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TAX 
 
House Ways and Means Committee 
Approves Slate of Health Care Bills  
  
Key Points: 

 House Ways and Means Committee passed 
11 measures that include several bills which 
aim to expand Health Savings Accounts.  

 The Committee favorably reported bills that 
would delay the Cadillac tax until 2023, 
increase the annual HSA contribution limits 
to HSAs, allow the ACA premium tax 
credit to be used for health plans not offered on 
the individual exchanges, carryforward the  

 
 
 

healthcare flexible spending amounts, among other 
healthcare related items. 

 
 

 
This Week in Congress 
 

House – The House passed H.R. 5793, the Housing Choice Voucher Mobility 
Demonstration Act; H.R. 5749 the Options Markets Stability Act; H.R. 200, 
Strengthening Fishing Communities and Increasing Flexibility in Fisheries 
Management Act; H.R. 3281, Reclamation Title Transfer and Non-Federal 
Infrastructure Incentivization Act; H.R. 6237, Matthew Young Pollard 
Intelligence Authorization Act for Fiscal Years 2018 and 2019; and H.R. 50, 
Unfunded Mandates Information and Transparency Act. 

 
Senate – The Senate confirmed Mark Jeremy Bennett, to be United States Circuit 
Judge for the Ninth Circuit; Brian Allen Benczkowski to be an Assistant Attorney 
General and Paul C. Ney, Jr. to be General Counsel, Department of Defense. 

 
Next Week in Congress 
 

House – The House may consider H.R. 6147, the Interior, Environment, Financial 
Services, and General Government Appropriations Act, 2019. 

 
Senate – The Senate will resume consideration of the nomination of Scott Stump to 
be Assistant Secretary for Career, Technical, and Adult Education, Department of 
Education; Randal Quarles to be a Member of the Board of Governors of the 
Federal Reserve; Andrew S. Oldham to be United States Circuit Judge for the Fifth 
Circuit; and Ryan Wesley Bounds to be United States Circuit Judge for the Ninth 
Circuit. 
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The House Ways and Means Committee 
completed a two-day markup this week, passing 
several measures related to health savings 
accounts and flexible spending accounts.  
According to Chairman Kevin Brady (R-TX), 
the proposed bills would “advance policies that 
expand Health Savings Accounts (HSA) and 
also allow for individuals to have an off-ramp 
from Obamacare’s rising premiums by allowing 
more choice and financial assistance both on 
and off government-sponsored exchanges.” In 
addition, Brady added that the reforms “will 
preserve the structural integrity of the 
consumer-directed approach, allowing them to 
continue offering lower premiums and bending 
the cost curve.” 
 
The Committee passed H.R. 4616 that would 
further delay the Affordable Care Act’s tax on 
expensive employer-provided health insurance 
– known as the “Cadillac” tax – until 2023. 
Additionally, the Committee favorably reported 
H.R. 6306 that would increase the annual 
contribution limits to HSAs and would cost 
nearly $10.9 billion over ten years. H.R. 6311, 
the Increasing Access to Lower Premium Plans 
Act of 2018, passed the Committee and would 
allow the ACA premium tax credit to be used 
for health plans not offered on the individual 
exchanges. H.R. 6313 would carryforward the 
healthcare flexible spending accounts but puts a 
limit on the salary amount that can be 
contributed in a year for years where funds are 
carried over.   
 
The Committee also passed a bill rolling back a 
provision in the Affordable Care Act that 
prohibited HSAs and FSAs from being used to 
pay for over-the-counter medical products 
without a prescription. The bill, co-sponsored 
by Representatives Lynn Jenkins (R-KS) and 
Grace Meng (D-NY), also adds feminine or 
“menstrual care” products to the list of 
qualified medical expenses for the purposes of 
these tax-favored health accounts. That bill 

passed by a 24 to 10 margin.  Other passed bills 
include H.R. 6314 that would treat bronze and 
catastrophic health plans as high-deductible 
plans eligible to be paired with an HSA; and 
H.R. 6312 that would expand HSAs to allow 
buying gym memberships and other fitness-
related items.  
  
Tax Technical Corrections Could Be 
Considered After November Elections 
  
Key Point: 

 House Speaker Paul Ryan (R-WI) and 
House Ways and Means Committee 
Chairman Kevin Brady said that a technical 
corrections tax bill will be separate from the 
“phase 2” tax bill and will not be considered 
until after the November midterm elections. 

 
In remarks this week at the Economic Club of 
Washington on Thursday, House Speaker Paul 
Ryan (R-WI) said that he expects lawmakers to 
release a bill to make fixes to the Tax Cuts and 
Jobs Act (TCJA) law following November’s 
midterm elections.  According to Speaker Ryan, 
“We’re compiling those issues, typically on the 
international side, and then we intend to put 
together a technical correction bill at the end of 
the year.”  Ryan said a tax corrections bill will 
have to wait until the year’s end because 
Democrats would be unlikely to support such a 
measure before the midterms. Any technical 
corrections bill would need support from 
Senate Democrats to pass, which could be 
challenging to secure given that no Democrats 
voted for the 2017 tax law. 
 
House Ways and Means Chairman Kevin Brady 
agreed with Speaker Ryan’s assessment and 
added that he hopes Democrats participate in 
the process because the fixes will benefits their 
constituents as well. Representative John 
Larson (D-CT), a member of the Ways and 
Means Committee, explained that if 
Republicans are open to working with 
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Democrats, “I think we would definitely be 
open to that, but to have something jammed 
down our throat again, especially when there’s 
the vast potential that we’re going to be in the 
majority.” The technical corrections bill will be 
separate from the “phase 2” tax bill that 
Republicans have said will be released in early 
August.  
 
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 
 
House Financial Services Committee 
Approves Eight Securities Bills 
 
Key Point: 
 The Committee approved eight bipartisan bills 

intended to spur capital formation and reduce 
regulation.  

 
On July 11, the House Financial Services 
Committee held a markup and approved eight 
bipartisan financial services bills by voice vote. 
Committee Chairman Jeb Hensarling (R-TX) 
intends to put together a package of securities 
related bills that the House is likely to consider, 
so these bills could be candidates for inclusion 
in such a package.  
 
The bills considered by the Committee 
included: 
 The Exchange Regulatory 

Improvement Act (H.R. 3555), 
introduced by Representative Barry 
Loudermilk (R-GA), which would 
require the Securities and Exchange 
Commission (SEC) to set forth the 
facts and circumstances it considers in 
determining what is or is not a facility 
of an exchange and to apply those in 
determining whether any proposed rule 

by a national securities exchange is or is 
not required to be submitted as a 
proposed rule filing. The Committee 
favorably reported H.R. 3555, as 
amended, by voice vote. 

 The Developing and Empowering Our 
Aspiring Leaders Act (H.R. 6177), 
introduced by Representative Trey 
Hollingsworth (R-IN), which would 
require the SEC to revise the definition 
of a qualifying investment to include 
equity securities acquired in a secondary 
transaction. The Committee favorably 
reported H.R. 6177, as amended, by a 
voice vote. 

 The Expanding Investment in Small 
Businesses Act (H.R. 6319), introduced 
by Representative Randy Hultgren (R-
IL), which would require the SEC to 
study the current diversified fund limit 
threshold for mutual funds of 10 
percent of the voting shares in an 
individual company and determine 
whether such threshold limits capital 
formation. The Committee favorably 
reported H.R. 6319 by a voice vote. 

 The Promoting Transparent Standards 
for Corporate Insiders Act (H.R. 6320), 
introduced by Ranking Member Maxine 
Waters (D-CA), which would require 
the SEC to carry out a study of whether 
Rule 10b5-1 should be amended and, if 
so, to amend Rule 10b5-1, subject to 
notice and comment, in a manner 
consistent with the results of such 
study. The Committee favorably 
reported H.R. 6320 by a voice vote. 

 The Investment Adviser Regulatory 
Flexibility Improvement Act (H.R. 
6321), introduced by Representative 
Gwen Moore (D-WI), which would 
require the SEC to revise the 
definitions of a “small business” and 
“small organization” for purposes of 
assessing the impact of the SEC’s 
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rulemakings under the Investment 
Advisers Act of 1940. The Committee 
favorably reported H.R. 6321 by a voice 
vote. 

 The Middle Market IPO Underwriting 
Cost Act (H.R. 6324), introduced by 
Representative James Himes (D-CT), 
which would require the SEC, in 
consultation with the Financial Industry 
Regulatory Authority (FINRA), to 
study the direct and indirect 
underwriting fees, including gross 
spreads and pricing practices, for mid-
sized Initial Public Offerings and to 
report to Congress with its findings and 
recommendations. The Committee 
favorably reported H.R. 6324, as 
amended, by voice vote. 

 The National Senior Investor Initiative 
Act of 2018 (H.R. 6323), introduced by 
Representative Josh Gottheimer (D-
NJ), which would create an 
interdivisional task force at the SEC, 
composed of staff from the Division of 
Enforcement, Office of Compliance, 
Inspections and Examinations, and 
Office of Investor Education and 
Advocacy, to examine and identify 
challenges facing senior investors. The 
Committee favorably reported H.R. 
6323, as amended, by voice vote. 

 The Enhancing Multi-Class Stock 
Disclosures Act (H.R. 6322), 
introduced by Representative Gregory 
Meeks (D-NY), which would amend 
the Securities Exchange Act of 1934 to 
require issuers with multi-class stock 
structures to make certain disclosures in 
any proxy or consent solicitation 
material with respect to each person 
who is a director or executive officer of 
the issuer or who, directly or indirectly, 
holds five percent or more of the total 
combined voting power of all classes of 
stock entitled to vote in the election of 

directors. The Committee favorably 
reported H.R. 6322, as amended, by 
voice vote. 

 
Chairman Jeb Hensarling (R-TX) stressed the 
need to help companies go public and stay 
public. He said China now has one third of 
global IPOs, while the U.S. is down to 11 
percent. He raised concerns with involuntary 
technology transfer by China, pointing to the 
Committee on Foreign Investment in the 
United States (CFIUS) reform legislation 
passed by the Committee. He stated that he is 
working to put together a strong bipartisan 
package of securities bills which could be taken 
up by the Senate.  
 
Ranking Member Maxine Waters (D-CA) noted 
the six Democratic bills included in the markup 
agenda. She noted that she introduced the 
Promoting Transparent Standards for 
Corporate Insiders Act, which would require 
the SEC to conduct a study and consider 
whether to amend anti-fraud provisions to 
combat insider trading. She urged the 
Chairman to include common sense, bipartisan 
measures in the securities bill package (“JOBS 
Act 3.0”). She emphasized that the benefits of 
the bill must extend to small businesses.  
 
House Passes Eight Financial Services 
Bills 
 
Key Point: 
 The House passed legislation dealing with 

international insurance standards, housing 
vouchers, options, venture exchanges, housing 
disclosures, and reducing SEC regulatory 
burdens. 
 

On July 10, the House passed eight bills which 
were previously approved by the House 
Financial Services Committee with bipartisan 
support: 
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 The Larry Doby Congressional Gold 
Medal Act (H.R. 1861), introduced by 
Representative James Renacci (R-OH), 
which would direct the Speaker of the 
House of Representatives and the 
President pro tempore of the Senate to 
arrange for the presentation of a 
Congressional Gold Medal in honor of 
Larry Doby in recognition of his 
achievements and contributions to 
American major league athletics, civil 
rights, and the Armed Forces during 
World War II. The bill passed by voice 
vote. 

 The International Insurance Standards 
Act of 2017 (H.R. 4537), introduced by 
Representative Sean Duffy (R-WI), 
which would prohibit federal 
government representatives from 
agreeing to any international insurance 
standard unless it is consistent with the 
U.S. state-based system of regulations. 
It would also include changes to the 
current process for covered 
agreements. The bill passed by voice 
vote.  

 The Housing Choice Voucher Mobility 
Demonstration Act of 2018 (H.R. 
5793), introduced by Representative 
Sean Duffy (R-WI), which would 
authorize the Secretary of Housing and 
Urban Development to carry out a 
housing choice voucher mobility 
demonstration to encourage families 
receiving such voucher assistance to 
move to lower-poverty areas and 
expand access to opportunity areas. 
The bill passed the House by a vote 
368-19. 

 The Options Markets Stability Act 
(H.R. 5749), introduced by 
Representative Randy Hultgren (R-IL), 
which would require the prudential 
regulators to implement a risk-adjusted 
approach to value centrally-cleared 

exchange-listed derivatives as it relates 
to capital rules. The bill passed the 
House by a vote of 385-0. 

 The Main Street Growth Act (H.R. 
5877), introduced by Representative 
Tom Emmer (R-MN), which would 
allow for the registration of venture 
exchanges with the SEC and allow 
venture securities one venue in which 
their securities can trade. The bill 
passed by voice vote. 

 The Building Up Independent Lives 
and Dreams (BUILD) Act (H.R. 5953), 
introduced by Representative Barry 
Loudermilk (R-GA), which would allow 
certain charitable mortgage loan 
transactions to qualify for use of the 
truth in lending (TIL), good faith 
estimate (GFE), and HUD-1 forms 
instead of those required under the 
TRID rule. The bill passed by voice 
vote. 

 The Modernizing Disclosures for 
Investors Act (H.R. 5970), introduced 
by Representative Ann Wagner (R-
MO), which would require the SEC no 
later than 180 days after enactment to 
provide a report to Congress with a 
cost-benefit analysis of emerging 
growth companies’ use of SEC Form 
10-Q and recommendations for 
decreasing costs, increasing 
transparency, and increasing efficiency 
of quarterly financial reporting by 
emerging growth companies. The bill 
passed by voice vote. 

 The Improving Investment Research 
for Small and Emerging Issuers Act 
(H.R. 6139), introduced by 
Representative Bill Huizenga (R-MI), 
which would require the SEC to carry 
out a study to evaluate the issues 
affecting the provision of and reliance 
upon investment research into small 
issuers, including emerging growth 
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companies and pre-IPO companies. 
The bill passed by voice vote. 

 
House Financial Services Receives Annual 
Testimony on the State of the International 
Financial System 
 
Key Points:  
 Several Members raised concerns over the 

possibility of a trade war and the impacts of 
tariffs on their districts.  

 Treasury Secretary Steven Mnuchin stated the 
fintech report, the last of four Treasury reports 
on financial regulation, should be released in 
the next 30 days. 

 Secretary Mnuchin stated beneficial ownership 
should be a focus over the next six months and 
GSE reform should be a focus in the next 
Congress.  

 
On July 12, the House Financial Services 
Committee held a hearing in which Treasury 
Secretary Steven Mnuchin testified on the 
National Advisory Committee on International 
Monetary and Financial Policies (NAC) report 
as well as issues such as trade, sanctions, 
beneficial ownership, insurance, and GSE 
reform. Chairman Jeb Hensarling (R-TX), in a 
statement, explained the economy is growing 
but he suggested a trade war could destroy all 
those gains. He stated tariffs harm consumers, 
farmers and manufacturers, and he urged the 
Administration to concentrate on the nations 
that consistently violate World Trade 
Organization (WTO) guidelines rather than 
confront allies. Ranking Member Maxine 
Waters (D-CA), in a statement, expressed 
concern over the Administration’s actions 
related to the trade war and tariffs. She noted 
companies are going out of business and 2.6 
million jobs are at risk because of the 
retaliatory tariffs. 
 
Many Members raised concerns over the 
possibility of a global trade war and the 

imposition of tariffs. Concerns were raised that 
the uncertainty created by the possible 
imposition of tariffs is resulting in companies 
not making investments and facing additional 
costs for goods. Treasury Secretary Mnuchin 
explained the President is focused on free and 
fair trade with no barriers. He suggested the 
Administration is monitoring the situation 
closely and they have yet to see negative 
impacts. He explained right now they are 
focused on NAFTA, China and fair trade. 
Related to sanctions, Mnuchin stated that there 
are no plans to loosen sanctions. He stated that 
they are enforcing the maximum sanctions on 
Iran and they have been successful.  
 
Members asked about FinCEN’s Customer 
Due Diligence (CDD) rule and the need for 
beneficial ownership information to be 
provided when a business is created. 
Representative Carolyn Maloney (D-NY) noted 
her bill on this issue that has received 
bipartisan support. Mnuchin agreed that this is 
an important issue. He suggested they need to 
be able to figure out an efficient way to access 
beneficial ownership information and he would 
like to accomplish this in the next six months.  
 
Representative Bill Huizenga (R-MI) noted the 
proposal to reform the Volcker Rule. Mnuchin 
stated the proposal is about providing more 
clarity and ensuring the rule can be properly 
executed. He noted the regulators are leading 
the reform proposal.  
 
Representative Ed Royce (R-CA) noted 
concerns over international insurance matters 
and suggested the International Insurance 
Standards Act (H.R. 4537) would contravene 
the President’s exclusive authority in diplomatic 
negotiations. Representative Ted Budd (R-NC) 
expressed his support for the state based 
system of insurance and noted his support for 
H.R. 4537. Mnuchin agreed that the state based 
system of insurance has worked well. He 
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explained some issues require federal oversight 
and the U.S. needs to be represented on 
international bodies.  
 
Several Members reiterated the need for GSE 
reform. Mnuchin agreed that GSE reform is 
needed as the status quo is not sustainable. He 
stated he would like to see credit risk transfers 
to the private sector and Treasury supports the 
single security initiative. He explained GSE 
reform will be a focus in the next Congress. He 
suggested if a guarantee is provided it should 
be explicit and the taxpayers should be paid for 
it.  
 
Representatives Randy Hultgren (R-IL) and 
Tom Emmer (R-MN) noted depository 
institutions have had to grapple with the 
introduction of fintech and they asked when 
Treasury will release their last report under the 
Executive Order regarding core principles of 
regulation of the U.S. financial system. 
Mnuchin stated he has reviewed a draft of the 
fintech report and it should be out within the 
next 30 days. Representative Emmer also noted 
that the House recently passed the Main Street 
Growth Act (H.R. 5877) that will allow venture 
exchanges. He asked why IPOs are important. 
Mnuchin stated that despite the abundance of 
private capital available, IPOs have always been 
important. He stated he looks forward to 
working on this issue. 
 
Upcoming Hearings and Events  
 
July 16 
 
FIMSAC: The SEC will hold a meeting of its 
Fixed Income Market Structure Advisory 
Committee (FIMSAC). The meeting agenda 
includes panels on: (1) Pre-Trade Transparency 
under MiFID II; (2) Current State of Pre-Trade 
Transparency in the U.S. Corporate Bond 
Market; (3) Current State of Pre-Trade 
Transparency in the U.S. Municipal Securities 

Market; (4) Electronic Trading Venue 
Regulation – Draft Recommendation; and (5) 
ETFs and Bond Funds Subcommittee Update. 
 
July 17 
 
Federal Reserve: The Senate Banking 
Committee will hold a hearing to consider the 
Federal Reserve’s Semiannual Monetary Report 
to Congress. Federal Reserve Chairman Jerome 
Powell will testify at the hearing. 
 
FSOC Meeting: The Financial Stability 
Oversight Council (FSOC) will hold an 
executive session. The agenda for the meeting 
includes discussion of an application to the 
Council from a bank holding company or its 
successor under section 117 of the Dodd-Frank 
Act, an update on the annual reevaluation of 
the designation of a nonbank financial 
company, and an update on Federal Reserve 
stress tests. 
 
Capital Requirements: The House Financial 
Services Committee’s Subcommittee on 
Financial Institutions and Consumer Credit will 
hold a hearing entitled “Examining Capital 
Regimes for Financial Institutions.” Witnesses 
will include: The Honorable Kevin Fromer, 
President and CEO, Financial Services Forum; 
Greg Baer, President, The Clearing House 
Association; Dr. Douglas Holtz-Eakin, 
President, American Action Forum; and Keith 
Noreika, Partner, Simpson, Thacher & Bartlett. 
 
July 18 
 
SEC Open Meeting: The SEC will hold an 
open meeting to consider four items: (1) 
whether to adopt an amendment to Rule 
701(e); (2) whether to issue a concept release 
requesting comment on potential revisions to 
Rule 701 and Form S-8; (3) whether to propose 
amendments to the disclosure requirements in 
Rule 3-10 and Rule 3-16 of Regulation S-X; and 
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(4) whether to adopt amendments to Rule 3a1-
1 and Regulation ATS and new Form ATS-N 
under the Securities Exchange Act of 1934 
related to certain alternative trading systems. 
 
Federal Reserve: The House Financial 
Services Committee will hold a hearing to 
consider the Federal Reserve’s Semiannual 
Monetary Report to Congress. Federal Reserve 
Chairman Jerome Powell will testify at the 
hearing. 
 
Digital Currency: The House Financial 
Services Committee’s Subcommittee on 
Monetary Policy and Trade will hold a hearing 
entitled “The Future of Money: Digital 
Currency.” 
 
Digital Currency: The House Agriculture 
Committee will hold a hearing entitled 
“Cryptocurrencies: Oversight of New Assets in 
the Digital Age.” 
 
Hurricane Preparedness: The House 
Transportation and Infrastructure Committee’s 
Subcommittee on Economic Development, 
Public Buildings and Emergency Management 
will hold a hearing entitled, “Are We Ready? 
Recovering from 2017 Disasters and Preparing 
for the 2018 Hurricane Season.” 
 
July 19 
 
CFPB and Ex-Im Bank Nomination 
Hearing: The Senate Banking Committee is 
expected to hold a hearing to consider the 
nominations of Ms. Kathleen Laura Kraninger, 
be Director of the Consumer Financial 
Protection Bureau (CFPB); and Ms. Kimberly 
A. Reed, to be President of the Export-Import 
Bank. 
 
 
 
 

July 24 
 
SEC and GNMA Nomination Hearing: The 
Senate Banking Committee is expected to hold 
a hearing to consider the nominations of Mr. 
Elad L. Roisman, to be a Member of the 
Securities and Exchange Commission; and Mr. 
Michael R. Bright, to be President of the 
Government National Mortgage Association 
(GNMA or Ginnie Mae). 
 
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 
 
Contentious NATO Summit 
 
Key Points: 
 The President accuses NATO allies of failing 

to spend for defense programs, shifting the 
burden of defending allies onto the U.S. 

 NATO announces members will aim for 4% 
of GDP by 2024. 

 Both the House and Senate pass non-binding 
resolution expressing support for NATO. 

 
In a tumultuous summit in Brussels, President 
Donald Trump made a number of statements 
regarding the efficacy of the North Atlantic 
Treaty Organization (NATO) and the 
appropriate level of defense spending by 
NATO member nations. Trump claimed that 
NATO members owed the U.S. for failing to 
meet the requirement that all members spend 2 
percent of GDP on defense programs even 
though this is not how the organization works. 
Moreover, independent analyses have shown an 
increase in NATO member nation’s spending 
on defense that likely corresponds with Russian 
aggression in Ukraine and elsewhere. 
Nonetheless, NATO announced that nations 
would aim to spend 4 percent of GDP on 
defense by the middle of the next decade. 
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Before the start of the summit, Trump claimed: 
 

[M]any countries owe us a tremendous 
amount of money for many years back, 
where they’re delinquent, as far as I’m 
concerned, because the United States 
has had to pay for them.  So if you go 
back 10 or 20 years, you’ll just add it all 
up.  It’s massive amounts of money is 
owed.  The United States has paid and 
stepped up like nobody.  This has gone 
on for decades, by the way.  This has 
gone on for many Presidents. 

 
In his remarks at the conclusion of the NATO 
summit, Trump stated: 
 

For years, Presidents have been coming 
to these meetings and talked about the 
expense — the tremendous expense for 
the United States.  And tremendous 
progress has been made; everyone has 
agreed to substantially up their 
commitment.  They’re going to up it at 
levels that they’ve never thought of 
before. 

 
Additionally, Trump contended: 
 

And the United States’ commitment to 
NATO is very strong, remains very 
strong, but primarily because everyone 
— the spirit they have, the amount of 
money they’re willing to spend, the 
additional money that they will be 
putting up has been really, really 
amazing to see it.  To see the level of 
spirit in that room is incredible. 

 
In a press release at the conclusion of the 
summit, NATO announced that “[t]his year, 
eight nations have committed to devote at least 
2 percent of GDP on defense and a majority of 
Allies have plans to do so by 2024…[and] 

based on the national plans of European Allies 
and Canada, it is expected $266 billion extra 
will be spent on defense between now and 
2024.” NATO added that: 
 

The twenty nine Allied leaders took a 
series of measures to continue NATO’s 
adaptation to a more demanding 
security environment, including a new 
readiness initiative which will see thirty 
mechanised battalions, thirty air 
squadrons and thirty combat vessels 
ready for use within thirty days. Allies 
also enhanced NATO’s command 
structure with new commands for the 
Atlantic in Norfolk, Virginia, and for 
support and logistics in Ulm, Germany. 
A new Cyber Operations Centre will 
also be created at Supreme 
Headquarters Allied Powers Europe 
(SHAPE) in Mons, Belgium. 

 
NATO also released a report “Defence 
Expenditure of NATO Countries (2011-2018)” 
that uses “Ministry of Defence reports current 
and estimated future defence expenditure 
according to an agreed definition of defence 
expenditure…[and] [t]he amounts represent 
payments by a national government actually 
made, or to be made, during the course of the 
fiscal year to meet the needs of its armed 
forces, those of Allies or of the Alliance.” 
 
On July 10, Senate Armed Services Committee 
Ranking Member Jack Reed (D-RI) offered a 
motion to instruct conferees for the conference 
committee on the “John S. McCain National 
Defense Authorization Act for Fiscal Year 
2019” (NDAA) (H.R.5515) “regarding the 
critical importance of the NATO for the 
security of the United States, for our 
protection.” Reed added that: 
 

The motion to instruct provides 
important guidance at this critical 
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juncture before the NATO summit in 
Brussels and the U.S.-Russia summit in 
Helsinki. The motion instructs the 
Senate conferees on the National 
Defense Authorization Act for Fiscal 
Year 2019 to ensure that the final 
conference report on the NDAA 
reaffirms the ironclad U.S. commitment 
under article 5 to the collective defense 
of the alliance. It reaffirms the U.S. 
commitment to NATO as a community 
of shared values, including liberty, 
human rights, democracy, and the rule 
of law.  

 
The motion does not bind the conferees and 
lacks the force of law. The Senate agreed to the 
motion by a 97-2 vote. 
 
On July 11, the House passed by unanimous 
consent H.Res.256 that “[e]xpress[es] support 
for the countries of Eastern Europe and the 
NATO” after adoption of two amendments. 
Like the Senate motion, this resolution does 
not bind the Administration nor would have 
the force of law should the Senate also pass it. 
 
Pompeo Visits Afghanistan 
 
Key Point: 
 The Secretary of State claims “the President’s 

strategy is indeed working” at the same time 
unnamed Administration officials are saying 
the strategy may be revised soon. 

 
This week, Secretary of State Mike Pompeo 
made a surprise visit to Afghanistan at a point 
when an apparent stalemate has developed 
between the Taliban and U.S. and Afghan 
forces. Yet, both the Afghan President and 
Pompeo claimed that the Trump 
Administration’s South Asia Strategy is working 
even as anonymous U.S. officials suggested the 
Administration may be rethinking its approach 

as President Donald Trump is said to be very 
frustrated with the state of operations.  
 
At a press conference, Afghan President Ashraf 
Ghani said the Trump Administration’s South 
Asia “strategy is working…[and] has had 
significant impact.” He said that “[t]he 
objective of the strategy is to create the 
conditions for enduring peace and stability, and 
that’s what the Government of National Unity 
is committed to…[and] [b]ecause of this 
strategy and condition-based nature of it, we 
the members of the Government of National 
Unity – my colleague Dr. Abdullah and I, and 
all the rest of our team – have been able to take 
bold steps, to think outside the box, and to 
articulate an agenda of peace that is truly 
comprehensive and asks for engagement. 
 
Pompeo asserted that “[w]e’re working with the 
Afghan Government and security forces to set 
the conditions to produce a safer, more secure 
Afghanistan which is Afghan-led and Afghan-
owned…[and] [y]ou should know that the 
peace process is the same.” He added that 
“[t]he United States will support, facilitate, and 
participate in these peace discussions, but peace 
must be decided by the Afghans and settled 
among them.” Pompeo stated that “[w]e expect 
that these peace talks will include a discussion 
of the role of international actors and forces.” 
He asserted that “[m]y conclusion from this 
visit is that the President’s strategy is indeed 
working…[and] [o]ur South Asia strategy has 
sent a clear message to the Afghan peoples and 
its security services that we will support them 
as they continue to fight to defend their 
country and their people.” Pompeo claimed 
that “[t]he strategy has sent a clear message too 
to the Taliban – they cannot wait us out – and 
we are beginning to see the results both on the 
battlefield where the Taliban’s momentum is 
slowing and in the prospects for peace with 
them.” 
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Yet, there may be indications that the 
Administration may be rethinking its strategy. 
This week, “U.S. Officials” told Reuters that the 
President has expressed frustration over the 
results from the new strategy and a new 
strategy could be developed. One unnamed 
official stated “[w]e’ve received some 
indications from the White House that Trump 
could ask for a review in the next few 
months…[s]o we’re preparing for what it 
would look like.” Another unnamed “senior” 
official claimed “[t]he President has asked 
repeatedly what progress we’ve made in 
Afghanistan since he made his decision, and 
how much we’ve invested there since 
2001…[and] [h]e’s voiced his frustration about 
the lack of progress many, many times, 
basically asking ‘What have we got for all that 
money?’” However, a National Security 
Council spokesperson told Reuters that “[w]e 
regularly conduct reviews of our strategies 
examining their effectiveness and making 
necessary adjustments to ensure U.S. resources 
are being used in the most efficient ways 
possible.” The spokesperson added that “[w]e 
are not planning an overarching review of our 
core strategy, like the one conducted last 
summer.” 
 
For more information on defense issues you may email 
or call Michael Kans at 202-659-8201.  
 
HEALTH  
 
CMS Releases CY 2019 Medicare Physician 
Fee Schedule Proposed Rule 
 
Key Points:  
 The Centers for Medicare and Medicare 

Services released the proposed changes to the 
CY 2019 Medicare Physician Fee Schedule 
for services furnished on or after January 1, 
2019. 

 Comments on the proposed rule will be due 
September 10, 2018. 

 
On July 12, the Centers for Medicare and 
Medicaid Services (CMS) released the notice of 
proposed rulemaking (NPRM) on the CY 2019 
Medicare Physician Fee Schedule updating the 
payment policies, payment rates, and quality 
provisions for services on or after January 1, 
2019. Comments on the NPRM are due 
September 10, 2018.  
 
Department of Health and Human Services 
Secretary Alex Azar stated these “reforms 
proposed by CMS bring us one step closer to a 
modern healthcare system that delivers better 
care for Americans at a lower cost.” CMS 
Administrator Seema Verma agreed saying 
“today’s proposals deliver on the pledge to put 
patients over paperwork by enabling doctors to 
spend more time with their patients.” 
 
The proposed rule includes provisions to 
simplify and streamline documentation 
requirements for Evaluation and Management 
office visits; reduce unnecessary physician 
supervision of radiologist assistants; and 
remove burdensome functional reporting 
requirements for outpatient therapy. The 
proposal also makes updates to the Quality 
Payment Program which aim to reduce 
clinician burden and focus more on outcomes.  
 
The NPRM also includes change affecting 
payment for Medicare Part B covered 
medications that patients receive in a doctor’s 
office. CMS is proposing a change in the 
payment amount that would more closely 
reflect the actual cost of the drug. These 
changes are part of CMS’ efforts to advance the 
President’s blueprint for lowering prescription 
drug prices.  
 
Read the proposed rule here and the CMS 
factsheet here. 
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House Appropriations Approves FY 2019 
HHS Spending Bill 
 
Key Point:  
 The House Appropriations Committee 

favorably reported the HHS spending bill by a 
vote of 30-22. 
 

On July 11, the House Appropriations 
Committee held a markup of the draft FY 2019 
Labor, Health and Human Services, and 
Education (LHHS) funding bill (H.R.__). The 
bill includes $177.1 billion in discretionary 
funding, the same as the FY 2018 enacted level. 
During the markup, LHHS Subcommittee 
Chairman Tom Cole (R-OK) emphasized the 
draft legislation invests in biomedical research, 
protects citizens from disease outbreaks and 
bioterrorism, and supports those living with 
disabilities. Several amendments were debated 
and adopted during the event including several 
related to the Trump Administration’s border 
enforcement and child separation policy. 
Amendments pertaining to the continuation of 
the Affordable Care Act’s risk adjustment 
payments and the protection of Title X 
programs were rejected. After hours of 
deliberation, the Committee favorably reported 
the bill, as amended, by roll call vote 30-22. 
 
House Energy and Commerce Discusses 
Changes to 340B 
 
Key Points:  
 The House Energy and Commerce Committee 

held a hearing entitled “Opportunities to 
Improve the 340B Drug Pricing Program.” 

 The Committee discussed 15 different bills 
which propose various changes to the 340B 
program.  

 
On July 11, the House Energy and Commerce 
Committee’s Health Subcommittee held a 
hearing entitled “Opportunities to Improve the 
340B Drug Pricing Program.” Topics discussed 

in the hearing included, but were not limited to: 
(1) Contract Pharmacies; (2) Duplicate 
Discounts; (3) GAO Recommendations; (4) 
HRSA Oversight; (5) Oversight of Drug 
Manufacturers; (6) Disproportionate Share 
Hospitals; (7) Patient Definition; (8) Brand 
Name Drugs; (9) HRSA Administrator; (10) 
Third Party Administrators; (11) User Fees; 
(12) Orphan Drug Exclusion; (13) Use of 340B 
Savings; and (14) Hospital Consolidation. 
 
Chairman Michael Burgess (R-TX) emphasized 
the 340B program has strong bipartisan 
support, but reviews by nonpartisan auditors 
have revealed problems such as the lack of 
regulatory authority for the Health Resources 
Services Administration (HRSA). He pointed 
out HRSA has audited fewer than two percent 
of participants in the 340B program and the 
use of savings by covered entities in unclear. 
Ranking Member Gene Green (D-TX) 
observed the law does not specify how savings 
from the program must be used by covered 
entities. He noted the program has grown 
significantly in recent years and increased 
oversight is needed. He stressed Congress must 
protect the integrity of the 340B program.  
 
A summary of the bills being considered by the 
Committee can be viewed here.  
 
Administration Announces Freeze of Risk 
Adjustment Payments 
 
Key Point:  
 The Centers for Medicare and Medicaid 

Services Announced it would temporarily 
suspend risk adjustment payments due to a 
recent court decisions until the litigation is 
resolved. 

 
On July 7, the Centers for Medicare and 
Medicaid Services (CMS) announced it would 
temporarily suspend collections and payments 
under the risk adjustment program, including 
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for the 2017 benefit year, based on a recent 
court decision by a New Mexico district court. 
CMS has filed a motion for reconsideration 
following the decision. 
 
The court invalidated the use of the statewide 
average premium by CMS in the risk 
adjustment transfer formula for the 2014-2018 
benefit years pending further explanation of 
CMS’ reasons for operating the program in a 
budget neutral manner. CMS first promulgated 
this methodology by regulation in 2013.  
 
CMS Administrator Seema Verma expressed 
disappointment in the ruling emphasizing 
“billions of dollars in risk adjustment payments 
collections are now on hold.” She called for 
prompt reconsideration by the court “to 
prevent more adverse impacts on Americans 
who receive their insurance in the individual 
and small group markets.  
 
Upcoming Hearings and Meetings 
 
July 16 
 
Drug Costs: The Pew Charitable Trust will 
hold a discussion on “Addressing Rising Drug 
Prices.” 
 
July 17 
 
Innovation: The Atlantic will hold a forum on 
“The State of Care: Innovation and Access.” 
 
Costs: The Senate Health, Education, Labor 
and Pensions Committee will hold a hearing 
entitled “Reducing Health Care Costs: 
Eliminating Excess Health Care Spending and 
Improving Quality and Value for Patients.” 
 
Medicare: The House Ways and Means 
Committee will hold a hearing entitled 
“Combating Fraud in Medicare: A Strategy for 
Success.” 

Costs: The House Energy and Commerce 
Committee will hold a hearing entitled 
“Examining State Efforts to Improve 
Transparency of Health Care Costs for 
Consumers.” 
 
Patient Safety: The Healthcare Leadership 
Council will hold a briefing on “Ensuring 
Patient Safety Through Evidence-Based 
Medicine.” 
 
Stark Law: The House Ways and Means 
Committee will hold a hearing entitled 
“Modernizing Stark Law to Ensure the 
Successful Transition from Volume to Value in 
the Medicare Program.” 
 
July 18 
 
Vaccines: The National Press Club will hold a 
discussion on progress made on the 
development of a universal flu vaccine and the 
challenges that lay ahead as each strain grows 
deadlier and public trust in vaccinations wane. 
 
Biosimilars: The Brookings Institution will 
hold a discussion on “Cultivating a Vibrant 
U.S. Market for Biosimilars.” 
 
July 19 
 
Mental Health: The House Energy and 
Commerce Committee will hold a hearing on 
“21st Century Cures Implementation: 
Examining Mental Health Initiatives.” 
 
Drug Costs: The National Coalition on Health 
Care will hold a briefing on “Tackling 
Prescription Drug Costs: An Examination of 
Proposed Medicare Part D Reforms and 
Alternatives.” 
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July 20 
 
MIPS: The Brookings Institution will hold a 
discussion on “Can the Merit-Based Incentive 
Payment Systems (MIPS) Be Salvaged?” 
 
Individual Market: The Alliance for Health 
Policy will hold a discussion on “State 
Responses to the Evolving Individual Health 
Insurance Market.” 
 
For more information about healthcare issues you may 
email or call Nicole Ruzinski Bertsch or George Olsen 
at 202-659-8201. Michaela Boudreaux contributed to 
the articles.  
 
TRANSPORTATION & 
INFRASTRUCTURE 
 
Hearing On Low-Cost Federal 
Infrastructure Loans 
 
Key Point: 
 The Senate EPW Committee looks at the 

efficacy of federal loans for transportation and 
water infrastructure development.  

 
On July 11, the Senate Environment and Public 
Works Committee held a hearing entitled “The 
Long-term Value to U.S. Taxpayers of Low-
cost Federal Infrastructure Loans.” Topics 
discussed in the hearing included but were not 
limited to: (1) Expansion of Funding; (2) 
Benefits of Federal Infrastructure Loans; (3) 
Change in Funding Practice; (4) 
Recommendations; (5) Disadvantages for Small 
Communities; and (6) Use of the Private 
Sector. 
 
Chairman John Barrasso (R-WY) noted 
improvements are needed to build, maintain 
and replace current infrastructure. He 
expressed loan and loan guarantee programs 
allow expensive projects to be done in a timely 
and cost reducing fashion. He said these 

programs are the Transportation Infrastructure 
Finance and Innovation Act (TIFIA) (P.L. 105-
178), the Water Infrastructure Finance 
Innovation Act (WIFIA) (P.L. 113-121), and 
the new “Securing Required Funding for Water 
Infrastructure Now Act” (SRF-WIN) (S.2364). 
He noted state and project sponsors will 
borrow money at a lower long-term cost and 
complete construction sooner than if funded 
by other means. He stated WIFIA and SRF-
WIN will receive $400 million over 2 years and 
that would be leveraged by states borrowing to 
generate $12 billion in new infrastructure 
development. He said Congressional rules 
dictate that all bills be scored by the 
Congressional Budget Office (CBO) to assess 
the amount of taxpayer dollars that will be 
spent but also by the Joint Committee on 
Taxation, or JCT, to judge if any federal 
revenue will be lost. He noted the JCT assumes 
federal treasury will lose tax revenue when 
states borrow. He asserted that the $12 billion 
increase in state infrastructure spending would 
be scored at a cost of $2.6 billion. He stated 
that the committee has addressed the scoring 
issue by cutting back on the size of the SRF-
WIN program. He said these changes will be 
reflected in the “America’s Water 
Infrastructure Act” (S.2800) and will soon be 
brought to the Senate floor. 
 
Ranking Member Tom Carper (D-DE) stated a 
lack of funding would make it increasingly 
difficult for agencies to build large beneficial 
infrastructure projects. He noted the Route 301 
project in Delaware as an example of 
traditional funding mechanisms not being 
sufficient enough. He said in 2014 WIFIA 
helped the Environmental Protection Agency 
(EPA) provide credit assistance in the form of 
secured direct loans or loan guarantees for a 
wide range of water projects. He observed that 
the EPA is reviewing interest for WIFIA loans 
to help compliment water infrastructure 
projects. He stressed these projects would have 
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the potential to increase availability of drinking 
water, replenish ground water, improve water 
quality, reduce pollutants and improve 
resilience of water facilities. He noted WIFIA 
and TIFIA offer loan terms that make them a 
good value with low or fixed interest rates, 
payment schedules, and an option to defer 
payment. He mentioned there is a significant 
line of unused credit assistance in the TIFIA 
program and stressed expanding this program 
would not necessarily increase infrastructure 
investments. He stated the U.S. Department of 
Transportation considers TIFIA as federal 
funding rather than as the local match even 
though the TIFIA statute is clear that loans 
count as a nonfederal share of a project. He 
stated that the committee’s goal should be to 
provide a portfolio of options for infrastructure 
investment including direct federal grants and 
loans.  
 
American Action Forum President Dr. Doug 
Holtz-Eakin said there is a collective aspect to 
infrastructure projects that is important to 
acknowledge when designing financing for 
these programs. He noted benefits to 
infrastructure projects include better 
productivity through better road networks, for 
example. He stressed nonmarket benefits such 
as the ability to get places faster has personal 
benefits. He stated there are spillover benefits 
from state to state which means there is a 
natural federal government role. He stressed 
the importance of project selection when 
thinking about the economics of infrastructure. 
He noted stakeholders have money invested in 
these projects which ensures efficient project 
selection and operation which will create 
positive capital investments. He said the 
framework for looking at a good infrastructure 
project and good infrastructure finance is 
unrelated to the CBO score. He argued the 
CBO score only looks at the cost but does not 
look at the productivity or nonmarket benefits 
overall. He stressed the way to look at a CBO 

score is to view it as a marker for budgeted 
resources that will not be available for other 
priorities  
 
Orange County Water District Director 
Vicente Sarmiento stressed in order to finance 
his counties expansion project they applied for 
a WIFIA loan for 49 percent or $135 million of 
the project. He stated that after submitting the 
application they were advised the loan would 
be approved by the end of the month. He 
noted the borrowing rate of assistance is 3 
percent and Orange County could have issued 
tax exempt bonds for 3.8 percent. He stated 
that this would have cost the tax payer $18 
million more if they used the private sector. He 
expressed in addition to saving money, the 
WIFIA loan allows payment flexibility, 
subordination of other projected debt, and 
other opportunities to leverage assistance such 
as the State Revolving Fund (SRF). He said the 
SRF in California is oversubscribed and WIFIA 
allowed the county to receive funding without 
significant delays.  
 
Counter UAS Hearing 
 
Key Point: 
 Administration officials make the case to a 

House committee that DHS and DOJ need 
greater authority to manage the risks posed by 
drones. 

 
On July 11, the House Transportation & 
Infrastructure Committee’s Aviation 
Subcommittee held a roundtable entitled: 
“Counter UAS Issues.” Topics discussed 
during the roundtable included: (1) 
Coordination; (2) Technology; (3) Model 
Aircraft; and (4) Authorization. 
 
Federal Aviation Administration (FAA) Deputy 
Associate Administrator Angela Stubblefield 
stated that the proliferation of unmanned 
aircraft systems (UAS) generates both 
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excitement and concern. She noted its potential 
for moving consumer goods and responding to 
disasters but said the misuse of UAS poses 
unique challenges. She explained Congress has 
granted the Department of Energy (DOE) and 
Department of Defense (DOD) the authorities 
necessary to counter UAS threats over their 
most sensitive facilities. She stated DOE and 
DOD are coordinating closely with the Federal 
Aviation Administration (FAA) to ensure 
threats to airline safety are mitigated. She 
argued the Department of Homeland Security 
(DHS) and the Department of Justice (DOJ) 
also need congressional action to obtain 
counter UAS authority. She explained three 
related policies will reduce instances of 
hazardous UAS operations: (1) universal 
requirements for UAS registration; (2) remote 
identification; and (3) compliance with basic 
airspace rules. She stated the current exemption 
for model aircraft is the fundamental barrier to 
effective implementation of these policy 
changes.  
 
Special Assistant to the Deputy Assistant 
Secretary of Defense Steven Mucklow stated 
that the threat UAS pose to DOD assets and 
operations is real and increasing. He said DOD 
is working with the FAA and other federal 
agencies to implement its legal counter UAS 
authorities. He stated DOD supports the 
enactment of similar authorities for the DHS 
and the DOJ. He noted UAS is increasingly 
attractive for criminal and malicious activity. 
He explained DOD is meeting the UAS threat 
amidst a complicated legal and regulatory 
environment. He noted UAS is classified as 
aircraft and thus protected by a range of 
statutes and regulations designed to protect 
manned aircraft. He observed counter UAS 
systems could, without an exemption from 
Congress, violate federal law. He said some 
counter UAS systems have unintended and 
unforeseen effects on other systems, though 
DOD is working to mitigate these effects.   

 
Chairman Frank LoBiondo (R-NJ) asked how 
DHS and FAA work together. Mucklow 
replied they have worked closely since they 
began the process of implementing the 
authorities granted by Congress. He recalled 
they worked with FAA during the planning 
process and during implementation. He stated 
every two weeks DHS and FAA meet to 
discuss counter UAS implementation. 
Stubblefield said they have a daily dialogue to 
deploy counter UAS technology. She noted 
FAA is supporting DOD and DOJ in their 
pursuit of similar authorities.  
 
Full Committee Ranking Member Peter 
DeFazio (D-OR) suggested the Sanford-Davis 
amendment to the “FAA Reauthorization Act 
of 2018” (H.R. 4) would create another 
category of aircraft. He wondered how to 
determine what would fall in the category 
created by the amendment as opposed to the 
exempt category. Stubblefield asserted the 
confusion surrounding Section 336 will exist as 
more operators enter the airspace. She argued 
the confusion will continue unless the FAA 
requires all UAS to register, have remote ID, 
and meet certain safety requirements. DeFazio 
urged responsible users to “sever themselves” 
from the “defective” Sanford-Davis 
amendment.    
 
For more information on transportation issues you may 
email or call Michael Kans at 202-659-8201. Riyad 
Carey and Claudia Rafi contributed to the articles.  
 
TECHNOLOGY 
 
House Hearing on AI 
 
Key Point: 
 Two House subcommittees looked at the 

possibilities and challenges posed by AI’s 
utilization of “big data.” 
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On July 12, the House Science, Space, & 
Technology Committee’s Energy and Research 
and Technology Subcommittees held a hearing 
entitled “Big Data Challenges and Advanced 
Computing Solutions.” Topics discussed 
included but were not limited to: (1) Federal 
Investment/Regulation; (2) International 
Competition; (3) Cybersecurity; (4) Education; 
(5) Brain Mapping; (6) Possible Futures; and (7) 
Applications of AI.  
 
Energy Subcommittee Chairman Randy Weber 
(R-TX) stated Machine Learning (ML) is a data 
analysis technique that gives computers the 
ability to learn directly from data without being 
explicitly programmed. He said currently 
specialized algorithms called “Deep Learning” 
(DL) are leading the field of machine-based 
approaches and are able to train computers to 
perform certain tasks at levels that can exceed 
human ability. He added that ML also has the 
potential to improve computational science 
methods for many big-data problems. He 
asserted that the Department of Energy (DOE) 
is uniquely equipped to fund robust 
fundamental research in ML. He noted that the 
DOE also manages 17 DOE National Labs 
and 27 world leading scientific research 
facilities which are instrumental in connecting 
basic science and advanced computing. He 
stated that ML has many applications in the 
DOE mission space, as well as in academia and 
industry. He concluded that it is clear to him 
that Congress needs to prioritize this research.  
 
Energy Subcommittee Ranking Member Marc 
Veasey (D-TX) stated a growing number of 
industries are relying on the ability to generate 
and interpret large amounts of data to 
overcome new challenges. He said he is excited 
about the potential benefits sensor equipped 
aircraft engines, locomotives, gas and wind 
turbines will have on the energy sector in 
particular. He added that the technology also 

improves the ability of operators to detect 
failures before they occur and prevent disasters.  
 
Research and Technology Subcommittee 
Chairwoman Barbara Comstock (R-VA) stated 
DOE researchers are using ML to conduct 
groundbreaking research in many fields. She 
said she is excited about a DOE and 
Department of Veterans Affairs (VA) joint 
venture known as the “MVP Champion” 
program, which will use ML to analyze the 
health records of veterans obtained by the VA.  
 
Argonne National Laboratory Researcher Dr. 
Bobby Kasthuri stated he believes that 
understanding the human brain is the most 
challenging quest of the 21st century, and that 
advanced capabilities and facilities of the DOE 
National Laboratories are critical to help usher 
in a new era of understanding. He explained 
that part of the problem is the sheer complexity 
of the human brain. He noted that the human 
brain contains around 100 billion cells, or 
neurons, which make thousands of connections 
called synapses with each other. He said the 
complexity of this intricate communication 
web cannot be overstated. Kasthuri stated the 
quest to understand how the brain works 
requires more cooperation across academic 
disciplines than any other human endeavor. He 
said modern neuroscience is expensive and 
resource intensive and researchers encounter 
both financial and structural barriers to entry. 
He said needed investments in physics, 
engineering and computer science are typically 
beyond the scope of laboratories at single 
universities and institutes. Kasthuri stated the 
DOE and the National Lab system are 
perfectly suited to address the gap between the 
small fraction of laboratories utilizing the most 
recent technology and the remaining majority 
of neuroscientists. He explained that the 
National Laboratories act as stewards of large-
scale infrastructure supporting many of the 
nation’s scientific programs; however, until 
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recently there has been limited interaction 
between the labs and the neuroscience 
community. He asserted that a national 
clearinghouse will ensure that the necessary 
physics, engineering and computer science 
resources are vetted and freely accessible to 
measure brain structure and functions. 
Kasthuri concluded by mapping and reverse 
engineering the physical substrates of human 
thought, we will complete the most challenging 
quest of the 21st century and cross what could 
be the last great scientific frontier. 
 
Lawrence Berkeley National Laboratory 
Associate Laboratory Director For Computing 
Sciences Dr. Katherine Yelick stated in her 
testimony she will attempt to do four things: 
(1) describe some of the large scale data 
challenges in the DOE Office of Science, 
drawing examples from Berkeley Lab and other 
national laboratories’ national user facilities and 
team science projects; (2) talk about the 
emerging role of ML - and specifically DL - 
methods, which have revolutionized the field 
of artificial intelligence (AI) and may similarly 
impact scientific discovery; (3) discuss some of 
the unique opportunities for machine learning 
in science, leveraging DOE’s national role as a 
leader in high performance computing, applied 
mathematics, user facilities, and 
interdisciplinary team science; and (4) describe 
a vision for the National Laboratories that 
includes foundational research in data science 
along with an interconnected network of 
experimental and computational facilities to 
address some of the most challenging data 
analytics problems in science.  
 
Senate Hearing On Hardware 
Vulnerabilities 
 
Key Point: 
 The Commerce Committee digs into the issues 

related to chip vulnerabilities discovered last 
year. 

On July 11, 2018, the Senate Commerce, 
Science and Transportation Committee held a 
hearing entitled “Complex Cybersecurity 
Vulnerabilities: Lessons Learned from Spectre 
and Meltdown.” Topics discussed included but 
were not limited to: (1) Vulnerability 
Disclosure, (2) Cybersecurity, (3) Secure 
Hardware / Software, (4) Election Tampering, 
and (5) Cyber Education. 
 
Chairman John Thune (R-SD) said 
cybercriminals and rogue states seek to steal 
vast amounts of personal and proprietary 
information and aim to access critical 
infrastructure networks. He asserted that 
Spectre and Meltdown present new threats and 
exemplify the ever-changing cybersecurity 
landscape. He noted that these vulnerabilities 
were discovered by “the good guys.” He added 
that these were hardware vulnerabilities, and 
several issues have since been discovered. He 
observed that several security researchers 
informed manufacturers of issues in June 2017, 
but vulnerabilities were not disclosed until 
January 2018. He said current processes raise 
questions as to how companies develop and 
test new patches. He argued that consumers 
should not have a false sense of security. He 
stated that Chinese manufacturers such as 
Huawei were informed of vulnerabilities prior 
to public disclosure, but their close ties to the 
Chinese government raises more questions 
about supply chain cybersecurity. He said only 
one company, IBM, contacted the U.S. 
government before the January 2018 public 
disclosure. He expressed disappointment in 
Intel’s lack of transparency in that it did not 
report vulnerabilities earlier. He said Intel 
planned to disclose vulnerabilities but these 
efforts were frustrated by a premature leak. He 
argued that greater coordination would 
enhance overall security. He said the U.S. 
government is responsible for federal 
information technology (IT) security and is also 
a significant supply chain customer. He 
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emphasized that public-private partnerships are 
important in cybersecurity. He said 
cybersecurity should be industry led in risk 
management. He noted that Congress passed 
the “Cybersecurity Enhancement Act” which 
encourages the development of a National 
Institute of Standards and Technology (NIST) 
framework for critical infrastructure. He added 
that Congress passed the “Cybersecurity 
Information Sharing Act.” He stated that the 
Committee is working on cybersecurity 
legislation for self-driving vehicles, aircraft, and 
small businesses. He expressed support for 
public disclosure of cyber vulnerabilities in 
order to improve cyber resiliency. He said the 
growth of Internet of Things (IoT) and new 
risks posed by hardware vulnerabilities require 
best practices for the future.  
 
Ranking Member Bill Nelson (D-FL) said “we 
are embarking upon a realization of one of the 
greatest threats to our government as well as 
our society.” He added that the Senate Armed 
Services Committee and Senate Intelligence 
Committee share this view. He encouraged 
bipartisan cooperation in order to combat new 
cyber threats. He argued that future attacks will 
be seen in the business community as well as in 
U.S. elections. He emphasized that election 
tampering can create a critical change that 
would create chaos. He argued that this is a 
“realistic threat.” He said Meltdown and 
Spectre should serve to be “a wakeup call to all 
of us.” He argued that the U.S. government 
and private sector are not prepared for these 
threats as they are consistently on defense by 
creating patches to address new and evolving 
vulnerabilities. He said the U.S. does not have a 
large enough cybersecurity workforce that is 
trained to protect the country. He stated that 
criminals and state actors, specifically China, 
work to steal corporate and military secrets. He 
noted that Russia conducted a “crippling” 
attack on the power grid of Ukraine. He added 
that Russia and China will continue to exploit 

vulnerabilities in the future in order to advance 
their respective interests. He complained that 
chipmakers failed to inform the U.S. 
government in a timely manner of the 
vulnerabilities exploited by Spectre and 
Meltdown. He cited a Wall Street Journal 
report which stated that Chinese companies 
were aware of vulnerabilities before the 
Department of Homeland Security (DHS), the 
National Security Agency (NSA), and the 
United States Computer Emergency Readiness 
Team (CERT). He asserted that this is 
inexcusable. He said that while vulnerabilities 
have been patched, future threats need to be 
met in a more proactive manner.  
 
NIST Chief Cybersecurity Advisor and 
Director of the National Cybersecurity Center 
of Excellence Donna Dodson said 
cybersecurity has been a critical part of the 
NIST mission since 1972. She encouraged the 
research, development, and deployment of 
standards and technologies in order to protect 
federal systems. She added that NIST 
encourages standards and best practices for this 
industry-led sector. She stated that Spectre and 
Meltdown are “but two examples of hardware 
vulnerabilities.” She said they affected software, 
firmware, and hardware. She stated that NIST 
attempts to stop vulnerabilities before they 
occur and detect vulnerabilities in order to 
reduce their impact. She noted that in 2017, 
Spectre and Meltdown allowed for protected 
information to be accessed. She said NIST 
encourages resilient system design in order to 
better manage vulnerabilities. She said that 
NIST is developing guidelines on how to apply 
system security engineering and cyber resiliency 
principles, concepts, and activities. She said 
hardware and firmware are essential for the 
integrity of computer systems. She said NIST 
has seen success in creating more trustworthy 
systems around the world. She added that 
NIST maintains the National Vulnerability 
Database (NVD) which is publically available. 
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She said the NVD is continually updated over 
time as the supply chain ecosystem is long, 
complex, variable, globally distributed, and 
geographically diverse. She asserted that the 
NIST supply chain risk management program 
helps organizations manage supply chain risks 
related to products and services. She 
encouraged planning for organizations in order 
to be better prepared for recovery in the 
occurrence of a cyber event.  She said NIST 
continues to build upon past lessons in order to 
better prepare for threats and vulnerabilities 
that may occur in the future.  
 
Upcoming Hearings and Events 
 
July 17 
 
Rural Broadband: The House Energy & 
Commerce Committee’s Communications and 
Technology Subcommittee will hold a hearing 
titled “Realizing the Benefits of Rural 
Broadband: Challenges and Solutions.” 
 
July 18 
 
FTC:  The House Energy & Commerce 
Committee’s Digital Commerce and Consumer 
Protection Subcommittee will hold a hearing 
titled “Oversight of the Federal Trade 
Commission.” 
 
Census IT: The House Oversight & 
Government Reform Committee’s 
Government Operations and Information 
Technology Subcommittees will hold a hearing 
titled “2020 Census: Information Technology 
Preparations.” 
 
For more information on technology issues you may 
email or call Michael Kans at 202-659-8201. Cullen 
Neely and Jackson McLendon contributed to the 
articles.  
 
 

TRADE 
 
USTR Releases $200 Billion Chinese Tariff 
List 
 
Key Point:  
 The Office of the U.S. Trade Representative 

(USTR) released a list of $200 billion worth 
of Chinese goods that could be subject to a 10 
percent tariff after August 30, 2018.  

 
The U.S. Trade Representative (USTR) on 
Tuesday released its proposed list of goods that 
would be subject to a 10 percent tariff on an 
additional $200 billion of Chinese imports in 
retaliation to the latest round of tariffs put in 
place by the U.S. and China. According to a 
statement announcing the action by USTR 
Robert Lighthizer, the Chinese imposition on 
$34 billion in U.S. exports to China was done 
“without any international legal basis or 
justification.” According to Lighthizer, the 
tariffs are “appropriate response under the 
authority of Section 301 to obtain the 
elimination of China’s harmful industrial 
policies. USTR will proceed with a transparent 
and comprehensive public notice and comment 
process prior to the imposition of final tariffs, 
as we have for previous tariffs.” 
 
This list includes, but is not limited to, seafood, 
produce, tobacco, coal, chemical products, 
beauty products, leather, wood, paper, fabrics, 
ceramics, glass, precious metals, steel, 
aluminum, power tools, auto parts, and 
furniture. Written comments on the list are due 
by August 17, and the Section 301 Committee 
will hold a public hearing on the proposed 
tariffs from August 20 to 23. The tariffs can 
then go into effect any time after August 30.  
 
The Chinese Ministry of Commerce rebuked 
the Administration’s announcement, saying, 
“Due to domestic politics, the U.S. has gone 
back on its words, brazenly abandoned the 
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bilateral consensus, and insisted on fighting a 
trade war with China. China has done its 
utmost to prevent the escalation of trade 
frictions.” The Ministry argued it is ironic “that 
the country providing massive trade subsidy in 
agriculture and manufacture happens to be the 
United States itself.” 
 
This release comes on the back of the U.S. 
imposing 25 percent tariffs on $34 billion of 
Chinese goods. Beijing responded immediately 
with tariffs of its own on $34 billion of U.S. 
goods. The Administration is expected to levy 
25 percent tariffs on a second list of $16 billion 
of Chinese goods after a comment process and 
public hearing. China has indicated it is 
prepared to match these tariffs with more 
tariffs on U.S. goods.  
 
House and Senate Hold Procedural Vote 
on Limiting President’s Tariff Power 
 
Key Points: 
 The Senate voted 88 to 11 to pass a non-

binding motion that directs Senate Energy and 
Water Appropriations bill conferees to include 
language that would create a role for Congress 
in the Section 232 process. 

 A bipartisan group of Representatives on 
Wednesday introduced a companion bill to 
Senator Bob Corker’s (R-TN) legislation that 
would require the President to obtain 
congressional approval before imposing Section 
232 tariffs.  

 Senator Rob Portman (R-OH) is planning to 
introduce legislation that will tighten the 
definition of national security in Section 232 
and give Congress a role in the process. 

 
After failed attempts to add his legislation as an 
amendment to the National Defense 
Authorization Act (NDAA) and Farm Bill, 
Senator Bob Corker (R-TN) led the Senate in 
taking a “baby step” to limit the President’s 
ability to impose tariffs for national security 

purposes under Section 232. Senate Finance 
Committee Chairman Orrin Hatch (R-UT) said 
the vote “underscores the consensus of the 
Senate,” and urged the Administration to 
“rethink its approach on Section 232 tariffs.” 
Senator Corker has indicated that the Senate 
will vote on his standalone bill “very soon.” 
His bill is backed by the U.S. Chamber of 
Commerce, the Business Roundtable, and the 
National Foreign Trade Council.  
 
Also this week, a bipartisan group of House 
Members released a companion bill to Senator 
Corker’s Section 232 bill.  In a statement of 
support for their bill, Representatives Mike 
Gallagher (R-WI), Mark Sanford (R-SC), 
Leonard Lance (R-NJ), Ryan Costello (R-PA), 
Ron Kind (D-WI), and Jimmy Panetta (D-CA) 
explained, “Under the bill, Members of 
Congress would have a 60-day period following 
submission to review the President’s 
proposal…Any legislation to approve the 
proposal will qualify for expedited 
consideration in both chambers. The 
requirement would apply to all future Section 
232 actions, in addition to those taken in the 
last two years.” 
 
Senator Portman also announced his intent to 
introduce legislation that would reform Section 
232: “We don’t have a bill yet because we are 
vetting it with a lot of different people, 
including colleagues from both sides of the 
aisle, but the idea is to make 232 work better by 
tightening up the national security definition 
and putting the initial decision in the hands of 
the people who are the experts on national 
security, which is the Department of Defense.” 
During a Senate Foreign Relations Committee 
hearing, Senator Portman expressed concern 
that misuse of Section 232 could lead to the 
government “[losing] the tool.”  
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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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