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Specific tariffs: up to 100% on brand/patented pharmaceuticals, 50% on kitchen 
cabinets and related products, 30% on furniture (like sofas), and 25% on large 
foreign-made trucks.
Pharmaceutical companies building factories in the U.S. may be exempted, and 
some well-known drugs could be excluded.
Trump stated the action is to "protect American manufacturing from unfair 
foreign competition," implemented under Section 232 of the Trade Expansion Act, 
which is based on national security.
The ripple effect of pharmaceutical tariffs on the market is particularly significant. 
Approximately 90% of prescription drugs in the United States are filled by 
generic drugs (copies that have the same active ingredients and effects as brand­
name drugs but are manufactured more affordably). This measure only applies to 
brand-name and patented drugs, excluding generics. However, the pharmaceutical

Congressional Schedule and News
Key Legislative Trends in the Federal Congress
KIPEC Roundtable (Featuring Jesse Kreier, Georgetown Law Professor) 
U.S.-Korea Relations Report (Summary of CRS Report)

• Trump’s Strong Warning on Tylenol Use by Pregnant Women Spreads Concern 
Within the Republican Party: On September 22 (Mon), President Trump strongly 
warned against taking Tylenol during pregnancy, claiming that acetaminophen (Tylenol's 
ingredient) could be a major cause of autism, despite insufficient scientific evidence. This 
non-traditional approach to health policy, along with his support for HHS Secretary 
Robert F. Kennedy Jr. and a push to change the childhood vaccination schedule, is 
causing discomfort among Republican senators. Senate Majority Whip John Thune (R- 
SD) expressed "serious concern" that the claim about Tylenol and autism lacked clear 
scientific causation. Senator Bill Cassidy (R-LA), a physician, openly refuted the claim 
on social media, stating that "overwhelming scientific evidence shows that this claim is 
not true," and asked HHS to release specific supporting data if it intends to review the 
matter.

• Trump Announces High Tariffs on Pharmaceuticals, Trucks, and Furniture: On 
September 25 (Thu), President Trump announced he would impose high tariffs of up to 
100% on major imports, including pharmaceuticals, large trucks, kitchen cabinets, and 
furniture, effective October 1.

o

This document appears to be the 14th issue of the KIPEC Briefs (Korea Inter-Parliamentary 
Exchange Center).
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2. Key Legislative Trends in the Federal Congress

Bill Status Key Content
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29,2025)
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years to life imprisonment for re-entry after 
committing a felony, up to 5 years for repeated 
illegal entry, and up to 10-15 years for re-entry 
without approval after denial/removal.

Requires a ’Cross-Border Certificate’ from the 
Federal Energy Regulatory Commission 
(FERC) or the Department of Energy (DOE) for 
the construedon/operation of cross-border

Cross-Border 
Energy 

Infrastructure 
Facilitation Act 
(H.R. 3062)

AUKUS Defense 
Cooperation 

Efficiency Act 
(H.R. 4233)

Korea E-3 Visa 
Addition Act 
(H.R. 5534)

industry has protested, expressing concerns about a rise in drug prices and supply 
disruptions, given that production bases are primarily located overseas.

o Even this past summer, the U.S. imposed tariffs of up to 15% on pharmaceutical 
products from the European Union (EU), and the existing agreements (up to 15%) 
concluded with the EU and Japan are expected to remain in place after this latest 
announcement. Nevertheless, it remains uncertain whether this new measure will 
alter the terms of the existing agreements.

Julie
Fedorchak
(R-ND) (Apr. energy infrastructure (oil/natural gas pipelines, 

power transmission facilities) between the U.S., 
Canada, and Mexico, and mandates adherence 
to deadlines for permit issuance.

Aims to streamline defense equipment/service 
trade and cooperation between the U.S., U.K., 
and Australia (ARMOR Act). Extends the 
expedited export license review process to re­
exports, re-transfers, temporary imports, and 
brokering activities, applying to relevant 
transactions within the U.S., U.K., Australia, 
and Canada.

Seeks to add South Korea to the U.S. E-3 visa 
program, which is currently only for Australian 
nationals. The E-3 is a professional specialty 
occupation visa with an annual quota of 10,500, 
supporting U.S. companies hiring highly- 
educated foreign workers. The bill has been 
referred to the House Judiciary Committee.

Sponsor
(Date
Introduced)

Thomas R. 
Suozzi (D-
NY) (Sep. 19, 
2025)

Strengthens criminal penalties for aliens who 
illegally enter or re-enter the U.S. without prior 
authorization after being denied admission or

Bice (R-OK) removed. Penalties range from a minimum of 5
(May 19,
2025)

Preventing and 
Punishing Illegal 
Reentry Act (H.R. 
3486)

Passed
House (Sep.
15,2025)

Passed
House (Sep.
19, 2025)

Passed Young Kim
House (Sep. (R-CA) (Jun. 
3, 2025) 27, 2025)
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The U.S. Supreme Court is scheduled to hear arguments on November 5 regarding the 
constitutionality of tariffs imposed by President Trump under the International Emergency 
Economic Powers Act (IEEPA). This decision is considered a major event that will determine 
the direction of U.S. trade policy and the scope of presidential authority, with direct implications 
for Korea's trade policy.

This report summarizes the content of a roundtable hosted by KIPEC on September 25, 2025. 
We invited Professor Jesse Kreier, who worked at the World Trade Organization (WTO) for 26 
years and currently lectures at Georgetown Law, to explain the legal issues and potential future 
developments of this case. The main Q&A contents are summarized below.

Question 1: How did this case reach the Supreme Court, and what were the key 
legal procedures?

Topic: U.S. International Emergency Economic Powers Act (IEEPA) Case and the Future 
Direction of Korea's Trade Policy.

Answer: This case originated from President Trump’s imposition of tariffs based on the 
International Emergency Economic Powers Act (IEEPA) [1]. IEEPA grants the President 
authority to regulate imports in response to threats to national security, foreign policy, or the 
economy arising outside the United States. The core legal issue was whether this authority 
includes the power to impose tariffs.

3. KIPEC Roundtable (Featuring Jesse Kreier, Georgetown 
Law Professor)

• The Majority Opinion largely upheld the CIT's conclusion, ruling that limited tariffs 
might be permissible, but unlimited tariffs are not.

• The Concurring Opinion argued that tariffs are not permissible under IEEPA at all.
• The Dissenting Opinion upheld the imposition of tariffs, emphasizing the President's 

broad authority in foreign affairs.

The Court of International Trade (CIT) [2] first acknowledged the fentanyl crisis as a national 
emergency but determined that the broad retaliatory tariffs exceeded the President’s authority, as 
they lacked a direct connection to resolving the problem. The case then moved to the Court of 
Appeals for the Federal Circuit (CAFC) [3], where it was heard en banc [4] (by the full court). 
This resulted in three differing conclusions: a (1) Majority Opinion, a (2) Concurring Opinion, 
and a (3) Dissenting Opinion.

While some other lawsuits were filed in district courts, those were deemed to lack proper 
jurisdiction. The legal axis of the case has primarily followed the CIT-C AFC-Supreme Court 
path. Due to the conflicting conclusions and the case's significance, the Supreme Court decided 
to hear the case, with oral arguments scheduled for November 5th.
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Answer: Even if the Supreme Court rules IEEPA tariffs unconstitutional, it is highly unlikely 
that the U.S. will revert to the open trade policies of the past. The President still possesses 
multiple means to impose tariffs, particularly through Section 232. Courts have historically 

Question 4: If the Supreme Court does not validate the use of IEEPA for 
imposing tariffs, what other tools could the Administration use?

Question 5: What are the key legal issues that South Korea should pay attention 
to as this case unfolds?

Answer: The outcome remains uncertain, with experts divided on their predictions. The 
Supreme Court could fully validate the President's action, limit it, or declare it unconstitutional 
within a narrow scope. What requires attention is not just the conclusion but the reasoning 
behind the judgment. For instance, the Court might declare that tariffs are simply not allowed 
under IEEPA, or it might impose limitations based on a mismatch between the specific issue and 
the action taken. Each scenario will have a different ripple effect on the scope of presidential 
authority and on the negotiation strategies of trade partners like South Korea.

Question 2: Given that the Supreme Court’s ruling could strengthen or limit the 
President’s tariff authority, what impact would this have on trade partners like 
South Korea?

Question 3: Considering the separation of powers under the U.S. Federal 
Constitution, is there a movement for Congress to reclaim its authority to 
regulate trade? If so, would this make U.S. trade policy more predictable for 
trade partners?

Answer: There are several alternatives, but all have limitations. Traditional trade remedies like 
anti-dumping and countervailing duties are narrow in scope and limited to specific products. 
Section 301 [5] of the Trade Act can be used to respond to unfair trade practices, but it requires 
an investigative process. Section 122 [6] of the Trade Act can address balance of payments 
issues, but it has strict limitations. The most widely available tool is Section 232 [7] of the Trade 
Expansion Act, which is based on national security. Recently, Section 232 investigations have 
surged across various products—including steel, automobiles, semiconductors, and critical 
minerals—as it grants the President broad discretion. Such measures could effectively serve as a 
substitute for IEEPA tariffs.

Answer: Under the U.S. Constitution, the power to impose taxes (including tariffs) rests with 
Congress, while foreign policy authority is given to the President. Therefore, the key legal 
contention is whether tariffs should be viewed as a form of taxation or as a foreign policy tool. 
Historically, Congress staunchly guarded its power, but in recent decades, it has delegated 
certain trade authorities to the President. Currently, due to political interests between parties, 
Congress's ability to check the President has weakened, and its role has diminished. Therefore, 
even if Congress were to reclaim its authority, the predictability of U.S. trade policy is unlikely 
to significantly increase in the short term.
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Overview (U.S.-Korea Relations)

North Korea Policy
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While the first U.S.-Korea summit was positive, several challenges remain. President Trump's 
tariff measures place a burden on Korea's export-oriented economy, and the U.S.
Administration's plan to potentially reposition some U.S. Forces Korea (USFK) troops to counter 
China may conflict with President Lee's campaign stance of "not unnecessarily provoking 
China." Furthermore, many Korean experts are concerned that President Trump may not fully 
incorporate the South Korean government's views when formulating his North Korea policy.

Since the collapse of the nuclear talks between President Trump and North Korean Chairman 
Kim Jong Un in 2019, North Korea has essentially refused substantial contact with South Korea 
and the U.S. North Korea continues to advance and expand its nuclear weapons, regularly 
conducting missile tests. Experts express concern over the possibility of North Korea's seventh 
nuclear test. Chairman Kim has publicly vowed to "exponentially increase" North Korea's 
nuclear capabilities and declared that he "will never denuclearize." Furthermore, North Korea is 
strengthening ties with Russia and China, having signed a new strategic partnership with 
Moscow that includes a mutual defense pledge. Experts analyze that the potential transfer of 
advanced Russian military technology and expanded economic/diplomatic support from China 
could bolster North Korea's military capabilities, thereby encouraging Chairman Kim toward 
more aggressive diplomatic, military, or other actions.

South Korea is one of the United States' most important strategic and economic partners in Asia. 
Pursuant to the Mutual Defense Treaty signed after the Korean War in 1953, the two nations 
pledged to jointly respond to armed attacks from North Korea. Approximately 28,500 U.S. 
troops are currently stationed in South Korea. As of 2024, South Korea is the United States' 7th 
largest trading partner (combining goods and services trade). The U.S. is South Korea’s second- 
largest trading partner after China, and the Korea-U.S. Free Trade Agreement (KORUS FTA) is 
the second-largest FTA the U.S. has concluded, based on transaction volume.

In June 2025, Lee Jae-myung was elected President of South Korea, with his single five-year 
term set to expire in June 2030. President Lee has positioned the U.S.-Korea relationship and 
U.S.-Korea-Japan cooperation as key pillars of his foreign policy, and he visited Washington 
D.C. in August 2025 for his first summit with President Trump.

tended to grant the President broad discretion when national security is invoked, and the U.S. is 
already paying little heed to conflicts with WTO rules [8] (given the effective paralysis of the 
Appellate Body since 2019). Therefore, rather than solely relying on a judicial decision, South 
Korea needs to prepare substantive consultation and adjustment measures to counter potential 
future trade friction.

Summary of U.S. Congressional Research Service (CRS) 
Report
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U.S.-South Korea Alliance

U.S.-Korea Economic Relations
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The former Yoon Suk Yeol administration and the Biden administration established a joint 
approach to North Korea, focusing on deterrence policies. In contrast, President Lee Jae-myung 
and President Trump have emphasized expanding engagement with North Korea. President Lee 
welcomed President Trump's statement that he wishes to resume personal diplomacy with Kim 
Jong Un. However, North Korea continues to reject diplomatic offers from both the U.S. and 
South Korea. Consequently, both nations maintain deterrence policies while making it clear that 
the ultimate goal remains the denuclearization of North Korea.

At the August 2025 summit, President Lee Jae-myung and President Trump expressed strong 
support for the U.S.-Korea alliance, and President Trump indicated that the leaders would 
discuss the purchase of U.S. military equipment. Under pressure from the Trump Administration, 
President Lee promised to increase South Korea's defense spending. According to reports, the 
Lee administration has requested an 8.2% increase in the 2026 defense budget.

As of 2024, the total U.S. export of goods and services to South Korea was $93.9 billion, while 
U.S. imports of goods and services from South Korea totaled $148.6 billion in the same year. 
Moreover, the cumulative amount of Foreign Direct Investment (FDI) by Korean companies in 
the U.S. was $92.1 billion, compared to $36.4 billion by U.S. companies in Korea. The U.S. is 
the largest recipient of Korea's overseas investment, accounting for 34.5% of its total FDI.

However, key issues such as joint defense cost-sharing, the size of USFK, and the potential 
relocation of U.S. forces to focus on China remain unresolved following the summit. According 
to June 2025 reports (which U.S. officials denied), the Trump Administration considered moving 
approximately 4,500 USFK troops to other Indo-Pacific locations. This is interpreted as part of a 
strategy to reposition U.S. forces to counter China. Meanwhile, the draft of the Fiscal Year 2026 
National Defense Authorization Act (S.2296) reported by the U.S. Senate includes a provision 
that prohibits using funds to reduce USFK troop levels below 28,500 until specific conditions are 
met, a provision that also passed during the first Trump administration.

The KORUS FTA, which entered into force in 2012, has been the core foundation of the two 
countries' trade and investment relationship. The agreement eliminated tariffs on nearly all items 

Furthermore, in November 2024, the U.S. and South Korea signed a new agreement on sharing 
the costs of stationing USFK troops from 2026 to 2030. Under this agreement, South Korea's
2025 defense cost contribution was set at approximately $1.19 billion for the 2026 fiscal year, an 
8.3% increase from the 2024 agreement. Subsequent increases will be linked to the Korean 
Consumer Price Index (CPI), with an annual cap of 5%. During the first Trump administration, 
defense cost negotiations broke down, leading to a delay in agreement for several months, which 
resulted in approximately 4,500 Korean employees working on USFK bases being placed on 
unpaid leave. The Biden administration later concluded a five-year agreement in 2021, under 
which South Korea bore approximately $9.7 billion, more than 90% of the cost of constructing 
Camp Humphreys and other largest overseas U.S. military bases.
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U.S. Tariff Measures

Footnotes (as provided in the original text)
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[2] Court of International Trade (CIT): A federal trial court (First Instance) located in New 
York that specializes in cases related to import regulations, tariffs, and trade remedies (such as 
anti-dumping and countervailing duties). It has jurisdiction over appeals against U.S. Customs 

imported from the other country, with limited amendments to some provisions made during the 
first Trump administration. Recently, some U.S. tariff actions have been challenged in court, 
raising the possibility of a violation of U.S. obligations under the KORUS FTA.

In April 2025, a 25% tariff was applied to passenger cars, light trucks, and certain auto parts. 
South Korean cars and parts account for 37% of the total U.S. imports from South Korea. The 
Trump Administration also conducted trade investigations to assess the potential for additional 
tariffs on key industries and supply chains, including semiconductors, pharmaceuticals, and 
critical minerals.

[1] The International Emergency Economic Powers Act (IEEPA): A law enacted in 1977 that 
grants the U.S. President the authority to regulate imports, exports, investment, and financial 
transactions in response to situations of threat to national security, foreign policy, or the 
economy. It has primarily been used for economic sanctions against foreign adversaries or 
terrorist organizations and is triggered immediately when the U.S. President declares an 
international emergency.

Since March 2025, President Trump revoked all existing country-specific exemptions and 
product-specific exclusions related to the 2018 steel import tariffs, raising the tariff rate from 
25% to 50%. As of 2024, South Korea was the 4th largest exporter of steel to the U.S., with 
imports totaling $2.9 billion. South Korea had previously negotiated a tariff exemption within a 
range of 70% of its average import volume from 2015-2017.

In April 2025, President Trump issued an executive order imposing a 10% tariff on products 
from most trading partners, effective April 5th. For South Korea, a country-specific tariff rate of 
25% was initially set but temporarily suspended. Following trade negotiations between the two 
countries, the country-specific tariff rate on South Korea was lowered to 15%, effective August 
7th. However, this 15% tariff does not apply to certain items already subject to existing tariffs or 
those potentially subject to national security tariffs, such as automobiles, semiconductors, steel, 
and aluminum.

In July 2025, the U.S. and South Korea announced a Trade and Investment Agreement aimed at 
resolving tariff measures and other trade issues. The agreement stipulates that the tariff on 
Korean automobile products will be adjusted to 15%, and the country-specific tariff rate for most 
Korean products will also be maintained at 15%. In return, South Korea promised to expand its 
purchase of U.S. energy, increase investment in specific U.S. industries like shipbuilding, and 
ease certain non-tariff barriers. However, details such as the application of the automobile tariff 
are still under negotiation.
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[4] En banc: A procedure where a case is heard by all judges of the court together, instead of a 
panel of judges (usually three).

[5] Section 301 (Trade Act of 1974): A provision that allows the U.S. Trade Representative 
(USTR) to investigate foreign trade practices deemed unfair or harmful to U.S. companies and 
recommend retaliatory measures to the President. Section 301 grants broad discretion, permitting 
various actions such as tariff increases, quota imposition, and market access restrictions.

[8] WTO Dispute Settlement System: The Appellate Body of the WTO Dispute Settlement 
System has been effectively paralyzed since 2019 due to U.S. objections, thereby weakening the 
binding force and enforceability of WTO rulings.

[3] Court of Appeals for the Federal Circuit (CAFC): A federal appellate court located in 
Washington D.C. that exclusively handles trade cases, along with patent and intellectual property 
cases. It hears appeals from the CIT and is the only federal appellate court specialized in trade 
and patent law. Therefore, it plays a key role in forming the law of precedent in trade cases.

decisions, disputes over import classification, valuation, and tariff rates. A significant portion of 
trade cases proceed from the CIT to a higher court.

[7] Section 232 (Trade Expansion Act of 1962): A provision that allows the President to take 
import restriction measures, such as tariffs or quotas, if a specific import is determined to 
threaten U.S. national security. The Department of Commerce initiates an investigation and 
reports its findings to the President, who then decides on a course of action within 90 days. 
Because the scope of "national security" can be interpreted very broadly, it is often utilized, in 
practice, as a form of industry protection measure.

[6] Section 122 (Trade Act of 1974): A provision that allows the President to temporarily 
restrict imports in response to emergencies such as a worsening balance of payments. The 
President can impose additional tariffs of up to 15% or restrict import quantities. This measure 
can only last for a maximum of 150 days and is limited in its duration and subject to strict 
triggering conditions, making it less suitable as a long-term policy tool. Although there have 
been no actual cases of tariff imposition, it is theoretically considered a powerful emergency 
response tool because it allows the President to impose immediate and comprehensive import 
restrictions for a short period without additional Congressional action.
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KIPEC is registered under FARA. This material is distributed by the Korea Inter-Parliamentary 
Exchange Center (KIPEC) on behalf of the National Assembly of the Republic of Korea. 
Additional information is on file with the Department of Justice, Washington, D.C.

*This report summarizes the South Korea: Background and U.S. Relations report (total 3 
pages) published by the CRS on September 12, 2025.

“KIPEC BRIEFS” is a monthly publication of U.S. Congressional 
legislative and local news provided by the Korea Inter- 
Parliamentary Exchange Center to its clients.
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In this report, we introduce the SANDBOX Act, an initiative aimed at institutionalizing the Trump administration s approach to easing 

Al regulations. The bill socks to promote innovation through a federal regulatory exemption program This report examines the 

background and key provisions of the legislation the arguments for and against it, and its prospects for passage in Congress. It also 

analyzes the policy implications of the contrasting approaches taken by the United States and Korea
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The SANDBOX Act: U.S. Al Deregulation and Its Implications for Korea

The SANDBOX Act is among the first congressional efforts to implement recommendations from the 
Trump Administration’s Winning the Race: America’s Al Action Plan, released in July 2025. The Plan 
emphasizes removing bureaucratic barriers and reducing regulations to allow private-sector-led 
innovations to flourish. On his first day in office, President Trump rescinded the Biden administration’s 
regulatory initiatives, including Executive Order 14110, which had stressed Al safety and trust. The 
Trump administration argues that a “patchwork of state rules is anti-innovation” and particularly harmful 
for smaller firms unable to shoulder related compliance costs. President Trump has called instead for “one 

This report provides an overview of the bill and its political context, outlines key provisions, summarizes 
the arguments of supporters and opponents, and assesses the bill’s prospects in Congress. It concludes 
with a brief discussion of the implications for South Korea, where lawmakers are considering their own 
approaches to balancing Al innovation with regulatory safeguards.

KIPEC Current Affairs Note delivers regular, in-depth analysis of major legislative and policy issues in Washington, 
D.C., with implications for South Korea.

> Senator Cruz’s Proposal: Introduced on September 10, the SANDBOX Act is among the first 
legislative steps to implement the Trump administration’s Al Action Plan.

> Core Idea: It creates a federal regulatory sandbox allowing companies to receive temporary waivers 
from federal rules, aimed at accelerating Al innovation and avoiding fragmented state regulations.

> Outlook: While likely to clear the Senate Commerce Committee, bipartisan concerns over consumer 
protection and OSTP’s expanded authority make full passage unlikely in its current form; as Al 
develops and concerns about it increase, however, it is probable that there will be more proposed 
legislation on Al in the near future.

On September 10, Senator Ted Cruz (R-TX) introduced the Strengthening Artificial intelligence 
Normalization and Diffusion By Oversight and experimentation (SANDBOX) Act. As a central piece of 
the Trump administration’s emerging Al agenda, the bill proposes creation of a federal regulatory sandbox 
that allows companies to test Al systems under temporary waivers from existing rules. Supporters 
describe the measure as essential for spurring innovation and avoiding a fragmented patchwork of state 
regulations, while critics warn it could undermine consumer protections and expand executive authority 
at the expense of federal agencies.
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Before introducing the SANDBOX Act, Senator Cruz and House Republicans attempted to advance a 
sweeping moratorium on state Al laws. They attached it first to the One Big, Beautiful Bill (H.R. 1) and 
later to $42 billion in Broadband Equity, Access, and Deployment (BEAD) funding. The Senate, however, 
voted 99-1 to strike the measure, citing concerns over states’ rights, the absence of consumer safeguards, 
and the political risk of tying an Al dispute to critical broadband infrastructure funding. This resounding 
rejection made clear that an outright federal ban on state Al regulation was not politically viable.

The legislation was unveiled at a Senate Commerce Committee hearing on September 10, where Office 
of Science and Technology Policy (OSTP) Director Michael Kratsios endorsed creating a federal Al 
sandbox. He described it as essential for ensuring regulatory clarity, preventing fragmented rulemaking, 
and advancing the administration’s Al Action Plan.

The core mechanism of the Act is a system of temporary regulatory waivers. Al developers may apply to 
OSTP for a waiver or modification of specific federal rules that otherwise restrict deployment. Waivers 
are granted for an initial two-year period and may be renewed for up to ten years total. The entire program 
will automatically terminate after twelve years, unless reauthorized by Congress.

commonsense federal standard that supersedes all states.” The Plan recommends limiting federal AI- 
related funding for states that adopt restrictive regulatory approaches.

In the wake of this failed moratorium, state legislatures seized the initiative. More than 1,000 state Al 
bills were introduced in the first half of 2025. For instance, Colorado passed a comprehensive Al law 
requiring developers and deployers of high-risk Al systems to prevent algorithmic discrimination in 
decisions such as employment, housing, finance, health care, and legal services. Meanwhile, California 
advanced measures requiring Al developers to publish transparency reports, disclose safety protocols, and 
strengthen whistleblower protections. New York, in turn, passed the RAISE Act to restrict deployment of 
models posing unreasonable risk. In addition, Texas enacted the Texas Responsible Al Governance Act 
(TRAIGA), which emphasizes civil rights protections, requires disclosure when interacting with Al bots, 
and even creates a state-level sandbox program. Together, these state-level initiatives underscored the risk 
of a fragmented regulatory landscape across the U.S.

Against this backdrop, Senator Cruz pivoted to the SANDBOX Act as a more politically balanced 
approach. Instead of a blanket moratorium on state rules, this Act would create a structured program where 
companies can seek temporary federal waivers under limited guardrails and state-federal 
coordination. Cruz also framed the measure in geopolitical terms, arguing that a flexible regulatory 
environment is essential for the U.S. to “win the Al race against China.” This national security rationale 
reinforces the bill’s emphasis on speed and innovation over precautionary regulation.

The SANDBOX Act directs the OSTP Director to establish a federal Artificial Intelligence Regulatory 
Sandbox Program within one year of enactment. The program is intended to incentivize (a) the 
development of new Al products, services, and development methods; (b) the expansion of economic 
opportunities and job creation; and (c) the promotion of U.S. Al innovation.
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Although the SANDBOX Act reflects a central pillar of the Trump administration’s America’s Al Action 
Plan, its path through Congress is uncertain and likely to face significant hurdles. Senator Cruz, as Chair 
of the Senate Commerce, Science, and Transportation Committee, has positioned the bill as the first step 
in a broader Al policy framework. The bill’s deregulatory thrust and its empowerment of the White House 
OSTP, however, are likely to generate bipartisan resistance.

To address accountability concerns, the Act includes guardrails. Companies must disclose to users that 
their products are operating under a sandbox waiver, report incidents of consumer harm or economic 
damage within 72 hours and remain fully liable for misconduct outside the scope of the waiver. OSTP 
must also submit annual reports to Congress summarizing the number of applications, the types of rules 
waived, the benefits and harms observed, and recommendations on whether certain regulations should be 
permanently repealed or amended.

However, consumer advocacy and accountability groups strongly oppose the bill. They argue it represents 
a deregulatory overreach that dismantles essential public protection under the guise of stimulating 
innovation. Critics warn the Act would “gut basic consumer protections,” put “public safety on the 
chopping block,” and reduce accountability by allowing companies to bypass established 
safeguards. They argue the legislation risks treating Americans as “test subjects” and handing “Big Tech 
the keys to experiment on the public,” echoing Silicon Valley’s “move fast and break things” mantra.

Concerns also extend to governance. Opponents highlight that the bill would give the OSTP Director 
“unprecedented power to override any agency’s rejection of a waiver application,” potentially weakening 
regulatory authority across the federal government. Finally, skeptics warn that sandboxes often outlive 
their temporary design, leading to de facto deregulation and increasing the risk that regulators grow too 
close to the firms they oversee.

Policy groups such as the Abundance Institute and the R Street Institute frame the Act as an example of 
“entrepreneurial administration” and “experimental regulatory strategies” suited to fast-moving 
technologies like Al. They argue the sandbox model avoids the pitfalls of rigid ‘regulate-and-forget’ or 
‘build-and-freeze’ approaches. Instead, it encourages regulatory learning, greater transparency in 
lawmaking, and safer long-term Al deployment in the U.S.

The SANDBOX Act has received support from a wide range of industry, policy, and academic 
organizations, including Dell Technologies, Meta, Microsoft, the U.S. Chamber of Commerce, and 
Carnegie Mellon University. Business groups argue that the bill will accelerate innovation and growth by 
providing regulatory flexibility and a consistent national approach, reducing the burden of “outdated or 
inflexible federal rules.” They emphasize that a federal sandbox would help developers navigate complex 
requirements while avoiding a fragmented “patchwork of state laws” that disadvantages smaller firms and 
entrenches large incumbents. Importantly, the Act creates a mechanism for regulators to review and 
recommend permanent changes to rules if sandbox projects prove safe, shifting the responsibility to 
regulators to show why existing rules should remain.
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In sum, while the SANDBOX Act keeps momentum behind the administration’s deregulatory Al agenda, 
its comprehensive approach will be difficult to enact. The most likely outcome is partial adoption of its 
provisions through smaller legislative vehicles rather than passage as a stand-alone bill.

For South Korea, the SANDBOX Act is significant because it shows how the U.S. intends to deregulate 
Al and, if adopted, could shape international standards that Korea will need to address. Korea already 
operates its own Al sandbox mechanisms under the Al Basic Act, which emphasizes safety and 
oversight. By contrast, the U.S. bill prioritizes deregulation and innovation speed, reflecting divergent 
approaches that could influence international standards. If enacted in any form, a U.S. federal sandbox 
could create opportunities for Korean companies to pilot Al products in the American market, but it may 
also strengthen U.S. pressure on allies to align with its deregulatory model. Korean lawmakers should 
therefore view the SANDBOX Act as both a potential opportunity for business engagement and a 
harbinger of future debates on how to balance innovation with consumer protection.

The bill enjoys strong backing from the Republican leadership, the White House, industry stakeholders, 
and several policy groups. In the House, where Republican leadership is aligned with President Trump’s 
Al agenda, the bill could advance more easily. By contrast, Democrats emphasize the need for Al 
guardrails, consumer protection, and agency oversight. Many lawmakers are reluctant to hand sweeping 
waiver authority to OSTP, fearing the erosion of existing public safeguards. Even some Republicans may 
hesitate, given the precedent of the Senate’s near-unanimous rejection of a blanket moratorium on state 
Al laws earlier in the year. That 99-1 vote underscored bipartisan unease with sweeping federal 
preemption.

Given these dynamics, the SANDBOX Act is expected to advance through the Senate Commerce 
Committee but faces an uphill battle on the Senate floor, where 60 votes are required to overcome a 
filibuster. Passage in its current form appears unlikely. More plausibly, some elements of the bill such as 
annual reporting requirements, pilot testing programs, or streamlined processes for repealing outdated 
regulations may be repackaged into narrower, bipartisan legislation.

KIPEC is registered under FARA. This material is distributed by the Korea Inter-Parliamentary Exchange Center 

(KIPEC) on behalf of the National Assembly of the Republic of Korea. Additional information is on file with the 

Department of Justice, Washington, D.C.
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0 Thursday at 10:00 a.m.

“ Date & Time: Thursday, October 2, 2025 | 10:00 - 

11:00 AM EDT (In-person only event)
* Location: 1660 L St NW, Suite 1050, Washington, 

DC 20036

I

Tomorrow, we're excited to welcome Allen Orr for an 

exclusive discussion on Georgia's ICE raids and the 

latest updates in U.S. visa policy.

Immigration
Enforcement and Visa 
Reform under Trump: 
Lessons for Korea

Allen Orr
Founder. Orr Immigration 

Law Firm P.C.

Past President, American 
Immigration Lawyers 

Association (AILA)

Olivia Kim
KIPEC Research Fellow
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Announcements

Upcoming Roundtable:

Immigration Enforcement and Visa Reform under Trump: Lessons for Korea

Date & Time: Thursday, October 2.2025 110:00 - 11:00 AM EDT (In-person only event)

Location: 156C L St NW, Suite 1050, Washington, DC 20036

This session will feature:

Allen Orr, Founder of Orr Immigration Law Firm P.C. and past president of the American Immigration Lawyers Association (AILA) 
Moderated by Olivia Kim. KIPtC Research Fellow

Join us this Ihursday at 10:00 a.m. fora timely roundtable with Allen Orr. We’ll discuss the frump administration's immigration agenda and its implications for 
Korean companies and professionals in the U.S. Topics include the Georgia immigration raid, changes to the H-1B system, and the prospects for a Korea- 
specific visa category.
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The United States Government Shuts Down

Received by NSD/FARA Registration Unit 10/01/2025 4:17:08 PM

KIPEC QUICK ANALYSIS

BACKGROUND: At 12:01 a.m. today, after Congress failed to pass a funding bill, the United States 
Government “shut down” for the 10th time since 1980, and hundreds of thousands of federal government 

workers were furloughed. Government shutdowns are a function of the U.S. Constitution, which bans 
withdrawals from the Treasury in the absence of appropriated funds, and the Anti-Deficiency Act of 1905, 
which prohibits spending unappropriated funds and bars the government from “accepting] voluntary services. 
Prior to 1980, such lapses in appropriations had little effect on government operations, but a 1980 legal opinion 
by Attorney General Benjamin Civiletti required that government functions cease during a lapse of 
appropriations, with exceptions provided for activities that were (1) authorized by law in spite of the Anti­
Deficiency Act, (2) reserved to the President under Article 2 of the Constitution, and (3) for emergencies as 
provided for by the Anti-Deficiency Act itself. In practice, the application of these three exceptions has varied 
dramatically over time, with functions that were suspended under one shutdown frequently being conducted 
during the next.

In this shutdown, like others, the number of government employees who have been furloughed has varied from 
one agency to the next, with the New York Times reporting that no one has been furloughed at the Internal 
Revenue Service, while 89% of the Environmental Protection Agency’s 15,166 employees have been sent 
home. At the Department of Defense, 45% of civilian workers have been furloughed, but as has always been 
the case, all uniformed members of the armed forces remain on the job.

COMMENT: Past shutdowns have tended to last until one side concludes that it is losing the political struggle 
and makes concessions to the other party. Typically, the “loser” is the party that is perceived by the public as 
having instigated the shutdown, which is why Republicans and Democrats are now furiously proclaiming that it 
is only because of the other party’s unreasonableness that we have come to this situation. (On Monday, 
President Trump referred to the Democrats as “deranged.”) A few hours into this shutdown, it is impossible to 
tell which party is in the stronger position: on the one hand, the Republicans can argue that it is the Democrats 
who are refusing to pass a “clean” appropriation and reopen the government, but on the other, polls consistently 
show that health care, on which the Democrats have staked their position, is one of their strongest issues. It is 
also impossible to predict how long the closure will last; one contact speculated to us today that it might be over 
by October 10, but we note that the last shutdown, in 2018, lasted 34 days (the longest ever) and the country and 
the political parties are unquestionably more polarized now than they were seven years ago.

Past shutdowns have usually been a function of Republican-led Congresses attempting to extract policy 
victories from Democratic presidents; in this case the dynamic is reversed, with Democrats refusing to support 
an appropriations bill or continuing resolution unless it extends healthcare subsidies for the Affordable Care Act 
(Obamacare), which expire at the end of this year, and reverse cuts to Medicaid (subsidized health care for the 
poor) which were enacted as part of Trump’s tax-and-immigration bill.

KIPEC “Quick Analyses” are an occasional, irregular series of quick analyses of 
developments in Washington that we publish on an as-needed basis.
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Much of this damage, however, is not readily visible to the average American. And one thing that almost 
certainly will happen is that Americans’ cynicism and distrust of their government will get worse.

Finally, one thing that is important to remember about government shutdowns is that for all the sturm und drang 
that they generate in the press and among politicians, their effect on the average American is barely noticeable. 
Air traffic controllers are on the job and flights are likely to continue as normal, social security payments will be 
made on time, the national parks apparently are going to remain open, etc. That does not mean, however, that 
there is not real damage. The Department of Labor and Commerce have confirmed they will halt major 
statistical releases, meaning the September jobs report and August trade/construction data will not be published 
on schedule. That complicates monitoring of the U.S. economy, which is critical for Korean policymakers and 
businesses. A prolonged shutdown could also delay the third-quarter GDP estimate. Moreover, Politico is 
reporting that the Administration has taken steps to ensure tariff and trade activities continue through the 
shutdown. USTR is retaining about 60 percent of its staff and will keep advancing tariff programs and trade 
talks with key partners, including Korea. Commerce is also continuing import licensing, tariff investigations, 
and export controls.

KIPEC is registered under FARA. This material is distributed by the Korea Inter-Parliamentary Exchange Center (KIPEC) 

on behalf of the National Assembly of the Republic of Korea. Additional information is on file with the Department of 

Justice, Washington, D.C.
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KIPEC 0|4> ZEIHg 4-ISS D.C.OjlAi ^2 S2t0|l M gV ZZAIgqq. £ A|E|ZSg

B201I qq HlSHqZZ BS

Eqgg m&0| 'ZS21 Sfe(clean)' 011*12® UVmz

a2jo|Z &AIIVZ $01 SA|q SSS0| °!Eg qgq, Ala >VgoFq.

g gqgoi vaqa 210 mg £H§goni §qq gas gomqg qsoiiAi B^^q. 

zqq oiaoife yqg msoi oHAi-gcaa ^jaioikm- ^o|E)oii behoFEa-i awf Boim. mga oib 

oiisgoii 2Hmioi azg ggq ggg aib ggg °i^ais) oiie vsoi

Beai s^EHOf °iqz vSoFz gq.

qg 0||2|£ gq.d) ^HSSafeaiBj o| qgdFa Bs (2)SS Ai|2ZCHl qq goal Ml

mib (3)2® ^(emergencies) LHE figg V gq. BA1I2 OI&IS 0||2| q§ sgg 

gWDI-q Ba, °F Afsil mgoilAl SEB naoi qg mao||A-|g gqqg S4£ ggq.

Ola maoiiA-iz vaib emq gag htii qzq. vaaB^oii qzs aAHS(iRS)oiiA-ie g °F S£ 

eqa-Ai ggzq, gga£S(EPA)g saii 15,166§ qg s 89%~jf #qoii so-igq. ggea gg gqq 

g 45%q soiaie, sq ebb ss ebs oiorz gq.

mao| A|qg Al Bq q Aizqoil AI4AI goF BAH OiE ^0| SA|q ooB g^A|- ^si-BoFq.

gza, mga qei aiaisoi ag

2B 2E 12A| 1g, qqq 01IS2® KI-AHIAI gofBAI DR BBSVa 1980E 0|o « 

'^qg(shutdown]'0|| f«. 0|a B6H V^EF S°l gg^SOI SA1IZ VEaqoil

KIPEC O|4> SEIS

sv maa Bsq-s>q aiizoii nm di °m eg ga ahs am ema gza,

1905E Ailgg rAHSqAFEA|g(Anti-DeficiencyAct)j 2 e2!£|A| gg OHB AISB Be S¥1F 'AfBq 

¥B gAF'» va tjtifai EAiqz qq.i980E oiqofe oiaB 0^ ^oi qg ggq e qq§ 4^1 

ggzq, 1980E yiA-iEl A|B£i|E| SVSaq SS oHS 0|° 0||<M- E*q A| Sv Bgg gqqzz 

ggqqoi: ma gqoi waqgq.

qq ARiioiiA-i aa, ^qgg gg s q*= moi §ais was® g^W gqz be® Wai oioiAia, 

Bq aM goH g^qa ma ggq. chaiiz 'sais wa qgoi ma afehs bee ¥aiiz 

EVdFa goiq. 01 qgoii gqgq m& ag 01a afefhf gqgq 'h|efbs ehz' qgoiEFz SopHl 

VSdFZ gq.(Ean qgga S2^ mW "SSOig ae(deranged)"O|EFz H|L^q.) 
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Oct 1 / Website / Roundtable(Overview of the U.S. Congress for Newly Assigned Washington

Correspondents) 

https://kipec.org/bsr/board.php?bo_table=semina&wr_id=32 

https://kipec.org/ko/bsr/board.php?bo_table=semina
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