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OVERVIEW: 

With the swearing-in of the 115th Congress on January 3 and inauguration of Donald Trump on January 

20, lawmakers have started plowing through legislation and nomination hearings at an epic pace. Their 

first move was a late night, closed-door decision to gut the Office of Congressional Ethics, a decision 

they reversed the next day due to public outcry and criticism from Trump on Twitter. Next they 

approved rules for each chamber that included a continued ban on earmarks as well as legislation to cut 

down on regulations. Now Congress is simultaneously working to push through Trump’s nominations 

and finalize a reconciliation bill that includes a repeal of the Affordable Care Act, or Obamacare.  

The priorities for this Congress and the Trump Administration continue to be repealing Obamacare, 

cutting back and reversing numerous regulations, increasing defense spending and providing tax reform, 

some specifically targeted for startups. But debates continue between the Republican Congress and 

President Trump about reforming and cutting Medicaid and Medicare, broader entitlement reform, an 

infrastructure bill, and drug pricing. Which will win on these issues is up in the air, especially with recent 

polling showing Trump’s approval rating at 40%, which is 20 points below those for any of his three most 

recent predecessors. 

 In addition, on January 21, the day after the inauguration some 600 women’s demonstrations/marches 

occurred in 7 continents including millions of people. In Washington, D.C. alone, the over 500,000 

people shut down the streets from 10am to 4pm. Subsequent discussions of how many attended the 

inauguration of Trump v. Obama and then these marches dominated the news the entire weekend. In 

any case, the new president and his team went to the CIA as the first official event for the Trump 

Administration and are now ready to get to work so we expect the hectic pace to continue right up to 

the next congressional recess during the week of February 20-24.  

 

INAUGURATION 

On January 20, President Donald J. Trump was sworn in as the United States of America’s 45th 

President. In attendance were former Presidents Jimmy Carter, George W. Bush, and Bill Clinton, as well 

as former Secretary of State and presidential candidate Hillary Clinton, Democratic primary candidate 

Bernie Sanders, and most Members of Congress, once again demonstrating the unified sentiment of a 

peaceful transition of power. President Trump’s inaugural address mirrored language from the 
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campaign trail with a populist message about returning power to citizens and a nationalist message 

about America always coming first. Trump pointed to areas that need to change and will change under 

his leadership: depletion of our military, lack of defense of our borders, the uniting of the civilized world 

against radical Islamic terrorism, America's damaged infrastructure, factories that have shuttered and 

left America, dwindling wealth of the middle class, education system, drug abuse, gang violence, 

miseries of disease, and the harnessing of the energies, industries and technologies of tomorrow. He 

said, “This American carnage stops right here and stops right now,” and in an unprecedented move, the 

new president criticized the very people sitting behind him on the stage. “For too long, a small group in 

our nation's Capital has reaped the rewards of government while the people have borne the cost. 

Washington flourished -- but the people did not share in its wealth. Politicians prospered -- but the jobs 

left, and the factories closed.” President Trump ended his remarks with: “Together, we will make 

America great again.” 

 

POLITICAL APPOINTEES 

There are 690 political appointee positions that President Trump must fill. He has selected the top 

positions and will work over the next few months to send the rest of his picks through the senate for 

confirmation. Here is the latest: 

 General James Mattis for Secretary of Defense – hearing occurred, confirmed. 

 General John Kelly for Secretary of Homeland Security – hearing occurred, confirmed. 

 Rep. Mike Pompeo (R-KS) for Director of the CIA – hearing occurred, vote expected 1/23. 

 Senator Jeff Sessions (R-AL) for Attorney General – hearing occurred. 

 Rex Tillerson for Secretary of State – hearing occurred. 

 Elaine Chao for Secretary of Transportation – hearing occurred. 

 Ben Carson for Secretary of Housing and Urban Development – hearing occurred. 

 Betsy DeVos for Secretary of Education – hearing occurred. 

 Rep. Ryan Zinke (R-MT) for Secretary of the Interior – hearing occurred. 

 Rep. Tom Price (R-GA) for Secretary of Health and Human Services – 1 of 2 hearings occurred. 
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 Wilbur Ross for Secretary of Commerce – hearing occurred. 

 Scott Pruitt for Administrator of the Environmental Protection Agency – hearing occurred. 

 Governor Nikki Haley for Ambassador to the UN – hearing occurred. 

 Steve Mnuchin for Secretary of the Treasury – hearing occurred. 

 Governor Rick Perry for Secretary of Energy – hearing occurred. 

 Rep. Mick Mulvaney (R-SC) for Director of Office of Management and Budget – hearing scheduled for 

1/24. 

 Linda McMahon for Administrator of the Small Business Administration – hearing scheduled for 1/24. 

 Andrew Puzder for Secretary of Labor – hearing scheduled for 2/2. 

 David Shulkin for Secretary of Veterans Affairs – hearing yet to be scheduled. 

 Governor Sonny Perdue for Secretary of Agriculture – hearing yet to be scheduled. 

 Robert Lightizer for U.S. Trade Representative – hearing yet to be scheduled. 

 Jay Clayton for Chairman of the SEC – hearing yet to be scheduled. 

 Senator Dan Coats (R-IN) for Director of National Intelligence – hearing yet to be scheduled. 

 Todd Ricketts for Deputy Secretary of Commerce – hearing yet to be scheduled. 

 Rod J. Rosenstein for Deputy Attorney General – hearing yet to be scheduled. 

ENDING REGULATIONS AND REVERSING OBAMA ADMINISTRATION’S RULES 

One of the first measures passed by the House in the 115th Congress is the Regulations from the 

Executive in Need of Scrutiny Act of 2017 (REINS Act). It gives Congress the power to approve or deny 

regulations enacted by federal agencies that are expected to have an economic cost of that exceeds 

$100 million. If this were enacted previously, it would have likely killed a rule like the Clean Power Plan, 

which the Environmental Protection Agency (EPA) finalized last year to limit carbon-dioxide pollution 

from America’s power plants due to scientific data indicating carbon-dioxide emissions cause climate 

change. Under the new REINS Act, such a rule would only have gone into effect if Congress voted in 

favor of it within 70 days of its creation. If Congress did not to vote on it, it would not have gone into 

effect. Although the Clean Power Plan is stalled anyway in federal litigation, the importance of the REINS 

Act is how is shifts power away from the Executive branch to Congress to ensure it has the last word. 
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Another piece of legislation that sailed through the House in early January is the Regulatory 

Accountability Act. It would require the executive branch to craft regulations that cost the least to 

achieve the intended result. In addition, Republican lawmakers are developing a list of Obama-era rules 

they want to jettison under the Congressional Review Act, which is an existing law that allows Congress 

to vote on removing regulations issued by the White House in the past six months. Among more than 

240 executive orders signed by former President Obama since he took office in 2009, about 27 relate to 

the workplace or societal actions that benefit minorities, younger workers and under-served 

communities among federal contractors and employees. The Labor Department estimates there are 

about 24,000 companies employing 28 million workers that could be affected by such presidential rules. 

Any changes could have wide-ranging implications in compensation, paid leave, diversity in hiring, and 

protection for gay and transgender employees in the workplace. Some rules Congress may choose to 

reverse include rules aimed at preventing coal companies from polluting streams used for drinking 

water, increasing the number of employees eligible for overtime pay, and curbing methane emissions 

from oil and gas producers. We expect both of these House-passed bills to pass the Senate and many of 

the rules implemented by former President Obama to be reversed although some Democratic Senators 

may try to challenge this effort. 

 

BUDGET AND APPROPRIATIONS 

The House adoption Friday of the fiscal 2017 budget resolution marks a milestone in what could be a 

tumultuous budget year. Republicans are expected to pass two reconciliation bills: (1) to repeal the 

Affordable Care Act in FY2017 and (2) to overhaul the tax system in FY2018. This will mark the first time 

since 2006 that two filibuster-proof reconciliation bills were passed the same year. It will also be the first 

time since the passage of the 1974 Congressional Budget Act that Congress has had two separate rounds 

of reconciliation connected with two different fiscal year budgets. In a private meeting last week, 

Speaker Paul Ryan (R-WI) said he is determined to use the budget process to push through Obamacare 

repeal, tax reform and entitlement reform within this Congress. 
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Budget Reconciliation and Obamacare 

In a near party-line 227-198 vote, the House passed a budget resolution that paves the way for repeal of 

Obamacare on Friday. This resolution was adopted by the Senate 51-48 early on January 12, after a 

seven-hour vote-a-rama featuring back-to-back votes on multiple amendments. Senator Rand Paul (R-

KY) was the only Republican to oppose it on the final vote. The resolution instructs the Senate and 

House committees to report legislation by January 27 that can be used to repeal key portions of the 

Affordable Care Act. This resolution doesn’t specify what the resulting reconciliation bills would contain, 

but the plan is to use the expedited procedures to send President Trump legislation repealing or 

undoing parts of the 2010 healthcare law (Public Law 111-148 and Public Law 111-152). Last year, 

former President Barack Obama vetoed a reconciliation bill passed by both chambers that would have 

achieved this result. In addition to Obamacare repeal, this budget resolution sets spending, revenue and 

deficit targets for FY 2017-26 and calls for no net change in federal revenue levels. It projects deficits 

throughout the period covered by the resolution, including a more than $1 trillion deficit in FY 2026, 

when the total public debt would reach $29.1 trillion. However, it also includes a $2 billion reduction to 

the deficit due to changes to the healthcare law. It requires the committees of jurisdiction to produce 

legislation to reduce the deficit by at least $1 billion from FY 2017-26 by January 27. It adheres to the 

$1.07 trillion cap set forth under the Budget Control Act, rather than imposing spending cuts sought by 

conservative members. The resolution sets no penalty for missing the January 27 deadline, which is 

possible with the numerous nominations and significant activity Congress is trying to manage. 

FY 2018 Budget 

In the FY 2018 budget, Republicans are aiming for significant tax reform that may also include 

entitlement reform, plus setting new spending caps that if left unchanged would result in a $5 billion fall 

in base spending from current levels. The biggest challenge will be finding a compromise between 

conservatives’ insistence on a balanced budget with Trump’s reluctance to touch the entitlement 

programs that are driving deficit and debt growth. In past budgets, eliminating the deficit has required 

assuming trillions of dollars in spending cuts, a challenging sell in the Senate. Options include tweaks or 

comprehensive rewrite of the 2011 deficit reduction law that established the discretionary spending 

caps through FY 2021. Another debate is over spending cuts. President Trump's team is considering 

major cuts to government agencies for its first budget, with projections of reducing spending by $10.5 

trillion over 10 years that entail eliminating the National Endowment for Arts, Minority Business 
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Development Agency, and the Economic Development Administration, among others. This plan is based 

on conservative blueprints from the Republican Study Committee and the Heritage Foundation. No final 

version of a budget proposal is expected for a couple months. 

Debt Ceiling 

The debt ceiling expires on March 15. The use of extraordinary measures likely will allow the 

government to continue to borrow for several months, delaying the need to act. But for the first time 

since George W. Bush was president, it will be a Republican president who will have to ask for an 

increase. 

 

HEALTH 

Obamacare Repeal 

The details on the repeal and replace effort are still being hammered out. Republicans have their work 

cut out for them, as a recent Kaiser Family Foundation poll shows only 20% of Americans favor an 

immediate repeal without a replacement. The options include Republicans using the reconciliation 

process to alter the individual mandate; reducing, rather than stripping away, subsidies; or phasing out 

Medicaid expansion funds. They could change federal commitments to paying insurance plans for taking 

on the additional risk of exchange enrollees. But even if Republicans don’t completely repeal the law, 

most actions risk invalidating federal contracts with insurers and would allow them to exit the 

exchanges early. This could kill the private–public cooperation of the exchanges and start to move some 

20 million Americans from insured to uninsured. Because reconciliation language must involve 

budgetary matters, some items such as the current ban on insurance plans denying coverage for pre-

existing conditions cannot be included and must be in the Obamacare replace legislation that does need 

Democrats in the Senate to pass. This requirement to provide coverage for pre-existing conditions is not 

only universally popular but it also requires an individual mandate to work.  

 

The individual mandate is what Republicans loathe, but with no means to compel healthy people into 

purchasing insurance, only the sick (and costly) patients will sign up for insurance, and if insurers can’t 

deny those with pre-existing conditions coverage, they can’t create profit for insurers. Insurance 

companies would likely leave the markets altogether before they start taking more losses. Despite these 

challenges President Trump has said he will provide "insurance for everybody," and he's going to push 
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for the government to be able to negotiate prescription drug prices for Medicare and Medicaid. 

However, neither of these ideas are under consideration by the Republicans in Congress developing the 

replacement plan. 

Medicaid 

There are 16 states with Republican governors who have adopted the core piece of Obamacare and 

expanded Medicaid to increase the number of insured in their states. They are now teaming up to 

defend it and Ohio Governor John Kasich is leading the effort. He joined other governors on Capitol Hill 

to tell congressional Republicans to preserve expansion in any replacement package. Kasich has sent 

letters to Congress and publicly stated that this program has benefited 700,000 residents, brought the 

state's uninsured rate to record lows and provided necessary treatment for those with substance abuse 

and mental health issues. 

Medical Device Tax Repeal 

Last week, Senators Orrin Hatch (R-UT) and Amy Klobuchar (D-MN) took the first step toward enacting a 

permanent repeal of the medical device tax. Joined by Senators Robert Casey (D-PA), Joe Donnelly (D-

IN), Al Franken (D-MN), Johnny Isakson (R-GA), Rob Portman (R-OH), Jeanne Shaheen (D-NH), Pat 

Toomey (R-PA) and Todd Young (R-IN). Meanwhile in the House, Rep. Michael Turner (R-OH) was joined 

by Rep. Dave Joyce (R-OH) in introducing similar legislation but that only applies to emergency medical 

devices. We understand Reps. Erik Paulsen (R-MN) and Ron Kind (D-MN) are planning to introduce a 

House version of the senate bill to repeal the medical device tax. Legislation is needed to end the tax 

because at the end of 2015, Congress passed a two-year suspension of the tax that expires on December 

31, 2017. 

21st Century Cures Act 

The 21st Century Cures Act was officially signed into law on December 13, 2016 by former President 

Obama, marking a rare show of bipartisan cooperation in the final days of the 114th Congress. This 

nearly 1,000-page piece of healthcare legislation includes numerous FDA regulations that aim to speed 

up the approval process, authorizes funding for new and existing research programs within the NIH, and 

highlights emerging priorities within mental health and opioid abuse, regenerative medicine, and 

precision medicine. G2G has written a summary of this legislation with the regulatory changes organized 

by subject matter, followed by funding levels that you can find here. 

 

http://www.g2gconsulting.com/bioscience-corner
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Small Business HRAs 

The 21st Century Cures Act allows small employers to provide standalone Health Reimbursement 

Arrangements (HRAs) to employees without paying penalties imposed by the Affordable Care Act. This 

means the employers can reimburse employees for purchasing individual insurance coverage, rather 

than providing group health plans. Effective January 1, 2017, the law permits employers to set aside 

money in HRAs for employees to spend on health care expenses during the year, within certain limits. 

The money isn't included in the employee's taxable income, and withdrawals used to pay qualified 

expenses are tax-free. The HRA can be used to pay qualified medical expenses, as well as co-insurance, 

co-payments and deductibles. For this reason, an HRA is often paired with a high-deductible health 

insurance plan. If the balance in an employee's HRA is used up before the end of the year, he or she 

must pay any additional expenses out-of-pocket, or the employer may allow the employee to roll over 

any unused funds to the next year. 

Drug Pricing 

The Health Resources and Services Administration finalized a rule that outlines how the ceiling price is 

calculated for drug companies participating in the 340B drug pricing program, which mandates steep 

discounts on drugs to safety net providers. The rule specifies that companies must charge a penny per 

unit if calculations result in a ceiling price that equals zero. This can occur if the company sharply raises a 

drug's price and triggers an inflationary penalty. The rule also explains how civil monetary penalties will 

be imposed on companies that intentionally overcharge for the drugs, and it requires manufacturers to 

offer refunds, rather than rely on the safety net providers to request the refunds. Companies can be 

fined up to $5,000 for each instance. 

Trump announced he plans to address high drug prices in his first press conference since being elected 

president. However, Republicans in Congress do not agree on this approach. Democratic Senators 

Sherrod Brown (D-OH) and Al Franken (D-MN) sent a letter to President Trump urging him to prioritize 

prescription drug price reform and promising Senate Democrats are ready to partner with Trump on 

this. Democrats are pushing to let the Department of Health and Human Services (HHS) negotiate drug 

prices, stop unjustified price hikes through legislation, and improve competition by banning actions that 

block generic competitors from entering the market. 
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Organ Transplants 

Reps. Kevin Yoder (R-KS) and Eddie Bernice Johnson (D-TX), along with 68 other Members, are calling on 

HHS to immediately withdraw the United Network for Organ Sharing's proposal for liver transplants. The 

proposal is designed to change the geographic regions for transplants to better match organ supply with 

demand and make access more equitable. According to UNOS, patients living in rural and minority 

communities don't receive organs until they are much sicker than liver transplant patients living in more 

urban regions. But according to the 70 lawmakers who sent letter to HHS, the UNOS proposal would 

reduce patient access, increase transplant costs, come with logistical challenges, and unfairly targets 

areas of the country that have made strong efforts to increase organ donation rates. 

Tax Changes for Entrepreneurs and Startups 

The House GOP tax blueprint and President Trump's campaign tax proposals would benefit 

entrepreneurs by lowering the capital gains rate and redefining income tax brackets, but there are some 

differences. The House plan would reduce the effective rate on new corporate investments to zero, 

eliminate interest deductions, and tax “supernormal returns,” which often occur with young, successful 

startups, such as technology companies that have accelerated growth before leveling off. Some are 

concerned this plan could raise the cost of borrowing, reducing the value of firms and therefore force 

entrepreneurs to pay more taxes. In the alternative, the Trump plan proposes a 15% tax rate for 

business income that could help small businesses grow but could also drain the Treasury of significant 

revenue. With most young and growing businesses dealing in losses, they typically don't have gains from 

other areas of the business to offset them like larger companies do so offering a way for startups to 

offset those losses, would incentivize taking entrepreneurial risks. Therefore, refundable credits are 

being considered as opposed to full loss offsets to businesses that could encourage the creation of tax 

shelters. Finally, Trump supports ending the carried interest tax break, which allows investment fund 

managers to pay tax on profits at capital gains rates rather than higher ordinary income tax rates. 

 

DEFENSE 

FY 2017 and FY 2018 Funding 

For FY 2017, President Trump is planning to ask Congress for defense supplemental funding early this 

year, according to Rep. Rodney Frelinghuysen (R-NJ), Chairman of the House Appropriations Committee. 

A request for emergency supplemental funding would sidestep budget caps in law by routing the money 
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through the Overseas Contingency Operations (OCO) fund, intended originally for overseas operations 

and wartime support. Both Rep. Frelinghuysen and Rep. Mac Thornberry (R-TX), Chairman of House 

Armed Services Committee, are proponents of additional defense money, along with Senator John 

McCain (R-AZ), Chairman of the Senate Armed Services Committee. 

For FY 2018, Chairman McCain is set to propose a military buildup that would add nearly half a trillion 

dollars to the defense budget over the next five years and surpass the spending caps mandated by the 

2011 Budget Control Act, which will expire after 2021. Both Chairmen McCain and Thornberry have long 

contended that former President Obama has not proposed defense budgets sufficient to meet global 

threats. Specifically, the plan calls for $640 billion in defense spending for FY 2018, $54 billion above 

current projections. Combined with $60 billion in projected spending for overseas operations in Iraq, 

Afghanistan and elsewhere, that would bring total defense spending next year to over $700 billion. That 

compares with $611 billion authorized for this year — including for the Pentagon, Department of 

Energy, and separate war funds. Including war funding, defense spending would reach over $800 billion 

in FY 2022, according to the McCain plan. 

For the Army, this plan would add 8,000 troops per year through 2022; for the Marine Corps, it would 

increase by about 3,000 per year to reach 200,000 by FY 2022; and for the Navy, the plan acknowledges 

the Navy can’t reach its goal of 355 ships — 81 over the current size — in just five years and instead calls 

for buying 59 ships in five years. For the Air Force, it calls for 60 combat squadrons of about 1,500 

combat aircraft and proposes purchasing 73 additional F-35 Joint Strike Fighters for the Air Force and 20 

extra F-35s for the Marine Corps through 2022. To further beef up the fighter force, it calls for the Navy 

to purchase an extra 58 F/A-18 Super Hornets and 16 EA-18G Growlers over the next five years. As for 

R&D priorities, the plan would increase funding to field new capabilities, highlighting cyber and space 

capabilities, unmanned systems, directed energy, electronic warfare and nanotechnology. Meanwhile 

Trump has also called for a massive defense buildup, including boosting the Army to 540,000 active-duty 

soldiers, increasing the Navy to 350 warships and adding 1,200 new Air Force fighter jets. 

NDAA 

In December, the House and Senate overwhelmingly passed the annual National Defense Authorization 

Act (NDAA) with bipartisan support. The $619 billion budget blueprint for FY 2017 halts a drawdown in 

the size of the Army and Marine Corps and overturns Pentagon plans to close military bases. The bill 
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calls for $3.2 billion more in base defense funding than Obama requested, plus an additional $5.8 billion 

in White House-requested war dollars. It begins reversing cuts in training and maintenance through an 

infusion of readiness dollars. And it halts a drawdown in the size of the Army and Marine Corps, 

authorizing 476,000 active-duty soldiers — 16,000 more than requested — and 185,000 Marines that is 

3,000 more than requested. 

The measure also includes a 2.1% pay raise for troops, well above the 1.6% requested by the 

administration. Republicans were unable to add Lockheed Martin-made F-35 fighter jets and Boeing F-

18 Super Hornets that were not requested by the White House but that the military service branches 

had signaled they wanted. As they negotiated a final version of the defense policy measure, lawmakers 

shelved contentious riders related to endangered species protections for the greater sage grouse and 

workplace protections based on sexual orientation. Negotiators also ditched language included in the 

Senate-passed bill that would have required women to register for the military draft, a provision 

unpopular with conservatives. The NDAA includes major Pentagon overhauls that will take months to 

get underway, including elevating the U.S. Cyber Command, currently an arm of Strategic Command, to 

be a unified combatant command. In addition, the legislation includes a controversial provision, pushed 

by McCain, that would split the responsibilities of the Defense Department's undersecretary of 

acquisition, technology and logistics — the Pentagon's chief weapons buyer — into two jobs: an 

undersecretary for research and engineering and an undersecretary for acquisition and sustainment. 

SBIR/STTR 

Finally, the SBIR/STTR programs, which are funded from set asides from the R&D budgets of 

participating federal agencies were reauthorized in the NDAA until 2022. Previously, it received 14 

short-term extensions before Congress was able to pass the last reauthorization in 2012 so this is a 

major success. For every $1 invested by the taxpayer, SBIR/STTR returns approximately $3 in sales of 

new products, $2 in tax revenue for, and $12 in total economic output. 

 

SCIENCE AND TECHNOLOGY 

In December, the Senate passed the American Innovation and Competiveness Act (AICA), a slimmed 

down version of the America COMPETES Act, which lays out a multiyear framework for federally funded 

science ranging from biomedical research to Energy Department basic science programs. Unlike the 
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controversial bill House Science Chairman Lamar Smith pushed last year, AICA doesn't include specific 

subject-related funding authorization levels and largely avoids DOE programs. First enacted in 2007 and 

last updated in 2010, the COMPETES law has been used to set policy for the National Science 

Foundation, the National Institute of Standards and Technology, the Office of Science and Technology 

Policy, the Department of Energy Office of Science, and various STEM education programs across the 

federal government. Most recently, the House approved COMPETES reauthorization in 2015, but the bill 

faced strong opposition from the scientific community and key Democrats, and the Senate never took it 

up. One controversial aspect of the House’s COMPETES bill was that it authorized funding levels for 

specific NSF directorates rather than only providing a top-line number for the agency, as had been the 

norm in recent years. For instance, the bill set the authorized amounts for the geoscience and social 

sciences directorates at more than $100 million below their prior year amounts. With a new Congress, 

legislation is likely to be re-introduced later this year. 

 

LEADERSHIP 

Within Congress some new leaders have emerged, including Rep. Diane Black (R-TN) stepping up as 

Interim Budget Committee Chair while current Chairman Price is being considered for HHS Secretary. 

Rep. Brad Wenstrup (R-OH) has become Chairman of the Subcommittee on Health for the Committee on 

Veterans Affairs. Rep. Frelinghuysen became Chair of the Appropriations Committee and Kay Granger 

(R-TX) became the Defense Appropriations Chair. Also, the House Energy and Commerce Committee is 

now chaired by Greg Walden (R-OR). The Senate is still finalizing committee assignments and leadership 

positions. With new leaders come new priorities, which will dominate legislation that moves through 

Congress over the next two years. 

 


