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TAXES 
 
Inversions Remain a Key Focus in 
Washington; Floor Action Unlikely Before 
November Elections 
 

Key Points: 

 Lew reiterates the need for Congress to address 
inversions transactions suggesting Treasury 
could act to curb transactions if Congress does 
not 

 Schumer (releases earning stripping bill focused 
on inverting companies 

This Week in Congress 

 House – The House had planned to pass a Continuing Resolution; however, 
postponed its vote after President Barack Obama’s request for arming and training 
rebel forces in Syria.  The House voted to approve the “Employee Health Care 
Protection Act of 2013” (H.R. 3522); and the “Waters of the United States 
Regulatory Overreach Protection Act of 2014” (H.R.5078).  

 Senate – The Senate did not agree to the motion to invoke cloture on S.J.Res.19, 
constitutional amendment on campaign finance. The motion to proceed to the 
“Paycheck Fairness Act” (S. 2199) was agreed to by voice vote.  The Senate 
completed the Rule 14 process to place the “Waters of the United States 
Regulatory Overreach Protection Act of 2014” (H.R.5078) on the Legislative 
Calendar of Business. 

 
Next Week in Congress 

 House – The House will convene on September 15 and is expected to consider the 
“Continuing Appropriations Resolution, 2015” (H.J. Res. 124) but it is unclear 
whether the House will hold a separate vote on language regarding arming and 
training Syrian rebels. This week, Majority Leader Kevin McCarthy (R-CA) 
announced the House will “consider a package of 14 bills designed to encourage an 
American energy revolution” and “a package of jobs bills that will include 15 House-
passed bills…[a] bipartisan jobs plan [that] fosters an economic recovery and gets 
Americans back to work in good-paying jobs.” The House is also expected to 
consider the “Revitalize American Manufacturing and Innovation Act of 2014” 
(H.R. 2996); and the “Promoting Job Creation and Reducing Small Business 
Burdens Act” (H.R. 5405).   

 Senate – The Senate will convene on September 15 and is expected to hold three 
votes: on the motion to invoke cloture on the “Paycheck Fairness Act” (S. 2199) 
and on the motions to invoke cloture on the nominations of Jeffery M. Baran and 
Stephen Burns to be members of the Nuclear Regulatory Commission. 

  
Quote Of The Week 

 President Barack Obama: “Our objective is clear:  We will degrade, and ultimately 
destroy, ISIL through a comprehensive and sustained counterterrorism strategy.” 
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 Leadership advises Senate Floor action is 
unlikely this fall due to tight legislative 
calendar 

 
This week kicked off with a continuation of the 
inversions debate when Secretary of the 
Treasury Jacob Lew spoke at the Tax Policy 
Center of the Urban Institute along with a 
panel of experts to discuss inversions.  During 
Lew’s remarks and in remarks made later in the 
week, he suggested that if Congress does not 
act, the Department of the Treasury (Treasury) 
will have to take steps to reduce the economic 
value of inversions transactions though he did 
not specify how.  He also indicated that the 
Administration will decide on possible action in 
the “very near future” to limit inversions but 
asserted that the real solution to the problem 
lies with efforts from Congress as well as tax 
reform.  
 
As expected, Senate Finance Committee 
Member Charles Schumer (D-NY) and Senate 
Majority Whip Richard Durbin (D-IL) 
introduced a proposal addressing inversions 
transactions and earning stripping. Schumer’s 
proposal is aimed at reworking current rules to 
curb these kinds of transactions and is focused 
on companies that have inverted but have at 
least 50 percent or more of the shares of the 
combined or merged company. That is a 
broader definition than the current law, which 
uses an 80 percent threshold for the same 
shareholders under Internal Revenue Code 
Section 7874.   
 
In addition, Senate Finance Committee 
Ranking Member Orrin Hatch (R-UT) 
addressed the inversions debate, indicating that 
although these transactions are a serious 
problem, he said no Democratic proposal thus 
far has come close to meeting his “non-
negotiable conditions.” He reiterated his 
preference to address inversions in 

comprehensive tax reform through a transition 
to a territorial tax regime.  He reemphasized 
that legislation addressing these transactions 
should not be made retroactive as Democratic 
proposals have.  
 
Also this week, House Ways and Means 
Committee Chairman Dave Camp (R-MI) 
issued a statement on the Administration’s 
efforts on inversions and said even though the 
Administration has admitted that the only way 
to resolve the “inversions epidemic” is to 
reform the corporate tax code, they have yet to 
put forth a tax reform plan. Camp’s statement 
is an indication he will not be pursuing 
independent legislation aimed at curbing 
inversions transactions. 
 
Despite the flurry of action on inversions once 
again this week, Senate Majority Leader Harry 
Reid (D-NV) signaled that it is doubtful that 
the Senate will vote this fall on corporate tax 
inversion legislation, citing the limited schedule 
and pressing other business. 
 
House and Senate Work to Pass Short-
Term Continuing Resolution before 
Departing to Campaign for November 
Elections 
 
Key Points: 

 House and Senate work on agreement to 
complete Continuing Resolution to fund the 
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Federal government after September 30  
 
Avoiding a government shutdown is a top 
priority for both the House and Senate before 
they depart for their districts to campaign for 
the November elections.  Specifically, Congress 
is working on a Continuing Resolution (CR) to 
fund the government until after the elections. 
The CR is necessary to ensure continued 
funding since Congress has not yet passed any 
FY 2015 appropriations bills. 
 
The “Continuing Appropriations Resolution, 
2015” (H.J.Res.124) introduced by House 
Appropriations Committee Chairman Hal 
Rogers (R-KY) would provide federal funds for 
all departments and agencies through 
December 11. Among the key compromises 
reflected in the House CR is a provision to 
extend the charter of the Export-Import Bank 
until June 30, 2015.  The current schedule will 
have consideration of the CR next week 
starting in the House, with some changes added 
to address the President’s recent 
announcements regarding action in Iraq and 
Syria against the Islamic State of Iraq and Syria 
(ISIS.)  There remain some differences between 
Republicans and Democrats as to how long to 
extend the Export-Import Bank, so the process 
may involve some more drama but most expect 
the spending bill will be enacted in the next 
week or so well before the October 1 deadline.  
The Senate is expected to pass the CR that is 
sent over from the House. 
 
Internet Access Tax Ban Extension to be 
Included in Continuing Resolution 
 
Key Points: 

 House and Senate plan to extend Internet 
Tax Freedom Act into December 

 
The “Permanent Internet Tax Freedom 
Act” (PITFA) (H.R. 3086), which permanently 

bans states from taxing Internet access and 
placing multiple or discriminatory taxes on e-
commerce is included in the “Continuing 
Appropriations Resolution, 2015” 
(H.J.Res.124)   and will apparently be agreed to 
by the Senate. The measure, which expires 
November 1, would be extended until 
December 11 if an agreement is made, as 
expected.   
 
In July, the House passed H.R. 3086, which 
House Judiciary Committee Chairman Bob 
Goodlatte (R-VA) sponsored.  Although Senate 
Majority Leader Harry Reid (D-NV) sought to 
move the “Marketplace and Internet Tax 
Fairness Act” (S.2609,) a bill which combined 
the Senate version of PITFA with the 
“Marketplace Fairness Act” (S. 743,) which 
allows states to collect sales taxes from certain 
out-of-state sellers where there is no direct 
nexus or physical presence, he pulled the 
measure and indicated it would be considered 
later this year. 
 
House to Vote on Repealing the Medical 
Device Tax as Part of “Jobs Bill” that 
Includes Several Tax Extender Measures 
 
Key Points: 

 House plans to vote on repealing medical device 
tax as part of jobs package 

Upcoming Dates 
September 30: FY 2014 Ends  
October 1: FY 2015 Begins 
November 4: Midterm Elections 
March 2015: Debt limit suspension 
expires 
May 2015: Highway Trust Fund patch 
and MAP-21 extension expires 
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Last week, House Majority Leader Kevin 
McCarthy (R-CA) released a September 
legislative agenda, explaining that the House 
would send a jobs package to the Senate 
assembled from several jobs bills the House 
has already passed this Congress.  Apparently 
House Republican leaders are adding a vote to 
repeal the medical device excise tax to next 
week’s schedule and the “Protect Medical 
Innovation Act of 2013” (H.R.523) is slated to 
be considered as part of the jobs package.  It 
should be noted that the jobs package also 
includes permanent extensions of several 
individual tax extenders measures such as the 
Research and Development Tax Credit, 
permanent extension of Internal Revenue Code 
Section 179 expensing, bonus depreciation and 
Alternative Minimum Tax (AMT) election in 
lieu of bonus deprecation, and a measure to 
provide flexibility for S corporations to access 
capital and make new investments. 
 
Treasury Considering Action on Hedge 
Fund Reinsurance Rules 
 
Key Points: 

 Treasury contemplates the need to reform 
current tax treatment for Hedge Fund 
Reinsurance 

 
This week, reports indicate the Department of 
the Treasury (Treasury) sent a letter to Senate 
Finance Committee Chairman Ron Wyden (D-
OR) expressing concern about a tax code 
provision that allows hedge fund managers to 
lower their taxes by using offshore bank 
accounts. In June, Wyden pressed Treasury and 
the Obama Administration as to why the U.S. 
has failed to end a tax-avoidance strategy used 
by hedge funds.  In a June 12 letter, Wyden 
asked Treasury and the IRS what they have 
done to challenge hedge funds that channel 
investments through insurance companies in 

low tax jurisdictions.  He also suggested that 
Treasury and the Internal Revenue Service 
(IRS) have been aware of this for over a decade 
but have made no progress in ending this kind 
of tax abuse. 
 
Upcoming Hearings and Events 
 
September 16 
Retirement Savings Policy: The Senate 
Finance Committee will hold a full Committee 
hearing titled “Retirement Savings 2.0: 
Updating Savings Policy for the Modern 
Economy.” Scheduled witnesses include: John 
C. Bogle, Founder, Vanguard; Brian Reid, 
Chief Economist, Investment Company 
Institute; Ellen Schultz, Author and 
Investigative Reporter; Scott Betts, Senior Vice 
President, National Benefit Services; Brigitte C. 
Madrian, Professor of Public Policy and 
Corporate Management, Harvard University, 
John F. Kennedy School of Government; and 
Andrew G. Biggs, Resident Scholar, American 
Enterprise Institute 
 
Children’s Health Insurance Program: The 
Senate Finance Subcommittee on Health Care 
will hold a hearing titled “The Children’s 
Health Insurance Program: Protecting 
America’s Children and Families.” Scheduled 
witnesses include: Bruce D. Lesley, President, 
First Focus; James M. Perrin, President, 
American Academy of Pediatrics; Cathy 
Caldwell, Director, Bureau of Children's Health 
Insurance, Alabama Department of Public 
Health; and Douglas Holtz-Eakin, President, 
American Action Forum 
 
September 17 
Energy Tax Code: The Senate Finance 
Committee will hold a full Committee hearing 
titled “Reforming America's Outdated Energy 
Tax Code.” Scheduled witnesses include: Don 
Nickles, Chairman and CEO, The Nickles 
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Group, LLC; Norman R. Augustine, Former 
Chairman and CEO, Lockheed Martin 
Corporation; Gilbert Metcalf, Professor of 
Economics, Tufts University; David W. 
Kreutzer, Research Fellow, Economics and 
Climate Change, Center for Data Analysis, 
Heritage Foundation; Ethan Zindler, Head of 
Policy Analysis, Bloomberg New Energy 
Finance 
 
Defined Benefit Pension Plans: The House 
Ways and Means Subcommittee on Select 
Revenue Measures will hold a hearing on 
private employer defined benefit pension plans. 
Witnesses TBA. 
 
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 Financial Regulators Testify before 
Senate Banking Committee 
 
Key Points: 

 Chairman Tim Johnson (D-SD) and Senator 
Mike Johanns (R-NE) expressed support for 
providing the Federal Reserve with additional 
flexibility to craft capital standards for 
insurance companies. Federal Reserve 
Governor Daniel Tarullo stated it would be 
helpful for Congress to adopt such legislation.  

 Ranking Member Mike Crapo (R-ID) urged 
the regulators to impose a moratorium on 
systemically important financial institution 
(SIFI) designations. 

 Senator Charles Schumer (D-NY) raised 
concerns with the exclusion of municipal 
securities from the category of high quality 
liquid assets (HQLA) in the Liquidity 
Coverage Ratio rule.  

 

On September 9, the Senate Banking 
Committee held a hearing entitled: “Wall Street 
Reform: Assessing and Enhancing the 
Financial Regulatory System.” The hearing 
focused on the regulatory agenda of the 
financial regulators, the need to review 
regulations to reduce burdens, the systemically 
important financial institutions (SIFI) 
designation process, and the living wills 
process. 
 
Ranking Member Mike Crapo (R-ID), in a 
statement, noted that regulators have 
supported several changes to the Dodd-Frank 
Act, such as addressing the end-user 
exemption, the swaps push out rule, and giving 
the Federal Reserve flexibility to tailor the 
capital standards it places on insurance 
companies. Crapo expressed concern with the 
lack of transparency in the Financial Stability 
Oversight Council (FSOC) systemically 
important financial institution (SIFI) 
designation process, and he urged the 
regulators “to publish indicator-based SIFI 
designation criteria in the Federal Register for 
public comment, and impose moratorium on 
new designations until there are objective 
metrics and increased transparency.” 
 
Chairman Tim Johnson (D-SD) and Senator 
Mike Johanns (R-NE) noted that the Senate 
passed legislation to provide the Federal 
Reserve with additional flexibility to craft 
capital standards for insurance companies. 
Federal Reserve Board Governor Daniel 
Tarullo explained that it would be very helpful 
if Congress adopt such legislation. He stated in 
the absence of legislation the Federal Reserve 
would still be able to do some things and will 
assign different risk weights to some products.  
 
Senator Charles Schumer (D-NY) raised 
concerns with the Liquidity Coverage Ratio 
(LCR) rule adopted by the Federal Reserve, 
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Federal Deposit Insurance Corporation (FDIC) 
and Office of the Comptroller of the Currency 
(OCC,) which excluded municipal securities 
from the category of high quality liquid assets 
(HQLA). He contended that investment grade 
municipal bonds should be treated as HQLA. 
He urged the regulators to review the rule and 
issue additional regulations to provide greater 
flexibility. Tarullo explained that the Federal 
Reserve staff is drafting a proposal to allow for 
some investment grade municipal bonds to be 
treated as HQLA. FDIC Chairman Martin 
Gruenberg and Comptroller of the Currency 
Thomas Curry said their agencies would 
consider adjustments to allow some investment 
grade municipal bonds to be treated as HQLA.  
 
Senators Elizabeth Warren (D-MA) and 
Richard Shelby (R-AL) raised concerns that 
civil settlements do not provide an adequate 
deterrent to wrongdoing in the financial 
system. 
 
Johnson asked what Wall Street reform rules 
will be completed by the end of the year. He 
asked if the rules on credit risk retention or 
long-term debt for resolution will be 
completed. Tarullo said he expects the financial 
sector concentration rule to be completed. He 
stated that the risk retention rule may not be 
completed by the end of the year, but that it is 
in the “home stretch.” Gruenberg said he 
hopes to complete the credit risk retention and 
long-term debt rules by the end of the year. 
Curry stated that he hopes to complete the risk 
retention rule by year end. Consumer Financial 
Protection Bureau (CFPB) Director Richard 
Cordray said the CFPB is working on mortgage 
reform implementation, including the Home 
Mortgage Disclosure Act (HMDA).  
 
Securities and Exchange Commission (SEC) 
Chair Mary Jo White said the SEC is focused 
on Title VII and the executive compensation 

rules. She stated that the SEC will attempt to 
address Regulation SCI and other market 
structure issues by the end of the year. 
Commodity Futures Trading Commission 
(CFTC) Chairman Timothy Massad announced 
that the CFTC would hold a public meeting on 
September 17, where it will consider: (1) a rule 
governing special entities, such as public power 
companies; and (2) a proposed rule on margins 
for uncleared swaps, similar to the rule issued 
by the banking regulators last week. 
 
House Panel Holds Hearing on the Credit 
Reporting System 
 
Key Points: 

 Representative Shelley Moore Capito (R-WV) 
stressed the need to ensure that credit report 
errors are resolved as quickly as possible. She 
also expressed interest in the issue of student 
debt. 

 House Financial Services Committee Ranking 
Member Maxine Waters (D-CA) discussed 
her draft legislation to restrict the use of credit 
reports for employment purposes, shorten the 
period adverse information can remain on a 
credit report, and remove fully paid or settled 
debt from credit reports. 

 
On September 10, the House Financial Services 
Committee’s Financial Institutions and 
Consumer Credit Subcommittee held a hearing 
entitled: “An Overview of the Credit Reporting 
System.” Chairman Shelley Moore Capito (R-
WV) noted that the Federal Trade Commission 
(FTC) has said that 20 percent of consumers 
have errors on their credit reports. She stressed 
the need to ensure that errors are removed as 
quickly as possible. Capito expressed concern 
with the issue of student loan debt and noted 
that the average student debt for a member of 
the Class of 2014 is $33,000. She stressed the 
need to better educate borrowers about the 
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risks associated with taking on large amounts of 
student loan debt.  
 
Full Committee Ranking Member Maxine 
Waters (D-CA) said credit reports are being 
used for expanded purposes, including making 
hiring decisions and determining a consumer’s 
ability to rent a home, buy a car or purchase 
insurance. She suggested that it is too hard for 
consumers to fix errors on their credit report. 
She explained that her draft legislation would 
provide relief to millions of borrowers who 
were victimized by predatory lenders. She said 
the proposal would restrict the use of credit 
reports for employment purposes, shorten the 
period adverse information can remain on a 
credit report, and remove fully paid or settled 
debt from credit reports. 
 
Representatives Michael Fitzpatrick (R-PA) and 
Keith Ellison (D-MN) spoke in support of the 
“Credit Access and Inclusion Act” (H.R. 2538), 
which they suggested would help those who 
have no credit history and cannot be scored. 
Fitzpatrick said the bill would clarify that utility 
and telecom firms can report information to 
credit reporting agencies, so that consumers 
can have more information in their file. 
 
House Committee Approves Financial 
Bankruptcy Reform Legislation 
Key Points 

 House Judiciary Committee approves 
bipartisan legislation, “Financial Institution 
Bankruptcy Act of 2014” (H.R. 5421), that 
would seek to facilitate the resolution of an 
insolvent financial institution in bankruptcy. 

 Some Committee Democrats, such as 
Representative Hank Johnson (D-GA) 
expressed concern that it lacks a funding 
mechanism, that the strict deadline approach in 
the bill could be unworkable, and that the bill 
may encourage judicial shopping. 

 

At a September 10 markup, the House 
Judiciary Committee approved the “Financial 
Institution Bankruptcy Act of 2014” (H.R. 
5421) via voice vote. The bill, introduced by 
Representative Spencer Bachus (R-AL), would 
modify Chapter 11 of the Bankruptcy Code, to 
facilitate the resolution of an insolvent financial 
institution in bankruptcy rather than through 
Title II Dodd-Frank Act orderly resolution 
authority.  
 
Chairman Bob Goodlatte (R-VA) in a 
statement noted the House Judiciary 
Committee aimed to craft a solution to the 
issue of resolving financial institutions, seeking 
to encourage better private counterparty 
diligence in the process in light of the financial 
crisis. The legislation, according to Goodlatte, 
would allow for a speedy transfer of operating 
assets over the course of a weekend. He 
suggested this allows for a financial firm to 
continue operating in the normal course to 
“preserve the value of the enterprise for the 
creditors of the bankruptcy without a 
significant impact on the firm’s employees, 
suppliers and customers.” In addition, he said 
the legislation would: (1) provide for an 
expedited judicial review of the resolution by 
judges chosen in advance based upon their 
“experience, expertise, and willingness to 
preside over these complex cases;” (2) allow for 
key regulatory input throughout the process; 
and (3) ensure creditors bear the losses related 
to the failure of a financial company. 
 
Ranking Members John Conyers (D-MI) stated 
this bill addresses a real need that bankruptcy 
laws be amended to restore trust in the 
financial marketplace. He noted this bill does 
not undo important provisions of the Dodd-
Frank Act unlike the Senate bill. But other 
Committee Democrats such as Representative 
Hank Johnson (D-GA) expressed concern the 
strict deadline approach in the bill could be 
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unworkable. He stated severe time restrictions 
could be detrimental to many financial 
institutions. He suggested the bill may 
encourage judicial shopping and lacks a funding 
mechanism (as opposed to orderly liquidation 
authority under the Dodd Frank Act). In 
addressing these concerns, Bachus noted that 
U.S. courts generally oppose time limitations. 
In this bill, he stated they are dealing with this 
issue by having a bridge company, allowing the 
entity to continue to operate. He noted this bill 
would seek to eliminate forum shopping as it 
will designate experienced judges beforehand to 
handle the process. He added this bill 
represents a cost-saving measure. 
 
Upcoming Hearings and Events 
 
September 16 
Oversight of Small Financial Institutions: 
The Senate Banking Committee will hold a 
hearing entitled: “Examining the State of Small 
Depository Institutions”. Witnesses to testify 
include: Doreen Eberley, Director, Division of 
Risk Management Supervision, Federal Deposit 
Insurance Corporation; Toney Bland, Senior 
Deputy Comptroller for Midsize and 
Community Bank Supervision, Office of the 
Comptroller of the Currency; Maryann Hunter, 
Deputy Director, Division of Banking 
Supervision and Regulation, Board of 
Governors of the Federal Reserve System; 
Larry Fazio, Director, Office of Examination 
and Insurance, National Credit Union 
Administration; Charles Vice, Commissioner of 
the Kentucky Department of Financial 
Institutions, on behalf of the Conference of 
State Bank Supervisors; Jeff Plagge, President 
and CEO, Northwest Financial Corporation, 
and Chairman of the American Bankers 
Association; John Buhrmaster, President, First 
National Bank of Scotia, and Chairman of the 
Independent Community Bankers of America; 
Dennis Pierce, Chief Executive Officer, 

CommunityAmerica Credit Union, and 
Chairman of the Board of Directors of the 
Credit Union National Association; Linda 
McFadden, President and CEO, XCEL Federal 
Credit Union, on behalf of the National 
Association of Federal Credit Unions; Dr. 
Marcus Stanley, Policy Director, Americans for 
Financial Reform; and Michael Calhoun, 
President, Center for Responsible Lending. 
 
September 17 
 
CFTC Meeting on Margin Requirements, 
Swaps: The Commodity Futures Trading 
Commission (CFTC) will hold an open meeting 
on: (1) a proposed rule on “Margin 
Requirements for Uncleared Swaps for Swap 
Dealers and Major Swap Participants”; and (2) 
a final rule on “Exclusion of Utility 
Operations-Related Swaps with Utility Special 
Entities from De Minimis Threshold for Swaps 
with Special Entities.” 
 
FSOC Oversight: The House Financial 
Services Committee’s Oversight and 
Investigations Subcommittee will hold a 
hearing entitled “Oversight of the Financial 
Stability Oversight Council”. 
 
Inequality and the American Economy: The 
Senate Banking Committee’s Subcommittee on 
Economic Policy will hold a hearing entitled: 
“Who is the Economy Working For? The 
Impact of Rising Inequality on the American 
Economy.” The witnesses will be: Heather 
McGhee, President, Demos; Dr. Amir Sufi, 
Professor of Finance, University of Chicago; 
and Claudia Viek, CEO, California Association 
for Micro Enterprise Opportunity (CAMEO).  
 
September 18 
CFPB Field Hearing on Auto Finance: The 
Consumer Financial Protection Bureau’s 
(CFPB) will hold a hearing in Indianapolis, 
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http://www.cftc.gov/PressRoom/Events/opaevent_cftcstaff091714
http://www.consumerfinance.gov/blog/save-the-date-indianapolis/
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Indiana on auto finance, with remarks from 
CFPB Director Richard Cordray, as well as 
“testimony from consumer groups, industry 
representatives, and members of the public.” 
 
Consumer Financial Services: The Senate 
Banking Committee will hold a hearing entitled: 
“Assessing and Enhancing Protections in 
Consumer Financial Services.” Witnesses to 
testify include: Travis Plunkett, Senior Director, 
Family Economic Stability, The Pew Charitable 
Trusts; Sheri Ekdom, Director, Center for 
Financial Resources, Lutheran Social Services 
of South Dakota; Oliver Ireland, Partner, 
Morrison & Foerster; and Hilary Shelton, 
Washington Bureau Director and Senior Vice 
President for Advocacy, National Association 
for the Advancement of Colored People. 
 
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  
 

State Regulators Discuss Impact of EPA’s 
Proposed Power Plant GHG Rule 
 
Key Points: 

 The House Energy and Commerce 
Committee’s Energy and Power Subcommittee 
continued its examination of the EPA’s 
proposed rule limiting greenhouse gas emissions 
from existing power plants.   

 The Committee heard from state regulators 
regarding the impacts of the proposal, which 
tasks states with primary implementation 
authority.   

 
On Tuesday, the House Energy and Commerce 
Committee’s Energy and Power Subcommittee 
held a hearing titled “Questions Concerning 
the Clean Power Plan”. In June, the 

Environmental Protection Agency (EPA) 
proposed the Clean Power Plan, which would 
reduce greenhouse gas (GHG) emissions from 
existing power plants, as a Notice of Proposed 
Rulemaking (NPRM). The NPRM, issued 
under the authority of the Clean Air Act 
(CAA), would establish the goal of reducing 
power plant emissions, from 2005 levels, of 30 
percent by 2030. States are required to establish 
State Implementation Plans to achieve the 
reductions. The NPRM requires each state to 
meet interim and final emissions reduction 
goals.   
 
As described in a memo prepared by 
Republican Committee staff, the hearing was 
intended to examine: “whether EPA has 
authority to regulate power plants at all under 
section 111(d) [of the CAA;]… whether EPA 
has authority to pursue an ‘outside the fence’ 
approach …[;] or whether EPA has authority 
to impose what is effectively a state-by-state 
cap-and-trade CO2 emissions policy, among 
other legal issues.”   
 
In his opening statement, Energy and Power 
Subcommittee Chairman Ed Whitfield (R-KY) 
said EPA’s Clean Power Plan would impose 
GHG limits on individual states, questioning 
EPA’s authority implement such a sweeping 
agenda. He questioned claims regarding the 
flexibility granted states under proposal, 
arguing that “the Clean Power Plan is coercive 
– either a state comes up with a plan that meets 
with EPA’s approval, or EPA will impose its 
own Federal Implementation Plan.”     
 
Energy and Power Subcommittee Ranking 
Member Jerry McNerney (D-CA) emphasized 
in his opening statement that climate change is 
evident both at home and around the globe, 
stressing the need to take action. He added that 
the U.S. has the opportunity to be the world 
leader in carbon reduction. McNerney 

http://www.williamsandjensen.com/
mailto:jgoswald@wms-jen.com
http://www2.epa.gov/sites/production/files/2014-05/documents/20140602proposal-cleanpowerplan.pdf
http://www2.epa.gov/sites/production/files/2014-05/documents/20140602proposal-cleanpowerplan.pdf
http://docs.house.gov/meetings/IF/IF03/20140909/102623/HHRG-113-IF03-20140909-SD003.pdf
http://energycommerce.house.gov/sites/republicans.energycommerce.house.gov/files/Hearings/EP/20140909/HHRG-113-IF03-MState-W000413-20140909.pdf
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observed that the electric generation sector is 
the nation’s largest source of emissions, adding 
that coal-fired power plants produce the most 
emissions for the amount of energy generated.   
  
In his opening statement, Full Committee 
Chairman Henry Waxman (D-CA) said that 
climate change is real, and argued that the 
benefits of taking action far outweigh the costs. 
He highlighted the impacts of climate change 
on California, citing dwindling water levels and 
dangerous wildfires. Waxman said the Clean 
Power Plan addresses the single largest source 
of carbon pollution in the U.S., calling the 
effort “critical.” He also argued that states such 
as Maryland and Washington have 
demonstrated that emissions reductions can be 
achieved cost-effectively. He declared that 
“policies to encourage energy efficiency and 
renewable energy have had big economic 
benefits for their states”, and added that 
“EPA’s analyses supporting the Clean Power 
Plan show that the benefits of the proposal far 
outweigh the costs.”  
  
House Passes Legislation to Block 
Administration’s Wetlands Rule 
 
Key Points: 

 The House passed legislation to block a 
pending rule defining the “Waters of the 
United States” that are subject to regulation 
under the Clean Water Act. 

 Thirty-five Democrats joined all but one 
Republican in voting for the legislation. The 
Senate is not expected to vote on the bill, and 
the Obama Administration issued a veto 
threat.   

 
On Tuesday, the House approved the “Waters 
of the United States Regulatory Overreach 
Protection Act” (H.R. 5078) by a 262-152 vote. 
The bill would block the EPA and the U.S. 
Army Corps of Engineers from finalizing the 

April 21 proposed rule, “Definition of ‘Waters 
of the United States’ Under the Clean Water 
Act.” 
 
During floor debate, the bill’s sponsor, 
Representative Steve Southerland (R-FL), 
warned that under the proposed rule, “the EPA 
and the Army Corps of Engineers would see 
their regulatory authority under the Clean 
Water Act drastically expanded, to the point of 
covering almost any body of water throughout 
America, from ditches to culverts to pipes to 
watersheds to farmland ponds.”  
 
Representative Timothy Bishop (D-NY) 
questioned warnings of expansive application 
of the rule: “[o]pponents of this rulemaking are 
trying to portray this as a Federal attempt to 
regulate birdbaths, puddles, and driveways, but 
both common sense and the testimony of 
representatives of the EPA and the Corps 
before our committee would confirm that these 
were never subject to Clean Water Act 
jurisdiction, nor would they be subject to the 
act under the administration’s proposed rule.” 
 
House Agriculture Committee Ranking 
Member Colin Peterson (D-MN) spoke in 
support of the legislation, saying it “is necessary 
because, in my view, the EPA does not seem to 
understand the real world effects that these 
regulations will have on farmers across the 
country.”   
 
The Obama Administration’s Office of 
Management and Budget issued a Statement of 
Administration Policy (SAP) warning that the 
President would veto the legislation. The SAP 
contended that “H.R. 5078 would derail 
current efforts to clarify the scope of the [Clean 
Water Act], hamstring future regulatory efforts, 
and create significant ambiguity regarding 
existing regulations and guidance.”   
 

http://www.williamsandjensen.com/
http://democrats.energycommerce.house.gov/sites/default/files/documents/Statement-Waxman-EP-EPA-Clean-Power-Plan-2014-9-9.pdf
http://www.gpo.gov/fdsys/pkg/BILLS-113hr5078eh/pdf/BILLS-113hr5078eh.pdf
http://clerk.house.gov/evs/2014/roll489.xml
http://www2.epa.gov/sites/production/files/2014-04/documents/fr-2014-07142.pdf
http://www.whitehouse.gov/sites/default/files/omb/legislative/sap/113/saphr5078r_20140908.pdf
http://www.whitehouse.gov/sites/default/files/omb/legislative/sap/113/saphr5078r_20140908.pdf
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The Senate is not expected to take up the 
legislation.    
 
Upcoming Hearings and Events 
 
September 17 
Energy Provisions of the Tax Code: The 
Senate Finance Committee will hold a hearing 
titled “Reforming America’s Outdated Energy 
Tax Code.”  
 
Energy Workforce Legislation: The House 
Energy and Commerce Committee’s Energy 
and Power Subcommittee will hold a hearing 
on the “21st Century Workforce Development 
Jobs Initiative Act” (H.R. 4526).   
 
Geological Data and Coal Leases: The 
House Natural Resources Committee’s Energy 
and Mineral Resources Subcommittee will hold 
a hearing on: legislation to “reauthorize the 
National Geological and Geophysical Data 
Preservation Program Act of 2005 through 
2019” (H.R. 5066); and legislation to “authorize 
the Secretary of the Interior to retire coal 
preference right lease applications for which 
the Secretary has made an affirmative 
commercial quantities determination...” (H.R. 
5176).   
 
Climate Change Policy: The House Science, 
Space and Technology Committee will hold a 
hearing titled “The Administration’s Climate 
Plan: Failure by Design”.   
 
For more information about energy and environment 
issues you may email or call Frank Vlossak at 202-
659-8201. Marc Pitarresi contributed to this report. 
Updates on energy and environment issues are available 
during the week on twitter. 
 
 
 
 

DEFENSE 
 
Administration Outlines ISIS Strategy; 
Reception in Congress Mixed 
 
Key Points: 

 The President reveals his ISIS strategy in a 
primetime address that will center on 
airstrikes, supporting Syrian rebels, and 
mobilizing an international coalition 

 Reactions in Congress cut across party lines 

 Congress may take up an authorization to 
arm and train Syrian rebels next week with 
an AUMF against ISIS possibly being 
considered after the election 

 
On September 10, President Barack Obama 
outlined his Administration’s strategy for 
combatting the Islamic State of Iraq and Syria 
(ISIS) (aka the Islamic State of Iraq and the 
Levant or ISIL). He called on Congress to 
provide him the authority and funds to arm 
and equip Syrian rebels while insisting that he 
does not need specific authorization from 
Congress to conduct operations in Syria, a 
claim disputed by a number of legal scholars 
and lawmakers. Nonetheless, the House may 
include authorization with respect to Syrian 
rebels in the continuing resolution it will likely 
take up next week. However, it is not clear 
whether this would be part of the package or as 
a standalone vote. It is unclear when either the 
House or Senate may consider an 
Authorization to Use Military Force even 
though a number of Members have urged their 
chambers to do so.  
 
Obama’s Speech 
 
Obama asserted that “ISIL poses a threat to 
the people of Iraq and Syria, and the broader 
Middle East -- including American citizens, 
personnel and facilities.” He claimed that “[i]f 
left unchecked, these terrorists could pose a 

http://www.williamsandjensen.com/
mailto:fcvlossak@wms-jen.com
http://twitter.com/#!/fcvIV
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growing threat beyond that region, including to 
the United States.” Obama remarked that 
“[w]hile we have not yet detected specific 
plotting against our homeland, ISIL leaders 
have threatened America and our allies.” He 
added that “[o]ur Intelligence Community 
believes that thousands of foreigners -– 
including Europeans and some Americans –- 
have joined them in Syria and Iraq.” 
 
With respect to an Authorization to Use 
Military Force, Obama argued that “I have the 
authority to address the threat from ISIL, but I 
believe we are strongest as a nation when the 
President and Congress work together.” He 
asserted that “I welcome Congressional 
support for this effort in order to show the 
world that Americans are united in confronting 
this danger.” 
 
Obama stated that “[o]ur objective is clear: we 
will degrade, and ultimately destroy, ISIL 
through a comprehensive and sustained 
counterterrorism strategy.” He outlined the 
four components of the strategy:  

 First, we will conduct a systematic 
campaign of airstrikes against these 
terrorists…[and] we will expand our 
efforts beyond protecting our own 
people and humanitarian missions, so 
that we’re hitting ISIL targets as Iraqi 
forces go on offense. That means I will 
not hesitate to take action against ISIL 
in Syria, as well as Iraq. 

 Second, we will increase our support to 
forces fighting these terrorists on the 
ground.  In June, I deployed several 
hundred American servicemembers to 
Iraq to assess how we can best support 
Iraqi security forces.  Now that those 
teams have completed their work –- 
and Iraq has formed a government –- 
we will send an additional 475 
servicemembers to Iraq.  As I have said 

before, these American forces will not 
have a combat mission –- we will not 
get dragged into another ground war in 
Iraq. Across the border, in Syria, we 
have ramped up our military assistance 
to the Syrian opposition.  Tonight, I 
call on Congress again to give us 
additional authorities and resources to 
train and equip these fighters.   

 Third, we will continue to draw on our 
substantial counterterrorism capabilities 
to prevent ISIL attacks.  Working with 
our partners, we will redouble our 
efforts to cut off its funding; improve 
our intelligence; strengthen our 
defenses; counter its warped ideology; 
and stem the flow of foreign fighters 
into and out of the Middle East.   

 Fourth, we will continue to provide 
humanitarian assistance to innocent 
civilians who have been displaced by 
this terrorist organization.   

 
Obama asserted that “[a]nd in each of these 
four parts of our strategy, America will be 
joined by a broad coalition of partners…[and] 
[a]lready, allies are flying planes with us over 
Iraq; sending arms and assistance to Iraqi 
security forces and the Syrian opposition; 
sharing intelligence; and providing billions of 
dollars in humanitarian aid.” 
 
Obama emphasized that “I want the American 
people to understand how this effort will be 
different from the wars in Iraq and 
Afghanistan: it will not involve American 
combat troops fighting on foreign soil.” He 
asserted that “[t]his counterterrorism campaign 
will be waged through a steady, relentless effort 
to take out ISIL wherever they exist, using our 
air power and our support for partner forces 
on the ground.” Obama stated that “[t]his 
strategy of taking out terrorists who threaten 
us, while supporting partners on the front lines, 

http://www.williamsandjensen.com/
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is one that we have successfully pursued in 
Yemen and Somalia for years…[a]nd it is 
consistent with the approach I outlined earlier 
this year:  to use force against anyone who 
threatens America’s core interests, but to 
mobilize partners wherever possible to address 
broader challenges to international order.” 
 
The White House issued a fact sheet that 
explained in further details the new strategy 
against ISIS. Notably, the White House urged 
“Congress to provide additional authorities and 
resources to train and equip Syrian opposition 
fighters in the Continuing Resolution they are 
debating this work period, so they can defend 
themselves and their neighborhoods against 
ISIL incursions and ultimately push back on 
ISIL forces and the Assad regime.” The White 
House further claimed that “[t]he growing and 
evolving nature of the ISIL threat underscores 
the importance of the Counterterrorism 
Partnerships Fund (CTPF)…for $5 billion 
would allow us to train, build capacity, and 
facilitate support for partner countries on the 
front lines of countering shared terrorist 
threats, both in the region and beyond.” The 
White House explained that “[t]he CTPF 
includes $500 million for a Department of 
Defense program to train and equip the Syrian 
opposition as described above and $1 billion to 
build resiliency in the states neighboring Syria 
to ensure they can continue to counter threats 
to their internal stability and to support 
communities that are contending with 
refugees.” 
 
The White House also announced that former 
International Security Assistance Force and 
U.S. Forces Afghanistan (USFOR-A) 
Commander General John Allen would 
coordinate the efforts against ISIS and in fact 
has been acting in an advisory capacity to the 
Administration, most notably to Secretary of 
State John Kerry.  

 
Congressional Reaction 
 
Reaction was mixed among Members of 
Congress and did not generally split along party 
lines. Many Republicans expressed some level 
of support for Obama’s strategy with many 
articulating criticisms of the Administration’s 
approach as being lacking. Conversely, many 
Democrats were ambivalent about the strategy, 
some were articulated their opposition, and 
others were calling for a more forceful 
engagement. Some Members even called 
explicitly for U.S. troops to engage in Syria and 
Iraq. Consequently, the politics of 
authorization the arming and training of troops 
and an AUMF against ISIS remain fluid.  
 
Speaker of the House John Boehner (R-OH) 
issued a statement in which he asserted that 
“[w]hile the President presented a compelling 
case for action, many questions remain about 
the way in which the president intends to act.” 
He added that “[i]t is also a cause for concern 
that the president appears to view the effort 
against ISIL as an isolated counterterrorism 
campaign, rather than as what it must be: an all-
out effort to destroy an enemy that has 
declared a holy war against America and the 
principles for which we stand.”  
 
House Minority Leader Nancy Pelosi (D-CA) 
released a statement in which she said that “I 
commend the President for his persistent, 
strong leadership in establishing a government 
of reconciliation in Iraq, and in his diplomatic 
efforts to have coordination among our NATO 
allies and regional powers.  Working with a 
broad coalition of partners and without using 
U.S. combat forces on the ground, we will lead 
a comprehensive counter-terrorism strategy to 
dismantle the threat ISIS poses to the region 
and the United States.” 
 

http://www.williamsandjensen.com/
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Senate Majority Leader Harry Reid (D-NV) 
said in his press release that “[t]onight the 
President laid out a strong and decisive strategy 
to destroy ISIS without repeating the mistakes 
of the past in the Middle East…[and] [t]his 
strategy deserves broad support and I hope 
Democrats and Republicans will come together 
to speak with one voice and tell the terrorists: 
you cannot hide.” 
 
On the Senate floor, Senate Minority Leader 
Mitch McConnell (R-KY) said that “I’m glad 
the President has brought a new focus to the 
effort against ISIL…[and] [h]e needs to take 
this responsibility head on.” He asserted that 
“[t]his Congress, the next Congress, and the 
next administration have serious work ahead as 
we consider this multi-year commitment, and 
what it will take to defeat ISIL.” 
 
The day after Obama’s speech the chairs of the 
Armed Services Committees explained their 
preferred strategies in appearances at 
Washington D.C. think tanks.   
 
House Armed Services Committee Chairman 
Buck McKeon (R-CA) made remarks on “[a] 
plan for the United States to help defeat ISIS” 
at the American Enterprise Institute. He 
claimed that ISIS “is the same threat we faced 
September 10th, 2001, if not worse.” He stated 
that “I listened carefully to the President’s 
remarks last night and I welcomed 
them…[and] [t]here are several elements of the 
President’s strategy that I support:  

 Acting through a willing coalition,  

 Ordering more air strikes and U.S. 
forces 

 Stepping up intelligence collection, 

 Cutting off their sources of funds,  

 Curtailing the flow of foreign fighters.  

 And training and equipping moderate 
opposition forces in Syria. 

 
McKeon claimed that “[w]e need a 
comprehensive strategy – one that pins ISIL 
down and knocks them out…[and] [a]s much 
as I want the President’s approach to work, I 
believe the minimalist strategy he outlined last 
night will not get us there.” McKeon outlined 
the components of the strategy he believes is 
needed: 

 First, our strategy must acknowledge 
that ISIL is an immediate threat to US 
national security, and treat it as such. 

 Second, I call for swift action with a 
strategically realistic plan to defeat ISIL 
before they gain more steam. 

 Third, we must kick ISIL hard in both 
Iraq and Syria at the same time. 

 Fourth, the U.S. must take the lead to 
build a coalition, which the President 
has finally started. 

 Finally, we must not rely solely on 
counterterrorism. 

 
Senate Armed Services Committee Chairman 
Carl Levin (D-MI) appeared at the Council on 
Foreign Relations to discuss his recent travels 
to the Middle East and Obama’s ISIS strategy. 
Levin said that “[o]ur military leaders and 
intelligence experts have uniformly told us that 
airstrikes alone will not be sufficient to defeat 
ISIS.” Levin asked “[w]what should the United 
States do about ISIS?” He stated that “[t]he 
president laid out a forceful strategy last 
night…[and] [i]t deserves bipartisan support” 
for the reasons Levin detailed:  

 First, just as ISIS poses a threat to the 
international security, the response 
needs to be international.  

 Second, within the context of a broad 
international alliance, I believe that 
Congress will support airstrikes against 
ISIS, taking on the group’s leadership 
and infrastructure in both Iraq and 

http://www.williamsandjensen.com/
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Syria.  

 Third, we should train, equip, and assist 
those Iraqis and Syrians who are willing 
to fight ISIS. Their boots are on the 
ground already, and their own 
countries' future is at stake. 

 Finally, we and our allies should take 
additional steps to openly train and 
assist the vetted, moderate opposition 
in Syria, as the president is requesting 
and has requested.  

 
OCO Reprogramming Request 
 
Key Points: 

 DOD asks Congress to shift already 
appropriated funds for offsetting the costs of 
operations against ISIS and the purchase of F-
35s and Apache helicopters 

 
This week, the Department of Defense (DOD) 
submitted a reprogramming request to the 
Armed Services Committees and 
Appropriations Committees’ Defense 
Subcommittees to shift $1.9 billion in FY 2014 
Overseas Contingency Operations (OCO) 
funds to offset funds spent during operations 
against the Islamic State of Iraq and Syria (ISIS) 
and to purchase 8 F-35s and 21 AH-64E 
Apache helicopters to replace fighters and 
helicopters lost in action this fiscal year. The 
funds would be shifted from Army OCO 
Operations & Maintenance accounts.  
 
A portion of the funds requested for 
operations against ISIS is on account of 
“increases in aviation fuel and maintenance 
costs…due to higher than projected flying 
levels.” With respect to the Apaches, the DOD 
asserted that “[f]unding for these 21 aircraft 
would be executed in FY 2015 along with the 
25 aircraft requested in the FY 2015 President’s 
Budget…[which] would bring the program up 
to 46 aircraft in FY 2015, close to the 

minimum sustaining rate of 48 aircraft.” The 
DOD explained its request for 6 F-35Bs and 2 
F-35As in that the former would replace “six 
AV-8Bs destroyed at Forward Operating Base 
Camp Bastion in Afghanistan in September 
2012” and the latter to “replace two F-15 
aircraft lost in combat in the U.S. Central 
Command (CENTCOM) area of responsibility 
during 2012-2013.” 
 
Upcoming Hearings and Events 
 
September 16 
Iraq, Syria & ISIL: The Senate Armed 
Services Committee will hold a hearing to 
discuss policy regarding Iraq and Syria and the 
threat posed by ISIL. 
 
South Asia: The Senate Foreign Relations 
Committee will hold a hearing to discuss 
terrorist threats in South Asia. 
 
September 17 
ISIL: The Senate Foreign Relations Committee 
will hold a hearing to discuss the threat posed 
by ISIL. 
 
Benghazi: The House Select Committee on 
Benghazi will hold a hearing to discuss the 
2012 terrorist attack on the U.S. consulate in 
Benghazi, Libya. 
 
U.S.-China Relations: The House Foreign 
Affairs Committee will hold a hearing to 
discuss U.S.-China relations. 
 
Global Terrorism Threats: The House 
Homeland Security Committee will hold a 
hearing to discuss global terrorism threats.  
 
September 18 
ISIL: The House Armed Services Committee 
will hold a hearing to discuss the threat posed 
by ISIL. 

http://www.williamsandjensen.com/
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ISIS: The House Foreign Affairs Committee 
will hold a hearing to discuss the United States’ 
strategy against ISIS. 
 
ISIL and other Terrorism Threats: The 
House Intelligence Committee will hold a 
hearing to discuss ISIL and other terrorist 
threats.  
 
September 19 
Religious Accommodations in the Military: 
The House Armed Services Committee will 
hold a hearing to discuss religious 
accommodations in the military. 
 
DOD Excess Property Program: The House 
Armed Services Committee will hold a hearing 
to discuss the DOD excess property program. 
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH 
 
House Approves ACA Health Insurance 
Legislation 
 
Key Points 

 The House passed the Employee Health Care 
Protection Act; no action expected in Senate 

 House Ways and Means Committee holds 
hearing on status of ACA implementation 
 

On Thursday, the House voted 247-167 to 
approve the Employee Health Care Protection 
Act (H.R. 3522). 25 Democrats voted in 
support of final passage. The legislation, which 
was introduced by Representative Bill Cassidy 
(R-LA) in November 2013, would allow health 
insurers to continue offering plans that were 
available in the group market during any point 
in 2013 to continue offering these plans outside 

of the Affordable Care Act’s (ACA) health care 
exchanges. Cassidy joined other Republicans in 
arguing that the bill fulfills the promise made to 
Americans that “if you like your plan, you can 
keep it.” House Energy and Commerce 
Committee Health Subcommittee Ranking 
Member Frank Pallone (D-NJ) said that the bill 
represented “another political attack on the 
Affordable Care Act.”  
 
The Administration issued a Statement of 
Administration Policy (SAP) opposing the 
legislation, stating that it “threatens the health 
care security of hard working, middle class 
families.” The Administration concluded that 
H.R. 3522 would “roll back the progress made 
because of the Affordable Care Act and would 
allow insurers to deploy practices such as 
charging businesses more when a worker has a 
pre-existing condition or when it has more 
workers who are women than men.” The 
legislation is not expected to be taken up in the 
Senate.  
 
Next week, the House is expected to begin 
consideration of a package of legislation that 
includes (1) the Save American Workers Act 
(H.R. 2575), legislation introduced by 
Representative Todd Young (R-IN) to repeal 
the ACA’s definition of a full-time worker as an 
individual who works 30 or more hours per 
week; and (2) the Hire More Heroes Act (H.R. 
3474), legislation introduced by Representative 
Rodney Davis (R-IL) that modifies the ACA by 
allowing employers to hire certain veteran 
servicemembers and exclude them from 
counting towards the 50 full-time employee 
threshold at which employers must provide 
healthcare or face a penalty. These individuals 
can be excluded from an employer’s number of 
full-time employees if they are covered under 
the TRICARE program. Both of these bills 
passed the House as stand-alone measures 
earlier in the year.  
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Meanwhile, the House Ways and Means 
Committee’s Health Subcommittee held a 
hearing this week to discuss the status of ACA 
implementation. Subcommittee Chairman 
Kevin Brady (R-TX) warned that those 
enrolled in government exchanges may now 
owe thousands of dollars to the Internal 
Revenue Service (IRS) because the ACA 
income verification system still does not 
function properly. He also expressed concerns 
about the auto-enrollment that would occur if 
individuals do not enroll by December 15. 
Subcommittee Ranking Member Jim 
McDermott (D-WA) credited the ACA with 
providing healthcare security to millions of 
Americans and said that the IRS and 
Department of Health and Human Services 
(HHS) remain underfunded as they try to 
implement key elements of the ACA. 
 
House Panel Continues 21st Century Cures 
Hearings 
 
Key Points 

 House convenes pair of hearings on 21st 
Century Cures 

 Upton announces intent to unveil discussion 
draft in 2015 

 
On September 9, the House Energy and 
Commerce Committee’s Health Subcommittee 
held a hearing focused on laboratory developed 
tests (LDTs). Subcommittee Members focused 
on the impact of LDTs on medicine, and 
discussed the Food and Drug Administration’s 
(FDA) proposed guidance on a regulatory 
framework for LDTs. At the hearing, several 
members expressed concern that the FDA 
lacks the authority to regulate LDTs because 
they are a service and not a medical device, 
citing past statements made by the FDA. 
Additionally, concerns were raised regarding 

the FDA’s use of guidance rather than a formal 
rulemaking.  
 
The House Energy and Commerce Committee 
also convened a roundtable discussion this 
week featuring the participation of the 
Secretary of Health and Human Services 
(HHS) Sylvia Burwell, National Institutes of 
Health (NIH) Director Francis Collins, and 
FDA Commissioner Margaret Hamburg. 
Chairman Fred Upton (R-MI) stressed the 
bipartisan support to achieve more cures and 
treatments. In his opening remarks, he 
mentioned that a “[c]ures legislative discussion 
draft” will be released in January 2015 and the 
Committee intends to move legislation related 
to the initiative through the next Congress 
“swiftly.” Representative Diana DeGette (D-
CO) explained that the Committee is eager to 
start drafting legislation on the many common 
issues that have arisen from the series of 
hearings and roundtables. She called for 
streamlining the process to get treatments from 
“the lab to the clinic.” She expressed support 
for advancing a central independent review 
board (IRB) process and facilitating data 
sharing. She welcomed feedback from 
participants on facilitating trials; data sharing; 
incentivizing research for unmet needs; 
incorporating the patient perspective; 
encouraging young scientists; and adequate 
funding.  DeGette reiterated the bipartisan 
support for 21st Century Cures. 
 
Collins expressed support for changes to the 
drug and device approval process, including 
allowing the National Center for Advancing 
Translational Sciences (NCATS) to complete 
trials beyond Phase IIA. He called for changes 
to the Office of Management and Budget 
(OMB) approval process and Congressional 
report requirements which overly burden many 
scientists and prevent research from occurring. 
He asserted that if NIH had not gone through 
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the financial decline, it would be two years 
ahead of where it is today in the development 
of things such as an Ebola vaccine.  
Hamburg commended Congress for passing 
the “Food and Drug Administration 
Innovation Act.”  She stated that the more the 
FDA engages with stakeholders, the greater 
research and development time can be reduced. 
She asserted that the development of new 
products is essential for the health of people 
but also the health care system and advances in 
technology.  
 
Upcoming Hearings and Events 
 
September 16 
Telehealth Challenges: The Senate Special 
Aging Committee is holding a hearing titled 
"Harnessing the Power of Telehealth: Promises 
and Challenges?" 
 
Children’s Healthcare: The Health Care 
Subcommittee of Senate Finance Committee 
will hold a hearing on "The Children's Health 
Insurance Program: Protecting America's 
Children and Families." 
 
September 18 
HealthCare.gov: The House Oversight and 
Government Reform Committee will hold a 
hearing to examine the security of 
Healthcare.gov. Centers for Medicare and 
Medicaid Services Administrator Marilyn 
Tavenner will testify at the hearing.  
 
Small Business Health Options: The Health 
and Technology Subcommittee of House Small 
Business Committee hearing titled "An Update 
on the Small Business Health Options 
Program: Is It Working for Small Businesses?" 
 
Suicide and Mental Health Issues: The 
Oversight and Investigations Subcommittee of 
House Energy and Commerce Committee 

hearing titled "Suicide Prevention and 
Treatment: Helping Loved Ones in Mental 
Health Crisis." 
 
September 29 
Opioid Abuse and Chronic Pain: The 
National Institutes of Health will hold a 
meeting entitled, “The Role of Opioids in the 
Treatment of Chronic Pain.”  
 
For more information about healthcare issues you may 
email or call Matthew Hoekstra or George Olsen at 
202-659-8201.  
 
TRANSPORTATION AND 
INFRASTRUCTURE  
 
Passenger Rail Bill Introduced 
 
Key Points: 

 Chairs and ranking members of the full 
Committee and the Railroads, Pipelines, and 
Hazardous Materials Subcommittee introduce 
a bill to restructure Amtrak and reform 
passenger rail 

 Committee may markup bill next week but it 
is more likely to serve as a starting for rail 
legislation in next Congress than be enacted in 
current Congress 

 
On September 11, the House Transportation 
and Infrastructure Committee released a four-
year passenger rail reauthorization sponsored 
by the chairs and ranking members of the full 
Committee and the Railroads, Pipelines, and 
Hazardous Materials Subcommittee. The 
“Passenger Rail Reform and Investment Act of 
2014” (PRRIA) (H.R. 5449) would provide for 
a four-year reauthorization of Amtrak and 
commuter rail passenger programs including 
significant programmatic changes. The bill was 
crafted by House Transportation and 
Infrastructure Committee Chairman Bill 
Shuster (R-PA); Ranking Member Nick J. 
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Rahall, II (D-WV); Railroads, Pipelines, and 
Hazardous Materials Subcommittee Chairman 
Jeff Denham (R-CA); and Subcommittee 
Ranking Member Corrine Brown (D-FL). 
 
PRRIA would render a number of significant 
changes to Amtrak’s operations, most notably 
by creating two new Amtrak accounts, one of 
which would fund the Northeast Corridor 
(NEC), and the other the National Network. 
Additionally, the bill would require Amtrak to 
submit its funding requests to the Secretary 
who would then accept grant requests from 
Amtrak for the funds along with detailed 
analyses and descriptions of the work that 
would be performed. For many of the purposes 
in PRRIA, the NEC would include “the 
Northeast Corridor branch lines connecting to 
Harrisburg, Pennsylvania, Springfield, 
Massachusetts, and Spuyten Duyvil, New 
York.” A new National Infrastructure 
Investments grants program would be 
authorized to award up to $300 million 
annually, with 50% of those funds going to the 
NEC.  
 
The House Transportation and Infrastructure 
Committee may mark up the bill next week, but 
it is very unlikely that Congress would pass a 
passenger rail reauthorization in the time 
remaining in 2014 even if a lame duck session 
occurs for a number of reasons. The foremost 
is that the Senate Commerce, Science, and 
Transportation Committee has not held many 
hearings on rail reauthorization let alone having 
drafted a bill. 
 
Nonetheless, PRRIA will serve as a marker for 
the next Congress when the House 
Transportation and Infrastructure Committee 
will have more time to report out a bill and 
determine which Senator will chair the Senate 
Commerce, Science, and Transportation 
Committee whose gavel will change hands 

regardless of which party controls the Senate 
because current Chairman John Rockefeller IV 
(D-WV) is retiring at the end of the 113th 
Congress.  
 
The Committee made available a summary of 
PRRIA, which asserted the following about the 
bill: 

 Reduces Amtrak’s authorized 
funding levels by 40 percent: Fiscal 
responsibility is a top priority. For 
decades, authorization bills have 
included unrealistic funding levels. 
PRRIA 2014 breaks this cycle by 
authorizing Amtrak at fiscally 
responsible, recently appropriated 
funding levels. This requires Amtrak to 
plan based on real, constrained funding 
levels — not overly optimistic targets 
that will never materialize. 

 Mandates that Amtrak carry out a 
business case analysis for all major 
procurements: Amtrak has a 
checkered history with procurements, 
including problems with the Acela fleet 
procurement and lack of funding to 
complete an ongoing purchase of 
sleeping and baggage cars. While the 
company has made progress on 
planning, it has been inconsistent with 
carrying out business cases for major 
procurements. This is particularly 
problematic when Amtrak relies on 
annual federal appropriations to fund 
its capital budget. PRRIA 2014 
addresses this problem by mandating 
that Amtrak conduct a business case 
prior to entering into any large capital 
acquisition. 

 Keeps Northeast Corridor profits on 
the Northeast Corridor: Over the past 
decade, Amtrak has broken ridership 
and revenue records nearly every year 
along the NEC. In fact, Amtrak’s NEC 
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service is the only part of the system 
that makes a profit. In 2013, this profit 
was nearly $400 million, yet because 
Amtrak is currently structured and 
budgeted like a black box, those profits 
are not reinvested in the NEC. PRRIA 
2014 dedicates all profits earned on the 
NEC to reinvestment on the corridor. 
This common sense approach ensures 
users of the corridor – the source of the 
profits – benefit from those revenues. 
This will allow Amtrak to begin to 
tackle their backlog of capital upgrades, 
and allow those revenues to be 
leveraged for innovative financing 
solutions. 

 Ensures states are equal partners, 
giving them a greater say in 
decision making to ensure 
passengers get the best service: 
Currently, Amtrak operates 21 state-
supported routes in 19 states 
connecting metropolitan areas. State-
supported routes account for nearly 
half of Amtrak’s total ridership. While 
ridership has been successful, a 
patchwork of financial arrangements 
had developed between Amtrak and the 
states with varying levels of support. 
Section 209 of PRIIA 2008, however, 
required Amtrak to work with the states 
to develop and implement a single, 
nationwide standardized methodology 
for establishing and allocating the costs 
of providing intercity rail service on 
state-supported routes. Unfortunately, 
as states have begun to work with 
Amtrak to understand their financial 
books, states have realized that while 
they must pay for the service, they 
don’t always know exactly what the 
underlying costs are for. PRRIA 2014 
requires Amtrak to provide accurate, 
updated costs and service information 

to the states, including projections, to 
ensure states can properly manage the 
services for which they pay. 

 
TIGER Grants Announced 
 
Key Points: 

 DOT releases list of recipients for $600 
million in discretionary funds selected from 
797 applications requesting more than $9 
billion 

 
On September 12, the Department of 
Transportation (DOT) announced the 
awardees of the FY 2014 round of 
Transportation Investment Generating 
Economic Recovery (TIGER) Discretionary 
Grant program with $600 million awarded to 
72 projects in 46 states and the District of 
Columbia. In its press release, the DOT noted 
that it had “received 797 eligible applications 
from 49 states, U.S. territories and the District 
of Columbia, an increase from the 585 
applications received in 2013…[and] [o]verall, 
applicants requested 15 times the $600 million 
available for the program, or $9 billion for 
needed transportation projects.”  
 
The DOT released a summary of these projects 
with the largest awards being: 

 $25 million for the Sarah Mildred Long 
Bridge replacement over the Piscataqua 
River (Maine and New Hampshire) 

 $25 million for the Vision Zero: Saving 
Lives and Providing Opportunity 
Project (New York)  

 $24.9 million for the Broad Street Bus 
Rapid Transit project (Virginia) 

 $24 million for the Mountain Parkway 
Extension (Kentucky) 

 $20 million for the Ruggles Station 
Modernization (Massachusetts) 
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 $20 million for the Tamiami 
Trail/Everglades Restoration (Florida) 

 $20 million for the Port of Seattle 
Terminal 46 Rehabilitation project 
(Washington)  

 
Infrastructure Investment Summit 
 
Key Points: 

 Obama Administration conducts a summit of 
“over 100 leaders from industry, finance, 
philanthropy, and local and state governments” 
and “senior Administration officials” 
regarding how to stimulate and maximize 
private investment in public infrastructure 

 The summit marks the latest stage in the 
Build America Investment Initiative, a 
program conceived of by the Administration as 
a way to increase funding in infrastructure 
absent a surface transportation reauthorization  

 
On September 9, the White House hosted the 
“Build America Infrastructure Investment 
Summit” (Summit) at the Department of the 
Treasury as part of the Build America 
Investment Initiative announced earlier this 
summer. In conjunction with the Summit, in a 
fact sheet, the White House unveiled “a series 
of investments and commitments,” including a 
$950 million Transportation Infrastructure 
Finance and Innovation Act (TIFIA)  loan for 
I-4 in Florida, “$518 million in loans for 
electricity infrastructure from the U.S. 
Department of Agriculture,” and “a new 
partnership for infrastructure innovation by the 
Ford Foundation and Rockefeller Foundation.” 
The White House discussed some of the 
progress made in ramping up the new 
Department of Transportation’s Build America 
Transportation Investment Center that will 
serve as a clearinghouse for entities interested 
in public-private partnerships, or as the White 
House put it “a one-stop shop for state and 
local governments, public and private 

developers, and investors seeking to utilize 
innovative financing strategies for 
transportation infrastructure projects.” It is also 
important to note that while the fact sheet 
claims that attendees of the Summit intend to 
spend more than $50 billion on infrastructure, 
this number represents a projected private 
capital figure and not definite plans to invest 
these funds. 
 
In the fact sheet, the White House stated that 
“as part of the Build America Investment 
Initiative, the Obama Administration will host 
the Infrastructure Investment Summit…[with] 
over 100 leaders from industry, finance, 
philanthropy, and local and state governments 
will convene with senior Administration 
officials to highlight the growth in the U.S. 
infrastructure market, build partnerships, and 
develop strategies for increasing investment in 
sectors like transportation, water, 
telecommunications, and energy.” The White 
House touted the following “highlights:”   

 The Summit brings together investors 
intending to deploy more than $50 
billion in U.S. infrastructure. The 
Summit brings together global 
investment and advisory firms, 
dedicated infrastructure investors, 
international asset managers, utilities 
and construction companies, and 
pension funds collectively representing 
more than $50 billion of projected 
private capital investment in the U.S. 
infrastructure market over the next five 
years. 

 The federal government, local and state 
governments, philanthropists and 
others announce investments to expand 
infrastructure development. The 
Obama Administration and other 
stakeholders are announcing a series of 
investments and commitments at the 
Summit, including: 
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o A $950 million loan for the 
Orlando, Florida I-4 Ultimate 
highway project from the U.S. 
Department of Transportation, 
the largest loan ever completed 
for a public-private partnership 
from the TIFIA program.  

o $518 million in loans for 
electricity infrastructure from 
the U.S. Department of 
Agriculture. 

o The creation of a new 
partnership for infrastructure 
innovation by the Ford 
Foundation and Rockefeller 
Foundation. 

 The Department of Transportation and 
the Transportation Investment Center 
announce new tools and policies. This 
July, President Obama launched the 
Build America Transportation 
Investment Center at the U.S. 
Department of Transportation (DOT). 
The Center has already taken significant 
steps forward to advance best practices 
and promote innovative approaches 
and tools. 

 
In conjunction with the Summit, the 
Department of the Treasury released a report 
that provides background on public-private 
partnerships (P3s) and policy considerations. 
However, the Department of the Treasury 
conceded that “[w]hile private investment is 
not a substitute for government spending on 
infrastructure, we can better achieve a state-of-
the-art infrastructure network by expanding the 
sources of investment and using those dollars, 
whether public or private, as effectively as 
possible.”   
 
Upcoming Hearings and Events 
 
September 16 

MAP-21: The Senate Commerce, Science, & 
Transportation Committee will hold a hearing 
to discuss MAP-21 and highway traffic safety 
issues. 
 
September 18 
Airport Privacy Protections: The House 
Homeland Security Committee will hold a 
hearing to discuss airport privacy protections. 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201.  
 
TECHNOLOGY 
 
Senate Homeland Security Committee 
Focuses on Terrorist Cyberthreats 
 
Key Points: 

 Members inquired about the cyber threats 
posed by ISIS and nation states like Russia 
and China 

 Administration witnesses explained current 
cybersecurity efforts and new authorities that 
are needed 

 
On September 10, the Senate Homeland 
Security and Governmental Affairs Committee 
held a hearing titled “Cybersecurity, Terrorism, 
and Beyond: Addressing Evolving Threats to 
the Homeland.” The Committee discussed 
current efforts to combat global terrorism and 
address the ongoing challenges of preventing 
cyber-crimes. Chairman Tom Carper (D-DE) 
stated that the Committee annually holds 
hearings where the Department of Homeland 
Security (DHS), the Federal Bureau of 
Investigation (FBI) and the National 
Counterterrorism Center (NCTC) inform 
members about the national security landscape 
and the actions the Federal Government is 
taking to combat terrorist activities. He asserted 
that threats from al-Qaeda in the Arabian 
Peninsula (AQAP) and from the Islamic State 
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of Iraq and Syria (ISIS, or Islamic State of Iraq 
and Levant, ISIL) will require a multifaceted 
strategy across many different departments and 
agencies. He stressed that the U.S. must 
prevent ISIS from establishing a long-term 
foothold in the region. Carper emphasized that 
on a daily basis, nation states and their 
affiliates, criminals, terrorists, and hackers 
launch cyber-attacks against government 
agencies, businesses, and important 
infrastructure systems such as utilities and 
financial networks.  
 
Ranking Member Tom Coburn (R-OK) argued 
that the lack of security at the nation’s borders, 
particularly the southern border, and the 
corruption by law enforcement in both 
countries has led to a dangerous situation. He 
called for the cybersecurity legislation passed by 
the Committee to be debated by the Senate. He 
asserted that a majority of cyber-attacks are 
perpetrated by “nation state actors,” specifically 
condemning China and Russia for committing 
cyber-crimes.  
 
Under Secretary of Homeland Security for 
Intelligence and Analysis Francis X. Taylor 
emphasized the importance of developing and 
maintaining an agile and collaborative national 
security enterprise that can adjust operations to 
meet new risks as they arise. He said that 
AQAP and their affiliates remain “a major 
concern” for DHS. He asserted that AQAP’s 
ability to adapt their strategies to meet changing 
security tactics underscores the need for more 
innovative and unique approaches, particularly 
for air travel security. He stated that, while 
success on the battle field has provided ISIL 
with capabilities and resources beyond that of 
most terrorist organizations, DHS is unaware 
of any specific credible threat against the U.S. 
from ISIL. He noted ISIL’s ability to produce 
and disseminate high quality propaganda 
material throughout the Middle East region.  

 
Under Secretary of Homeland Security, 
National Protection and Programs Directorate 
Suzanne E. Spaulding stated that growing cyber 
threats are an increasing risk to critical 
infrastructure, the economy, and national 
security. She said DHS uses its cybersecurity 
information to reduce risk; to detect and block 
attacks on federal civilian agencies; to help 
infrastructure entities to improve their own 
protection; and to collaborate with private 
sector partners on cybersecurity threats and 
trends. She reported that the National 
Cybersecurity and Communications Integration 
Center (NCCIC) has processed over 600,000 
“cyber incidents” to date this year, while issuing 
over 10,000 “actionable alerts.” She argued that 
the legal framework addressing cybersecurity 
threats, particularly the language defining 
DHS’s authorities, has not kept pace with the 
growing volume and intensity of threats. She 
stressed the need for new cybersecurity 
legislation, contending that there are areas of 
consensus that legislation can be structured 
around, including codifying the cybersecurity 
responsibilities of DHS; facilitating private and 
public sector collaboration; and enhancing 
DHS’s ability to recruit and retain top 
workforce talent.  
 
GAO Finds Issues With Agency Oversight 
of Contractor-Operated IT 
 
Key Points:  

 In a report requested by four Members, GAO 
finds that six domestic agencies were 
“inconsistent” in overseeing IT systems 
operated by contractors 

 GAO also finds that OMB’s definition of 
contractor-operated results in inconsistent 
reporting of data that could affect annual 
FISMA reports 
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On September 8, the Government 
Accountability Office (GAO) released an 
assessment of how six federal agencies are 
faring in their oversight of contractor-operated 
information technology (IT) systems. 
Generally, the GAO found that while the 
agencies had in place requirements for 
contractors to follow with respect to “security 
and privacy requirements” and procedures “for 
assessments to determine the effectiveness of 
contractor implementation of controls” the 
GAO found that “five of the six were 
inconsistent in overseeing the execution and 
review of those assessments.” Also of note, the 
GAO asserted that the Office of Management 
and Budget (OMB)’s “guidance to agencies for 
categorizing and reporting contractor-operated 
systems does not clearly define what a 
contractor-operated system is and 
consequently, agencies are interpreting the 
guidance differently.” The GAO claimed that 
this definitional issue may compromise the 
value of OMB’s annual Federal Information 
Security Management Act (FISMA) reports to 
Congress with respect to contractor-operated 
IT systems. Finally it bears noting that the 
report was requested by Senate Homeland 
Security and Governmental Affairs Committee 
Chairman Tom Carper (D-DE) and Ranking 
Member Tom Coburn (R-OK) as well as 
House Homeland Security Committee Ranking 
Member Bennie Thompson (D-MS) and 
Senator Susan Collins (R-ME.)  
 
The GAO examined two contractor-operated 
IT systems in the following agencies: the 
Departments of Energy (DOE), Homeland 
Security (DHS), State, and Transportation 
(DOT), the Environmental Protection Agency 
(EPA) and the Office of Personnel 
Management (OPM). Specifically, the GAO 
was asked to “evaluate how well agencies 
oversee contractor-operated systems…to assess 
the extent to which (1) selected agencies 

oversee the security and privacy controls for 
systems that are operated by contractors on 
their behalf and (2) executive branch agencies 
with government-wide guidance and oversight 
responsibilities have taken steps to assist 
agencies in ensuring implementation of 
information security and privacy controls by 
such contractors.”  
 
The GAO found that “[w]hile the six agencies 
we reviewed generally established security and 
privacy requirements for contractors to follow 
and prepared for assessments to determine the 
effectiveness of contractor implementation of 
controls, five of the six were inconsistent in 
overseeing the execution and review of those 
assessments.” Moreover, “none of the agencies 
had procedures in place to direct officials in 
how to conduct such oversight.” The GAO 
conceded that “[s]uch inconsistencies may have 
been mitigated if procedures had been created, 
documented and implemented…[and] [f]or 
example, agency officials reviewing system 
assessment results could refer to a procedure 
outlining the necessary actions for an effective 
review of an assessment conducted by 
contractors.” The GAO stated that “[a]s a 
result, agency officials have less assurance that 
oversight activities are being performed 
consistently and effectively over all of their 
contractor-operated systems and weaknesses 
may go undetected and unresolved, such as 
having contractor employees operate a system 
without undergoing a background 
investigation.” 
 
The GAO noted that “the inconsistent 
implementation of OMB’s reporting guidance 
by agencies in reporting the number of 
contractor-operated systems demonstrates that 
existing outreach and education efforts during 
face-to-face meetings with agency information 
security officials are not always resulting in 
accurate reporting of agencies’ reliance on 
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contractors to operate systems and process 
government information on their behalf.” The 
GAO claimed that “agencies are not reporting 
all of their contractor-operated systems in their 
FISMA submissions, the information is not 
complete enough to provide OMB with an 
accurate representation of the number of 
contractor-operated systems within the 
government, and OMB’s report to Congress on 
the implementation of FISMA is not 
complete.” The GAO asserted that “[w]ithout 
complete information about contractor-
operated systems, OMB and DHS may limit 
their ability to assist agencies in improving their 
cybersecurity postures and Congress will not 
have complete information on the 
implementation of FISMA.” 
 
Upcoming Hearings and Events 
 
September 17 
Net Neutrality: The Senate Judiciary 
Committee will hold a hearing to discuss net 
neutrality rules.  
 
FCC: The House Energy & Commerce 
Committee will hold a hearing to discuss 
oversight of the FCC’s budget and 
management. 
 
Cross Border Data Flows: The House Energy 
& Commerce will hold a hearing to discuss the 
economic impacts of foreign protectionism. 
 
FCC and Small Business: The House Small 
Business Committee will hold a hearing to 
discuss. 
 
September 18 
ISIL: The House Select Committee on 
Intelligence will hold a hearing to discuss ISIL 
and other terrorist threats. 
 

For more information on technology issues you may 
email or call Michael Kans at 202-659-8201. Greg 
Frink contributed to this section. 
 
This Week in Congress was written by Laura 
Simmons.  

http://www.williamsandjensen.com/
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