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TAX 
 
Proposed Continuing Resolution Could 
Delay Three Affordable Care Act Taxes 
  
Key Point: 

 The House passes its Continuing Resolution 
that would delay the Medical Device Tax for 
two years; the Health Insurance 

 
Update on Continuing Resolution  
 
On Thursday, the House passed a Continuing Resolution (CR) by a vote of 230-197. Shortly 
after, the Senate voted 97-2 on the motion to proceed to the House passed CR. There was 
debate between Democratic Leader Chuck Schumer (D-NY) and Majority Leader Mitch 
McConnell on a cloture motion. It is expected that the cloture vote will occur sometime tonight, 
Friday, January 19. Discussions are continuing but at this moment, there are at least 41 
Democratic Senators who are expected to vote against the cloture motion whenever it occurs. 
There have also been rumors that a 5-6 day CR is on the table.  
 

This Week in Congress 
 
House – The House passed H.R. 4318, the Miscellaneous Tariff Bill Act of 2018; 
H.R. 4258, the Family Self-Sufficiency Act; H.R. 3326, the World Bank 
Accountability Act of 2017; H.R. 4279, the Expanding Investment Opportunities 
Act; H.R. 2954, the Home Mortgage Disclosure Adjustment Act; H.R. 1660, the 
Global Health Innovation Act of 2017 and H.R. 4712, the Born-Alive Abortion 
Survivors Protection Act.  
 
Senate – Completed the Rule 14 process to place on the Legislative Calendar of 
Business S.2311: Pain-Capable Unborn Child Protection Act; passed the motion to 
concur in the House amendment to S.139 (702, FISA); passed the motion to lay before 
the Senate the message to accompany H.R.195 (CR to 2/16); and agreed to 
H.Con.Res.98: to change the title of Rapid DNA to FISA. 

 
Next Week in Congress 
 

House – The House is in recess until Monday, January 29. 
Senate – The Senate is expected to consider the S. 139, the FISA renewal vehicle. 
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Tax (HIT) for one year, and the “Cadillac” 
Tax for two years. The Senate has yet to vote.  

  
The Continuing Resolution (CR) currently 
being debated by Congress will determine 
whether the implementation of three 
Affordable Care Act taxes will be further 
delayed.  On Thursday, the House passed a CR 
with a vote of 230-197. 11 Republicans voted 
“no” and 6 Democrats voted “yes.” It is 
uncertain when the Senate will vote on the 
House-passed bill, which would extend 
government funding through February 16. The 
short-term Continuing Resolution that the 
House passed would delay several Affordable 
Care Act taxes.  The bill would delay 
implementation of the 2.3 percent medical 
device tax until 2020 and the so-called Cadillac 
tax on high-cost healthcare plans from 2020 to 
2022. The bill would also impose a one-year 
moratorium on the Health Insurance Tax 
(HIT), the annual fee on health insurers until 
2019.  Both the medical device tax and HIT 
were scheduled to go into effect beginning for 
2018 tax year, after last being delayed for two 
years by the Protecting Americans from Tax 
Hikes Act (PATH Act) of 2015. 
  
Earlier this week the IRS announced that they 
will excuse penalties incurred by taxpayers who 
fail to deposit their medical device excise tax 
payments during the first three calendar 
quarters of 2018.  Released January 17, Notice 
2018-10, provides relief from penalties that 
range from 2 percent to 10 percent that are 
imposed for failing to make timely tax 
deposits. Beginning in the fourth calendar 
quarter of 2018, the penalties may be avoided if 
the failure to deposit is because of reasonable 
cause and not willful neglect. 
  
Also included in the CR is the extension for the 
state Children’s Health Insurance Program 
(CHIP) through FY 2023. While the CR 
includes the same policies as the most recent 

extension, passed in November 2017, the 
resolution would extend CHIP funds and 
related policies for an additional year. The new 
CR also includes necessary anomalies requested 
by the administration and extends the National 
Flood Insurance Program (NFIP) to February 
16. 
 
For more information about tax issues you may email 
or call Christopher Hatcher at 202-659-8201. Nick 
Karellas, Henry Homans, and Ryan Schnepp 
contributed to this section. 
 
FINANCIAL SERVICES 
 
Senate Banking Committee Approves 
Federal Reserve Nominations 
 
Key Points: 

 The Committee approved the nomination of 
Jerome Powell to be Federal Reserve Chair, 
and Randal Quarles reappointment for a 14 
year term as a member of the Federal Reserve 
Board. 

 The Committee also approved several 
nominations for the Department of Housing 
and Urban Development and U.S. Mint. 

 
On January 17, the Senate Banking Committee 
held an executive session and voted to approve 
the following nominations by voice vote: (1) 
The Honorable Jerome H. Powell to be 
Chairman of the Board of Governors of the 
Federal Reserve System; and (2) The 
Honorable Randal Quarles for reappointment 
as a Member of the Board of Governors of the 
Federal Reserve System.  
 
Powell is currently serving as a member of the 
Federal Reserve Board. Current Federal 
Reserve Chair Janet Yellen is expected to step 
down upon Powell’s confirmation as chairman. 
The Committee approved Powell’s nomination 
for a four year term as Chair. 
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Quarles was confirmed by the Senate on 
October 5, 2017 for the remainder of a term 
expiring January 31, 2018. He has also been 
confirmed for a four year term as Federal 
Reserve Vice Chair for Supervision expiring on 
October 13, 2021. The Committee voted to 
favorably report Quarles’s reappointment for a 
14 year term expiring January 31, 2032.   
 
The Committee also approved the nominations 
of: The Honorable Brian Montgomery to be 
Assistant Secretary for Housing, Federal 
Housing Commissioner, U.S. Department of 
Housing and Urban Development (HUD); 
Robert Hunter Kurtz to be Assistant Secretary 
for Public and Indian Housing, HUD; and 
David Ryder to be Director of the United 
States Mint. 
 
Senate Banking Committee Discusses 
Money Laundering and Illicit Finance 
 
Key Points:  

 Chairman Mike Crapo (R-ID) noted the 
bipartisan interest in modernizing the Bank 
Secrecy Act (BSA)/ Anti-money laundering 
(AML) regime, and an interest in beneficial 
ownership, information sharing, technology, 
and BSA reporting requirements.  

 Ranking Member Sherrod Brown (D-OH) 
suggested Congress should assess whether there 
are ways to responsibly update and strengthen 
the current Anti-Money Laundering 
framework, including through new measures to 
require beneficial ownership information when 
companies are formed in the U.S.  

 Treasury Department official expresses 
concerns over the use of cryptocurrencies to 
transfer funds.  

 
On January 17, the Senate Banking Committee 
held a hearing on “Combating Money 
Laundering and Other Forms of Illicit Finance: 
Administration Perspectives on Reforming and 
Strengthening BSA Enforcement.” Chairman 

Mike Crapo (R-ID), in a statement, explained 
there is a bipartisan interest in modernizing the 
Bank Secrecy Act (BSA)/AML regime. He 
noted significant interest in several areas: 
beneficial ownership; information sharing; 
technology; and BSA reporting requirements. 
Crapo suggested there may be ways to improve 
information and coordination between 
industry, regulators, and law enforcement. 
Ranking Member Sherrod Brown (D-OH), in a 
statement, noted that some of the world’s 
largest banks and their foreign partners have 
run afoul of these laws. He noted the 
Government Accountability Office (GAO) 
concluded last year that from 2009-2015 
approximately $12 billion was collected in fines, 
penalties, and forfeitures from financial 
institutions for violations of the Bank Secrecy 
Act (BSA), the Foreign Corrupt Practices Act 
(FCPA), and U.S. sanctions requirements. He 
stated that many of these banks violated U.S. 
anti-money laundering and sanctions laws by 
knowingly facilitating financial transactions for 
rogue jurisdictions like Iran, Sudan, Libya, 
Syria, and Burma. Ranking Member Brown 
suggested Congress should assess whether 
there are ways to responsibly update and 
strengthen the current Anti-Money Laundering 
framework, including through new measures to 
require beneficial ownership information when 
companies are formed in the U.S.  He added 
that Congress should focus on sharpening 
suspicious activity reporting (SARs), and 
bolstering efforts by law enforcement to give 
banks guidance on what to look for, instead of 
substantially raising currency-reporting 
thresholds.  
 
When asked what reforms are needed to the 
AML/BAS regime, Sigal Mandelker (Under 
Secretary for Terrorism and Financial Crimes, 
U.S. Department of the Treasury) stated there 
are reforms and there are actions that can be 
taken separate from legislative fixes. She 
suggested it is time to review the BSA 
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framework and see if reporting requirements 
are sufficient and whether the system is 
properly harnessing the analysts in the financial 
institutions. She stated they are also looking at 
thresholds and the examination process. M. 
Kendall Day (Acting Deputy Assistant 
Attorney General, Criminal Division, U.S. 
Department of Justice) stated beneficial 
ownership continues to present issues for law 
enforcement. He noted bad actors continue to 
hide behind shell entities and law enforcement 
has to attempt to “pierce the corporate veil.” 
Day added increased penalties for bulk cash 
smuggling would also be helpful.  
 
When asked about cryptocurrencies, Mandelker 
noted FinCEN guidance has been issued that 
Bitcoin entities are required to file SARs, are 
subject to review by FinCEN, and have been 
the subject of investigations. She noted 
concern over the use of cryptocurrencies to 
transfer funds. She stated in the U.S. there are 
regulations over these cryptocurrencies but the 
same regulations are lacking around the world.  
 
CFPB Acting Director Requests Comments 
on CFPB Functions  
 
Key Point:  

 CFPB Acting Director Mick Mulvaney 
issued a request for evidence to ensure the 
CFPB is fulfilling its mandates.   

 
On January 17, Acting CFPB Director Mick 
Mulvaney issued a statement requesting 
evidence to ensure that the “Bureau is fulfilling 
its proper and appropriate functions to best 
protect consumers.” The announcement 
explained that in the coming weeks the CFPB 
will publish a series of Federal Register Requests 
for Information (RFIs) seeking public 
comments on issues such as enforcement, 
supervision, rulemaking, market monitoring, 
and education activities. Mulvaney stated that 
“it is natural for the Bureau to critically 

examine its policies and practices to ensure 
they align with the Bureau’s statutory 
mandate.” The first RFI issued by the CFPB 
will seek comment on Civil Investigative 
Demands (CIDs) issued during an enforcement 
investigations.  
 
CFPB Announces Revisit of Payday 
Lending Rule 
 
Key Point:  

 CFPB announces rulemaking process to revisit 
the payday and short-term lending rule.  

 
On January 16, the CFPB issued a statement 
that they intend to initiate a rulemaking process 
to reconsider the final Payday, Vehicle Title, 
and Certain High-Cost Installment Loan rule. 
The final rule was issued in October 2017, and 
would require pay day and other short-term 
lenders to conduct background checks showing 
that borrowers can afford to pay back the loans 
within 30 days and would limit the number of 
loans made to a single borrower. The final rule 
had a January 16, 2018 effective date but most 
of the provisions do not require compliance 
until August 19, 2019. In addition, the rule 
established April 16, 2018 as the deadline for 
entities to submit an application for preliminary 
approval to become a registered information 
system (RIS). The CFPB in their statement 
noted that they may waive this deadline and 
will entertain waiver requests from any 
potential applicant. If the CFPB decides to 
initiate procedures to repeal the rule, the 
process could take a significant amount of time 
as it conducts additional research on the impact 
of the rule and considers public comments. On 
December 1, 2017, Representatives Dennis 
Ross (R-FL), Alcee Hastings (D-FL), Tom 
Graves (R-GA), Henry Cuellar (D-TX), Steve 
Stivers (R-OH), and Collin Peterson (D-MN) 
filed H.J.Res.122 seeking congressional 
disapproval of the CFPB Pay Day Rule. 
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House Financial Services Committee 
Approves 15 Bills 
 
Key Point: 

 The Committee approved legislation dealing 
with Money Market Funds, the SIFI 
designation process, stress testing, portfolio 
lending, the Consolidated Audit Trail, and 
community bank regulation.  

 
On January 17-18, the House Financial Services 
Committee held a markup and approved fifteen 
financial services bills: 

 The Community Financial Institution 
Exemption Act (H.R. 1264), introduced 
by Representative Roger Williams (R-
TX), which would exempt insured 
depository institutions or credit unions 
with less than $50 billion in 
consolidated assets from all rules and 
regulations issued by the Consumer 
Financial Protection Bureau (CFPB). 
The Committee favorably reported 
H.R. 1264, as amended, by a vote of 
30-25. 

 The Federal Savings Association 
Charter Flexibility Act of 2017 (H.R. 
1426), introduced by Representative 
Keith Rothfus (R-PA), which would 
amend the Home Owners’ Loan Act to 
allow certain federal savings 
associations to operate with the same 
rights and privileges as a national banks 
supervised by the Office of the 
Comptroller of the Currency. The 
Committee favorably reported H.R. 
1426 by a vote of 55-0. 

 The Portfolio Lending and Mortgage 
Access Act (H.R. 2226), introduced by 
Representative Andy Barr (R-KY), 
which would amend the Truth in 
Lending Act (TILA) to allow certain 
mortgage loans that are originated and 
retained in portfolio by an insured 
depository institution or an insured 

credit union with less than $10 billion 
in total consolidated assets be 
considered as qualified mortgages. The 
Committee favorably reported H.R. 
2226, as amended, by a vote of 55-0. 

 The Housing Opportunities Made 
Easier Act (H.R. 2255), introduced by 
Representative Dave Trott (R-MI), 
which would amend the Truth in 
Lending Act to deem mortgage 
appraisal services donated by a fee 
appraiser to an organization that is 
eligible to receive tax-deductible 
charitable contributions to be 
“customary and reasonable” as required 
by the Dodd-Frank Act (DFA) Section 
1472. The Committee favorably 
reported H.R. 2255 by a vote of 55-0. 

 The Consumer Financial Choice and 
Capital Markets Protection Act of 2017 
(H.R. 2319), introduced by 
Representative Keith Rothfus (R-PA), 
which would reverse portions of the 
2014 Securities and Exchange 
Commission (SEC) rule on money 
market funds (MMFs) to allow retail or 
institutional MMFs to elect to use the 
stable Net Asset Value (NAV) 
approach to calculate price per share. 
The Committee favorably reported 
H.R. 2319, as amended, by a vote of 
34-21. 

 The Business of Insurance Regulatory 
Reform Act of 2017 (H.R. 3746), 
introduced by Representative Sean 
Duffy (R-WI), which would amend the 
Consumer Financial Protection Act of 
2010 to exempt from the CFPB’s 
enforcement persons engaged in the 
business of insurance and who are 
already regulated by a State insurance 
regulator. The Committee favorably 
reported H.R. 3746 by a vote of 37-18. 

 The Financial Stability Oversight 
Council Improvement Act of 2017 

http://www.williamsandjensen.com/
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(H.R. 4061), introduced by 
Representative Dennis Ross (R-FL), 
which would amend the Dodd-Frank 
Act to require the Financial Stability 
Oversight Council (FSOC), when 
determining whether to subject a U.S. 
or a foreign nonbank financial company 
to supervision by the Federal Reserve, 
to consider the appropriateness of 
imposing heightened prudential 
standards as opposed to other forms of 
regulation to mitigate identified risks to 
U.S. financial stability. The Committee 
favorably reported H.R. 4061 by a vote 
of 45-10. 

 The Alleviating Stress Test Burdens to 
Help Investors Act (H.R. 4566), 
introduced by Representative Bruce 
Poliquin (R-ME), which would exempt 
nonbank financial institutions that are 
not under supervision by the Federal 
Reserve from the Dodd-Frank Act’s 
stress testing requirements. The 
Committee favorably reported H.R. 
4566, as amended, by a vote of 47-8. 

 The Comprehensive Regulatory Review 
Act (H.R. 4607), introduced by 
Representative Barry Loudermilk (R-
GA), which would amend the 
Economic Growth and Regulatory 
Paperwork Reduction Act of 1996 
(EGRPRA) to require the Federal 
Financial Institutions Examination 
Council and each of the federal 
financial regulators to conduct, at least 
once every seven years, a 
comprehensive review of all regulations 
in order to identify outdated or 
otherwise unnecessary regulations and 
tailor other regulations. The Committee 
favorably reported H.R. 4607 by a vote 
of 38-17. 

 The Community Bank Reporting Relief 
Act (H.R. 4725), introduced by 
Representative Randy Hultgren (R-IL), 

which would amend the Federal 
Deposit Insurance Act to direct federal 
banking agencies to issue regulations 
that allow a reduced reporting 
requirement for depository institutions 
with $5 billion in consolidated assets or 
less, and that meet certain other criteria. 
The Committee favorably reported 
H.R. 4725 by a vote of 55-0. 

 The Mutual Fund Litigation Reform 
Act (H.R. 4738), introduced by 
Representative Tom Emmer (R-MN), 
which would amend section 36(b) of 
the Investment Company Act to 
provide that in derivative actions 
brought under the Act alleging a breach 
of fiduciary duty, the plaintiff must 
state with particularity all the facts 
establishing a breach of fiduciary duty 
and that the plaintiff must prove the 
breach of fiduciary duty to be clear and 
convincing evidence. The Committee 
favorably reported H.R. 4738 by a vote 
of 31-25. 

 The National Strategy for Combating 
the Financing of Transnational 
Criminal Organizations Act (H.R. 
4768), introduced by Representative 
David Kustoff (R-TN), which would 
require the President to develop a 
national strategy to combat the financial 
networks of transnational criminal 
organizations (TCOs) within one year 
and every two years thereafter. The 
Committee favorably reported H.R. 
4768, as amended, by a vote of 53-0. 

 The Small Bank Holding Company 
Relief Act of 2018 (H.R. 4771), 
introduced by Representative Mia Love 
(R-UT), which would direct the Federal 
Reserve to raise the threshold for its 
Small Bank Holding Company Policy 
Statement from $1 billion to $3 billion. 
The Committee favorably reported 
H.R. 4771 by a vote of 41-14. 
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 The American Customer Information 
Protection Act (H.R. 4785), introduced 
by Representative Bill Huizenga (R-
MI), which would prohibit the 
Consolidated Audit Trail (CAT) from 
accepting personally identifiable 
information (PII), except where such 
information would apply to large 
traders. The Committee favorably 
reported H.R. 4785 by a vote of 31-25. 

 The Small Business Access to Capital 
After a Natural Disaster Act (H.R. 
4792), introduced by Representative 
Nydia Velazquez (D-NY), which would 
amend the Securities Exchange Act of 
1934 to have the Securities and 
Exchange Commission’s Advocate for 
Small Business Capital Formation 
identify any unique challenges to small 
businesses in areas affected by 
hurricanes or other natural disasters 
when identifying problems that small 
businesses have with securing access to 
capital. The Committee favorably 
reported H.R. 4792 by a vote of 57-0. 

 
The Committee did not consider two bills 
which had previously been announced for the 
markup: 

 The Practice of Law Technical 
Clarification Act of 2017 (H.R. 4550), 
introduced by Representative Vincente 
Gonzalez (D-TX), which would amend 
the Fair Debt Collection Practices Act 
to exclude from the definition of “debt 
collector” any law firm or licensed 
attorney: (1) serving, filing, or 
conveying formal legal pleadings, 
discovery requests, or other documents 
pursuant to the applicable rules of civil 
procedure; or (2) communicating in, or 
at the direction of, a court of law or in 
depositions or settlement conferences, 
in connection with a pending legal 

action to collect a debt on behalf of a 
client. 

 The Volcker Rule Regulatory 
Harmonization Act (H.R. 4790), 
introduced by Representative French 
Hill (R-AR), which would amend 
Section 619 of the Dodd-Frank Act to 
streamline the regulatory authority over 
the Volcker Rule by granting the 
Federal Reserve the exclusive 
rulemaking authority and providing the 
primary federal banking agency for a 
banking entity the sole examination and 
enforcement authority. 

 
FHFA Releases Report and Letter on 
Housing Finance Reform 
 
Key Point: 

 The FHFA report outlined the regulator’s 
perspectives on housing finance reform, 
including a recommendation that the GSEs be 
shareholder-owned Secondary Market Entities, 
which would operate as utilities with regulated 
rates of return.  

 
On January 16, Federal Housing Finance 
Agency (FHFA) Director Mel Watt sent a letter 
and paper to the Senate Banking Committee 
outlining FHFA’s perspectives on housing 
finance reform topics. The document called for 
an end to the ongoing conservatorship of 
Fannie Mae and Freddie Mac and 
recommended that the housing finance system 
should “provide for a single government-
guaranteed mortgage-backed security that will 
improve the liquidity of the to-be-announced 
(TBA) market and promote a fair and 
competitive fund market for Secondary Market 
Entities (SMEs).”  
 
The report contended that shareholder-owned 
SMEs be established to operate as utilities with 
regulated overall rates of return and 
appropriate capital requirements. It also called 
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for a government guarantee on SME-issued 
mortgage-backed securities and the 
establishment of a mortgage insurance fund. 
The report recommended that the SMEs be 
obligated to utilize credit enhancement and 
credit risk transfer transactions when 
economically sensible. Other recommendations 
in the report include: requiring that the SMEs 
remain subject to affordability-oriented 
obligations; requiring the continued operation 
of the Common Securitization Platform (CSP) 
as a market utility owned by the SMEs and 
other secondary market participants; ensuring 
an independent regulator; and providing a 
stable transition to the new housing finance 
system. 
 
SEC Indicates Opposition to Allowing the 
Creation of Cryptocurrency Funds 
 
Key Point: 

 The Division of Investment Management 
stated that until questions related to valuation, 
liquidity, custody and arbitrage can be 
answered it is not appropriate to initiate 
registration of funds substantially invested in 
cryptocurrency. 

 
On January 18, the Securities and Exchange 
Commission’s (SEC) Division of Investment 
Management released a staff letter regarding 
the creation of registered funds holding 
cryptocurrencies and cryptocurrency-related 
products.  
 
In the letter to the Investment Company 
Institute (ICI) and the Securities Industry and 
Financial Markets Association (SIFMA), 
Division of Investment Management Director 
Dalia Blass stated that while the Division is 
open to engagement on these funds, “there are 
a number of significant investor protection 
issues that need to be examined before 
sponsors begin offering these funds to retail 
investors.” Blass went on to describe several 

areas in which the SEC has significant 
concerns: (1) valuation; (2) liquidity; (3) 
custody; (4) arbitrage; (5) potential 
manipulation and other risks. 
 
Blass concluded by stating:  
 

Until the questions identified 
above can be addressed 
satisfactorily, we do not believe 
that it is appropriate for fund 
sponsors to initiate registration of 
funds that intend to invest 
substantially in cryptocurrency and 
related products, and we have 
asked sponsors that have 
registration statements filed for 
such products to withdraw them. 

 
UPCOMING EVENTS 
 
January 23 
 
Technology Advisory Committee: The 
Committee Futures Trading Commission 
(CFTC) will hold a meeting of its Technology 
Advisory Committee (TAC). The agenda for 
the meeting includes: (1) the scope, plan, and 
approach for the Committee’s efforts in 2018; 
(2) exploring timely topics and issues involving 
financial technology in CFTC regulated 
markets, potentially including 
blockchain/DLT, data standardization and 
analytics, algorithmic trading, virtual currencies, 
cybersecurity, and RegTech; and (3) identifying 
work streams and/or subcommittee groups 
that can help generate actionable 
recommendations to the Commission on select 
issues.  
 
FDIC, Federal Reserve and FSOC 
Nominations Hearing: The Senate Banking 
Committee will hold a hearing on the 
nominations of: (1) Ms. Jelena McWilliams, to 
be a member of the Board of Directors of the 
Federal Deposit Insurance Corporation; (2) Dr. 
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Marvin Goodfriend, to be a Member of the 
Board of Governors of the Federal Reserve 
System; and (3) Mr. Thomas Workman, to be a 
Member of the Financial Stability Oversight 
Council with insurance expertise. 
 
January 25 
 
CFIUS: The Senate Banking Committee will 
hold a hearing entitled “CFIUS Reform: 
Administration Perspectives on the Essential 
Elements.” The witnesses at the hearing will be 
the Honorable Heath Tarbert, Assistant 
Secretary of the Treasury for International 
Markets and Investment Policy; the Honorable 
Richard Ashooh, Assistant Secretary of 
Commerce for Export Administration; and Mr. 
Eric Chewning, Deputy Assistant Secretary of 
Defense for Manufacturing and Industrial Base 
Policy (MIBP). 
 
January 31 
 
Market Risk Advisory Committee: The 
Committee Futures Trading Commission 
(CFTC) will hold a meeting of its Market Risk 
Advisory Committee (MRAC). The Committee 
will consider the process of self-certification of 
new products and operational rules by 
Designated Contract Markets (DCMs) under 
the Commodity Exchange Act (CEA) and 
CFTC regulations. 
 
February 20 
 
Covered Agreement: The National 
Association of Insurance Commissioners 
(NAIC) will hold a public hearing to address 
the reinsurance collateral provisions of Article 
3 of the Covered Agreement. 
 
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. 
 

DEFENSE 
 
New National Defense Strategy Released 
 
Key Point: 

 The DOD redefines its strategy in 
coordination with the Administration’s 
National Security Strategy in what it sees as 
an increasingly dangerous world. 

 
On January 19, the Department of Defense 
(DOD) released an unclassified summary of the 
new “National Defense Strategy” that 
“articulates [the DOD’s] strategy to compete, 
deter, and win” in what it describes as “a 
security environment more complex and 
volatile than any we have experienced in recent 
memory.” The National Defense Strategy 
follows the Trump Administration’s National 
Security Strategy released last month and 
precedes the Quadrennial Defense Review 
(QDR) due this year. Typically, the DOD pairs 
its National Defense Strategy with the QDR. 
 
The DOD claimed that “[w]e are emerging 
from a period of strategic atrophy, aware that 
our competitive military advantage has been 
eroding.” The DOD stated that “[w]e are 
facing increased global disorder, characterized 
by decline in the long-standing rules-based 
international order—creating a security 
environment more complex and volatile than 
any we have experienced in recent memory.” 
The DOD asserted that “[i]nter-state strategic 
competition, not terrorism, is now the primary 
concern in U.S. national security.” 
 
The DOD stated that “China is a strategic 
competitor using predatory economics to 
intimidate its neighbors while militarizing 
features in the South China Sea.” The DOD 
asserted that “Russia has violated the borders 
of nearby nations and pursues veto power over 
the economic, diplomatic, and security 
decisions of its neighbors.” The DOD asserted 
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that “North Korea’s outlaw actions and 
reckless rhetoric continue despite United 
Nation’s censure and sanctions.” The DOD 
stated that “Iran continues to sow violence and 
remains the most significant challenge to 
Middle East stability…[and] [d]espite the defeat 
of the Islamic State of Iraq and Syria’s physical 
caliphate, threats to stability remain as terrorist 
groups with long reach continue to murder the 
innocent and threaten peace more broadly.” 
 
The DOD stated that “[t]his increasingly 
complex security environment is defined by 
rapid technological change, challenges from 
adversaries in every operating domain, and the 
impact on current readiness from the longest 
continuous stretch of armed conflict in our 
Nation’s history.” The DOD stated that “[i]n 
this environment, there can be no 
complacency—we must make difficult choices 
and prioritize what is most important to field a 
lethal, resilient, and rapidly adapting Joint 
Force. America’s military has no preordained 
right to victory on the battlefield.” 
 
The DOD identified its “[d]efense objectives” 
as: 

 Defending the homeland from attack; 

 Sustaining Joint Force military 
advantages, both globally and in key 
regions; 

 Deterring adversaries from aggression 
against our vital interests; 

 Enabling U.S. interagency counterparts 
to advance U.S. influence and interests; 

 Maintaining favorable regional balances 
of power in the Indo-Pacific, Europe, 
the Middle East, and the Western 
Hemisphere; 

 Defending allies from military 
aggression and bolstering partners 
against coercion, and fairly sharing 
responsibilities for common defense; 

 Dissuading, preventing, or deterring 
state adversaries and non-state actors 

from acquiring, proliferating, or using 
weapons of mass destruction; 

 Preventing terrorists from directing or 
supporting external operations against 
the United States homeland and our 
citizens, allies, and partners overseas; 

 Ensuring common domains remain 
open and free; 

 Continuously delivering performance 
with affordability and speed as we 
change Departmental mindset, culture, 
and management systems; and 

 Establishing an unmatched twenty-first 
century National Security Innovation 
Base that effectively supports 
Department operations and sustains 
security and solvency 

 
The DOD stated that “[a] long-term strategic 
competition requires the seamless integration 
of multiple elements of national power—
diplomacy, information, economics, finance, 
intelligence, law enforcement, and military.” 
The DOD stated that “[m]ore than any other 
nation, America can expand the competitive 
space, seizing the initiative to challenge our 
competitors where we possess advantages and 
they lack strength.” The DOD stated that “[a] 
more lethal force, strong alliances and 
partnerships, American technological 
innovation, and a culture of performance will 
generate decisive and sustained U.S. military 
advantages.” 
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH  
 
Senate Finance Approves HHS Secretary  
 
Key Points: 

 The Senate Finance Committee favorably 
reported the nomination of Alex Azar to be 
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Secretary of the Department of Health and 
Human Services 15-12.  

 The nomination now goes to the full Senate for 
confirmation.  

 
On January 17, the Senate Finance Committee 
favorably reported the nomination of Alex 
Azar to be Secretary of the Department of 
Health and Human Services (HHS) by roll call 
vote of 15-12. Senator Tom Carper (D-DE) 
was the only Democrat to vote in favor of the 
nominee. Azar will now go before the full 
Senate for confirmation.  
 
Chairman Orrin Hatch (R-UT) praised Azar’s 
years of experience, expertise, and sound 
judgement. He also contended Azar answered 
all the Committee’s questions fully and 
honestly. Ranking Member Ron Wyden (D-
OR) reiterated his concerns about the 
nomination and the Administration’s priorities 
in health care. He asserted the Administration 
continues to offer policies that sabotage the 
health insurance market. Wyden expressed 
doubt about Azar’s ability to address 
prescription drug prices. 
 
Senate Homeland Release Report on the 
Opioid Epidemic, Holds Hearing 
 
Key Points: 

 The Senate Homeland Security and 
Governmental Affairs Committee released a 
staff report entitled “Drugs for Dollars: How 
Medicaid Helps Fuel the Opioid Epidemic” 
examining how Medicaid expansion may have 
contributed to the opioid epidemic.  

 The Committee also held a hearing to discuss 
the report’s findings and potential solutions.  

 
On January 17, the Senate Homeland Security 
and Governmental Affairs Committee released 
a report entitled “Drugs for Dollars: How 
Medicaid Helps Fuel the Opioid Epidemic” 
which reviewed of Medicaid fraud and the 

Medicaid program may have contributed to the 
opioid epidemic. It asserted Medicaid has 
established a series of incentives that make it 
profitable to abuse and sell dangerous drugs.  
 
The Committee identified at least 1,072 people 
who have been convicted or charged since 
2010 for improperly using Medicaid to obtain 
prescription opioids and noted the number of 
defendants increased 18 percent in the four 
years after Medicaid expanded. The report also 
found drug overdose deaths per one million 
people are rising nearly twice as fast in 
expansion states than non-expansion states.  
 
The Committee also held a hearing the same 
day to discuss the report’s findings. Chairman 
Ron Johnson (R-WI) acknowledged there are 
many causes to the opioid epidemic but 
stressed it is important to recognize how 
federal spending appears to be one of these 
contributing causes. He emphasize federal 
programs like Medicaid often create incentives 
for fraud and abuse. Senator Gary Peters (D-
MI) stressed Medicaid has been an important 
tool to combat the opioid crisis as it has 
allowed greater access to treatment for those 
with substance use disorders. Topics discussed 
at the hearing included reimbursement; 
overprescribing and the role of providers; 
diversion of opioids and medication assisted 
treatments; and the treatment of chronic pain.  
 
Upcoming Hearings and Meetings 
 
January 22 
 
Medicare Advantage: The Alliance for 
Community Health Plans will hold a briefing 
on “The Value of Medicare Advantage.” 
 
January 23 
 
Public Health: The Senate Health, Education, 
Labor and Pensions Committee will hold a 
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hearing on “Facing 21st Century Public Health 
Threats: Our Nation's Preparedness and 
Response Capabilities, Part 2.” 
 
January 24 
 
Antibiotic Resistance: The Presidential 
Advisory Council on Combating Antibiotic-
Resistant Bacteria will hold a meeting to discuss 
the topic of antibiotic stewardship in food and 
companion animals. 
 
January 25 
 
Opioids: The Senate Homeland Security and 
Governmental Affairs Committee will hold a 
hearing entitled “Combatting the Opioid Crisis: 
Exploiting Vulnerabilities in International 
Mail.” 
 
For more information about healthcare issues you may 
email or call Nicole Ruzinski Bertsch or George Olsen 
at 202-659-8201.  
 
TRANSPORTATION AND 
INFRASTRUCTURE 
 
Infrastructure Package Principles May Be 
Released After SOTU 
 
Key Point: 

 Leaks have provided further details about the 
Administration’s infrastructure principles. 

 
This week, the White House leaked more 
details about its proposed infrastructure 
package. The $200 billion in federal funds 
would be distributed in four tranches over ten 
years: 1) $100 billion for cost-sharing projects; 
2) $50 billion for rural projects; 3) $25 billion 
for existing loan programs; and 4) $25 billion 
for a new category of projects, reportedly being 
called “American Spirit” projects. Additionally, 
President Donald Trump and an unnamed 
White House official are now claiming that 

using $200 billion in federal funds could 
generate as much $1.85 trillion in infrastructure 
investment. The Administration has long 
envisioned state, municipal, and private funds 
making up the bulk of any infrastructure 
package. Nonetheless, reports indicate that the 
Administration may not finalize their proposal 
before the President’s January 30 State of the 
Union Address. However, it is possible that 
Trump could reference this proposal in his 
speech. 
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201.  
 
TECHNOLOGY 
 
Senate Passes FISA Reauthorization 
 
Key Point: 

 A full reauthorization of soon-to-expire Title 
VII authorities to surveil outside the U.S. is 
sent to the White House. 

 
This week, the Senate passed a six-year 
reauthorization of certain surveillance 
authorities in the “FISA Amendments 
Reauthorization Act of 2017” (S. 139), meaning 
the bill now goes to the White House. These 
authorities were set to expire on January 19, 
that would allow the Intelligence Community 
to surveil non-U.S. persons outside the U.S. 
under Title VII of the Foreign Intelligence 
Surveillance Act (FISA). The House passed the 
package by a 256-164 vote last week, and this 
week the Senate followed suit in a 65-34 vote. 
 
In its summary, the House Intelligence 
Committee explained the salient provisions of 
S. 139: 

 Section 702 of the Foreign Intelligence 
Surveillance Act (FISA) is a critical 
foreign intelligence collection tool that 
sunsets on January 19, 2018. This 
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amendment will reauthorize the 
authority for six years. 

 This amendment preserves Section 
702’s operational flexibility while 
making key privacy enhancements such 
as: 

o Requiring specific query 
procedures—separate from 
existing minimization 
procedures—which must be 
annually approved by the 
Foreign Intelligence 
Surveillance Court (FISC); 

o Adding a probable cause-based 
order requirement for the FBI 
to view Section 702 content 
that was responsive to a 
criminal investigative query on a 
U.S. person not related to 
national security; 

o Requiring the Inspector 
General of the Department of 
Justice to review the FBI’s 
Section 702 query practices, 
including the implementation 
and interpretation of the FBI’s 
query procedures; 

o Restricting the use of Section 
702 information against U.S. 
people in criminal cases to cases 
related to national security or 
severe crimes such as murder 
and kidnapping; 

o Temporarily ending the NSA’s 
Section 702 “abouts” collection 
until the government develops 
new procedures, gains FISC 
approval for them, and briefs 
the congressional intelligence 
and judiciary committees; 

o Enhancing the Privacy and Civil 
Liberties Oversight Board; and 

o Adding several new 
transparency requirements 

related to various FISA 
provisions. 

 
IOT Hearing 
 
Key Point: 

 As part of its series of hearings on technology, 
a subcommittee looks at industrial uses of 
IOT. 

 
On January 18, the House Energy and 
Commerce Committee’s Digital Commerce and 
Consumer Protection Subcommittee held a 
hearing entitled “Disrupter Series: The Internet 
of Things, Manufacturing and Innovation”. 
Topics discussed included, but were not limited 
to: (1) Possibilities of IOT Manufacturing; (2) 
Cybersecurity; (3) IOT Effect on Workers; (4) 
IOT Implementation; (5) Research Funding; 
and (6) Blockchain.  
 
Chairman Bob Latta (R-OH) stated that the 
Internet of Things (IOT) is an interconnected 
network of physical objects embedded with 
sensors and communications devices that 
exchange information. He asserted that IOT 
can improve productivity and increase response 
times, drive down costs, and benefit 
consumers. He said that IOT is making 
American manufacturing more competitive, 
and innovation is improving the lives of 
Americans. He stated that the ability of devices 
to communicate with other devices is 
revolutionizing industrial practices in the U.S. 
and abroad. He said that the expansion of 
smart-industrial processes will continue to 
create historic changes in how American 
companies build and deliver products. He 
stated that more efficient factories mean that 
consumers will have more choices for the 
goods they purchase, while being able to obtain 
them at lower cost. He noted that cybersecurity 
issues will remain an ever-present concern for 
any internet connected service, and the IOT is 
no different. He added that constant vigilance 
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and improved coordination will be required to 
ensure that bad actors do not take advantage of 
weaknesses in information technology (IT) 
security policies. 
 
Ranking Member Jan Schakowsky (D-IL) 
stated that the IOT has tremendous potential 
to revolutionize manufacturing in the U.S. She 
said it is important to educate and train a new 
workforce that can utilize IOT and smart-
manufacturing, because it requires a different 
skill set from previous production-line jobs. 
She stated that some advances in 
manufacturing stem from research funded by 
the federal government. She noted that 
President Donald Trump’s FY 2018 budget 
proposes to eliminate funding for 
manufacturing institutes. She asserted that the 
U.S. can only lead in research if the federal 
government invests in research.  
 
Owens-Illinois Vice President Rodney Masney 
stated that his company, Owens-Illinois, is the 
world’s largest manufacturer of glass containers 
serving globally recognized brands. He said that 
while the glassmaking process is highly 
automated, the industry is poised for the next 
step change, which will come from the factory 
becoming increasingly connected with IOT 
technologies throughout the end-to-end 
processes. He stated that the information 
collected through IOT technology will be used 
to transform the “craft” of glassmaking to that 
of a data driven science, which will enhance the 
competitive position of glass in the global 
packaging industry. He said Owens-Illinois is 
on an IOT journey, which will transform its 
manufacturing process and “add value to the 
products and services that we sell our 
customers.” He noted that he has a few 
concerns regarding the successful deployment 
and sustainability of IOT, such as: (1) the cost 
to achieve a full deployment of IOT 
throughout an enterprise can be quite daunting; 
(2) protecting against cybersecurity risks will 

become more critical while manufacturers 
deploy IOT in facilities; and (3) data scientists 
are in short supply and high demand and 
transformation of the work force becomes 
more critical. He concluded that Congress 
should consider three actions to help foster the 
growth of IOT technology: (1) assist 
manufacturers in making IOT technologies 
more affordable by encouraging research and 
investment in these capabilities or in programs 
which encourage manufacturing companies to 
deploy IOT solutions; (2) support programs or 
resources that address cybersecurity in US 
businesses; and (3) encourage more research in 
the IOT data science discipline and seek ways 
to encourage a supporting pipeline of skilled 
workers through universities and 
manufacturing related technical schools. 
 
VMware Chief Operating Officer Sanjay 
Poonen stated that that VMware is a leading 
provider of software-defined solutions that 
increase the operational efficiency and security 
of data centers within the federal government 
and across the globe. He said the U.S. 
government is dependent on a vast cyber-world 
of interconnected information technology (IT) 
networks, data centers, the cloud, mobile 
platforms, and other assets. He asserted that 
the widespread adoption and use of cyber 
systems has immeasurably benefitted the 
country through increased government 
responsiveness, agency effectiveness, worker 
productivity, and a host of other economic 
efficiencies and returns. He stated that because 
the U.S. requires cyber infrastructure to 
perform the modern-day functions of 
government, sophisticated and aggressive 
cyberattacks perpetrated by criminal entities 
and foreign government agencies represent a 
clear and persistent national security threat to 
the U.S. government. He noted that while IOT 
offers exciting opportunities for manufacturers, 
it also presents some challenges relating to 
cybersecurity. He asserted that cybersecurity 
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will no doubt be a significant priority with all 
the connectivity and varying pieces of smart 
equipment on productions lines in a 
manufacturing plant. He concluded that he 
believes that it makes sense for the relevant 
federal agencies to work closely with industry 
stakeholders in order to develop a set of 
standards and principles for IOT security.  
 
Federal Cybersecurity Hearing 
 
Key Point: 

 In an oversight hearing, a key tool of DHS’ 
civilian cybersecurity efforts is evaluated. 

 
On January 17, the House Homeland Security 
Committee’s Cybersecurity and Infrastructure 
Protection Subcommittee held a hearing on 
“CDM, The Future of Federal Cybersecurity?” 
Topics discussed included but were not limited 
to: (1) CDM Implementation and Shortfalls; (2) 
the Skills Gap; (3) CDM Training; and (4) Can 
CDM Evolve with Technology? 
 
Chairman John Ratcliffe (R-TX) stated that the 
Continuous Diagnostics and Mitigation 
program’s (CDM) mission is to monitor and 
assess the vulnerabilities and threats to 
networks and systems in real time. He said the 
program is aimed at determining who or what 
is on federal networks so that the government 
can achieve true visibility into the federal 
government’s digital ecosystem. He stated that 
Phase One of CDM is to provide visibility into 
federal networks to determine what hardware 
and software was on the systems an agency or 
department was running, taking stock of 
internet connected assets. He noted that as the 
Department of Homeland Security (DHS) 
moved through Phase One, they found an 
incredible number of devices connected to 
networks that agencies were not previously 
aware of. He said outdated technology is a 
barrier to a federal government serving its 
people in a digital world, and it also raises 

serious cybersecurity risks for every agency and 
department. He added that updating secure 
government networks needs to happen at the 
pace of technology, not at the pace of 
bureaucracy. He asserted that the rapidly 
evolving landscape of cyber threats means the 
government must change its processes to 
ensure that the government is not gathering 
more data than it can really protect.  
 
Ranking Member Cedric Richmond (D-LA) 
stated that DHS works to protect federal 
networks by administering two signature 
programs, EINSTEIN and CDM. He said 
these programs work in tandem to keep out 
unauthorized traffic and provide ongoing 
monitoring and mitigation of cyber risks. He 
noted that CDM was initially envisioned to 
provide each agency with the information and 
tools necessary to protect their networks by 
identifying the assets on the agency’s network 
that requires protection, bolstering access 
controls to various elements of an agency’s 
network, and improving situational awareness 
of activities on an agency’s network. He said 
the implementation of CDM has been slower 
than DHS originally anticipated. He stated that 
the size and scope of the task, confusion about 
whether DHS or a customer agency was 
responsible for paying CDM expenses, and 
technology gaps in the commercial market have 
collectively slowed the process. He noted that 
20 agencies currently have their internal 
dashboards up and running, two agencies have 
connected to the federal dashboard, and DHS 
expects that in February of 2018 all 24 of its 
targeted agencies will be connected to the 
federal dashboard.   
 
RSA Archer Public Sector Director Dan 
Carayiannis stated that RSA Archer is the 
commercial off-the-shelf software solution 
chosen for the CDM dashboard. He said RSA 
Archer is a flexible, browser-based, scalable, 
easily deployed, and integrated within a 
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comprehensive dashboard architecture which 
meets current and future DHS requirements. 
He proposed that DHS should retain ongoing 
control of the dashboard, because it is both a 
strategic executive risk-management 
visualization tool and an agency operational 
tool. He asserted that standardization across 
the government is critical to program success, 
and having DHS be responsible for managing 
cybersecurity risk across the civilian 
government is key. He added that DHS should 
continue to facilitate a shared-vision approach 
for program success, and continue dialogue 
among DHS, RSA, and dashboard end group 
contractors. He said CDM initiative should 
pursue ongoing training. He concluded that the 
committee should continue to support the 
CDM program and ensure that DHS has the 
necessary funding and authority to carry out 
CDM.  
 
CGI Federal Senior Vice President Gregg 
Mossburg stated that studies have shown that 
“cyber hygiene,” including asset management, 
scanning, patching, and proper configuration 
controls, can stop up to 85 percent of cyber-
attacks. He said at the completion of Phase 
One of CDM every device in the federal 
government will have a device record allowing 
for increased visibility and management. He 
stated that data from all CDM phases is 
channeled to agency level dashboards for 
display and action. He said information from 
agency dashboards is aggregated into a federal 
dashboard to provide a government-wide view 
of how agencies are performing and to identify 
the areas of greatest risk.  
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201. Cullen 
Neely contributed to the articles.  

 
 
 
 

TRADE 
 
Uranium Mining Companies File Section 
232 Petition 
 
Key Point: 

 Uranium companies have requested that the 

Department of Commerce initiate an 

investigation into the national security effects of 

uranium imports. 

 
Two U.S. uranium mining companies requested 
the Department of Commerce initiate an 
investigation, alleging foreign subsidies have 
damaged the U.S.’s ability to produce nuclear 
materials. The companies assert that uranium 
production is vital for both the military and 
electrical grid stability. Industry sources have 
said the petition has a stronger foundation than 
the previous steel and aluminum 232 
investigations. Only 11 percent of uranium 
delivered to U.S. nuclear reactors in 2016 was 
produced domestically. According to the 
petition, because the U.S. is “precluded by [the 
Treaty on Non-Proliferation of Nuclear 
Weapons] from using foreign-sourced uranium 
to produce nuclear weapons and fuel for Navy 
reactors, it must be able to mine domestically 
the material it needs for defense purposes.” 
The petitioners are calling for a quota on 
uranium imports that would reserve 25 percent 
of the domestic nuclear market for U.S. 
uranium production and a mandate that the 
government only purchase U.S.-sourced 
uranium. 
 
Senator Scott Places Hold on USTR 
Nominees 
 
Key Point: 

 During a nomination hearing on 

Wednesday, Senator Tim Scott (R-SC) 

said he has placed holds on USTR 

nominees because U.S. Trade 
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Representative (USTR) Robert 

Lighthizer has not answered his questions 

on a “trade-related” issue. 

 
During a Senate Finance Committee 
nomination hearing for C. J. Mahoney (Deputy 
USTR for Investment, Services, Labor, 
Environment, Africa, China and Western 
Hemisphere) and Dennis Shea (Ambassador to 
the World Trade Organization), Senator Tim 
Scott (R-SC) called for increased 
communication and transparency from USTR. 
A USTR official said Senator Scott and USTR 
Lighthizer met after the hearing, though 
Senator Scott has not announced if he will lift 
the holds. At the same hearing, Senator Ron 
Wyden (D-OR) confirmed that Mahoney 
would be the USTR’s Chief Transparency 
Officer.  
 
Negotiators Extend Sixth Round of 
NAFTA Negotiations 
 
Key Point: 

 The sixth round of NAFTA negotiations are 

now scheduled for January 21-29, instead of 

the previously scheduled January 23-28.  

 
Negotiators have changed the schedule for the 
Montreal talks, with a significant amount of 
time dedicated to contentious issues. Auto rules 
of origin will be discussed for three days and 
environment and labor standards will be 
discussed for two days. Agricultural discussions 
will occur throughout the round. It should be 
noted that currency is not on the official 
schedule. 
 
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 Ryan Schnepp.  
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