfair practices 

 
Last week, the Third Circuit Court of Appeals 
(Third Circuit) handed the Federal Trade 
Commission (FTC) a significant victory in its 
case alleging that Wyndham Hotels failed to 
maintain proper cybersecurity standards, which 
resulted in three breaches in 2008 and 2009 and 
fraudulent credit card charges of $10.6 million 
to more than 619,000 customers. This court 
challenge to the FTC’s powers to regulate data 
security standards has been hanging over the 
agency as many stakeholders have been waiting 
to see how the Third Circuit would rule. The 
Third Circuit’s ruling affirmed the FTC’s use of 
its Section 5 powers to regulate cybersecurity 
practices.  
  
Wyndham asked the Third Circuit to examine 
two issues: 1) “whether the FTC has authority 
to regulate cybersecurity under the unfairness 
prong of [15 USC] § 45(a); and, if so,” 2) 
“whether Wyndham had fair notice its specific 
cybersecurity practices could fall short of that 
provision.” The Third Circuit “rejected 
Wyndham’s arguments that its conduct cannot 
be unfair” and concluded that “[i]n sum, we 
have little trouble rejecting Wyndham’s fair 
notice claim.” However, Wyndham did not 
challenge the FTC’s powers to prosecute 
deceptive practices even though the FTC has 
alleged that Wyndham violated the ban on 
deceptive practices. 
  
Now the case will resume in the U.S. District 
Court of New Jersey because Wyndham’s 
challenge was an interlocutory appeal, which 
can take place before a trial court has 
adjudicated a case. However, Wyndham may 
appeal the Third Circuit’s ruling to the 
Supreme Court of the United States, but it is 
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not clear whether Wyndham will choose to do 
so. 
  
Now that the FTC’s powers to investigate and 
prosecute cybersecurity standards has been 
affirmed by a Circuit Court of Appeals, the 
agency may more aggressively move against 
those companies in its jurisdiction that are 
breached on account of potentially inadequate 
cybersecurity standards. In her statement on 
the decision, FTC Chairwoman Edith Ramirez 
stated that “[t]oday’s Third Circuit Court of 
Appeals decision reaffirms the FTC’s authority 
to hold companies accountable for failing to 
safeguard consumer data.” She added that “[i]t 
is not only appropriate, but critical, that the 
FTC has the ability to take action on behalf of 
consumers when companies fail to take 
reasonable steps to secure sensitive consumer 
information.” 
 
Upcoming Hearings and Events 
 
September 10 
Cybersecurity: The House Select Committee 
on Intelligence will hold a hearing to discuss 
global cybersecurity threats. 
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201.  
 
This Week in Congress was written by Laura 
Simmons.  
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