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The Senate Economic Development & Planning 
Committee opened hearings last week on leg-

islation that seeks to move Puerto Rico in the 
direction taken by 24 states and the District of 
Columbia to mandate an annual minimum per-
centage of power generation from renewable 
sources.

Senate Bill 679’s basic aim is to set compulsory 
minimum percentages of renewable energy gen-
eration for the island, known as a renewable port-
folio standard (RPS). The bipartisan bill, fi led in 
April by Senate President Thomas Rivera Schatz 
and Popular Democratic Party Sen. Alejandro 
García Padilla, is similar to the Fortuño admin-
istration’s Renewable Energy Policy Act. That 
legislation was supposed to be fi led in November, 
but the administration pulled back to iron out con-
cerns about its impact on the Puerto Rico Electric 
Power Authority’s (Prepa) fi nances and its current 
energy system.

The Senate bill calls for a 2% minimum per-
centage for this year that should increase annually 
until a minimum 20% goal is met by 2020. The 
main tool to meet the minimum would be the 
establishment of renewable energy certifi cates 
(RECs) for renewable energy suppliers.

RECs, which would be granted by the Puerto 
Rico Energy Affairs Administration, would rep-
resent proof that one megawatt-hour (MWh) of 
electricity was generated from an eligible renew-
able energy resource. RECs could be sold and 
traded. Under the proposed law, all REC holders 
would be able to sell them to the government of 
Puerto Rico, and agencies would be forced to 
buy RECs unless they prove compliance with 

the minimum percentage of renewable energy 
set for that year.

REC holders would also be allowed to sell them 
to noncompliant renewable energy providers or 
to use them to pay their income taxes. But if they 
choose to sell the RECs to the government, they 
may have to wait until April 30 to receive the 
money unless they trade them for 95% of their 
value in exchange for a 10-day payment.

The value of RECs would vary with the type 
of renewable source used and a system’s capac-
ity. For solar energy systems with a maximum 
capacity of four kilowatts, the value set is eight 
cents per kilowatt-hour (KWh); for those with a 
four-plus kilowatt capacity, the value proposed 
is fi ve cents per KWh in general and six cents 
for Prepa.

Values set in the bill for wind power (eolic) sys-
tems are six cents per KWh for systems of fewer 
than four kilowatts and three cents per KWh for 
systems generating more than four kilowatts.

Under the bill, the government would be able 
to use the purchased RECs to “facilitate compli-
ance” with Environmental Quality Board (EQB) 
rules in newly established industries and tour-
ism-related activities. EQB President Pedro J. 
Nieves Miranda endorsed the bill in testimony 
last week. 

The bill would require a minimum annual allo-
cation of $10 million to the REC program.

A TRIED AND TESTED MODEL
The District of Columbia and 24 states that have 

RPS policies in place account for more than half 
of the electricity sales in the U. S. There is wide 
variation in RPS rules from state to state with 
regard to the minimum requirement of renewable 
energy, implementation timing, eligible technolo-
gies and resources. In California the law is 33% 
renewable by 2020, whereas New York has a 24% 
requirement by 2013. 

There is no federal policy yet. However, in 
Congress the American Clean Energy Leadership 
Act (ACELA), which cleared the U.S. Senate 
Committee on Energy & Natural Resources last 
July, calls for 15% of U.S. electrical generation 
to come from non-hydro renewables by 2021. 
The bill has not reached the U.S. Senate fl oor 
for a vote.

Local Senate Economic Development & 
Planning Committee Chairwoman Norma Burgos 
said she is well aware of this initiative and did 
not rule out recommending that Puerto Rico wait 
for action in Congress before the island enacts its 
own RPS law. She explained that the proposed 
federal law may pre-empt areas covered by the 
local bill. Burgos plans to issue a report on the 
local bill before the current legislative session 
ends in June.

A BILL TO CURB IVU EVASION 
Senate President Thomas Rivera Schatz and fel-

low New Progressive Party Sens. Carmelo Ríos 
and Migdalia Padilla fi led a bill last week that 
would require the Treasury Department to estab-
lish an electronic system that allows the compi-
lation, transmission and analysis of commercial 
transactions.

The purpose of the bill is to curb evasion of the 
sales & use tax (IVU by its Spanish abbreviation), 
which is between 40% to 50%.

To improve IVU collections, the Treasury 
Department has proposed a system built around 
a weekly IVU-Loto, with the winning number 
based on numbers embedded in IVU receipts. The 
idea is to encourage residents to ask for receipts, 
thus ensuring merchants charge the IVU tax and 
send it to the Treasury. That was to have been 
launched in December but was held up by a legal 
dispute among bidders that has been cleared up, 
Gov. Luis Fortuño said last week.

Under the Senate bill, the system will be man-
datory for all points of sale, which means com-
mercial establishments would have to invest in the 
acquisition and installation of a system. Senate 
Bill 1405 also allows municipalities to impose 
similar systems as long as they are compatible 
with the Treasury Department system.

The bill specifi es that the system should guar-
antee that no business would be able to destroy, 
manipulate or falsify the commercial transactions 
data. The bill characterizes violations as a third-
degree felony and mandates $10,000 fi nes that 
could rise to $25,000 for repeat offenders.

The bill orders the Treasury secretary to issue 
regulations in line with the legislation within 
120 days of the bill’s passage. Those regulations 
would have to clear the Senate and House before 
implementation. � 
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The Statehood Party’s 
leadership is driving 

the U.S. House of Represen-
tatives to take up HR 2499, 
“a bill to provide for a feder-
ally sanctioned self-determi-
nation process for the people 
of Puerto Rico.” By means 
of this bill the statehooders 
will have two would-be sen-

ators and seven would-be representatives knock-
ing on the doors of the next Congress seeking 
admission for Puerto Rico as a state of the union. 

This bill does grievous harm to 900,000 Com-
monwealth supporters out of 2 million voters in 
Puerto Rico. It deprives Commonwealth sup-
porters of their right to vote for Commonwealth 
versus statehood or independence.  How will this 
happen?

HR 2499 provides for two plebiscites which 
will be held in Puerto Rico as soon as the bill 
is approved in Congress.  In the fi rst plebiscite, 
statehood and independence voters will join up 
to provide a majority in favor of a change: that is, 
to change the present Commonwealth status to a 
different political status. In the second plebiscite 
statehood will win handsomely because Com-
monwealth will not be on the ballot. Upon that 
victory, the statehood party’s platform calls for 
the implementation of the Tennessee Plan to seek 
statehood. Under this plan, they will elect sena-
tors and representatives who will seek admission 
for Puerto Rico as a state of the union.

As a result of this bill the next Congress will 
have to take up a reckless proposition: whether 
or not to grant statehood to Puerto Rico at this 
point in time. This proposition is reckless be-
cause Puerto Rico’s economy is not on the same 
level of economic development as the economies 
of the states of the union. Recognizing this fact 
the Congress has exempted Puerto Rico from 
federal taxation since 1900. The Foraker Act, the 
Jones Act and the Federal Relations Act, under 
which Puerto Rico has been governed since the 
Spanish-American War, all of them, have fol-
lowed this policy so our economy can mature 
and provide our population with suffi cient jobs 
and an adequate standard of living. 

The Tennessee Plan would usher in statehood 
with federal taxation which will suppress eco-
nomic activity on the island.  Increased feder-
al transfer payments will address social needs 
or infrastructure but they will not provide the 
amount, range and variety of permanent jobs that 
Puerto Ricans need for their personal existence 
and growth or that a healthy society needs to 
provide a good quality of life for all its members.  
The Tennessee Plan will turn Puerto Rico into a 
welfare ghetto.

Will the Congress go along with our tropical 
Tennessee planners? Will it also behave reck-
lessly? One would think not in times like these 
when the President is to put curbs on new fed-
eral expenditures. But one never knows.  HR 
2499 is a “sleeper”; the type of bill that looks 
harmless and does not raise any red fl ags.  Con-
gress does not wake up until it is faced with the 
consequences of its actions.

If the House is not fully aware of the results 
of approving HR 2499, and the Senate follows 
suit, in the next Congress they will have to seri-
ously take up Puerto Rican statehood.  They will 
then have to focus on the economic question 
because in order to grant statehood Congress 
has traditionally required that the proposed state 
should have suffi cient resources to support the 
state government and, at the same time, to carry 

its share of the cost of the federal government.  
This is clearly stated in the House and Senate 
reports recommending statehood for Alaska and 
Hawaii, the last two states to come in to the 
union, both of which paid federal taxes before 
admission to the union. (See House Report No. 
85-624, on Statehood for Alaska, June 25, 1957, 
and Senate Report No. 86-80, on Statehood for 
Hawaii, March 5, 1959.)

Puerto Rico at the present time does not have 
the resources to meet the needs of its own gov-
ernment much less carry its share of the costs 
of the Federal government.  The fact is that dur-
ing the past fi ve years we have been unable to 
emerge from a structural defi cit in our budget 
and our high level of debt bears this out without 
room for discussion.  But there is more. 

In 2008 Puerto Rico’s personal income per 
capita amounted to $14,237, less than half that 
of the poorest state, Mississippi, where per-
sonal income per capita that year amounted to 
$30,399, while the U.S. personal income per 
capita was $40,208.  At the time that Hawaii 
was admitted into the Union its per capita in-
come exceeded that of 22 states.

In November 2009, Puerto Rico’s unemploy-
ment rate rose to 15.9% while Mississippi’s was 
at 9.6%. Most importantly, Puerto Rico’s la-
bor-force participation rate for 2009 was 44.1% 
while Mississippi’s was 57.9% and the U.S.’ 
65.0%.  Puerto Rico’s labor-force participa-
tion rate is one of the world’s lowest and about 
one-third of those employed are government 
workers. 

The number of households under the pov-
erty level is also alarming. More than 50% of 
families on the island live under the level of 
poverty. This fi gure is even more alarming in 
those households led by single women, where 
the poverty level rises to 60.7%.

With 4 million inhabitants and a population 
density of 1,113 persons per square mile, by far 
higher than any state, Puerto Rico has come to 
rely too heavily on federal transfers for its eco-
nomic survival. In 2008, out of a total consoli-
dated budget of $26.6 billion, $5.73 billion, or 
21.5%, came from the federal budget—mostly 
for healthcare, education and low-income hous-
ing. Direct federal payments to individuals in 
Puerto Rico totaled $10.46 billion—mostly by 
way of social-security retirement and disabil-
ity benefi ts and veterans’ pensions and food 
stamps—a 7.6% increase from the previous 
year. This fi gure accounts for more than 20% 
of personal income in Puerto Rico. 

Statehood will dramatically and permanently 
increase this dependency on the Federal govern-
ment. The burdens of federal taxation will stifl e 
economic development. The productive sector 
of our economy will shrink and will not be able 
to provide the jobs needed so that our people 
can live with dignity on this island. A majority 
of our population will become permanent wards 
of the federal treasury.

In order to avoid such dire consequences 
the House should not move forward with HR 
2499.  Instead it should focus on a roadmap 
and a strategy to take Puerto Rico to a level 
of economic development based on jobs in the 
productive sector so that at the proper moment 
it can exercise meaningful self-determination 
by choosing from a position of strength—and 
not from dependency—among the options of 
improved Commonwealth, statehood or inde-
pendence with a reasonable expectation that the 
Congress will agree with the option Puerto Rico 
chooses for its future. �
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Senate president (1969-’72). He was president of the 
Popular Democratic Party for 19 years. Comments on 
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Go to Sign in link on the homepage. Emails also may be 
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Reckless statehood drive

Statehood will dramatically 
and permanently increase this 

dependency on the Federal 
government. The burdens of 

federal taxation will stifle 
economic development. 


