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PUERTO RICO OVERSIGHT, MANAGEMENT AND ECONOMIC
STABILITY ACT

Puerto Rico, a territory of the United States, borders on full scale economic collapse.
The Island’s state-run economy is hopelessly inefficient. The government has amassed
over $118 billion in debt in the form of bonds and unfunded pension liabilities. They
have failed to produce audited financial statements for two years. Today, the
government is incapable of fulfilling basic services to its citizens as quality of life
worsens. Puerto Rico has already defaulted on portions of its debt including millions
on May 2,2016. On July 1, the Island is likely to default on an additional $2 billion
including $800 million of constitutionally backed general obligation debt. The Puerto
Rican government recently enacted a debt payment moratorium, authorizing the
Governor to unilaterally suspend payments on all debt obligations. Impending defaults
will result in mass litigation paralyzing the territory’s institutions, worsening current
conditions and threatening the investments of American citizens on the Island and
the mainland.

The Puerto Rico Oversight, Management and Economic Stability Act (PROMESA) will
bring lawful order to chaos in Puerto Rico and mitigate a looming humanitarian crisis.
The Act will institute fiscal and economic reforms to promote growth and ensure the
Island meets its credit obligations. PROMESA will restore the rule of law and protect
the lawful rights of the Island’s investors. The underlying goal of PROMESA is to bring
solvency to Puerto Rico, build a foundation for future growth and ensure the Island
regains access to capital markets.
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PROMESA : KEY CHANGES AND PROVISIONS
ENFORCEMENT OF FISCAL PLANS:

PROMESA'’s Fiscal Plans are the cornerstone of the Act. They are the chief enforcement
tool for the Oversight Board to ensure accountability in the territory and its institutions.
The Oversight Board has exclusive control to ensure the Fiscal Plans are enacted and
enforced, and that all necessary reforms are undertaken so the Island attains fiscal
solvency and regains access to capital markets.

OVERSIGHT BOARD ENFORCEMENT & GOVERNMENT REFORMS:

The Oversight Board has the authority to enforce balanced budgets and government
reform if the territory fails to do so. The new PROMESA includes provisions to bolster
these authorities including:

1 The authority to force the sale of government assets and establish efficiencies
that consolidate agencies and reduce workforce.

1 The reaffirmation that PROMESA holds supremacy over any territorial law or
regulation that is inconsistent with the Act or Fiscal Plans.

OVERSIGHT BOARD ENFORCEMENT & FINANCIAL STATEMENTS:

The Oversight Board has the authority to seek audited financial statements from the
government of Puerto Rico at all levels. PROMESA includes refinements to improve
these authorities including:

1 The authority to conduct hearings, request information from the territory and
issue subpoenas.

1 The imposition of criminal penalties for knowingly providing false and
misleading information, or refusing or failing to take any action ordered by the
Board.

OVERSIGHT BOARD ENFORCEMENT & ECONOMIC GROWTH:

The Oversight Board has the authority to enforce actions to promote financial stability
and economic growth including:

1 The authority to prevent the execution of legislative acts, executive orders,
regulations, rules and contracts that undercut economic growth initiatives or
violate the Act.

1 The requirement that the territory score their legislation to estimate costs - an
activity not currently performed by the government.

PROTECTING PROPERTY RIGHTS & LAWFUL PRIORITIES:

The new PROMESA includes additional language and provisions to further clarify the
relative lawful priorities and lawful liens as provided for in the Puerto Rican
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Constitution and other laws, and to promote voluntary negotiations and further
protect property rights.

1 Any adjustment of debts must "respect the relative lawful priorities or lawful
liens, as may be applicable, in the constitution, other laws, or agreements of a
covered territory... in effect prior to the date of enactment of this Act" and must
be "in the best interest of the creditors."

1 Provisions to reiterate the promotion of voluntary restructuring agreements and
explicitly honor voluntary agreements that are already in place.

1 New language to prohibit inter-debtor transfers, thereby disallowing the
Governor from executing any budgetary adjustment between the enactment of
this Act and the appointment of the Oversight Board.

1 PROMESA creates a firewall between the constitutionally protected creditor
hierarchy and pensions in the development of Fiscal Plans.

1 The Actincludes a stay on litigation intended to create an environment for
consensual negotiations with creditors - not to encourage otherwise avoidable
defaults. This will also allow the Oversight Board to begin the process of
obtaining audited financial statements from the Government.

1 To ensure property rights are protected, a court may provide relief from the stay
in order to prevent irreparable damage. Further, to the extent the Oversight
Board deems it is feasible, Puerto Rico and its instrumentalities are required to
make scheduled interest payments during any stay.

ECONOMIC GROWTH & INFRASTRUCTURE:

PROMESA provides for accelerated processes for the review and permitting of
infrastructure projects designated as “Critical Projects.”

9 Puerto Rico, if measured as its own country, is currently ranked 135 out of 189
countries in the world in efficiencies for obtaining a construction permit. Title V
significantly expedites the permitting process for infrastructure projects to
address this weakness.

1 This title also encourages expedited federal reviews - to the extent there is a
federal nexus.

1 Inthe new PROMESA, additional language has been added to allow Puerto
Rican residents to submit comments on energy infrastructure projects.

ECONOMIC GROWTH & LABOR REFORM:

1 PROMESA prevents the U.S. Department of Labor's proposed 113% increase in
the individual salary threshold to qualify as exempt from federal overtime pay
requirements from impacting Puerto Rico.
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ECONOMIC GROWTH & MINIMUM WAGE:

1 PROMESA grants the Governor the authority to designate a time period no
greater than five 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. The provision will raise the maximum age of
applicability from 20 to 25.

ECONOMIC GROWTH & SMALL BUSINESS:

1 The new PROMESA requires the Government Accountability Office to conduct a
report on the application and utilization of contracting activities of the Small
Business Administration related to the HUB Zone program.

ECONOMIC GROWTH - PUERTO RICO GROWTH TASKFORCE:

1 The new PROMESA establishes a bipartisan, bicameral Congressional Task Force
to provide a report no later than December 31, 2016 regarding impediments in
current Federal law and programs to economic growth in Puerto Rico,
recommended changes to Federal law and programs that would spur
sustainable, long-term growth, and additional information as deemed
necessary.
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SUPPORT AND OUTSIDE COMMENTARY

Since the release of the Committee’s earliest version of PROMESA, groups around the
country and on the Island have supported the PROMESA framework including:

T

Pacific Investment Management Company: “‘PROMESA represents a
responsible framework for managing the unavoidable restructuring of Puerto
Rico’s debt and other liabilities.”

Council for Citizens Against Government Waste: “This legislation creates an
essential mechanism to thwart a taxpayer bailout of Puerto Rico’s fiscal
failures.”

Securities Industry and Financial Markets Association: PROMESA “will create
a comprehensive solution to aid Puerto Rico’'s economic recovery, improve the
island’s financial position, and prevent Puerto Rico’s situation from leading to
higher permanent borrowing costs for other municipal issuers.”

Americans for Tax Reform: PROMESA “creates a strong oversight board to
manage Puerto Rico’s fiscal crisis. The Oversight Board is clearly the better
outcome..™

Associated General Contractors of America - Puerto Rico Chapter:
‘PROMESA will undoubtedly provide Puerto Rico with the necessary structure
and immediate credibility to quickly address the most fundamental budgeting,
cost-control, and efficiency and transparency requirements of a fair and
equitable government.”™

More support can be found on our webpage at <http://1.usa.gov/IWNZ8vZ> from
organizations including:

1
il
1

=a

National Association of Home Builders - Puerto Rico Chapter

Jubilee USA Network

National Association of Counties, National League of Cities, U.S. Conference of
Mayors, Government Finance Officers Association, International City/County
Management Association

National Review

Janney Fixed Income Strategy

Tea Party Forward

! Pacific Investment Manaiement Comﬁani. <httﬁ:iﬁbit.lii ZmN5ot>,
2

HOUSE COMMITTEE ON
ROLN | NATURAL RESOURCES


http://1.usa.gov/1WNZ8vZ
http://bit.ly/1ZmN5ot














































