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Securities Regulation Daily Wrap Up, MUNICIPAL SECURITIES NEWS—
Secretary Lew replies to Sen. Hatch on Puerto Rico debt views, (Jul. 29,
2015)
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By Mark S. Nelson, J.D.

Treasury Secretary Jacob L. Lew told Senate Finance Committee Chairman Sen. Orrin G. Hatch (R-Utah) that
he welcomed the chance for a bipartisan dialog on whether to bring Puerto Rico within the federal bankruptcy
laws so the government there can restructure debts that many now say are unpayable. Lew tried to answer the
senator’s concerns about the administration’s views on how best to deal with Puerto Rico’s debt crisis. Whatever
the eventual solution, individual and hedge fund investors worry about the fate of their investments in Puerto
Rico’s debt.

Representative At Large Pedro Pierluisi’s (D-PR) Puerto Rico Chapter 9 Uniformity Act of 2015 (H.R. 870)
would revise federal bankruptcy laws to add Puerto Rico to the definition of “state” in order to let Puerto Rico’s
government to decide if its municipalities can reorganize under Chapter 9 of the U.S. bankruptcy code. Tom
Marino (R-Pa), chairman of the House Judiciary Committee’s Subcommittee on Regulatory Reform, Commercial
and Antitrust Law, noted at a February hearing that the bill could fill the legal void left when a federal court in
Puerto Rico struck down a related Puerto Rico law.

Senators Charles E. Schumer (D-NY) and Richard Blumenthal (D-Conn) recently introduced a companion bill in
the Senate. “Creditors, investors, ordinary citizens, all will be harmed if the Congress fails to act. This measure is
not a bailout – involving not a dime of federal funds. It enables an orderly, rational restructuring of debt, instead
of a financial free for all and potential free fall,” said Sen. Blumenthal.
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