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The Committee on Natural Resources, to whom was referred the
bill (H.R. 5278) to establish an Oversight Board to assist the Gov-
ernment of Puerto Rico, including instrumentalities, in managing
its public finances, and for other purposes, having considered the
same, report favorably thereon with an amendment and rec-
ommend that the bill as amended do pass.

The amendment is as follows:

Strike all after the enacting clause and insert the following:
SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as the “Puerto Rico Oversight, Manage-
ment, and Economic Stability Act” or “PROMESA”.

(b) TABLE OF CONTENTS.—The table of contents of this Act is as follows:
Sec. 1. Short title; table of contents.

Sec. 2. Effective date.
Sec. 3. Severability.
Sec. 4. Supremacy.
Sec. g Definitions.
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Sec. 6. Placement.
Sec. 7. Compliance with Federal laws.

TITLE I—ESTABLISHMENT AND ORGANIZATION OF OVERSIGHT BOARD

Sec. 101. Financial Oversight and Management Board.

Sec. 102. Location of Oversight Board.

Sec. 103. Executive Director and staff of Oversight Board.

Sec. 104. Powers of Oversight Board.

Sec. 105. Exemption from liability for claims.

Sec. 106. Treatment of actions arising from Act.

Sec. 107. Budget and funding for operation of Oversight Board.
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Sec. 108. Autonomy of Oversight Board.
Sec. 109. Ethics.

TITLE II—RESPONSIBILITIES OF OVERSIGHT BOARD

Sec. 201. Approval of fiscal plans.

Sec. 202. Approval of budgets.

Sec. 203. Effect of finding of noncompliance with budget.

Sec. 204. Review of activities to ensure compliance with fiscal plan.
Sec. 205. Recommendations on financial stability and management responsibility.
Sec. 206. Oversight Board duties related to restructuring.

Sec. 207. Oversight Board authority related to debt issuance.

Sec. 208. Required reports.

Sec. 209. Termination of Oversight Board.

Sec. 210. No full faith and credit of the United States.

Sec. 211. Analysis of pensions.

Sec. 212. Intervention in litigation.

TITLE III—ADJUSTMENTS OF DEBTS

Sec. 301. Applicability of other laws; definitions.

Sec. 302. Who may be a debtor.

Sec. 303. Reservation of territorial power to control territory and territorial instrumentalities.
Sec. 304. Petition and proceedings relating to petition.
Sec. 305. Limitation on jurisdiction and powers of court.
Sec. 306. Jurisdiction.

Sec. 307. Venue.

Sec. 308. Selection of presiding judge.

Sec. 309. Abstention.

Sec. 310. Applicable rules of procedure.

Sec. 311. Leases.

Sec. 312. Filing of plan of adjustment.

Sec. 313. Modification of plan.

Sec. 314. Confirmation.

Sec. 315. Role and capacity of Oversight Board.

Sec. 316. Compensation of professionals.

Sec. 317. Interim compensation.

TITLE IV—MISCELLANEOUS PROVISIONS

Sec. 401. Rules of construction.

Sec. 402. Right of Puerto Rico to determine its future political status.

Sec. 403. First minimum wage in Puerto Rico.

Sec. 404. Application of regulation to Puerto Rico.

Sec. 405. Automatic stay upon enactment.

Sec. 406. Purchases by territory governments.

Sec. 407. Protection from inter-debtor transfers.

Sec. 408. GAO report on Small Business Administration programs in Puerto Rico.
Sec. 409. Congressional Task Force on Economic Growth in Puerto Rico.

Sec. 410. Report.

TITLE V—PUERTO RICO INFRASTRUCTURE REVITALIZATION

Sec. 501. Definitions.

Sec. 502. Position of Revitalization Coordinator.
Sec. 503. Critical projects.

Sec. 504. Miscellaneous provisions.

Sec. 505. Federal agency requirements.

Sec. 506. Judicial review.

Sec. 507. Savings clause.

TITLE VI—CREDITOR COLLECTIVE ACTION

Sec. 601. Creditor Collective action.
Sec. 602. Applicable law.

TITLE VII—SENSE OF CONGRESS REGARDING PERMANENT, PRO-GROWTH FISCAL REFORMS
Sec. 701. Sense of Congress regarding permanent, pro-growth fiscal reforms.
SEC. 2. EFFECTIVE DATE.

(a) IN GENERAL.—Except as provided in subsection (b), this Act shall take effect
on the date of the enactment of this Act.

(b) TrTLE III AND TITLE VI.—

(1) Title III shall apply with respect to cases commenced under title III on
or after the date of the enactment of this Act.

(2) Titles IIT and VI shall apply with respect to debts, claims, and liens (as
such terms are defined in section 101 of title 11, United States Code) created
before, on, or after such date.

SEC. 3. SEVERABILITY.

If any provision of this Act or the application thereof to any person or cir-
cumstance is held invalid, the remainder of this Act, or the application of that provi-
sion to persons or circumstances other than those as to which it is held invalid, is
not affected thereby, provided that title III is not severable from titles I and II, and
titles I and II are not severable from title III.

SEC. 4. SUPREMACY.

The provisions of this Act shall prevail over any general or specific provisions of
territory law, State law, or regulation that is inconsistent with this Act.



SEC. 5. DEFINITIONS.

In this Act—

(1) AGREED ACCOUNTING STANDARDS.—The term “agreed accounting stand-
ards” means modified accrual accounting standards or, for any period during
which the Oversight Board determines in its sole discretion that a territorial
government is not reasonably capable of comprehensive reporting that complies
with modified accrual accounting standards, such other accounting standards as
proposed by the Oversight Board.

(2) BOND.—The term “Bond” means a bond, loan, letter of credit, other bor-
rowing title, obligation of insurance, or other financial indebtedness for bor-
rowed money, including rights, entitlements, or obligations whether such rights,
entitlements, or obligations arise from contract, statute, or any other source of
law, in any case, related to such a bond, loan, letter of credit, other borrowing
title, obligation of insurance, or other financial indebtedness in physical or de-
materialized form of which the issuer, obligor, or guarantor is the territorial
government.

(3) BOND cLAIM.—The term “Bond Claim” means, as it relates to a Bond—

(A) right to payment, whether or not such right is reduced to judgment,
liquidated, unliquidated, fixed, contingent, matured, unmatured, disputed,
undisputed, legal, equitable, secured, or unsecured; or

(B) right to an equitable remedy for breach of performance if such breach
gives rise to a right to payment, whether or not such right to an equitable
remedy is reduced to judgment, fixed, contingent, matured, unmatured, dis-
puted, undisputed, secured, or unsecured.

(4) BUDGET.—The term “Budget” means the Territory Budget or an Instru-
mentality Budget, as applicable.

(5) PUERTO RICO.—The term “Puerto Rico” means the Commonwealth of Puer-
to Rico.

(6) COMPLIANT BUDGET.—The term “compliant budget” means a budget that
is prepared in accordance with—

(A) agreed accounting standards; and

(B) the applicable Fiscal Plan.

(7) COVERED TERRITORIAL INSTRUMENTALITY.—The term “covered territorial
instrumentality” means a territorial instrumentality designated by the Over-
sight Board pursuant to section 101 to be subject to the requirements of this
Act.

(8) COVERED TERRITORY.—The term “covered territory” means a territory for
which an Oversight Board has been established under section 101.

(9) EXECUTIVE DIRECTOR.—The term “Executive Director” means an Executive
Director appointed under section 103(a).

(10) FiscAaL PLAN.—The term “Fiscal Plan” means a Territory Fiscal Plan or
an Instrumentality Fiscal Plan, as applicable.

(11) GOVERNMENT OF PUERTO RICO.—The term “Government of Puerto Rico”
mtlaans the Commonwealth of Puerto Rico, including all its territorial instrumen-
talities.

(12) GOVERNOR.—The term “Governor” means the chief executive of a covered
territory.

(13) INSTRUMENTALITY BUDGET.—The term “Instrumentality Budget” means a
budget for a covered territorial instrumentality, designated by the Oversight
Board in accordance with section 101, submitted, approved, and certified in ac-
cordance with section 202.

(14) INSTRUMENTALITY FISCAL PLAN.—The term “Instrumentality Fiscal Plan”
means a fiscal plan for a covered territorial instrumentality, designated by the
Oversight Board in accordance with section 101, submitted, approved, and cer-
tified in accordance with section 201.

(15) LEGISLATURE.—The term “Legislature” means the legislative body re-
sponsible for enacting the laws of a covered territory.

(16) MODIFIED ACCRUAL ACCOUNTING STANDARDS.—The term “modified ac-
crual accounting standards” means recognizing revenues as they become avail-
able and measurable and recognizing expenditures when liabilities are incurred,
in each case as defined by the Governmental Accounting Standards Board, in
accordance with generally accepted accounting principles.

(17) OVERSIGHT BOARD.—The term “Oversight Board” means a Financial
Oversight and Management Board established in accordance with section 101.

(18) TERRITORIAL GOVERNMENT.—The term “territorial government” means
the government of a covered territory, including all covered territorial instru-
mentalities.

(19) TERRITORIAL INSTRUMENTALITY.—
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(A) IN GENERAL.—The term “territorial instrumentality” means any polit-
ical subdivision, public agency, instrumentality—including any instrumen-
tality that is also a bank—or public corporation of a territory, and this term
should be broadly construed to effectuate the purposes of this Act.

(B) ExXcLUSION.—The term “territorial instrumentality” does not include
an Oversight Board.

(20) TERRITORY.—The term “territory” means—

(A) Puerto Rico;

(B) Guam;

(C) American Samoa;

(D) the Commonwealth of the Northern Mariana Islands; or

(E) the United States Virgin Islands.

(21) TERRITORY BUDGET.—The term “Territory Budget” means a budget for a
territorial government submitted, approved, and certified in accordance with
section 202.

(22) TERRITORY FISCAL PLAN.—The term “Territory Fiscal Plan” means a fiscal
plan for a territorial government submitted, approved, and certified in accord-
ance with section 201.

SEC. 6. PLACEMENT.

The Law Revision Counsel is directed to place this Act as chapter 20 of title 48,
United States Code.

SEC. 7. COMPLIANCE WITH FEDERAL LAWS.

Except as otherwise provided in this Act, nothing in this Act shall be construed
as impairing or in any manner relieving a territorial government, or any territorial
instrumentality thereof, from compliance with Federal laws or requirements or ter-
ritorial laws and requirements implementing a federally authorized or federally del-
egated program protecting the health, safety, and environment of persons in such
territory.

TITLE I—-ESTABLISHMENT AND
ORGANIZATION OF OVERSIGHT BOARD

SEC. 101. FINANCIAL OVERSIGHT AND MANAGEMENT BOARD.

(a) PURPOSE.—The purpose of the Oversight Board is to provide a method for a
covered territory to achieve fiscal responsibility and access to the capital markets.
(b) ESTABLISHMENT.—

(1) IN GENERAL.—Except as provided in paragraph (2), a Financial Oversight
and Management Board for a territory is established in accordance with this
section only if the Legislature of the territory adopts a resolution signed by the
Governor requesting the establishment.

(2) PUERTO RIcO.—Notwithstanding paragraph (1), a Financial Oversight and
Management Board is hereby established for Puerto Rico.

(3) CONSTITUTIONAL BASIS.—The Congress enacts this Act pursuant to article
IV, section 3 of the Constitution of the United States, which provides Congress
the power to dispose of and make all needful rules and regulations for terri-
tories.

(c) TREATMENT.—An Oversight Board established under this section—

(1) shall be created as an entity within the territorial government for which
it is established in accordance with this title; and

(2) shall not be considered to be a department, agency, establishment, or in-
strumentality of the Federal Government.

(d) OVERSIGHT OF TERRITORIAL INSTRUMENTALITIES.—

(1) DESIGNATION.—

(A) IN GENERAL.—An Oversight Board, in its sole discretion at such time
as the Oversight Board determines to be appropriate, may designate any
territorial instrumentality as a covered territorial instrumentality that is
subject to the requirements of this Act.

(B) BUDGETS AND REPORTS.—The Oversight Board may require, in its sole
discretion, the Governor to submit to the Oversight Board such budgets and
monthly or quarterly reports regarding a covered territorial instrumentality
as the Oversight Board determines to be necessary and may designate any
covered territorial instrumentality to be included in the Territory Budget;
except that the Oversight Board may not designate a covered territorial in-
strumentality to be included in the Territory Budget if applicable territory
law does not require legislative approval of such covered territorial instru-
mentality’s budget.
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(C) SEPARATE INSTRUMENTALITY BUDGETS AND REPORTS.—The Oversight
Board in its sole discretion may or, if it requires a budget from a covered
territorial instrumentality whose budget does not require legislative ap-
proval under applicable territory law, shall designate a covered territorial
instrumentality to be the subject of an Instrumentality Budget separate
from the applicable Territory Budget and require that the Governor develop
such an Instrumentality Budget.

(D) INCLUSION IN TERRITORY FISCAL PLAN.—The Oversight Board may re-
quire, in its sole discretion, the Governor to include a covered territorial in-
strumentality in the applicable Territory Fiscal Plan. Any covered terri-
torial instrumentality submitting a separate Instrumentality Fiscal Plan
must also submit a separate Instrumentality Budget.

(E) SEPARATE INSTRUMENTALITY FISCAL PLANS.—The Oversight Board
may designate, in its sole discretion, a covered territorial instrumentality
to be the subject of an Instrumentality Fiscal Plan separate from the appl-
cable Territory Fiscal Plan and require that the Governor develop such an
Instrumentality Fiscal Plan. Any covered territorial instrumentality sub-
mitting a separate Instrumentality Fiscal Plan must also submit a separate
Instrumentality Budget.

(2) EXCLUSION.—

(A) IN GENERAL.—An Oversight Board, in its sole discretion, at such time
as the Oversight Board determines to be appropriate, may exclude any ter-
ritorial instrumentality from the requirements of this Act.

(B) TREATMENT.—A territorial instrumentality excluded pursuant to this
palragraph shall not be considered to be a covered territorial instrumen-
tality.

(e) MEMBERSHIP.—
(1) IN GENERAL.—

(A) The Oversight Board shall consist of seven members appointed by the
President who meet the qualifications described in subsection (f) and sec-
tion 109(a).

(B) The Board shall be comprised of one Category A member, one Cat-
egory B member, two Category C members, one Category D member, one
Category E member, and one Category F member.

(2) APPOINTED MEMBERS.—

(A) The President shall appoint the individual members of the Oversight
Board, of which—

(i) the Category A member should be selected from a list of individ-
uals submitted by the Speaker of the House of Representatives;

(i) the Category B member should be selected from a separate list
of individuals submitted by the Speaker of the House of Representa-
tives;

(iii) the Category C members should be selected from a list submitted
by the Majority Leader of the Senate;

(iv) the Category D member should be selected from a list submitted
by the Minority Leader of the House of Representatives;

(v) the Category E member should be selected from a list submitted
by the Minority Leader of the Senate; and

(vi) the Category F member may be selected in the President’s sole
discretion.

(B) After the President’s selection of the Category F Board member, for
purposes of subparagraph (A) and within a timely manner—

(i) the Speaker of the House of Representatives shall submit two non-
overlapping lists of at least three individuals to the President; one list
shall include three individuals who maintain a primary residence in
the territory or have a primary place of business in the territory;

(i1) the Senate Majority Leader shall submit a list of at least four in-
dividuals to the President;

(ii1) the Minority Leader of the House of Representatives shall submit
a list of at least three individuals to the President; and

(iv) the Minority Leader of the Senate shall submit a list of at least
three individuals to the President.

(C) If the President does not select any of the names submitted under
subparagraphs (A) and (B), then whoever submitted such list may supple-
ment the lists provided in this subsection with additional names.

(D) The Category A member shall maintain a primary residence in the
territory or have a primary place of business in the territory.

(E) With respect to the appointment of a Board member in Category A,
B, C, D, or E, such an appointment shall be by and with the advice and
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consent of the Senate, unless the President appoints an individual from a
list, as provided in this subsection, in which case no Senate confirmation
is required.

(F) In the event of a vacancy of a Category A, B, C, D, or E Board seat,
the corresponding congressional leader referenced in subparagraph (A) shall
submit a list pursuant to this subsection within a timely manner of the
Board member’s resignation or removal becoming effective.

(G) With respect to an Oversight Board for Puerto Rico, in the event any
of the 7 members have not been appointed by September 30, 2016, then the
President shall appoint an individual from the list for the current vacant
category by December 1, 2016, provided that such list includes at least 2
individuals per vacancy who meet the requirements set forth in subsection
(f) and section 109, and are willing to serve.

(3) Ex ofFFicio MEMBER.—The Governor, or the Governor’s designee, shall be
an ex officio member of the Oversight Board without voting rights.

(4) CHAIR.—The voting members of the Oversight Board shall designate one
of the voting members of the Oversight Board as the Chair of the Oversight
Board (referred to hereafter in this Act as the “Chair”) within 30 days of the
full appointment of the Oversight Board.

(5) TERM OF SERVICE.—

(A) IN GENERAL.—Each appointed member of the Oversight Board shall
be appointed for a term of 3 years.

(B) REMOVAL.—The President may remove any member of the Oversight
Board only for cause.

(C) CONTINUATION OF SERVICE UNTIL SUCCESSOR APPOINTED.—Upon the
expiration of a term of office, a member of the Oversight Board may con-
tinue to serve until a successor has been appointed.

(D) REAPPOINTMENT.—An individual may serve consecutive terms as an
appointed member, provided that such reappointment occurs in compliance
with paragraph (6).

(6) VACANCIES.—A vacancy on the Oversight Board shall be filled in the same
manner in which the original member was appointed.

(f) ELIGIBILITY FOR APPOINTMENTS.—An individual is eligible for appointment as
a member of the Oversight Board only if the individual—

(1) has knowledge and expertise in finance, municipal bond markets, manage-
ment, law, or the organization or operation of business or government; and

(2) prior to appointment, an individual is not an officer, elected official, or em-
ployee of the territorial government, a candidate for elected office of the terri-
torial government, or a former elected official of the territorial government.

(g) No COMPENSATION FOR SERVICE.—Members of the Oversight Board shall serve
without pay, but may receive reimbursement from the Oversight Board for any rea-
sonable and necessary expenses incurred by reason of service on the Oversight
Board.

(h) ADOPTION OF BYLAWS FOR CONDUCTING BUSINESS OF OVERSIGHT BOARD.—

(1) IN GENERAL.—AS soon as practicable after the appointment of all members
and appointment of the Chair, the Oversight Board shall adopt bylaws, rules,
and procedures governing its activities under this Act, including procedures for
hiring experts and consultants. Such bylaws, rules, and procedures shall be
public documents, and shall be submitted by the Oversight Board upon adoption
to the Governor, the Legislature, the President, and Congress. The Oversight
Board may hire professionals as it determines to be necessary to carry out this
subsection.

(2) ACTIVITIES REQUIRING APPROVAL OF MAJORITY OF MEMBERS.—Under the
bylaws adopted pursuant to paragraph (1), the Oversight Board may conduct its
operations under such procedures as it considers appropriate, except that an af-
firmative vote of a majority of the members of the Oversight Board’s full ap-
pointed membership shall be required in order for the Oversight Board to ap-
prove a Fiscal Plan under section 201, to approve a Budget under section 202,
to cause a legislative act not to be enforced under section 204, or to approve
or disapprove an infrastructure project as a Critical Project under section 503.

(3) ADOPTION OF RULES AND REGULATIONS OF TERRITORIAL GOVERNMENT.—The
Oversight Board may incorporate in its bylaws, rules, and procedures under this
subsection such rules and regulations of the territorial government as it con-
siders appropriate to enable it to carry out its activities under this Act with the
greatest degree of independence practicable.

(4) EXECUTIVE SESSION.—Upon a majority vote of the Oversight Board’s full
voting membership, the Oversight Board may conduct its business in an execu-
tive session that consists solely of the Oversight Board’s voting members and
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is closed to the public, but only for the business items set forth as part of the
vote to convene an executive session.

SEC. 102. LOCATION OF OVERSIGHT BOARD.

The Oversight Board shall have an office in the covered territory and additional
offices as it deems necessary. At any time, any department or agency of the United
States may provide the Oversight Board use of Federal facilities and equipment on
a reimbursable or non-reimbursable basis and subject to such terms and conditions
as the head of that department or agency may establish.

SEC. 103. EXECUTIVE DIRECTOR AND STAFF OF OVERSIGHT BOARD.

(a) EXECUTIVE DIRECTOR.—The Oversight Board shall have an Executive Director
who shall be appointed by the Chair with the consent of the Oversight Board. The
Executive Director shall be paid at a rate determined by the Oversight Board.

(b) STAFF.—With the approval of the Chair, the Executive Director may appoint
and fix the pay of additional personnel as the Executive Director considers appro-
priate, except that no individual appointed by the Executive Director may be paid
at a rate greater than the rate of pay for the Executive Director unless the Over-
sight Board provides for otherwise. The staff shall include a Revitalization Coordi-
nator appointed pursuant to Title V of this Act. Any such personnel may include
private citizens, employees of the Federal Government, or employees of the terri-
torial government, provided, however, that the Executive Director may not fix the
pay of employees of the Federal Government or the territorial government.

(c) INAPPLICABILITY OF CERTAIN EMPLOYMENT AND PROCUREMENT LAWS.—The Ex-
ecutive Director and staff of the Oversight Board may be appointed and paid with-
out regard to any provision of the laws of the covered territory or the Federal Gov-
ernment governing appointments and salaries. Any provision of the laws of the cov-
ered territory governing procurement shall not apply to the Oversight Board.

(d) STAFF OF FEDERAL AGENCIES.—Upon request of the Chair, the head of any
Federal department or agency may detail, on a reimbursable or nonreimbursable
basis, and in accordance with the Intergovernmental Personnel Act of 1970 (5
U.S.C. 3371-3375), any of the personnel of that department or agency to the Over-
sight Board to assist it in carrying out its duties under this Act.

(e) STAFF OF TERRITORIAL GOVERNMENT.—Upon request of the Chair, the head of
any department or agency of the covered territory may detail, on a reimbursable or
nonreimbursable basis, any of the personnel of that department or agency to the
Oversight Board to assist it in carrying out its duties under this Act.

SEC. 104. POWERS OF OVERSIGHT BOARD.

(a) HEARINGS AND SESSIONS.—The Oversight Board may, for the purpose of car-
rying out this Act, hold hearings, sit and act at times and places, take testimony,
and receive evidence as the Oversight Board considers appropriate. The Oversight
Board may administer oaths or affirmations to witnesses appearing before it.

(b) POWERS OF MEMBERS AND AGENTS.—Any member or agent of the Oversight
Board may, if authorized by the Oversight Board, take any action that the Over-
sight Board is authorized to take by this section.

(c) OBTAINING OFFICIAL DATA.—

(1) FROM FEDERAL GOVERNMENT.—Notwithstanding sections 552 (commonly
known as the Freedom of Information Act), 552a (commonly known as the Pri-
vacy Act of 1974), and 552b (commonly known as the Government in the Sun-
shine Act) of title 5, United States Code, the Oversight Board may secure di-
rectly from any department or agency of the United States information nec-
essary to enable it to carry out this Act, with the approval of the head of that
department or agency.

(2) FROM TERRITORIAL GOVERNMENT.—Notwithstanding any other provision of
law, the Oversight Board shall have the right to secure copies, whether written
or electronic, of such records, documents, information, data, or metadata from
the territorial government necessary to enable the Oversight Board to carry out
its responsibilities under this Act. At the request of the Oversight Board, the
Oversight Board shall be granted direct access to such information systems,
records, documents, information, or data as will enable the Oversight Board to
carry out its responsibilities under this Act. The head of the entity of the terri-
torial government responsible shall provide the Oversight Board with such in-
formation and assistance (including granting the Oversight Board direct access
to automated or other information systems) as the Oversight Board requires
under this paragraph.

(d) OBTAINING CREDITOR INFORMATION.—

(1) Upon request of the Oversight Board, each creditor or organized group of
creditors of a covered territory or covered territorial instrumentality seeking to
participate in voluntary negotiations shall provide to the Oversight Board, and
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the Oversight Board shall make publicly available to any other participant, a
statement setting forth—

(A) the name and address of the creditor or of each member of an orga-
nized group of creditors; and

(B) the nature and aggregate amount of claims or other economic inter-
ests held in relation to the issuer as of the later of—

(i) the date the creditor acquired the claims or other economic inter-
ests or, in the case of an organized group of creditors, the date the
group was formed; or

(ii) the date the Oversight Board was formed.

(2) For purposes of this subsection, an organized group shall mean multiple
creditors that are—

(A) acting in concert to advance their common interests, including, but
notz1 limited to, retaining legal counsel to represent such multiple entities;
an

(B) not composed entirely of affiliates or insiders of one another.

(3) The Oversight Board may request supplemental statements to be filed by
each creditor or organized group of creditors quarterly, or if any fact in the most
recently filed statement has changed materially.

(e) GIFTS, BEQUESTS, AND DEVISES.—The Oversight Board may accept, use, and
dispose of gifts, bequests, or devises of services or property, both real and personal,
for the purpose of aiding or facilitating the work of the Oversight Board. Gifts, be-
quests, or devises of money and proceeds from sales of other property received as
gifts, bequests, or devises shall be deposited in such account as the Oversight Board
may establish and shall be available for disbursement upon order of the Chair, con-
sistent with the Oversight Board’s bylaws, or rules and procedures. All gifts, be-
quests or devises and the identities of the donors shall be publicly disclosed by the
Oversight Board within 30 days of receipt.

(f) SUBPOENA POWER.—

(1) IN GENERAL.—The Oversight Board may issue subpoenas requiring the at-
tendance and testimony of witnesses and the production of books, records, cor-
respondence, memoranda, papers, documents, electronic files, metadata, tapes,
and materials of any nature relating to any matter under investigation by the
Oversight Board. Jurisdiction to compel the attendance of witnesses and the
production of such materials shall be governed by the statute setting forth the
scope of personal jurisdiction exercised by the covered territory, or in the case
of Puerto Rico, 32 L.P.R.A. App. III. R. 4. 7., as amended.

(2) FAILURE TO OBEY A SUBPOENA.—If a person refuses to obey a subpoena
issued under paragraph (1), the Oversight Board may apply to the court of first
instance of the covered territory. Any failure to obey the order of the court may
be punished by the court in accordance with civil contempt laws of the covered
territory.

(3) SERVICE OF SUBPOENAS.—The subpoena of the Oversight Board shall be
served in the manner provided by the rules of procedure for the courts of the
covered territory, or in the case of Puerto Rico, the Rules of Civil Procedure of
Puerto Rico, for subpoenas issued by the court of first instance of the covered
territory.

(g) AUTHORITY To ENTER INTO CONTRACTS.—The Executive Director may enter
into such contracts as the Executive Director considers appropriate (subject to the
approval of the Chair) consistent with the Oversight Board’s bylaws, rules, and reg-
ulations to carry out the Oversight Board’s responsibilities under this Act.

(h) AuTHORITY TO ENFORCE CERTAIN LAWS OF THE COVERED TERRITORY.—The
Oversight Board shall ensure the purposes of this Act are met, including by ensur-
ing the prompt enforcement of any applicable laws of the covered territory prohib-
iting public sector employees from participating in a strike or lockout. In the appli-
cation of this subsection, with respect to Puerto Rico, the term “applicable laws” re-
fers to 3 L.P.R.A. 1451q and 3 L.P.R.A. 1451r, as amended.

(i) VOLUNTARY AGREEMENT CERTIFICATION.—

(1) IN GENERAL.—The Oversight Board shall issue a certification to a covered
territory or covered territorial instrumentality if the Oversight Board deter-
mines, in its sole discretion, that such covered territory or covered territorial
instrumentality, as applicable, has successfully reached a voluntary agreement
with holders of its Bond Claims to restructure such Bond Claims—

(A) except as provided in subparagraph (C), if an applicable Fiscal Plan
has been certified, in a manner that provides for a sustainable level of debt
for such covered territory or covered territorial instrumentality, as applica-
ble, and is in conformance with the applicable certified Fiscal Plan;

(B) except as provided in subparagraph (C), if an applicable Fiscal Plan
has not yet been certified, in a manner that provides, in the Oversight
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Board’s sole discretion, for a sustainable level of debt for such covered terri-
tory or covered territorial instrumentality; or

(C) notwithstanding subparagraphs (A) and (B), if an applicable Fiscal
Plan has not yet been certified and the voluntary agreement is limited sole-
ly to an extension of applicable principal maturities and interest on Bonds
issued by such covered territory or covered territorial instrumentality, as
applicable, for a period of up to one year during which time no interest will
be paid on the Bond Claims affected by the voluntary agreement.

(2) EFFECTIVENESS.—The effectiveness of any voluntary agreement referred to
in paragraph (1) shall be conditioned on—

(A) the Oversight Board delivering the certification described in para-
graph (1); and

(B) the agreement of a majority in amount of the Bond Claims of a cov-
ered territory or a covered territorial instrumentality that are to be affected
by such agreement, provided, however, that such agreement is solely for
purposes of serving as a Qualifying Modification pursuant to subsection
601(g) of this Act and shall not alter existing legal rights of holders of Bond
Claims against such covered territory or covered territorial instrumentality
that have not assented to such agreement.

(3) PREEXISTING VOLUNTARY AGREEMENTS.—Any voluntary agreements that
the territorial government or any covered territorial instrumentality has exe-
cuted with holders of its debts to restructure such debts prior to the date of en-
actment of the Act shall be deemed to be in conformance with the requirements
of this subsection, to the extent the requirements of paragraph (2)(B)(i) have
been satisfied.

(j) RESTRUCTURING FILINGS.—

(1) IN GENERAL.—Subject to paragraph (3), before taking an action described
in paragraph (2) on behalf of a debtor or potential debtor in a case under title
II1, the Oversight Board must certify the action.

(2) AcTiONS DESCRIBED.—The actions referred to in paragraph (1) are—

(A) the filing of a petition; or
(B) the submission or modification of a plan of adjustment.

(3) CONDITION FOR PLANS OF ADJUSTMENT.—The Oversight Board may certify
a plan of adjustment only if it determines, in its sole discretion, that it is con-
sistent with the applicable certified Fiscal Plan.

(k) Civi. AcTiONS TOo ENFORCE POWERS.—The Oversight Board may seek judicial
enforcement of its authority to carry out its responsibilities under this Act.

(1) PENALTIES.—

(1) AcTts PROHIBITED.—Any officer or employee of the territorial government
who prepares, presents, or certifies any information or report for the Oversight
Board or any of its agents that is intentionally false or misleading, or, upon
learning that any such information is false or misleading, fails to immediately
advise the Oversight Board or its agents thereof in writing, shall be subject to
prosecution and penalties under any laws of the territory prohibiting the provi-
sion of false information to government officials, which in the case of Puerto
Rico shall include 33 L.P.R.A. 4889, as amended.

(2) ADMINISTRATIVE DISCIPLINE.—In addition to any other applicable penalty,
any officer or employee of the territorial government who knowingly and will-
fully violates paragraph (1) or takes any such action in violation of any valid
order of the Oversight Board or fails or refuses to take any action required by
any such order, shall be subject to appropriate administrative discipline, includ-
ing (when appropriate) suspension from duty without pay or removal from of-
fice, by order of the Governor.

(3) REPORT BY GOVERNOR ON DISCIPLINARY ACTIONS TAKEN.—In the case of a
violation of paragraph (2) by an officer or employee of the territorial govern-
ment, the Governor shall immediately report to the Oversight Board all perti-
nent facts together with a statement of the action taken thereon.

(m) ELECTRONIC REPORTING.—The Oversight Board may, in consultation with the
Governor, ensure the prompt and efficient payment and administration of taxes
through the adoption of electronic reporting, payment and auditing technologies.

(n) ADMINISTRATIVE SUPPORT SERVICES.—Upon the request of the Oversight
Board, the Administrator of General Services or other appropriate Federal agencies
shall promptly provide to the Oversight Board, on a reimbursable or non-reimburs-
able basis, the administrative support services necessary for the Oversight Board to
carry out its responsibilities under this Act.

(o) INVESTIGATION OF DISCLOSURE AND SELLING PRACTICES.—The Oversight Board
may investigate the disclosure and selling practices in connection with the purchase
of bonds issued by the Government of Puerto Rico for or on behalf of any retail in-
vestors including any underrepresentation of risk for such investors and any rela-



10

tionships or conflicts of interest maintained by such broker, dealer, or investment
adviser is as provided in applicable laws and regulations.

(p) FINDINGS OF ANY INVESTIGATION.—The Oversight Board shall make public the
findings of any investigation referenced in subsection (o).

SEC. 105. EXEMPTION FROM LIABILITY FOR CLAIMS.

The Oversight Board, its members, and its employees shall not be liable for any
obligation of or claim against the Oversight Board or its members or employees or
the territorial government resulting from actions taken to carry out this Act.

SEC. 106. TREATMENT OF ACTIONS ARISING FROM ACT.

(a) JURISDICTION.—Except as provided in section 104(f)(2) (relating to the issuance
of an order enforcing a subpoena), and title III (relating to adjustments of debts),
any action against the Oversight Board, and any action otherwise arising out of this
Act, in whole or in part, shall be brought in a United States district court for the
covered territory or, for any covered territory that does not have a district court,
in the United States District Court for the District of Hawaii.

(b) ApPEAL.—Notwithstanding any other provision of law, any order of a United
States district court that is issued pursuant to an action brought under subsection
(a) shall be subject to review only pursuant to a notice of appeal to the applicable
United States Court of Appeals.

(¢c) TIMING OF RELIEF.—Except with respect to any orders entered to remedy con-
stitutional violations, no order of any court granting declaratory or injunctive relief
against the Oversight Board, including relief permitting or requiring the obligation,
borrowing, or expenditure of funds, shall take effect during the pendency of the ac-
tion before such court, during the time appeal may be taken, or (if appeal is taken)
during the period before the court has entered its final order disposing of such ac-
tion.

(d) EXPEDITED CONSIDERATION.—It shall be the duty of the applicable United
States District Court, the applicable United States Court of Appeals, and, as appli-
cable, the Supreme Court of the United States to advance on the docket and to expe-
jiite to the greatest possible extent the disposition of any matter brought under this

ct.

(e) REVIEW OF OVERSIGHT BOARD CERTIFICATIONS.—There shall be no jurisdiction
in any United States district court to review challenges to the Oversight Board’s cer-
tification determinations under this Act.

SEC. 107. BUDGET AND FUNDING FOR OPERATION OF OVERSIGHT BOARD.

(a) SUBMISSION OF BUDGET.—The Oversight Board shall submit a budget for each
fiscal year during which the Oversight Board is in operation, to the President, the
House of Representatives Committee on Natural Resources and the Senate Com-
mittee on Energy and Natural Resources, the Governor, and the Legislature.

(b) FUNDING.—The Oversight Board shall use its powers with respect to the Terri-
tory Budget of the covered territory to ensure that sufficient funds are available to
cover all expenses of the Oversight Board. Within 30 days after the date of enact-
ment of this Act, the territorial government shall designate a dedicated funding
source, not subject to subsequent legislative appropriations, sufficient to support the
annual expenses of the Oversight Board as determined in the Oversight Board’s sole
and exclusive discretion.

SEC. 108. AUTONOMY OF OVERSIGHT BOARD.

(a) IN GENERAL.—Neither the Governor nor the Legislature may—
(1) exercise any control, supervision, oversight, or review over the Oversight
Board or its activities; or
(2) enact, implement, or enforce any statute, resolution, policy, or rule that
woulal impair or defeat the purposes of this Act, as determined by the Oversight
Board.
(b) OVERSIGHT BOARD LEGAL REPRESENTATION.—In any action brought by or on
behalf of the Oversight Board, the Oversight Board shall be represented by such
counsel as it may hire or retain so long as no conflict of interest exists.

SEC. 109. ETHICS.

(a) CONFLICT OF INTEREST.—Notwithstanding any ethics provision governing em-
ployees of the covered territory, all members and staff of the Oversight Board shall
be subject to the Federal conflict of interest requirements described in section 208
of title 18, United States Code.

(b) FINANCIAL DISCLOSURE.—Notwithstanding any ethics provision governing em-
ployees of the covered territory, all members of the Oversight Board and staff des-
ignated by the Oversight Board shall be subject to disclosure of their financial inter-
ests, the contents of which shall conform to the same requirements set forth in sec-
tion 102 of the Ethics in Government Act of 1978 (5 U.S.C. app.).
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TITLE II—RESPONSIBILITIES OF OVERSIGHT
BOARD

SEC. 201. APPROVAL OF FISCAL PLANS.

(a) IN GENERAL.—As soon as practicable after all of the members and the Chair
have been appointed to the Oversight Board in accordance with section 101(e) in the
fiscal year in which the Oversight Board is established, and in each fiscal year
thereafter during which the Oversight Board is in operation, the Oversight Board
shall deliver a notice to the Governor providing a schedule for the process of devel-
opment, submission, approval, and certification of Fiscal Plans. The notice may also
set forth a schedule for revisions to any Fiscal Plan that has already been certified,
which revisions must be subject to subsequent approval and certification by the
Oversight Board. The Oversight Board shall consult with the Governor in estab-
lishing a schedule, but the Oversight Board shall retain sole discretion to set or, by
delivery of a subsequent notice to the Governor, change the dates of such schedule
as it deems appropriate and reasonably feasible.

(b) REQUIREMENTS.—

(1) IN GENERAL.—A Fiscal Plan developed under this section shall, with re-
spect to the territorial government or covered territorial instrumentality, pro-
Vid(ie a method to achieve fiscal responsibility and access to the capital markets,
and—

(A) provide for estimates of revenues and expenditures in conformance
with agreed accounting standards and be based on—

(1) applicable laws; or
(ii) specific bills that require enactment in order to reasonably
achieve the projections of the Fiscal Plan;

(B) ensure the funding of essential public services;

(C) provide adequate funding for public pension systems;

(D) provide for the elimination of structural deficits;

(E) for fiscal years covered by a Fiscal Plan in which a stay under titles
IIT or IV is not effective, provide for a debt burden that is sustainable;

(F) improve fiscal governance, accountability, and internal controls;

(G) enable the achievement of fiscal targets;

(H) create independent forecasts of revenue for the period covered by the
Fiscal Plan;

(I) include a debt sustainability analysis;

(J) provide for capital expenditures and investments necessary to promote
economic growth;

(K) adopt appropriate recommendations submitted by the Oversight
Board under section 205(a);

(L) include such additional information as the Oversight Board deems
necessary;

(M) ensure that assets, funds, or resources of a territorial instrumentality
are not loaned to, transferred to, or otherwise used for the benefit of a cov-
ered territory or another covered territorial instrumentality of a covered
territory, unless permitted by the constitution of the territory, an approved
plan of adjustment under title III, or a Qualifying Modification approved
under title VI; and

(N) respect the relative lawful priorities or lawful liens, as may be appli-
cable, in the constitution, other laws, or agreements of a covered territory
or covered territorial instrumentality in effect prior to the date of enact-
ment of this Act.

(2) TERM.—A Fiscal Plan developed under this section shall cover a period of
fiscal years as determined by the Oversight Board in its sole discretion but in
any case a period of not less than 5 fiscal years from the fiscal year in which
it 1s certified by the Oversight Board.

(c) DEVELOPMENT, REVIEW, APPROVAL, AND CERTIFICATION OF FISCAL PLANS.—

(1) TIMING REQUIREMENT.—The Governor may not submit to the Legislature
a Territory Budget under section 202 for a fiscal year unless the Oversight
Board has certified the Territory Fiscal Plan for that fiscal year in accordance
with this subsection, unless the Oversight Board in its sole discretion waives
this requirement.

(2) FISCAL PLAN DEVELOPED BY GOVERNOR.—The Governor shall submit to the
Oversight Board any proposed Fiscal Plan required by the Oversight Board by
the time specified in the notice delivered under subsection (a).

(3) REVIEW BY THE OVERSIGHT BOARD.—The Oversight Board shall review any
proposed Fiscal Plan to determine whether it satisfies the requirements set
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forth in subsection (b) and, if the Oversight Board determines in its sole discre-
tion that the proposed Fiscal Plan—
(A) satisfies such requirements, the Oversight Board shall approve the
proposed Fiscal Plan; or
(B) does not satisfy such requirements, the Oversight Board shall provide
to the Governor—
(i) a notice of violation that includes recommendations for revisions
to the applicable Fiscal Plan; and
(i) an opportunity to correct the violation in accordance with sub-
section (d)(1).

(d) REVISED FiscaL PLAN.—

(1) IN GENERAL.—If the Governor receives a notice of violation under sub-
section (¢)(3), the Governor shall submit to the Oversight Board a revised pro-
posed Fiscal Plan in accordance with subsection (b) by the time specified in the
notice delivered under subsection (a). The Governor may submit as many re-
vised Fiscal Plans to the Oversight Board as the schedule established in the no-
tice delivered under subsection (a) permits.

(2) DEVELOPMENT BY OVERSIGHT BOARD.—If the Governor fails to submit to
the Oversight Board a Fiscal Plan that the Oversight Board determines in its
sole discretion satisfies the requirements set forth in subsection (b) by the time
specified in the notice delivered under subsection (a), the Oversight Board shall
develop and submit to the Governor and the Legislature a Fiscal Plan that sat-
isfies the requirements set forth in subsection (b).

(e) APPROVAL AND CERTIFICATION.—

(1) APPROVAL OF FISCAL PLAN DEVELOPED BY GOVERNOR.—If the Oversight
Board approves a Fiscal Plan under subsection (c)(3), it shall deliver a compli-
ance certification for such Fiscal Plan to the Governor and the Legislature.

(2) DEEMED APPROVAL OF FISCAL PLAN DEVELOPED BY OVERSIGHT BOARD.—If
the Oversight Board develops a Fiscal Plan under subsection (d)(2), such Fiscal
Plan shall be deemed approved by the Governor, and the Oversight Board shall
issue a compliance certification for such Fiscal Plan to the Governor and the
Legislature.

(f) JOINT DEVELOPMENT OF FISCAL PLAN.—Notwithstanding any other provision of
this section, if the Governor and the Oversight Board jointly develop a Fiscal Plan
for the fiscal year that meets the requirements under this section, and that the Gov-
ernor and the Oversight Board certify that the fiscal plan reflects a consensus be-
tween the Governor and the Oversight Board, then such Fiscal Plan shall serve as
the Fiscal Plan for the territory or territorial instrumentality for that fiscal year.

SEC. 202. APPROVAL OF BUDGETS.

(a) REASONABLE SCHEDULE FOR DEVELOPMENT OF BUDGETS.—As soon as prac-
ticable after all of the members and the Chair have been appointed to the Oversight
Board in the fiscal year in which the Oversight Board is established, and in each
fiscal year thereafter during which the Oversight Board is in operation, the Over-
sight Board shall deliver a notice to the Governor and the Legislature providing a
schedule for developing, submitting, approving, and certifying Budgets for a period
of fiscal years as determined by the Oversight Board in its sole discretion but in
any case a period of not less than one fiscal year following the fiscal year in which
the notice is delivered. The notice may also set forth a schedule for revisions to
Budgets that have already been certified, which revisions must be subject to subse-
quent approval and certification by the Oversight Board. The Oversight Board shall
consult with the Governor and the Legislature in establishing a schedule, but the
Oversight Board shall retain sole discretion to set or, by delivery of a subsequent
notice to the Governor and the Legislature, change the dates of such schedule as
it deems appropriate and reasonably feasible.

(b) REVENUE FORECAST.—The Oversight Board shall submit to the Governor and
Legislature a forecast of revenues for the period covered by the Budgets by the time
specified in the notice delivered under subsection (a), for use by the Governor in de-
veloping the Budget under subsection (c).

(c) BUDGETS DEVELOPED BY GOVERNOR.—

(1) GOVERNOR’S PROPOSED BUDGETS.—The Governor shall submit to the Over-
sight Board proposed Budgets by the time specified in the notice delivered
under subsection (a). In consultation with the Governor in accordance with the
process specified in the notice delivered under subsection (a), the Oversight
Board shall determine in its sole discretion whether each proposed Budget is
compliant with the applicable Fiscal Plan and—

h(l?l) if a proposed Budget is a compliant budget, the Oversight Board
shall—
(i) approve the Budget; and
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(i) if the Budget is a Territory Budget, submit the Territory Budget
to the Legislature; or
(B) if the Oversight Board determines that the Budget is not a compliant
budget, the Oversight Board shall provide to the Governor—
(i) a notice of violation that includes a description of any necessary
corrective action; and
(i) an opportunity to correct the violation in accordance with para-
graph (2).

(2) GOVERNOR’S REVISIONS.—The Governor may correct any violations identi-
fied by the Oversight Board and submit a revised proposed Budget to the Over-
sight Board in accordance with paragraph (1). The Governor may submit as
many revised Budgets to the Oversight Board as the schedule established in the
notice delivered under subsection (a) permits. If the Governor fails to develop
a Budget that the Oversight Board determines is a compliant budget by the
time specified in the notice delivered under subsection (a), the Oversight Board
shall develop and submit to the Governor, in the case of an Instrumentality
Budget, and to the Governor and the Legislature, in the case of a Territory
Budget, a revised compliant budget.

(d) BUDGET APPROVAL BY LEGISLATURE.—

(1) LEGISLATURE ADOPTED BUDGET.—The Legislature shall submit to the
Oversight Board the Territory Budget adopted by the Legislature by the time
specified in the notice delivered under subsection (a). The Oversight Board shall
determine whether the adopted Territory Budget is a compliant budget and—

(A) if the adopted Territory Budget is a compliant budget, the Oversight
Board shall issue a compliance certification for such compliant budget pur-
suant to subsection (e); and

(B) if the adopted Territory Budget is not a compliant budget, the Over-
sight Board shall provide to the Legislature—

(i) a notice of violation that includes a description of any necessary
corrective action; and

(i1) an opportunity to correct the violation in accordance with para-
graph (2).

(2) LEGISLATURE’S REVISIONS.—The Legislature may correct any violations
identified by the Oversight Board and submit a revised Territory Budget to the
Oversight Board in accordance with the process established under paragraph (1)
and by the time specified in the notice delivered under subsection (a). The Leg-
islature may submit as many revised adopted Territory Budgets to the Over-
sight Board as the schedule established in the notice delivered under subsection
(a) permits. If the Legislature fails to adopt a Territory Budget that the Over-
sight Board determines is a compliant budget by the time specified in the notice
delivered under subsection (a), the Oversight Board shall develop a revised Ter-
ritory Budget that is a compliant budget and submit it to the Governor and the
Legislature.

(e) CERTIFICATION OF BUDGETS.—

(1) CERTIFICATION OF DEVELOPED AND APPROVED TERRITORY BUDGETS.—If the
Governor and the Legislature develop and approve a Territory Budget that is
a compliant budget by the day before the first day of the fiscal year for which
the Territory Budget is being developed and in accordance with the process es-
tablished under subsections (¢) and (d), the Oversight Board shall issue a com-
pliance certification to the Governor and the Legislature for such Territory
Budget.

(2) CERTIFICATION OF DEVELOPED INSTRUMENTALITY BUDGETS.—If the Gov-
ernor develops an Instrumentality Budget that is a compliant budget by the day
before the first day of the fiscal year for which the Instrumentality Budget is
being developed and in accordance with the process established under sub-
section (c), the Oversight Board shall issue a compliance certification to the
Governor for such Instrumentality Budget.

(3) DEEMED CERTIFICATION OF TERRITORY BUDGETS.—If the Governor and the
Legislature fail to develop and approve a Territory Budget that is a compliant
budget by the day before the first day of the fiscal year for which the Territory
Budget is being developed, the Oversight Board shall submit a Budget to the
Governor and the Legislature (including any revision to the Territory Budget
n}11a(111ebby the Oversight Board pursuant to subsection (d)(2)) and such Budget
shall be—

(A) deemed to be approved by the Governor and the Legislature;

(B) the subject of a compliance certification issued by the Oversight Board
to the Governor and the Legislature; and

(C) in full force and effect beginning on the first day of the applicable fis-
cal year.
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(4) DEEMED CERTIFICATION OF INSTRUMENTALITY BUDGETS.—If the Governor
fails to develop an Instrumentality Budget that is a compliant budget by the
day before the first day of the fiscal year for which the Instrumentality Budget
is being developed, the Oversight Board shall submit an Instrumentality Budget
to the Governor (including any revision to the Instrumentality Budget made by
the Oversight Board pursuant to subsection (¢)(2)) and such Budget shall be—

(A) deemed to be approved by the Governor;

(B) the subject of a compliance certification issued by the Oversight Board
to the Governor; and

(C) in full force and effect beginning on the first day of the applicable fis-
cal year.

(f) JOINT DEVELOPMENT OF BUDGETS.—Notwithstanding any other provision of
this section, if, in the case of a Territory Budget, the Governor, the Legislature, and
the Oversight Board, or in the case of an Instrumentality Budget, the Governor and
the Oversight Board, jointly develop such Budget for the fiscal year that meets the
requirements under this section, and that the relevant parties certify that such
budget reflects a consensus among them, then such Budget shall serve as the Budg-
et for the territory or territorial instrumentality for that fiscal year.

SEC. 203. EFFECT OF FINDING OF NONCOMPLIANCE WITH BUDGET.

(a) SUBMISSION OF REPORTS.—Not later than 15 days after the last day of each
quarter of a fiscal year (beginning with the fiscal year determined by the Oversight
Board), the Governor shall submit to the Oversight Board a report, in such form
as the Oversight Board may require, describing—

(1) the actual cash revenues, cash expenditures, and cash flows of the terri-
torial government for the preceding quarter, as compared to the projected reve-
nues, expenditures, and cash flows contained in the certified Budget for such
preceding quarter; and

(2) any other information requested by the Oversight Board, which may in-
clude a balance sheet or a requirement that the Governor provide information
for each covered territorial instrumentality separately.

(b) INITIAL ACTION BY OVERSIGHT BOARD.—

(1) IN GENERAL.—If the Oversight Board determines, based on reports sub-
mitted by the Governor under subsection (a), independent audits, or such other
information as the Oversight Board may obtain, that the actual quarterly reve-
nues, expenditures, or cash flows of the territorial government are not con-
sistent with the projected revenues, expenditures, or cash flows set forth in the
certified Budget for such quarter, the Oversight Board shall—

(A) require the territorial government to provide such additional informa-
tion as the Oversight Board determines to be necessary to explain the in-
consistency; and

(B) if the additional information provided under subparagraph (A) does
not provide an explanation for the inconsistency that the Oversight Board
finds reasonable and appropriate, advise the territorial government to cor-
rect the inconsistency by implementing remedial action.

(2) DEADLINES.—The Oversight Board shall establish the deadlines by which
the territorial government shall meet the requirements of subparagraphs (A)
and (B) of paragraph (1).

(c) CERTIFICATION.—

(1) INCONSISTENCY.—If the territorial government fails to provide additional
information under subsection (b)(1)(A), or fails to correct an inconsistency under
subsection (b)(1)(B), prior to the applicable deadline under subsection (b)(2), the
Oversight Board shall certify to the President, the House of Representatives
Committee on Natural Resources, the Senate Committee on Energy and Nat-
ural Resources, the Governor, and the Legislature that the territorial govern-
ment is inconsistent with the applicable certified Budget, and shall describe the
nature and amount of the inconsistency.

(2) CorrECTION.—If the Oversight Board determines that the territorial gov-
ernment has initiated such measures as the Oversight Board considers suffi-
cient to correct an inconsistency certified under paragraph (1), the Oversight
Board shall certify the correction to the President, the House of Representatives
Committee on Natural Resources, the Senate Committee on Energy and Nat-
ural Resources, the Governor, and the Legislature.

(d) BUDGET REDUCTIONS BY OVERSIGHT BOARD.—If the Oversight Board deter-
mines that the Governor, in the case of any then-applicable certified Instrumentality
Budgets, and the Governor and the Legislature, in the case of the then-applicable
certified Territory Budget, have failed to correct an inconsistency identified by the
Oversight Board under subsection (c), the Oversight Board shall—
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(1) with respect to the territorial government, other than covered territorial
instrumentalities, make appropriate reductions in nondebt expenditures to en-
sure that the actual quarterly revenues and expenditures for the territorial gov-
ernment are in compliance with the applicable certified Territory Budget or, in
the case of the fiscal year in which the Oversight Board is established, the
budget adopted by the Governor and the Legislature; and

(2) with respect to covered territorial instrumentalities at the sole discretion
of the Oversight Board—

(A) make reductions in nondebt expenditures to ensure that the actual
quarterly revenues and expenses for the covered territorial instrumentality
are in compliance with the applicable certified Budget or, in the case of the
fiscal year in which the Oversight Board is established, the budget adopted
by the Governor and the Legislature or the covered territorial instrumen-
tality, as applicable; or

(B)(i) institute automatic hiring freezes at the covered territorial instru-
mentality; and

(i1) prohibit the covered territorial instrumentality from entering into any
contract or engaging in any financial or other transactions, unless the con-
tract or transaction was previously approved by the Oversight Board.

(e) TERMINATION OF BUDGET REDUCTIONS.—The Oversight Board shall cancel the
reductions, hiring freezes, or prohibition on contracts and financial transactions
under subsection (d) if the Oversight Board determines that the territorial govern-
ment or covered territorial instrumentality, as applicable, has initiated appropriate
measures to reduce expenditures or increase revenues to ensure that the territorial
government or covered territorial instrumentality is in compliance with the applica-
ble certified Budget or, in the case of the fiscal year in which the Oversight Board
is established, the budget adopted by the Governor and the Legislature.

SEC. 204. REVIEW OF ACTIVITIES TO ENSURE COMPLIANCE WITH FISCAL PLAN.

(a) SUBMISSION OF LEGISLATIVE ACTS TO OVERSIGHT BOARD.—

(1) SUBMISSION OF ACTS.—Except to the extent that the Oversight Board may
provide otherwise in its bylaws, rules, and procedures, not later than 7 business
days after a territorial government duly enacts any law during any fiscal year
in which the Oversight Board is in operation, the Governor shall submit the law
to the Oversight Board.

(2) COST ESTIMATE; CERTIFICATION OF COMPLIANCE OR NONCOMPLIANCE.—The
Governor shall include with each law submitted to the Oversight Board under
paragraph (1) the following:

(A) A formal estimate prepared by an appropriate entity of the territorial
government with expertise in budgets and financial management of the im-
pact, if any, that the law will have on expenditures and revenues.

(B) If the appropriate entity described in subparagraph (A) finds that the
law is not significantly inconsistent with the Fiscal Plan for the fiscal year,
it shall issue a certification of such finding.

(C) If the appropriate entity described in subparagraph (A) finds that the
law is significantly inconsistent with the Fiscal Plan for the fiscal year, it
shall issue a certification of such finding, together with the entity’s reasons
for such finding.

(3) NOTIFICATION.—The Oversight Board shall send a notification to the Gov-
ernor and the Legislature if—

(A) the Governor submits a law to the Oversight Board under this sub-
sec?\on that is not accompanied by the estimate required under paragraph
(2)(A);

(B) the Governor submits a law to the Oversight Board under this sub-
section that is not accompanied by either a certification described in para-
graph (2)(B) or (2)(C); or

(C) the Governor submits a law to the Oversight Board under this sub-
section that is accompanied by a certification described in paragraph (2)(C)
that the law is significantly inconsistent with the Fiscal Plan.

(4) OPPORTUNITY TO RESPOND TO NOTIFICATION.—

(A) FAILURE TO PROVIDE ESTIMATE OR CERTIFICATION.—After sending a
notification to the Governor and the Legislature under paragraph (3)(A) or
(3)(B) with respect to a law, the Oversight Board may direct the Governor
to provide the missing estimate or certification (as the case may be), in ac-
cordance with such procedures as the Oversight Board may establish.

(B) SUBMISSION OF CERTIFICATION OF SIGNIFICANT INCONSISTENCY WITH
FISCAL PLAN AND BUDGET.—In accordance with such procedures as the
Oversight Board may establish, after sending a notification to the Governor
and Legislature under paragraph (3)(C) that a law is significantly incon-
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sistent with the Fiscal Plan, the Oversight Board shall direct the territorial
government to—
(i) correct the law to eliminate the inconsistency; or
(i) provide an explanation for the inconsistency that the Oversight
Board finds reasonable and appropriate.

(5) FAILURE TO cOMPLY.—If the territorial government fails to comply with a
direction given by the Oversight Board under paragraph (4) with respect to a
law, the Oversight Board may take such actions as it considers necessary, con-
sistent with this Act, to ensure that the enactment or enforcement of the law
will not adversely affect the territorial government’s compliance with the Fiscal
Plan, including preventing the enforcement or application of the law.

(6) PRELIMINARY REVIEW OF PROPOSED ACTS.—At the request of the Legisla-
ture, the Oversight Board may conduct a preliminary review of proposed legisla-
tion before the Legislature to determine whether the legislation as proposed
would be consistent with the applicable Fiscal Plan under this subtitle, except
that any such preliminary review shall not be binding on the Oversight Board
in reviewing any law subsequently submitted under this subsection.

(b) EFFECT OF APPROVED FISCAL PLAN ON CONTRACTS, RULES, AND REGULA-
TIONS.—

(1) TRANSPARENCY IN CONTRACTING.—The Oversight Board shall work with a
covered territory’s office of the comptroller or any functionally equivalent entity
to promote compliance with the applicable law of any covered territory that re-
quires agencies and instrumentalities of the territorial government to maintain
a registry of all contracts executed, including amendments thereto, and to remit
a copy to the office of the comptroller for inclusion in a comprehensive database
available to the public. With respect to Puerto Rico, the term “applicable law”
refers to 2 L.P.R.A. 97, as amended.

(2) AUTHORITY TO REVIEW CERTAIN CONTRACTS.—The Oversight Board may es-
tablish policies to require prior Oversight Board approval of certain contracts,
including leases and contracts to a governmental entity or government-owned
corporations rather than private enterprises that are proposed to be executed
by the territorial government, to ensure such proposed contracts promote mar-
ket competition and are not inconsistent with the approved Fiscal Plan.

(3) SENSE OF CONGRESS.—It is the sense of Congress that any policies estab-
lished by the Oversight Board pursuant to paragraph (2) should be designed to
make the government contracting process more effective, to increase the public’s
faith in this process, to make appropriate use of the Oversight Board’s time and
resources, to make the territorial government a facilitator and not a competitor
to private enterprise, and to avoid creating any additional bureaucratic obsta-
cles to efficient contracting.

(4) AUTHORITY TO REVIEW CERTAIN RULES, REGULATIONS, AND EXECUTIVE OR-
DERS.—The provisions of this paragraph shall apply with respect to a rule, regu-
lation, or executive order proposed to be issued by the Governor (or the head
of any department or agency of the territorial government) in the same manner
as such provisions apply to a contract.

(5) FAILURE TO coMPLY.—If a contract, rule, regulation, or executive order
fails to comply with policies established by the Oversight Board under this sub-
section, the Oversight Board may take such actions as it considers necessary
to ensure that such contract, rule, executive order or regulation will not ad-
versely affect the territorial government’s compliance with the Fiscal Plan, in-
cluding by preventing the execution or enforcement of the contract, rule, execu-
tive order or regulation.

(c) RESTRICTIONS ON BUDGETARY ADJUSTMENTS.—

(1) SUBMISSIONS OF REQUESTS TO OVERSIGHT BOARD.—If the Governor submits
a request to the Legislature for the reprogramming of any amounts provided in
a certified Budget, the Governor shall submit such request to the Oversight
Board, which shall analyze whether the proposed reprogramming is signifi-
cantly inconsistent with the Budget, and submit its analysis to the Legislature
as soon as practicable after receiving the request.

(2) NO ACTION PERMITTED UNTIL ANALYSIS RECEIVED.—The Legislature shall
not adopt a reprogramming, and no officer or employee of the territorial govern-
ment may carry out any reprogramming, until the Oversight Board has pro-
vided the Legislature with an analysis that certifies such reprogramming will
not be inconsistent with the Fiscal Plan and Budget.

(3) PROHIBITION ON ACTION UNTIL OVERSIGHT BOARD IS APPOINTED.—During
the period after a territory becomes a covered territory and prior to the appoint-
ment of all members and the Chair of the Oversight Board, such covered terri-
tory shall not enact new laws that either permit the transfer of any funds or
assets outside the ordinary course of business or that are inconsistent with the
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constitution or laws of the territory as of the date of enactment of this Act, pro-
vided that any executive or legislative action authorizing the movement of funds
or assets during this time period may be subject to review and reversal by the
Oversight Board upon appointment of the Oversight Board’s full membership.

(d) IMPLEMENTATION OF FEDERAL PROGRAMS.—In taking actions under this Act,
the Oversight Board shall not exercise applicable authorities to impede territorial
actions taken to—

(1) comply with a court-issued consent decree or injunction, or an administra-
tive order or settlement with a Federal agency, with respect to Federal pro-
grams;

(2) implement a federally authorized or federally delegated program; or

(3) implement territorial laws, which are consistent with a certified Fiscal
Plan, that execute Federal requirements and standards.

SEC. 205. RECOMMENDATIONS ON FINANCIAL STABILITY AND MANAGEMENT RESPONSI-
BILITY.

(a) IN GENERAL.—The Oversight Board may at any time submit recommendations
to the Governor or the Legislature on actions the territorial government may take
to ensure compliance with the Fiscal Plan, or to otherwise promote the financial sta-
bility, economic growth, management responsibility, and service delivery efficiency
of the territorial government, including recommendations relating to—

(1) the management of the territorial government’s financial affairs, including
economic forecasting and multiyear fiscal forecasting capabilities, information
technology, placing controls on expenditures for personnel, reducing benefit
costs, reforming procurement practices, and placing other controls on expendi-
tures;

(2) the structural relationship of departments, agencies, and independent
agencies within the territorial government;

(3) the modification of existing revenue structures, or the establishment of ad-
ditional revenue structures;

(4) the establishment of alternatives for meeting obligations to pay for the
pensions of territorial government employees;

(5) modifications or transfers of the types of services that are the responsi-
bility of, and are delivered by the territorial government;

(6) modifications of the types of services that are delivered by entities other
than the territorial government under alternative service delivery mechanisms;

(7) the effects of the territory’s laws and court orders on the operations of the
territorial government;

(8) the establishment of a personnel system for employees of the territorial
government that is based upon employee performance standards;

(9) the improvement of personnel training and proficiency, the adjustment of
staffing levels, and the improvement of training and performance of manage-
ment and supervisory personnel; and

(10) the privatization and commercialization of entities within the territorial
government.

(b) RESPONSE TO RECOMMENDATIONS BY THE TERRITORIAL GOVERNMENT.—

(1) IN GENERAL.—In the case of any recommendations submitted under sub-
section (a) that are within the authority of the territorial government to adopt,
not later than 90 days after receiving the recommendations, the Governor or the
Legislature (whichever has the authority to adopt the recommendation) shall
submit a statement to the Oversight Board that provides notice as to whether
the territorial government will adopt the recommendations.

(2) IMPLEMENTATION PLAN REQUIRED FOR ADOPTED RECOMMENDATIONS.—If the
Governor or the Legislature (whichever is applicable) notifies the Oversight
Board under paragraph (1) that the territorial government will adopt any of the
recommendations submitted under subsection (a), the Governor or the Legisla-
ture (whichever is applicable) shall include in the statement a written plan to
implement the recommendation that includes—

(A) specific performance measures to determine the extent to which the
territorial government has adopted the recommendation; and

(B) a clear and specific timetable pursuant to which the territorial gov-
ernment will implement the recommendation.

(83) EXPLANATIONS REQUIRED FOR RECOMMENDATIONS NOT ADOPTED.—If the
Governor or the Legislature (whichever is applicable) notifies the Oversight
Board under paragraph (1) that the territorial government will not adopt any
recommendation submitted under subsection (a) that the territorial government
has authority to adopt, the Governor or the Legislature shall include in the
statement explanations for the rejection of the recommendations, and the Gov-
ernor or the Legislature shall submit such statement of explanations to the
President and Congress.
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SEC. 206. OVERSIGHT BOARD DUTIES RELATED TO RESTRUCTURING.

(a) REQUIREMENTS FOR RESTRUCTURING CERTIFICATION.—The Oversight Board,
prior to issuing a restructuring certification regarding an entity (as such term is de-
fined in section 101 of title 11, United States Code), shall determine, in its sole dis-
cretion, that—

(1) the entity has made good-faith efforts to reach a consensual restructuring
with creditors;

(2) the entity has—

(A) adopted procedures necessary to deliver timely audited financial
statements; and

(B) made public draft financial statements and other information suffi-
cient for any interested person to make an informed decision with respect
to a possible restructuring;

(3) the entity is either a covered territory that has adopted a Fiscal Plan cer-
tified by the Oversight Board, a covered territorial instrumentality that is sub-
ject to a Territory Fiscal Plan certified by the Oversight Board, or a covered ter-
ritorial instrumentality that has adopted an Instrumentality Fiscal Plan cer-
tified by the Oversight Board; and

(4)(A) no order approving a Qualifying Modification under section 601 has
been entered with respect to such entity; or

(B) if an order approving a Qualifying Modification has been entered with re-
spect to such entity, the entity is unable to make its debt payments notwith-
standing the approved Qualifying Modification, in which case, all claims af-
fected by the Qualifying Modification shall be subject to a title III case.

(b) ISSUANCE OF RESTRUCTURING CERTIFICATION.—The issuance of a restructuring
certification under this section requires a vote of no fewer than 5 members of the
Oversight Board in the affirmative, which shall satisfy the requirement set forth in
section 302(2) of this Act.

SEC. 207. OVERSIGHT BOARD AUTHORITY RELATED TO DEBT ISSUANCE.

For so long as the Oversight Board remains in operation, no territorial govern-
ment may, without the prior approval of the Oversight Board, issue debt or guar-
antee, exchange, modify, repurchase, redeem, or enter into similar transactions with
respect to its debt.

SEC. 208. REQUIRED REPORTS.

(a) ANNUAL REPORT.—Not later than 30 days after the last day of each fiscal year,
the Oversight Board shall submit a report to the President, Congress, the Governor
and the Legislature, describing—

(1) the progress made by the territorial government in meeting the objectives
of this Act during the fiscal year;

(2) the assistance provided by the Oversight Board to the territorial govern-
ment in meeting the purposes of this Act during the fiscal year;

(3) recommendations to the President and Congress on changes to this Act or
other Federal laws, or other actions of the Federal Government, that would as-
sist the territorial government in complying with any certified Fiscal Plan;

(4) the precise manner in which funds allocated to the Oversight Board under
section 107 and, as applicable, section 104(e) have been spent by the Oversight
Board during the fiscal year; and

(5) any other activities of the Oversight Board during the fiscal year.

(b) REPORT ON DISCRETIONARY TAX ABATEMENT AGREEMENTS.—Within six months
of the establishment of the Oversight Board, the Governor shall submit a report to
the Oversight Board documenting all existing discretionary tax abatement or similar
tax relief agreements to which the territorial government, or any territorial instru-
mentality, is a party, provided that—

(1) nothing in this Act shall be interpreted to limit the power of the territorial
government or any territorial instrumentality to execute or modify discretionary
tax abatement or similar tax relief agreements, or to enforce compliance with
the terms and conditions of any discretionary tax abatement or similar tax re-
lief agreement, to which the territorial government or any territorial instrumen-
tality is a party; and

(2) the members and staff of the Oversight Board shall not disclose the con-
tents of the report described in this subsection, and shall otherwise comply with
all applicable territorial and Federal laws and regulations regarding the han-
dling of confidential taxpayer information.

(c) QUARTERLY REPORTS OF CASH FLOW.—The Oversight Board, when feasible,
shall report on the amount of cash flow available for the payment of debt service
on all notes, bonds, debentures, credit agreements, or other instruments for money
borrowed whose enforcement is subject to a stay or moratorium hereunder, together
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with any variance from the amount set forth in the debt sustainability analysis of
the Fiscal Plan under section 201(b)(1)(I).

SEC. 209. TERMINATION OF OVERSIGHT BOARD.

hAn Oversight Board shall terminate upon certification by the Oversight Board
that—

(1) the applicable territorial government has adequate access to short-term
and long-term credit markets at reasonable interest rates to meet the borrowing
needs of the territorial government; and

(2) for at least 4 consecutive fiscal years—

(A) the territorial government has developed its Budgets in accordance
with modified accrual accounting standards; and

(B) the expenditures made by the territorial government during each fis-
cal year did not exceed the revenues of the territorial government during
thatdye:?ir, as determined in accordance with modified accrual accounting
standards.

SEC. 210. NO FULL FAITH AND CREDIT OF THE UNITED STATES.

(a) IN GENERAL.—The full faith and credit of the United States is not pledged for
the payment of any principal of or interest on any bond, note, or other obligation
issued by a covered territory or covered territorial instrumentality. The United
States is not responsible or liable for the payment of any principal of or interest
on any bond, note, or other obligation issued by a covered territory or covered terri-
torial instrumentality.

(b) SUBJECT TO APPROPRIATIONS.—Any claim to which the United States is deter-
mined to be liable under this Act shall be subject to appropriations.

(c) FUNDING.—No Federal funds shall be authorized by this Act for the payment
of any liability of the territory or territorial instrumentality.

SEC. 211. ANALYSIS OF PENSIONS.

(a) DETERMINATION.—If the Oversight Board determines, in its sole discretion,
that a pension system of the territorial government is materially underfunded, the
Oversight Board shall conduct an analysis prepared by an independent actuary of
such pension system to assist the Oversight Board in evaluating the fiscal and eco-
nomic impact of the pension cash flows.

(?)dPROVISIONS OF ANALYSIS.—An analysis conducted under subsection (a) shall
include—

(1) an actuarial study of the pension liabilities and funding strategy that in-
cludes a forward looking projection of payments of at least 30 years of benefit
payments and funding strategy to cover such payments;

(2) sources of funding to cover such payments;

(3) a review of the existing benefits and their sustainability; and

(4) a review of the system’s legal structure and operational arrangements,
and any other studies of the pension system the Oversight Board shall deem
necessary.

(c) SUPPLEMENTARY INFORMATION.—In any case, the analysis conducted under
subsection (a) shall include information regarding the fair market value and liabil-
ities using an appropriate discount rate as determined by the Oversight Board.

SEC. 212. INTERVENTION IN LITIGATION.

(a) INTERVENTION.—The Oversight Board may intervene in any litigation filed
against the territorial government.

(b) INJUNCTIVE RELIEF.—

(1) IN GENERAL.—If the Oversight Board intervenes in a litigation under sub-
section (a), the Oversight Board may seek injunctive relief, including a stay of
litigation.

(2) NO INDEPENDENT BASIS FOR RELIEF.—This section does not create an inde-
pendent basis on which injunctive relief, including a stay of litigation, may be
granted.

TITLE III—ADJUSTMENTS OF DEBTS

SEC. 301. APPLICABILITY OF OTHER LAWS; DEFINITIONS.

(a) SECTIONS APPLICABLE TO CASES UNDER THIS TITLE.—Sections 101 (except as
otherwise provided in this section), 102, 104, 105, 106, 107, 108, 112, 333, 344,
347(b), 349, 350(b), 351, 361, 362, 364(c), 364(d), 364(e), 364(f), 365, 366, 501, 502,
503, 504, 506, 507(a)(2), 509, 510, 524(a)(1), 524(a)(2), 544, 545, 546, 547, 548,
549(a), 549(c), 549(d), 550, 551, 552, 553, 555, 556, 557, 559, 560, 561, 562, 902 (ex-
cept as otherwise provided in this section), 922, 923, 924, 925, 926, 927, 928, 942,
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944, 945, 946, 1102, 1103, 1109, 1111(b), 1122, 1123(a)(1), 1123(a)2), 1123(a)3),
1123(a)(4), 1123(a)(5), 1123(b), 1123(d), 1124, 1125, 1126(a), 1126(b), 1126(c),
1126(e), 1126(f), 1126(g), 1127(d), 1128, 1129(a)(2), 1129(a)(3), 1129(a)(6), 1129(a)(8),
1129(2)(10), 1129(b)(1), 1129(b)(2)(A), 1129(b)(2)(B), 1142(b), 1143, 1144, 1145, and
1146(a) of title 11, United States Code, apply in a case under this title and section
930 of title 11, United States Code, applies in a case under this title; however, sec-
tion 930 shall not apply in any case during the first 120 days after the date on
which such case is commenced under this title.

(b) MEANINGS OF TERMS.—A term used in a section of title 11, United States
Code, made applicable in a case under this title by subsection (a), has the meaning
given to the term for the purpose of the applicable section, unless the term is other-
wise defined in this title.

(c) DEFINITIONS.—In this title:

(1) AFFILIATE.—The term “affiliate” means, in addition to the definition made
applicable in a case under this title by subsection (a)—

(A) for a territory, any territorial instrumentality; and

(B) for a territorial instrumentality, the governing territory and any of
the other territorial instrumentalities of the territory.

(2) DEBTOR.—The term “debtor” means the territory or covered territorial in-
strumentality concerning which a case under this title has been commenced.

(3) HOLDER OF A CLAIM OR INTEREST.—The term “holder of a claim or inter-
est”, when used in section 1126 of title 11, United States Code, made applicable
in a case under this title by subsection (a)—

(A) shall exclude any Issuer or Authorized Instrumentality of the Terri-
tory Government Issuer (as defined under Title VI of this Act) or a corpora-
tion, trust or other legal entity that is controlled by the Issuer or an Au-
thorized Territorial Instrumentality of the Territory Government Issuer,
provided that the beneficiaries of such claims, to the extent they are not
referenced in this subparagraph, shall not be excluded; and

(B) with reference to Insured Bonds, shall mean the monoline insurer in-
suring such Insured Bond to the extent such insurer is granted the right
to vote Insured Bonds for purposes of directing remedies or consenting to
proposed amendments or modifications as provided in the applicable docu-
ments pursuant to which such Insured Bond was issued and insured.

(4) INSURED BOND.—The term “Insured Bond” means a bond subject to a fi-
nancial guarantee or similar insurance contract, policy and/or surety issued by
a monoline insurer.

(5) PROPERTY OF THE ESTATE.—The term “property of the estate”, when used
in a section of title 11, United States Code, made applicable in a case under
this title by subsection (a), means property of the debtor.

(6) STATE.—The term “State” when used in a section of title 11, United States
Code, made applicable in a case under this title by subsection (a) means State
or territory when used in reference to the relationship of a State to the munici-
pality of the State or the territorial instrumentality of a territory, as applicable.

(7) TRUSTEE.—The term “trustee”, when used in a section of title 11, United
States Code, made applicable in a case under this title by subsection (a), means
tchez1 Oversight Board, except as provided in section 926 of title 11, United States

ode.

(d) REFERENCE TO TITLE.—Solely for purposes of this title, a reference to “this
title”, “this chapter”, or words of similar import in a section of title 11, United
States Code, made applicable in a case under this title by subsection (a) or to “this
title”, “title 117, “Chapter 9”7, “the Code”, or words of similar import in the Federal
Rules of Bankruptcy Procedure made applicable in a case under this title shall be
deemed to be a reference to this title.

(e) SUBSTANTIALLY SIMILAR.—In determining whether claims are “substantially
similar” for the purpose of section 1122 of title 11, United States Code, made appli-
cable in a case under this title by subsection (a), the Oversight Board shall consider
V\{hgther such claims are secured and whether such claims have priority over other
claims.

(f) OPERATIVE CLAUSES.—A section made applicable in a case under this title by
subsection (a) that is operative if the business of the debtor is authorized to be oper-
ated is operative in a case under this title.

SEC. 302. WHO MAY BE A DEBTOR.

An entity may be a debtor under this title if—

(1) the entity is—

(A) a territory that has requested the establishment of an Oversight
Board or has had an Oversight Board established for it by the United
States Congress in accordance with section 101 of this Act; or
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(B) a covered territorial instrumentality of a territory described in para-
graph (1)(A);
(2) the Oversight Board has issued a certification under section 206(b) of this
Act for such entity; and
(3) the entity desires to effect a plan to adjust its debts.

SEC. 303. RESERVATION OF TERRITORIAL POWER TO CONTROL TERRITORY AND TERRI-
TORIAL INSTRUMENTALITIES.

Subject to the limitations set forth in titles I and II of this Act, this title does
not limit or impair the power of a covered territory to control, by legislation or oth-
erwise, the territory or any territorial instrumentality thereof in the exercise of the
political or governmental powers of the territory or territorial instrumentality, in-
cluding expenditures for such exercise, whether or not a case has been or can be
commenced under this title, but—

(1) a territory law prescribing a method of composition of indebtedness or a
moratorium law, but solely to the extent that it prohibits the payment of prin-
cipal or interest by an entity not described in section 109(b)(2) of title 11,
United States Code, may not bind any creditor of a covered territory or any cov-
ered territorial instrumentality thereof that does not consent to the composition
or moratorium;

(2) a judgment entered under a law described in paragraph (1) may not bind
a creditor that does not consent to the composition; and

(3) unlawful executive orders that alter, amend, or modify rights of holders
of any debt of the territory or territorial instrumentality, or that divert funds
from one territorial instrumentality to another or to the territory, shall be pre-
empted by this Act.

SEC. 304. PETITION AND PROCEEDINGS RELATING TO PETITION.

(a) COMMENCEMENT OF CASE.—A voluntary case under this title is commenced by
the filing with the district court of a petition by the Oversight Board pursuant to
the determination under section 206 of this Act.

(b) OBJECTION TO PETITION.—After any objection to the petition, the court, after
notice and a hearing, may dismiss the petition if the petition does not meet the re-
quirements of this title; however, this subsection shall not apply in any case during
the first 120 days after the date on which such case is commenced under this title.

(c) ORDER FOR RELIEF.—The commencement of a case under this title constitutes
an order for relief.

(d) APPEAL.—The court may not, on account of an appeal from an order for relief,
delay any proceeding under this title in the case in which the appeal is being taken,
nor shall any court order a stay of such proceeding pending such appeal.

(e) VALIDITY OF DEBT.—The reversal on appeal of a finding of jurisdiction shall
not affect the validity of any debt incurred that is authorized by the court under
section 364(c) or 364(d) of title 11, United States Code.

(f) JOINT FILING OF PETITIONS AND PLANS PERMITTED.—The Oversight Board, on
behalf of debtors under this title, may file petitions or submit or modify plans of
adjustment jointly if the debtors are affiliates; provided, however, that nothing in
this title shall be construed as authorizing substantive consolidation of the cases of
affiliated debtors.

(g) JOINT ADMINISTRATION OF AFFILIATED CASES.—If the Oversight Board, on be-
half of a debtor and one or more affiliates, has filed separate cases and the Over-
sight Board, on behalf of the debtor or one of the affiliates, files a motion to admin-
ister the cases jointly, the court may order a joint administration of the cases.

(h) PuBLIC SAFETY.—This Act may not be construed to permit the discharge of ob-
ligations arising under Federal police or regulatory laws, including laws relating to
the environment, public health or safety, or territorial laws implementing such Fed-
eral legal provisions. This includes compliance obligations, requirements under con-
sent decrees or judicial orders, and obligations to pay associated administrative,
civil, or other penalties.

(i) VOTING ON DEBT ADJUSTMENT PLANS NOT STAYED.—Notwithstanding any pro-
vision in this title to the contrary, including sections of title 11, United States Code,
incorporated by reference, nothing in this section shall prevent the holder of a claim
from voting on or consenting to a proposed modification of such claim under title
VI of this Act.

SEC. 305. LIMITATION ON JURISDICTION AND POWERS OF COURT.

Subject to the limitations set forth in titles I and II of this Act, notwithstanding
any power of the court, unless the Oversight Board consents or the plan so provides,
thehcourt may not, by any stay, order, or decree, in the case or otherwise, interfere
with—

(1) any of the political or governmental powers of the debtor;
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(2) any of the property or revenues of the debtor; or
(3) the use or enjoyment by the debtor of any income-producing property.

SEC. 306. JURISDICTION.

(a) FEDERAL SUBJECT MATTER JURISDICTION.—The district courts shall have—

(1) except as provided in paragraph (2), original and exclusive jurisdiction of
all cases under this title; and

(2) except as provided in subsection (b), and notwithstanding any Act of Con-
gress that confers exclusive jurisdiction on a court or courts other than the dis-
trict courts, original but not exclusive jurisdiction of all civil proceedings arising
under this title, or arising in or related to cases under this title.

(b) PROPERTY JURISDICTION.—The district court in which a case under this title
is commenced or is pending shall have exclusive jurisdiction of all property, wher-
ever located, of the debtor as of the commencement of the case.

(c) PERSONAL JURISDICTION.—The district court in which a case under this title
is pending shall have personal jurisdiction over any person or entity.

(d) REMOVAL, REMAND, AND TRANSFER.—

(1) REMOVAL.—A party may remove any claim or cause of action in a civil ac-
tion, other than a proceeding before the United States Tax Court or a civil ac-
tion by a governmental unit to enforce the police or regulatory power of the gov-
ernmental unit, to the district court for the district in which the civil action is
pending, if the district court has jurisdiction of the claim or cause of action
under this section.

(2) REMAND.—The district court to which the claim or cause of action is re-
moved under paragraph (1) may remand the claim or cause of action on any
equitable ground. An order entered under this subsection remanding a claim or
cause of action, or a decision not to remand, is not reviewable by appeal or oth-
erwise by the court of appeals under section 158(d), 1291 or 1292 of title 28,
United States Code, or by the Supreme Court of the United States under sec-
tion 1254 of title 28, United States Code.

(3) TRANSFER.—A district court shall transfer any civil proceeding arising
under this title, or arising in or related to a case under this title, to the district
court in which the case under this title is pending.

(e) APPEAL.—

(1) An appeal shall be taken in the same manner as appeals in civil pro-
ceedings generally are taken to the courts of appeals from the district court.

(2) The court of appeals for the circuit in which a case under this title has
venue pursuant to section 307 of this title shall have jurisdiction of appeals
from all final decisions, judgments, orders and decrees entered under this title
by the district court.

(3) The court of appeals for the circuit in which a case under this title has
venue pursuant to section 307 of this title shall have jurisdiction to hear ap-
peals of interlocutory orders or decrees if—

(A) the district court on its own motion or on the request of a party to
the order or decree certifies that—

(i) the order or decree involves a question of law as to which there
is no controlling decision of the court of appeals for the circuit or of the
Supreme Court of the United States, or involves a matter of public im-
portance;

(ii) the order or decree involves a question of law requiring the reso-
lution of conflicting decisions; or

(iii) an immediate appeal from the order or decree may materially ad-
vance the progress of the case or proceeding in which the appeal is
taken; and

(B) the court of appeals authorizes the direct appeal of the order or de-
cree.

(4) If the district court on its own motion or on the request of a party deter-
mines that a circumstance specified in clauses (i), (ii), or (iii) of paragraph (3)(A)
exists, then the district court shall make the certification described in para-
graph (3).

(5) The parties may supplement the certification with a short statement of the
basis for the certification issued by the district court under paragraph (3)(A).

(6) Except as provided in section 304(d), an appeal of an interlocutory order
or decree does not stay any proceeding of the district court from which the ap-
peal is taken unless the district court, or the court of appeals in which the ap-
peal is pending, issues a stay of such proceedings pending the appeal.

(7) Any request for a certification in respect to an interlocutory appeal of an
order or decree shall be made not later than 60 days after the entry of the order
or decree.
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(f) REALLOCATION OF COURT STAFF.—Notwithstanding any law to the contrary,
the clerk of the court in which a case is pending shall reallocate as many staff and
assistants as the clerk deems necessary to ensure that the court has adequate re-
sources to provide for proper case management.

SEC. 307. VENUE.

(a) IN GENERAL.—Venue shall be proper in—

(1) with respect to a territory, the district court for the territory or, for any
territory that does not have a district court, the United States District Court
for the District of Hawaii; and

(2) with respect to a covered territorial instrumentality, the district court for
the territory in which the covered territorial instrumentality is located or, for
any territory that does not have a district court, the United States District
Court for the District of Hawaii.

(b) ALTERNATIVE VENUE.—If the Oversight Board so determines in its sole discre-
tion, then venue shall be proper in the district court for the jurisdiction in which
the Oversight Board maintains an office that is located outside the territory.

SEC. 308. SELECTION OF PRESIDING JUDGE.

(a) For cases in which the debtor is a territory, the Chief Justice of the United
States shall designate a district court judge to sit by designation to conduct the
case.

(b) For cases in which the debtor is not a territory, and no motion for joint admin-
istration of the debtor’s case with the case of its affiliate territory has been filed
or there is no case in which the affiliate territory is a debtor, the chief judge of the
court of appeals for the circuit embracing the district in which the case is com-
menced shall designate a district court judge to conduct the case.

SEC. 309. ABSTENTION.

Nothing in this title prevents a district court in the interests of justice from ab-
staining from hearing a particular proceeding arising in or related to a case under
this title.

SEC. 310. APPLICABLE RULES OF PROCEDURE.

The Federal Rules of Bankruptcy Procedure shall apply to a case under this title
and to all civil proceedings arising in or related to cases under this title.

SEC. 311. LEASES.

A lease to a territory or territorial instrumentality shall not be treated as an exec-
utory contract or unexpired lease for the purposes of section 365 or 502(b)(6) of title
11, United States Code, solely by reason of the lease being subject to termination
in the event the debtor fails to appropriate rent.

SEC. 312. FILING OF PLAN OF ADJUSTMENT.

(a) ExcLusiviTY.—Only the Oversight Board, after the issuance of a certificate
pursuant to section 104(j) of this Act, may file a plan of adjustment of the debts
of the debtor.

(b) DEADLINE FOR FILING PLAN.—If the Oversight Board does not file a plan of
adjustment with the petition, the Oversight Board shall file a plan of adjustment
at the time set by the court.

SEC. 313. MODIFICATION OF PLAN.

The Oversight Board, after the issuance of a certification pursuant to section
104() of this Act, may modify the plan at any time before confirmation, but may
not modify the plan so that the plan as modified fails to meet the requirements of
this title. After the Oversight Board files a modification, the plan as modified be-
comes the plan.

SEC. 314. CONFIRMATION.

(a) OBJECTION.—A special tax payer may object to confirmation of a plan.
(b) CONFIRMATION.—The court shall confirm the plan if—
(1) the plan complies with the provisions of title 11 of the United States Code,
made applicable to a case under this title by section 301 of this Act;
(2) the plan complies with the provisions of this title;
(3) the debtor is not prohibited by law from taking any action necessary to
carry out the plan;
(4) except to the extent that the holder of a particular claim has agreed to
a different treatment of such claim, the plan provides that on the effective date
of the plan each holder of a claim of a kind specified in 507(a)(2) of title 11,
United States Code, will receive on account of such claim cash equal to the al-
lowed amount of such claim;
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(5) any legislative, regulatory, or electoral approval necessary under applica-
ble law in order to carry out any provision of the plan has been obtained, or
such provision is expressly conditioned on such approval,

(6) the plan is feasible and in the best interests of creditors, which shall re-
quire the court to consider whether available remedies under the non-bank-
ruptcy laws and constitution of the territory would result in a greater recovery
for the creditors than is provided by such plan; and

(7) the plan is consistent with the applicable Fiscal Plan certified by the Over-
sight Board under title II.

(c) CONFIRMATION FOR DEBTORS WITH A SINGLE CLASS OF IMPAIRED CREDITORS.—
If all of the requirements of section 314(b) of this title and section 1129(a) of title
11, United States Code, incorporated into this title by section 301 other than sec-
tions 1129(a)(8) and 1129(a)(10) are met with respect to a plan—

(1) with respect to which all claims are substantially similar under section
301(e) of this title;

(2) that includes only one class of impaired claims; and

(3) that was not accepted by such impaired class,

the court shall confirm the plan notwithstanding the requirements of such sections
1129(a)(8) and 1129(a)(10) of title 11, United States Code if the plan is fair and eq-
uitable with respect to such impaired class.

SEC. 315. ROLE AND CAPACITY OF OVERSIGHT BOARD.

(a) ACTIONS OF OVERSIGHT BOARD.—For the purposes of this title, the Oversight
Board may take any action necessary on behalf of the debtor to prosecute the case
of the debtor, including—

(1) filing a petition under section 304 of this Act;

(2) submitting or modifying a plan of adjustment under sections 312 and 313;
or

(3) otherwise generally submitting filings in relation to the case with the
court.

(b) REPRESENTATIVE OF DEBTOR.—The Oversight Board in a case under this title
is the representative of the debtor.

SEC. 316. COMPENSATION OF PROFESSIONALS.

(a) After notice to the parties in interest and the United States Trustee and a
hearing, the court may award to a professional person employed by the debtor (in
the debtor’s sole discretion), the Oversight Board (in the Oversight Board’s sole dis-
cretion), a committee under section 1103 of title 11, United States Code, or a trustee
appointed by the court under section 926 of title 11, United States Code—

(1) reasonable compensation for actual, necessary services rendered by the
professional person, or attorney and by any paraprofessional person employed
by any such person; and

(2) reimbursement for actual, necessary expenses.

(b) The court may, on its own motion or on the motion of the United States Trust-
ee or any other party in interest, award compensation that is less than the amount
of compensation that is requested.

(¢) In determining the amount of reasonable compensation to be awarded to a pro-
fessional person, the court shall consider the nature, the extent, and the value of
such services, taking into account all relevant factors, including—

(1) the time spent on such services;

(2) the rates charged for such services;

(3) whether the services were necessary to the administration of, or beneficial
at the time at which the service was rendered toward the completion of, a case
under this chapter;

(4) whether the services were performed within a reasonable amount of time
commensurate with the complexity, importance, and nature of the problem,
issue, or task addressed;

(5) with respect to a professional person, whether the person is board certified
or é)therwise has demonstrated skill and experience in the restructuring field;
an

(6) whether the compensation is reasonable based on the customary com-
pensation charged by comparably skilled practitioners in cases other than cases
under this title or title 11, United States Code.

(d) The court shall not allow compensation for—

(1) unnecessary duplication of services; or

(2) services that were not—

(A) reasonably likely to benefit the debtor; or
(B) necessary to the administration of the case.

(e) The court shall reduce the amount of compensation awarded under this section

by the amount of any interim compensation awarded under section 317 of this title,
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and, if the amount of such interim compensation exceeds the amount of compensa-
tion awarded under this section, may order the return of the excess to the debtor.

(f) Any compensation awarded for the preparation of a fee application shall be
based on the level and skill reasonably required to prepare the application.

SEC. 317. INTERIM COMPENSATION.

A debtor’s attorney, or any professional person employed by the debtor (in the
debtor’s sole discretion), the Oversight Board (in the Oversight Board’s sole discre-
tion), a committee under section 1103 of title 11, United States Code, or a trustee
appointed by the court under section 926 of title 11, United States Code, may apply
to the court not more than once every 120 days after an order for relief in a case
under this title, or more often if the court permits, for such compensation for serv-
ices rendered before the date of such an application or reimbursement for expenses
incurred before such date as is provided under section 316 of this title.

TITLE IV—-MISCELLANEOUS PROVISIONS

SEC. 401. RULES OF CONSTRUCTION.

Nothing in this Act is intended, or may be construed—

(1) to limit the authority of Congress to exercise legislative authority over the
tSerritories pursuant to Article IV, section 3 of the Constitution of the United

tates;

(2) to authorize the application of section 104(f) of this Act (relating to
issuance of subpoenas) to judicial officers or employees of territory courts;

(3) to alter, amend, or abrogate any provision of the Covenant To Establish
a Commonwealth of the Northern Mariana Islands in Political Union With the
United States of America (48 U.S.C. 1801 et seq.); or

(4) to alter, amend, or abrogate the treaties of cession regarding certain is-
lands of American Samoa (48 U.S.C. 1661).

SEC. 402. RIGHT OF PUERTO RICO TO DETERMINE ITS FUTURE POLITICAL STATUS.

Nothing in this Act shall be interpreted to restrict Puerto Rico’s right to deter-
mine its future political status, including by conducting the plebiscite as authorized
by Public Law 113-76.

SEC. 403. FIRST MINIMUM WAGE IN PUERTO RICO.

Section 6(g) of the Fair Labor Standards Act of 1938 (29 U.S.C. 206(g)) is amend-
ed by striking paragraphs (2) through (4) and inserting the following:

“(2) In lieu of the rate prescribed by subsection (a)(1), the Governor of Puerto Rico,
subject to the approval of the Financial Oversight and Management Board estab-
lished pursuant to section 101 of the Puerto Rico Oversight, Management, and Eco-
nomic Stability Act, may designate a time period not to exceed four years during
which employers in Puerto Rico may pay employees who are initially employed after
the date of enactment of such Act a wage which is not less than the wage described
in paragraph (1). Notwithstanding the time period designated, such wage shall not
con};lirxle in effect after such Board terminates in accordance with section 209 of
such Act.

“(3) No employer may take any action to displace employees (including partial dis-
placements such as reduction in hours, wages, or employment benefits) for purposes
of hiring individuals at the wage authorized in paragraph (1) or (2).

“(4) Any employer who violates this subsection shall be considered to have vio-
lated section 15(a)(3).

“(5) This subsection shall only apply to an employee who has not attained the age
of 20 years, except in the case of the wage applicable in Puerto Rico, 25 years, until
such time as the Board described in paragraph (2) terminates in accordance with
section 209 of the Act described in such paragraph.”.

SEC. 404. APPLICATION OF REGULATION TO PUERTO RICO.

(a) SPECIAL RULE.—The regulations proposed by the Secretary of Labor relating
to exemptions regarding the rates of pay for executive, administrative, professional,
outside sales, and computer employees, and published in a notice in the Federal
Register on July 6, 2015, and any final regulations issued related to such notice,
shall have no force or effect in the Commonwealth of Puerto Rico until—

(1) the Comptroller General of the United States completes the assessment
and transmits the report required under subsection (b); and

(2) the Secretary of Labor, taking into account the assessment and report of
the Comptroller General, provides a written determination to Congress that ap-
plying such rule to Puerto Rico would not have a negative impact on the econ-
omy of Puerto Rico.
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(b) ASSESSMENT AND REPORT.—Not later than two years after the date of enact-
ment of this Act, the Comptroller General shall examine the economic conditions in
Puerto Rico and shall transmit a report to Congress assessing the impact of apply-
ing the regulations described in subsection (a) to Puerto Rico, taking into consider-
ation regional, metropolitan, and non-metropolitan salary and cost-of-living dif-
ferences.

(c) SENSE OF CONGRESS.—It is the sense of Congress that—

(1) the Bureau of the Census should conduct a study to determine the feasi-
bility of expanding data collection to include Puerto Rico and the other United
States territories in the Current Population Survey, which is jointly adminis-
tered by the Bureau of the Census and the Bureau of Labor Statistics, and
which is the primary source of labor force statistics for the population of the
United States; and

(2) if necessary, the Bureau of the Census should request the funding re-
quired to conduct this feasibility study as part of its budget submission to Con-
gress for fiscal year 2018.

SEC. 405. AUTOMATIC STAY UPON ENACTMENT.

(a) DEFINITIONS.—In this section:

(1) LiABILITY.—The term “Liability” means a bond, loan, letter of credit, other
borrowing title, obligation of insurance, or other financial indebtedness for bor-
rowed money, including rights, entitlements, or obligations whether such rights,
entitlements, or obligations arise from contract, statute, or any other source of
law related to such a bond, loan, letter of credit, other borrowing title, obliga-
tion of insurance, or other financial indebtedness in physical or dematerialized
form, of which—

(A) the issuer, obligor, or guarantor is the Government of Puerto Rico;

and
(B) the date of issuance or incurrence precedes the date of enactment of
this Act.
(2) L1ABILITY CLAIM.—The term “Liability Claim” means, as it relates to a Li-
ability—

(A) right to payment, whether or not such right is reduced to judgment,
liquidated, unliquidated, fixed, contingent, matured, unmatured, disputed,
undisputed, legal, equitable, secured, or unsecured; or

(B) right to an equitable remedy for breach of performance if such breach
gives rise to a right to payment, whether or not such right to an equitable
remedy is reduced to judgment, fixed, contingent, matured, unmatured, dis-
puted, undisputed, secured, or unsecured.

(b) IN GENERAL.—Except as provided in subsection (c) of this section, the estab-
lishment of an Oversight Board for Puerto Rico (i.e., the enactment of this Act) in
accordance with section 101 operates with respect to a Liability as a stay, applicable
to all entities (as such term is defined in section 101 of title 11, United States Code),

(1) the commencement or continuation, including the issuance or employment
of process, of a judicial, administrative, or other action or proceeding against the
Government of Puerto Rico that was or could have been commenced before the
enactment of this Act, or to recover a Liability Claim against the Government
of Puerto Rico that arose before the enactment of this Act;

(2) the enforcement, against the Government of Puerto Rico or against prop-
erty of the Government of Puerto Rico, of a judgment obtained before the enact-
ment of this Act;

(3) any act to obtain possession of property of the Government of Puerto Rico
or of property from the Government of Puerto Rico or to exercise control over
property of the Government of Puerto Rico;

(4) any act to create, perfect, or enforce any lien against property of the Gov-
ernment of Puerto Rico;

(5) any act to create, perfect, or enforce against property of the Government
of Puerto Rico any lien to the extent that such lien secures a Liability Claim
that arose before the enactment of this Act;

(6) any act to collect, assess, or recover a Liability Claim against the Govern-
ment of Puerto Rico that arose before the enactment of this Act; and

(7) the setoff of any debt owing to the Government of Puerto Rico that arose
before the enactment of this Act against any Liability Claim against the Gov-
ernment of Puerto Rico.

(c) STAY NOT OPERABLE.—The establishment of an Oversight Board for Puerto
Rico in accordance with section 101 does not operate as a stay—

(1) solely under subsection (b)(1) of this section, of the continuation of, includ-
ing the issuance or employment of process, of a judicial, administrative, or other
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action or proceeding against the Government of Puerto Rico that was com-
menced on or before December 18, 2015; or

(2) of the commencement or continuation of an action or proceeding by a gov-
ernmental unit to enforce such governmental unit’s or organization’s police and
regulatory power, including the enforcement of a judgment other than a money
judgment, obtained in an action or proceeding by the governmental unit to en-
force such governmental unit’s or organization’s police or regulatory power.

(d) CONTINUATION OF STAY.—Except as provided in subsections (e), (f), and (g) the
stay under subsection (b) continues until the earlier of—

(1) the later of—

(A) the later of—

(i) February 15, 2017; or
(i) six months after the establishment of an Oversight Board for
Puerto Rico as established by section 101(b);

(B) the date that is 75 days after the date in subparagraph (A) if the
Oversight Board delivers a certification to the Governor that, in the Over-
sight Board’s sole discretion, an additional 75 days are needed to seek to
complete a voluntary process under title VI of this Act with respect to the
government of the Commonwealth of Puerto Rico or any of its territorial in-
strumentalities; or

(C) the date that is 60 days after the date in subparagraph (A) if the dis-
trict court to which an application has been submitted under subparagraph
601(m)(1)(D) of this Act determines, in the exercise of the court’s equitable
powers, that an additional 60 days are needed to complete a voluntary proc-
ess under title VI of this Act with respect to the government of the Com-
monwealth of Puerto Rico or any of its territorial instrumentalities; or

(2) with respect to the government of the Commonwealth of Puerto Rico or
any of its territorial instrumentalities, the date on which a case is filed by or
on behalf of the government of the Commonwealth of Puerto Rico or any of its
territorial instrumentalities, as applicable, under title III.

(e) JURISDICTION, RELIEF FROM STAY.—

(1) The United States District Court for the District of Puerto Rico shall have
original and exclusive jurisdiction of any civil actions arising under or related
to this section.

(2) On motion of or action filed by a party in interest and after notice and
a hearing, the United States District Court for the District of Puerto Rico, for
cause shown, shall grant relief from the stay provided under subsection (b) of
this section.

(f) TERMINATION OF STAY; HEARING.—Forty-five days after a request under sub-
section (e)(2) for relief from the stay of any act against property of the Government
of Puerto Rico under subsection (b), such stay is terminated with respect to the
party in interest making such request, unless the court, after notice and a hearing,
orders such stay continued in effect pending the conclusion of, or as a result of, a
final hearing and determination under subsection (e)(2). A hearing under this sub-
section may be a preliminary hearing, or may be consolidated with the final hearing
under subsection (e)(2). The court shall order such stay continued in effect pending
the conclusion of the final hearing under subsection (e)(2) if there is a reasonable
likelihood that the party opposing relief from such stay will prevail at the conclusion
of such final hearing. If the hearing under this subsection is a preliminary hearing,
then such final hearing shall be concluded not later than thirty days after the con-
clusion of such preliminary hearing, unless the thirty-day period is extended with
the consent of the parties in interest or for a specific time which the court finds is
required by compelling circumstances.

(g) RELIEF TO PREVENT IRREPARABLE DAMAGE.—Upon request of a party in inter-
est, the court, with or without a hearing, shall grant such relief from the stay pro-
vided under subsection (b) as is necessary to prevent irreparable damage to the in-
terest of an entity in property, if such interest will suffer such damage before there
is an opportunity for notice and a hearing under subsection (e) or (f).

(h) Act IN VIOLATION OF STAY Is VOID.—Any order, judgment, or decree entered
in violation of this section and any act taken in violation of this section is void, and
shall have no force or effect, and any person found to violate this section may be
liable for damages, costs, and attorneys’ fees incurred in defending any action taken
in violation of this section, and the Oversight Board or the Government of Puerto
Rico may seek an order from the court enforcing the provisions of this section.

(i) GOVERNMENT OF PUERTO Rico.—For purposes of this section, the term “Gov-
ernment of Puerto Rico”, in addition to the definition set forth in section 5(11) of
this Act, shall include—
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(1) the individuals, including elected and appointed officials, directors, officers
of and employees acting in their official capacity on behalf of the Government
of Puerto Rico; and

(2) the Oversight Board, including the directors and officers of and employees
acting in their official capacity on behalf of the Oversight Board.

(j) No DEFAULT UNDER EXISTING CONTRACTS.—

(1) Notwithstanding any contractual provision or applicable law to the con-
trary and so long as a stay under this section is in effect, the holder of a Liabil-
ity Claim or any other claim (as such term is defined in section 101 of title 11,
United States Code) may not exercise or continue to exercise any remedy under
a contract or applicable law in respect to the Government of Puerto Rico or any
of its property—

(A) that is conditioned upon the financial condition of, or the commence-
ment of a restructuring, insolvency, bankruptcy, or other proceeding (or a
similar or analogous process) by, the Government of Puerto Rico, including
a default or an event of default thereunder; or

(B) with respect to Liability Claims—

(i) for the non-payment of principal or interest; or
(i1) for the breach of any condition or covenant.

(2) The term “remedy” as used in paragraph (1) shall be interpreted broadly,
and shall include any right existing in law or contract, including any right to—

(A) setoff;

(B) apply or appropriate funds;

(C) seek the appointment of a custodian (as such term is defined in sec-
tion 101(11) of title 11, United States Code);

(D) seek to raise rates; or

(E) exercise control over property of the Government of Puerto Rico.

(3) Notwithstanding any contractual provision or applicable law to the con-
trary and so long as a stay under this section is in effect, a contract to which
the Government of Puerto Rico is a party may not be terminated or modified,
and any right or obligation under such contract may not be terminated or modi-
fied, solely because of a provision in such contract is conditioned on—

(A) the insolvency or financial condition of the Government of Puerto Rico
at any time prior to the enactment of this Act;

(B) the adoption of a resolution or establishment of an Oversight Board
pursuant to section 101 of this Act; or

(C) a default under a separate contract that is due to, triggered by, or
a result of the occurrence of the events or matters in paragraph (1)(B).

(4) Notwithstanding any contractual provision to the contrary and so long as
a stay under this section is in effect, a counterparty to a contract with the Gov-
ernment of Puerto Rico for the provision of goods and services shall, unless the
Government of Puerto Rico agrees to the contrary in writing, continue to per-
form all obligations under, and comply with the terms of, such contract, pro-
vided that the Government of Puerto Rico is not in default under such contract
other than as a result of a condition specified in paragraph (3).

(k) EFFECT.—This section does not discharge an obligation of the Government of
Puerto Rico or release, invalidate, or impair any security interest or lien securing
such obligation. This section does not impair or affect the implementation of any re-
structuring support agreement executed by the Government of Puerto Rico to be im-
plemented pursuant to Puerto Rico law specifically enacted for that purpose prior
to the enactment of this Act or the obligation of the Government of Puerto Rico to
proceed in good faith as set forth in any such agreement.

(1) PAYMENTS ON LIABILITIES.—Nothing in this section shall be construed to pro-
hibit the Government of Puerto Rico from making any payment on any Liability
when such payment becomes due during the term of the stay, and to the extent the
Oversight Board, in its sole discretion, determines it is feasible, the Government of
Puerto Rico shall make interest payments on outstanding indebtedness when such
payments become due during the length of the stay.

(m) FINDINGS.—Congress finds the following:

(1) A combination of severe economic decline, and, at times, accumulated op-
erating deficits, lack of financial transparency, management inefficiencies, and
excessive borrowing has created a fiscal emergency in Puerto Rico.

(2) As a result of its fiscal emergency, the Government of Puerto Rico has
been unable to provide its citizens with effective services.

(3) The current fiscal emergency has also affected the long-term economic sta-
bility of Puerto Rico by contributing to the accelerated outmigration of residents
and businesses.

(4) A comprehensive approach to fiscal, management, and structural problems
and adjustments that exempts no part of the Government of Puerto Rico is nec-
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essary, involving independent oversight and a Federal statutory authority for
the Government of Puerto Rico to restructure debts in a fair and orderly proc-

SS.

(5) Additionally, an immediate—but temporary—stay is essential to stabilize
the region for the purposes of resolving this territorial crisis.

(A) The stay advances the best interests common to all stakeholders, in-
cluding but not limited to a functioning independent Oversight Board cre-
ated pursuant to this Act to determine whether to appear or intervene on
behalf of the Government of Puerto Rico in any litigation that may have
been commenced prior to the effectiveness or upon expiration of the stay.

(B) The stay is limited in nature and narrowly tailored to achieve the
purposes of this Act, including to ensure all creditors have a fair oppor-
tunity to consensually renegotiate terms of repayment based on accurate fi-
nancial information that is reviewed by an independent authority or, at a
minimum, receive a recovery from the Government of Puerto Rico equal to
their best possible outcome absent the provisions of this Act.

(6) Finally, the ability of the Government of Puerto Rico to obtain funds from
capital markets in the future will be severely diminished without congressional
action to restore its financial accountability and stability.

(n) PurPOSES.—The purposes of this section are to—

(1) provide the Government of Puerto Rico with the resources and the tools
it needs to address an immediate existing and imminent crisis;

(2) allow the Government of Puerto Rico a limited period of time during which
it can focus its resources on negotiating a voluntary resolution with its creditors
instead of defending numerous, costly creditor lawsuits;

(3) provide an oversight mechanism to assist the Government of Puerto Rico
in reforming its fiscal governance and support the implementation of potential
debt restructuring;

(4) make available a Federal restructuring authority, if necessary, to allow for
an orderly adjustment of all of the Government of Puerto Rico’s liabilities; and

(5) benefit the lives of 3.5 million American citizens living in Puerto Rico by
encouraging the Government of Puerto Rico to resolve its longstanding fiscal
governance issues and return to economic growth.

(0) VOTING ON VOLUNTARY AGREEMENTS NOT STAYED.—Notwithstanding any pro-
vision in this section to the contrary, nothing in this section shall prevent the holder
of a Liability Claim from voting on or consenting to a proposed modification of such
Liability Claim under title VI of this Act.

SEC. 406. PURCHASES BY TERRITORY GOVERNMENTS.

The text of section 302 of the Omnibus Insular Areas Act of 1992 (48 U.S.C.
1469e), is amended to read as follows: “The Governments of the Commonwealth of
Puerto Rico, Guam, American Samoa, the Commonwealth of the Northern Mariana
Islands, and the United States Virgin Islands are authorized to make purchases
through the General Services Administration.”.

SEC. 407. PROTECTION FROM INTER-DEBTOR TRANSFERS.

(a) PROTECTION OF CREDITORS.—While an Oversight Board for Puerto Rico is in
existence, if any property of any territorial instrumentality of Puerto Rico is trans-
ferred in violation of applicable law under which any creditor has a valid pledge of,
security interest in, or lien on such property, or which deprives any such territorial
instrumentality of property in violation of applicable law assuring the transfer of
such property to such territorial instrumentality for the benefit of its creditors, then
the transferee shall be liable for the value of such property.

(b) ENFORCEABILITY.—A creditor may enforce rights under this section by bringing
an action in the United States District Court for the District of Puerto Rico after
the f?xpiration or lifting of the stay of section 405, unless a stay under title III is
in effect.

SEC. 408. GAO REPORT ON SMALL BUSINESS ADMINISTRATION PROGRAMS IN PUERTO RICO.

Section 15 of the Small Business Act (15 U.S.C. 644) is amended by adding at
the end the following new subsection:

“(t) GAO REPORT ON SMALL BUSINESS ADMINISTRATION PROGRAMS IN PUERTO
Rico.—Not later than 180 days after the date of enactment of this subsection, the
Comptroller General of the United States shall submit to the Committee on Small
Business of the House of Representatives and the Committee on Small Business and
Entrepreneurship of the Senate a report on the application and utilization of con-
tracting activities of the Administration (including contracting activities relating to
HUBZone small business concerns) in Puerto Rico. The report shall also identify any
provisions of Federal law that may create an obstacle to the efficient implementa-
tion of such contracting activities.”.
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SEC. 409. CONGRESSIONAL TASK FORCE ON ECONOMIC GROWTH IN PUERTO RICO.

(a) ESTABLISHMENT.—There is established within the legislative branch a Con-
gressional Task Force on Economic Growth in Puerto Rico (hereinafter referred to
as the “Task Force”).

(b) MEMBERSHIP.—The Task Force shall be composed of eight members as follows:

(1) One member of the House of Representatives, who shall be appointed by
the Speaker of the House of Representatives, in coordination with the Chairman
of the Committee on Natural Resources of the House of Representatives.

(2) One member of the House of Representatives, who shall be appointed by
the Speaker of the House of Representatives, in coordination with the Chairman
of the Committee on Ways and Means of the House of Representatives.

(3) One member of the House of Representatives, who shall be appointed by
the Minority Leader of the House of Representatives, in coordination with the
ranking minority member of the Committee on Natural Resources of the House
of Representatives.

(4) One member of the House of Representatives, who shall be appointed by
the Minority Leader of the House of Representatives, in coordination with the
ranking minority member of the Committee on Ways and Means of the House
of Representatives.

(5) One member of the Senate, who shall be appointed by the Majority Leader
of the Senate, in coordination with the Chairman of the Committee on Energy
and Natural Resources of the Senate.

(6) One member of the Senate, who shall be appointed by the Majority Leader
of the Senate, in coordination with the Chairman of the Committee on Finance
of the Senate.

(7) One member of the Senate, who shall be appointed by the Minority Leader
of the Senate, in coordination with the ranking minority member of the Com-
mittee on Energy and Natural Resources of the Senate.

(8) One member of the Senate, who shall be appointed by the Minority Leader
of the Senate, in coordination with the ranking minority member of the Com-
mittee on Finance of the Senate.

(c) DEADLINE FOR APPOINTMENT.—AIl appointments to the Task Force shall be
made not later than 15 days after the date of enactment of this Act.

(d) CHAIR.—The Speaker shall designate one Member to serve as chair of the Task
Force.

(e) VACANCIES.—Any vacancy in the Task Force shall be filled in the same manner
as the original appointment.

(f) STATUS UPDATE.—Between September 1, 2016, and September 15, 2016, the
Task Force shall provide a status update to the House and Senate that includes—

(1) information the Task Force has collected; and

(2) a discussion on matters the chairman of the Task Force deems urgent for
consideration by Congress.

(g) REPORT.—Not later than December 31, 2016, the Task Force shall issue a re-
port of its findings to the House and Senate regarding—

(1) impediments in current Federal law and programs to economic growth in
Puerto Rico including equitable access to Federal health care programs;

(2) recommended changes to Federal law and programs that, if adopted,
would serve to spur sustainable long-term economic growth, job creation and at-
tract investment in Puerto Rico;

(3) the economic effect of Administrative Order No. 346 of the Department of
Health of the Commonwealth of Puerto Rico (relating to natural products, nat-
ural supplements, and dietary supplements) or any successor or substantially
similar order, rule, or guidance of the Commonwealth of Puerto Rico; and

(4) additional information the Task Force deems appropriate.

(h) CoNsENSUS VIEWS.—To the greatest extent practicable, the report issued
under subsection (f) shall reflect the shared views of all eight Members, except that
the report may contain dissenting views.

(i) HEARINGS AND SESSIONS.—The Task Force may, for the purpose of carrying out
this section, hold hearings, sit and act at times and places, take testimony, and re-
ceive evidence as the Task Force considers appropriate. If the Task Force holds
hearings, at least one such hearing must be held in Puerto Rico.

(j) STAKEHOLDER PARTICIPATION.—In carrying out its duties, the Task Force shall
consult with the Puerto Rico Legislative Assembly, the Puerto Rico Department of
Economic Development and Commerce, and the private sector of Puerto Rico.

(k) RESOURCES.—The Task Force shall carry out its duties by utilizing existing
facilities, services, and staff of the House of Representatives and Senate, except that
no additional funds are authorized to be appropriated to carry out this section.

(1) TERMINATION.—The Task Force shall terminate upon issuing the report re-
quired under subsection (f).
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SEC. 410. REPORT.

The Comptroller General shall submit a report to the Committee on Natural Re-
sources of the House of Representatives and the Committee on Energy and Natural
Resources of the Senate describing—

(1) the conditions which led to the level of debt per capita and based upon
overall economic activity;

(2) how actions of the territorial government improved or impaired the terri-
tory’s financial conditions; and

(3) recommendations on non-fiscal actions, nor policies that would imperil
America’s homeland and national security, that could be taken by Congress or
the Administration to avert future indebtedness of territories, States or local
units of government while respecting sovereignty and constitutional parameters.

TITLE V—PUERTO RICO INFRASTRUCTURE
REVITALIZATION

SEC. 501. DEFINITIONS.

In this title:

(1) Act 76.—The term “Act 76” means Puerto Rico Act 76-2000 (3 L.P.R.A.
1931 et seq.), approved on May 5, 2000, as amended.

(2) CRITICAL PROJECT.—The term “Critical Project” means a project identified
under the provisions of this title and intimately related to addressing an emer-
gency whose approval, consideration, permitting, and implementation shall be
expedited and streamlined according to the statutory process provided by Act
76, or otherwise adopted pursuant to this title.

(3) ENERGY COMMISSION OF PUERTO RICO.—The term “Energy Commission of
Puerto Rico” means the Puerto Rico Energy Commission as established by Sub-
title B of Puerto Rico Act 57-2014.

(4) ENERGY PROJECTS.—The term “Energy Projects” means those projects ad-
dressing the generation, distribution, or transmission of energy.

(5) EMERGENCY.—The term “emergency” means any event or grave problem
of deterioration in the physical infrastructure for the rendering of essential
services to the people, or that endangers the life, public health, or safety of the
population or of a sensitive ecosystem, or as otherwise defined by section 1 of
Act 76 (3 L.P.R.A. 1931). This shall include problems in the physical infrastruc-
ture for energy, water, sewer, solid waste, highways or roads, ports, tele-
communications, and other similar infrastructure.

(6) ENVIRONMENTAL QUALITY BOARD.—The term “Environmental Quality
Board” means the Puerto Rico Environmental Quality Board, a board within the
executive branch of the Government of Puerto Rico as established by section 7
of Puerto Rico Act 416-2004 (12 L.P.R.A. 8002a).

(7) EXPEDITED PERMITTING PROCESS.—The term “Expedited Permitting Proc-
ess” means a Puerto Rico Agency’s alternate procedures, conditions, and terms
mirroring those established under Act 76 (3 L.P.R.A. 1932) and pursuant to this
title shall not apply to any Federal law, statute, or requirement.

(8) GOVERNOR.—The term “Governor” means the Governor of Puerto Rico.

(9) INTERAGENCY ENVIRONMENTAL SUBCOMMITTEE.—The term “Interagency
Environmental Subcommittee” means the Interagency Subcommittee on Expe-
dited Environmental Regulations as further described by section 504.

(10) LEGISLATURE.—The term “Legislature” means the Legislature of Puerto
Rico.

(11) PLANNING BOARD.—The term “Planning Board” means the Puerto Rico
Planning Board, a board within the executive branch of the Government of
Puerto Rico established by Puerto Rico Act 75-1975 (23 L.P.R.A. 62 et seq.).

(12) PROJECT SPONSOR.—The term “Project Sponsor” means a Puerto Rico
Agency or private party proposing the development of an existing, ongoing, or
new infrastructure project or Energy Project.

(13) PUERTO RICO AGENCY OR AGENCIES.—The terms “Puerto Rico Agency” or
“Puerto Rico Agencies” means any board, body, board of examiners, public cor-
poration, commission, independent office, division, administration, bureau, de-
partment, authority, official, person, entity, municipality, or any instrumen-
tality of Puerto Rico, or an administrative body authorized by law to perform
duties of regulating, investigating, or that may issue a decision, or with the
power to issue licenses, certificates, permits, concessions, accreditations, privi-
leges, franchises, except the Senate and the House of Representatives of the
Legislature and the judicial branch.
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(14) PUERTO RICO ELECTRIC POWER AUTHORITY.—The term “Puerto Rico Elec-
tric Power Authority” means the Puerto Rico Electric Power Authority estab-
lished by Puerto Rico Act 83—1941.

SEC. 502. POSITION OF REVITALIZATION COORDINATOR.

(a) ESTABLISHMENT.—There is established, under the Oversight Board, the posi-
tion of the Revitalization Coordinator.

(b) APPOINTMENT.—

(1) IN GENERAL.—The Revitalization Coordinator shall be appointed by the
Governor as follows:

(A) Prior to the appointment of the Revitalization Coordinator and within
60 days of the appointment of the full membership of the Oversight Board,
the Oversight Board shall submit to the Governor no less than three nomi-
nees for appointment.

(B) In consultation with the Oversight Board, not later than 10 days after
receiving the nominations under subparagraph (A), the Governor shall ap-
point one of the nominees as the Revitalization Coordinator. Such appoint-
ment shall be effective immediately.

(C) If the Governor fails to select a Revitalization Coordinator, the Over-
sight Board shall, by majority vote, appoint a Revitalization Coordinator
from the list of nominees provided under paragraph (A).

(2) QUALIFICATIONS.—In selecting nominees under paragraph (1)(A), the Over-
sight Board shall only nominate persons who—

(A) have substantial knowledge and expertise in the planning,
predevelopment, financing, development, operations, engineering, or market
participation of infrastructure projects, provided that stronger consideration
may be given to candidates who have experience with Energy Projects and
the laws and regulations of Puerto Rico that may be subject to an Expe-
dited Permitting Process;

(B) does not currently provide, or in the preceding 3 calendar years pro-
vided, goods or services to the government of Puerto Rico (and, as applica-
ble, is not the spouse, parent, child, or sibling of a person who provides or
has provided goods and services to the government of Puerto Rico in the
preceding 3 calendar years); and

(C) shall not be an officer, employee of, or former officer or employee of
the government of Puerto Rico in the preceding 3 calendar years.

(3) COMPENSATION.—The Revitalization Coordinator shall be compensated at
an annual rate determined by the Oversight Board sufficient in the judgment
of the Oversight Board to obtain the services of a person with the skills and
experience required to discharge the duties of the position, but such compensa-
tion shall not exceed the annual salary of the Executive Director.

(c) ASSIGNMENT OF PERSONNEL.—The Executive Director of the Oversight Board
may assign Oversight Board personnel to assist the Revitalization Coordinator.
(d) REMOVAL.—

(1) IN GENERAL.—The Revitalization Coordinator may be removed for any rea-
son, in the Oversight Board’s discretion.

(2) TERMINATION OF POSITION.—Upon the termination of the Oversight Board
pursuant to section 209 of this Act, the position of the Revitalization Coordi-
nator shall terminate.

SEC. 503. CRITICAL PROJECTS.

(a) IDENTIFICATION OF PROJECTS.—

(1) PROJECT SUBMISSION.—Any Project Sponsor may submit, so long as the
Oversight Board is in operation, any existing, ongoing, or proposed project to
the Revitalization Coordinator. The Revitalization Coordinator shall require
such submission to include—

(A) the impact the project will have on an emergency;

(B) the availability of immediate private capital or other funds, including
loan guarantees, loans, or grants to implement, operate, or maintain the
project;

(C) the cost of the project and amount of Puerto Rico government funds,
if any, necessary to complete and maintain the project;

(D) the environmental and economic benefits provided by the project, in-
cluding the number of jobs to be created that will be held by residents of
Puerto Rico and the expected economic impact, including the impact on
ratepayers, if applicable;

(E) the status of the project if it is existing or ongoing; and

(F) in addition to the requirements found in subparagraphs (A) through
(E), the Revitalization Coordinator may require such submission to include
any or all of the following criteria that assess how the project will—
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(i) reduce reliance on oil for electric generation in Puerto Rico;

(ii) improve performance of energy infrastructure and overall energy
efficiency;

(iii) expedite the diversification and conversion of fuel sources for
electric generation from oil to natural gas and renewables in Puerto
Rico as defined under applicable Puerto Rico laws;

(iv) promote the development and utilization of energy sources found
on Puerto Rico;

(v) contribute to transitioning to privatized generation capacities in
Puerto Rico;

(vi) support the Energy Commission of Puerto Rico in achievement of
its goal of reducing energy costs and ensuring affordable energy rates
for consumers and business; or

(vii) achieve in whole or in part the recommendations, if feasible, of
the study in section 505(d) of this title to the extent such study is com-
pleted and not inconsistent with studies or plans otherwise required
under Puerto Rico laws.

(2) IDENTIFICATION OF RELEVANT PUERTO RICO AGENCIES.—Within 20 days of
receiving a project submission under paragraph (1), the Revitalization Coordi-
nator shall, in consultation with the Governor, identify all Puerto Rico Agencies
that will have a role in the permitting, approval, authorizing, or other activity
related to the development of such project submission.

(3) EXPEDITED PERMITTING PROCESS.—

(A) SUBMISSION OF EXPEDITED PERMITTING PROCESS.—Not later than 20
days after receiving a project submission, each Puerto Rico Agency identi-
fied in paragraph (1) shall submit to the Revitalization Coordinator the
Agency’s Expedited Permitting Process.

(B) FAILURE TO PROVIDE EXPEDITED PERMITTING PROCESS.—If a Puerto
Rico Agency fails to provide an Expedited Permitting Process within 20
days of receiving a project submission, the Revitalization Coordinator shall
consult with the Governor to develop within 20 days an Expedited Permit-
ting Process for the Agency.

(C) IMPLEMENTATION AND PRIORITIZATION.—The Revitalization Coordi-
nator shall require Puerto Rico Agencies to implement the Expedited Per-
mitting Process for Critical Projects. Critical Projects shall be prioritized to
the maximum extent possible in each Puerto Rico Agency regardless of any
agreements transferring or delegating permitting authority to any other
Territorial Instrumentality or municipality.

(b) CrITICAL PROJECT REPORT.—

(1) IN GENERAL.—For each submitted project, the Revitalization Coordinator
in consultation with the Governor and relevant Puerto Rico Agencies identified
in subsection (a)(2) shall develop a Critical Project Report within 60 days of the
project submission, which shall include:

(A) An assessment of how well the project meets the criteria in subsection
(a)(1).

(B) A recommendation by the Governor whether the project should be
considered a Critical Project. If the Governor fails to provide a rec-
ommendation during the development of the Critical Project Report, the
failure shall constitute a concurrence with the Revitalization Coordinator’s
recommendation in subparagraph (E).

(C) In the case of a project that may affect the implementation of Land-
Use Plans, as defined by Puerto Rico Act 550-2004, a determination by the
Planning Board will be required within the 60-day timeframe. If the Plan-
ning Board determines such project will be inconsistent with relevant Land-
Use Plans, then the project will be deemed ineligible for Critical Project
designation.

(D) In the case of an Energy Project that will connect with the Puerto
Rico Electric Power Authority’s transmission or distribution facilities, a rec-
ommendation by the Energy Commission of Puerto Rico, if the Energy Com-
mission determines such Energy Project will affect an approved Integrated
Resource Plan, as defined under Puerto Rico Act 54-2014. If the Energy
Commission determines the Energy Project will adversely affect an ap-
proved Integrated Resource Plan, then the Energy Commission shall pro-
vide the reasons for such determination and the Energy Project shall be in-
eligible for Critical Project designation, provided that such determination
must be made during the 60-day timeframe for the development of the Crit-
ical Project Report.

(E) A recommendation by the Revitalization Coordinator whether the
project should be considered a Critical Project.
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(2) PuBLIC INVOLVEMENT.—Immediately following the completion of the Crit-
ical Project Report, the Revitalization Coordinator shall make such Critical
Project Report public and allow a period of 30 days for the submission of com-
ments by residents of Puerto Rico specifically on matters relating to the des-
ignation of a project as a Critical Project. The Revitalization Coordinator shall
respond to the comments within 30 days of closing the coming period and make
the responses publicly available.

(3) SUBMISSION TO OVERSIGHT BOARD.—Not later than 5 days after the Revi-
talization Coordinator has responded to the comments under paragraph (2), the
Revitalization Coordinator shall submit the Critical Project Report to the Over-
sight Board.

(c) AcTION BY THE OVERSIGHT BOARD.—Not later than 30 days after receiving the
Critical Project Report, the Oversight Board, by majority vote, shall approve or dis-
approve the project as a Critical Project, if the Oversight Board—

(1) approves the project, the project shall be deemed a Critical Project; and

(2) disapproves the project, the Oversight Board shall submit to the Revital-
ization Coordinator in writing the reasons for disapproval.

SEC. 504. MISCELLANEOUS PROVISIONS.

(a) CREATION OF INTERAGENCY ENVIRONMENTAL SUBCOMMITTEE.—

(1) ESTABLISHMENT.—Not later than 60 days after the date on which the Revi-
talization Coordinator is appointed, the Interagency Environmental Sub-
committee shall be established and shall evaluate environmental documents re-
quired under Puerto Rico law for any Critical Project within the Expedited Per-
mitting Process established by the Revitalization Coordinator under section
503(a)(3).

(2) CompPOSITION.—The Interagency Environmental Subcommittee shall con-
sist of the Revitalization Coordinator, and a representative selected by the Gov-
ernor in consultation with the Revitalization Coordinator representing each of
the following agencies: The Environmental Quality Board, the Planning Board,
the Puerto Rico Department of Natural and Environmental Resources, and any
other Puerto Rico Agency determined to be relevant by the Revitalization Coor-
dinator.

(b) LENGTH OF EXPEDITED PERMITTING PROCESS.—With respect to a Puerto Rico
Agency’s activities related only to a Critical Project, such Puerto Rico Agency shall
operate as if the Governor has declared an emergency pursuant to section 2 of Act
76 (3 L.P.R.A. 1932). Section 12 of Act 76 (3 L.P.R.A. 1942) shall not be applicable
to Critical Projects. Furthermore, any transactions, processes, projects, works, or
programs essential to the completion of a Critical Project shall continue to be proc-
essed and completed under such Expedited Permitting Process regardless of the ter-
mination of the Oversight Board under section 209.

(c) EXPEDITED PERMITTING PROCESS COMPLIANCE.—

(1) WRITTEN NOTICE.—A Critical Project Sponsor may in writing notify the
Oversight Board of the failure of a Puerto Rico Agency or the Revitalization Co-
ordinator to adhere to the Expedited Permitting Process.

(2) FINDING OF FAILURE.—If the Oversight Board finds either the Puerto Rico
Agency or Revitalization Coordinator has failed to adhere to the Expedited Per-
mitting Process, the Oversight Board shall direct the offending party to comply
with the Expedited Permitting Process. The Oversight Board may take such en-
forcement action as necessary as provided by section 104(1).

(d) REVIEW OF LEGISLATURE ACTS.—

(1) SUBMISSION OF ACTS TO OVERSIGHT BOARD.—Pursuant to section 204(a),
the Governor shall submit to the Oversight Board any law duly enacted during
any fiscal year in which the Oversight Board is in operation that may affect the
Expedited Permitting Process.

(2) FINDING OF OVERSIGHT BOARD.—Upon receipt of a law under paragraph
(1), the Oversight Board shall promptly review whether the law would adversely
impact the Expedited Permitting Process and, upon such a finding, the Over-
sight Board may deem such law to be significantly inconsistent with the appli-
cable Fiscal Plan.

(e) ESTABLISHMENT OF CERTAIN TERMS AND CONDITIONS.—No Puerto Rico Agency
may include in any certificate, right-of-way, permit, lease, or other authorization
issued for a Critical Project any term or condition that may be permitted, but is not
required, by any applicable Puerto Rico law, if the Revitalization Coordinator deter-
mines the term or condition would prevent or impair the expeditious construction,
operation, or expansion of the Critical Project. The Revitalization Coordinator may
request a Puerto Rico Agency to include in any certificate, right-of-way, permit,
lease, or other authorization, a term or condition that may be permitted in accord-
ance with applicable laws if the Revitalization Coordinator determines such inclu-
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sion would support the expeditious construction, operation, or expansion of any Crit-
ical Project.

(f) DiscLOSURE.—AIl Critical Project reports, and justifications for approval or re-
jection of Critical Project status, shall be made publicly available online within 5
days of receipt or completion.

SEC. 505. FEDERAL AGENCY REQUIREMENTS.

(a) FEDERAL POINTS OF CONTACT.—At the request of the Revitalization Coordi-
nator and within 30 days of receiving such a request, each Federal agency with ju-
risdiction over the permitting, or administrative or environmental review of private
or public projects in Puerto Rico, shall name a Point of Contact who will serve as
that agency’s liaison with the Revitalization Coordinator.

(b) FEDERAL GRANTS AND LOANS.—For each Critical Project with a pending or po-
tential Federal grant, loan, or loan guarantee application, the Revitalization Coordi-
nator and the relevant Point of Contact shall cooperate with each other to ensure
expeditious review of such application.

(¢) EXPEDITED REVIEWS AND ACTIONS OF FEDERAL AGENCIES.—AIll reviews con-
ducted and actions taken by any Federal agency relating to a Critical Project shall
be expedited in a manner consistent with completion of the necessary reviews and
approvals by the deadlines under the Expedited Permitting Process, but in no way
shall the deadlines established through the Expedited Permitting Process be binding
on any Federal agency.

(d) TRANSFER OF STUDY OF ELECTRIC RATES.—Section 9 of the Consolidated and
Further Continuing Appropriations Act, 2015 (48 U.S.C. 1492a) is amended—

(1) in subsection (a)(5), by inserting “, except that, with respect to Puerto
Ri%o, the term means, the Secretary of Energy” after “Secretary of the Interior”;
an

(2) in subsection (b)—

(A) by inserting “(except in the case of Puerto Rico, in which case not
later than 270 days after the date of enactment of the Puerto Rico Over-
sight, Management, and Economic Stability Act)” after “of this Act”; and

(B) by inserting “(except in the case of Puerto Rico)” after “Empowering
Insular Communities activity”.

SEC. 506. JUDICIAL REVIEW.

(a) DEADLINE FOR FILING OF A CLAIM.—A claim arising under this title must be
brought no later than 30 days after the date of the decision or action giving rise
to the claim.

(b) EXPEDITED CONSIDERATION.—The District Court for the District of Puerto Rico
shall set any action brought under this title for expedited consideration, taking into
account the interest of enhancing Puerto Rico’s infrastructure for electricity, water
and sewer services, roads and bridges, ports, and solid waste management to
achieve compliance with local and Federal environmental laws, regulations, and
policies while ensuring the continuity of adequate services to the people of Puerto
Rico and Puerto Rico’s sustainable economic development.

SEC. 507. SAVINGS CLAUSE.

Nothing in this title is intended to change or alter any Federal legal requirements
or laws.

TITLE VI—CREDITOR COLLECTIVE ACTION

SEC. 601. CREDITOR COLLECTIVE ACTION.

(a) DEFINITIONS.—In this title:

(1) ADMINISTRATIVE SUPERVISOR.—The term “Administrative Supervisor”
means the Oversight Board established under section 101.

(2) AUTHORIZED TERRITORIAL INSTRUMENTALITY.—The term “Authorized Terri-
torial Instrumentality” means a covered territorial instrumentality authorized
in accordance with subsection (e).

(3) CALCULATION AGENT.—The term “Calculation Agent” means a calculation
agent appointed in accordance with subsection (k).

(4) CAPITAL APPRECIATION BOND.—The term “Capital Appreciation Bond”
means a Bond that does not pay interest on a current basis, but for which inter-
est amounts are added to principal over time as specified in the relevant offer-
ing materials for such Bond, including that the accreted interest amount added
to principal increases daily.

(5) CONVERTIBLE CAPITAL APPRECIATION BOND.—The term “Convertible Cap-
ital Appreciation Bond” means a Bond that does not pay interest on a current
basis, but for which interest amounts are added to principal over time as speci-
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fied in the relevant offering materials and which converts to a current pay bond
on a future date.

(6) INFORMATION AGENT.—The term “Information Agent” means an informa-
tion agent appointed in accordance with subsection (1).

(7) INSURED BOND.—The term “Insured Bond” means a bond subject to a fi-
nancial guarantee or similar insurance contract, policy or surety issued by a
monoline insurer.

(8) IsSUER.—The term “Issuer” means, as applicable, the Territory Govern-
ment Issuer or an Authorized Territorial Instrumentality that has issued or
guaranteed at least one Bond that is Outstanding.

(9) MODIFICATION.—The term “Modification” means any modification, amend-
ment, supplement or waiver affecting one or more series of Bonds, including
those effected by way of exchange, repurchase, conversion, or substitution.

(10) OUTSTANDING.—The term “Outstanding,” in the context of the principal
amount of Bonds, shall be determined in accordance with subsection (b).

(11) OUTSTANDING PRINCIPAL.—The term “Outstanding Principal” means—

(A) for a Bond that is not a Capital Appreciation Bond or a Convertible
Ca(;i)ital Appreciation Bond, the outstanding principal amount of such Bond;
an

(B) for a Bond that is a Capital Appreciation Bond or a Convertible Cap-
ital Appreciation Bond, the current accreted value of such Capital Apprecia-
tion Bond or a Convertible Capital Appreciation Bond, as applicable.

(12) PooL.—The term “Pool” means a pool established in accordance with sub-
section (d).

(13) QUALIFYING MODIFICATION.—The term “Qualifying Modification” means a
Modification proposed in accordance with subsection (g).

(14) SECURED POOL.—The term “Secured Pool” means a Pool established in
accordance with subsection (d) consisting only of Bonds that are secured by a
lien on property, provided that the inclusion of a Bond Claim in such Pool shall
not in any way limit or prejudice the right of the Issuer, the Administrative Su-
pervisor, or any creditor to recharacterize or challenge such Bond Claim, or any
purported lien securing such Bond Claim, in any other manner in any subse-
quent proceeding in the event a proposed Qualifying Modification is not con-
summated.

(15) TERRITORY GOVERNMENT ISSUER.—The term “Territory Government
Issuer” means the Government of Puerto Rico or such covered territory for
which an Oversight Board has been established pursuant to section 101.

(b) OUTSTANDING BONDS.—In determining whether holders of the requisite prin-
cipal amount of Outstanding Bonds have voted in favor of, or consented to, a pro-
posed Qualifying Modification, a Bond will be deemed not to be outstanding, and
may not be counted in a vote or consent solicitation for or against a proposed Quali-
fying Modification, if on the record date for the proposed Qualifying Modification—

(1) the Bond has previously been cancelled or delivered for cancellation or is
held for reissuance but has not been reissued;

(2) the Bond has previously been called for redemption in accordance with its
terms or previously become due and payable at maturity or otherwise and the
Issuer has previously satisfied its obligation to make, or provide for, all pay-
ments due in respect of the Bond in accordance with its terms;

(3) the Bond has been substituted with a security of another series; or

(4) the Bond is held by the Issuer or by an Authorized Territorial Instrumen-
tality of the Territory Government Issuer or by a corporation, trust or other
legal entity that is controlled by the Issuer or an Authorized Territorial Instru-
mentality of the Territory Government Issuer, as applicable.

For purposes of this subsection, a corporation, trust or other legal entity is con-
trolled by the Issuer or by an Authorized Territorial Instrumentality of the Territory
Government Issuer if the Issuer or an Authorized Territorial Instrumentality of the
Territory Government Issuer, as applicable, has the power, directly or indirectly,
through the ownership of voting securities or other ownership interests, by contract
or otherwise, to direct the management of or elect or appoint a majority of the board
of directors or other persons performing similar functions in lieu of, or in addition
to, the board of directors of that legal entity.

(c) CERTIFICATION OF DISENFRANCHISED BONDS.—Prior to any vote on, or consent
solicitation for, a Qualifying Modification, the Issuer shall deliver to the Calculation
Agent a certificate signed by an authorized representative of the Issuer specifying
any Bonds that are deemed not to be Outstanding for the purpose of subsection (b)
above.

(d) DETERMINATION OF POOLS FOR VOTING.—The Administrative Supervisor, in
consultation with the Issuer, shall establish Pools in accordance with the following:

(1) Not less than one Pool shall be established for each Issuer.
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(2) A Pool that contains one or more Bonds that are secured by a lien on prop-
erty shall be a Secured Pool.

(3) The Administrative Supervisor shall establish Pools according to the fol-
lowing principles:

(A) For each Issuer that has issued multiple Bonds that are distinguished
by specific provisions governing priority or security arrangements, including
Bonds that have been issued as general obligations of the Territory Govern-
ment Issuer to which the Territory Government Issuer pledged the full or
good faith, credit, and taxing power of the Territory Government Issuer,
separate Pools shall be established corresponding to the relative priority or
security arrangements of each holder of Bonds against each Issuer, as ap-
plicable, provided, however, that the term “priority” as used in this section
shall not be understood to mean differing payment or maturity dates.

(B) For each Issuer that has issued senior and subordinated Bonds, sepa-
rate Pools shall be established for the senior and subordinated Bonds cor-
responding to the relative priority or security arrangements.

(C) For each Issuer that has issued multiple Bonds, for at least some of
which a guarantee of repayment has been provided by the Territory Gov-
ernment Issuer, separate Pools shall be established for such guaranteed
and non-guaranteed Bonds.

(D) Subject to the other requirements contained in this section, for each
Issuer that has issued multiple Bonds, for at least some of which a dedi-
cated revenue stream has been pledged for repayment, separate Pools for
such Issuer shall be established as follows—

(i) for each dedicated revenue stream that has been pledged for re-
payment, not less than one Secured Pool for Bonds for which such rev-
enue stream has been pledged, and separate Secured Pools shall be es-
tablished for Bonds of different priority; and

(i1) not less than one Pool for all other Bonds issued by the Issuer
for which a dedicated revenue stream has not been pledged for repay-
ment.

(E) The Administrative Supervisor shall not place into separate Pools
Bonds of the same Issuer that have identical rights in security or priority.

(4) Notwithstanding the preceding provisions of this subsection, a preexisting
voluntary agreement may classify Insured Bonds and uninsured bonds in dif-
ferent Pools and provide different treatment thereof so long as the preexisting
voluntary agreement has been agreed to by—

(A) holders of a majority in amount of all uninsured bonds outstanding
in the modified Pool; and

(B) holders (including insurers with power to vote) of a majority in
amount of all Insured Bonds.

(e) AUTHORIZATION OF TERRITORY INSTRUMENTALITIES.—A covered territorial in-
strumentality is an Authorized Territorial Instrumentality if it has been specifically
authorized to be eligible to avail itself of the procedures under this section by the
Administrative Supervisor.

(f) INFORMATION DELIVERY REQUIREMENT.—Before solicitation of acceptance or re-
jection of a Modification under subsection (h), the Issuer shall provide to the Cal-
culation Agent, the Information Agent, and the Administrative Supervisor, the fol-
lowing information—

(1) a description of the Issuer’s economic and financial circumstances which
are, in the Issuer’s opinion, relevant to the request for the proposed Qualifying
Modification, a description of the Issuer’s existing debts, a description of the im-
pact of the proposed Qualifying Modification on the territory’s or its territorial
instrumentalities’ public debt;

(2) if the Issuer is seeking Modifications affecting any other Pools of Bonds
of the Territory Government Issuer or its Authorized Territorial Instrumental-
ities, a description of such other Modifications;

(3) if a Fiscal Plan with respect to such Issuer has been certified, the applica-
ble Fiscal Plan certified in accordance with section 201; and
| (4) such other information as may be required under applicable securities
aws.

(g) QUALIFYING MODIFICATION.—A Modification is a Qualifying Modification if—

(1) the Issuer proposing the Modification has consulted with holders of Bonds
in each Pool of such Issuer prior to soliciting a vote on such Modification;

(2) each exchanging, repurchasing, converting, or substituting holder of Bonds
of any series in a Pool affected by that Modification is offered the same amount
of consideration per amount of principal, the same amount of consideration per
amount of interest accrued but unpaid and the same amount of consideration
per amount of past due interest, respectively, as that offered to each other ex-



38

changing, repurchasing, converting, or substituting holder of Bonds of any se-
ries in a Pool affected by that Modification (or, where a menu of instruments
or other consideration is offered, each exchanging, repurchasing, converting, or
substituting holder of Bonds of any series in a Pool affected by that Modification
is offered the same amount of consideration per amount of principal, the same
amount of consideration per amount of interest accrued but unpaid and the
same amount of consideration per amount of past due interest, respectively, as
that offered to each other exchanging, repurchasing, converting, or substituting
holder of Bonds of any series in a Pool affected by that Modification electing
the same option under such menu of instruments);

(3) the Modification is certified by the Administrative Supervisor as being
consistent with the requirements set forth in section 104(i)(1) and is in the best
interests of the creditors and is feasible; or

(4) notwithstanding paragraphs (1) through (3), the Administrative Super-
visor has issued a certification that—

(A) the requirements set forth in section 104(i)(2) have been satisfied; or

(B) the Modification is consistent with a restructuring support or similar
agreement to be implemented pursuant to the law of the covered territory
executed by the Issuer prior to the establishment of an Oversight Board for
the relevant territory.

(h) SOLICITATION.—

(1) Upon receipt of a certification from the Administrative Supervisor under
subsection (g), the Information Agent shall, if practical and except as provided
in paragraph (2), submit to the holders of any Outstanding Bonds of the rel-
evant Issuer, including holders of the right to vote such Outstanding Bonds, the
information submitted by the relevant Issuer under subsection (f)(1) in order to
solicit the vote of such holders to approve or reject the Qualifying Modification.

(2) If the Information Agent is unable to identify the address of holders of any
Outstanding Bonds of the relevant Issuer, the Information Agent may solicit the
vote or consent of such holders by—

(A) delivering the solicitation to the paying agent for any such Issuer or
Depository Trust Corporation if it serves as the clearing system for any of
the Issuer’s Outstanding Bonds; or

(B) delivering or publishing the solicitation by whatever additional means
the Information Agent, after consultation with the Issuer, deems necessary
and appropriate in order to make a reasonable effort to inform holders of
any Outstanding Bonds of the Issuer which may include, notice by mail,
publication in electronic media, publication on a website of the Issuer, or
publication in newspapers of national circulation in the United States and
in a newspaper of general circulation in the territory.

(i) WHO MAY PROPOSE A MODIFICATION.—For each Issuer, a Modification may be
proposed to the Administrative Supervisor by the Issuer or by one or more holders
of the right to vote the Issuer’s Outstanding Bonds. To the extent a Modification
proposed by one or more holders of the right to vote Outstanding Bonds otherwise
complies with the requirements of this title, the Administrative Supervisor may ac-
cept such Modification on behalf of the Issuer, in which case the Administrative Su-
pervisor will instruct the Issuer to provide the information required in subsection

() VoTING.—For each Issuer, any Qualifying Modification may be made with the
affirmative vote of the holders of the right to vote at least two-thirds of the Out-
standing Principal amount of the Outstanding Bonds in each Pool that have voted
to approve or reject the Qualifying Modification, provided that holders of the right
to vote not less than a majority of the aggregate Outstanding Principal amount of
all the Outstanding Bonds in each Pool have voted to approve the Qualifying Modi-
fication. The holder of the right to vote the Outstanding Bonds that are Insured
Bonds shall be the monoline insurer insuring such Insured Bond to the extent such
insurer is granted the right to vote Insured Bonds for purposes of directing remedies
or consenting to proposed amendments or modifications as provided in the applica-
ble documents pursuant to which such Insured Bond was issued and insured.

(k) CALCULATION AGENT.—For the purpose of calculating the principal amount of
the Bonds of any series eligible to participate in such a vote or consent solicitation
and tabulating such votes or consents, the Territory Government Issuer may ap-
point a Calculation Agent for each Pool reasonably acceptable to the Administrative
Supervisor.

(1) INFORMATION AGENT.—For the purpose of administering a vote of holders of
Bonds, including the holders of the right to vote such Bonds, or seeking the consent
of holder of Bonds, including the holders of the right to vote such Bonds, to a writ-
ten action under this section, the Territory Government Issuer may appoint an In-
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formation Agent for each Pool reasonably acceptable to the Administrative Super-
visor.
(m) BINDING EFFECT.—

(1) A Qualifying Modification will be conclusive and binding on all holders of
Bonds whether or not they have given such consent, and on all future holders
of those Bonds whether or not notation of such Qualifying Modification is made
upon the Bonds, if—

(A) the holders of the right to vote the Outstanding Bonds in every Pool
of the Issuer pursuant to subsection (j) have consented to or approved the
Qualifying Modification;

(B) the Administrative Supervisor certifies that—

(i) the voting requirements of this section have been satisfied;

(ii) the Qualifying Modification complies with the requirements set
forth in section 1043i)(1); and

(ii1) except for such conditions that have been identified in the Quali-
fying Modification as being non-waivable, any conditions on the effec-
tiveness of the Qualifying Modification have been satisfied or, in the
Administrative Supervisor’s sole discretion, satisfaction of such condi-
tions has been waived;

(C) with respect to a Bond Claim that is secured by a lien on property
and with respect to which the holder of such Bond Claim has rejected or
not consented to the Qualifying Modification, the holder of such Bond—

(i) retains the lien securing such Bond Claims; or

(i1) receives on account of such Bond Claim, through deferred cash
payments, substitute collateral, or otherwise, at least the equivalent
value of the lesser of the amount of the Bond Claim or of the collateral
securing such Bond Claim; and

(D) the district court for the territory or, for any territory that does not
have a district court, the United States District Court for the District of Ha-
waii, has, after reviewing an application submitted to it by the applicable
Issuer for an order approving the Qualifying Modification, entered an order
that the requirements of this section have been satisfied.

(2) Upon the entry of an order under paragraph (1)(D), the conclusive and
binding Qualifying Modification shall be valid and binding on any person or en-
tity asserting claims or other rights, including a beneficial interest (directly or
indirectly, as principal, agent, counterpart, subrogee, insurer or otherwise) in
respect of Bonds subject to the Qualifying Modification, any trustee, any collat-
eral agent, any indenture trustee, any fiscal agent, and any bank that receives
or holds funds related to such Bonds. All property of an Issuer for which an
order has been entered under paragraph (1)(D) shall vest in the Issuer free and
clear of all claims in respect of any Bonds of any other Issuer. Such Qualifying
Modification will be full, final, complete, binding, and conclusive as to the terri-
torial government Issuer, other territorial instrumentalities of the territorial
government Issuer, and any creditors of such entities, and should not be subject
to any collateral attack or other challenge by any such entities in any court or
other forum. Other than as provided herein, the foregoing shall not prejudice
the rights and claims of any party that insured the Bonds, including the right
to assert claims under the Bonds as modified following any payment under the
insurance policy, and no claim or right that may be asserted by any party in
a capacity other than holder of a Bond affected by the Qualifying Modification
shall be satisfied, released, discharged, or enjoined by this provision.

(n) JUDICIAL REVIEW.—

(1) The district court for the territory or, for any territory that does not have
a district court, the United States District Court for the District of Hawaii shall
have original and exclusive jurisdiction over civil actions arising under this sec-
tion.

(2) Notwithstanding section 106(e), there shall be a cause of action to chal-
lenge unlawful application of this section.

(3) The district court shall nullify a Modification and any effects on the rights
of the holders of Bonds resulting from such Modification if and only if the dis-
trict court determines that such Modification is manifestly inconsistent with
this section.

SEC. 602. APPLICABLE LAW.

In any judicial proceeding regarding this title, Federal, State, or territorial laws
of the United States, as applicable, shall govern and be applied without regard or
reference to any law of any international or foreign jurisdiction.
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TITLE VII—SENSE OF CONGRESS REGARDING
PERMANENT, PRO-GROWTH FISCAL REFORMS

SEC. 701. SENSE OF CONGRESS REGARDING PERMANENT, PRO-GROWTH FISCAL REFORMS.

It is the sense of the Congress that any durable solution for Puerto Rico’s fiscal
and economic crisis should include permanent, pro-growth fiscal reforms that fea-
ture, among other elements, a free flow of capital between possessions of the United
States and the rest of the United States.

PURPOSE OF THE BILL

The purpose of H.R. 5278 is to establish an Oversight Board to
assist the Government of Puerto Rico, including instrumentalities,
in managing its public finances.

BACKGROUND AND NEED FOR LEGISLATION

Puerto Rico is in the midst of a fiscal crisis. The island has accu-
mulated over $110 billion in combined debt and unfunded pension
liabilities, and has seen a 10% decline in population over the past
decade. Puerto Rico’s local politicians have accelerated the crisis on
the island through the passage of harmful legislation, including the
imposition of a moratorium on the payment of debt. Due to the re-
alities facing the island, and the inability of its local politicians to
bring order and transparency, immediate congressional action is re-
quired. Because Puerto Rico is a United States territory and its
residents are United States citizens, Congress has the responsi-
bility and authority to make all needful rules and regulations for
Puerto Rico.

Puerto Rico’s situation underscores the necessity for Congres-
sional action, and highlights the purpose of the Committee on Nat-
ural Resources’ efforts to address the crisis. On May 18, 2016, Con-
gressman Sean P. Duffy introduced H.R. 5278, the Puerto Rico
Oversight, Management, and Economic Stability Act (PROMESA).
H.R. 5278 represents the second iteration of PROMESA, the first
being H.R. 4900, and incorporates solutions to the Puerto Rico cri-
sis learned from the testimony received during the Committee’s
four hearings, as well as concerns raised by Members and stake-
holders commenting on H.R. 4900.

The Committee’s first hearing, Exploring Energy Challenges and
Opportunities Facing Puerto Rico (Subcommittee on Energy and
Mineral Resources, January 12, 2016), identified the need for en-
ergy and infrastructure development on the island, and highlighted
the current deficiencies plaguing the island. For instance, Puerto
Rico is hampered by permitting inefficiencies, with the World Bank
having ranked Puerto Rico as 135th out of 189 countries for ease
of “Dealing with Construction Permits.” PROMESA in Title V ad-
dresses both the bureaucratic processes that hinder development
on the island, and promotes the infusion of private capital to spur
economic development. The Oversight Board has the opportunity to
fast-track infrastructure projects by co-opting existing Puerto Rico
laws, thus providing project proponents with the assurances of reg-
ulatory certainty.

The Committee’s second hearing, The Need for the Establishment
of a Puerto Rico Financial Stability and Economic Growth Author-
ity (Subcommittee on Indian, Insular and Alaska Native Affairs,
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February 2, 2016), outlined the need for an independent oversight
board to oversee Puerto Rico’s fiscal and governmental activities.
At that hearing, the Committee received testimony from former
Washington D.C. Mayor Anthony Williams who had previously
served as an officer of the D.C. Board. Mayor Williams described
the successes of the D.C. Board, and the challenges a similar board
would face if instituted over Puerto Rico. Other testimony high-
lighted the limited oversight and transparency of actions within
Puerto Rico’s governmental entities, such as the failure of Puerto
Rico’s government to provide any audited financials for the past
two fiscal years, and the lack of institutional control. As such, Ti-
tles I and IT of PROMESA remedy the deteriorating health of Puer-
to Rico’s finances and economy—at no net cost to the U.S. tax-
payer—through the establishment of an Oversight Board for the
territory.

The third hearing, U.S. Department of the Treasury’s Analysis of
the Situation in Puerto Rico (Full Natural Resources Committee,
February 25, 2016), provided valuable testimony as to why Puerto
Rico needed access to debt restructuring. Counsellor Antonio Weiss
with the U.S. Department of the Treasury informed the Committee
as to the unsustainability of Puerto Rico’s debt and the disorderly
state of Puerto Rico’s financials. Therefore Titles III and VI of H.R.
5278 provide Puerto Rico’s indebted entities, with the management
of the Oversight Board, the opportunity to restructure their debts
in a fair and equitable manner for their respective creditors.

The final hearing was a legislative hearing on H.R. 4900 (Full
Natural Resources Committee, April 13, 2016). That hearing alert-
ed the Committee to a number of concerns expressed by stake-
holders, such as the U.S. Department of the Treasury, and Mem-
bers of the Committee. H.R. 5278 addresses many of the concerns
raised to the Committee and provides a workable solution that will
ensure Puerto Rico regains access to capital markets and achieves
fiscal responsibility and transparency.

SECTION BY SECTION ANALYSIS OF THE BILL AS ORDERED REPORTED

Section 1. Short title; Table of contents

This section establishes the short title of the act as the “Puerto
Rico Oversight, Management, and Economic Stability Act” or
“PROMESA.” The bill contains seven titles: Title I—Establishment
and Organization of Oversight Board; Title II—Responsibilities of
Oversight Board; Title III—Adjustment of Debts; Title IV—Mis-
cellaneous Provisions; Title V—Puerto Rico Infrastructure Revital-
ization; Title VI—Creditor Collective Action; and Title VII—Sense
of Congress Regarding Permanent, Pro-Growth Fiscal Reforms.

Section 2. Effective date

This section defines the effective date of the act as the date of
enactment, provides that Title IIT only applies to cases commenced
under it on or after the date of enactment, and ensures Titles III
and VI apply to all debts, claims and liens, regardless of creation
date.
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Section 3. Severability

If any provision of PROMESA is found invalid, this section per-
mits the remainder of the Act to be unaffected by such invalidation,
but expressly ties Titles I and II with Title III, such that if one title
is found invalid, the other two titles will be as well. Accordingly,
debt restructuring under Title III will be unavailable to Puerto
Rico if the Oversight Board (including the manner in which ap-
pointments to the Oversight Board are made) is determined by a
court to be invalid.

Section 4. Supremacy

This section provides that the provisions of PROMESA control if
any territorial, or state law or regulation is inconsistent with the
Act.

Section 5. Definitions
This section defines commonly used terms in the Act.

Section 6. Placement

This section instructs the Office of the Law Revision Counsel to
place PROMESA as a new chapter under Title 48 (Territories and
Insular Possession) of the United States Code to act as a buffer
against claims this legislation will lead to similar laws being ap-
plied to states.

Section 7. Compliance with Federal laws

This section requires territories to continue compliance with all
other Federal laws or requirements protecting health, safety, and
the environment, as well as those territorial laws implementing
Federally-authorized and delegated programs.

TITLE I—ESTABLISHMENT AND ORGANIZATION OF OVERSIGHT BOARD

Section 101. Financial Oversight and Management Board

This section establishes a Financial Oversight and Management
Board (Oversight Board) within the Puerto Rico government pursu-
ant to Article IV of the U.S. Constitution, which grants Congress
plenary authority and responsibility over the territories. Further-
more, this section authorizes the creation of an Oversight Board for
any other territory of the United States if such territory, by duly
adopted resolution, requests an Oversight Board. In general, the
Oversight Board is granted broad authority over territorial instru-
mentalities, and is empowered to require that instrumentalities es-
tablish fiscal plans and budgets in accordance with Sections 201
and 202.

Additionally, this section provides for the appointment of seven
individuals to the Oversight Board through a process that ensures
that a majority of its members are effectively chosen by Republican
congressional leaders on an expedited timeframe, while upholding
the President’s constitutional role in making appointments.

The selection process requires Congressional leaders to provide
lists of names to the President for appointment to the Oversight
Board. The individuals comprising the lists are required to have
knowledge and expertise in finance, municipal bond markets, man-
agement, law, or the organization or operation of business or gov-
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ernment and may not be an officer, elected official, employee, or
candidate for office of the territorial government prior to appoint-
ment. Once the lists are provided, the President has until Sep-
tember 30, 2016, to either select from the lists or appoint someone
with the advice and consent of the Senate. If the President fails to
appoint the full membership by that deadline, then the President
must select candidates from the provided lists before December 1,
2016.

Each voting member’s service on the Oversight Board is subject
to a limit of three years, but allows for the reappointment of mem-
bers. Vacancies must be filled in the manner by which the original
member was appointed. The members are not paid for their service
but shall be reimbursed reasonable and necessary expenses.

This section also outlines the authority of the Oversight Board
to adopt bylaws and procedures required to conduct its business,
provided that at an affirmative vote of a majority of Oversight
Board’s fully appointed members (i.e., at least four affirmative
votes out of seven) shall be required to approve a Fiscal Plan under
Section 201, to approve a Budget under Section 202, to veto a legis-
lative act under Section 204, or to deem an infrastructure project
as a Critical Project under Section 503.

In addition to the voting members appointed by the President,
this section permits the Governor, or the Governor’s designee to
serve on the Oversight Board in an ex officio capacity without vot-
ing rights. However, the Oversight Board, upon a majority vote,
may conduct its business in an executive session of its voting mem-
bers, to the exclusion of the ex officio member.

Section 102. Location of Oversight Board

This section requires the Oversight Board to maintain offices in
the territory it oversees and gives it the authority to have offices
in other locations as necessary. Furthermore, Federal agencies are
authorized to provide facilities and equipment for the Oversight
Board to use.

Section 103. Executive director and Staff of Oversight Board

This section enables the Oversight Board to hire an executive di-
rector, revitalization coordinator, and staff as necessary. Salary for
staff is at the discretion of the Oversight Board, provided that no
staff may be paid more than the executive director. Additionally,
the Oversight Board is allowed to have employees from the terri-
torial or Federal government on detail.

Section 104. Powers of Oversight Board

This section sets forth the powers of the Oversight Board. Powers
relating to the routine day-to-day operation of the Oversight Board
include: holding hearings and sessions; obtaining official data from
the territorial and Federal government, as well as creditors; accept-
ing gifts; entering into contracts; and accepting support services
from the General Services.

Furthermore, the section establishes powers relating to achieving
fiscal stability and creditworthiness of a territory which includes:
issuing subpoenas; certifying voluntary agreements between credi-
tors and debtors, protecting preexisting voluntary restructuring
agreements; filing a petition to restructure or to submit or modify
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a plan of adjustment on behalf of a debtor; seeking judicial enforce-
ment of its authority to carry out the purposes of the Act; imposing
appropriate penalties for violations of valid orders of the Oversight
Board; ensuring prompt and efficient payment of taxes through
electronic reporting, payment, and auditing technologies; and en-
suring the prompt enforcement of applicable territorial law prohib-
iting public sector employees from participating in a strike or lock-
out.

The Committee recognizes the failure of an amendment to exe-
cute properly at markup, which has caused subparagraph (i)(3) to
not operate as intended. The goal of this provision is to ensure pre-
existing, voluntary deals negotiated between creditors and debtors
stay intact upon passage of PROMESA. However, this provision
should not be used to justify last-minute, haphazard deals seeking
to avoid Oversight Board scrutiny. As such, any clarifications made
to this subparagraph will provide a date certain by which voluntary
negotiations must have been completed.

Section 105. Exemption from liability for claims

This section exempts members and employees of the Oversight
Board from liability resulting from actions taken while carrying out
the provisions of PROMESA.

Section 106. Treatment of actions arising from Act

Except for an action arising out of Title III or out of the Over-
sight Board’s issuance of a subpoena (Section 104(f)(2)), any action
arising out of this Act is required to be brought in the United
States district court for the covered territory. For a territory that
lacks a district court, such action must be brought in the United
States District Court for Hawaii.

Therefore, in the case of Puerto Rico, any non-Title III or non-
subpoena related action must be brought in the U.S. District Court
for the District of Puerto Rico. Appeals shall be handled in the ap-
plicable U.S. Court of Appeals (in the case of Puerto Rico, it is the
First Circuit).

Section 107. Budget and funding for operation of Quversight Board

This section requires the Oversight Board to submit an annual
budget to the President and committees of jurisdiction within the
House of Representatives and Senate, and requires the territorial
government to provide a funding source for the operations of the
Oversight Board.

Section 108. Autonomy of the Oversight Board

This section prevents the territorial government or legislature
from exercising any control over the Oversight Board, or from en-
acting, implementing, or enforcing any legislation, resolution, pol-
icy, or rule that would impair the purposes of the Act. Further-
more, the Oversight Board is explicitly permitted to hire outside
counsel for representation.

Section 109. Ethics

This section subjects all members and staff of the Oversight
Board to Federal conflict of interest and financial disclosure re-
quirements.
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TITLE II—RESPONSIBILITIES OF OVERSIGHT BOARD

Section 201. Approval of Fiscal Plans

This section establishes the method for developing Fiscal Plans
for territorial governments and instrumentalities that provide the
appropriate elected officials with the autonomy to develop such Fis-
cal Plans with guidance from the Oversight Board. To initiate the
process, the Oversight Board determines a schedule by which the
Governor must provide an approvable and certifiable Fiscal Plan.
If the Governor fails to draft an acceptable Fiscal Plan as deter-
mined by the Oversight Board by the deadlines set forth in the
schedule, then the Oversight Board will develop and adopt the Fis-
cal Plan, which shall be deemed approved by the Governor.

Each Fiscal Plan serves as the cornerstone for the structural re-
forms the Oversight Board deems necessary to ensure the territory,
or instrumentality, will be on a path towards “fiscal responsibility
and access to capital markets.” These documents incorporate re-
quirements including any recommendation made by the Oversight
Board pursuant to Section 205, the elimination of structural defi-
cits, as well as the improvement of fiscal governance, account-
ability, and internal controls. Importantly, Fiscal Plans ensure the
protection of the lawful priorities and liens as guaranteed by the
territorial constitution and applicable laws, and prevent unlawful
inter-debtor transfers of funds.

The Committee acknowledges the concern as to the ambiguity of
the language regarding the funding of public pension systems. To
clarify, Section 201(b)(1)(C) tasks the Oversight Board with ensur-
ing fiscal plans “provide adequate funding for public pension sys-
tems.” This language should not be interpreted to reprioritize pen-
sion liabilities ahead of the lawful priorities or liens of bondholders
as established under the territory’s constitution, laws, or other
agreements. While this language seeks to provide an adequate level
of funding for pension systems, it does not allow for pensions to be
unduly favored over other indebtedness in a restructuring.

Section 202. Approval of budgets

This section outlines the process for developing annual budgets.
Similar to the development of Fiscal Plans, the Oversight Board
will establish a schedule the Governor and Legislature must meet
for the development of territory and territorial instrumentality
budgets. All budgets developed under this section must be devel-
oped in accordance with the appropriate Fiscal Plan. If the Gov-
ernor and Legislature fail to develop certifiable budgets within the
established deadline, then the Oversight Board is required to de-
velop the budget for the territory or territorial instrumentality for
that fiscal year.

Section 203. Effect of finding of noncompliance with budget

This section requires the Governor to submit a report at the end
of each fiscal quarter to the Oversight Board describing the actual
revenues, expenditures, and cash flow of the government for the
previous quarter, as well as any other information the Oversight
Board may request. If the revenues, expenditures, or cash flow is
not in accordance with the certified budget, then the Oversight
Board will alert the Governor of the inconsistency and provide an
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opportunity for the Governor to correct the inconsistency. If the
Governor fails to correct such inconsistency within an established
timeframe, then the Oversight Board shall make appropriate re-
ductions in non-debt expenditures within the budget of the terri-
torial government or territorial instrumentality to ensure the quar-
terly budget aligns with the certified budget.

Section 204. Review of activities to ensure compliance with Fiscal
Plan

This section imposes a requirement that the Legislature of a ter-
ritorial government provide a cost estimate with each duly enacted
law, as well as a certification by the Legislature that such law is
consistent with the Fiscal Plan. If the law is significantly incon-
sistent with the Fiscal Plan, or does not have a cost estimate asso-
ciated with it, then the Oversight Board is granted the authority
to “take such actions as it considers necessary,” including pre-
venting enforcement of such laws.

Furthermore, this section mandates the Oversight Board to work
with the territorial government to promote compliance of trans-
parency in contracting by maintaining a registry of all contracts ex-
ecuted. The Oversight Board also has the authority to establish
policies requiring precursory review by the Oversight Board of con-
tracts, executive orders, rules, and regulations before such items
could be executed, and requires such contracts and executive ac-
tions to promote market competition.

This section prohibits the enactment of new laws authorizing
budgetary transfers between instrumentalities during the time-
frame between the enactment of PROMESA and the appointment
of the Oversight Board’s full membership. If any transfers of funds
or assets during that period occur, such transfers of funds or assets
are subject to review and reversal by the Oversight Board. Any
transfer or reprogramming of funds that occurs after that time pe-
riod will be subject to Oversight Board approval if such transfer or
reprogramming of funds would require legislative approval.

Section 205. Recommendations on financial stability and manage-
ment responsibility

This section establishes a process by which the Oversight Board
may make recommendations to the Legislature or Governor of a
territory. Such recommendations made under this section vary in
scope and seek to ensure compliance with the Fiscal Plan and
Budgets, as well as promote the financial stability, economic
growth, management responsibility, and efficiency of service deliv-
ery of the territorial government. Additionally, the Oversight Board
may make recommendations concerning the establishment of alter-
natives to pay for pensions, and the privatization and commer-
cialization of entities within the territorial government.

Upon receipt of a recommendation from the Oversight Board, the
Governor or Legislature must respond with a report detailing how
such recommendations will be implemented, or why such rec-
ommendations will be ignored.

The Oversight Board may incorporate any recommendations—
even those not adopted by the Legislature or Governor—into the
development of Fiscal Plans.
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Section 206. Oversight Board duties related to restructuring

This section establishes the requirements an entity must achieve
to obtain a certification to enter into Title III. The Oversight
Board, in its sole discretion, must certify by an affirmative vote of
at least five of the seven members that the entity has: (1) made
good-faith efforts to reach a consensual restructuring with its credi-
tors; (2) adopted procedures necessary to deliver timely audited fi-
nancial statements, and has delivered draft financial statements
and other information sufficient for an interested person to make
an informed decision; (3) the entity has a Fiscal Plan in place; and
(4) no order approving a Qualifying Modification, as provided by
Section 601, is in place.

Section 207. Oversight Board authority related to debt issuance

This section prohibits the territorial government from issuing
debt without prior approval from the Oversight Board.

Section 208. Required reports

This section requires the Oversight Board to submit annual re-
ports that describe the progress the territorial government has
made in meeting the objectives of PROMESA, the assistance pro-
vided by the Oversight Board to the territorial government, rec-
ommendations to the President or Congress as to any changes in
Federal laws that should occur, the precise use of funds by the
Oversight Board, and any other activities the Oversight Board
deems necessary.

Two additional reporting requirements on the Oversight Board
are: (1) an examination of tax abatement agreements in place be-
tween the territorial government and private corporations; and (2)
quarterly assessments on the amount of cash flow available for the
payment of debt service on all notes, bonds, debentures, credit
agreements, or other instruments for money borrowed.

Section 209. Termination of Quversight Board

This section establishes the conditions that must be met before
the Oversight Board is terminated. The three conditions are: (1)
the territorial government has adequate access to short- and long-
term credit markets at reasonable rates; (2) for four consecutive
years, the territorial government has developed its Budgets in ac-
cordance with modified accrual accounting standards; and (3) the
territorial government has achieved balanced budgets during those
four consecutive years.

Section 210. No full faith and credit of the United States

This section explicitly prohibits the full faith and credit of the
United States from being pledged for any bond issued by the cov-
ered territory while an Oversight Board is in effect. Additionally,
this section subjects any claim to which the United States is found
to be liable to the appropriation process.

Finally, this section further insulates the Federal government
from any expenditure by expressly prohibiting the authorization of
Federal funds for the payment of any liability of the territorial gov-
ernment.
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Section 211. Analysis of pensions

This section requires the Oversight Board to analyze pensions of
the territorial government if the Oversight Board determines that
the pension system is underfunded. Such an analysis includes an
actuarial study of the pension liabilities, sources of funding avail-
able to cover pension debts, a review of existing benefits and the
sustainability of such benefits, and a review of the pension system’s
legal structure and operational arrangements.

Section 212. Intervention in litigation

This section authorizes the Oversight Board to intervene in any
litigation filed against the territorial government.

TITLE III—ADJUSTMENT OF DEBTS

Section 301. Applicability of other laws; Definitions

This section incorporates by reference a number of sections from
Title 11 of the U.S. Code (Bankruptcy) to provide an administrative
and procedural framework for debt adjustment under this Title.

Furthermore, this section provides applicable definitions for Title
III, and requires the Oversight Board to determine whether credi-
tors within an entity are “substantially similar” based on whether
the claims are secured and whether such claims have priority over
other claims.

Section 302. Who may be a debtor

This section limits access to Title III by allowing only entities
that are subject to an Oversight Board and have received the ap-
propriate certification pursuant to Section 206(b) to be considered
a debtor.

Section 303. Reservation of territorial power to control territory and
territorial instrumentalities

This section provides that, subject to Titles I and II of this Act,
nothing in this Act prohibits a covered territory from exercising its
political and government control over a territory and its instrumen-
talities. Several exceptions are provided within this section prohib-
iting the application of any territory law prescribing a method of
composition or moratorium on the indebtedness of the territory or
its instrumentalities to a non-consenting creditor. Furthermore,
this section preempts the governor from issuing any unlawful exec-
utive orders that alter, amend, or modify the rights of holders of
debt, nor may an executive order divert funds from one instrumen-
tality to another or to the territory.

Section 304. Petition and proceedings relating to petition

This section exclusively authorizes the Oversight Board to ini-
tiate a proceeding for debt restructuring of an entity. Furthermore,
the section enables the joint filing of petitions for debtors if the
debtors are affiliated, as well as providing for joint administration
of affiliated debtor cases.

Section 305. Limitation on jurisdiction and powers of court

This section limits a court from interfering with the political or
governmental powers of the debtor, with any of the property or rev-
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enues of the debtor, or with the debtor’s enjoyment of income-pro-
ducing property, unless the debtor consents to such interference or
the plan of adjustment provides otherwise.

Section 306. Jurisdiction

This section establishes original and exclusive jurisdiction for
any case under Title III with the Federal district courts, and en-
ables such court to oversee any additional claim or civil cause of
action in which the party is involved for which the overseeing court
has jurisdiction.

This section further provides for the manner in which removal,
remands, transfers and appeals of relevant jurisdictional claims
and cases should proceed. Generally, appeals are to be handled in
the same manner that proceedings are taken to the courts of ap-
peals from district courts.

Section 307. Venue

This section outlines the process for determining venue. Gen-
erally, venue for restructuring under this Title will be the Federal
district court for the covered territory (or territorial instrumen-
tality) or—for a territory that does not have a district court—the
U.S. District Court for Hawaii. In effect, venue for Puerto Rico will
be U.S. District Court for the District of Puerto Rico; venue for the
U.S. Virgin Islands will be the U.S. District Court for the Virgin
Islands; venue for American Samoa, the Commonwealth of the
Northern Mariana Islands; and venue for Guam will be the U.S.
District Court for Hawaii.

If the Oversight Board so determines, venue for the case will be
in the district court for the jurisdiction in which the Oversight
Board maintains an office that is located outside the territory. In
the case of Puerto Rico, venue will probably be in the District of
Columbia.

Section 308. Selection of presiding judge

This section authorizes the Chief Justice of the United States to
designate a district court judge to sit over the case if the debtor is
a Territory. Otherwise the designation is left to the chief judge of
the court of appeals.

Section 309. Abstention

This section allows a district court to abstain in the interest of
justice from hearing a particular proceeding arising in or related to
a case under Title III.

Section 310. Applicable rules of procedure

This section applies the Federal Rules of Bankruptcy Procedure
to a case brought under Title III.

Section 311. Leases

This section exempts a lease to a territory from being treated as
an executory contract or unexpired lease solely because the lease
is subject to termination for failure of a debtor to appropriate rent.
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Section 312. Filing of plan of adjustment

This section permits only the Oversight Board to file a plan of
adjustment, once the Oversight Board has issued a certification
pursuant to Section 104().

Section 313. Modification of plan

This section allows the Oversight Board to repeatedly change or
modify a plan of adjustment, as submitted per Section 312, before
such plan is confirmed, so long as such modification meets the re-
quirements of Title III.

Section 314. Confirmation

This section outlines the conditions necessary to having a plan
confirmed by a court. Under this section, the court shall confirm a
plan if: (1) the plan complies with the referenced statutes in Sec-
tion 301; (2) the plan complies with Title III; (3) the debtor is not
prohibited by law from undertaking any of the actions of the plan;
(4) unless otherwise agreed to, the holders of claims specified in 11
U.S.C. 507(a)2) will receive cash equal to the allowed amount of
such claim; (5) the debtor has secured the necessary legislative,
regulatory, or electoral approval of such plan, or such provision is
expressly conditioned on the securing of such actions; (6) the plan
is in the best interest of the creditors and is feasible, which must
include a consideration as to whether available remedies under the
non-bankruptcy laws and constitution of the territory would result
in a greater recovery for the creditors than is provided; and (7) the
plan is consistent with the Fiscal Plan as established under Title
IT of PROMESA.

By incorporating consistency with the Fiscal Plan into the re-
quirements of confirmation of a plan of adjustment, the Committee
has ensured lawful priorities and liens, as provided for by the terri-
tory’s constitution, laws, and agreements, will be respected in any
debt restructuring that occurs.

Section 315. Role and capacity of Oversight Board

This section designates the Oversight Board as the representa-
tive of the debtor and authorizes the Oversight Board to take any
action necessary on behalf of the debtor including the filing of a pe-
tition under Section 304, the submission or modification of a plan
of adjustment, or the submission of other filings as required by the
court.

Section 316. Compensation of professionals

This section permits the court to authorize the debtor’s reason-
able payment of professionals, such as attorneys, paralegals or oth-
ers connected with a Title III proceeding. This ensures these pro-
fessionals will receive compensation for services rendered during
the Title III case.

Section 317. Interim compensation

This section authorizes the court to permit payment to profes-
sionals while the Title III case is ongoing.



51

TITLE IV—MISCELLANEOUS PROVISIONS

Section 401. Rules of construction

This section provides that nothing in PROMESA shall be con-
strued as limiting the authority of Congress to exercise legislative
authority over the territories, or as hindering agreements between
treaties and covenants affecting the Northern Mariana Islands or
American Samoa.

Section 402. Right of Puerto Rico to determine its future political
status

This section maintains the right for Puerto Rico to conduct a
plebiscite to determine its future political status.

Section 403. First minimum wage in Puerto Rico

This section grants the Governor of Puerto Rico, subject to ap-
proval by the Oversight Board, the authority to designate a time
period no greater than four years during which employers may pay
employees who are initially employed after the date of enactment
of PROMESA a wage that is less than the national minimum wage.
Furthermore, the provision raises the maximum age of applicability
of the statute for Puerto Rico from 20 to 25, but limits such age
extension to the length of the Oversight Board’s tenure.

Section 404. Application of regulation to Puerto Rico

This section exempts Puerto Rico from the regulations introduced
by the Secretary of Labor on July 6, 2015 (80 Fed. Reg. 38515), re-
lating to overtime rates for executive, administrative, professional,
outside sales, and computer employees until such time as the U.S.
Government Accountability Office (GAO) has completed a study re-
garding the economic condition of Puerto Rico, and the Secretary
of Labor, upon considering such GAO study, recommends to Con-
gress the regulation be held applicable in Puerto Rico.

This section also states that it is the sense of Congress for the
Census Bureau to include Puerto Rico and the other territories in
data collection efforts.

Section 405. Automatic stay upon enactment

This section automatically stays all litigation against Puerto Rico
and its instrumentalities, as well as any other judicial, administra-
tive or other action or proceedings to enforce or collect claims. The
stay will remain in effect until the later of six months after the
date of enactment or February 15, 2017. However, an extension
may occur for 75 days if the Oversight Board certifies that this
time is needed to complete a voluntary modification under Title VI,
or for 60 days if the U.S. District Court for the District of Puerto
Rico makes a similar determination.

If a party is determined to be subject to irreparable damage be-
cause of the imposition of the stay, the District Court is authorized
to grant relief from the stay to such party.

The stay does not authorize the Government of Puerto Rico to
stop payment on any of its liabilities. On the contrary, to the extent
the Oversight Board determines it is feasible, the Government
must continue to make scheduled interest payments during the
stay.



52

The Committee views the stay as a critical component of the leg-
islation. First, it preempts a rush to the courts by aggrieved credi-
tors—an event that could increase the impact of and accelerate
Puerto Rico’s debt crisis. Second, the stay ensures order during the
initial few months of the Oversight Board’s existence, thereby al-
lowing the Oversight Board the opportunity to establish its
foundational structure and begin its monumental task of ensuring
Puerto Rico regains access to capital markets.

Section 406. Purchases by territory governments

This section authorizes Puerto Rico and the other territories to
make purchases through the General Services Administration.

Section 407. Protection from inter-debtor transfers

This section grants creditors the right to sue upon the conclusion
of the stay, if the government of Puerto Rico transfers property be-
tween instrumentalities during the tenure of the Oversight Board
in violation of any agreement, or applicable law that a creditor has
or would have a pledge of, security interest in, or lien on such prop-
erty.

Section 408. GAO report on small business administration pro-
grams in Puerto Rico

This section requires the GAO to conduct a report on the applica-
tion and utilization of contracting activities of the Small Business
Administration related to the HUBZone program.

Section 409. Congressional Task Force on economic growth in Puer-
to Rico

This section establishes a bipartisan, bicameral, Congressional
Task Force comprised of eight members. Four of the members will
be from the House and four will be from the Senate, split evenly
between parties. The Task Force must provide a report no later
than December 31, 2016, regarding: impediments in current Fed-
eral law and programs to economic growth in Puerto Rico including
equitable access to Federal health care programs; recommended
changes to Federal law and programs that would spur sustainable,
long-term growth; the economic consequences of a Puerto Rico De-
partment of Health regulation; and additional information as
deemed necessary.

Section 410. Report

This section requires the GAO to submit a report to the House
Committee on Natural Resources and Senate Committee on Energy
and Natural Resources describing the conditions that led to the
level of debt per capita, how the actions of the territorial govern-
ment improved or impaired the territory’s financial conditions, and
recommendations that could be taken by Congress or the Adminis-
tration to avert future indebtedness of territories and states, while
respecting sovereignty and constitutional parameters.
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TITLE V—PUERTO RICO INFRASTRUCTURE REVITALIZATION

Section 501. Definitions

This section provides the definitions to commonly used phrases
and words throughout Title V, including a reference to the statu-
tory authority (Act 76) within Puerto Rico on which Title V is pre-
mised.

Section 502. Position of Revitalization Coordinator

This section establishes a Revitalization Coordinator under the
Oversight Board to carry out the purposes of this Title, and the
process for appointing the Revitalization Coordinator. The position
will expire upon the termination of the Oversight Board.

Section 503. Critical Projects

This section outlines the criteria and process for a project to be
designated as a Critical Project. To be considered as a Critical
Project, a project proponent must apply to the Revitalization Coor-
dinator and outline the impact the project will have on addressing
infrastructure needs, the availability of private capital, economic
benefits provided by the project, the status of the project (if it is
ongoing), and additional criteria the Revitalization Coordinator
may require. Furthermore, if the project is an energy project, the
proponent may be required to submit additional information, such
as how the project will help decrease the cost of electricity. If the
project adversely impairs Puerto Rico’s established land use plans,
or an approved integrated resources plan, then such project will be
ineligible for Critical Project designation.

In determining whether a project should be classified as a Crit-
ical Project, the Revitalization Coordinator must consider both rec-
ommendations from the Governor and comments from Puerto Rico’s
residents.

Additionally, this section outlines the process for Puerto Rico
agencies to establish an expedited permitting process pursuant to
Puerto Rico’s Act 76—-2000 (Act 76). If an agency fails to have such
a process, then one will be established for it by the Revitalization
Coordinator and Governor.

Finally, this section dictates that once a project is deemed a Crit-
ical Project, it gains the expedited permitting and review process
of Act 76.

The Committee does not intend for projects that are not approved
to be Critical Projects or that are deemed to be ineligible for Crit-
ical Project designation to be precluded from reapplying for Critical
Project designation. If a project receives an adverse ruling, the
Committee would encourage the project proponent to amend his or
her proposal, and resubmit it for Critical Project designation.

Section 504. Miscellaneous provisions

This section prohibits Puerto Rico’s Legislature and Governor
from hindering the Act 76 process or any expedited permitting
process authorized thereunder, and allows project proponents to pe-
tition the Oversight Board if the Revitalization Coordinator or
Puerto Rico agencies are failing to expedite the project as envi-
sioned by this Title. Furthermore, the section ensures Critical
Projects approved prior to the termination of the Oversight Board



54

receive continued expedited service even after the termination of
the Board.

Section 505. Federal agency requirements

This section requires Federal agencies, at the request of the Re-
vitalization Coordinator, to designate a point of contact within the
Federal agency to serve as a liaison to the Revitalization Coordi-
nator, and expedites to the greatest extent possible the completion
of any required Federal action connected to a Critical Project.

Section 506. Judicial review

This section expedites the judicial process for any claim brought
under Title V, and requires any such claim to be filed within 30
days after the date of the decision or action giving rise to such
claim. The District Court for the District of Puerto Rico has juris-
diction for claims brought under this title.

Section 507. Savings clause

This section provides that nothing in this Title is intended to
change or alter Federal requirements or laws.

TITLE VI—CREDITOR COLLECTIVE ACTION

Section 601. Creditor collective action

This section establishes a voluntary process for debt restruc-
turing by debtors and creditors in a territory or territorial instru-
mentality covered by this bill. The Oversight Board is required to
divide the creditors of each debtor into pools based upon criteria
such as whether the bonds are distinguished by governing priority
or security arrangements, whether the bonds were issued with the
full or good faith credit, or whether senior and subordinated bonds
were issued, among other considerations. Each pool, as established
by the Oversight Board in consultation with the issuer, is per-
mitted to vote on a Qualifying Modification, which essentially is a
plan to restructure the debt. In order for a Qualifying Modification
to be binding, a two-thirds majority of the outstanding principal
amount in each pool must vote to accept the proposal. Dissenting
creditors within a pool can be ordered into the Qualifying Modifica-
tion by a district court. All pools of a debtor must meet the voting
threshold in order for a Qualifying Modification to be approved.

Section 602. Applicable law

This section provides that United States law—and not inter-
national law or other foreign jurisdictional law—shall apply to Title
VL

TITLE VII—THE SENSE OF CONGRESS REGARDING PERMANENT, PRO-
GROWTH FISCAL REFORMS

Section 701. Sense of Congress regarding permanent, pro-growth fis-
cal reforms

This section recognizes that any solution to Puerto Rico’s eco-
nomic crisis should include lasting, pro-growth propositions, includ-
ing those promoting free-flowing capital between the United States
and its possessions.
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COMMITTEE ACTION

H.R. 5278 was introduced on May 18, 2016, by Congressman
Sean P. Duffy (R—-WI). The bill was referred to the Committee on
Natural Resources, and in addition to the Committees on the Judi-
ciary, Education and the Workforce, and Small Business. On May
24, 2016, the Natural Resources Committee met to consider the
bill. Congressman Garret Graves (R-LA) and Congressman Jared
Polis (D-CO) offered amendment designated #1; it was adopted by
voice vote. Congressman Garret Graves (R—-LA) and Congressman
Donald S. Beyer, Jr. (D-VA) offered amendment designated 046; it
was adopted by voice vote. Congressman Jared Polis (D-CO) and
Congressman Dan Benishek (R-MI) offered an amendment des-
ignated 173; it was adopted by voice vote. Chairman Rob Bishop
(R-UT) offered an en bloc amendment designated #1; it was adopt-
ed by voice vote. Congressman Ruben Gallego (D-AZ) offered an
amendment designated 046; it was adopted by voice vote. Congress-
man Ruben Gallego (D-AZ) offered an amendment designated 045;
it was adopted by a roll call vote of 19 yeas to 18 nays, as follows:
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Committee on Natural Resources

U.S. House of Representatives
114th Congress

Recorded Vote # 1

Meeting on / Amendment on: Gallego_045 Amendment to HR. 5278 (Rep. Sean Duffy), "Puerto Rico Oversight,
Management, and Economic Stability Act” (PROMESA)

MEMBERS Yes [No {Pres MEMBERS Yes [No |Pres
Mr. Bishop, UT, Chairman X Mr. LaMalfa, CA X
Mr.Grijalva, AZ, Ranking Member X Mrs. Dingell, MI X
Mr. Young, AK Mr. Denham, CA X
Mrs. Napolitano, CA Mr. Gallego, AZ X
Mr, Gohmert, TX X Mr. Cook, CA X
Mrs. Bordallo, Guam Mrs. Capps, CA X
Mr. Lamborn, CO X Mr. Westerman, AR X
Mr. Costa, CA \Mr._Polis, CO X
Mr. Wittman, VA X Mr. Graves, LA X
 Mr. Sablan, CNMI Mr. Clay, MO
Mr. Fleming, LA X Mr. Newhouse, WA X
Mprs. Tsongas, MA X Mr. Zinke, MT X
Mr. McClintock, CA X Mr. Hice, GA X
My Piérluisi, Puerto Rico X Mrs. Radewagen, AS X
Mr. Thompson, PA X Mr. MacArthur, NJ X
Mr. Huffman, CA X Mr, Mooney, WV
Mrs. L is, WY X Mr. Hardy, NV X
Mr. Ruiz, CA X Mr. LaHood, IL X
Mr. Benishek, M1 X
Myr. Lowenthal, CA X
Mr. Duncan, SC X
Mr. Cartwright, PA X
Mr. Gosar, AZ X
Mr. Beyer, VA X
Mr. Labrador, ID X
Mrs. Torres, CA X TOTALS 19 § 18
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Congressman Jody B. Hice (R—-GA) offered an amendment des-
ignated 022; it was adopted by voice vote. Congressman Thomas
MacArthur (R-NJ) offered an amendment designated 050REV; it
was adopted by voice vote. Congresswoman Norma J. Torres (D—
CA) offered an amendment designated 023; it fell on a point of
order. Congressman Jared Polis (D—CO) offered an amendment des-
ignated 168; it fell on a point of order. Congressman Jared Polis
(D—-CO) offered an amendment designated 169; it fell on a point of
order. Congressman Jared Polis (D—CO) offered an amendment des-
ignated 170; it fell on a point of order. Congressman John Fleming
(R-LA) offered an amendment designated 076; it was not adopted
by a roll call vote of 12 yeas to 26 nays, as follows:
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Committee on Natural Resources

U.8. House of Representatives
114th Congress

Recorded Vote # 2

Meeting on / Amendment on: Fleming_076 Amendment to H.R. 5278 (Rep. Sean Duffy), "Puerto Rico Oversight,
Management, and Economic Stability Act" (PROMESA}

MEMBERS Yes {No |Pres MEMBERS Yes [No |Pres
Mr. Bishop, UT, Chairman X Mr. LaMalfa, CA X
\Mr.Grijalva, AZ, Ranking Member X \Mrs. Dingell, MI X
Mr. Young, AK Mr. Denham, CA X
Mrs. Napolitano, CA Mr. Gallego, AZ X
Mr. Gohmert, TX X Mr. Cook, CA X
Mrs. Bordallo, Guam Mrs. Capps, CA X
Mr. Lamborn, CO X Mr. Westerman, AR X
Mr. Costa, CA X Mr. Polis, CO X
Mr. Wittman, VA X Mr. Graves, LA X
Mr. Sablan, CNMI Mr. Clay, MO X
Mr. Fleming, LA X Mr. Newhouse, WA X
Mrs. Tsongas, MA X Mr. Zinke, MT X
Mr. McClintock, CA X Mr. Hice, GA X
Mr. Pierluisi, Puerto Rico X Mrs, Radewagen, AS X
Mr. Thompson, PA X Mr. MacArthur, NJ
Mr. Huffman, CA X Mr. Mooney, WV
Mrs. Lummis, WY X Mr. Hardy, NV X
Mr. Ruiz, CA X Mr. LaHood, IL X
Mr. Benishek, M1 X
Mr. Lowenthal, CA X
Mr. Duncan, SC X
Mr. Cartwright, PA X
Mr. Gosar, AZ X
Mr. Beyer, VA X
Mr. Labrador, ID X
Mrs, Torres, CA X TOTALS 12 | 26
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Congressman John Fleming (R-LA) offered an amendment des-
ignated 079; it was not adopted by a roll call vote of 6 yeas to 33
nays, as follows:
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Committee on Natural Resources

U.S. House of Representatives

114th Congress

Recorded Vote # 3

Meeting on/ Amendment on: Fleming_079 Amendment to H.R. 5278 (Rep. Sean Duffy}, "Puerto Rico Oversight,
Management, and Economic Stability Act” (PROMESA)

MEMBERS Yes INo [Pres MEMBERS Yes [No |Pres
Mr. Bishop, UT, Chairman X Mr. LaMalfa, CA X
Mr.Grijalva, AZ, Ranking Member X Mrs. Dingell, MI X
Mr. Young, AK X Mr. Denham, CA X
Mrs. Napolitano, CA X Mr. Gallego, AZ X
Mr. Gohmert, TX X Mr. Cook, CA X
Mrs. Bordallo, Guam Mrs. Capps, CA X
Mr. Lamborn, CO X Mr. Westerman, AR X
Mr. Costa, CA X Mr. Polis, CO
Mr., Wittman, VA X Mr. Graves, LA X
 My. Sablan, CNMI Mr. Clay, MO X
Mr. Fleming, LA X Mr. Newhouse, WA X
Mrs. Tsongas, MA X Mr. Zinke, MT X
Mr. McClintock, CA X Mr. Hice, GA X
Mpr. Pierluisi, Puerto Rico X Mrs. Radewagen, AS X
Mr. Thompson, PA X My, MacArthur, NJ X
Mr. Huffman, CA X Mr. Mooney, WV
Mrs. Lummis, WY X Mr. Hardy, NV
Mr. Ruiz, CA X Mr. LaHood, IL X
Mr. Benishek, MI X
Mr. Lowenthal, CA X
Mr. Duncan, SC X
Mr. Cartwright, PA X
Mr. Gosar, AZ X
Mr. Beyer, VA X
Mr. Labrador, ID X
Mrs. Torres, CA X TOTALS 6 | 33




61

Congressman Ryan K. Zinke (R-MT) offered an amendment des-
ignated #1; it was adopted by voice vote. Congressman John Flem-
ing (R-LA) offered an amendment designated 091; it was not
adopted by voice vote. Congressman Garret Graves (R-LA) offered
an amendment designated #2; it was adopted by voice vote. Con-
gressman John Fleming (R-LA) offered an amendment designated
f(}Sﬁ), it was not adopted by a roll call vote of 5 yeas to 33 nays, as
ollows:



Date: 05-25-16

62

Committee on Natural Resources

U.S. House of Representatives
114th Congress

Recorded Vote # 4

Meeting on / Amendment on: Fleming 090 Amendment to HR. 5278 (Rep. Sean Duffy), "Puerto Rico Oversight,
Management, and Economic Stability Act" (PROMESA)

MEMBERS Yes {No {Pres MEMBERS Yes [No [Pres
Mr. Bishop, UT, Chairman X Mr. LaMalfa, CA X
Myr.Grijalva, AZ, Ranking Member X Mrs. Dingell, M1 X
Mr. Young, AK X Mr. Denham, CA X
Mprs. Napolitano, CA \Mr. Gallego, AZ X
Mr. Gohmert, TX X Mr. Cook, CA X
Mbrs. Bordallo, Guam Mrs. Capps, CA X
Mr. Lambern, CO X Mr. Westerman, AR X
Mr. Costa, CA X Mr. Polis, CO X
Mr. Wittman, VA X Mr. Graves, LA
Mr. Sablan, CNMI Mr. Clay, MO X
Mr. Fleming, LA X Mr. Newhouse, WA X
|Mrs. Tsongas, MA X Mr. Zinke, MT X
Mr. McClintock, CA X Mr. Hice, GA X
Mpr. Pierluisi, Puerto Rico X Mrs, Radewagen, AS X
Mr. Thompson, PA X Mr. MacArthur, NJ X
M. Huffman, CA Mr. Mooney, WV
Mrs. L is, WY X Mr. Hardy, NV X
Mr. Ruiz, C4 X Mr. LaHood, IL X
Mr. Benishek, MI X
Mr. Lowenthal, CA X
Mr. Duncan, SC X
Mr. Cartwright, PA X
Mr. Gosar, AZ X
Mr. Beyer, VA X
Mr. Labrador, ID X
Mrs. Torres, C4 X TOTALS 5 133
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Congressman Thomas MacArthur (R-NdJ) offered and withdrew
an amendment designated 055. Congressman Tom McClintock (R—
CA) offered an amendment designated 094; it was not adopted by
a roll call vote of 12 yeas to 27 nays, as follows:
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Committee on Natural Resources
U.S. House of Representatives
114th Congress

Date: 05-25-16 Recorded Vote # 5

Meeting on / Amendment on: McClintock_094 Amendment to HR. 5278 (Rep. Sean Duffy), "Puerto Rico
Oversight, Management, and Economic Stability Act” (PROMESA)

MEMBERS Yes |[No |Pres MEMBERS Yes {No [Pres
Mr. Bishop, UT, Chairman X Mr. LaMalfa, CA X
Mr.Grijalva, AZ, Ranking Member X Mrs. Dingell, M1 X
Mr. Young, AK X Mr. Denham, CA
Mrs. Napolitano, CA X Mr. Gallego, AZ X
Mr. Gohmert, TX X Mr. Cook, CA X
Mprs. Bordallo, Guam Mrs. Capps, CA X
Mr. Lambern, CO X Mr. Westerman, AR X
Mr. Costa, CA X Mr. Polis, CO X
Mr. Wittman, VA X Mr. Graves, LA X
Mpr. Sablan, CNMI Mr. Clay, MO X
Mr. Fleming, LA X Mr. Newhouse, WA X
 Mrs. Tsongas, MA X Mr. Zinke, MT X
Mr. McClintock, CA X Mr. Hice, GA X
M. Pierluisi, Puerto Rico X Mrs. Radewagen, AS X
Mr. Thompson, PA X Mr. MacArthur, NJ X
My, Huffman, CA X Mr. Mooney, WV
Mrs. Lummis, WY X Mr. Hardy, NV X
Mr. Ruiz, CA X Mr. LaHood, 1L X
Mr. Benishek, MI X
My. Lowenthal, CA X
Mr. Duncan, SC
Mr. Cartwright, PA X
Mr. Gosar, AZ X
My, Beyer, VA X
Mr, Labrador, ID X
Mrs. Torres, CA X TOTALS 12 127
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Congressman Raul R. Labrador (R-ID) offered and withdrew an
amendment designated 043. Chairman Rob Bishop (R-UT) offered
an amendment designated #2; it was adopted by voice vote. Con-
gressman John Fleming (R-LA) offered an unnumbered amend-
ment; it was not adopted by a roll call vote of 16 yeas to 23 nays,
as follows:
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Committee on Natural Resources

U.S. House of Representatives
114th Congress

Recorded Vote # 6

Meeting on / Amendment on: Fleming (unnumbered) Amendment to H.R. 5278 (Rep. Sean Duffy), "Puerto Rico
Oversight, Management, and Economic Stability Act” (PROMESA)

MEMBERS Yes [No |Pres MEMBERS Yes {No |Pres
Mr. Bishop, UT, Chairman X Mr. LaMalfa, CA X
Mr.Grijalva, AZ, Ranking Member X Mrs. Dingell, MI X
Mr. Young, AK X Mr. Dent CA X
Mprs. Napolitano, CA X Mr. Gallego, AZ X
Mr. Gohmert, TX X Mr. Cook, CA
Mrs. Bordallo, Guam Mrs. Capps, CA X
Mr, Lamborn, CO X Mr. Westerman, AR X
Mr. Costa, CA X My. Polis, CO X
Mr. Wittman, VA X Mr. Graves, LA X
M. Sablan, CNMI Mr. Clay, MO X
Mr. Fleming, LA X Mr. Newhouse, WA X
Mrs. Tsongas, MA X Mr. Zinke, MT X
Mr. McClintock, CA X Mr. Hice, GA X
Mpr. Pierluisi, Puerto Rico X Mrs, Radewagen, AS X
Mr. Thompson, PA X Mr. MacArthur, NJ X
Mr. Huffinan, C4 X Mr. Mooney, WV
Mrs. Lummis, WY X Mr. Hardy, NV X
Mr. Ruiz, CA X Mr. LaHood, IL X
Mr. Benishek, MI X
Mr. Lowenthal, CA X
Mr. Duncan, SC X
Mr. Cartwright, PA
Mr. Gosar, AZ X
Mr. Beyer, VA X
Mr. Labrador, ID X
Mrs. Torres, CA X TOTALS 16 | 23
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Congressman John Fleming (R-LA) offered an amendment des-
ignated 080; it was not adopted by voice vote. Congressman John
Fleming (R-LA) offered an amendment designated 092; it was not
adopted by voice vote. Congressman dJohn Fleming offered an
amendment designated 093; it fell on a point of order. The bill, as
amended, was ordered favorably reported to the House of Rep-
resentatives by a roll call vote of 29 yeas, 10 nays and 1 present
on May 25, 2016, as follows:
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Committee on Natural Resources

U.S. House of Representatives
114th Congress

Recorded Vote # 7

Meeting on / Amendment on: On Favorably reporting H.R. 5278 (Rep. Sean Duffy), "Puerto Rico Oversight,
Management, and Economic Stability Act” (PROMESA), as amended

MEMBERS Yes {No |Pres MEMBERS Yes |No [Pres
Mr. Bishop, UT, Chairman X Mr. LaMalfa, CA X
Mr.Grijalva, AZ, Ranking Member X Mrs. Dingell, MI X
Mr. Young, AK X Mr. Denham, CA X
Mrs. Napolitano, CA X Mr. Gallego, AZ X
Mr. Gohmert, TX X Mr, Cook, CA
Mrs. Bordallo, Guam Mrs. Capps, CA X
Mr. Lamborn, CO X Mr. Westerman, AR X
Mr. Costa, C4 X My, Polis, CO X
Mr, Wittman, VA X Mr. Graves, LA X
Mpr. Sablan, CNMI Mr. Clay, MO X
Mr. Fleming, LA X Mr. Newhouse, WA X
Mrs. Tsongas, MA X Mr. Zinke, MT X
Mr. McClintock, CA X Mr. Hice, GA X
Mpr. Pierluisi, Puerto Rico X Mrs. Radewagen, AS X
Mr. Thompson, PA X Mr. MacArthar, NJ X
Mr. Huffinan, CA X Mr. Mooney, WV
Mrs. Lammis, WY X Mr. Hardy, NV X
Mr. Ruiz, CA X Mr. LaHoed, IL X
Mr. Benishek, M1 X
Mr. Lowenthal, CA X
Mr. Duncan, SC X
\Mr. Cartwright, PA X
Mr. Gosar, AZ X
M. Beyer, VA X
Mr. Labrador, ID X
Mrs. Torres, C4 X |TOTALS 29 {10 1
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COMMITTEE OVERSIGHT FINDINGS AND RECOMMENDATIONS

Regarding clause 2(b)(1) of rule X and clause 3(c)(1) of rule XIII
of the Rules of the House of Representatives, the Committee on
Natural Resources’ oversight findings and recommendations are re-
flected in the body of this report.

CoMmPLIANCE WITH HOUSE RULE XIII

1. Cost of Legislation. Clause 3(d)(1) of rule XIII of the Rules of
the House of Representatives requires an estimate and a compari-
son by the Committee of the costs which would be incurred in car-
rying out this bill. However, clause 3(d)(2)(B) of that rule provides
that this requirement does not apply when the Committee has in-
cluded in its report a timely submitted cost estimate of the bill pre-
pared by the Director of the Congressional Budget Office under sec-
tion 402 of the Congressional Budget Act of 1974. Under clause
3(c)(3) of rule XIII of the Rules of the House of Representatives and
section 403 of the Congressional Budget Act of 1974, the Com-
mittee has received, and adopts as its own, the following cost esti-
fr“nate for this bill from the Director of the Congressional Budget Of-
ice:

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, June 3, 2016.

Hon. RoB BISHOP,
Chairman, Committee on Natural Resources,
House of Representatives, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for H.R. 5278, the Puerto Rico
Oversight, Management, and Economic Stability Act.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contacts are Megan Carroll and
Matthew Pickford.

Sincerely,
KEITH HALL.

Enclosure.

H.R. 5278—Puerto Rico Oversight, Management, and Economic
Stability Act

Summary: H.R. 5278 would create a legal framework for the fed-
eral government to oversee the fiscal and budgetary affairs of cer-
tain U.S. territories. In particular, the bill would outline proce-
dures under which the governments of such territories and their in-
strumentalities could establish an oversight board and thus re-
structure their public debt. The bill would immediately establish
such a board for the Commonwealth of Puerto Rico.

In CBO’s view, and in keeping with guidance specified by the
1967 President’s Commission on Budget Concepts, a control board
established under H.R. 5278 should be considered a federal entity
largely because of the extent of federal control involved in its estab-
lishment and operations. Because it would be a federal entity, all
cash flows related to the board’s administrative costs should be re-
corded in the federal budget. On that basis, over the 2017-2026 pe-
riod, CBO estimates that enacting H.R. 5278 would:
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e Increase direct spending by $370 million for the board’s
administrative costs;

e Increase revenues—from amounts transferred to the over-
sight board by the government of Puerto Rico to cover the
board’s expenses—by $370 million; and

e Have no significant net effect on the federal deficit.

In addition, CBO estimates that completing various reports and
administrative requirements specified by the bill would cost about
$1 million in 2017; such spending would be subject to the avail-
ability of appropriated funds.

Pay-as-you-go procedures apply because enacting the legislation
would affect direct spending and revenues. CBO estimates that en-
acting the legislation would not increase net direct spending or on-
budget deficits in any of the four consecutive 10-year periods begin-
ning in 2027.

H.R. 5278 contains intergovernmental and private-sector man-
dates as defined in the Unfunded Mandates Reform Act (UMRA).
CBO estimates that the aggregate costs of the mandates on public
entities would exceed the annual threshold established in UMRA
for intergovernmental mandates ($77 million in 2016, adjusted an-
nually for inflation). Because CBO is uncertain about how claims
by creditors would be affected and the amount of losses that would
occur as a result of the bill, CBO cannot determine whether the ag-
gregate cost of the mandates on private entities would exceed the
annual threshold established in UMRA for private-sector mandates
($154 million in 2016, adjusted annually for inflation).

Major provisions: Under the United States Constitution, the fed-
eral government retains sovereign authority to govern U.S. terri-
tories and insular areas. H.R. 5278 would create a legal framework
for the federal government to establish oversight boards with broad
authority to exercise control over the fiscal and budgetary affairs
of U.S. territories.! The bill also would outline procedures under
which territorial governments could restructure public debt, subject
to the approval of any such oversight boards established on their
behalf.

In general, oversight boards would be established only at the re-
quest of territorial governments; however, H.R. 5278 would auto-
matically establish an oversight board for the Commonwealth of
Puerto Rico, which currently faces a financial crisis. It has already
failed to make scheduled payments to service the territory’s out-
standing public debt—which currently totals more than $70 bil-
lion—and further defaults are widely viewed as inevitable.2

To help Puerto Rico address its mounting financial difficulties,
the bill would establish a seven-member Financial Oversight and
Management Board (hereafter, the board) that would assume con-
trol over fiscal and budgetary decisions of the Puerto Rican govern-
ment, including its municipalities, agencies, and public corpora-
tions (hereafter, instrumentalities). The President would appoint
all seven members of the board, six of whom would be chosen
among individuals recommended by Congressional leaders. The

1Such territories include Puerto Rico, Guam, American Samoa, the Commonwealth of the
Northern Mariana Islands, and the U.S. Virgin Islands.

2D. Andrew Austin, Puerto Rico’s Current Fiscal Challenges, Report for Congress R44095
(Congressional Research Service, May 2, 2016).
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Governor of Puerto Rico (or a designee) would serve on the board
as an ex officio member without voting rights.

Under H.R. 5278, the board would:

e Ensure that fiscal plans and annual budgets developed by
the governor and legislature of Puerto Rico and territorial in-
strumentalities meet certain accounting standards and fiscal
requirements;

e Review and approve such fiscal plans and budgets (or, if
necessary, develop alternative plans that meet all such stand-
ards and requirements);

e Monitor ongoing budget execution to identify any dif-
ferences between projected and actual revenues and expendi-
tures; and

e Determine whether any such differences require corrective
actions, including potential reductions in certain nondebt ex-
penditures, hiring freezes, or other measures to reduce expend-
itures.

To achieve those objectives, the bill would give the oversight
board certain sovereign powers over the Puerto Rican government
and its instrumentalities. In particular, the bill would authorize
the board to require the Puerto Rican government to provide the
board with a dedicated source of funding, not subject to further leg-
islative action, to cover its expenses. In addition, the board could
issue subpoenas, obtain any necessary information and data from
agencies and entities of the United States or Puerto Rico, and ini-
tiate civil actions in U.S. courts to enforce its authority. The board
could enforce laws of Puerto Rico that prohibit employees of the
territorial government and its instrumentalities from participating
in a strike or lockout and, if necessary, effectively nullify any new
laws or policies adopted by Puerto Rico that did not conform to re-
quirements specified in the bill.

A variety of provisions of H.R. 5278 would establish the legal
framework for restructuring public debt issued by Puerto Rico and
its instrumentalities. The bill would prohibit Puerto Rico from
issuing any new debt without the board’s approval and would grant
the board the sole authority to approve agreements to restructure
existing public debt. (The bill specifies requirements that would
pertain to any debt restructuring agreements negotiated prior to
the bill’s enactment.) Title III of the legislation would outline pro-
cedures—enforceable in U.S. courts—for such debt restructuring.
The control board would represent Puerto Rico and its instrumen-
talities in all such proceedings. Upon enactment, H.R. 5278 would
establish a stay on judicial or administrative proceedings against
Puerto Rico (or a territorial instrumentality) related to existing
debts. Finally, title VI would establish a process for creditors to
pursue collective actions related to proposals to restructure some
types of debt.

Once established, the control board would continue to operate
until it certified that the government of Puerto Rico had, for at
least four consecutive fiscal years, developed and adhered to budg-
ets that met the bill’s requirements, and that the territorial govern-
ment had sufficient access to credit markets at reasonable rates.

Fill‘lially, HR. 5278 contains a variety of other provisions that
would:
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e Affirm Puerto Rico’s right to determine its future political
status with respect to the United States;

e Modify the minimum wage for most Puerto Rican workers
under age 25;

¢ Require the Government Accountability Office to prepare a
report on implementation in Puerto Rico of certain programs of
the Small Business Administration;

e Establish a Congressional task force to recommend
changes to federal laws and activities that would support eco-
nomic growth in Puerto Rico; and

e Specify procedures aimed at accelerating review and per-
mitting, by Puerto Rican and U.S. government agencies, of spe-
cific types of infrastructure projects.

Budgetary treatment: Cash flows of the government of Puerto
Rico and its instrumentalities currently are excluded from the fed-
eral budget. In CBO’s view, enacting H.R. 5278 would not change
that general budgetary treatment; under the bill, overall net costs
related to Puerto Rico’s ongoing operations—including those stem-
ming from decisions made by the control board established under
the bill—would remain separate from the federal budget.

H.R. 5278 would specify that the proposed control board should
not be considered part of the U.S. federal government; however, in
CBO’s view the activities of such boards should be considered fed-
eral activities, consistent with principles specified by the 1967
President’s Commission on Budget Concepts. Although the report
issued by that commission has no legal status, it remains the pri-
mary authoritative statement on the scope of the federal budget.
The commission recommended that, “the budget should, as a gen-
eral rule, be comprehensive of the full range of federal activities.
Borderline agencies and transactions should be included . . . un-
less there are exceptionally persuasive reasons for exclusion.”3
Thus, CBO believes the control board should be included in the
budget because of the significant degree of federal control involved
in its establishment and operations. In particular:

e The authority to establish the oversight board derives from
the federal government’s constitutional power to “make all
needful rules and regulations” regarding U.S. territories; 4

e The President would appoint all seven voting members of
the board; and

e The board would have broad sovereign powers to effec-
tively overrule decisions by Puerto Rico’s legislature, governor,
and other public authorities.

As a result, in CBO’s view, all cash flows related to the oversight
board established for Puerto Rico under H.R. 5278 should be re-
corded in the federal budget. More specifically, amounts provided
by Puerto Rico to fund the board’s operations should be recorded
in the federal budget as revenues, and subsequent expenditures
should be recorded as federal direct spending because they would
not be contingent on further legislation.

Estimated cost to the Federal Government: The estimated budg-
etary effect of H.R. 5278 is shown in the following table. The costs

3 President’s Commission on Budget Concepts, Report of the President’s Commission on Budget
Concepts (October 1967), p.25.
4 Art. IV, sec. 3, cl. 2 of the U.S. Constitution.
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of this legislation fall within budget function 800 (general govern-
ment).

By fiscal year, in millions of dollars—

2017 2017

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 501 2026

INCREASES IN DIRECT SPENDING

Estimated Budget Authority 200 150 5 5 5 5 0 0 0 0 365 370
Estimated Outlays ............. 200 150 5 5 5 5 0 0 0 0 365 370

INCREASES IN REVENUES
Estimated Revenues ......... 200 150 5 5 5 5 0 0 0 0 365 370

NET CHANGE IN THE DEFICIT
Impact on Deficit .............. 0 0 0 0 0 0 0 0 0 0 0 0

Note: Implementing the bill also would increase discretionary costs by $1 million in 2017 and by less than $500,000 in subsequent years.

Basis of estimate: For this estimate, CBO assumes that H.R.
5278 will be enacted before the end of fiscal year 2016. The bill
would authorize the oversight board to require the government of
Puerto Rico government to establish a dedicated source of funding
to fully cover anticipated direct spending for the board’s expenses.
Under H.R. 5278, such amounts—which would be considered reve-
nues—would be transferred to the board and would remain avail-
able, without further appropriation, for the board’s ongoing oper-
ating costs.

For this analysis, CBO examined the administrative costs—par-
ticularly for legal and financial expertise required to oversee proce-
dures related to bankruptcy and debt restructuring—incurred by
institutions involved in resolving financial crises faced by U.S. mu-
nicipalities, including Detroit, Philadelphia, New York City, and
the District of Columbia. For example, according to media reports
the city of Detroit spent more than $170 million over a period of
about 18 months for the services of legal and financial firms to
manage bankruptcy proceedings related to that city’s $18 billion in
public debt. Other major bankruptcy cases in the private sector
have involved administrative costs that have totaled hundreds of
millions of dollars over a few years.

According to a 2015 report by Bloomberg news service, Puerto
Rico and the Puerto Rico Electric Power Authority—a public cor-
poration that serves as the territory’s primary electric utility—have
already spent more than $60 million for legal and financial advi-
sory services to explore options for restructuring more than $70 bil-
lion in existing public debt. In addition, officials of the government
of Puerto Rico indicated to CBO that they anticipate spending
around $75 million in 2017 for ongoing legal and financial services
related to restructuring the government’s debt.

Based on those previous costs for restricting government debt, as
well as information from the Department of the Treasury about the
likely costs to operate the Puerto Rican oversight board, CBO ex-
pects that the board would spend roughly twice as much as the city
of Detroit over the next two years to restructure the territory’s debt
and to prepare balanced budgets. CBO estimates that the board’s
activities would increase direct spending by $370 million over the
2017-2022 period. Most of that increase—$350 million—would
occur within the first two years and would primarily cover fees of
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legal and financial consultants hired to restructure Puerto Rico’s
debt. After that restructuring was achieved, CBO estimates the
board would spend $5 million annually to help the Puerto Rican
government prepare and execute balanced budgets for the next four
consecutive years as required by the bill—or through fiscal year
2022. For this estimate, CBO assumes that after the debt is re-
structured Puerto Rico would be able to meet the requirement of
having balanced budgets for four consecutive years; however, if
Puerto Rico could not meet that requirement, or if the board con-
sidered Puerto Rico’s access to capital markets to be insufficient to
meet the country’s needs, the board would continue to operate after
2022. This estimate does not include any additional budgetary ef-
fects that could occur under the bill if other U.S. territories re-
quested to have similar boards established on their behalf.

The estimated increase in direct spending under H.R. 5278 would
be fully offset by increased revenues from transfers of cash from
Puerto Rico, which CBO estimates would total $370 million over
the 2017-2022 period. Under the bill, the Puerto Rican government
would be required to provide such amounts to the oversight board.
(That requirement is an intergovernmental mandate and is dis-
cussed in more detail in the section entitled Intergovernmental and
Private-Sector Impact.) For this estimate, CBO assumes that
amounts necessary to cover the oversight board’s expenses would
be transferred to the board as needed to pay expenses.

Finally, CBO estimates that establishing a Congressional task
force to address economic issues in Puerto Rico and completing var-
ious reports and administrative tasks would increase federal costs.
Based on information about the cost of similar activities, CBO esti-
mates such costs would total $1 million in 2017 and less than
$500,000 annually thereafter; such spending would be subject to
the availability of appropriated funds.

Pay-As-You-Go considerations: The Statutory Pay-As-You-Go Act
of 2010 establishes budget-reporting and enforcement procedures
for legislation affecting direct spending or revenues. The net
changes in outlays and revenues that are subject to those pay-as-
you-go procedures are shown in the following table.

CBO ESTIMATE OF PAY-AS-YOU-GO EFFECTS FOR H.R. 5278, AS ORDERED REPORTED BY THE
HOUSE COMMITTEE ON NATURAL RESOURCES ON MAY 25, 2016

By fiscal year, in millions of dollars—

2016-  2016-

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2021 2026

NET CHANGE IN THE DEFICIT
Statutory Pay-As-You-Go Impact 0 0 0 0 0 0 0 0 0 0 0 0 0
Memorandum:
Changes in Outlays ........... 0 200 150 5 5 5 5 0 0 0 0 365 370
Changes in Revenues ........ 0 200 150 5 5 5 5 0 0 0 0 365 370

Increase in long-term direct spending and deficits: CBO esti-
mates that enacting the legislation would not increase net direct
spending or on-budget deficits in any of the four consecutive 10-
year periods beginning in 2027.

Intergovernmental and private-sector impact: H.R. 5278 contains
intergovernmental and private-sector mandates as defined in
UMRA. CBO estimates that the aggregate costs of the mandates on
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public entities would exceed the annual threshold established in
UMRA for intergovernmental mandates ($77 million in 2016, ad-
justed annually for inflation). Because CBO is uncertain about how
claims by creditors would be affected and the amount of losses that
would occur as a result of the bill, CBO cannot determine whether
the aggregate cost of the mandates on private entities would exceed
the annual threshold established in UMRA for private-sector man-
dates ($154 million in 2016, adjusted annually for inflation).

Mandates that apply to public entities

The bill would impose a number of mandates on the territorial
government of Puerto Rico and its instrumentalities. Those instru-
mentalities include 78 municipalities, the Government Develop-
ment Bank for Puerto Rico, public utilities and corporations, and
other public entities within the territory.

Oversight board and administrative costs. The bill would create
a framework for the federal government to oversee the fiscal affairs
of the territory and would require the territorial government and
its instrumentalities to comply with the directives and processes in-
stituted by the board. The board would have the power to oversee
and direct most of the budgetary activities of the territorial govern-
ment and its instrumentalities. Government agencies and other
public entities would be required to:

e Develop and submit fiscal plans, budgets, certifications,
and other budgetary analyses;

e Provide the board with direct access to written and elec-
tronic records, documents, information, and data;

e Undertake reforms within their organizations, including
reductions in spending and staff, necessary to achieve the goals
of fiscal plans and budgets approved for the territory and in-
strumentalities; and

e Enforce laws necessary for the board to carry out its over-
sight activities;

According to officials in the territorial government, many govern-
ment agencies and other public entities would have to hire addi-
tional personnel, particularly those with financial expertise, in
order to comply with directives, information requests, and audits
from the board. In some cases the territorial governments might be
able to draw upon existing resources to fulfill some of those re-
quirements, but the scope of activity for governmental agencies will
expand significantly as the new directives from the oversight board
are fulfilled and restructuring plans are implemented. Although
the magnitude of those costs is uncertain, CBO estimates that pub-
lic entities would spend several hundred million dollars over the
next several years to comply with the board’s requirements and to
implement new fiscal plans. CBO expects that most of those costs
would be incurred in the first few years after enactment of the leg-
islation, when the board would be active.

The bill also would require the government of Puerto Rico to pay
for the costs of the board’s operations and activities. CBO estimates
that the board’s operations would cost $370 million over the 2017—
2022 period, with most of those costs occurring in the first few
years.

Preemption of territorial and local laws. The bill contains several
preemptions of territorial and local authority. Because preemptions
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limit the authority of territorial and local governments, they are
intergovernmental mandates as defined in UMRA. Among those
preemptions,

e Section 4 of the bill would broadly preempt any general or
specific law or regulation of the territory or its instrumental-
ities that is inconsistent with the legislation;

e Section 105 would exempt the board and its employees
from liability for any claim brought against them resulting
from actions taken to carry out the legislation; and

e Section 504 would preempt territorial and local laws gov-
erning permitting for infrastructure projects by creating a fast-
track authority for critical projects.

Infrastructure. The bill would authorize an expedited approval
process for critical infrastructure projects and would require the
governor of Puerto Rico to appoint a revitalization coordinator, who
would serve under the board, to coordinate critical infrastructure
projects for the territory.

The bill would require territorial and local agencies that oversee
permits to operate as if the governor had declared a state of emer-
gency. Under Puerto Rican law, projects undertaken pursuant to
an emergency order are exempt from the requirements of various
Puerto Rican laws governing environmental reviews and adminis-
trative proceedings for projects. As part of that process, the bill
would prohibit territorial and local agencies from requiring any
permit, certificate, right-of-way, lease or other authorization from
including a term or condition if the coordinator determines that it
would impair the approval of those projects.

The expedited approval process could result in a loss of revenue
from permits and fees for government agencies; however, because
of the low cost of permits and limited number of projects that
would be fast-tracked under this process, CBO estimates that the
amount of forgone revenue would be small.

Other effects on public entities

The bill would provide benefits to the government of Puerto Rico
and its instrumentalities by authorizing the rights and procedures
under U.S. bankruptcy laws to be applied to those public entities.
In the aggregate, territorial and local governments, as well as other
public entities in Puerto Rico, owe more than $70 billion to credi-
tors. By providing access to U.S. bankruptcy laws, the bill would
allow those entities to restructure or possibly reduce their out-
standing debt.

Mandates that apply to both public and private entities

The bill would impose mandates on public and private creditors
that own Puerto Rican debt in two ways:

e By imposing a temporary stay on litigation relating to de-
faults by Puerto Rico while the board develops its bylaws and
procedures, the bill would limit the ability of those entities to
file claims in court or receive compensation for existing claims
related to the recovery of their assets.

e By requiring creditors that are placed into specific debt
pools to accept modifications to debt, The bill could affect pub-
lic or private creditors in a number of ways, causing savings
for some and losses for others. The amount recovered by a
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creditor through the procedures established in the bill and the
timing of payments to creditors relative to what would happen
in the absence of the bill would depend on several factors.
Those factors would include market conditions and decisions by
the courts and the oversight board.

Because of uncertainty about the number of creditors that would
have their debt restructured, the scope of that debt, and changes
to debt obligations, CBO has no basis for estimating either the
overall direction or magnitude of those effects on public or private
entities.

Estimate prepared by: Federal Costs: Megan Carroll and Mat-
thew Pickford; Impact on State, Local, and Tribal Governments:
Jon Sperl; Impact on the Private Sector: Paige Piper/Bach.

Estimate approved by: H. Samuel Papenfuss, Deputy Assistant
Director for Budget Analysis.

2. Section 308(a) of Congressional Budget Act. Clause 3(c)(2) of
rule XIII of the Rules of the House of Representatives requires
each committee report that accompanies a measure providing new
budget authority, spending authority, or new credit authority or
changing revenues or tax expenditures to contain a cost estimate,
as required by section 308(a) of the Congressional Budget Act of
1974, as amended, and when practicable with respect to estimates
of new budget authority, a comparison of the total estimated fund-
ing level for the relevant program (or programs) to the appropriate
levels under current law. The Congressional Budget Office has con-
cluded that enacting H.R. 5278 will have “no significant net effect
on the federal deficit” and that various reports and administrative
requirements would cost about $1 million 2017, subject to the
availability of appropriated funds.

3. General Performance Goals and Objectives. As required by
clause 3(c)(4) of rule XIII, the general performance goal or objective
of this bill is to establish an Oversight Board to assist the Govern-
ment of Puerto Rico, including instrumentalities, in managing its
public finances.

EARMARK STATEMENT

This bill does not contain any Congressional earmarks, limited
tax benefits, or limited tariff benefits as defined under clause 9(e),
9(f), and 9(g) of rule XXI of the Rules of the House of Representa-
tives.

CoMPLIANCE WITH PuBLIiCc LAaw 104—4

The Committee on Natural Resources adopts as its own the esti-
mate of Federal mandates prepared by the Director of the Congres-
sional Budget Office pursuant to section 423 of the Unfunded Man-
dates Reform Act.

CoMPLIANCE WITH H. RES. 5

Directed Rule Making. The Chairman believes that this bill does
not require any Federal agency to conduct rule-making pro-
ceedings.

Duplication of Existing Programs. This bill does not establish or
reauthorize a program of the Federal government known to be du-
plicative of another program. Such program was not included in
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any report from the Government Accountability Office to Congress
pursuant to section 21 of Public Law 111-139 or identified in the
most recent Catalog of Federal Domestic Assistance published pur-
suant to the Federal Program Information Act (Public Law 95-220,
as amended by Public Law 98-169) as relating to other programs.

PREEMPTION OF STATE, LOCAL OR TRIBAL LAwW

This bill would preempt any inconsistent State or territory law.
The bill would not preempt any tribal law.

CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED

In compliance with clause 3(e) of rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as follows (existing law proposed to be omit-
ted is enclosed in black brackets, new matter is printed in italic,
and existing law in which no change is proposed is shown in
roman):

FAIR LABOR STANDARDS ACT OF 1938

* * * * * * &

MINIMUM WAGES

SEC. 6. (a) Every employer shall pay to each of his employees
who in any workweek is engaged in commerce or in the production
of goods for commerce, or is employed in an enterprise engaged in
commerce or in the production of goods for commerce, wages at the
following rates:

h(1) except as otherwise provided in this section, not less
than—
(A) $5.85 an hour, beginning on the 60th day after the
date of enactment of the Fair Minimum Wage Act of 2007,
(B) $6.55 an hour, beginning 12 months after that 60th
day; and
(C) $7.25 an hour, beginning 24 months after that 60th

ay;

(2) if such employee is a home worker in Puerto Rico or the
Virgin Islands, not less than the minimum piece rate pre-
scribed by regulation or order; or, if no such minimum piece
rate is in effect, any piece rate adopted by such employer
which shall yield, to the proportion or class of employees pre-
scribed by regulation or order, not less than the applicable
minimum hourly wage rate. Such minimum piece rates or em-
ployer piece rates shall be commensurate with, and shall be
paid in lieu of, the minimum hourly wage rate applicable
under the provisions of this section. The Secretary of Labor, or
his authorized representative, shall have power to make such
regulations or orders as are necessary or appropriate to carry
out any of the provisions of this paragraph, including the
power without limiting the generality of the foregoing, to de-
fine any operation or occupation which is performed by such
home work employees in Puerto Rico or the Virgin Islands; to
establish minimum piece rates for any operation or occupation
so defined; to prescribe the method and procedure for
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ascertaining and promulgating minimum piece rates; to pre-
scribe standards for employer piece rates, including the propor-
tion or class of employees who shall receive not less than the
minimum hourly wage rate; to define the term “home worker”;
and to prescribe the conditions under which employers, agents,
contractors, and subcontractors shall cause goods to be pro-
duced by home workers;

(3) if such employee is employed as a seaman on an Amer-
ican vessel, not less than the rate which will provide to the em-
ployee, for the period covered by the wage payment, wages
equal to compensation at the hourly rate prescribed by para-
graph (1) of this subsection for all hours during such period
when he was actually on duty (including periods aboard ship
when the employee was on watch or was, at the direction of
a superior officer, performing work or standing by, but not in-
cluding off-duty periods which are provided pursuant to the
employment agreement); or

(4) if such employee is employed in agriculture, not less than
the minimum wage rate in effect under paragraph (1) after De-
cember 31, 1977.

(b) Every employer shall pay to each of his employees (other than
an employee to whom subsection (a)(5) applies) who in any work-
week is engaged in commerce or in the production of goods for com-
merce, or is employed in an enterprise engaged in commerce or in
the production of goods for commerce, and who in such workweek
is brought within the purview of this section by the amendments
made to this Act by the Fair Labor Standards Amendments of
1966, title IX of the Education Amendments of 1972, or the Fair
Labor Standards Amendments of 1974, wages at the following rate:
Effective after December 31, 1977, not less than the minimum
wage rate in effect under subsection (a)(1).

(d)(1) No employer having employees subject to any provisions of
this section shall discriminate, within any establishment in which
such employees are employed, between employees on the basis of
sex by paying wages to employees in such establishment at a rate
less than the rate at which he pays wages to employees of the op-
posite sex in such establishment for equal work on jobs the per-
formance of which requires equal skill, effort, and responsibility,
and which are performed under similar working conditions, except
where such payment is made pursuant to (i) a seniority system; (ii)
a merit system; (iii) a system which measures earnings by quantity
or quality or production; or (iv) a differential based on any other
factor other than sex: Provided, That an employer who is paying
a wage rate differential in violation of this subsection shall not, in
order to comply with the provisions of this subsection, reduce the
wage rate of any employee.

(2) No labor organization, or its agents, representing employees
of an employer having employees subject to any provisions of this
section shall cause or attempt to cause such an employer to dis-
criminate against an employee in violation of paragraph (1) of this
subsection.

(3) For purposes of administration and enforcement, any
amounts owing to any employees which have been withheld in vio-
lation of this subsection shall be deemed to be unpaid minimum
wages or unpaid overtime-compensation under this Act.
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(4) As used in this subsection, the term “labor organization”
means any organization of any kind, or any agency or employee
representation committee or plan, in which employees participate
and which exists for the purpose, in whole or in part, of dealing
with employers concerning grievances, labor disputes, wages, rates
of pay, hours of employment, or conditions of work.

(e)(1) Notwithstanding the provisions of section 13 of this Act (ex-
cept subsections (a)(1) and (f) thereof), every employer providing
any contract services (other than linen supply services) under a
contract with the United States or any subcontract thereunder
shall pay to each of his employees whose rate of pay is not gov-
erned by the Service Contract Act of 1965 (41 U.S.C. 351-357) or
to whom subsection (a)(1) of this section is not applicable, wages
at rates not less than the rates provided for in subsection (b) of this
section.

(2) Notwithstanding the provisions of section 13 of this Act (ex-
cept subsections (a)(1) and (f) thereof) and the provisions of the
Service Contract Act of 1965, every employer in an establishment
providing linen supply services to the United States under a con-
tract with the United States or any subcontract thereunder shall
pay to each of his employees in such establishment wages at rates
not less than those prescribed in subsection (b), except that if more
than 50 per centum of the gross annual dollar volume of sales
made or business done by such establishment is derived from pro-
viding such linen supply services under any such contracts or sub-
contracts, such employer shall pay to each of his employees in such
establishment wages at rates not less than those prescribed in sub-
section (a)(1) of this section.

(f) Any employee—

(1) who in any workweek is employed in domestic service in
a household shall be paid wages at a rate not less than the
wage rate in effect under section 6(b) unless such employee’s
compensation for such service would not because of section
209(a)(6) of the Social Security Act constitute wages for the
purpose of title IT of such Act, or
(2) who in any workweek—
(A) is employed in domestic service in one or more
households, and
(B) is so employed for more than 8 hours in the aggre-
gate,
shall be paid wages for such employment in such workweek at
a rate not less than the wage rate in effect under section 6(b).

(2)(1) In lieu of the rate prescribed by subsection (a)(1), any em-
ployer may pay any employee of such employer, during the first 90
consecutive calendar days after such employee is initially employed
by such employer, a wage which is not less than $4.25 an hour.

[(2) No employer may take any action to displace employees (in-
cluding partial displacements such as reduction in hours, wages, or
employment benefits) for purposes of hiring individuals at the wage
authorized in paragraph (1).

[(3) Any employer who violates this subsection shall be consid-
ered to have violated section 15(a)(3).

[(4) This subsection shall only apply to an employee who has not
attained the age of 20 years.]



81

(2) In lieu of the rate prescribed by subsection (a)(1), the Governor
of Puerto Rico, subject to the approval of the Financial Oversight
and Management Board established pursuant to section 101 of the
Puerto Rico Oversight, Management, and Economic Stability Act,
may designate a time period not to exceed four years during which
employers in Puerto Rico may pay employees who are initially em-
ployed after the date of enactment of such Act a wage which is not
less than the wage described in paragraph (1). Notwithstanding the
time period designated, such wage shall not continue in effect after
such Board terminates in accordance with section 209 of such Act.

(3) No employer may take any action to displace employees (in-
cluding partial displacements such as reduction in hours, wages, or
employment benefits) for purposes of hiring individuals at the wage
authorized in paragraph (1) or (2).

(4) Any employer who violates this subsection shall be considered
to have violated section 15(a)(3).

(5) This subsection shall only apply to an employee who has not
attained the age of 20 years, except in the case of the wage applica-
ble in Puerto Rico, 25 years, until such time as the Board described
in paragraph (2) terminates in accordance with section 209 of the
Act described in such paragraph.

* * * * * * *
SMALL BUSINESS ACT
* * * * * * *

SEcC. 15. (a) To effectuate the purposes of this Act, small-business
concerns within the meaning of this Act shall receive any award or
contract or any part thereof, and be awarded any contract for the
sale of Government property, as to which it is determined by the
Administration and the contracting procurement or disposal agency
(1) to be in the interest of maintaining or mobilizing the Nation’s
full productive capacity, (2) to be in the interest of war or national
defense programs, (3) to be in the interest of assuring that a fair
proportion of the total purchases and contracts for property and
services for the Government in each industry category are placed
with small-business concerns, or (4) to be in the interest of assur-
ing that a fair proportion of the total sales of Government property
be made to small-business concerns; but nothing contained in this
Act shall be construed to change any preferences or priorities es-
tablished by law with respect to the sale of electrical power or
other property by the Government or any agency thereof. These de-
terminations may be made for individual awards or contracts or for
classes of awards or contracts. If a proposed procurement includes
in its statement of work goods or services currently being per-
formed by a small business, and if the proposed procurement is in
a quantity or estimated dollar value the magnitude of which ren-
ders small business prime contract participation unlikely, or if a
proposed procurement for construction seeks to package or consoli-
date discrete construction projects, or the solicitation involves an
unnecessary or unjustified bundling of contract requirements, as
determined by the Administration, the Procurement Activity shall
provide a copy of the proposed procurement to the Procurement Ac-
tivity’s Small Business Procurement Center Representative at least
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30 days prior to the solicitation’s issuance along with a statement
explaining (1) why the proposed acquisition cannot be divided into
reasonably small lots (not less than economic production runs) to
permit offers on quantities less than the total requirement, (2) why
delivery schedules cannot be established on a realistic basis that
will encourage small business participation to the extent consistent
with the actual requirements of the Government, (3) why the pro-
posed acquisition cannot be offered so as to make small business
participation likely, (4) why construction cannot be procured as
separate discrete projects, or (5) why the agency has determined
that the bundled contract (as defined in section 3(0)) is necessary
and justified. The thirty-day notification process shall occur concur-
rently with other processing steps required prior to issuance of the
solicitation. Within 15 days after receipt of the proposed procure-
ment and accompanying statement, if the Procurement Center Rep-
resentative believes that the procurement as proposed will render
small business prime contract participation unlikely, the Rep-
resentative shall recommend to the Procurement Activity alter-
native procurement methods which would increase small business
prime contracting opportunities. Whenever the Administration and
the contracting procurement agency fail to agree, the matter shall
be submitted for determination to the Secretary or the head of the
appropriate department or agency by the Administrator. For pur-
poses of clause (3) of the first sentence of this subsection, an indus-
try category is a discrete group of similar goods and services. Such
groups shall be determined by the Administration in accordance
with the definition of a “United States industry” under the North
American Industry Classification System, as established by the Of-
fice of Management and Budget, except that the Administration
shall limit such an industry category to a greater extent than pro-
vided under such classification codes if the Administration receives
evidence indicating that further segmentation for purposes of this
paragraph is warranted due to special capital equipment needs or
special labor or geographic requirements or to recognize a new in-
dustry. A market for goods or services may not be segmented under
the preceding sentence due to geographic requirements unless the
Government typically designates the area where work for contracts
for such goods or services is to be performed and Government pur-
chases comprise the major portion of the entire domestic market for
such goods or services and, due to the fixed location of facilities,
high mobilization costs, or similar economic factors, it is unreason-
able to expect competition from business concerns located outside
of the general areas where such concerns are located. A contract
may not be awarded under this subsection if the award of the con-
tract would result in a cost to the awarding agency which exceeds
a fair market price.

(b) With respect to any work to be performed the amount of
which would exceed the maximum amount of any contract for
which a surety may be guaranteed against loss under section 411
of the Small Business Investment Act of 1958 (15 U.S.C. 694(b)),
the contracting procurement agency shall, to the extent practicable,
place contracts so as to allow more than one small business concern
to perform such work.

(c)(1) As used in this subsection:
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(A) The term “Committee” means the Committee for Pur-
chase from the Blind and Other Severely Handicapped estab-
lished under the first section of the Act entitled “An Act to cre-
ate a Committee on Purchases of Blind-made Products, and for
other purposes”, approved June 25, 1938 (41 U.S.C. 46).

(B) The term “public or private organization for the handi-
capped” has the same meaning given such term in section 3(e).

(C) The term “handicapped individual” has the same mean-
ing given such term in section 3(f).

(2)(A) During fiscal year 1995, public or private organizations for
the handicapped shall be eligible to participate in programs author-
ized under this section in an aggregate amount not to exceed
$40,000,000.

(B) None of the amounts authorized for participation by subpara-
graph (A) may be placed on the procurement list maintained by the
Committee pursuant to section 2 of the Act entitled “An Act to cre-
ate a Committee on Purchases of Blind-made Products, and for
other purposes”, approved June 25, 1938 (41 U.S.C. 47).

(3) The Administrator shall monitor and evaluate such participa-
tion.

(4)(A) Not later than ten days after the announcement of a pro-
posed award of a contract by an agency or department to a public
or private organization for the handicapped, a for-profit small busi-
ness concern that has experienced or is likely to experience severe
economic injury as the result of the proposed award may file an ap-
peal of the proposed award with the Administrator.

(B) If such a concern files an appeal of a proposed award under
subparagraph (A) and the Administrator, after consultation with
the Executive Director of the Committee, finds that the concern has
experienced or is likely to experience severe economic injury as the
result of the proposed award, not later than thirty days after the
filing of the appeal, the Administration shall require each agency
and department having procurement powers to take such action as
may be appropriate to alleviate economic injury sustained or likely
to be sustained by the concern.

(5) Each agency and department having procurement powers
shall report to the Office of Federal Procurement Policy each time
a contract subject to paragraph (2)(A) is entered into, and shall in-
clude in its report the amount of the next higher bid submitted by
a for-profit small business concern. The Office of Federal Procure-
ment Policy shall collect data reported under the preceding sen-
tence through the Federal procurement data system and shall re-
port to the Administration which shall notify all such agencies and
departments when the maximum amount of awards authorized
under paragraph (2)(A) has been made during any fiscal year.

(6) For the purpose of this subsection, a contract may be awarded
only if at least 75 per centum of the direct labor performed on each
item being produced under the contract in the sheltered workshop
or performed in providing each type of service under the contract
by the sheltered workshop is performed by handicapped individ-
uals.

(7) Agencies awarding one or more contracts to such an organiza-
tion pursuant to the provisions of this subsection may use
multiyear contracts, if appropriate.
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(d) For purposes of this section priority shall be given to the
awarding of contracts and the placement of subcontracts to small
business concerns which shall perform a substantial proportion of
the production on those contracts and subcontracts within areas of
concentrated unemployment or underemployment or within labor
surplus areas. Notwithstanding any other provison of law, total
labor surplus area set-asides pursuant to Defense Manpower Policy
Number 4 (32A C.F.R. Chapter 1) or any successor policy shall be
authorized if the Secretary or his designee specifically determines
that there is a reasonable expectation that offers will be obtained
from a sufficient number of eligible concerns so that awards will be
made at reasonable prices. As soon as practicable and to the extent
possible, in determining labor surplus areas, consideration shall be
given to those persons who would be available for employment
were suitable employment available. Until such definition reflects
such number, the present criteria of such policy shall govern.

(e) PROCUREMENT STRATEGIES; CONTRACT BUNDLING.—

(1) IN GENERAL.— To the maximum extent practicable, pro-
curement strategies used by a Federal department or agency
having contracting authority shall facilitate the maximum par-
ticipation of small business concerns as prime contractors, sub-
contractors, and suppliers, and each such Federal department
or agency shall—

(A) provide opportunities for the participation of small
business concerns during acquisition planning processes
and in acquisition plans; and

(B) invite the participation of the appropriate Director of
Small and Disadvantaged Business Utilization in acquisi-
tion planning processes and provide that Director access to
acquisition plans.

(2) MARKET RESEARCH.—

(A) IN GENERAL.— Before proceeding with an acquisition
strategy that could lead to a contract containing consoli-
dated procurement requirements, the head of an agency
shall conduct market research to determine whether con-
solidation of the requirements is necessary and justified.

(B) FACTORS.— For purposes of subparagraph (A), con-
solidation of the requirements may be determined as being
necessary and justified if, as compared to the benefits that
would be derived from contracting to meet those require-
ments if not consolidated, the Federal Government would
derive from the consolidation measurably substantial bene-
fits, including any combination of benefits that, in com-
bination, are measurably substantial. Benefits described in
the preceding sentence may include the following:

(i) Cost savings.

(ii) Quality improvements.

(iii) Reduction in acquisition cycle times.
(iv) Better terms and conditions.

(v) Any other benefits.

(C) REDUCTION OF COSTS NOT DETERMINATIVE.— The re-
duction of administrative or personnel costs alone shall not
be a justification for bundling of contract requirements un-
less the cost savings are expected to be substantial in rela-
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tion to the dollar value of the procurement requirements
to be consolidated.

(8) STRATEGY SPECIFICATIONS.— If the head of a contracting
agency determines that an acquisition plan for a procurement
involves a substantial bundling of contract requirements, the
head of a contracting agency shall publish a notice on a public
website that such determination has been made not later than
7 days after making such determination. Any solicitation for a
procurement related to the acquisition plan may not be pub-
lished earlier than 7 days after such notice is published. Along
with the publication of the solicitation, the head of a con-
tracting agency shall publish a justification for the determina-
tion, which shall include the following information:

(A) The specific benefits anticipated to be derived from
the bundling of contract requirements and a determination
that such benefits justify the bundling.

(B) An identification of any alternative contracting ap-
proaches that would involve a lesser degree of bundling of
contract requirements.

(C) An assessment of—

(i) the specific impediments to participation by small
business concerns as prime contractors that result
from the bundling of contract requirements; and

(i1) the specific actions designed to maximize partici-
pation of small business concerns as subcontractors
(including suppliers) at various tiers under the con-
tract or contracts that are awarded to meet the re-
quirements.

(4) CONTRACT TEAMING.—

(A) IN GENERAL.— In the case of a solicitation of offers
for a bundled or consolidated contract that is issued by the
head of an agency, a small business concern that provides
for use of a particular team of subcontractors or a joint
venture of small business concerns may submit an offer for
the performance of the contract.

(B) EVALUATION OF OFFERS.— The head of the agency
shall evaluate an offer described in subparagraph (A) in
the same manner as other offers, with due consideration to
the capabilities of all of the proposed subcontractors or
members of the joint venture as follows:

(i) TEAMS.— When evaluating an offer of a small
business prime contractor that includes a proposed
team of small business subcontractors, the head of the
agency shall consider the capabilities and past per-
formance of each first tier subcontractor that is part of
the team as the capabilities and past performance of
the small business prime contractor.

(i1) JOINT VENTURES.— When evaluating an offer of
a joint venture of small business concerns, if the joint
venture does not demonstrate sufficient capabilities or
past performance to be considered for award of a con-
tract opportunity, the head of the agency shall con-
sider the capabilities and past performance of each
member of the joint venture as the capabilities and
past performance of the joint venture.
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(C) STATUS AS A SMALL BUSINESS CONCERN.— Participa-
tion of a small business concern in a team or a joint ven-
ture under this paragraph shall not affect the status of
that concern as a small business concern for any other
purpose.

(f) CONTRACTING PREFERENCE FOR SMALL BUSINESS CONCERNS IN
A MAJOR DISASTER AREA.—

(1) DEFINITION.— In this subsection, the term “disaster area”
means the area for which the President has declared a major
disaster, during the period of the declaration.

(2) CONTRACTING PREFERENCE.— An agency shall provide a
contracting preference for a small business concern located in
a disaster area if the small business concern will perform the
work required under the contract in the disaster area.

(3) CREDIT FOR MEETING CONTRACTING GOALS.— If an agency
awards a contract to a small business concern under the cir-
cumstances described in paragraph (2), the value of the con-
tract shall be doubled for purposes of determining compliance
with the goals for procurement contracts under subsection
(g)(1)A).

(g

(1) GOVERNMENTWIDE GOALS.—

(A) ESTABLISHMENT.— The President shall annually es-
tablish Governmentwide goals for procurement contracts
awarded to small business concerns, small business con-
cerns owned and controlled by service-disabled veterans,
qualified HUBZone small business concerns, small busi-
ness concerns owned and controlled by socially and eco-
nomically disadvantaged individuals, and small business
concerns owned and controlled by women in accordance
with the following:

(i) The Governmentwide goal for participation by
small business concerns shall be established at not
less than 23 percent of the total value of all prime con-
tract awards for each fiscal year. In meeting this goal,
the Government shall ensure the participation of
small business concerns from a wide variety of indus-
tries and from a broad spectrum of small business con-
cerns within each industry.

(ii)) The Governmentwide goal for participation by
small business concerns owned and controlled by serv-
ice-disabled veterans shall be established at not less
than 3 percent of the total value of all prime contract
and subcontract awards for each fiscal year.

(iii) The Governmentwide goal for participation by
qualified HUBZone small business concerns shall be
established at not less than 3 percent of the total
value of all prime contract and subcontract awards for
each fiscal year.

(iv) The Governmentwide goal for participation by
small business concerns owned and controlled by so-
cially and economically disadvantaged individuals
shall be established at not less than 5 percent of the
total value of all prime contract and subcontract
awards for each fiscal year.
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(v) The Governmentwide goal for participation by
small business concerns owned and controlled by
women shall be established at not less than 5 percent
of the total value of all prime contract and subcontract
awards for each fiscal year.

(B) ACHIEVEMENT OF GOVERNMENTWIDE GOALS.— Each
agency shall have an annual goal that presents, for that
agency, the maximum practicable opportunity for small
business concerns, small business concerns owned and con-
trolled by service-disabled veterans, qualified HUBZone
small business concerns, small business concerns owned
and controlled by socially and economically disadvantaged
individuals, and small business concerns owned and con-
trolled by women to participate in the performance of con-
tracts let by such agency. The Small Business Administra-
tion and the Administrator for Federal Procurement Policy
shall, when exercising their authority pursuant to para-
graph (2), insure that the cumulative annual prime con-
tract goals for all agencies meet or exceed the annual Gov-
ernmentwide prime contract goal established by the Presi-
dent pursuant to this paragraph.

(2)(A) The head of each Federal agency shall, after consultation
with the Administration, establish goals for the participation by
small business concerns, by small business concerns owned and
controlled by service-disabled veterans, by qualified HUBZone
small business concerns, by small business concerns owned and
controlled by socially and economically disadvantaged individuals,
and by small business concerns owned and controlled by women in
procurement contracts of such agency. Such goals shall separately
address prime contract awards and subcontract awards for each
category of small business covered.

(B) Goals established under this subsection shall be jointly estab-
lished by the Administration and the head of each Federal agency
and shall realistically reflect the potential of small business con-
cerns, small business concerns owned and controlled by service-dis-
abled veterans, qualified HUBZone small business concerns, small
business concerns owned and controlled by socially and economi-
cally disadvantaged individuals, and small business concerns
owned and controlled by women to perform such contracts and to
perform subcontracts under such contracts.

(C) Whenever the Administration and the head of any Federal
agency fail to agree on established goals, the disagreement shall be
submitted to the Administrator for Federal Procurement Policy for
final determination.

(D) After establishing goals under this paragraph for a fiscal
year, the head of each Federal agency shall develop a plan for
achieving such goals at both the prime contract and the sub-
contract level, which shall apportion responsibilities among the
agency’s acquisition executives and officials. In establishing goals
under this paragraph, the head of each Federal agency shall make
a consistent effort to annually expand participation by small busi-
ness concerns from each industry category in procurement con-
tracts and subcontracts of such agency, including participation by
small business concerns owned and controlled by service-disabled
veterans, qualified HUBZone small business concerns, small busi-
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ness concerns owned and controlled by socially and economically
disadvantaged individuals, and small business concerns owned and
controlled by women.

(E) The head of each Federal agency, in attempting to attain
expanded participation under subparagraph (D), shall con-
sider—

(i) contracts awarded as the result of unrestricted com-
petition; and

(i) contracts awarded after competition restricted to eli-
gible small business concerns under this section and under
the program established under section 8(a).

(F)1) Each procurement employee or program manager de-
scribed in clause (ii) shall communicate to the subordinates of
the procurement employee or program manager the importance
of achieving goals established under subparagraph (A).

(i1)) A procurement employee or program manager de-
scribed in this clause is a senior procurement executive,
senior program manager, or Director of Small and Dis-
advantaged Business Utilization of a Federal agency hav-
ing contracting authority.

(3) First tier subcontracts that are awarded by Management and
Operating contractors sponsored by the Department of Energy to
small business concerns, small businesses concerns owned and con-
trolled by service disabled veterans, qualified HUBZone small busi-
ness concerns, small business concerns owned and controlled by so-
cially and economically disadvantaged individuals, and small busi-
ness concerns owned and controlled by women, shall be considered
toward the annually established agency and Government-wide
goals for procurement contracts awarded.

(h) REPORTING ON GOALS FOR PROCUREMENT CONTRACTS AWARD-
ED TO SMALL BUSINESS CONCERNS.—

(1) AGENCY REPORTS.— At the conclusion of each fiscal year,
the head of each Federal agency shall submit to the Adminis-
trator a report describing—

(A) the extent of the participation by small business con-
cerns, small business concerns owned and controlled by
veterans (including service-disabled veterans), qualified
HUBZone small business concerns, small business con-
cerns owned and controlled by socially and economically
disadvantaged individuals, and small business concerns
owned and controlled by women in the procurement con-
tracts of such agency during such fiscal year;

(B) whether the agency achieved the goals established
for the agency under subsection (g)(2) with respect to such
fiscal year;

(53) any justifications for a failure to achieve such goals;
an

(D) a remediation plan with proposed new practices to
better meet such goals, including analysis of factors lead-
ing to any failure to achieve such goals.

(2) REPORTS BY ADMINISTRATOR.— Not later than 60 days
after receiving a report from each Federal agency under para-
graph (1) with respect to a fiscal year, the Administrator shall
submit to the President and Congress, and to make available
on a public Web site, a report that includes—
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(A) a copy of each report submitted to the Administrator
under paragraph (1);

(B) a determination of whether each goal established by
the President under subsection (g)(1) for such fiscal year
was achieved;

(C) a determination of whether each goal established by
the head of a Federal agency under subsection (g)(2) for
such fiscal year was achieved;

(D) the reasons for any failure to achieve a goal estab-
lished under paragraph (1) or (2) of subsection (g) for such
fiscal year and a description of actions planned by the ap-
plicable agency to address such failure, including the Ad-
ministrator’s comments and recommendations on the pro-
posed remediation plan; and

(E) for the Federal Government and each Federal agen-
cy, an analysis of the number and dollar amount of prime
contracts awarded during such fiscal year to—

(i) small business concerns—

(I) in the aggregate;

(IT) through sole source contracts;

(III) through competitions restricted to small
business concerns; and

(IV) through unrestricted competition;

(i) small business concerns owned and controlled by
service-disabled veterans—

(I) in the aggregate;

(II) through sole source contracts;

(ITT) through competitions restricted to small
business concerns;

(IV) through competitions restricted to small
business concerns owned and controlled by serv-
ice-disabled veterans; and

(V) through unrestricted competition;

(iii) qualified HUBZone small business concerns—

(I) in the aggregate;

(IT) through sole source contracts;

(III) through competitions restricted to small
business concerns;

(IV) through competitions restricted to qualified
HUBZone small business concerns;

(V) through unrestricted competition where a
price evaluation preference was used; and

(VD) through unrestricted competition where a
price evaluation preference was not used,;

(iv) small business concerns owned and controlled by
socially and economically disadvantaged individuals—

(I) in the aggregate;

(IT) through sole source contracts;

(ITI) through competitions restricted to small
business concerns;

(IV) through competitions restricted to small
business concerns owned and controlled by so-
cially and economically disadvantaged individuals;

(V) through unrestricted competition; and
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(VD) by reason of that concern’s certification as
a small business owned and controlled by socially
and economically disadvantaged individuals;

(v) small business concerns owned by an Indian
tribe (as such term is defined in section 8(a)(13)) other
than an Alaska Native Corporation—

(I) in the aggregate;

(IT) through sole source contracts;

(III) through competitions restricted to small
business concerns;

(IV) through competitions restricted to small
business concerns owned and controlled by so-
cially and economically disadvantaged individuals;
and

(V) through unrestricted competition;

(vi) small business concerns owned by a Native Ha-
waiian Organization—

(I) in the aggregate;

(II) through sole source contracts;

(ITT) through competitions restricted to small
business concerns;

(IV) through competitions restricted to small
business concerns owned and controlled by so-
cially and economically disadvantaged individuals;
and

(V) through unrestricted competition;

(vii) small business concerns owned by an Alaska
Native Corporation—

(I) in the aggregate;

(IT) through sole source contracts;

(III) through competitions restricted to small
business concerns;

(IV) through competitions restricted to small
business concerns owned and controlled by so-
cially and economically disadvantaged individuals;
and

(V) through unrestricted competition; and

(viii) small business concerns owned and controlled
by women—

(I) in the aggregate;

(II) through competitions restricted to small
business concerns;

(III) through competitions restricted using the
authority under section 8(m)(2);

(IV) through competitions restricted using the
authority under section 8(m)(2) and in which the
waiver authority under section 8(m)(3) was used;

(V) through sole source contracts awarded using
the authority under subsection 8(m)(7);

(VI) through sole source contracts awarded
using the authority under section 8(m)(8);

(VII) by industry for contracts described in sub-
clause (III), (IV), (V), or (VI); and

(VIII) through unrestricted competition; and
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(F) for the Federal Government, the number, dollar
amount, and distribution with respect to the North Amer-
ican Industry Classification System of subcontracts award-
ed during such fiscal year to small business concerns,
small business concerns owned and controlled by service-
disabled veterans, qualified HUBZone small business con-
cerns, small business concerns owned and controlled by so-
cially and economically disadvantaged individuals, and
small business concerns owned and controlled by women,
provided that such information is publicly available
through data systems developed pursuant to the Federal
Funding Accountability and Transparency Act of 2006
(Public Law 109-282), or otherwise available as provided
in paragraph (3).

(3) ACCESS TO DATA.—

(A) FEDERAL PROCUREMENT DATA SYSTEM.— To assist in
the implementation of this section, the Administration
shall have access to information collected through the Fed-
eral Procurement Data System, Federal Subcontracting
Reporting System, or any new or successor system.

(B) AGENCY PROCUREMENT DATA SOURCES.— To assist in
the implementation of this section, the head of each con-
tracting agency shall provide, upon request of the Adminis-
tration, procurement information collected through agency
data collection sources in existence at the time of the re-
quest. Contracting agencies shall not be required to estab-
lish new data collection systems to provide such data.

(i) Nothing in this Act or any other provision of law precludes ex-
clusive small business set-asides for procurements of architectural
and engineering services, research, development, test and evalua-
tion, and each Federal agency is authorized to develop such set-
asides to further the interests of small business in those areas.

()(1) Each contract for the purchase of goods and services that
has an anticipated value greater than $2,500 but not greater than
$100,000 shall be reserved exclusively for small business concerns
unless the contracting officer is unable to obtain offers from two or
more small business concerns that are competitive with market
prices and are competitive with regard to the quality and delivery
of the goods or services being purchased.

(2) In carrying out paragraph (1), a contracting officer shall con-
sider a responsive offer timely received from an eligible small busi-
ness offeror.

(3) Nothing in paragraph (1) shall be construed as precluding an
award of a contract with a value not greater than $100,000 under
the authority of subsection (a) of section 8 of this Act, section 2323
of title 10, United States Code, section 712 of the Business Oppor-
tunity Development Reform Act of 1988 (Public Law 100-656; 15
U.S.C. 644 note), or section 7102 of the Federal Acquisition
Streamlining Act of 1994.

(k) There is hereby established in each Federal agency having
procurement powers an office to be known as the “Office of Small
and Disadvantaged Business Utilization”. The management of each
such office shall be vested in an officer or employee of such agency,
with experience serving in any combination of the following roles:
program manager, deputy program manager, or assistant program



92

manager for Federal acquisition program; chief engineer, systems
engineer, assistant engineer, or product support manager for Fed-
eral acquisition program; Federal contracting officer; small busi-
ness technical advisor; contracts administrator for Federal Govern-
ment contracts; attorney specializing in Federal procurement law;
small business liaison officer; officer or employee who managed
Federal Government contracts for a small business; or individual
whose primary responsibilities were for the functions and duties of
section 8, 15 or 44 of this Act. Such officer or employee—

(1) shall be known as the “Director of Small and Disadvan-
taged Business Utilization” for such agency;

(2) shall be appointed by the head of such agency to a posi-
tion that is a Senior Executive Service position (as such term
is defined under section 3132(a) of title 5, United States Code),
except that, for any agency in which the positions of Chief Ac-
quisition Officer and senior procurement executive (as such
terms are defined under section 44(a) of this Act) are not Sen-
ior Executive Service positions, the Director of Small and Dis-
advantaged Business Utilization may be appointed to a posi-
tion compensated at not less than the minimum rate of basic
pay payable for grade GS-15 of the General Schedule under
section 5332 of such title (including comparability payments
under section 5304 of such title);

(3) shall be responsible only to (including with respect to per-
formance appraisals), and report directly and exclusively to,
the head of such agency or to the deputy of such head, except
that the Director for the Office of the Secretary of Defense
shall be responsible only to (including with respect to perform-
ance appraisals), and report directly and exclusively to, such
Secretary or the Secretary’s designee;

(4) shall be responsible for the implementation and execution
of the functions and duties under sections 8 and 15 of this Act
which relate to such agency;

(5) shall identify proposed solicitations that involve signifi-
cant bundling of contract requirements, and work with the
agency acquisition officials and the Administration to revise
the procurement strategies for such proposed solicitations
where appropriate to increase the probability of participation
by small businesses as prime contractors, or to facilitate small
business participation as subcontractors and suppliers, if a so-
licitation for a bundled contract is to be issued;

(6) shall assist small business concerns to obtain payments,
required late payment interest penalties, or information re-
garding payments due to such concerns from an executive
agency or a contractor, in conformity with chapter 39 of title
31, United States Code, or any other protection for contractors
or subcontractors (including suppliers) that is included in the
Federal Acquisition Regulation or any individual agency sup-
plement to such Government-wide regulation;

(7) shall have supervisory authority over personnel of such
agency to the extent that the functions and duties of such per-
sonnel relate to functions and duties under sections 8 and 15
of this Act;
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(8) shall assign a small business technical adviser to each of-
fice to which the Administration has assigned a procurement
center representative—

(A) who shall be a full-time employee of the procuring
activity and shall be well qualified, technically trained and
familiar with the supplies or services purchased at the ac-
tivity; and

(B) whose principal duty shall be to assist the Adminis-
tration procurement center representative in his duties
and functions relating to sections 8 and 15 of this Act,

(9) shall cooperate, and consult on a regular basis, with the
Administration with respect to carrying out the functions and
duties described in paragraph (4) of this subsection;

(10) shall make recommendations to contracting officers as to
whether a particular contract requirement should be awarded
pursuant to subsection (a), section 8(a) of this Act, or section
2323 of title 10, United States Code, which shall be made with
due regard to the requirements of subsection (m), and the fail-
ure of the contracting officer to accept any such recommenda-
tions shall be documented and included within the appropriate
contract file;

(11) shall review and advise such agency on any decision to
convert an activity performed by a small business concern to
an activity performed by a Federal employee;

(12) shall provide to the Chief Acquisition Officer and senior
procurement executive of such agency advice and comments on
acquisition strategies, market research, and justifications re-
lated to section 44 of this Act;

(13) may provide training to small business concerns and
contract specialists, except that such training may only be pro-
vided to the extent that the training does not interfere with
the Director carrying out other responsibilities under this sub-
section;

(14) shall receive unsolicited proposals and, when appro-
priate, forward such proposals to personnel of the activity re-
sponsible for reviewing such proposals;

(15) shall carry out exclusively the duties enumerated in this
Act, and shall, while the Director, not hold any other title, po-
sition, or responsibility, except as necessary to carry out re-
sponsibilities under this subsection;

(16) shall submit, each fiscal year, to the Committee on
Small Business of the House of Representatives and the Com-
mittee on Small Business and Entrepreneurship of the Senate
a report describing—

(A) the training provided by the Director under para-
graph (13) in the most recently completed fiscal year;

(B) the percentage of the budget of the Director used for
such training in the most recently completed fiscal year;
and

(C) the percentage of the budget of the Director used for
travel in the most recently completed fiscal year; and

(17) shall, when notified by a small business concern prior to
the award of a contract that the small business concern be-
lieves that a solicitation, request for proposal, or request for
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quotation unduly restricts the ability of the small business con-
cern to compete for the award—

(A) submit the notice of the small business concern to
the contracting officer and, if necessary, recommend ways
in which the solicitation, request for proposal, or request
for quotation may be altered to increase the opportunity
for competition;

(B) inform the advocate for competition of such agency
(as established under section 1705 of title 41, United
States Code, or section 2318 of title 10, United States
Code) of such notice; and

(C) ensure that the small business concern is aware of
other resources and processes available to address unduly
restrictive provisions in a solicitation, request for proposal,
or request for quotation, even if such resources and proc-
esses are provided by such agency, the Administration, the
Comptroller General, or a procurement technical assist-
ance program established under chapter 142 of title 10,
United States Code.

This subsection shall not apply to the Administration.
(1) PROCUREMENT CENTER REPRESENTATIVES.—

(1) ASSIGNMENT AND ROLE.— The Administrator shall assign
to each major procurement center a procurement center rep-
resentative with such assistance as may be appropriate.

(2) ACTIVITIES.— A procurement center representative is au-
thorized to—

(A) attend any provisioning conference or similar evaluation
session during which determinations are made as to whether
requirements are to be procured through other than full and
open competition and make recommendations with respect to
such requirements to the members of such conference or ses-
sion;

(B) review, at any time, barriers to small business par-
ticipation in Federal contracting previously imposed on
goods and services through acquisition method coding or
similar procedures, and recommend to personnel of the ap-
propriate activity the prompt reevaluation of such barriers;

(C) review barriers to small business participation in
Federal contracting arising out of restrictions on the rights
of the United States in technical data, and, when appro-
priate, recommend that personnel of the appropriate activ-
ity initiate a review of the validity of such an asserted re-
striction;

(D) review any bundled or consolidated solicitation or
contract in accordance with this Act;

(E) have access to procurement records and other data
of the procurement center commensurate with the level of
such representative’s approved security clearance classi-
fication, with such data provided upon request in elec-
tronic format, when available;

(F) receive unsolicited proposals from small business
concerns and transmit such proposals to personnel of the
activity responsible for reviewing such proposals, who shall
furnish the procurement center representative with infor-
mation regarding the disposition of any such proposal;
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(G) consult with the Director the Office of Small and
Disadvantaged Business Utilization of that agency and the
agency personnel described in paragraph (7) and (8) of sub-
section (k) with regard to agency insourcing decisions cov-
ered by subsection (k)(11);

(H) be an advocate for the maximum practicable utiliza-
tion of small business concerns in Federal contracting, in-
cluding by advocating against the consolidation or bun-
dling of contract requirements when not justified; and

(I) carry out any other responsibility assigned by the Ad-
ministrator.

(3) APPEALS.— A procurement center representative is au-
thorized to appeal the failure to act favorably on any rec-
ommendation made pursuant to paragraph (2). Such appeal
shall be filed and processed in the same manner and subject
to the same conditions and limitations as an appeal filed by
the Administrator pursuant to subsection (a).

(4) The Administration shall assign and co-locate at least two
small business technical advisers to each major procurement center
in addition to such other advisers as may be authorized from time
to time. The sole duties of such advisers shall be to assist the pro-
curement center representative for the center to which such advis-
ers are assigned in carrying out the functions described in para-
graph (2) and the representatives referred to in subsection (k)(6).

(5) POSITION REQUIREMENTS.—

(A) IN GENERAL.— A procurement center representative
assigned under this subsection shall—

(i) be a full-time employee of the Administration;

(ii) be fully qualified, technically trained, and famil-
iar with the goods and services procured by the major
procurement center to which that representative is as-
signed; and

(ii1) have the certification described in subparagraph
(©).

(B) COMPENSATION.— The Administrator shall establish
personnel positions for procurement center representatives
assigned under this subsection, which are classified at a
grade level of the General Schedule sufficient to attract
and retain highly qualified personnel.

(C) CERTIFICATION REQUIREMENTS.—

(i) IN GENERAL.— Consistent with the requirements
of clause (ii), a procurement center representative
shall have a Level III Federal Acquisition Certification
in Contracting (or any successor certification) or the
equivalent Department of Defense certification, except
that any person serving in such a position on or before
January 3, 2013, may continue to serve in that posi-
tion for a period of 5 years without the required cer-
tification.

(i1) DELAY OF CERTIFICATION REQUIREMENTS.—

(I) TiMING.— The certification described in
clause (i) is not required for any person serving as
a procurement center representative until the
date that is one calendar year after the date such
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person is appointed as a procurement center rep-
resentative.

(IT) APPLICATION.— The requirements of sub-
clause (I) shall—

(aa) be included in any initial job posting
for the position of a procurement center rep-
resentative; and

(bb) apply to any person appointed as a pro-
curement center representative after January
3, 2013.

(6) MAJOR PROCUREMENT CENTER DEFINED.— For purposes of
this subsection, the term “major procurement center” means a
procurement center that, in the opinion of the Administrator,
purchases substantial dollar amounts of goods or services, in-
cluding goods or services that are commercially available.

(7) TRAINING.—

(A) AUTHORIZATION.— At such times as the Adminis-
trator deems appropriate. the breakout procurement center
representative shall conduct familiarization sessions for
contracting officers and other appropriate personnel of the
procurement center to which such representative is as-
signed. Such sessions shall acquaint the participants with
the provisions of this subsection and shall instruct them in
methods designed to further the purposes of such sub-
section.

(B) LIMITATION.— A procurement center representative
may provide training under subparagraph (A) only to the
extent that the training does not interfere with the rep-
resentative carrying out other activities under this sub-
section.

(8) ANNUAL BRIEFING AND REPORT.— A procurement center
representative shall prepare and personally deliver an annual
briefing and report to the head of the procurement center to
which such representative is assigned. Such briefing and re-
port shall detail the past and planned activities of the rep-
resentative and shall contain such recommendations for im-
provement in the operation of the center as may be appro-
priate. The head of such center shall personally receive such
briefing and report and shall, within 60 calendar days after re-
ceipt, respond, in writing, to each recommendation made by
such representative.

(m)(1) Each agency subject to the requirements of section 2323
of title 10, United States Code, shall, when implementing such re-
quirements—

(A) establish policies and procedures that insure that there
will be no reduction in the number of dollar value of contracts
awarded pursuant to this section and section 8(a) in order to
achieve any goal or other program objective; and

(B) assure that such requirements will not alter or change
the procurement process used to implement this section or sec-
tion 8(a).

(2) All procurement center representatives (including those re-
ferred to in subsection (k)(6)), in addition to such other duties as
may be assigned by the Administrator, shall—
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(A) monitor the performance of the procurement activities to
which they are assigned to ascertain the degree of compliance
with the requirements of paragraph (1);

(B) report to their immediate supervisors all instances of
noncompliance with such requirements; and

(C) increase, insofar as possible, the number and dollar value
of procurements that may be used for the programs established
under this section, section 8(a), and section 2323 of title 10,
United States Code.

(n) For purposes of this section, the determination of labor sur-
plus areas shall be made on the basis of the criteria in effect at
the time of the determination, except that any minimum popu-
lation criteria shall not exceed twenty-five thousand. Such deter-
mination, as modified by the preceding sentence, shall be made by
the Secretary of Labor.

(0) LIMITATIONS ON SUBCONTRACTING.—A concern may not be
awarded a contract under subsection (a) as a small business con-
cern unless the concern agrees to satisfy the requirements of sec-
tion 46.

(p) ACCESS TO DATA.—

(1) BUNDLED CONTRACT DEFINED.— In this subsection, the
term “bundled contract” has the meaning given such term in
section 3(0)(1).

(2) DATABASE.—

(A) IN GENERAL.— Not later than 180 days after the date
of the enactment of this subsection, the Administrator of
the Small Business Administration shall develop and shall
thereafter maintain a database containing data and infor-
mation regarding—

(i) each bundled contract awarded by a Federal
agency; and

(i1) each small business concern that has been dis-
placed as a prime contractor as a result of the award
of such a contract.

(3) ANALYSIS.— For each bundled contract that is to be re-
competed as a bundled contract, the Administrator shall deter-
mine—

(A) the amount of savings and benefits (in accordance
with subsection (e)) achieved under the bundling of con-
tract requirements; and

(B) whether such savings and benefits will continue to
be realized if the contract remains bundled, and whether
such savings and benefits would be greater if the procure-
ment requirements were divided into separate solicitations
suitable for award to small business concerns.

(4) ANNUAL REPORT ON CONTRACT BUNDLING.—

(A) IN GENERAL.— Not later than 1 year after the date
of the enactment of this paragraph, and annually in March
thereafter, the Administration shall transmit a report on
contract bundling to the Committees on Small Business of
the House of Representatives and the Senate.

(B) CONTENTS.— Each report transmitted under sub-
paragraph (A) shall include—

(i) data on the number, arranged by industrial clas-
sification, of small business concerns displaced as
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prime contractors as a result of the award of bundled
contracts by Federal agencies; and

(i1) a description of the activities with respect to pre-
viously bundled contracts of each Federal agency dur-
ing the preceding year, including—

(I) data on the number and total dollar amount
of (iall contract requirements that were bundled;
an

(IT) with respect to each bundled contract, data
or information on—

(aa) the justification for the bundling of con-
tract requirements;

(bb) the cost savings realized by bundling
the contract requirements over the life of the
contract;

(cc) the extent to which maintaining the
bundled status of contract requirements is
projected to result in continued cost savings;

(dd) the extent to which the bundling of
contract requirements complied with the con-
tracting agency’s small business subcon-
tracting plan, including the total dollar value
awarded to small business concerns as sub-
contractors and the total dollar value pre-
viously awarded to small business concerns as
prime contractors; and

(ee) the impact of the bundling of contract
requirements on small business concerns un-
able to compete as prime contractors for the
consolidated requirements and on the indus-
tries of such small business concerns, includ-
ing a description of any changes to the propor-
tion of any such industry that is composed of
small business concerns.

(5) ACCESS TO DATA.—

(A) FEDERAL PROCUREMENT DATA SYSTEM.— To assist in
the implementation of this section, the Administration
shall have access to information collected through the Fed-
eral Procurement Data System.

(B) AGENCY PROCUREMENT DATA SOURCES.— To assist in
the implementation of this section, the head of each con-
tracting agency shall provide, upon request of the Adminis-
tration, procurement information collected through exist-
ing agency data collection sources.

(q) REPORTS RELATED TO PROCUREMENT CENTER REPRESENTA-
TIVES.—
(1) TEAMING AND JOINT VENTURE REQUIREMENTS.—

(A) IN GENERAL.— Each Federal agency shall include in
each solicitation for any multiple award contract above the
substantial bundling threshold of the Federal agency a
provision soliciting bids from any responsible source, in-
cluding responsible small business concerns and teams or
joint ventures of small business concerns.

(B) TEAMS.— When evaluating an offer of a small busi-
ness prime contractor that includes a proposed team of
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small business subcontractors for any multiple award con-
tract above the substantial bundling threshold of the Fed-
eral agency, the head of the agency shall consider the ca-
pabilities and past performance of each first tier subcon-
tractor that is part of the team as the capabilities and past
performance of the small business prime contractor.

(C) JOINT VENTURES.— When evaluating an offer of a
joint venture of small business concerns for any multiple
award contract above the substantial bundling threshold of
the Federal agency, if the joint venture does not dem-
onstrate sufficient capabilities or past performance to be
considered for award of a contract opportunity, the head of
the agency shall consider the capabilities and past per-
formance of each member of the joint venture as the capa-
bilities and past performance of the joint venture.

(2) POLICIES ON REDUCTION OF CONTRACT BUNDLING.—

(A) IN GENERAL.— Not later than 1 year after the date
of enactment of this subsection, the Federal Acquisition
Regulatory Council established under section 25(a) of the
Office of Federal Procurement Policy Act (41 U.S.C.
4219(a)) shall amend the Federal Acquisition Regulation
issued under section 25 of such Act to—

(i) establish a Government-wide policy regarding
contract bundling, including regarding the solicitation
of (iceaming and joint ventures under paragraph (1);
an

(i1) require that the policy established under clause
(i) be published on the website of each Federal agency.

(B) RATIONALE FOR CONTRACT BUNDLING.— Not later
than 30 days after the date on which the head of a Federal
agency submits data certifications to the Administrator for
Federal Procurement Policy, the head of the Federal agen-
cy shall publish on the website of the Federal agency a list
and rationale for any bundled contract for which the Fed-
eral agency solicited bids or that was awarded by the Fed-
eral agency.

(3) REPORTING.— Not later than 90 days after the date of en-
actment of this subsection, and every 3 years thereafter, the
Administrator shall submit to the Committee on Small Busi-
ness and Entrepreneurship of the Senate and the Committee
on Small Business of the House of Representatives a report re-
garding procurement center representatives and commercial
market representatives, which shall—

(A) identify each area for which the Administration has
assigned a procurement center representative or a com-
mercial market representative;

(B) explain why the Administration selected the areas
identified under subparagraph (A); and

(C) describe the activities performed by procurement
center representatives and commercial market representa-
tives.

(r) MULTIPLE AWARD CONTRACTS.—Not later than 1 year after
the date of enactment of this subsection, the Administrator for Fed-
eral Procurement Policy and the Administrator, in consultation
with the Administrator of General Services, shall, by regulation, es-
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tablish guidance under which Federal agencies may, at their dis-
cretion—

(1) set aside part or parts of a multiple award contract for
small business concerns, including the subcategories of small
business concerns identified in subsection (g)(2);

(2) notwithstanding the fair opportunity requirements under
section 2304c(b) of title 10, United States Code, and section
303J(b) of the Federal Property and Administrative Services
Act of 1949 (41 U.S.C. 253j(b)), set aside orders placed against
multiple award contracts for small business concerns, including
the subcategories of small business concerns identified in sub-
section (g)(2); and

(3) reserve 1 or more contract awards for small business con-
cerns under full and open multiple award procurements, in-
cluding the subcategories of small business concerns identified
in subsection (g)(2).

(s) DATA QUALITY IMPROVEMENT PLAN.—

(1) IN GENERAL.— Not later than October 1, 2015, the Ad-
ministrator of the Small Business Administration, in consulta-
tion with the Small Business Procurement Advisory Council,
the Administrator for Federal Procurement Policy, and the Ad-
ministrator of General Services, shall develop a plan to im-
prove the quality of data reported on bundled or consolidated
contracts in the Federal procurement data system (described in
section 1122(a)(4)(A) of title 41, United States Code).

(2) PLAN REQUIREMENTS.— The plan shall—

(A) describe the roles and responsibilities of the Admin-
istrator of the Small Business Administration, each Direc-
tor of Small and Disadvantaged Business Utilization, the
Administrator for Federal Procurement Policy, the Admin-
istrator of General Services, senior procurement execu-
tives, and Chief Acquisition Officers in—

(i) improving the quality of data reported on bundled
or consolidated contracts in the Federal procurement
data system; and

(i) contributing to the annual report required by
subsection (p)(4);

(B) recommend changes to policies and procedures, in-
cluding training procedures of relevant personnel, to prop-
erly identify and mitigate the effects of bundled or consoli-
dated contracts;

(C) recommend requirements for periodic and statis-
tically valid data verification and validation; and

(D) recommend clear data verification responsibilities.

(3) PLAN SUBMISSION.— The Administrator of the Small
Business Administration shall submit the plan to the Com-
mittee on Small Business of the House of Representatives and
the Committee on Small Business and Entrepreneurship of the
Senate not later than December 1, 2016.

(4) IMPLEMENTATION.— Not later than October 1, 2016, the
Administrator of the Small Business Administration shall im-
plement the plan described in this subsection.

(5) CERTIFICATION.— The Administrator shall annually pro-
vide to the Committee on Small Business of the House of Rep-
resentatives and the Committee on Small Business and Entre-
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preneurship of the Senate a certification of the accuracy and
completeness of data reported on bundled and consolidated
contracts.

(6) DEFINITIONS.— In this subsection, the following defini-
tions apply:

(A) CHIEF ACQUISITION OFFICER; SENIOR PROCUREMENT
EXECUTIVE.— The terms “Chief Acquisition Officer” and
“senior procurement executive” have the meanings given
such terms in section 44(a) of this Act.

(B) BUNDLED OR CONSOLIDATED CONTRACT.— The term
“bundled or consolidated contract” means a bundled con-
tract (as defined in section 3(0)) or a contract resulting
from the consolidation of contracting requirements (as de-
fined in section 44(a)(2)).

(t) GAO REPORT ON SMALL BUSINESS ADMINISTRATION PROGRAMS
IN PUERTO RIcO.—Not later than 180 days after the date of enact-
ment of this subsection, the Comptroller General of the United
States shall submit to the Committee on Small Business of the
House of Representatives and the Committee on Small Business and
Entrepreneurship of the Senate a report on the application and uti-
lization of contracting activities of the Administration (including
contracting activities relating to HUBZone small business concerns)
in Puerto Rico. The report shall also identify any provisions of Fed-
eral law that may create an obstacle to the efficient implementation
of such contracting activities.

* * & * * * &

SECTION 302 OF THE OMNIBUS INSULAR AREAS ACT OF
1992

SEC. 302. INSULAR GOVERNMENT PURCHASES.

[The Governments of American Samoa, Guam, the Northern
Mariana Islands, the Trust Territory of the Pacific Islands, and the
Virgin Islands are authorized to make purchases through the Gen-
eral Services Administration.] The Governments of the Common-
wealth of Puerto Rico, Guam, American Samoa, the Commonwealth
of the Northern Mariana Islands, and the United States Virgin Is-
lands are authorized to make purchases through the General Serv-
ices Administration.

CONSOLIDATED AND FURTHER CONTINUING
APPROPRIATIONS ACT, 2015

* * *k & * * *k

SEC. 9. STUDY OF ELECTRIC RATES IN THE INSULAR AREAS.
(a) DEFINITIONS.—In this section:

(1) COMPREHENSIVE ENERGY PLAN.— The term “comprehen-
sive energy plan” means a comprehensive energy plan pre-
pared and updated under subsections (c) and (e) of section 604
of the Act entitled “An Act to authorize appropriations for cer-
tain insular areas of the United States, and for other pur-
poses”, approved December 24, 1980 (48 U.S.C. 1492).
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(2) ENERGY ACTION PLAN.— The term “energy action plan”
means the plan required by subsection (d).

(3) FREELY ASSOCIATED STATES.— The term “Freely Associ-
ated States” means the Federated States of Micronesia, the Re-
public of the Marshall Islands, and the Republic of Palau.

(4) INSULAR AREAS.— The term “insular areas” means Amer-
ican Samoa, the Commonwealth of the Northern Mariana Is-
lands, Puerto Rico, Guam, and the Virgin Islands.

(5) SECRETARY.— The term “Secretary” means the Secretary
of the Interior, except that, with respect to Puerto Rico, the term
means, the Secretary of Energy .

(6) TEAM.— The term “team” means the team established by
the Secretary under subsection (b).

(b) ESTABLISHMENT.—Not later than 180 days after the date of
enactment of this Act (except in the case of Puerto Rico, in which
case not later than 270 days after the date of enactment of the Puer-
to Rico Oversight, Management, and Economic Stability Act) , the
Secretary shall, within the Empowering Insular Communities ac-
tivity (except in the case of Puerto Rico) , establish a team of tech-
nical, policy, and financial experts—

(1) to develop an energy action plan addressing the energy
needs of each of the insular areas and Freely Associated
States; and

(2) to assist each of the insular areas and Freely Associated
States in implementing such plan.

(c) PARTICIPATION OF REGIONAL UTILITY ORGANIZATIONS.—In es-
tablishing the team, the Secretary shall consider including regional
utility organizations.

(d) ENERGY ACTION PLAN.—In accordance with subsection (b), the
energy action plan shall include—

(1) recommendations, based on the comprehensive energy
plan where applicable, to—

(A) reduce reliance and expenditures on fuel shipped to
the insular areas and Freely Associated States from ports
outside the United States;

(B) develop and utilize domestic fuel energy sources; and

(C) improve performance of energy infrastructure and
overall energy efficiency;

(2) a schedule for implementation of such recommendations
and identification and prioritization of specific projects;

(3) a financial and engineering plan for implementing and
sustaining projects; and

(4) benchmarks for measuring progress toward implementa-
tion.

(e) REPORTS TO SECRETARY.—Not later than 1 year after the date
on which the Secretary establishes the team and annually there-
after, the team shall submit to the Secretary a report detailing
progress made in fulfilling its charge and in implementing the en-
ergy action plan.

(f) ANNUAL REPORTS TO CONGRESS.—Not later than 30 days after
the date on which the Secretary receives a report submitted by the
team under subsection (e), the Secretary shall submit to the appro-
priate committees of Congress a summary of the report of the
team.
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(g) APPROVAL OF SECRETARY REQUIRED.—The energy action plan
shall not be implemented until the Secretary approves the energy
action plan.

* * *k & * * *k
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Conumittee on Small Business
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Washington, DC 20515

Dear Mr. Chairman:

On May 25, 2016, the Committee on Natural Resources ordered favorably reported as amended
H.R. 5278, the Puerto Rico Oversight, Management, and Economic Stability Act. The bill was
referred primarily to the Committee on Natural Resources, with an additional referral to the
Committee on Small Business, among other committees,

I ask that you allow the Committec on Small Business to be discharged from further
consideration of the bill so that it may be scheduled by the Majority Leader. This discharge in
no way affects your jurisdiction over the subject matter of the bill, and it will not serve as
precedent for future referrals. In addition, should a conference on the bill be necessary, 1 would
support your request to have the Committec on Small Busincss represented on the conference
commmittee. Finally, I would be pleased to include this letter and any response in the bill report
filed by the Committee on Natural Resources to memorialize our understanding, as well as in the
Congressional Record.

Thank you for your consideration of my request, and I look forward to further opportunities to
work with you this Congress.

Sincerely,

Rob Bishop i g

Chairman
Committee on Natural Resources

cc:  The Honorable Paul D. Ryan, Speaker
The Honorable Kevin McCarthy, Majority Leader
The Honorable Raul Grijalva, Ranking Member, Committee on Natural Resources
The Honorable Thomas J. Wickham, Jr., Parliamentarian

http:/naturatresources house.gov
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Congress of the Linited States
LS. Mouse of Represeneatioes
Committee on Small Business
2301 Ravbuen 1iouse Office Building
Washington, DC 20550315

May 25,2016

The Honorable Rob Bishop
Chairman

Committee on Natural Resources
1324 Longworth Building

U.8, House of Representatives
Washington, DC 20515

Dear Mr. Chairman:

{am writing regarding H.R, 5278, the Puerto Rico Oversight, Management and Economic
Stability Act. The bill contains a provision that is within the jurisdiction of the Committee on Small
Business.

Trecognize and appreciate your desire to bring this bill before the House of Representatives in an
expeditious manner. Accordingly, I will agree that the Committee on Small Business be discharged from
further consideration of the bill. Ido so with the understanding that this action does not affect the
Jurisdiction of the Committee on Small Business, and that the Committee expressly reserves the right to
seck conferees on any provision within its jurisdiction during any House-Senate conference that may be
convened on this or any similar legislation. T would ask that you support any such request.

Falso ask that a copy of this letter be included in the Congressional Record during the
consideration of H.R. 5278 on the House floor.

Thank you for your consideration and for your work on this legislation,

Sincerely,

o Ut

Steve Chabot
Chairman
Committee on Small Business

ce: The Honorable Paul Ryan, Speaker
The Honorable Kevin McCarthy, Majority Leader
The Honorable Nydia Veldzquez, Ranking Member, Committee on Small Business
The Honorable Thomas I. Wickham, Parliamentarian
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Committee on Education and the Workforce
2176 Rayburn HOB

Washington, DC 20515

Dear Mr, Chairman;

On May 25, 2016, the Committee on Natural Resources ordered favorably reported as amended
H.R. 5278, the Puerto Rico Oversight, Management, and Economic Stability Act. The bill was
referred primarily to the Commitice on Natural Resources, with an additional referral to the
Committee on Education and the Workforce, among others.

1 ask that you allow the Committee on Education and the Workforee to be discharged from
further consideration of the bill so that it may be scheduled by the Majority Leader. This
discharge in no way affects your jurisdiction over the subject matter of the bill, and it will not
serve as precedent for future referrals. In addition, should a conference on the bill be necessary,
T would support your request to have the Committee on Education and the Workforce
represented on the conference committee. Finally, 1 would be pleased to include this letter and
any response in the bill report filed by the Committee on Natural Resources to memorialize our
understanding, as well as in the Congressional Record.

Thank you for your consideration of my request, and I look forward to further opportunities to
work with you this Congress.

Sincerely,

Rob Bishop
Chairman
Committee on Natural Resources

cc: The Honorable Paul D. Ryan, Speaker
The Honorable Kevin McCarthy, Majority Leader
The Honorable Raul Grijalva, Ranking Member, Conunittee on Natural Resources
The Honorable Thomas J. Wickham, Jr., Parliamentarian

http:#naturaleesources.iouse.gov



MAJORITY MEMBERS:
SOHN KLINE, MINRESOTA, Chaiman

JOE WILSON, SOUTH CAROLINA
VIRGUNIA FOXX, NORTH CAROLINA
DUNCAN HUNTER, CALIFGRNIA

TODD ROKITA, IRDIANA
LOU BARLETTA, FENNSYLVANIA
JOSEPH J. HECK, NEVADA

LUKE MESSER, INDIANA
BRADLEY BYRNE, ALABAMA
DAVID BRAT, VIRGINIS

BUDDY CARTER, GEORGIA
MICHASL D, BISHOP, MICHIGAN
GLENN GROTHMAN, WISCONSIN
STEVE RUSSELL, OKLAHOMA.

COMMITTEE ON EDUCATION
AND THE WORKFORCE

.S, HOUSE OF REPRESENTATIVES
2176 RAYBURN HOUSE OFFICE BUILDING

WASHINGTON, DC 20515-6100

MINORITY MEMBERS:

ROBERT C. "BOBBY” 5COYT, VIRGINIA
Ranking Mermber

RUBEN HINOJOSA, TEXAS
SUSAN A, DAVIS, CALIFGRNIA
RAUL b GRUALVA, ARIZONA
JOE COURTNEY, CONNECTICUT
MARCIA L. FUDGE, OHIO
JARED POLIS, COLORATDH
GREGORIO KILIL] CAMACHG SABLAN,
‘NOFTHERN MARIANA ISLANDS
EREDERICA S, WILSON, FLORIDA.
SUZANNE BONAWICH, OREGON
MARK POCAN, WISCONSIN
MARK TAKANO, CALFORNIA
HAKEEW S. JEFFRIES, NEW YORK.

KATHERINE M. CLARK, MASSACHUSETTS

ALMA'S. ADAMS, NORTE CAROLINA
MARK DESAULNIER, CALIFORNIA

CARLOS CURBELD, FLORIDA
ELISE STEFANIK, NEW YORK
RICK ALLEN, GEORGIA

May 31,2016

The Honorable Rob Bishop

Chairman, Committee on Natural Resources
House of Representatives

Washington, D.C. 20515

Dear Mr. Chairman:

T am writing to confirm our mutual understanding with respect to H.R. 5278, the Puerto Rico
Oversight, Management, and Economic Stability Act. Thank you for consulting with the
Committee on Education and the Workforce with regard to H.R.5278 on those matters within the
Committee’s jurisdiction.

In the interest of expediting the House’s consideration of H.R. 5278, the Committee on
Education and the Workforce will forgo further consideration of this bill. However, [ do so only
with the understanding this procedural route will not be construed to prejudice my Committee's
jurisdictional interest and prerogatives on this bill or any other similar legislation and will not be
considered as precedent for consideration of matters of jurisdictional interest to my Committee in
the future. Additionally, I appreciate your committee’s agsistance with any additional
improvements to the bill within the jurisdiction of the Education and the Workforce Committee.

I respectfully request your support for the appointment of outside conferees from the Committee
on Education and the Workforce should this bill or a similar bill be considered in a conference
with the Senate. T also request you include our exchange of letters on this matter in the
Committee Report on H.R. 5278 and in the Congressional Record during consideration of this
bill on the House Floor. Thank you for your attention to these matters.

Sincerely,

HN KLINE
Chairman

CC: The Honorable Paul Ryan
The Honorable Bobby Scott
The Honorable Raul Grijalva
The Honorable Tom Wickham
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s The Honorabte Bob Goodlatte

STAK DRELTON

hairman

Committee on the Judiciary
2138 Rayburn HOB
Washington, DC 20515

Dear Mr. Chairman:

On May 25, 2016, the Committee on Natural Resources ordered favorably reported as amended
H.R. 5278, the Puerto Rico Oversight, Management, and Economic Stability Act. The bill was
referred primarily to the Committee on Natural Resources, with an additional referral to the
Committee on the Judiciary, among others.

1 ask that you allow the Committee on the Judiciary to be discharged from further consideration
of the bill so that it may be scheduled by the Majority Leader. This discharge in no way affects
your jurisdiction over the subject matter of the bill, and it will not serve as precedent for future
referrals. In addition, should a conference on the bill be necessary, 1 would support your request
to have the Committee on the Judiciary represented on the conference committee. Finally, 1
would be pleased to include this letter and any response in the bill report filed by the Commmittee
on Natural Resources to memorialize our understanding, as well as in the Congressional Record.

Thank you for your consideration of my request, and I look forward to further opportunities to
work with you this Congress.

Sincerely,

Rob Bishop
Chairman
Committee on Natural Resources

ces The Honorable Paul D. Ryan, Speaker
The Honorable Kevin McCarthy, Majority Leader
The Honorable Raul Grijalva, Ranking Member, Committee on Natural Resources
The Honorable Thomas J. Wickham, Jr., Parliamentarian

nyrdnaturatresources. house.gov
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June 2, 2016

The Honorable Rob Bishop

Chairman

Committee on Natural Resources

1324 Longworth House Office Building
Washington, DC 20515

Dear Chairman Bishop,

1 am writing with respect to H.R. 5278, the “Puerto Rico Oversight, Management, and
Economic Stability Act,” which was referred to the Committee on Natural Resources and in addition to
the Committee on the Judiciary among other commitiees. As a result of your having consulted with us
on provisions in FLR. 5278 that fall within the Rule X jurisdiction of the Committee on the Judiciary, I
agree to discharge our committee from further consideration of this bill so that it may proceed
expeditiously to the House floor for consideration.

The Judiciary Committee takes this action with our mutual understanding that by foregoing
consideration of H.R. 5278 at this time, we do not waive any jurisdiction over subject matter contained
in this or similar legislation and that our committee will be appropriately consulted and involved as this
bill or similar legisiation moves forward so that we may address any remaining issues in our
jurisdiction. Our committee also reserves the right to seek appointment of an appropriate number of
conferees to any House-Senate conference involving this or similar legislation and asks that you
support any such request.

1 appreciate your May 31, 2016, letter confirming this understanding with respect to HL.R. 5278
and would ask that a copy of our exchange of letters on this matter be included in your committee
report and in the Congressional Record during Floor consideration of H.R. 5278.

Sincerely,

Rob Goodlatte
Chairman

cc: The Honorable John Conyers, Jr.
The Honorable Raul Grijalva
The Honorable Paul Ryan, Speaker
Mr. Thomas J. Wickham, Jr., Parliamentarian



ADDITIONAL VIEWS

As Puerto Rico’s sole elected representative in Congress, I write
separately to explain why I support H.R. 5278, the Puerto Rico
Oversight, Management, and Economic Stability Act, or PROMESA.
H.R. 5278 is exceptional insofar as it was negotiated in a painstak-
ingly bipartisan manner at an intensely partisan time in American
political life, and inasmuch as it has been successful to date despite
a well-funded and often dishonest lobbying campaign against the
bill. The bill is imperfect—as all compromises by definition are—
but it is also indispensable for my constituents. Of this I have no
doubt.

At the May 25, 2016 markup of H.R. 5278, a bipartisan coalition
of Committee members remained united to defeat multiple amend-
ments designed to kill or severely weaken the bill. Amendments
that were adopted strengthen the bill or are purely technical in na-
ture.

I am convinced there is no superior legislative alternative to H.R.
5278 that can obtain the bipartisan support necessary to become
law. Wishing there were does not make it so. And my constituents
are not helped one iota by wishful thinking. They need swift, con-
crete action.

Overview

After decades of profound inequality at the federal level and pro-
found mismanagement at the local level, the Puerto Rico govern-
ment is in crisis, unable to meet its obligations to citizens and
creditors. My constituents are leaving for the states in historic
numbers, in search of equality and economic opportunity. Those
who remain on the island face grave challenges. Everywhere I go
in Puerto Rico, I see the concern etched on their faces. They fear
for their finances, for their family, and for their future.

In an emergency, the first step is to stabilize the situation. I be-
lieve PROMESA can accomplish this objective. It pairs a com-
prehensive debt restructuring mechanism endorsed by the experts
at the United States Treasury Department with an independent
and temporary oversight board (which is not a federal entity)—not
a heavy-handed control board—to help ensure that the Puerto Rico
government conducts itself in a responsible, transparent, and dis-
ciplined manner.

I want to begin by underscoring five broad points about the bill
before I highlight some specific provisions in the bill.

First, this bill is necessary, but not sufficient. Many commenta-
tors, including some of my congressional colleagues, like to cite one
cause of the crisis in Puerto Rico, namely mismanagement at the
local level. But they ignore the other cause of the crisis, which is
inequality at the federal level enabled by Puerto Rico’s status as
a territory—rather than a state—of the United States. It may give

(110)
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such commentators comfort to blame everything on Puerto Rico,
but it is a false comfort rooted in a flawed reading of history. The
second-class treatment my constituents are subjected to, a con-
sequence of our second-class status, must end. It will not happen
in PROMESA, but I am confident it will happen soon.

Second, nobody is more dissatisfied than I am that the govern-
ment of Puerto Rico has arrived at the point where an oversight
board is being contemplated. The last thing I need is to be lectured
to about the importance of democracy and dignity, particularly by
those Puerto Rico politicians who prefer for Puerto Rico to remain
a territory rather than to become a state or a sovereign nation, and
who have therefore been complicit in the denial of democracy and
dignity to the people of Puerto Rico. After all, I support statehood
for Puerto Rico, because I want the 3.4 million American citizens
I represent to have full democratic rights, not fewer democratic
rights. Accepting a board is personally, not to mention politically,
painful. But it is also the right and necessary thing to do. For those
Puerto Rico politicians who seek broad debt restructuring authority
but oppose an oversight board—this is not realistic. After intensive
negotiations, the bill establishes a board that is robust but reason-
able. Its powers are far less potent than the powers that Congress
conferred upon the board that it established for the District of Co-
lumbia in Public Law 104-8, the District of Columbia Financial Re-
sponsibility and Management Assistance Act of 1995. This is appro-
priate because Puerto Rico and the District are different in key re-
spects. (I would note that P.L. 104-8 was supported by the Dis-
trict’s delegate in Congress, my colleague Rep. Eleanor Holmes
Norton, and history has vindicated her actions.) The Puerto Rico
government and the oversight board should work together as part-
ners for prosperity, not as petty rivals for power. If the Puerto Rico
government does its job well, the board will have a limited role and
will cease to operate within a few years.

Third, I would never—under any circumstances—support this
legislation if it authorized a court-supervised debt restructuring
mechanism that is unfair to the over 330,000 workers and retirees
in Puerto Rico’s severely underfunded public pension systems. The
real threat to pension plan participants in Puerto Rico does not
come from congressional action on PROMESA, but rather from the
lack of congressional action. Those who argue otherwise may be
well-intentioned, but they are wrong.

Fourth, as discussed in further detail below, I oppose Section 403
of the bill, which authorizes the Puerto Rico government to allow
island employers to pay certain younger workers—hired after the
date of enactment—Iless than the federal minimum wage for a spec-
ified period of time while the oversight board is in existence. In an
otherwise bipartisan bill, this is the only instance where ideology
can be said to have trumped intelligence. Nevertheless, I do not an-
ticipate that the Puerto Rico government will ever use this author-
ity, so its practical impact will be zero. Therefore, it is not worth
discarding the broader bill over this misguided, but ultimately
meaningless, provision.

Fifth and finally, there is a genuine emergency in Puerto Rico.
I respect those who have concerns with certain aspects of the bill,
but urge them to look at the bill holistically. If they do, I think
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they will find that its pros vastly outweigh its cons. Any public offi-
cial who opposes this bill has the responsibility to articulate a su-
perior alternative approach that can actually become law. As noted,
I do not believe one exists. In my view, the choice is between this
imperfect but indispensable bill and no bill at all. And no bill is the
Wﬁrslt possible outcome for Puerto Rico and the United States as a
whole.

Now I would like to discuss some discrete provisions of H.R. 5278
in additional detail.

The Powers and Responsibilities of the Ouersight Board

In general, the oversight board, which is not a federal entity, will
provide guardrails for the Puerto Rico government, but will not
supplant or replace the territory’s elected leaders, who will retain
primary control over budgeting and fiscal policymaking.

As per Section 201, the governor of Puerto Rico will develop a
long-term fiscal plan—covering at least five fiscal years—that
meets broad standards set forth in the law. The fiscal plan must
ensure the funding of essential public services, provide adequate
funding for public pension systems, estimate revenues and expendi-
tures in accordance with appropriate accounting standards, elimi-
nate structural budget deficits, provide for a sustainable level of
debt, improve fiscal governance, provide for capital expenditures
that promote economic growth, and respect the relative priorities
that different classes of bondholders have vis-a-vis one another
under Puerto Rico law. The oversight board will be required to cer-
tify the fiscal plan, but the governor will have numerous opportuni-
ties to craft a fiscal plan that conforms to the law.

As per Section 202, once a fiscal plan is in place, the governor
will prepare a proposed budget that complies with the certified fis-
cal plan. After the oversight board approves the proposed budget,
the proposed budget will be transmitted to the Puerto Rico Legisla-
tive Assembly as normal. The governor will have numerous oppor-
tunities to craft a compliant budget, incorporating any feedback re-
ceived from the board. Upon receiving the budget, the Legislative
Assembly will retain its constitutional right to modify the budget
as it sees fit, so long as the budget continues to be consistent with
the certified fiscal plan. Once the board approves the budget adopt-
ed by the Legislative Assembly, the certified budget will take effect.
Thus, the board would itself step in to craft a multi-year fiscal plan
or annual budget only as a last resort, and only in the event that
Puerto Rico’s elected leaders utterly fail to do the jobs for which
they are elected.

As per Section 203, at the end of each quarter during the Puerto
Rico fiscal year, the governor will provide a report to the oversight
board, describing the revenues, expenditures and cash flows for the
preceding quarter, as compared to what was projected to be spent
and received in the certified budget. Based on this report and other
information available to the board, the board may determine that
there is a material inconsistency between what was projected to
occur in the certified budget and what actually occurred. If that is
the case, the board may ask the Puerto Rico government for addi-
tional information to explain the inconsistency and, if the addi-
tional information is not sufficient to justify the inconsistency, the
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board may advise the Puerto Rico government to address the incon-
sistency through whatever remedial action the Puerto Rico govern-
ment deems appropriate (for example, reducing spending or in-
creasing revenues). If the Puerto Rico government does not address
the inconsistency after being given multiple opportunities to do so,
only then will the board be authorized to step in and address the
problem. Again, Puerto Rico’s fate rests in the hands of its elected
leaders, under the broad supervision of the board.

Section 204(a) warrants careful analysis. An earlier version of
PROMESA, released as a “discussion draft” on March 29th, re-
quired the oversight board to review every legislative act enacted
by the Puerto Rico government and to make a determination—in
the board’s sole discretion—about whether each act was consistent
with the certified fiscal plan. If the board determined that the act
was consistent with the fiscal plan, the act would be allowed to
take effect. However, if the board determined that the act was sig-
nificantly inconsistent with the fiscal plan, the board was required
to declare the act “null and void.” This was essentially the proce-
dure in place for the District of Columbia under Public Law 104-
8, the District of Columbia Financial Responsibility and Manage-
ment Assistance Act of 1995.

In H.R. 5278, Section 204(a) has been substantially improved.
Under the bill, the governor will send each legislative act to the
board, but the board can opt not to require the governor to do so.
Moreover, as long as the governor provides the board with (1) a
“score” of the bill from the Puerto Rico Office of Management and
Budget (OMB) or another appropriate entity estimating the impact
of the act on expenditures and revenues, and (2) a certification
from the Puerto Rico OMB or another appropriate entity that the
law is not significantly inconsistent with the certified fiscal plan,
then the act is insulated from board review. It would only be if the
Puerto Rico government, after being given numerous opportunities,
fails to transmit to the board the cost estimate or the certificate of
“no significant inconsistency,” or if the Puerto Rico government cer-
tifies that the law is significantly inconsistent but fails to provide
a reasonable explanation for such inconsistency, that the board
would even be authorized—rather than required—to prevent en-
forcement of the legislative act in question. In summary, as long
as the Puerto Rico government adheres to the most basic require-
ments of responsible legislating, it is exceedingly unlikely that any
legislative act will ever be reviewed by the board, much less re-
versed. This is a “good government” provision because the Puerto
Rico government should not be enacting legislation without having
a reasonable sense of what its fiscal impact will be.

Section 204(b) also requires precise description. The earlier
version of PROMESA, released as a discussion draft on March
29th, mandated that the oversight board review every contract,
other than “vendor contracts,” proposed to be executed by the Puer-
to Rico government—and did not define the term “vendor con-
tracts.” Given that the Puerto Rico government executes over
100,000 contracts annually, this provision—apart from being objec-
tionable as a policy matter—was infeasible as a practical matter.

Like Section 204(a), Section 204(b) has been substantially im-
proved in H.R. 5287. First, it requires the oversight board to work
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with the Puerto Rico Office of the Comptroller to ensure that gov-
ernment agencies and departments are complying with the existing
Puerto Rico law that requires agencies and departments to main-
tain a registry of all contracts they have executed and to send a
copy of those contracts to the Office of the Comptroller, who pub-
lishes those contracts in an online database searchable by the pub-
lic. This is a positive, pro-transparency measure.

Second, Section 204(b) authorizes—but does not require—the
board to establish a policy to review certain contracts before they
can be executed by the Puerto Rico government to determine
whether they are inconsistent with the certified fiscal plan, thereby
giving the board the discretion to craft a smart, sensible policy. The
bill includes a “Sense of Congress” provision expressing the view
that any policy established by the board “should be designed to
make the government contracting process more effective, to in-
crease the public’s faith in this process, to make appropriate use
of the Oversight Board’s time and resources, to make the territorial
government a facilitator of and not a competitor to private enter-
prise, and to avoid creating any additional bureaucratic obstacles
to efficient contracting.” Compare this to Public Law 104-8, the
District of Columbia Financial Responsibility and Management As-
sistance Act of 1995, which authorized the oversight board to pre-
review every contract proposed to be executed by the District of Co-
lumbia government.

Section 204(b) applies the same reasonable oversight board pro-
cedures applicable to contracts to rules, regulations and executive
orders as well. This is a dramatic improvement over the March
29th discussion draft, which authorized the board to directly issue
rules and regulations, binding upon the people of Puerto Rico, as
if the board were the Puerto Rico government.

Section 205 has also been substantially improved from the March
29th discussion draft. The discussion draft, which was drawn more
or less verbatim from Public Law 104-8, (1) authorized the over-
sight board to submit recommendations to the Puerto Rico govern-
ment regarding steps the government could take to promote finan-
cial stability and management efficiency, (2) required the Puerto
Rico government to respond in writing as to whether it supported
or opposed those recommendations, and then (3) empowered the
board to impose its recommendations over the objection of the
Puerto Rico government so long as the board provided notice to
Congress. Under H.R. 5287, the anti-democratic provision empow-
ering the oversight board to impose its recommendations over the
objection of the Puerto Rico government has been removed. The
board is still authorized to make policy recommendations and to ob-
tain a written response from the Puerto Rico government regarding
whether it will, or will not, implement those recommendations. Sec-
tion 201 does require the fiscal plan put forward by the Puerto Rico
governor to “adopt appropriate recommendations” submitted by the
oversight board under Section 205, but the term “appropriate” pro-
vides the governor with significant flexibility to adopt sound rec-
ommendations and to decline to adopt unsound recommendations.
The goal is for the governor and the board to work together for the
benefit of the people of Puerto Rico, not to have parallel governing
structures.
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Section 208 requires the oversight board to submit a report to
federal and local officials after each Puerto Rico fiscal year describ-
ing what the board has accomplished, how it has spent its funds,
and the improvements that Puerto Rico has made. This section also
requires the governor to submit a report to the oversight board,
which the board must keep confidential, regarding the discre-
tionary tax abatement or tax waiver agreements that the Puerto
Rico government has with certain companies doing business on the
island, providing these companies with a tax rate lower than the
statutory rate.

Section 209 pertains to the termination of the board. The March
29th discussion draft provided that the oversight board would ter-
minate once certain conditions were met, but could “snap back”
into operation if certain triggering events subsequently took place.
Under H.R. 5287, there is no longer a “snap back” provision. The
board will terminate, once and for all, when the specified conditions
are met. In terms of those conditions, the earlier draft required the
Puerto Rico government to (1) have a balanced budget for five con-
secutive years and (2) have regained access to the capital markets
at reasonable interest rates. H.R. 5287 shortens the time period in
(1) to four consecutive years, the same as was required of the Dis-
trict of Columbia in P.L. 104-8.

Section 211 provides that, if the oversight board determines that
one of Puerto Rico’s public pension systems is underfunded, the
board shall conduct an analysis—prepared by an independent actu-
ary retained by the board—of that pension system. The March 29th
discussion draft contained a more ideologically-driven provision
that required the Joint Board for the Enrollment of Actuaries to
analyze Puerto Rico’s public pension systems, but that was drafted
in a way that appeared to encourage the Board’s analysis to reach
certain pre-determined conclusions. That language was removed
and replaced with the current, impartial language of Section 211.

The debt restructuring framework

Taken together, the relevant provisions of H.R. 5278—including
Section 104(i), Section 104(j), Section 201, Section 206, Title III,
Section 405, and Title VI—authorize debt-issuing public entities in
Puerto Rico to restructure their debts in a federal court-supervised
process under certain terms and conditions, if good-faith efforts by
an entity to reach a consensual debt-restructuring agreement with
its creditors have not borne fruit.

Section 405 imposes a stay on all creditor litigation in order to
create a more suitable environment in which debt restructuring ne-
gotiations can occur. The stay lasts from date of enactment through
February 15, 2017 or six months after the date of enactment,
whichever is later. The stay can be extended by up to 75 days if
the oversight board determines such an extension is necessary for
an entity to reach a consensual agreement with its creditors.

As per Section 206, in order for a debt-issuing entity to access
a federal court-supervised restructuring under Title III, the over-
sight board must determine that (1) the entity has made good-faith
efforts to reach a consensual restructuring agreement with credi-
tors, and (2) the entity has made public draft financial statements
and adopted procedures necessary to deliver timely audited finan-
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cial statements. If 5 of the 7 members of the board determine that
these criteria have been met, the board shall provide a certification
and the debt-issuing entity can access Title III.

Good-faith efforts to reach a consensual restructuring agreement
can take different forms, including—but not limited to—use of the
“collective action clause” provisions of Title VI of PROMESA.
Under this process, a debt-issuing entity can reach agreement with
a critical mass of creditors in a particular class or pool (two-thirds
of the owners of the outstanding principal in that pool), and that
agreement can become binding—that is, enforceable by a court—on
“holdout” creditors in the pool. This process will be mediated by the
oversight board, called the “Administrative Supervisor” for pur-
poses of Title VI. The debt-issuing entity can propose a particular
modification to be voted on by creditors, or creditors can propose
a modification that can be accepted by the board on behalf of the
debt-issuing entity. But proposed modifications must meet certain
standards before they can be voted on and accepted. Any voluntary
agreement must be certified by the oversight board before it takes
effect. In general, the board must determine that the debt restruc-
turing agreement provides for a sustainable level of debt and that
it is consistent with the certified fiscal plan.

Once a debt-issuing entity has accessed Title III, the oversight
board—as the representative of the entity—will file the petition to
adjust debts and file the plan of adjustment that proposes par-
ticular treatment for different classes of creditors (bondholders,
government workers, retired government workers, vendors who
have sold goods or services to the government). The board may only
put forward a plan of adjustment that is consistent with the cer-
tified fiscal plan, meaning, among other things, that the plan of ad-
justment must provide “adequate finding” for public pension sys-
tems.

With limited exceptions, the provisions normally applicable in a
proceeding under the federal bankruptcy code will apply to a Title
IIT proceeding under PROMESA.

In order to confirm a plan of adjustment, the federal judge must
determine, among other things, that the plan (1) is feasible and in
the best interests of creditors (which is drawn verbatim from fed-
eral bankruptcy law); and (2) is consistent with the certified fiscal
plan. The fiscal plan, in turn, is required to provide adequate fund-
ing for public pension systems and to “respect the relative lawful
priorities or lawful liens, as applicable, in the constitution, other
laws, or agreements” in effect in Puerto Rico prior to the date of
enactment. This provision does not exempt any creditor from hair-
cuts and simply memorializes what a federal judge would almost
certainly do in any event—that is, look to relative payment prior-
ities set forth in applicable state law when administering a debt re-
structuring process.

In sum, H.R. 5278 gives debt-issuing entities in Puerto Rico
strong but fair tools to restructure their unsustainable debt, ideally
through consensual, out-of-court agreements, but through a court-
supervised process if necessary. It is important to emphasize that
I do not view Puerto Rico and its creditors as adversaries engaged
in a zero-sum conflict where one side’s gain is another side’s loss.
Instead, I regard Puerto Rico and its creditors as passengers on the
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same distressed ship. We are going to sail safely to shore together,
or we are going to sink together.

Labor related provisions

Section 403 relates to the application of the federal minimum
wage in Puerto Rico. This provision, which I oppose, has generated
controversy, and so it is important to understand exactly what the
provision does—and does not—do.

Current federal law allows employers throughout the United
States to pay workers up to age 20, in the first 90 days of employ-
ment, less than the federal minimum wage of $7.25 per hour, but
no less than $4.25 per hour. Section 403 authorizes the governor
of Puerto Rico, with the permission of the oversight board, to allow
island employers to extend the 90-day period to up to 4 years, but
only for Puerto Rico employees hired after the date of enactment.
If the governor does not opt in, this provision has no effect. Once
the oversight board is terminated, this provision is rendered null
and void.

The provision also amends federal law to allow Puerto Rico em-
ployers to extend the subminimum wage provision to workers up
to age 25, rather than up to age 20. Again, this is only for workers
hired after the date of enactment and, again, this provision be-
comes null and void upon the termination of the oversight board.
The Puerto Rico government can simply override this provision by
enacting legislation maintaining the age ceiling age at 20.

In short, if the Puerto Rico government does not want to pay
workers of any age less than $7.25 per hour for any period of time,
it is completely free to take action to ensure that result, by declin-
ing to opt in to one provision (extending the 90-day rule) and af-
firmatively opting out of the other provision (raising the 20-year-
old age ceiling).

More generally, this is a deeply misguided provision, even if it
will not have any practical effect in Puerto Rico. The people of
Puerto Rico are American citizens. Puerto Rico’s economy is part of
the U.S. economy. As federal policymakers, our objective should be
to close the gap between Puerto Rico and the states, not to widen
it. The gap exists precisely because the federal government has
treated Puerto Rico unequally and unfairly over the years, and so
the last thing Congress should be doing is enacting more bills that
treat my constituents unequally and unfairly.

As Sergio Marxuach, the policy director at a Puerto Rico-based
think tank, the Center for a New Economy, explained in detail dur-
ing his testimony before the Senate Committee on Energy and Nat-
ural Resources on October 22, 2015, the application of the federal
minimum wage to Puerto Rico is not the cause of the U.S. terri-
tory’s economic problems and exempting Puerto Rico from the fed-
eral minimum wage is likely to harm, rather than to help, the ter-
ritory’s economy.

The percentage of working-age individuals in Puerto Rico who
are working or seeking work in the formal economy—known as the
labor participation rate—is very low. It currently stands at under
40 percent, compared to a U.S. national average of over 60 percent.
There is a large informal economy in Puerto Rico, meaning many
individuals earn income, but do not pay payroll or income taxes on
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that income and do not accrue benefits like Medicare and Social Se-
curity.

Given the specific situation in Puerto Rico, the goal of federal
and local policymakers should be to enact policies that encourage
island residents, whether they are unemployed or working in the
informal economy, to obtain jobs in the formal economy. Author-
izing employers in Puerto Rico to pay certain workers under the
federal minimum wage would not help achieve this objective.

A recent report by the Puerto Rico Institute of Statistics com-
pared the cost of living in Puerto Rico with approximately 325
urban areas in the United States, and concluded that the overall
cost of living in Puerto Rico—encompassing gasoline, energy, food
and housing—is 13 percent higher than in those jurisdictions. Resi-
dents of Puerto Rico are also required to pay an 11.5 percent sales
tax on most purchases, which is the highest sales tax in the nation.
It is difficult to see how a worker in Puerto Rico could earn under
$7.25 an hour, pay taxes on that income, and still meet his or her
most basic needs. The most likely result of exempting Puerto Rico
from the federal minimum wage would be to discourage individuals
from working in the formal economy, to encourage more individuals
to work in the informal economy, to provide an additional incentive
for individuals to rely upon government assistance programs rather
than to work, and to increase the already-historic level of migration
from Puerto Rico to the states. I am not aware of a single econo-
mist in Puerto Rico who has argued otherwise.

Rather than authorizing employers in Puerto Rico to pay workers
a lower wage, a far more constructive course of action would be for
Congress to include Puerto Rico in the federal earned income tax
credit program and to fully extend the federal child tax credit pro-
gram to the territory, as many economists in the states and Puerto
Rico have proposed. Nearly every individual in the states who re-
ceives a refund check under the EITC and CTC programs does not
earn enough to owe a single penny in federal income taxes, so there
is no reasonable basis to argue that Puerto Rico residents should
not be eligible for these programs because Congress has chosen to
exempt territory residents from certain federal income taxes—the
usual excuse given by policymakers for Puerto Rico’s discrimina-
tory treatment under the EITC and CTC programs.

Section 404 relates to the U.S. Department of Labor’s (DOL’s) ad-
ministrative rule. This rule—which became final on May 18,
2016—increases the salary threshold above which an employee is
exempt from the overtime provision of the Fair Labor Standards
Act (FLSA), raising it from the current $455 per week ($23,660 per
year) to $970 per week ($50,440 per year). Accordingly, executive,
administrative, and professional employees making between $455
and $970 per week are now covered by the overtime provisions of
the FLSA and entitled to overtime pay for hours worked in excess
of 40 per week.

The final DOL rule applies to Puerto Rico employers, even
though the Puerto Rico Secretary of Labor requested an exemption
from this rule and I expressed concern about my inability to obtain
a reasonable estimate about the potential impact of extending the
higher salary threshold to Puerto Rico. My concern was rooted in
the fact that the White House issued a document to members of
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Congress that provides a state-by-state breakdown of how many
workers in each jurisdiction are likely to be affected by the new
rule. As is often the case, however, no breakdown was provided for
Puerto Rico. This document was based on a statistical product
called the Current Population Survey—jointly prepared by the U.S.
Census Bureau and the Department of Labor—that is not con-
ducted in Puerto Rico.

Section 404 will exempt Puerto Rico from the overtime rule.
However, the provision requires the Government Accountability Of-
fice—within two years of the date of enactment—to prepare a re-
port analyzing the economic impact of including Puerto Rico in the
rule. Then, the Department of Labor, using the GAO report and
other relevant information, can certify that including Puerto Rico
in the rule will not have a negative impact on Puerto Rico’s econ-
omy. Upon that certification, Puerto Rico will be included in the
rule. If the certification is not provided, Puerto Rico will continue
to be excluded.

At my request, the provision also includes a “Sense of Congress™
that the Census Bureau and the Department of Labor should con-
duct a study to determine the feasibility of extending the Current
Population Survey to Puerto Rico and the other territories, and
should request the funding from Congress necessary to conduct
that study—about $194,000—if it cannot fund the study with cur-
rent appropriations.

I support Section 404 in its current form.

Puerto Rico’s Political Status

Section 402, included at my request, confirms that nothing in
H.R. 5872 shall be interpreted “to restrict Puerto Rico’s right to de-
termine its future political status, including by conducting the pleb-
iscite as authorized by Public Law 113-76.”

This provision is of critical importance. The American public and
their elected representatives must come to terms with a funda-
mental fact, which is that the main cause of Puerto Rico’s eco-
nomic, fiscal and demographic problems is its undemocratic and
unequal political status. As then-Chairman Ron Wyden and then-
Ranking Member Lisa Murkowski both recognized during their
opening statements at an August 1, 2013 hearing held by the Sen-
ate Committee on Energy and Natural Resources, a clear majority
of voters in Puerto Rico rejected this status in a locally-sponsored
plebiscite held in November 2012. My constituents are now being
governed under an arrangement to which they do not consent.

Puerto Rico’s status as a territory is not an abstract or theo-
retical problem. It is a moral, social and political wrong with crush-
ing practical consequences for the men, women and children I rep-
resent. There will always be some people and politicians who as-
sert, despite overwhelming evidence to the contrary, that Puerto
Rico’s consistent underperformance relative to the 50 states over
the course of many decades has nothing to do with the unequal
treatment that Puerto Rico receives as a territory. There are even
people and politicians who claim that Puerto Rico’s status is an ad-
vantage rather than a disadvantage, though their voices have
mostly gone silent in recent years. These people and politicians can
always be counted on to find some reason why now is not the mo-
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ment to address the issue of status. They are wrong on the merits,
and they are on the wrong side of history. The time has come for
my constituents to have equality in this union or to have independ-
ence outside of it. If Puerto Rico can be compared to a weak and
fragile body, then territory status is its depleted heart. Puerto Rico
has the potential to be strong and stable, but it needs a powerful
new heart.

I look forward to the day when the U.S. citizens who reside in
Puerto Rico, especially the hundreds of thousands of men and
women who have served this nation in the armed forces, can vote
for their national leaders and fully participate in debates over na-
tional policy that affect every aspect of their lives. I look forward
to the day when Puerto Rico will be treated equally as a matter
of right, and does not have to beg this Congress for fair treatment.
I look forward to the day when my constituents have the exact
same rights and responsibilities as my stateside colleagues’ con-
stituents—not better treatment, not worse treatment and not “spe-
cial” treatment.

That new day is just over the horizon. As noted, in a 2012 local
plebiscite, Puerto Rico voters rejected territory status. In that same
plebiscite, more voters expressed a preference for statehood than
for any other status option. Congress responded in January 2014
by enacting an historic law—P.L. 113-76, explicitly referenced in
Section 402 of PROMESA—that authorizes, and appropriates $2.5
million in funding for, the first federally-sponsored status plebiscite
in the 118 years that Puerto Rico has been a U.S. territory. It is
my hope and expectation that, in 2017, the Puerto Rico government
will use this authority to conduct a federally-sponsored, yes-or-no
plebiscite on whether Puerto Rico should be admitted as a state.
In the immediate term, there is much that the Puerto Rico govern-
ment and the federal government should do to help the territory
manage its economic crisis, including—most urgently—swiftly en-
acting PROMESA. However, for Puerto Rico to truly prosper, it
must be treated equally. And to be treated equally, the territory
should become a state.

PEDRO R. PIERLUISI.



ADDITIONAL VIEWS

Puerto Rico’s debt currently exceeds the size of its entire econ-
omy. On June 29th of last year, Puerto Rico’s governor, Alejandro
Garcia Padilla, declared that the Commonwealth’s $70 billion in
debt “is not payable.” According to the U.S. Treasury Department,
“Puerto Rico is already in default.” 1

The island has been “shut out of the municipal bond market for
more than two years and ran out of funding sources traditionally
used to finance government operations more than six months
ago.”2 In February, the Puerto Rico government announced that “it
had substantial doubt about its ability to operate in the long
term.” 3

The situation in Puerto Rico is close to, or has already become,
a humanitarian crisis. Essential services are being cut or reduced.
Schools and hospitals, if not already shuttered, face daily electricity
or water shortages. Because hospitals don’t have money to pay ven-
dors, they are increasingly unable to provide healthcare services.
The Obama Administration has grown increasingly concerned
about Puerto Rico’s ability to “handle a Zika outbreak because of
the island’s health care system challenges.” 4

As a result of the faltering economy, it is estimated that almost
100,000 Puerto Ricans left the island for better opportunities on
the U.S. mainland last year, exacerbating the economic crisis.

H.R. 5278, introduced by Representative Sean Duffy (R—-WI) on
May 18, 2016, would assist Puerto Rico in restructuring $70 billion
in unpayable debt. It is successor legislation to H.R. 4900, also in-
troduced by Representative Duffy on April 12, 2016, as well as sev-
eral discussion drafts released by the Majority.

The bill would create a process for the Commonwealth of Puerto
Rico and the four other U.S. Territories, to restructure their bond
debts under the direction of a seven-member Financial Oversight
and Management Board (“Oversight Board”), which would have
broad powers over the island’s budget and finances. The legislation
specifies that the Oversight Board is not a federal entity.

Members would be appointed to the Oversight Board by the
President, selected from lists submitted by the House Speaker and
Minority Leader, and the Senate Majority and Minority Leaders.
Importantly, an Oversight Board is created for Puerto Rico, leaving
the other Territories with the option to create an Oversight Board
if their Governor and legislatures jointly request such an entity.

1January 15, 2016 letter to Speaker Paul Ryan from Jacob Lew, Secretary of the Treasury
2]d

3Nick Brown, (February 17, 2016). Puerto Rico government cites ‘substantial doubt’ about its
solvency http://www.reuters.com/article/us-usa-puertorico-debt-idUSKCNOVQO045

4Stephanie Amour, (February 18, 2016). Obama Administration Pushes Steps to Aid Puerto
Rico With Zika Virus http://www.wsj.com/articles/obama-administration-pushes-steps-to-aid-
puerto-rico-with-zika-virus-1455843671
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The bill outlines the conditions and methods by which Puerto
Rico’s outstanding debt could be restructured in federal court. The
legislation would also impose a temporary stay on litigation, which
is Cf{itically important, so that the Oversight Board can begin its
work.

Prior drafts granted the Oversight Board far more sweeping au-
thorities, including the power to fine or imprison public employees.
A prior draft also included a provision authorizing conveyance of a
portion of the Vieques National Wildlife Refuge to the Common-
wealth, which was removed.

Previous drafts included language disadvantaging pension bene-
fits in the restructuring process, as well. According to reports, the
Teachers’ Retirement System, together with the Public Employees’
Retirement System, covering almost 330,000 workers and retirees,
are broke, with combined liabilities of $43.2 billion and assets of
just $1.8 billion.

The reported bill requires the Fiscal Plan to “provide adequate
funding for public pension systems,” meaning that the pension sys-
tem must be made solvent enough to fund accrued pension benefits
owed under current law.

Despite these improvements, H.R. 5278 is flawed legislation.

Section 403 expands application of the existing federal submin-
imum wage ($4.25/hr. for the first 90 days of employment) from
covering those under 20 to covering those under 25 in Puerto Rico.
It further extends application of the subminimum wage from 90
days to as long as four years, if the Governor requests the exten-
sion and the Oversight Board approves.

The authority of the Governor to request an extension expires
with the termination of the Oversight Board. The Governor and
local legislature retain the ability to increase the minimum wage
above $7.25 per hour. While the bill prohibits firing employees for
the purpose of replacing them with lower paid workers, Section 403
will only incentivize more workers to leave the island in search of
a more livable wage.

Section 404 directs the Secretary of Labor, using a GAO study
to be completed within 2 years of enactment, to determine if the
new Department of Labor (“DOL”) rule on overtime pay would neg-
atively impact the economy of Puerto Rico, if implemented. The
new DOL rule expands the pay cap for overtime pay eligibility from
$23,660 per year to $47,476 per year. The rule would not apply on
Puerto Rico until the determination is made. Like expanding the
subminimum wage, delaying or potentially blocking new guaran-
f{ees for overtime pay will further depress Puerto Rico’s labor mar-

et.

The Oversight Board’s powers are excessive, including the au-
thority to force compliance with its edicts over local objections and
override local legislative acts that are inconsistent with a required
Fiscal Plan. The bill also gives the Oversight Board further author-
ity to micro-manage Puerto Rico’s budget, potentially leading to
more devastating budget cuts.

Title V allows proposed construction projects to bypass critical
local and Commonwealth-level environmental, public health, and
consumer protections. These protections are not barriers to infra-
structure upgrades and need not be waived. The real problem is ac-
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cess to capital, which will be addressed by the restructuring provi-
sions, and a culture of mismanagement, addressed by a newly-cre-
ated Energy Commission. The only precedent for using the ap-
proach in Title V for energy upgrades in Puerto Rico occurred be-
tween 2010 and 2012 and was an abject failure.

In addition to these harmful provisions, several critical issues are
not addressed in H.R 5278. The bill fails to provide a long-term so-
lution to Puerto Rico’s inadequate Medicaid treatment or allow ac-
cess to the Earned Income Tax Credit (EITC), which would be help-
ful in increasing the island’s meager 45% job participation rate.
H.R. 5278 fails to include any federal stimulus funding or authorize
supplemental funding to address the spread of the Zika virus on
the island.

During Committee consideration of H.R. 5278, Democrats offered
amendments to address some of the troubling provisions outlined
above; these amendments were largely outside the jurisdiction of
this Committee and, therefore, ruled out of order. It is unfortunate
that the three other House Committees to which the bill was re-
ferred appear to have no plans to consider the bill.

Committee Republicans, meanwhile, sought to completely derail
H.R. 5278 through amendments designed to remove or water down
agreed-upon provisions such as the stay on litigation or the auto-
matic Oversight Board for Puerto Rico. These and other poison-pill
amendments were withdrawn or defeated by bipartisan votes.

H.R. 5278 includes extraneous and potentially counterproductive
provisions and does not go far enough in providing protections for
pensioners or a real federal investment in the Commonwealth’s
dying economy.

Measured against an ideal bill, this legislation is flawed. Meas-
ured against the on-going humanitarian crisis in Puerto Rico, how-
ever, this legislation is a workable compromise and necessary.

RAUL M. GRIJALVA,
Ranking Member, Committee on Natural Resources.
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