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Mr. BLUMENTHAL, Ms. WARREN, and Mr. BOOKER) introduced the fol-
lowing bill; which was read twice and referred to the Committee on En-
ergy and Natural Resources

A BILL

To provide for the adjustment of the debts of the

Commonwealth of Puerto Rico, and for other purposes.
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Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the “Puerto Rico Stability
Act of 20167,
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Subtitle A—Technical Assistance

SEC. 101. DEFINITIONS.

In this title:

(1) BOARD.—The term “Board” means a Fis-
cal Stability and Reform Board established in ac-
cordance with section 111.

(2) CHIEF FINANCIAL OFFICER.—The term
“Chief Financial Officer” means a Chief Financial
Officer established in accordance with section 112.

(3) COMPLIANT BUDGET.—The term ‘“‘compli-
ant budget” means a budget that is prepared in ac-
cordance with—

(A) modified accerual accounting standards;
and
(B) the applicable Fiscal Plan.

(4)  COVERED  TERRITORIAL  INSTRUMEN-
TALITY.—The term ‘‘covered territorial instrumen-
tality” means a territorial instrumentality des-
ignated by the Board pursuant to section 111(b) to
be subject to the requirements of subtitle B.

(5) COVERED TERRITORY.—The term ‘“‘covered
territory’” means a territory for which a Board has

been established under section 111.
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(6) FiscanL PLAN.—The term “Fiscal Plan”
means a fiscal plan for a covered territory submitted
and approved in accordance with section 113.

(7) GOVERNOR.—The term ‘“Governor’” means
the chief executive of a territory.

(8) LEGISLATURE.—

(A) IN GENERAL.—The term ‘‘legislature”

means the legislative body responsible for enact-
ing the laws of a territory.

(B) ExXCcLUSION.—The term ‘legislature”
does not include Congress.
(9) MODIFIED ACCRUAL ACCOUNTING STAND-

ARDS.—The term “modified accrual accounting

standards” means accounting standards issued by
the Governmental Accounting Standards Board that
recognize—
(A) revenues as they become available and
measured; and
(B) expenditures as liabilities are incurred.
(10) OFFICE.—The term ‘“Office” means an
Office of the Chief Financial Officer established in
accordance with section 112.
(11) TERRITORIAL GOVERNMENT.—The term

“territorial government” means the government of a
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5
covered territory, including each territorial instru-
mentality of the government of the covered territory.
(12) TERRITORIAL INSTRUMENTALITY.—

(A) IN GENERAL.—The term ‘“‘territorial

instrumentality’” means a political subdivision,

public agency, instrumentality, or public cor-

poration of a territory.
(B) EXCLUSION.—The term ‘‘territorial in-
strumentality’” does not include a Board.

(13)  TERRITORY.—The term  “territory”
means—
(A) the Commonwealth of Puerto Rico;

(B) Guam;
(C) American Samoa;
(D) the Commonwealth of the Northern
Mariana Islands; or
(E) the United States Virgin Islands.
SEC. 102. IMPROVING ACCOUNTING AND DISCLOSURE
PRACTICES.

(a) IN GENERAL.—On request of the applicable Gov-
ernor, legislature, or Board (if any), the Secretary of the
Treasury (referred to in this section as the “Secretary’)
may provide technical assistance to a territory that the
Secretary determines to be eligible for technical assistance

relating to fiscal and financial practices.
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(b) INCLUSIONS.—In providing technical assistance

under subsection (a), the Secretary may, in association
with any Federal department or agency or the Federal Re-
serve System, including any Federal Reserve Bank, pro-
vide assistance relating to—

(1) information technology uperades;

(2) improving economic forecasting, including

multiyear fiscal forecasting capabilities;

O o0 9 AN U B~ W

(3) budgeting, tax collection, cash management,

10 and spending controls;

11 (4) ensuring that agencies in the territory use
12 financial systems that are compatible with the sys-
13 tems of other agencies of the territory and Kederal
14 agencies to provide for consistent, timely financial
15 reporting and visibility into expenses;

16 (5) mmproving and expanding economic indica-
17 tors for the territory to make available for the terri-
18 tory the indicators regularly used to track regional
19 conditions on the United States mainland; and

20 (6) such other matters as the Secretary, in con-
21 sultation with the territory, determines to be appro-
22 priate.

23 (¢) AUTHORIZATION OF APPROPRIATIONS.—There

24 are authorized to be appropriated such sums as are nec-

25 essary to carry out this section.
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SEC. 103. PURCHASES BY TERRITORY GOVERNMENT.
Section 302 of the Ommnibus Insular Areas Act of

1992 (48 U.S.C. 1469¢) i1s amended to read as follows:

“SEC. 302. INSULAR GOVERNMENT PURCHASES.

“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.”.

Subtitle B—Fiscal Stability and Re-
form Boards and Chief Finan-
cial Officers

SEC. 111. ESTABLISHMENT OF FISCAL STABILITY AND RE-

FORM BOARD.

(a) REQUEST.—Effective on the date on which the
Governor of a territory signs a resolution adopted by the
legislature of the territory to request the establishment of
a Fiscal Stability and Reform Board under this subtitle,
a Board is established for the territory.

(b) BOARD OVERSIGHT OF TERRITORIAL INSTRU-
MENTALITIES.—

(1) DESIGNATION.—
(A) IN GENERAL.—A Board, at such time
as the Board determines to be appropriate, may

designate a territorial instrumentality as a cov-
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ered territorial instrumentality that is subject

to the requirements of this subtitle.

A Board

(B) BUDGETS AND REPORTS.
may require the Governor or the Chief Finan-
cial Officer of the applicable covered territory to
submit to the Board such annual budgets or
monthly or quarterly reports relating to a cov-
ered territorial instrumentality as the Board de-
termines to be necessary.

(C) INCLUSION IN FISCAL PLAN.—The
Governor of the applicable covered territory
shall include in the applicable Fiscal Plan a de-
sceription of each requirement under section
113(¢) for each covered territorial instrumen-
tality.

(2) EXCLUSION.—

(A) IN GENERAL.—A Board, at such time
as the Board determines to be appropriate, may
exclude any territorial instrumentality of the
covered territory from the requirements of this
subtitle.

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

strumentality.
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(¢) EXEMPTION FROM LIABILITY FOR CLAIMS.—A

Board, and each member of the Board, shall not be liable
for any obligation of, or claim against, the applicable cov-
ered territory resulting from any action of the Board to
carry out this subtitle.

(d) MEMBERSHIP.—

(1) IN GENERAL.—A Board shall consist of 9
members who meet the qualifications described in
paragraph (6), and of whom:

(A) 2 members shall be appointed by the
President in accordance with the requirements
described in paragraph (5).

(B) 2 members shall be appointed by the
Governor of the applicable covered territory.

(C) 1 member shall be appointed by the
chief justice of the highest appellate court of
the applicable covered territory.

(D) 4 members shall be appointed by the
legislature of the applicable covered territory as
follows:

(1) If the legislature has 2 chambers—

(I) T member shall be appointed
by the political party holding the most
seats in the lower chamber of the leg-

islature;
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(IT) T member shall be appointed

by the political party holding the sec-
ond-most seats in the lower chamber
of the legislature;

(ITITI) 1 member shall be ap-
pointed by the political party holding
the most seats in the upper chamber
of the legislature; and

(IV) 1 member shall be appointed
by the political party holding the see-
ond-most seats in the upper chamber

of the legislature.

(1) If the legislature has 1 chamber
(I) 2 members shall be appointed
by the political party holding the most
seats in the legislature; and
(IT) 2 members shall be ap-
pointed by the political party holding
the second-most seats in the legisla-

ture.

CHAIRPERSON.—The member appointed

under paragraph (1)(C) shall serve as the chair-

person of the Board.

*S 2676 IS
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(A) IN GENERAL.—Except for the member
appointed under paragraph (1)(C) and for the
mitial terms of members, each member of the
Board shall be—

(1) appointed for a term of 4 years;
and
(11) eligible for reappointment.

(B) INITIAL TERMS.

(i) For members appointed under
paragraph (1)(A), as designated by the
President at the time of appointment—

(I) 1 member shall be appointed
for a term of 2 years; and

(IT) 1 member shall be appointed
for a term of 4 years.

(1) For members appointed under
paragraph (1)(B)—

(I) both members shall be ap-

pointed to a term to terminate 6

months after the next gubernatorial

election; and

(IT) in the event that the Gov-
ernor of a territory signs a resolution
adopted by the legislature of the terri-

tory to request the establishment of a
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Board under this subtitle within 12

months of the next gubernatorial elec-

tion, both members shall be appointed
to a term of 2 years.

(i) For members appointed under
paragraph (1)(C), the member shall re-
main appointed for the life of the Board.

(iv) For members appointed under
paragraph (1)(D), as designated by the ap-
pointing entity at the time of appoint-
ment—

(I) if the legislature has 2 cham-
bers—

(aa) 1 member shall be ap-
pointed by the political party
holding the most seats in the
lower chamber of the legislature
to a term to terminate 6 months
after the next legislative election
of the applicable territory;

(bb) 1 member shall be ap-
pointed by the political party
holding the second-most seats in
the lower chamber of the legisla-

ture to a term to terminate 6



O o0 N N W BB W

[\© TN NG TN N T NG I NG I N0 B S e e T e e T e T e T T
[ T NG U N N e = NN - BN B o) W ) TR ~S O T NO S e

*S 2676 IS

13

months after the next legislative
election of the applicable terri-
tory;

(c¢) 1T member shall be ap-
pointed by the political party
holding the most seats in the
upper chamber of the legislature
to a term to terminate 30 months
after the next legislative election
of the applicable territory; and

(dd) 1 member shall be ap-
pointed by the political party
holding the second-most seats in
the upper chamber of the legisla-
ture to a term to terminate 30
months after the next legislative
election of the applicable terri-
tory; and

(IT) 1f the legislature has 1 cham-

ber—

(aa) 1 member shall be ap-
pointed by the political party
holding the most seats in the leg-
islature to a term to terminate 6

months after the next legislative
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election of the applicable terri-
tory;

(bb) 1 member shall be ap-
pointed by the political party
holding the second-most seats in
the legislature to a term to ter-
minate 6 months after the next
legislative election of the applica-
ble territory;

(c¢) 1T member shall be ap-
pointed by the political party
holding the most seats in the leg-
islature to a term to terminate
30 months after the next legisla-
tive election of the applicable ter-
ritory; and

(dd) 1 member shall be ap-
pointed by the political party
holding the second-most seats in
the legislature to a term to ter-
minate 30 months after the next
legislative election of the applica-

ble territory.

(4) VACANCIES.—
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(A) IN GENERAL.—Each member shall re-
main appointed as long as the applicable quali-
fications of appointment under paragraph (6)
remain satisfied, except that any member may
be removed by the original appointing entity.

(B) EFFECT.—Any vacancy in the
Board—

(1) shall not affect the powers of the

Board; and

(11) shall be filled in the same manner
as the original appointment by the original
appointing entity as soon as practicable
after the date on which the vacancy occurs,
subject to the approval deseribed in para-

oraph (3).

(C) TERM.—A member appointed to fill a
vacancy shall serve for the remainder of the
term to which the member was appointed.

(5) APPROVAL OF MEMBERSHIP.—A new mem-
ber appointed shall be approved by the full board,
excluding the member that the new member was ap-
pointed to replace.

(6) REQUIREMENTS FOR PRESIDENTIAL AP-

POINTMENTS.
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(A) TIMING; REQUIRED CONSULTATION.—
As soon as practicable after the date on which
a territory submits to the President a resolution
described in subsection (a), and after consulta-
tion with the appropriate committees of Con-
oress and the Governor of the applicable cov-
ered territory, the President shall appoint mem-
bers to the Board under paragraph (1)(A).

(B) REMOVAL.—The President may re-
move a member appointed by the President only

for cause.

(7) QUALIFICATIONS.

(A) IN GENERAL.—An individual meets the
qualifications for membership on the Board if
the individual has knowledge and expertise re-
lating to finance, management, economics, or
the organization or operation of business or
government.

(B) CONNECTION TO COVERED TERRI-
TORY.—Not less than 6 members shall have
knowledge and expertise relating to the history,
socioeconomic circumstances, and heritage of
the applicable covered territory.

(C) RESIDENCE IN COVERED TERRI-

TORY.—Not less than 6 members shall maintain

*S 2676 IS
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a primary residence in the applicable covered
territory.

(D) SPECIAL LIMITATION ON MEMBER-
SHIP.—No current member of the applicable
territory’s legislature shall be eligible to serve
on the Board.

(8) CONFLICTS OF INTEREST.—

(A) IN GENERAL.—An individual ap-

pointed to serve as a member of the Board—
(1) shall be subject to—

(I) the Federal conflict of inter-
est requirements described in section
208 of title 18, United States Code,
except with respect to subsection (b)
of that section; and

(IT) the conflict of interest disclo-
sure requirements under title I of the
Ethics in Government Act of 1978 (5
U.S.C. App.); and
(i1) shall not have any other conflict of

interest relating to the duties of the Board,
including ownership of any debt security
of—

(I) the applicable territorial gov-

ernment; or
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(IT) a territorial instrumentality.

(B) DEFINITION.—For purposes of sub-

paragraph (A)(ii), the term ‘“‘conflict of inter-

est” includes the interests of an organization in

which the individual is serving as officer, direc-

tor, trustee, general partner or employee, or

any person or organization with whom the indi-

vidual is negotiating or has any arrangement

concerning prospective employment.

*S 2676 IS

(C) 3-YEAR RESTRICTION.—

(1) IN GENERAL.—Any individual who
serves as a member of the Board shall not,
during the 3-year period beginning on the
date on which membership on the Board
terminates, knowingly make, with the in-
tent to influence, any communication to or
appearance before any member of the
Board or Chief Financial Officer on behalf
of any other person (except the United
States or a State or local government).

(i1) PENALTY.—Any individual who
violates clause (1) shall be subject to the
penalties described in section 216 of title

18, United States Code.
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(111) VIOLATIONS.—If a member of the

Board is determined to be in wviolation of
the requirements deseribed in subpara-
oraph (A), the member shall be removed
from membership on the Board and may
be subject to additional actions or penalties
set forth under Federal ethics rules.

(e) NO COMPENSATION FOR SERVICE.—KEach mem-

ber of the Board shall—

(1) serve without compensation; and

(2) be allowed travel expenses, including per
diem in lieu of subsistence, at rates authorized for
employees of agencies under subchapter I of chapter
57 of title 5, United States Code, while away from
the home or regular place of business of the member

in the performance of the duties of the Board.

(f) BYLAWS.

(1) IN GENERAL.—AS soon as practicable after
the appointment of all members to the Board, the
Board shall adopt bylaws, rules, and procedures to
covern the activities of the Board under this sub-
title, including procedures for hiring experts and

consultants.
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(2) TREATMENT.—The bylaws, rules, and pro-
cedures adopted pursuant to this subsection shall
be—

(A) public documents; and
(B) on adoption, submitted by the Board
to—
(1) the President; and
(i1) the Governor and legislature of
the applicable covered territory.
(¢) STAFF.—

(1) IN GENERAL.—On the approval of the
chairperson, the Board may appoint such staff as
are necessary to enable the Board to perform the
duties of the Board.

(2) ELIGIBLE INDIVIDUALS.—For purposes of
chapter 11 of title 18, United States Code, and sec-
tion 2635 of title 5, Code of Federal Regulations, or
any successor thereto, the executive director and
other staff employed by the Board shall be consid-
ered employees of an Executive agency (as defined
in section 105 of title 5, United States Code), in-
cluding a member of the staff who is—

(A) a private citizen;
(B) an employee of the applicable terri-

torial government; or
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(C) an employee of the Federal Govern-

ment.

(3) DETAILEES.

(A) FEDERAL EMPLOYEES.—On request of
the chairperson of the Board, the head of a
Federal department or agency may detail to the
Board, on a reimbursable or nonreimbursable
basis, and in accordance with the Intergovern-
mental Personnel Act of 1970 (42 U.S.C. 4701
et seq.), any of the personnel of the department
or agency to assist the Board in the perform-
ance of the duties of the Board.

(B) TERRITORIAL GOVERNMENT EMPLOY-

EES.—On request of the chairperson of the
Board, the head of any department or agency
of the applicable territorial government may de-
tail to the Board, on a reimbursable or nonre-
imbursable basis, any of the personnel of the
department or agency to assist the Board in the
performance of the duties of the Board.
(4) OFFICERS.—

(A) APPOINTMENT.—The chairperson may

appoint to the Board an executive director or

such other officers as the chairperson deter-
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mines to be necessary to assist the Board in the
performance of the duties of the Board.

(B) TERM; PAYMENT.—An executive direc-
tor or officer appointed pursuant to subpara-
oraph (A) shall serve for such period and be
paid such compensation as the Board deter-

mines to be appropriate.

(h) FUNDING.—

(1) IN GENERAL.—The Board—

(A) may use funds provided by the applica-
ble territorial government to ensure sufficient
funds are made available to cover all expenses
of the Board; and

(B) shall submit to the Governor and legis-
lature of the applicable covered territory for in-
clusion in the annual budget appropriations
process of the applicable territorial government
a report desceribing any request and use of
funds provided by the applicable territorial gov-
ernment.

(2) LOCAL FUNDING.—A covered territory shall

designate a dedicated territorial government source
of funding, not subject to subsequent legislative ap-

propriation, sufficient to support the annual costs of
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the Board, as determined by the Board, to carry out
this subtitle.
(1) POWERS.—

(1) HEARINGS.—The Board may, for the pur-
pose of performing the duties of the Board—

(A) hold such hearings, meet and act at
such times and places, take such testimony, re-
ceive such evidence, and administer such oaths
as the Board considers to be appropriate; and

(B) require, by subpoena or otherwise, the
attendance and testimony of such witnesses and
the production of such books, records, cor-
respondence, memoranda, papers, documents,
tapes, and materials as the Board considers to
be appropriate.

(2) ISSUANCE AND ENFORCEMENT OF SUB-

POENAS.

(A) ISSUANCE.—A subpoena issued under
paragraph (1)(B) shall—
(1) bear the signature of the chair-
person of the Board; and
(i1) be served by any person or class
of persons designated by the chairperson to

serve a subpoena under paragraph (1)(B).
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(B) ENFORCEMENT.—In the case of contu-
macy or failure to obey a subpoena issued
under paragraph (1)(B), the United States dis-
trict court for the district in which the subpoe-
naed person resides, is served, or may be found
may issue an order requiring the person—

(1) to appear at any designated place
to testify; or

(i1) to produce documentary or other
evidence.

(C)  NONCOMPLIANCE.—Any failure to
obey the order of a court under this paragraph
may be punished by the court as a contempt of
court.

(3) ENTRANCE INTO CONTRACTS.—The Board,

or any of the staff of the Board on behalf of the
Board, may enter into such contracts as the Board
considers appropriate to carry out the duties of the

Board.

(1) MONITORING AND RECOMMENDATIONS.—

(A) IN GENERAL.—Based on information

provided in a monthly report submitted under
section  112(f)(1)(A), the Board may rec-

ommend to the Governor and legislature of the
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applicable covered territory policy adjustments
that should be made to ensure the expenditures
and revenues of the adopted budget for the ap-
plicable fiscal year are balanced.

(2) IMPROVEMENTS TO OPERATIONAL EFFI-

CIENCY.—

(A) IN GENERAL.—The Board shall work
with the applicable territorial government to im-
prove the operational efficiency of the applicable
territorial government, including the efforts of
the applicable territorial government—

(i) to strengthen financial record-
keeping and reporting;

(i1) to control the number and cost of
government contracts;

(111) to collect and enforce the collec-
tion of taxes;

(iv) to promote economic growth;

(v) to improve Federal erant manage-
ment; and

(vi) to increase the effective use of in-
formation technology.

(B) REPORT.—Within a reasonable period
of time, the Board shall submit to the applica-

ble territorial government a report describing
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recommendations to improve the operational ef-
ficiency of the applicable territorial government,
including efforts described in subparagraph (A).
(3) REVIEW OF BUDGETS; QUARTERLY RE-
PORTS.—

(A) BUDGET PROPOSED BY GOVERNOR.—
(1) SUBMISSION TO BOARD.—The
Governor of the applicable covered terri-
tory shall submit to the Board for review
a proposed budget for each fiscal year, in
consultation with the Chief Financial Offi-
cer and based on the applicable forecast of
revenues submitted by the Chief Financial
Officer, by not later than the earlier of—
(I) the date that is 120 days be-
fore the first day of the fiscal year

covered by the proposed budget; and
(IT) the date that is 60 days be-
fore the date by which the Governor is
required under applicable law to sub-
mit to the legislature of the applicable
covered territory a proposed budget

for the applicable fiscal year.

(1) DETERMINATION OF COMPLIANT

BUDGET.—Not later than the date that is
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15 days after the date on which a Board
receives a proposed budget under clause
(i), the Board shall—

(I) determine whether the pro-
posed budget is a compliant budget;
and

(IT)(aa) if the proposed budget is
a compliant budget—

(AA) approve the compliant
budget; and

(BB) submit the compliant
budget to the legislature of the
applicable covered territory; or
(bb) if the proposed budget is not

a compliant budget, provide to the
Governor of the applicable covered
territory—

(AA) a notice of violation
that includes a description of any
corrective action suggested by the
Board; and

(BB) an opportunity to cor-
rect the violation by requiring the
Governor to submit to the Board

a revised budget by not later
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than the date that is 15 days
after the date on which the notice
of violation under subitem (AA)
is provided.

(1) REVISED BUDGETS.—Not later

than the date that is 7 days after the date
on which the Board receives a revised
budget under clause (ii)(II)(bb)(BB), the
Board shall—

(I) determine whether the revised
budget is a compliant budget in con-
sultation with the Chief Financial Of-
ficer; and

(IT)(aa) if the revised budget is a
compliant budget—

(AA) approve the compliant
budget; and

(BB) submit the compliant
budget to the legislature of the
applicable covered territory; or

(bb) if the revised budget is not
a compliant budget—

(AA) issue a notice of non-

compliance;
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(BB) publicly submit rec-

ommendations of the Board and
the Chief Financial Officer for
adjustments that should be made
to ensure the adopted budget of
the territorial government for the
applicable fiscal year is a compli-
ant budget;

(CC) submit the noncompli-
ant budget to the legislature of
the applicable covered territory
with recommendations of the
Board and the Chief Financial
Officer for adjustments that
should be made to ensure the
adopted budget of the territorial
covernment for the applicable fis-
cal year 1s a complaint budget;
and

(DD) issue a directive that
the legislature shall strive to
adopt the Board’s recommenda-
tions in the budget of the terri-
torial government for the applica-

ble fiscal year.
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(B) BUDGET APPROVAL BY LEGISLA-

TURE.—

*S 2676 IS

(1) IN GENERAL.—The legislature of
the applicable covered territory shall sub-
mit to the Board the budget adopted by
the legislature not later than—

(I) the date that is 30 days be-
fore the first day of each applicable
fiscal year; or

(IT) the date previously approved
in writing by the Board not to exceed
60 days after the first day of the ap-
plicable fiscal year, if a date was ap-
proved in writing.

(i1) DETERMINATION BY BOARD.—Not
later than the date that is 7 days after the
date on which the Board receives an adopt-
ed budget submitted under clause (i), the
Board shall—

(I) determine whether the adopt-
ed budget 1s a compliant budget in
consultation with the Chief Financial
Officer; and

(IT)(aa) if the adopted budget is

a compliant budget, issue a compli-
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ance certification for the compliant

budget; or

(bb) if the budget is not a com-

pliant budget—

(AA) issue a certificate of
noncompliance;

(BB) publicly submit rec-
ommendations of the Board and
the Chief Financial Officer for
adjustments that should be made
to the budget of the territorial
eovernment for the upcoming fis-
cal year to ensure the revenues
and expenditures are consistent
with the Fiscal Plan;

(CC) provide to the Gov-
ernor and legislature of the appli-
cable covered territory a certifi-
cate of mnoncompliance that in-
cludes a description of any rec-
ommendations of the Board and
the Chief Financial Officer for
adjustments that should be made
to the budget of the territorial

eovernment for the upcoming fis-
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cal year to ensure the revenues
and expenditures are consistent
with the Fiscal Plan; and

(DD) issue a directive that
the Governor and the legislature
shall strive to adopt the Board’s
recommendations in the budget
of the territorial government for
the upcoming fiscal year.

(C) QUARTERLY REPORTS.—On receipt of

a quarterly report from the Chief Financial Of-

ficer under section 112(f)(1)(B), the Board

shall—
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(1) conduct a review to determine
whether the actual quarterly revenues and
expenses for the applicable territorial gov-
ernment are in compliance with the appli-
cable approved budget; and

(11) 1if the Board determines that the
actual quarterly revenues and expenses for
the applicable territorial government are
not in compliance with the applicable ap-
proved budget under clause (i), provide to
the Governor recommendations for adjust-

ments that should be made to ensure the
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revenues and expenditures of the adopted
budget of the applicable territorial govern-
ment for the applicable fiscal year are bal-
anced.

(4) ISSUANCE OF DEBT.—No territorial govern-
ment may, without providing prior written and pub-
lic notice to the Board, issue debt or guarantee, ex-
change, modify, repurchase, redeem, or enter into a
similar transaction with respect to the debt of the
territorial government.

(5) AUTHORITY TO REVIEW DISCRETIONARY

TAX WAIVERS.
(A) IN GENERAL.—Not later than the date

that is 180 days after the date of the establish-
ment of a Board under subsection (a), the Gov-
ernor of the applicable covered territory shall
submit to the Board an audited report docu-
menting each outstanding discretionary tax
waiver agreement to which any entity of the ap-
plicable territorial government is a party, in-
cluding each agreement pursuant to which the
applicable entity of the territorial government
waived, changed the due date of, or changed the

amount of taxes due.
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(B) NEW TAX WAIVERS.—Effective on the

date on which a Board is established under sub-
section (a), no new tax waiver agreement may
be executed by the applicable territorial govern-
ment without prior approval of the Board.

(k) TERMINATION OF BOARD.—A Board shall termi-

nate on certification by the Board that—

SEC.

(1) the Board has been in operation for not less
than 3 years and the applicable territorial govern-
ment has adequate access, on an unsecured basis, to
short-term and long-term credit markets at reason-
able interest rates to meet the borrowing needs of
the territorial government using a compliant budget;
or

(2) for not less than 3 consecutive fiscal years
prior to the certification, the expenditures made by
the applicable territorial government for each fiscal
yvear did not exceed the revenues of the territorial
covernment during that fiscal year, using a compli-
ant budget.

112. ESTABLISHMENT OF CHIEF FINANCIAL OFFICER.
(a) ESTABLISHMENT OF OFFICE.—

(1) IN GENERAL.—Effective on the date on

which the Governor of a territory signs a resolution

adopted by the legislature of the territory to request
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the establishment of a Fiscal Stability and Reform
Board under this subtitle, an Office of the Chief Fi-
nancial Officer is established for the territory, which
shall be headed by the Chief Financial Officer of the
territory.

(2) AUTHORITY TO REQUEST.—Effective with
the appointment of the first Chief Financial Officer
under subsection (d), the Chief Financial Officer
may request other offices be consolidated within the
office, subject to the approval of the applicable terri-
tory’s legislature, with the function and personnel of
the offices transferred to the office.

(3) RETENTION OF AUTHORITY.—Notwith-
standing paragraph (2), the applicable territory shall
retain its authority to appoint and remove personnel
and agency heads of consolidated offices.

(4) CONFLICTS OF INTEREST.—

(A) IN GENERAL.—An individual ap-

pointed to serve as a Chief Financial Officer
(1) shall be subject to—

(I) the Federal conflict of inter-

est requirements described in section

208 of title 18, United States Code,

except with respect to subsection (b)

of that section; and
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(IT) the conflict of interest disclo-
sure requirements under title I of the
Ethics in Government Act of 1978 (5
U.S.C. App.); and
(i1) shall not have any other conflict of
interest relating to the duties of the Chief
Financial Officer, including ownership of
any debt security of—
(I) the applicable territorial gov-
ernment; or
(IT) a territorial instrumentality.

(B) DEFINITION.—For purposes of sub-

paragraph (A)(i1), the term ‘“‘conflict of inter-

est” includes the interests of an organization in

which the individual is serving as officer, direc-

tor, trustee, general partner or employee, or

any person or organization with whom the indi-

vidual 1s negotiating or has any arrangement

concerning prospective employment.
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(C) 3-YEAR RESTRICTION.