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TAX 
 
House Democrats Add 10 New Members 
 
Key Points: 
 Democrats add ten new members to the House 

Ways and Means Committee that mostly 
represent swing states. 

 Republicans are expected to announce two new 
additions.  

 

 
 
 
On Wednesday, House Democratic Steering 
Committee recommended adding ten new 
members to serve on the Ways and Means 
Committee. Specifically, Representatives: Gwen  

 
This Week In Congress  
 

House – The House considered H.R. 259 – Medicaid Extenders Act of 2019; H.R.269 
– Pandemic and All-Hazards Preparedness and Advancing Innovation Act of 
2019; H.R. 266 — “Making appropriations for the Department of the Interior, 
environment, and related agencies for the fiscal year ending September 30, 2019;” 
S. 24 — “To provide for the compensation of Federal and other government 
employees affected by lapses in appropriations;” H.R. 267 — “Making 
appropriations for the Department of Transportation, and Housing and Urban 
Development, and related agencies for the fiscal year ending September 30, 2019;” 
H.R. 265 — “Making appropriations for Agriculture, Rural Development, Food 
and Drug Administration, and Related Agencies programs for the fiscal year 
ending September 30, 2019;” and H.R. 264 — “Making appropriations for financial 
services and general government for the fiscal year ending September 30, 2019.”  

 
Senate – The Senate considered S.1, Strengthening America's Security in the 
Middle East Act of 2019; approved membership for certain committees for the 116th 
Congress; and passed S.24: to provide for the compensation of Federal and other 
government employees affected by lapses in government.  

 
Next Week In Congress  
 
 House – The House may consider H.R. 268, Supplemental Appropriations Act, 

2019.  
 

Senate – The Senate will resume consideration of the motion to proceed to S.1, 
Strengthening America's Security in the Middle East Act of 2019. 
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Moore (D-WI), Daniel Kildee (D-MI), Brendan 
Boyle (D-PA), Donald Beyer Jr. (D-VA), 
Dwight Evans (D-PA), Thomas Suozzi (D-
NY), Jimmy Panetta (D-CA), Stephanie 
Murphy (D-GL), Brad Schnedier (D-IL), and 
Steven Horsford (D-NV). According to 
Committee Chairman Richard Neal (D-MA), 
the new additions will help “improve 
Americans’ retirement security, lower 
healthcare costs, cut taxes for middle-class 
families, and modernize our nation’s 
infrastructure.” Republicans are expected to 
add two additional members to the committee 
in the near future.  
 
Joint Committee on Taxation Issues 
Overview on the JCT’s Review Process of 
Large Tax Refunds 
 
On Wednesday, the Joint Committee on 
Taxation issued “TAX REFUND CLAIMS: 
An Overview of the Joint Committee on 
Taxation’s Review Process.” Under Internal 
Revenue Code section 6405, the JCT must 
review Treasury’s determination of certain large 
tax refunds and tentative adjustments.  The 
report describes the review process JCT 
follows. 
 
Government Shutdown Update – Tax 
Impacts 
 
Key Points: 
 House passes IRS funding bill, but the 

legislation was not considered in the Senate. 
 Treasury and OMB say that IRS will issue 

refunds during the shutdown. 
 
House Democrats passed legislation to fund 
the Department of Treasury as the Internal 
Revenue Services’ (IRS) tax filing season begins 
on January 28. Representative Mike Quigley 
(D-IL) proposed a funding bill on January 6, 
that includes total appropriations of $11.2 
billion for the IRS for the remainder of FY 

2019, in addition to a $77 million second 
installment payment for implementation for the 
Tax Cuts and Jobs Act (TCJA). Specifically, the 
bill provides $4.86 billion for enforcement, $3.7 
billion for operations support, $2.5 billion for 
taxpayer services, and $110 million for business 
systems modernization.  
 
While the bill passed the House on a 240-188 
vote, the Senate refused to consider it. Both 
Treasury and the Office of Management and 
Budget (OMB) announced on January 7, that 
the IRS will issue refunds during the shutdown. 
The IRS also started processing income 
verification requests this week, a vital part of 
mortgage qualification. 
 
Chairman Neal Introduces Multiemployer 
Pension Plan Revolving Loan Legislation 
 
Key Points: 
 Ways and Means Chairman introduces new 

retirement bill that would create a new agency, 
the Pension Rehabilitation Administration, 
within the Department of the Treasury. 

 The PRA would be authorized to issue bonds 
in order to finance loans to “critical and 
declining” status multiemployer pension plans. 

 
House Ways and Means Committee Chairman 
Richard Neal (D-MA) introduced his first piece 
of legislation for the new Congress; the 
Rehabilitation for Multiemployer Pensions Act 
that would establish the Pension Rehabilitation 
Administration (PRA) as a new agency within 
the Department of the Treasury. Retirement 
has been identified as a priority for Democrats 
in the 116th Congress. The PRA would be 
“authorized to issue bonds in order to finance 
loans to ‘critical and declining’ status 
multiemployer pension plans, plans that have 
suspended benefits, and some recently 
insolvent plans currently receiving financial 
assistance from the Pension Benefit Guaranty 
Corporation (PBGC).” A summary of the bill 
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can be found here, and the full text of the 
legislation is provided here.  
 
Flurry of Tax Bills Introduced with Start of 
New Congress 
 
In the first two weeks of Congress, a number 
of tax-related bills have been introduced.  A list 
of some (but not all) bills introduced so far is 
below: 
 
S. 2 (Sen. Rubio (R-FL)): Would tax China’s 
investments in U.S. by repealing the reduced 
withholding rates for Chinese residents and tax 
income from U.S. obligations held by China’s 
government. 
 
S. 3 (Sen. Cardin (D-MD)): Would expand 
healthcare tax credit eligibility for the premium 
healthcare tax credit. 
 
S.4 (Sen. Kamala Harris (D-CA)): Would 
establish a refundable tax credit to increase the 
take-home pay of American workers and 
enhance their financial stability, and for other 
purposes. 
 
S. 5 (Sen. Rubio (R-FL)): Would provide a tax 
credit for contributions to a scholarship 
granting organization that provides 
scholarships for qualified elementary and 
secondary education tuition.  
 
S. 6 (Sen. Rubio (R-FL)): Would establish wage 
subsidy for Puerto Rico workers and would 
reduce the federal minimum wage requirement 
for Puerto Rico. 
 
H.R.22 (Rep. Brady (R-TX)): Would make 
permanent the increase in the standard 
deduction, the increase in and modifications of 
the child tax credit, and the repeal of the 
deduction for personal exemptions contained 
in Public Law 115-97. 
 

H.R.188 (Rep. Lowey (D-NY)): Would repeal 
the limitation on the deduction for certain 
taxes, including State and local property and 
income taxes. 
 
H.R.216 (Rep. Smith (R-MO)): Would make 
permanent the deduction for qualified business 
income. 
 
H.R.217 (Rep. Smith (R-MO)): Would make 
permanent certain changes made by Public Law 
115-97 to the child tax credit. 
 
H.R.257 (Rep. King (R-NY)): Would repeal the 
limitation on deduction for state and local 
taxes, and for other purposes. 
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201. Henry 
Homans contributed to this section. 
 
FINANCIAL SERVICES 
 
Federal Reserve Vice Chairman Quarles 
Statement on Insurance Supervision and 
International Engagement 
 
Key Points: 
 Vice Chairman for Supervision Randal 

Quarles stated that the Federal Reserve 
intends to publish a formal proposal for 
insurance holding company capital 
requirements, referred to as the “Building 
Block Approach,” in the “not to distant 
future.”  

 Quarles noted that the current proposal in the 
international insurance capital standard (ICS) 
would face implementation challenges in the 
U.S. and motivates the U.S. “team” to 
advocate for an aggregation alternative and the 
use of an alternative valuation method that 
derives from U.S. GAAP. 

 
On January 9, Federal Reserve Vice Chairman 
for Supervision Randal Quarles gave a speech 
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at the American Council of Life Insurers 
Executive Roundtable. He noted the role of the 
Federal Reserve as the consolidated supervisor 
of some insurers and the role they play in the 
international insurance standard setting 
process, including the ongoing development of 
an insurance capital standard (ICS) for 
internationally active insurance groups.  
 
Quarles noted in their supervisory role over 
certain insurers, the Federal Reserve has aimed 
to develop policies that are “insurance-centric 
and appropriate for insurance risks.” He 
explained the Board’s advance notice of 
proposed rulemaking (ANPR) for insurance 
holding company capital requirements, often 
referred to as the Building Block Approach 
(BBA) sets out two frameworks that are unlike 
those proposed for banks in that they build 
upon the regulatory capital rules of subsidiaries’ 
functional regulators to provide a consolidated 
capital requirement. He noted they expect to 
publish a formal proposal in the not to distant 
future.  
 
In describing the proposal, Quarles stated that 
the Federal Reserve favored an approach that 
encompassed all material risks across the entire 
supervised enterprise. He noted they favor an 
approach that is as standardized as possible and 
strikes an efficient balance between simplicity 
and risk sensitivity. He explained that the BBA 
is an approach to consolidate capital 
requirements by aggregating the capital 
positions of companies under an insurance 
holding company, namely it constructs 
“building blocks” or groupings of entities in 
the supervised firm that are covered under the 
same capital regime. Quarles noted that once 
the holding company’s aggregate capital 
position is calculated, the BBA would impose a 
minimum requirement that is calibrated to be 
consistent with the Board’s role to ensure the 
risks of the enterprise do not present undue 
risks to the institution. He noted the ongoing 

dialog that has been undertaken with the 
National Association of Insurance 
Commissioners (NAIC) and state insurance 
supervisors with the aim of ensuring 
consistency wherever possible between the two 
capital frameworks under development.  
 
In terms of international insurance standard 
setting, Quarles explained that the Federal 
Reserve joined the International Association of 
Insurance Supervisors (IAIS) in 2013. He noted 
that while the standards adopted by the IAIS 
are not binding upon the U.S. it is in the 
national interest to engage in the international 
insurance standards development process so 
that it produces standards that are appropriate 
for the U.S. markets. He noted that the current 
proposal in the ICS would face implementation 
challenges in the U.S. and motivates the U.S. 
“team” to advocate for an aggregation 
alternative and the use of an alternative 
valuation method that derives from U.S. 
GAAP. Quarles stated that the Federal Reserve 
will continue to advocate for international 
insurance standards that promote a global level 
playing field and will work for the U.S. 
insurance market.  
 
Upcoming Hearings and Events 
 
January 16 
 
Elder Fraud: The Senate Special Committee 
on Aging will hold a hearing entitled “Fighting 
Elder Fraud: Progress Made, Work to Be 
Done.” 
 
January 28 
 
Fixed Income Market Structure: The SEC 
will hold a meeting of its Fixed Income Market 
Structure Advisory Committee (FIMSAC). The 
agenda for the meeting includes updates and 
presentations from subcommittees. This event 
may be affected by the partial government 
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shutdown, as the SEC is operating with only 
essential staff. 
 
For more information about financial services issues you 
may email or call Joel Oswald at 202-659-8201. Alex 
Barcham and Rebecca Konst contributed to the articles. 
 
HEALTH  
 
FDA Continuing Limited Activities During 
Shutdown 
 
Key Points:  
 Food and Drug Administration 

Commissioner Scott Gottlieb said the agency is 
unable to accept new user fees after December 
22, 2018, so it is not able to accept medical 
product applications sent after that date.  

 The agency will continue to work on 
applications submitted before December 22, 
using carryover user fee funds until those funds 
are exhausted.   

 
The Food and Drug Administration (FDA) is 
one of a number of federal agencies whose 
funding lapsed on December 22. The agency 
has furloughed approximately 40 percent of its 
workforce. While many of the FDA review 
programs are funded through user fees, they 
are still not able to fully operate during the 
shutdown as explained by FDA Commissioner 
Scott Gottlieb in a series of tweets.  
 
The FDA is unable to accept new 2019 user 
fees; therefore, it is unable to accept new 
medical product applications. The FDA will 
still be able to accept a subset of applications 
for certain generic drugs and other new 
regulatory submissions which do not require a 
user fee. It will also accept Drug Master Files 
(DMF) including Type II Active 
Pharmaceutical Ingredients (ADI) DMFs but 
will not be able to conduct initial completeness 
assessments of the Type II ADI DMFs if the 
fee has not already been paid.  

 
The FDA may continue to work on existing 
new product applications whose fees were paid 
before December 22, 2018. Gottlieb 
anticipated the Prescription Drug User Fee Act 
(PDUFA), which funds new drug reviews, will 
run through its carryover balance first. He 
noted the agency is preparing a more detailed 
analysis of carryover user fee balances, but 
estimated PDUFA has about one month of 
funding left.  
 
Gottlieb explained the FDA will continue to 
advance certain non-product activities using its 
carryover funding. The lapse in funding will 
mean many activities such as the development 
of certain guidances will be limited. He said 
FDA will suspend the review of any regulatory 
submissions for medical products subject to 
pre-market approval unless it is an emergency 
investigational new drug (IND) or an 
amendment related to human subject safety. 
He emphasized the FDA will still respond to 
requests for access to investigational drugs 
when it may be the patient’s best chance for 
treatment. The Center for Biologics Evaluation 
and Research will halt non-emergency work 
regulated under Section 361 of the Public 
Health Service Action which cannot be 
conducted with carryover user fees. 
 
The FDA also has some carryover funds for 
certain 21st Century Cures programs such as 
participation in pre-approval discussions with 
sponsors. There are also limited funds to 
continue some opioid-related activities. The 
FDA’s Center for Tobacco Products will also 
use carryover fees to continue its overseeing of 
manufacturing, distribution, and marketing of 
tobacco products. The FDA will continue 
surveillance activities on adverse events and 
take action “to protect the safety of human 
life.” This includes overseeing food recalls and 
monitoring outbreaks of foodborne illness. 
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Upcoming Hearings and Meetings 
 
January 14 
 
Policy: The National Press Club will host a 
Newsmaker Luncheon address with CVS 
Health President and CEO Larry Merlo. 
 
January 15 
 
Health Policy: The Council for Affordable 
Health Coverage and the Partnership for 
Employer-Sponsored Coverage will hold a 
conference on “The Price of Good Health: 
Health Policies & Politics in the 116th 
Congress.” 
 
Medicare: The Urban Institute will hold an 
event entitled “Using Encounter Data in 
Medicare Advantage Risk Adjustment.” 
 
January 16 
 
Innovation: Politico will host a discussion on 
“Health Care Innovators: New Players Meet 
Long-Established Regulations.” 
 
January 17-18 
 
MedPAC: The Medicare Payment Advisory 
Commission will hold a public meeting.  
 
For more information about healthcare issues you may 
email or call Nicole Ruzinski Bertsch or George Olsen 
at 202-659-8201.  
 
TRADE 
 
First Round of Trade Talks between China 
and U.S. Complete 
 
Key Points: 
 The U.S. delegation wrapped trade talks with 

China on Wednesday and offered few specifics 
on progress made. 

 President Trump cancelled his trip to Davos 
for the World Economic Forum, at which he 
was scheduled to meet with Chinese Vice 
President Wang Qishan.  

 
Trade talks between delegations for the U.S. 
and China ran a day long this week, with 
Chinese Foreign Ministry spokesperson Lu 
Kang suggesting the “prolonged talks show the 
commitment both sides have put into the trade 
talks.” The Office of the U.S. Trade 
Representative (USTR) explained in a 
statement that officials “discussed the need for 
any agreement to provide for complete 
implementation subject to ongoing verification 
and effective enforcement… United States 
officials conveyed President Trump’s 
commitment to addressing our persistent trade 
deficit and to resolving structural issues in 
order to improve trade between our 
countries… The delegation will now report 
back to receive guidance on the next steps.” 
Officials are expected to meet again in January 
or mid-February, as the Chinese New Year falls 
on February 5. Chinese Vice Premier Liu He, 
President Xi Jinping’s top economic advisor, is 
also scheduled to visit Washington at the end 
of January to discuss trade.  
 
President Trump announced via Twitter that he 
will not be attending the World Economic 
Forum in Davos later this month. He was 
expected to meet with Chinese Vice President 
Wang Qishan, one of President Xi Jinping’s 
closest allies.  
 
Draft Section 232 Autos Report Contains 
Three Tariff Options 
 
Key Points: 
 With the February 17 deadline looming, the 

Commerce Department’s Section 232 draft 
report now includes three different tariff 
recommendations for President Trump. 
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 Senator Chuck Grassley (R-IA) raised 
concerns about the Trump Administration’s 
use of Section 232.  

 
The Commerce Department’s latest Section 
232 draft report on automobiles and auto parts 
reportedly contains three options: (1) a blanket 
20-25 percent tariff on autos and auto parts; (2) 
tariffs on only automated, connected, electric 
and shared (ACES) vehicle technologies; and 
(3) a mix between the two. Commerce must 
deliver its report to President Trump by 
February 17; he can then choose to implement 
a recommendation, implement his own trade 
remedy, or do nothing. The recommendation 
to target ACES components would be 
particularly damaging to China, as they are 
included in the Made in China 2025 initiative. It 
should be noted the report is due less than two 
weeks before the U.S. is set to increase tariffs 
on $200 billion of Chinese goods from 10 to 25 
percent.  
 
Japan and the European Union have expressed 
concern about potential automobile and auto 
part tariffs. The threat of tariffs was a major 
reason why both countries have been willing to 
negotiate trade issues. Any 232 tariffs imposed 
on these countries would inflame trade 
tensions and likely lead to retaliation.  
 
Lawmakers continue to express concern 
regarding the Trump Administration’s 
perceived abuse of the Section 232 statute. 
Senator Grassley told reporters that he does 
not believe “we should alienate our allies with 
tariffs disguised as national security protections. 
And certainly not when it comes to trade in 
automobiles and auto parts. For this reason, I 
intend to review the president’s use of power 
under Section 232 of the Trade Act of 1962, 
which grants the president broad legal authority 
to impose tariffs in the name of national 
security.”  
 

House Ways & Means Trade 
Subcommittee to be Finalized Next Week 
 
Key Point: 
 Representatives Earl Blumenauer (D-OR) 

and Bill Pascrell (D-NJ) are both seeking the 
Chairmanship of the House Ways & Means 
Committee’s Trade Subcommittee.  

 
Representative Earl. Blumenauer (D-OR) and 
Representative Bill Pascrell (D-NJ) will learn 
next week who will lead the Trade 
Subcommittee. Some Democrats have 
expressed support for Representative Pascrell 
because of his more progressive trade 
approach. However, Representative 
Blumenauer has seniority, historically the factor 
that has been used to choose the Chairman.  
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201. Riyad 
Carey contributed to this section. 
 
This Week in Congress was written by Rebecca Konst.  
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