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Welcome to the May edition of the CEO Report, POLITICO Pro's high-level outlook on the policy issues driving the month 

... and beyond. 

One spending fight ends as another is teed up: Seven months into fiscal 2017, bipartisan leaders clinched a spending 

deal Sunday night to fund the government through September. The agreement, which must still be cleared, offers wins 

for both parties: It delivers $15 billion in new defense spending to fight terrorism and a $1.5 billion increase for border 

security - although no money for President Donald Trump's marquee wall along the U.S.-Mexico border. It also includes 

$2 billion in new spending for the National Institutes of Health, a down payment on former President Barack Obama's 

cancer moonshot, and extends expiring health benefits to coal miners. 

And we're onto 2018: The deal is being wrapped just as the president's budget blueprint for fiscal 2018 lands. Trump's 

full budget blueprint is set to debut the week of May 22 - one week later than previously planned. That document is 

expected to enumerate the domestic cuts and $54 billion military boost the White House proposed in March and will 

serve as a benchmark as lawmakers begin to craft spending bills for funding the government starting Oct. 1. 

Fasten your seatbelts: The release of the president's budget typically kicks the appropriations process into high gear - 

starting with Appropriations subcommittee hearings featuring Cabinet secretaries and the heads of various sub-agencies 

justifying their requests. 

Things are likely to be bumpier this year not just because of controversial proposed domestic funding cuts, but because 

Trump has not filled the vast majority of openings across a wide range of agencies. At EPA, DOE and Interior, for 

example, no one is working in a Senate-confirmed spot below the administrator or secretary, notes Politico Pro energy 

and transportation editor Matt Daily. There are 14 of 15 such positions open at EPA, 18 or 19 at Interior and 18 of 19 at 

DOE (not including nuclear-security jobs). 

Big cuts outlined for EPA: Trump has already proposed a 31 percent cut to EPA's budget, and his initial proposal called 

for axing climate change, clean energy and environmental programs across the federal government, including at the 

Energy and Interior departments, NOAA, NASA and other agencies. 

Even defense hawks who argue Trump's budget is too small to sustain a major military buildup will have their work cut 

out for them. Lawmakers crafting the annual National Defense Authorization Act and appropriations bills will need to 



maneuver around the caps set by the 2011 Budget Control Act, limiting defense spending to $549 billion for the new 

fiscal year, beginning Oct. 1. - well below Trump's proposed $603 billion and the $640 billion preferred by defense 

hawks. 

HEALTH CARE  

Could GOP stars be aligning? It's a do-or-die moment for House Republicans to pass their long-stalled Obamacare repeal 

bill. GOP leaders agree with White House officials this time that they're within striking distance of a majority to pass the 

legislation. But with the House scheduled to leave town for a one-week recess on Thursday, the window is closing fast, 

report Rachael Bade, John Bresnahan and Kyle Cheney. Some senior Republican officials are advising Speaker Paul Ryan 

to cancel the recess if needed, and to keep the House in session until they have the votes. House GOP leaders say 

publicly that they have until around the end of the month to pass a health care overhaul bill. The reason has to do with 

arcane but critical parliamentary rules and the sequencing of big-ticket GOP agenda items. 

Children's health program faces key deadline - Congress this month will also hold its first hearings on the fate of another 

health insurance program - this one covering kids. Funding for the popular Children's Health Insurance Program, which 

covers almost 6 million kids, is set to expire in September without additional funding. Even as the GOP presses ahead 

with its repeal of Obamacare, lawmakers are expected to extend CHIP, which is now in its 20th year. It's unknown how 

long of an extension lawmakers are likely to agree upon, or whether Republicans will try to pare back boosted CHIP 

funding levels included in Obamacare. 

Busy month for the drug industry - Trump's pick to run the FDA, Scott Gottlieb, is likely to get a confirmation vote in the 

full Senate after the HELP Committee advanced his nomination last week. Congressional committees this month are also 

trying to finalize a number of must-pass user fee agreements with drug and device makers that partly fund the FDA's 

work. The White House is also planning a May 8 meeting with some drug executives and National Institutes of Health 

officials to discuss federal funding - a particularly timely issue after Trump proposed cutting NIH's budget by nearly 20 

percent. That same week, the board of the nation's largest drug lobby, PhRMA, will vote on new membership rules 

meant to keep price gougers from joining its ranks. - Jason Millman 

TAX 

If you thought health care was difficult: Tax reform is finally teed up for more attention this month from the House Ways 

and Means Committee. Expect debate to continue on whether the goal should be permanent tax reform or something 

with a shorter shelf life. Another contentious subject is the need to find revenue to balance tax cuts. Friction is evident 

between White House officials and Congress over permanency and pay-fors, with the administration open to ditching 

both ideas. 

 

Hearings are expected to advance legislation, with at least one expected to focus on the import tax border adjustment 

idea that was postponed in April. 

The panel's chairman, Rep. Kevin Brady (R-Texas), has said he wants openness on tax reform. Still, members are heavy 

into closed-door meetings - almost daily when in Washington - and they even huddled late last month over part of a 

weekend, a rarity since they're not normally in town on Sundays. They're receiving voluminous material on their options, 

to help them make choices and also to provide tutorials so they can educate rank-and-file House Republicans not on 

Ways and Means. 

The Commish: The Trump administration might be in the final phase of choosing a successor to IRS Commissioner John 

Koskinen, who has said he will retire when his term expires in November. House Republican efforts to impeach Koskinen 

or convince Trump to fire him - allegedly for mishandling the aftermath of the conservative targeting controversy - seem 

to have sputtered out. Koskinen has urged the administration to nominate a successor no later than mid-spring, so he or 

she can get through vetting and Senate confirmation and be ready to take over in November. 



"We're close to making a final decision on that and the president and I have been discussing it," Treasury Secretary 

Steven Mnuchin said recently. So far, no names have leaked. - Aaron Lorenzo and Toby Eckert  

FINANCIAL SERVICES 

House guns for Dodd-Frank: The House will accelerate Republican efforts to undo the Dodd-Frank Act, the sweeping 

2010 law that rewrote financial market rules. The Financial Services Committee will vote on Chairman Jeb Hensarling's 

Financial CHOICE Act, which repeals and replaces key aspects of Dodd-Frank, to be followed by a floor vote probably by 

the end of the month. The bill will face a wall of opposition in the Senate, and the Trump administration hasn't yet 

weighed in with its own detailed proposals, but the Choice Act will help frame the debate as the first out of the gate. 

Meanwhile, Mnuchin will wind up his efforts to get feedback and proposals from the nation's top financial market 

regulators ahead of his much-awaited report in early June on how the rules could be improved. Treasury staffers have 

already held more than a dozen meetings with financial firms, think tanks, consumer groups and other stakeholders. 

Puerto Rico deadline: Puerto Rico faces a deadline today to resolve its debt crisis or else go bankrupt. Congress last year 

gave the commonwealth some breathing room to renegotiate its $70 billion in debt with creditors, but Gov. Ricardo 

Rossello has failed to do so. Rossello traveled to Washington in April seeking help, including desperately needed 

Medicaid funding, from Congress. 

Fed meeting: The Federal Open Market Committee, the Federal Reserve's top policy-making body, will meet again early 

this month. While the FOMC is viewed as more likely to pull the trigger on another rate hike in June, the markets will be 

closely watching its closing statement for clues on which way the central bank is headed. 

Crawling toward confirmation: The Senate is expected early this month to finally confirm Jay Clayton to chair the 

Securities and Exchange Commission, four months after he was nominated by Trump. Still, Christopher Giancarlo, the 

acting chair of the Commodity Futures Trading Commission, hasn't even had a hearing on his nomination to become 

chairman of the derivatives regulator. Among other financial officials still waiting for hearings are a batch of Treasury 

nominees including the deputy secretary and a couple of undersecretaries. 

'Conflict minerals': The SEC is likely to consider changes to its controversial "conflict minerals" rule, which requires 

companies to reveal where they obtained minerals such as tin, tungsten and gold in their supply chain so consumers can 

know the substances weren't sold by armed gangs in war-torn regions. The rule is popular with human rights groups and 

opposed by many businesses. The SEC's acting chair, Michael Piwowar, asked for the review, and a decision is likely 

shortly after Clayton is confirmed to head the agency. - Mark McQuillan 

TRADE 

Turning the Light(hizer) on: The foremost item on the trade agenda this month will be the confirmation of Robert 

Lighthizer to be U.S trade representative, which is expected as soon as this week. From there, in quick succession, trade 

watchers should expect the White House to send formal notification to Congress of its intent to reopen NAFTA, which 

sets off a 90-day clock before the Trump administration can sit down at the bargaining table with Canada and Mexico. 

Some in Congress and in the private sector hope Lighthizer's confirmation and the formal notification will lead to more 

clarity on specific points the administration will be pushing for in the NAFTA 2.0 talks, which are likely to begin in August. 

Backup for Bob: Lighthizer's confirmation could also spur the White House to put forward nominations for various open 

positions at the Office of the U.S. Trade Representative, including three deputy positions as well as chief agricultural 

negotiator and chief intellectual property and innovation negotiator. 

Those pesky trade deficits: May 18 will mark a major step forward in the administration's examination of causes of all 

trade deficits the U.S. runs with trade partners. The Commerce Department and USTR will hold a joint hearing to gather 

material for a report due on the subject by the end of June. Foreign ambassadors are welcome to testify, though they 

can also submit material online through May 10 instead. On May 24, Commerce will hold another hearing on whether to 

restrict steel imports on national security grounds. 



Yes, you can spell 'TPP resuscitation efforts' without U.S.: Twice this month, the U.S. will be left out of talks while senior 

trade officials from the 11 other Trans-Pacific Partnership countries meet to attempt to revive the moribund agreement 

without the participation of the world's largest economy. Officials will first meet in Toronto on Tuesday and Wednesday. 

That gathering will serve as a preview for a second meeting on the sidelines of the APEC trade conference in Hanoi, 

beginning May 20. The APEC ministerial is also likely to be Lighthizer's first opportunity - assuming he's confirmed by 

then - to meet with many of his counterparts. 

Terry time: Iowa Gov. Terry Branstad, Trump's nominee for ambassador to China, is set to appear before the Senate 

Foreign Relations Committee on Tuesday for his confirmation hearing - giving him a chance of clearing the Senate before 

month's end. Senators could turn the hearing into a forum to air grievances against China, America's largest trade 

partner, and questions are likely about Trump's decision to go back on his vow to label China a currency manipulator in 

return for potential cooperation from Beijing on the North Korea situation. - Megan Cassella 

 

EMPLOYMENT AND IMMIGRATION 

What's next for the fiduciary rule? Now that he's confirmed as Labor secretary, Alexander Acosta will need to move 

quickly to review the Obama Labor Department's fiduciary rule, reports POLITICO Pro employment and immigration 

reporter Marianne LeVine. 

Finalized in April 2016, the fiduciary rule requires broker dealers to consider only their clients' best interest - and not 

their own commissions or fees - when providing retirement advice. Republicans and the financial services industry argue 

that this reasonable-sounding rule would limit small savers' access to retirement advice because brokers won't want to 

be burdened by fiduciary responsibilities. They also say the regulation would generate class action lawsuits from small 

savers saying their brokers failed to fulfill those responsibilities. Consumer advocates say that broker dealers simply 

don't want to give up commissions and fees, even though these compromise their investment advice. 

The fiduciary rule is the only Labor Department regulation on which the Trump administration has articulated any sort of 

position. In February, the White House issued a memorandum directing the Labor Department to review the regulation. 

In response, the Labor Department finalized a proposal to delay the rule's applicability date 60 days, to June 9. That 

proposal did not satisfy industry lobbyists, who argued that the delay wouldn't give the Labor Department enough time 

to perform a proper economic analysis. Business groups like the Securities Industry and Financial Markets Association 

and the U.S. Chamber of Commerce urged the Labor Department to extend the delay. 

Acosta will need to act swiftly. Kent Mason, a partner at Davis & Harman, says the path is "very straightforward" for the 

Labor Department. "They have asked for comments on whether to delay for 60 days or for a longer period, so they do 

not need to re-propose in order to extend the 60-day period," Mason said. "They can use the comments that were 

solicited on the need for a longer delay to simply extend the June 9 date in a final rule." Mason estimated this process 

could be done "in no more than three weeks." 

But another lobbyist in the financial industry said the procedure wasn't that simple, and predicted the rule will take 

effect. This lobbyist said that the Labor Department would need to perform another economic analysis to propose an 

additional delay in order to comply with the Administrative Procedure Act. Failing to do so could lead to further 

litigation, which the lobbyist said the White House wants to avoid. In addition, the lobbyist said career staffers are 

anxious to put the rule into effect, and will urge Acosta to leave well enough alone. 

DEFENSE 

More Trump defense nominees in the pipeline: While the lack of permanent senior civilian staff at the Pentagon has 

drawn concern - Defense Secretary Jim Mattis is still the only Trump defense nominee to be confirmed by the Senate - 

the president has tapped more people for top posts. 



The Senate is nearing final action on former Rep. Heather Wilson (R-N.M.) to be Air Force secretary, and Trump has 

picked Tennessee State Sen. Mark Green, a former special operations flight surgeon, to be Army secretary, as well as a 

handful of others, including some for senior international security and intelligence posts at the Pentagon. - Connor 

O'Brien 

 

EDUCATION 

About that education budget: The White House's fiscal 2018 budget proposal is expected to provide insight into where 

the Trump administration wants to take K-12 and higher education policy. The "skinny budget" released earlier this year 

calls for $9 billion in cuts to the Education Department's $68 billion annual funding, but the full budget proposal will 

detail which programs would be hit the hardest, as well as lay out any new initiatives Trump is proposing. Here's what to 

watch for: 

On the K-12 side, the full budget may flesh out how the Trump administration would boost school choice policies. The 

earlier budget outline calls for directing more money to private schools and prodding states to adopt greater public 

school choice policies - but without more detail it's not clear how those proposals might work. 

Student Loans: On the campaign trail,Trump had called for an income-based repayment plan that is in some ways more 

generous than what was enacted by the Obama administration. The proposed budget could also spell out what the 

administration wants to do with student loan servicing after it repealed Obama-era efforts to boost customer service 

and protections for student borrowers. 

Civil Rights: The budget will also be the first time the Trump administration is forced to weigh in on funding for the 

Education Department's Office for Civil Rights, which many conservatives say overstepped its authority during the 

Obama years. The department has previously said it needed more funding to keep up with the flood of cases, notably 

those involving campus sexual assault.- Michael Stratford 

AGRICULTURE  

Sonny goes to school: Agriculture Secretary Sonny Perdue spent 95 of Trump's first 100 days waiting to get confirmed. 

But now he's settling in - and heading to Leesburg, Va., today to unveil an interim final rule aimed at giving schools more 

flexibility for school meals. The move, the first policy strike since Perdue was sworn in last week, could peel back part of 

former first lady Michelle Obama's legacy on nutrition. But it was not clear how far-reaching the effort would be. A 

notice from USDA late last week said only that the interim final rule would provide "regulatory flexibility for the National 

School Lunch Program." 

Eye on export markets: Perdue's got a lot on his plate, so look for him to roll out some personnel moves this month to 

help him get things done. Since USDA was without a head for nearly the entirety of Trump's first 100 days, USDA has 

been even slower to staff up than other departments. An executive order issued by Trump last week put Perdue in 

charge of an intra-agency task force aimed at boosting rural and agricultural prosperity. Trump has also tasked Perdue 

with drawing up a strategy on overseas markets that should be targeted to increase ag exports. With commodity prices 

in the tank, look for Perdue to get cracking on the export review this month. 

The Obamas are back - in the food policy arena: Former President Barack Obama and Michelle Obama are slated to 

speak publicly on food and nutrition during the same week this month, a signal that they intend to be active on the 

issues in the future. Former President Bill Clinton will be in the mix, too. Obama will give a speech on May 9 at Seed & 

Chips, a food innovation summit in Milan, Italy. Two days later, Clinton will speak at the annual Partnership for a 

Healthier America summit, which showcases the work of the nonprofit that was launched to support Michelle Obama's 

Let's Move! campaign. The former first lady will also appear at the event, taking part in an on-stage conversation on May 

12. 



FDA hits the brakes on menu labeling: A rule mandating calorie counts be posted on menus at certain chain restaurants 

nationwide is supposed to take effect May 5, the end of a long regulatory road that originated in 2010, when Congress 

called for the labeling in the Affordable Care Act. But the Trump administration is now expected to push that date back 

and even potentially reopen the rule-making process. The change follows complaints from grocery, convenience and 

pizza-chain groups, which have fought to relax the labeling requirements. The restaurant industry, health advocates and 

consumer groups strongly support the rule. - Helena Bottemiller Evich 

ENERGY 

Nuclear waste policy chain reaction: After more than six years of attacking the Obama administration's shutdown of the 

Yucca Mountain nuclear waste project, Republicans didn't waste any time offering up a bill to rebuild the program. The 

draft legislation, which would authorize the Energy Department to pursue temporary storage sites and payments to 

Nevada for hosting radioactive waste, was the subject of an April hearing before the House Energy and Commerce 

Committee. Rep. John Shimkus , the bill's patron, wouldn't speculate about when the legislation might be finalized and 

subject to a committee vote. He said to expect minor, if any, tweaks to the text, which suggests the measure could see 

action in May. And just as Congress begins its own march on Yucca, DOE is being similarly proactive: Several sources say 

the agency plans to rebuild its nuclear waste program in fiscal 2017 using holdover funds that went unspent under 

Obama. - Matt Daily 

CYBERSECURITY 

Really, this time: The White House's long-awaited cybersecurity executive order is expected to finally get the president's 

signature any day now. The directive - which has undergone numerous revisions since January - will kick off reviews of 

each federal agency's digital defenses and direct agency heads to adopt specific cyber standards. The latest draft , which 

POLITICO first published, also adds a significant passage ordering an examination of the American cyber workforce and 

those of its main digital adversaries. The administration has also tweaked a section meant to help the nation counteract 

the rise of botnets - networks of hijacked internet-connected devices hackers use to launch cyberattacks. The 

administration updated the language to address concerns from telecommunications companies, who felt they were 

being unfairly singled out in earlier drafts. 

Picking up the pace: Senate and House Intelligence committees are vowing this month to grind through their respective 

investigations into whether the Trump campaign colluded with Russia on an alleged digital meddling in the 2016 

election. The House Intelligence panel's investigation almost fell apart in April, but now appears to have stabilized after 

Chairman Devin Nunes (R-Calif.) stepped aside amid an ethics probe. Committee Republicans plan to spread around the 

work to get through the probe's backlog and to tackle the three or four dozen witnesses the committee wants to bring in 

starting this month. 

On the Senate side, Intelligence Committee leaders are fighting off criticism their panel is moving too slowly, having yet 

to issue subpoenas or interview high-profile witnesses like former Trump advisers Roger Stone, Carter Page and Michael 

Flynn. Committee Chairman Richard Burr (R-N.C.) and ranking member Mark Warner (D-Va.) say their staff is 

appropriately interviewing dozens of intelligence analysts before turning to Trump aides. This month, the committee will 

also bring on two more staffers, bringing the total to nine people tasked with getting to the bottom of Russia's apparent 

election-year interference. 

Upgrade those machines: Congress could see action this month on a bipartisan, White House-backed bill to overhaul the 

federal government's aging computer systems. The bill - dubbed the Modernizing Government Technology Act - would 

authorize a revolving fund meant to fuel years of upgrades. The measure stalled last year after passing the House, but 

this year, House leaders in both parties are on board, as is the White House, which had a significant hand in crafting the 

language. The Senate also has a companion bill in the works with bipartisan backing. 

Elsewhere, House Homeland Security Chairman Mike McCaul has indicated his bill to reorganize and elevate the 

Homeland Security Department's cyber operations is on the cusp of moving. McCaul has been working with the White 



House on the measure and believes he has the administration's support. The Texas Republican said he will introduce the 

legislation soon and try to "move it quickly." - Cory Bennett 

TECHNOLOGY 

Net neutrality no more? The net neutrality battle is heating up again in Washington, now that Republican FCC Chairman 

Ajit Pai has announced plans to gut the Open Internet order approved by the agency's previous Democratic majority. 

The order bans internet service providers like AT&T and Comcast from blocking or throttling web traffic, or charging 

websites for faster access to consumers. 

Pai is proposing to get rid of the regulatory underpinnings of the rules, which classify ISPs like a telephone-style utility, 

subjecting them to tighter oversight. His effort to push through the change is sure to spark an intense backlash from 

digital activists and some tech companies that believe the government needs to police ISPs in their role as gatekeepers 

to the internet. Pai, though, has been actively courting conservative groups and GOP lawmakers who can provide him 

political cover as he moves to take down the regulations. - Eric Engleman 

EHEALTH 

Telemedicine moving forward: Some serious movement around bills that could significantly expand federal 

reimbursements for telemedicine is expected in Congress this month. The Finance Committee is marking up its Chronic 

Care Act, and senators are reintroducing the CONNECT for Health Act. Both have strong lobbies and bipartisan support. 

MACRA moves: The Centers for Medicare and Medicaid Services will probably publish its final 2018 MACRA rule, which 

will reveal the extent to which HHS Secretary Tom Price and his aides have taken to heart doctors' calls for streamlining 

the kinds and number of health care quality measures they have to report to CMS, as well as delaying deadlines for 

reporting on the measures. - Arthur Allen 


