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The Washington Update 

Presidential Politics 

• Barack Obama picked up victories in the Wyoming caucuses and Mississippi primary over rival Hillary 
Clinton, the last contests before the run-up to the delegate-rich Pennsylvania primary. Additionally, 
talks continue among Democrats about Michigan and Florida, whose delegates have been barred from 
the Democratic Convention because of a dispute with the Democratic National Committee. 

• Current Delegate Totals (Associated Press projected count) 
Republicans (1191 needed)  
McCain — 1334 * 
Huckabee — 278 
* Clinched nomination. 

Democrats (2025 needed)  
Obama — 1602 (212 super-delegates) 
Clinton — 1496 (248 super-delegates) 

This Week In Congress  
• Senate — The Senate's week was dominated by the FY09 Budget Resolution (S.Con.Res. 70), 

adopting it early Friday morning on a 51-44 after stacked votes on dozens of amendments. Also 
adopted was a short-term farm bill extension (H.R. 1593) and the reauthorization of grants for 
communities to manage the reentry of offenders (H.R. 1593) by unanimous consent. 

• House — The House also passed their budget resolution (H.Con.Res. 312, 212-207), but was 
routinely disrupted by partisan confrontations inflamed by the passage of a bill creating an 
independent ethics panel (H.Res. 1031, 207-206) and ongoing debate on a controversial new 
version of Foreign Intelligence Surveillance Act reform legislation (H.R. 3773). Other bills 
passed under suspension included the farm bill extension (voice vote), technical corrections to the 
Pension Act (H.R. 3361, voice vote) and a temporary Higher Education extension (S. 2733, 411- 
4) 

Upcoming  
• Congress begins a two week recess tomorrow, with mortgage issues, the conference report of the 

farm bill (H.R. 2419) and energy issues likely to come up when they return. 

TAXES 

House and Senate Pass Budgets, Including 
Nonbinding Proposals on Tax Issues 

The House and Senate passed their respective 
version of budget resolutions, including several 
policy suggestions on taxes in the blueprints. 
In the House, the vote was 212-207, with 16 

Democrats voting against the budget and no 
Republicans for the Democrat's proposal. In 
the Senate, after a full day of votes on various 
amendments, the Senate voted 51-44 for the 
budget, with two Republicans voting for it and 
one Democrat voting against it. 
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During the day, the Senate adopted nearly 
unanimously an amendment to 'soak up' 
projected 2012 and 2013 surpluses by making 
budgetary room for a permanent extension of a 
series of middle class tax cuts like the child 
credit, marriage relief, the 10% rate bracket as 
well as a permanent extension of the rate and 
exemption levels for 2009 on estate taxes. 
Other amendments to fully extend the expiring 
2001 and 2003 'Bush' tax cuts failed on close 
votes (47-52), as did more expansive proposals 
on estate taxes. 

The House rejected alternative budgets from 
the Congressional Black Caucus, the 
Progressive Caucus and the Republicans, 
before adopting its own budget. The House 
budget resolution importantly contains 
reconciliation instructions that can allow, if 
included in the final joint resolution, a bill with 
tax increases (and cuts) to pass in the Senate 
with 51 votes instead of the usual 60 vote 
threshold. Whether there is a joint budget 
resolution and whether reconciliation is 
included in the final joint resolution remains to 
be seen. 

Senate Finance Asks for JCT Analysis of 
U.S. Taxation of Sovereign Wealth Funds 

Yesterday, the leaders of the Senate Finance 
Committee asked the Joint Committee on 
Taxation to describe and analyze the history, 
current rules, and policy background for on 
how sovereign wealth funds are taxed. This 
follows a recent posting by Prof. Victor 
Fleischer on the issue and a recent article in a 
tax journal. Some may recall Prof. Fleischer 
helped raise the profile of the taxation of 
carried interest, and apparently recent public 
interest in investments by sovereign wealth 
funds and/or interest by Prof. Fleischer and tax 
publications has intrigued the Finance 

Committee as well. Look for a hearing on this 
issue at some point, and the potential from 
some type of tax legislation clearly seems to be 
growing. 

Text of Letter 

House Passes Pension Protection Act 
Technical Corrections Bill Late in Week, 
Senate Will Take Up in April 

This week, the House passed H.R. 3361 (the 
Pension Protection Technical Correction Act 
of 2008) (Description) but had to fix a drafting 
miscue and as a result, the Senate was unable to 
process the bill before ending the week (at 2:00 
am this morning). The issue was over 
addressing a correction to the Pension 
Protection Act sought by governmental plans. 
At this point, the technical corrections bill is 
expected to pass the Senate in early April when 
it returns and be sent to the President. Since 
the House and Senate have passed similar 
versions of the bill (the Senate passed a version 
shortly before the end of 2007), the belief is 
that the Treasury Department can begin to rely 
on that for guidance purposes in the interim 
two weeks until the Senate returns. 

Senate Holds Hearing on Estate Tax 
Alternatives, No Action Expected This 
Year 

The Senate Finance Committee held a hearing 
this week entitled: "Alternatives to the Current 
Federal Estate Tax System." Chairman Baucus 
(D-MT) noted it was the second hearing this 
Congress focusing on estate tax reform and 
that a third would likely be held in April. 
Issues raised at the hearing included: (1) 
possible administrative burdens for the IRS; (2) 
accessions tax; (3) comprehensive inheritance 
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tax; (4) role of the government in estate 
taxation; (5) tax reform compliance with 
budgetary rules (PayGo); and (6) precautions 
for a transition to a different taxation system. 

Despite the hearings this year, and amendments 
in the budget resolution on estate taxes (see 
above), it is unlikely there will be any significant 
movement on estate tax issues this year. More 
likely, next year the issue could be addressed 
before the one year full repeal in 2010 and 
subsequent reversion to pre-2001 law in 2011. 

For more i nformation about tax issues you may email 
or call Christopher Hatcher at 202-659-8201. 

ENERGY 

Subcommittee Reviews Pipeline Safety 

On Thursday, the House Energy and 
Commerce Committee's Subcommittee on 
Energy and Air Quality held an oversight 
hearing on the implementation of the "Pipeline 
Inspection, Protection, Enforcement and 
Safety Act of 2006" ("PIPES Act", P.L. 106- 
468). Democrats, including Subcommittee 
Chairman Rick Boucher (D-VA) and Full 
Committee Chairman John Dingell (D-MI) 
criticized the Pipeline and Hazardous Materials 
Safety Administration (PHMSA) for missing a 
series of statutory deadlines included in the 
2006 Act. At the hearing, PHMSA 
Administrator Carl Johnson provided the 
Subcommittee with the agency's proposed 
guidelines for pipeline safety technical 
assistance grants for local communities, 
originally authorized in the 2002 Pipeline Safety 
Improvement Act. Johnson also promised 
action by June on an integrity management rule 
for gas distribution lines and by September on 
a rule for low stress pipelines, both of which 

were mandated in the 2006 pipeline safety 
legislation. 

Philip Wright, testifying on behalf of the 
Interstate Natural Gas Association of America 
(INGAA), called for repeal of the seven-year 
reinspection requirement for interstate natural 
gas pipelines. Johnson expressed PHMSA's 
support for repeal of the seven-year 
requirement. Subcommittee Chairman 
Boucher remarked that he is "undecided about 
what, if anything, we should do about" the 
reinspection requirement. Representative Jay 
Inslee (D-WA) expressed strong opposition to 
altering the seven-year mandate. The seven-
year reinspection requirement was included in 
the 2002 Pipeline Safety Improvement Act. 

Testimony from the Hearing. 

Markey and Democrats Criticize EPA 
Administrator On Climate Change Issues 

At a hearing yesterday in the House Select 
Committee on Energy Independence and 
Global Warming, Chairman Ed Markey (D-
MA) and other Democrats sharply criticized 
EPA Administrator Stephen Johnson for 
failure to act on an "endangerment" finding 
regarding greenhouse gas (GHG) emissions 
under the Clean Air Act. 

Markey also complained about the EPA's 
failure to provide the Committee with 
documents related to regulatory decisions on 
GHG emissions. Markey warned that "if the 
EPA does not make the documents available 
by the time the House returns, then this 
committee will use the full extent of its 
authority" to obtain the information it is 
seeking. 

Markey and other Democrats are pushing for 
the EPA to review whether GHG emissions 
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endanger human health or welfare in response 
to the Supreme Court's decision in Massachusetts 
v. EPA. After enactment of the "Energy 
Independence and Security Act of 2007" (P.L. 
110-140), the EPA reportedly ceased work that 
was underway to make an endangerment 
determination. However, Johnson testified at 
yesterday's hearing that: "EPA recognizes that 
the new energy law does not relieve us of our 
obligation to respond to the Supreme Court's 
decision in Massachusetts v. EPA. We are 
formulating a response as part of our 
development of an overall approach to most 
effectively address GHG emissions." 

The Select Committee's Ranking Member, 
James Sensenbrenner (R-WI), warned of the 
consequences of an endangerment finding. In 
a press release issued in conjunction with the 
hearing, Sensenbrenner stated: 

Should the EPA determine it should regulate 
greenhouse gases through an endangerment 
finding, the effects could be more far 
reaching than anyone imagines. We're not 
talking about just new cars and, ultimately, 
power plants. As Peter Glaser, of Troutman 
Sanders LLP, will testify to today, this could 
also include several types of buildings, 
including small factories, assisted living 
facilities, indoor sports arenas and even 
breweries. 

The dispute over the potential endangerment 
finding is running in parallel with the 
controversy surrounding the EPA's decision to 
deny California's request for a waiver under the 
Clean Air Act to regulate vehicle emissions of 
GHGs. Yesterday, House Government 
Oversight and Reform Committee Chairman 
Henry Waxman (D-CA) announced the 
issuance of a subpoena to compel the EPA to 
turn over 196 documents related to the 
California waiver decision. In a statement, 
Waxman said that the "documents must be 

provided to the Committee because they are 
relevant to the examination of the 
Administration's decision to reject California's 
efforts to reduce greenhouse gas emissions 
from automobiles." 

Chairman Markey's Press Release on the  
Hearing. 

Testimony from the Hearing. 

Ranking Member Sensenbrenner's Press  
Release. 

Government Oversight and Reform  
Committee Press Release on EPA Subpoena. 

Canada Unveils Revised Greenhouse Gas 
Plan 

On Tuesday, the Canadian government 
released its latest plan for reducing greenhouse 
gas (GHG) emissions. The core of the 
program mandates emissions reductions from 
industrial sources, including electricity 
generation and oil sands production. The plan 
establishes "a national target of an absolute 
20% reduction in greenhouse gases from 2006 
levels by 2020." Canada will require oil sands 
production facilities that begin operations in 
2012 or later to utilize carbon capture and 
storage technologies. The plan will also "end 
the construction of dirty coal-fired plants, 
starting in 2012." Coal generation facilities 
built after that date will be required to use 
carbon capture and storage or other "clean 
technologies." 

Information on Canada's GHG Plan. 

For more information about eneTy issues you may 
email or call Frank Vlossak at 202-659-8201. 
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FINANCIAL SERVICES 

Chairmen Propose Mortgage and Housing 
Rescue Plan 

House Financial Services Committee Chairman 
Barney Frank (D-MA) yesterday circulated a 
draft legislative proposal to address the housing 
problems. The draft legislation, which could be 
subject to further changes, is expected to be 
considered by the full House as early as the end 
of April, reflecting some urgency to take action. 

Senate Banking Committee Chris Dodd (D-
C1) also release a similar proposal, entitled the 
Hope for Homeowners Act, although 
legislative text is not yet available. Dodd and 
Frank have been working together in recent 
weeks on a legislative proposal. 

Chairman Frank's proposal would use the 
Federal Housing Administration (FHA) to 
administer the program, which would provide 
up to $300 billion in new guarantees to help 
distressed borrowers to refinance into lower 
cost FHA-backed mortgages. The lender 
would have to accept a significant write-down 
of principal, but would receive "a short 
payment from the proceeds of a new FHA loan 
if the restructured loan would result in terms 
that the borrower can reasonably be expected 
to pay." Mortgage lenders would be required 
to take a write-down sufficient to establish a 
5% loan loss reserve for the FHA and bring the 
LTV ratio on the new FHA loan to no more 
than 90% of the property's current appraised 
value. The lender would then have no further 
credit exposure from the borrower. The 
program would also allow provide the 
government a "soft second lien" to defer the 
costs to the government and prevent the 
borrower from flipping to earn a profit. As a 
result, when a borrower would sell the home, 

the borrower would pay the profits above a 
certain amount. 

The eligibility requirements would be only for 
owner-occupied principal residences for senior 
loans originated between January 1, 2005 and 
July 1, 2007. Additionally, the new FHA loan 
must be within the FHA loan limits and it must 
extinguish all existing liens and reduce the 
borrower's mortgage debt. 

The program would last for two years, but 
would also provide the HUD Secretary with 
flexibility to extend the program for additional 
six month periods, not to exceed a total of two 
more years). 

PWG Releases Recommendations on 
Credit Markets 

Yesterday, Treasury Secretary Hank Paulson 
announced the release of a President's Workin•  
Group (PWG) report that included 
recommendations intended to prospectively 
address problems relating to the mortgage and 
credit markets. The intent of the 
recommendations is to prevent the problems 
that contributed to the current credit crisis 
from recurring in the future. The PWG 
includes members of the Federal Reserve, 
Securities and Exchange Commission (SEC), 
Treasury Department, and Commodity Futures 
Trading Commission (CFTC). 

The PWG report addresses several aspects of 
the credit and mortgages markets, including 
recommendations to address the issues 
mentioned below. A number of the 
recommendations have already been included 
in proposed regulation or in legislation that has 
been introduced. 
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• Mortgage origination reform — Reforming 
parts of the mortgage origination process, 
including state 	implementation 	of 
nationwide licensing standards for 
mortgage brokers, and Federal Reserve 
adoption of stronger consumer protection 
rules and disclosures. 

• Securitiation — Enhancing disclosures and 
improving practices with respect to 
securitized products; 

• Credit Rating Agencies — Reforming credit 
rating agencies' processes for and 
practices regarding rating structured 
financial products 	(e.g. differentiate 
between ratings on structured financial 
products and other bonds); 

• Risk Management — Ensure global financial 
institutions to take steps to address risk 
management weaknesses; 

• Prudential Regulatog Policies — Ensure 
prudential regulatory policies applicable to 
banks and securities firms, including 
capital and disclosure requirements, 
provide strong incentives for risk 
management practices; 

• Infrastructure for OTC Derivatives — Amend 
credit derivative trade documentation, and 
develop a longer-term plan for automated 
OTC derivatives infrastructure. 

Hearing On Credit Card Bill Exposes Party 
Line Differences 

On March 13, the House Financial Services 
Subcommittee on Financial Institutions and 
Consumer Credit convened its first of two 
hearings on the "The Credit Cardholders' Bill 
of Rights: Providing New Protections for 
Consumers"  (H.R. 5244).  Chairwoman 
Carolyn Maloney (D-NY) introduced the 
legislation, which would prohibit practices such 
as double-cycle billing and universal default, 
require banks to give customers a 45-day notice 

of any interest-rate increases and grant 
cardholders the right to cancel their cards and 
pay off their existing balance at the current 
interest rate, if that rate increased. 

While Committee Democrats present were 
supportive of Maloney's legislation on the 
whole, arguing that it would offer important 
consumer protections, Committee Republicans 
at the hearing were concerned about the 
unintended consequences of the legislation and 
how it would impact the availability of credit in 
an already constrained economy. 
Subcommittee Ranking Member Judy Biggert 
(R-IL) and the Full Committee Ranking 
Member Spencer Bachus (R-AL) were generally 
supportive of waiting for the Federal Reserve's 
Regulation Z release and its promulgation 
of regulations designed address unfair and 
deceptive acts or practices in the credit card 
industry (pursuant to its authority under the 
Federal Trade Commission Act) before moving 
forward with legislation. But Maloney stated 
that she still wished to move forward with the 
legislation and announced that the next hearing 
on this topic would be held on April 9. 

For more information about financial services issues you 
may email or ca//Joe/ Oswald at 202-659-8201. 

BUDGET / APPROPRIATIONS 

House and Senate Adopt Fiscal 2009 
Budget Resolutions 

As noted in the "Taxes" section, above, the 
House and Senate passed their respective 
budget resolution versions. Both the House 
and Senate budget resolutions would spend 
more than President Bush proposed and aim to 
balance the budget by 2012 by assuming 
revenues from the expiration of some or all of 
Bush's tax cuts, as well as from the Alternative 
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Minimum Tax hitting more taxpayers after next 
year. Each budget assumes a one-year AMT 
"patch" for the current year, although the 
Senate patch would not be offset while the 
House includes budget reconciliation 
instructions intended to be used to avoid a 
Senate filibuster and enact a fully-offset patch. 
On the discretionary spending limit for annual 
appropriations bills, the House budget would 
allow a total of $25.4 billion more than Bush 
proposed for fiscal 2009 (including cap 
adjustments and advance funding), while the 
Senate's budget would provide $21.8 billion 
more. Bush proposed $991.6 billion in non-
emergency discretionary spending. 

GOP Earmark Task Force Reaches 
Consensus 

The five-member task force charged with 
recommending how Senate Republicans should 
deal with earmarks has reported back to 
Minority Leader McConnell. Richard Lugar, 
the task force's chairman, yesterday said the 
group had reached an agreement, but he 
declined to say what his group recommended. 
The task force faced a March 15 deadline, and 
many observers believed it unlikely that it could 
reach consensus, given the range of opinions 
represented (the Senate's top GOP 
appropriator, Thad Cochran, and earmarks 
opponent Senator Tom Coburn both served on 
the task force). McConnell, who formed the 
panel in January, is expected to keep the panel's 
recommendations under wraps until after the 
Senate completes work on the fiscal 2009 
budget resolution. The three top presidential 
contenders, all senators, have recognized the 
growing political potency of the earmarks 
debate. Senator John McCain, the presumed 
Republican presidential nominee and a 
longtime critic of earmarks, has been stepping 
up his rhetoric. And Senators Clinton and 

Obama have spent the week turning 
themselves into critics of the practice, even 
though both have been requesting earmarks for 
years. 

The Senate late session last night killed 
Republican Jim DeMint's proposal to impose a 
one-year moratorium on earmarks. The 
amendment was endorsed by the three 
presidential candidates, but the amendment fell 
on a procedural vote, 29-71, after a point of 
order, which required 60 votes to waive, was 
raised against it because it was ruled "non-
germane" to the budget resolution. 

For more information about budget and appropriations 
issues you may email or call Jenny DiJames at 202- 
659-8201. 
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