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(A) deemed to be approved by the Gov-
ernor;

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

(C) in full force and effect beginning on the
first day of the applicable fiscal 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 Budget for the
territory or territorial instrumentality for that
fiscal year.

(Pub. L. 114-187, title II, §202, June 30, 2016, 130
Stat. 566.)

§2143. 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 expendi-
tures, and cash flows of the territorial govern-
ment for the preceding quarter, as compared
to the projected revenues, 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 include a balance
sheet or a requirement that the Governor pro-
vide information for each covered territorial
instrumentality separately.

(b) Initial action by Oversight Board

(1) In general

If the Oversight Board determines, based on
reports submitted by the Governor under sub-
section (a), independent audits, or such other
information as the Oversight Board may ob-
tain, that the actual quarterly revenues, ex-
penditures, or cash flows of the territorial
government are not consistent with the pro-
jected revenues, expenditures, or cash flows
set forth in the certified Budget for such quar-
ter, the Oversight Board shall—

(A) require the territorial government to
provide such additional information as the
Oversight Board determines to be necessary
to explain the inconsistency; 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 appro-
priate, advise the territorial government to
correct the inconsistency by implementing
remedial action.

(2) Deadlines

The Oversight Board shall establish the
deadlines by which the territorial government
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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 applica-
ble deadline under subsection (b)(2), the Over-
sight Board shall certify to the President, the
House of Representatives Committee on Nat-
ural Resources, the Senate Committee on En-
ergy and Natural Resources, the Governor, and
the Legislature that the territorial govern-
ment is inconsistent with the applicable cer-
tified Budget, and shall describe the nature
and amount of the inconsistency.

(2) Correction

If the Oversight Board determines that the
territorial government has initiated such
measures as the Oversight Board considers
sufficient to correct an inconsistency certified
under paragraph (1), the Oversight Board shall
certify the correction to the President, the
House of Representatives Committee on Nat-
ural Resources, the Senate Committee on En-
ergy and Natural Resources, the Governor, and
the Legislature.

(d) Budget reductions by Oversight Board

If the Oversight Board determines that the
Governor, in the case of any then-applicable cer-
tified Instrumentality Budgets, and the Gov-
ernor 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—

(1) with respect to the territorial govern-
ment, other than covered territorial instru-
mentalities, make appropriate reductions in
nondebt expenditures to ensure that the ac-
tual quarterly revenues and expenditures for
the territorial government 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 instru-
mentalities at the sole discretion of the Over-
sight Board—

(A) make reductions in nondebt expendi-
tures to ensure that the actual quarterly
revenues and expenses for the covered terri-
torial instrumentality are in compliance
with the applicable certified Budget or, in
the case of the fiscal year in which the Over-
sight Board is established, the budget adopt-
ed by the Governor and the Legislature or
the covered territorial instrumentality, as
applicable; or

(B)(i) institute automatic hiring freezes at
the covered territorial instrumentality; and

(ii) prohibit the covered territorial instru-
mentality from entering into any contract
or engaging in any financial or other trans-
actions, unless the contract or transaction
was previously approved by the Oversight
Board.



§2144

(e) Termination of Budget reductions

The Oversight Board shall cancel the reduc-
tions, hiring freezes, or prohibition on contracts
and financial transactions under subsection (d)
if the Oversight Board determines that the terri-
torial government or covered territorial instru-
mentality, as applicable, has initiated appro-
priate measures to reduce expenditures or in-
crease revenues to ensure that the territorial
government or covered territorial instrumen-
tality is in compliance with the applicable cer-
tified Budget or, in the case of the fiscal year in
which the Oversight Board is established, the
budget adopted by the Governor and the Legisla-
ture.

(Pub. L. 114-187, title II, §203, June 30, 2016, 130
Stat. 568.)

§2144. 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 busi-
ness days after a territorial government duly
enacts any law during any fiscal year in which
the Oversight Board is in operation, the Gov-
ernor 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 para-
graph (1) the following:

(A) A formal estimate prepared by an ap-
propriate entity of the territorial govern-
ment with expertise in budgets and financial
management of the impact, 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 cer-
tification of such finding.

(C) If the appropriate entity described in
subparagraph (A) finds that the law is sig-
nificantly inconsistent with the Fiscal Plan
for the fiscal year, it shall issue a certifi-
cation of such finding, together with the en-
tity’s reasons for such finding.

(3) Notification

The Oversight Board shall send a notifica-
tion to the Governor and the Legislature if—
(A) the Governor submits a law to the
Oversight Board under this subsection that
is not accompanied by the estimate required
under paragraph (2)(A);

(B) the Governor submits a law to the
Oversight Board under this subsection that
is not accompanied by either a certification
described in paragraph (2)(B) or (2)(C); or

(C) the Governor submits a law to the
Oversight Board under this subsection that
is accompanied by a certification described
in paragraph (2)(C) that the law is signifi-
cantly inconsistent with the Fiscal Plan.
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(4) Opportunity to respond to notification

(A) Failure to provide estimate or certifi-
cation

After sending a notification to the Gov-
ernor 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 accordance with
such procedures as the Oversight Board may
establish.

(B) Submission of certification of significant
inconsistency with Fiscal Plan and Budg-
et

In accordance with such procedures as the
Oversight Board may establish, after send-
ing a notification to the Governor and Legis-
lature under paragraph (3)(C) that a law is
significantly inconsistent with the Fiscal
Plan, the Oversight Board shall direct the
territorial government to—

(i) correct the law to eliminate the in-
consistency; or

(ii) provide an explanation for the incon-
sistency 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, consistent with this chap-
ter, to ensure that the enactment or enforce-
ment of the law will not adversely affect the
territorial government’s compliance with the
Fiscal Plan, including preventing the enforce-
ment or application of the law.

(6) Preliminary review of proposed acts

At the request of the Legislature, the Over-
sight Board may conduct a preliminary review
of proposed legislation before the Legislature
to determine whether the legislation as pro-
posed would be consistent with the applicable
Fiscal Plan under this subtitle,! except that
any such preliminary review shall not be bind-
ing on the Oversight Board in reviewing any
law subsequently submitted under this sub-
section.

(b) Effect of approved Fiscal Plan on contracts,
rules, and regulations
(1) Transparency in contracting

The Oversight Board shall work with a cov-
ered territory’s office of the comptroller or
any functionally equivalent entity to promote
compliance with the applicable law of any cov-
ered territory that requires agencies and in-
strumentalities of the territorial government
to maintain a registry of all contracts exe-
cuted, 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 establish policies
to require prior Oversight Board approval of

1See References in Text note below.
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