
Ollas Lifetime
www.ollaslifetime.com 

St. James Security Services
www.stjamessecurity.com 

Hospital Menonita
www.hospitalmenonita.com

Green Coffee Cigarettes 
www.greencoffeecigarettes.com

BMF Distilled Water Plant
www.bmfwater.com

Medicare y Mucho Más
www.medicareymuchomas.com

Banco Gubernamental de Fomento
www.bgfpr.com

Sistema Universitario Ana G. Méndez 
www.suagm.com

Condado Travel Agency
www.condadotravel.com 

Ileana Irvine – Skin Care Center
www.ileanairvine.com 

Offi ce of the Controller of Puerto Rico 
www.ocpr.gov.pr
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to reduce the costs, but the projects 
have to be fi nancially viable. It is 
no panacea,” said Manuel Morales, 
chief developer of the Lincoln Center 
Plaza parking and offi ce complex in 
Caguas.

The project was completed a year 
ago with a total investment of more 
than $22 million, according to the 
Caguas municipal government. The 
Treasury Department already granted 
around $12 million in Law 212 tax 
credits for the project, which is near 
City Hall.

“The economics of doing business 
in urban centers are very different 
from suburban areas. Urban centers 
are economically depressed areas, 
they lack the economic strength of 
suburban areas. Constructing is com-
plex there, spaces are limited, power 
and water infrastructure poor,” Mo-
rales said. 

“So, the types of projects that can 
be developed are limited. If you want 
to develop a parking lot, as I did, it 
can be diffi cult because what you can 
charge is limited. If you want to de-
velop a housing project, you have to 
come up with the right target price,” 
he said.

“Law 212 credits help, they lower 
the bar. As you reduce costs you can 
charge less for a parking space or 
you can lower the selling prices of 
an apartment building, but your proj-
ect has to be fi nancially viable for the 
area where it would take place. It is 
not a panacea,” Morales concluded.

AN ECONOMIC REPORT
A civic group called Alliance of 

Professionals from the South (or 
Alianza Pro Sur) produced a re-
port concluding that for each dollar 
granted in Law 212 tax credits, the 
economy receives a $1.18 infusion as 
the projects create jobs and stimulate 
the economy in other ways like buy-
ing construction materials and paying 
architects, engineers, contractors and 
taxes. According to the study, gov-
ernment coffers get back 27 cents of 
every Law 212 tax-credit dollar.

The report was produced to as-
sess the importance of Law 212 
incentives.

“If that is what it says, then the net 
loss is 73 cents,” said Treasury De-
partment Assistant Secretary for Le-
gal Affairs Berenice Belotti. �
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Top: Puerta de la Bahía, at the corner of Palmer and Cerra streets, Santurce
 

Middle left:  Old Harbor Brewery Steak & Lobster House, at the corner of Recinto Sur and Tizol streets, Old San Juan
Middle right: Hotel Chateau Cervantes, on Recinto Sur Street, Old San Juan 

Bottom left: San Jorge Hospital parking building, between Del Parque and San Jorge streets, Santurce
Bottom right: Gallery Plaza, at the corner of De Diego and Loíza streets, Santurce 
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marino@caribbeanbusinesspr.com,
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Intent on jump-starting the island 
economy, Gov. Luis Fortuño’s 
administration is expected to re-

turn to Wall Street to raise an addi-
tional $1.75 billion that should drive 
local capital improvements and eco-
nomic development projects. 

The administration will raise more 
than $1 billion through a Puerto Rico 
Sales Tax Financing Authority (Co-
fi na by its Spanish acronym) bond is-
sue and a new low-cost federal bond 
program offers the possibility of a 
$750 million issue to fi nance school 
construction projects. 

The money will come on top of 
about $6.1 billion in federal econom-
ic-stimulus funds under the Ameri-
can Recovery & Reinvestment Act 
(ARRA), more than half of which 
will pour into the economy over the 
next 10 months, a $500 million lo-
cal economic-stimulus package and 
about $2 billion the government has 
on hand from previous borrowing.

The administration is also in hot 
pursuit of billions more in federal 
funding, both in increased healthcare 
funds as well as perhaps up to $2 bil-
lion in federal Troubled Asset Relief 
Program (TARP) or Legacy Loan 
funding, which could help an ef-
fort being designed by Government 

Development Bank President Carlos 
García to launch a program to help 
local banks rid their balance sheets 
of troubled loans so they can return 
to robust lending.

“The people of Puerto Rico and the 
business community are looking for 
short-term results and the results will 
be there. It’s my commitment.” For-
tuño told CARIBBEAN BUSINESS. 
“Puerto Rico’s economic reconstruc-
tion and recovery process has begun. 
I have absolute confi dence that we 
will progress, and nobody should 
have any doubts about it.

“I have no doubt that with the 
actions we have taken, our econo-
my will improve, our people will 

overcome and we now can aspire 
again to a future of progress and 
well-being,” the governor added.

The governor has reason to be 
optimistic. Puerto Rico’s economy 
will receive an injection of about $13 
billion, when the federal and local 
stimulus packages and Wall Street 
offerings are included.

This investment, nearly equal to 
the annual direct federal funding re-
ceived by Puerto Rico, is expected 
to get the economy going again and 
begin creating what the administra-
tion says will be 125,000 jobs over 
the next four years. By 2017, the ad-
ministration expects 260,000 jobs to 
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Puerto Rico ready to return to market
With an added $13 billion economic injection, 

Fortuño confi dent of full recovery 

Gov. Luis Fortuño, fl anked by Government Development Bank President Carlos García and Economic Development & Commerce Secretary 
José Ramón Pérez-Riera, says Puerto Rico is open for business.
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be created, which will stabilize the 
unemployment rate at around 10%.

Meanwhile, the capital-improve-
ments program of the common-
wealth’s fi ve main public corpora-
tions will add up to $1.250 billion 
during the current fi scal year, which 
should create nearly 18,750 direct 
construction jobs and some 10,000 
indirect jobs, according to Planning 
Board estimates. 

“We have avoided an economic 
collapse. Now we are positioned to 
grow and look to a brighter future. 
That is what we will be focusing on, 
growing the economy and improving 
the quality of life of the people in 
concrete ways such as improvements 
in basic infrastructure, better roads 
and lower energy costs,” Fortuño 
said. “We will see a dramatic change 
and improvement in economic con-
ditions in the near future.”

The governor told CARIBBEAN 
BUSINESS the seeds of economic 
growth have been planted, and the 
island economy will grow by 0.7% 
this fi scal year after falling off a 
precipice last year, shrinking by 
5.5%—a historic drop. This year’s 
growth estimate does not account 
for an extra $1 billion in federal-
stimulus funds, nor the money the 
administration will now raise on 
Wall Street.

Instead, it is based on a net $576 

million government investment this 
fi scal year after the negative impact 
of last week’s layoffs and other cuts 
to government spending. This net 
positive impact could be expanded 
with the investment of the additional 
$1.75 billion the government is in-
tent on making. While the layoffs 
and the reduced government spend-
ing necessary to improve public 
fi nances have a negative economic 
effect, the actions the administration 
is taking to boost economic growth 
and the investments have more than 
made up for it.

While Puerto Rico’s economy 
grew by 5% during the 1950s, by 
6.9% during the 1960s, 3.7% during 
the 1970s, 1.8% during the 1980s, 
and 2.8% during the 1990s, it con-
tracted by 0.2% since 2000—a lost 
decade, according to Planning Board 
fi gures. 

The lost economic growth during 
the administrations of former Gov. 
Sila Calderón and former Gov. Ani-
bal Acevedo Vilá occurred as the 
Puerto Rico government failed to 
live up to its promises to Wall Street, 
and the investment community lost 
faith in the island government. Since 
2001, Standard & Poor’s has down-
graded Puerto Rico credit from A (a 
rating it had since 1983) to BBB-, 
while Moody’s has downgraded it 
from Baa1 to Baa. The island is just 
one step away from the non-invest-
ment grade (junk bond) rating.  

“By this administration keep-
ing our commitment to investors, 
we were able to raise $5.5 billion 
through Cofi na bonds this year and 
will be able to go to the bond market 
to raise an additional $1.7 billion. 
That has been achieved by keeping 
our commitment to balance our bud-
get,” García said.

With the U.S. economy starting to 
recover, and the infl ux of new mon-
ey, administration offi cials say they 
have no doubt that Puerto Rico will 
rise out of its recession, fully recov-
ering by the end of this fi scal year 

and returning to sustained growth in 
2011 and beyond.

A BIGGER PUSH FOR THE 
ECONOMY

“We are ready to go to market im-
mediately,” said GDB chief García.

He believes the government can 
issue “more than $1 billion” in Co-
fi na bonds if market conditions are 
favorable. 

Meanwhile, through an ARRA-re-
lated stimulus program, the federal 
government is offering 15-year, in-
terest-free qualifi ed school construc-
tion bonds for school improvements. 
García said Puerto Rico has a $750 
million allocation and the admin-
istration is analyzing what agency 
or public corporation would have 
the borrowing capacity to fl oat the 
bonds, but the Infrastructure Financ-
ing Authority is one candidate. 

“The investment would be signifi -
cant,” García said. “We have done 
most of what we have to on the fi s-
cal side. Now we are concentrating 
on growth. We are trying to rally the 
private sector now.” 

Not only does García feel comfort-
able returning to market, he expects 
an upgrade down the road as Puerto 
Rico continues to comply with its 
obligations. 

“We are talking to the rating agen-
cies, and if there is something that 
has gained the trust of the ratings 
agencies and the investors it is that 
we have done what we have com-
mitted to do. We committed to the 
plan, and the plan is being executed,” 
García said. “In a few years, our rat-
ing will deserve an upgrade. That is 
what we are working toward.” 

With last week’s public-employee 
layoffs—a net of more than 16,000, 
about half of original projections—
the administration has achieved 60% 
of its goal to cut annual spending this 
fi scal year by $2 billion. Still only 
in the fi rst quarter of the fi scal year, 
offi cials are confi dent the rest can be 
covered through increased tax col-
lections, expected savings through 
renegotiations of Health Reform in-
surance contracts and a government 
reform that aims to reduce 30% of 
government agencies.

The broken promises of previous 
administrations to Wall Street credit- 
rating agencies are the main reason 
Puerto Rico’s general obligation 
(GO) government bonds are just one 
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We lost the first decade of the 21st Century.
 We can’t lose another!

“The lost 

decade”

We have lost a decade of economic growth

Source: Puerto Rico Planning Board

Gov. Luis Fortuño

without Law 212 a project like Gal-
lery Plaza in San Juan would not have 
been fi nancially viable because the 
market value of the fi nished product 
would not justify the investment. Law 
212 tax incentives helped lower the 
costs and make the project a go.

“Law 212 is a vital part of our proj-
ect,” McClosky said.

Swiss Chalet’s investment in Gal-
lery Plaza topped $78 million, accord-
ing to data from the San Juan munici-
pal government. The fi rm requested 
more than $70 million in Law 212 
tax benefi ts.

‘LAW 212 HAS GOOD INTENTIONS, 
BUT HAS LENT ITSELF TO ABUSES.’
Law 212 detractors, however, ques-

tion whether such generous tax cred-
its make for sound public policy when 
the government’s coffers are suffer-
ing the results of a fi scal crisis and a 
stagnant economy.

Deputy Treasury Secretary Blanca 
Álvarez acknowledged her own con-
cerns about Law 212. She said that 
some requests for Law 212 incentives 
have been for changing kitchen cabi-
nets or fi xing a bathroom.

“I think that Law 212 has good in-
tentions, but has lent itself to abuses 
in the past,” she said.

Álvarez also noted that Law 212, 
unlike other tax-incentive laws, does 
not cap credits (except temporarily 

under Law 7) and does not give much 
power to the Treasury Department in 
the decision-making process.

Rivera, the mayor of Bayamón, 
defended the Treasury Department’s 
push to limit Law 212 tax credits.

“With the current economic situa-
tion, the Treasury Department can’t 
grant tax credits to every single proj-
ect done under Law 212 provisions. 
The government simply can’t afford 
it. To think the opposite is unreason-
able. Those tax credits have to be 
limited,” he said.

Rivera also said there is a need 
to look for alternative ways to at-
tract urban-renewal projects besides 
Law 212. As examples, he said mu-
nicipalities can grant exemptions on 
its business permit taxes (patentes) 
and on construction, donate the land 
where the construction would take 
place or even seek federal funding 
for housing rehabilitation.

“All these alternatives reduce con-
struction costs, as does Law 212,” he 
said.

“But it is also important that de-
velopers adjust their projects to the 
realities of urban centers, that they 
construct housing projects that can be 
sold afterwards. By doing that, they 
should reduce the dependence on 
government subsidies,” he added. 

‘IT HELPS, BUT IT’S NO PANACEA.’
“Law 212 helps to lower the bar, 
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A four-apartment residential complex, right, under construction on what 
used to be an empty land parcel, left, in Ponce’s Alhambra neighborhood.

An 11-unit, social-interest apartment complex, right, built on an 
abandoned land parcel, left, on the corner of Victoria and Miramar streets,

 in Ponce’s downtown area.

Left: Excelsior Tower, at Ponce de León Avenue, Miramar

The Lincoln Center Plaza parking and offi ce complex built near
 Caguas City Hall.



would have been possible without 
Law 212 tax incentives.

“During the past decades we have 
all seen how our urban centers have 
become less inhabited and less se-
cure, abandoned by commerce and 
too often stuck in time. Ponce hasn’t 
been the exception to this trend,” the 
New Progressive Party mayor said. 
“As we confront this scenario, it is 
not just necessary but urgent for both 
the municipal and central govern-
ments to look for alternatives and 
initiatives that can bring life back to 
our urban centers. It is in this context 
that the tax incentives that Law 212 
provides private developers are so 
vital for the city of Ponce.”

The fi rst-term mayor explained 
that urban-renewal projects in his-
toric zones like Ponce’s “are ruled 
by very specifi c regulations aimed 
at architectural conservation. These 
rules increase costs in a way that 
makes urban renewal extremely dif-
fi cult without a tax incentive that can 
spur such renewal.

“I’m convinced that not one of 
the renewal projects underway in 
Ponce’s historic center would have 
been possible without Law 212 tax 
incentives,” she said.

“It has been because of Law 212 
that many structures, many of them 
historic, many laying in ruins or emp-
ty for years, and several being used 
by drug addicts as shooting galleries, 
have been rescued,” she added.

Meléndez noted that many cities 
in Europe and the mainland U.S. 
have government programs similar 
to Law 212 to foment works in his-
toric zones.

“We believe that Ponce’s heart re-
sides in its historic center. It is there 
that its main plazas and gathering 
places are located. And ponceños 
have to defend like lions all projects 
that promote the renewal of our his-
toric town center and the return of 
the glitter and prosperity it once had. 
We can’t just stand with our arms 
folded as our architectural beauty 
falls apart,” she said.

CAGUAS MAYOR WILLIAM 
MIRANDA MARÍN ALSO STRESSED 

IMPORTANCE OF LAW 212 
“Many of the projects that have 

benefi ted from Law 212 would never 
have been viable without those tax 
incentives. Such incentives help to 

mitigate the limiting factors of ur-
ban center renewal, such as high land 
costs, construction complexities, 
poor infrastructure and the negative 
real estate perception,” said Caguas 
Mayor William Miranda Marín.

The longtime Popular Democratic 
Party mayor explained that the tax 
incentives under Law 212, particu-
larly the tax credits for new construc-
tion and rehabilitation of existing 
structures, “constitute a powerful 
tool to generate new investment in 
urban centers.”

“Law 212 of 2002 is the single most 
important public policy instrument in 
Puerto Rico’s recent history for the 
revitalization of our traditional ur-
ban centers. After several decades of 
supporting and subsidizing dispersed 
urban development, government now 
recognizes the need to turn back the 
speedy process of decay and depopu-
lation that have taken a toll on our 
urban centers,” Miranda Marín said.

“The enactment of Law 212 has 
been instrumental in creating a re-
newed interest in housing, offi ce 
space and infrastructure in urban cen-
ters. Even with the problems facing its 
implementation, the law has spurred 
a rediscovery of the great potential of 
urban centers as hubs for social and 
economic activity,” he added.  

BAYAMÓN MAYOR 
RAMÓN LUIS RIVERA JR. 

ECHOED CITY HALL COLLEAGUES
“Law 212 is very important for 

government efforts to rescue Puerto 
Rico’s urban centers. Because of the 
particular characteristics of urban 
centers, construction there is more 
diffi cult; infrastructure in some may 
date back 100 to 150 years,” said 
the mayor of Bayamón Ramón Luis 
Rivera Jr.

‘LAW 212 IS A VITAL 
PART OF OUR PROJECT.’

J.P. McClosky, one of the owners 
of Swiss Chalet Inc., the developer 
of Gallery Plaza—a residential-com-
mercial complex at the Condado-
Santurce edge which includes twin 
23-story towers holding 218 apart-
ment units—said the massive project 
could not have been done without 
Law 212 tax benefi ts.

He explained that because land 
costs are higher in urban centers, 
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Above: A structure built 
in 1882 at the corner 

of Reina, Méndez Vigo 
and Union streets, along 

Ponce’s Plaza Las Delicias. 
Before, left, and after, 

right, the construction of 
Ramada Ponce Hotel.

The Gallery Plaza, a 
residential-commercial 

complex at the Condado-
Santurce edge which 

includes twin 23-story 
towers holding 218 

apartment units.

 
 
 

Below: Apparel wholesaler 
Gatsby’s offi ce and 
parking facilities in 

Caguas.

notch above junk, or non-investment 
grade, status. By sticking to the sav-
ings plan it instituted, and keeping its 
promises to Wall Street, the admin-
istration can immediately return to 
the bond market to fi nance important 
infrastructure projects and invest in 
the economy, García explained. 

Meanwhile, there are different fed-
eral programs that could be tapped 
to help fi nance a program to buy 
off “toxic” bank debt, to help local 
banks improve their balance sheets 
and return to lending. 

“On the banking side, we are work-
ing on a so-called bad-bank concept. 
The government will support that. 
We are working with the banks and 
with the federal government and we 
are talking to everyone on different 
ways we could structure it,” García 
said. 

The idea was part of the discus-
sion in Washington between Fortuño 
and Obama administration offi cials 
and members of Congress last week, 
so they understand the impact that 
federal decisions could have on the 
local economy. The governor met 
with White House Chief Economic 
Advisor Lawrence Summers and 

White House Director of Intergov-
ernmental Affairs Cecilia Muñoz, 
among others. 

“There are many efforts we are un-
dertaking,” García said, adding the 
meetings were to explain the island’s 
entire economic panorama. 

“We need an additional push to 
get out of this. That’s what we are 
telling them. The administration has 
to understand where Puerto Rico is, 
the steps we have taken,” García 
added.

“We are doing what we need to 
do. We are complying with our pay-
ments. The ARRA funds are going 
to help us but, as managers of the 
economy, we have to be worried 
about what is going to happen after 
ARRA. That’s part of the discussion. 
We have been in a recession for al-
most four years.” 

The GDB chief said the govern-
ment is saying “we need help on 
the fi nancial side because you need 
viable banks to have a functioning 
economy.” 

Providing more relief to the is-
land’s battered banking sector “is 
one of our principal challenges right 
now, and we are currently working 
on several initiatives,” García said.

Another aspect of the plan is to 

pump additional capital into the 
Housing Finance Authority and the 
Economic Development Bank, which 
would allow the government entities 
to increase construction, housing and 
business loans until the banking ini-
tiative is enacted.

The establishment of a bad bank, 
which would allow local banks to get 

rid of their nonperforming assets to 
help them start lending again, would 
require between $1 billion and $2 
billion to purchase most of the non-
performing assets affecting island 
banks (CB Aug. 21). 

Through the federal Legacy Loan 
Program, run by the Federal Deposit 
Insurance Corp. (FDIC) and U.S. 
Treasury Department, oversight is 
given for the “formation, funding, 
and operation” of new public-private 
investment funds. The program at-
tracts investors through FDIC debt 
guarantees and Treasury equity co-
investment. 

ENERGY RELIEF A PRIORITY
The Fortuño administration con-

tinues to tweak its $500 million lo-
cal economic stimulus plan, which 
is aimed at complementing the fed-
eral economic stimulus plan. The 
cornerstone of the plan is in provid-
ing low-cost loans to businesses for 
cash fl ow needs and to consumers 
for home purchases, which is aimed 
at stimulating the construction and 
real estate sectors. 

The administration is also pledg-
ing to provide businesses with quick 
relief from high energy costs. The 
Puerto Rico Electric Power Authori-
ty (Prepa) is modifying its industrial 
rate structure effective Oct. 5 with 
the aim of stimulating economic 
growth in Puerto Rico, Prepa Ex-
ecutive Director Miguel Cordero 
said. 

 The rate modifi cation eliminates 
a surcharge that is applied when 
usage exceeds contracted demand. 
It is applied to the following rates: 
general service to primary distribu-
tion, transmission voltage, special 
transmission voltage, high-energy 
use industries and large-scale elec-
tricity producers. In the case of gen-
eral service to primary distribution 
rates, the monthly demand charge is 
$8.10 per kilovolt-amp (kVA) and 
the surcharge on excess use is $10 
per kVA. After the change, clients 
will be charged the same $8.10 kVA 
on excess usage as well. This rep-
resents a savings of $1.90 per kVA, 
Prepa offi cials said. In some cases, 
the reduction can reach $3.60 per 
kVA. 

Prepa originally created the sur-
charge when the public corpora-
tion lacked the generating capacity 
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PPPs, economic stimulus plans and strategic 
projects will create 243,000 jobs

Source: Department of Economic Development & Commerce
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Total        243,025    $18.565 billion

PPPs   99.735  $6.214 billion

Caribbean
Riviera 30,495 $1.900 billion

Science City 28,328    $1.765 billion

ARRA   42.065  $6.214 billion

Golden Triangle 24,685 $1.538 billion

Port of the 
Américas 12,038  $750 million

Mayagüez 
2010   5,329  $332 million

Aguadilla 
Airport      350  $21.8 million

ARRA Interagency Working Group 
Director José Ortiz



to supply industrial clients, so the 
charge was a disincentive for clients 
to use energy in excess to avoid the 
collapse of the electrical system. 
That’s no longer the case today with 
1,000 megawatts available at any 
given time to satisfy the demand of 
industrial clients. 

“Our mission is to offer effi cient 
and reliable service at the lowest cost 
possible for all our clients, includ-
ing our industrial clients, which are 
the motor that moves our economy,” 
Cordero said. “The elimination of 
this additional charge can encourage 
this group of clients and others to 
decide to expand their operations on 
the island, which would give a strong 
boost to our economy.” 

Further action is expected, with 
García pledging a “specifi c initiative, 
over a very short term, which allows 
for a reduction of energy costs. The 
quicker we can lower energy costs, 
the greater the impact we will have 
on production costs.” 

The administration expects a $2 
billion investment in the energy 
sector.

FEDERAL STIMULUS 
Knowing that many of its econom-

ic development strategies would not 

have instant results, the Fortuño ad-
ministration made getting the most 
out of ARRA a top priority, and it 
seems to have paid off, with Puerto 
Rico expected to get nearly $6.1 
billion under the federal stimulus 
package pushed by President Barack 
Obama, more than $1 billion above 
original estimates. 

José Ortiz, Puerto Rico Aqueduct 
& Sewer Authority president and the 
administration’s lead man coordinat-
ing ARRA funds, told CARIBBEAN 
BUSINESS last Sunday that out of 
the $6.04 billion approved, 14% 
has been disbursed and that before 
Dec. 31 he expects an input into the 
economy of $1.778 billion. More 
than half of the $6 billion is expect-
ed over the next 10 months, when 
$3.79 billion will be injected into the 
economy. 

The federal stimulus plan is expect-
ed to create or retain some 65,945 
jobs in Puerto Rico, with 17,865 jobs 
created or retained between now and 
December and another 23,446 jobs 
created or retained during the fi rst 
six months of next year.

A big chunk of the money about to 
pour into the island economy comes 
from the $1.2 billion federal Making 
Work Pay Tax Credit, which began 
fl owing into Puerto Rico last month. 
The fi rst round of checks will be for 

$300 each, and the vast majority 
of workers are expected to receive 
them this month. An additional $100 
check will be mailed out to island 
workers in December. Then, in July 
2010, workers will get an additional 
$400 check.

Also being injected into the econ-
omy this fall is $124.2 million in 
federal stimulus energy funding, 
offering employment opportuni-
ties for a range of professionals and 

contractors, as well as fi nancing 
grants and low-cost loans for busi-
nesses and homeowners to under-
take renewable-energy or energy-
effi ciency projects. 

Key aspects of the ARRA energy 
plan, slated to create 1,800, jobs, 
are:

• A $49 million weatherization 
energy-saving program to give 
some 5,000 households grants of 
up to $6,500 for energy-effi cient 
appliances, solar water heaters and 
home improvements aimed at saving 
energy. 

• Some $33.9 million in Energy 
Effi ciency & Conservation Block 
grants, mostly to island municipali-
ties for a number of different alterna-
tive-energy projects, from installing 
solar-powered streetlights to massive 
solar-energy projects aimed at pow-
ering large municipal facilities. 

• The $37 million State Energy 
Program will funnel money through 
nine different subprograms all aimed 
at boosting energy effi ciency on the 
island. It grants businesses, govern-
ment entities and nonprofi ts low-
cost loans and grants to undertake 
renewable-energy and energy-con-
servation projects. 

In addition, ARRA is funding some 
$467 million worth of infrastructure 
projects, which have either broken 
ground or will do so by year’s end, 
creating 7,005 direct jobs and 3,736 
indirect jobs. These include:

• $70 million to fi x up 208 public 
schools between now and December, 
with 80-to-100 schools to be patched 
up next year.

• $105 million in transportation 
funds, including $55 million for re-
paving work, the $25.7 million con-
version of the southern PR-2 into 
an expressway, the $15.5 million 
completion of the Mayagüez west 
bypass and the $11.5 million project 
to extend the PR-10 expressway in 
Adjuntas.

• $185 million for improvements at 
43 public-housing projects, includ-
ing 16 slated for major renovations. 

• $90 million in ARRA funds for 
18 drinking and wastewater projects, 
14 of which should get underway be-
fore December. The projects include 
a new wastewater-treatment plant 
for Morovis and an upgrade of the 
Utuado water-treatment plant.

• $16.9 million for improvements 
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Economic Development & Commerce 
Secretary José Ramón Pérez-Riera

 Economic Activity Index Components
 

No. of salaried employees (thousands) Gasoline consumption (millions of gallons sold)

Cement sales 
(percentage of growth in cement sack sales)

Electric power consumption 
(sale of energy in kilowatt hours)
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Editor’s Note:  The following special re-
port is the fi rst of a two-part series on 
Law 212 and its accomplishments. Next 
week, Part II includes details, problems 
and stumbling blocks encountered plus 
information on successful urban-renewal 
projects in Ponce, San Juan, Caguas and 
Bayamón.

Antonio Muñoz Grajales was un-
equivocal in saying that with-

out Law 212 tax breaks, his new $15 
million Ramada Ponce Hotel, in a 
completely renovated 19th century 
building along the southern city’s 
main plaza, would have never been 
possible.

The hotel is one of hundreds of 
projects in the works around Ponce’s 
historic downtown area and other 
big municipalities such as San Juan, 

Bayamón and Caguas under the 
tax incentives of Law 212, or the 
Law for the Revitalization of Urban 
Centers.

Muñoz Grajales, who developed 
the Ramada Ponce with his fa-
ther, said that a project like theirs, 
which involved overhauling a his-
toric building to comply with very 
strict construction codes for hotels, 
wouldn’t be fi nancially viable with-
out the type of tax incentives pro-
vided under Law 212.

“Without Law 212, the cost of con-
struction and reconstruction would 
have been higher than the appraised 
value of the fi nished building,” he 
said.

Law 212 allowed them to lower 
construction costs and make the 
project viable through tax-credit 
incentives, he said.

Law 212 has spurred more than $1 

billion in private investment in sever-
al urban centers, particularly through 
its chief lure—a tax credit equal to 
75% of “hard” construction costs. 

The tax credit can increase to 
100% if the construction or reno-
vation is in a historic zone, as in the 
case of the Ramada Ponce Hotel.

Hard construction costs include 
workforce, materials and equipment 
expenditures and account for an av-
erage of 75% of the total construc-
tion costs.

Of equal importance is the trans-
ferability of Law 212 tax breaks, 
said Muñoz Grajales, adding that 
the project never would have got-
ten off the ground otherwise.

As with many other developers us-
ing Law 212 incentives, Hotel Las 
Delicias Inc., the corporation owned 
by Muñoz Grajales and his father, 
obtained fi nancing by pledging to 

transfer the tax credit to the lend-
ing bank.

“The tax credit was pledged as col-
lateral and a source of partial or full 
repayment,” he said. “Without this 
we wouldn’t have been able to ob-
tain fi nancing and we wouldn’t have 
gotten involved in the project.”

The Treasury Department ap-
proved a $7.3 million Law 212 tax 
credit to Hotel Las Delicias Inc. The 
corporation is now in the process of 
transferring the credit to the bank 
that provided the interim loan.

‘THE SINGLE MOST IMPORTANT 
PUBLIC POLICY INSTRUMENT IN 

RECENT HISTORY’
Ponce Mayor María “Mayita” 

Meléndez said that none of the con-
struction and renovation projects in 
her city’s historic downtown area 

Continued on next page 

Law 212 tax breaks vital in 
getting urban projects started

Developers and mayors laud its 
contributions to the island’s urban centers

From left to right: Bayamón Mayor Ramón Luis Rivera Jr., Caguas Mayor William ‘Willie’ Miranda Marín, Ponce Mayor María ‘Mayita’ Meléndez 
and Ponce District Senator Larry Seilhamer



Ever lost family pic-
tures or videos, 

music fi les or other 
treasured digital docu-
ments due to hard drive 
failure? Statistics show 
that one in every 10 
hard drives fail each 
year and the cost of 
recovering data from 
a failed hard drive can 
exceed $7,500, with-
out guaranteeing its 
success. 

Proxure, a Califor-
nia-based information 
technology company, 
developed KeepVault, 
an online software 
that creates automatic 
fi le backups as soon as 
new data is added into 
the computer, not only 

reducing the chances 
of data loss to a mini-
mum but also prevent-
ing multiple backups of 
the same fi les over and 
over.

To ensure data trans-
fer is secure, KeepVault 
online backup encrypts 
fi les on the user’s com-
puter before sending 
them to its servers. 
Users can choose their 
own encryption key for 
maximum security. 

Unlike other on-
line backup services, 
KeepVault lets users 
choose the storage 
plan that best suits 
their backup needs for 
as low as $4 a month. 
Users can upgrade 

to additional storage 
capacity as needed. 

In addition, KeepVault 
doesn’t limit the num-
ber of computers a user 
can install the software 
on, making it ideal for 
households with multi-
ple computers, or friends 
who want to share their 
data storage and costs. 

KeepVault for busi-
nesses, a version for 
home-based operations, 
will be available as soon 
as next month. �
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New Sony gadget to become every party’s must

Website: www.keepvault.com 

BY GINA M. HERNÁNDEZ
gina@caribbeanbusinesspr.com

Website: www.sony.com.pr

KeepVault, a virtual backup to 
safeguard treasured fi les

Event hosts can stop 
worrying about miss-

ing the fun because 
they’re too busy taking 
pictures. Sony has intro-
duced a new gadget that 
will allow them to enjoy 
the activity while recording its most 
memorable moments. 

“It’s a personal photographer,” Em-
manuel Cruz, digital imaging man-
ager of Sony Puerto Rico’s Dealer 
Centric Division, said in describing 
the company’s newest gadget, a 
camera dock that rotates 360 de-
grees and inclines 24 degrees up 
and down, automatically detects 
faces, adjusts photo composition 
and takes pictures for you. 

Called the Party-shot, the acces-
sory uses the camera’s Bionz image 
processor—with Face Detection and 
Smile Shutter features—to take 
photos without the user needing to 
snap the shutter button. This device 
makes it easy to capture more natu-

ral expressions and fun, 
candid moments of you, 
your family and friends.

The Party-shot camera 
accessory is compatible 
with Sony’s new point-
and-shoot Cyber-shot 

cameras (previous Cyber-shot mod-
els are not compatible) the DSC-
WX1 and DSC-TX1. It is mountable 
on nearly any tripod so it’s easy to 
set it up in a convenient location at 
home or outdoors, especially when 
entertaining a crowd. 

With two AA batteries, the Party-
shot captures photos for up to 11 
continuous hours and is portable, 
making it great for taking on the 
road. Users can also plug it into an 
AC adaptor (sold separately), but 
this limits the dock’s rotating ca-
pacity to 90 degrees.

The Party-shot will be available 
in Puerto Rico next month at Sony 
Style retail stores around the island 
for about $150. �

BY GINA M. HERNÁNDEZ
gina@caribbeanbusinesspr.com

Sony Puerto Rico presented its 
latest camera product lineup 

for the year in a party-ready en-
vironment last week. Two new 
Cyber-shot models—the DSC-TX1 
and DSC-WX1—and two new Alpha 
models—the DSLR-A500 and DSLR-
A550 (for professional use)—have 
already hit the shelves of Sony 
Style stores and select retailers 
around the island.

TX1 AND WX1
At 10.2 megapixels each, the 

TX1 and WX1 are positioned as 
Sony’s premium point-and-shoot 
digital cameras, featuring the 
latest Sony technology including 
the Exmor CMOS sensor for clearer 
images and the Intelligent Auto 
mode, which identifi es and ad-
justs automatically to different 
scenes and lighting conditions.

“We’ve all taken pictures in low-
illumination situations, for in-
stance, when the birthday person 
is blowing out the candles. With 
the new Exmor CMOS sensor, Sony 
has greatly improved the quality 
image by redesigning how these 
cameras capture light for clearer, 
neater images,” said Ricardo Ri-
vera, director of Sony Puerto Rico. 

In addition, both models have 
Face Detection, a technology that 
detects up to eight faces in a 
frame to optimize focus, exposure 
and balance. With its Smile Shut-
ter technology, both cameras are 
able to detect smiles and capture 
happy moments automatically. 

Sweep Panorama allows users to 
capture their favorite panoramic 
views (to the right or left, up or 
down) with a sweeping motion while 
pressing the shutter, thanks to the 
cameras’ Bionz image processor. 

Both models are capable of re-
cording up to 29 minutes of high-
defi nition (720p) video. 

The Cyber-shot TX1 sells for 
$379, while the WX1 goes for 
$349. The $30-price difference 
between both models is mostly 
due to the screen and the lens. 

The TX1’s screen is a bit larger 

(3-inch vs. 2.7-inch) and touch 
sensitive. In addition, the TX1 
has a Carl Zeiss Vario-Tessar op-
tical lens that allows for focus 
closer to the subject, and a 4X 
optical zoom with image stabilizer. 
The WX1 has a 5X optical zoom 
lens, also with image stabilizer.

A500 AND A550
Sony equipped its latest profes-

sional models, the Alpha 500 (12.3 
megapixels) and 550 (14.2 mega-
pixels), with new-generation Ex-
mor CMOS sensors and Bionz image 
processors, making it easier for ac-
tive shooters to get the best shot 
and capture clearer images faster.

(Detailed descriptions of these 
models coming up in next week’s 
InfoTech.)

A NEW ACCESSORY
Sony also introduced the 

Party-shot, a camera dock com-
patible with Sony’s new Cyber-
shot models that rotates 360 
degrees to take automatic pic-
tures, freeing up the host to 
enjoy the party. (See Infotech, 
on this page, for more details.)

“Sony’s fi nancial situation is 
better than others in the industry 
because of our marketing efforts 
before and during the recession. 
In addition, we have an excel-
lent product lineup with the lat-
est technology that defi nes us 
as market leaders in the digital 
camera segment, which is 20% to 
25% of Sony Puerto Rico’s portfo-
lio,” said Emmanuel Cruz, digital 
imaging manager of Sony Puerto 
Rico’s Dealer Centric Division. �

Sony introduces four new models 
to its digital camera lineup

Sony’s new lineup of digital cameras: 
the touch-screen TX1 Cyber-shot (fi rst 

four from the left and center), the WX1 
Cyber-shot on the Party-shot camera 
dock (center), and the professional 

A500 and A550 (right).
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at 19 island health facilities.
• $7 million Isla Grande airport 

runway upgrade.

PPPS, STRATEGIC PROJECTS 
To drive the economy after the 

ARRA funds are used up, the gov-
ernment is looking to public-private 
partnerships (PPPs), as well as stra-
tegic projects to drive the economy 
in fi scal year 2011 and beyond. It 
estimates that PPP investment could 
reach $4.5 billion by 2013. The ad-
ministration plans to have at least 
fi ve projects committed during fi s-
cal 2010.

This month the GDB is hosting a 
PPP conference with potential in-
vestors aimed at showcasing Puerto 
Rico’s new PPP law and giving a 
“road show” of strategic government 
projects that could draw investment. 
García said the aim is to have fi ve 
deals in negotiation by year-end and 
three signed by the end of the fi scal 
year next June.

 “There are several things we are 
working on that will be unveiled Oct. 
15,” García said. 

The Fortuño administration has al-
ready identifi ed 28 strategic projects 
representing an estimated $7 billion 
investment that it hopes to build 
over the next fi ve years. The projects 
should create an estimated 130,000 
direct and indirect jobs. The poten-
tial works include waste-to-energy 
projects, wind and solar ventures, 
highway extensions and mass trans-
portation projects.

The administration is looking to 
PPPs for important infrastructure 
projects, but it is also looking to tap 
private investment through strategic 
projects, which it says could reach 
$6.6 billion. The projects include the 
Golden Triangle in Miramar ($1.5 
billion of which $318 million will 
be public funds), Caribbean Rivi-
era in Ceiba ($1.9 billion), Science 
City in Río Piedras ($1.765 billion 
of which $353 million will be pub-
lic funds), Port of the Américas in 
Ponce ($750 million), the 2010 Cen-
tral American & Caribbean Games 
in Mayagüez ($332 million) and the 
Rafael Hernández Airport in Agua-
dilla ($21.8 million).

One of the biggest deals is the on-
going negotiations between the gov-
ernment and the South Korean group 
UCW America to fi nish construction 

and then operate the Port of the 
Américas project on the south coast. 
Some $70 million in ARRA fund-
ing has been requested for addition-
al work. The project should create 
5,000 jobs when operational. Overall 
required investment to get the port 
operational is estimated at $200 mil-
lion, which would create 3,000 con-
struction jobs. 

A NEW ECONOMIC 
DEVELOPMENT MODEL

The Fortuño administration also 
released its new economic-develop-
ment model this week, which shifts 
focus from providing tax-based 
incentives to lowering production 
costs. The initiatives are part of a 
new economic-development strate-
gy centered on boosting exports and 
knowledge-based industries.

“Despite the challenges, we are 
convinced that Puerto Rico’s econ-
omy can recover and move towards 
sustained economic growth,” said 
Economic Development & Com-
merce Secretary José Ramón Pérez-
Riera, who oversaw the drafting of 
the plan. “However, there is no doubt 
that to achieve these goals, we need 
to recognize the precarious econom-
ic state that Puerto Rico has passed 
through and the absolute need for all 
of us to make the required critical 
and fundamental adjustments.”     

While the plan encompasses the 
major thrusts of the administration’s 
long-term economic development 
strategy, it also contains a number of 
measures aimed at sparking growth 
in specifi c industries.

These include: 
• Approving and enacting the regu-

lations under the Industrial Incentives 
Law to help foster manufacturing 
growth, while developing programs 
to lower costs and attract capital for 
manufacturing investment.

• To boost tourism, develop a brand 
for Puerto Rico to project it as the 
ideal place to visit, do business or 
live, while establishing the “Border 
Facilitation Pilot Program” to attract 
new international fl ights here. Also, 
an effort to recapitalize the Tourism 
Development Fund and the Hotel 
Development Corp. is underway to 
boost investment in the sector.

• Financial assistance and profes-
sional training programs aimed at 
facilitating commercial activities to 
spur island exports. 

• Increase the development and 

promotion of free trade zones. 
• Boost agricultural development 

through measures that provide fi -
nancing for investment, protection 
of land with agricultural value and 
expanded use of high technology.

The plan’s main focus is on the 
longer-term strategy to lower produc-
tion costs and improve Puerto Rico’s 
competitiveness. This includes the 
permits overhaul legislation that has 
been approved by both chambers of 
the Legislature. The governor said the 
differences in both versions are mini-
mal and should be approved shortly. 

While the new permits system 
will provide a 90-day deadline for 
permits, it will take a year to get up 
and operating. In the meantime, an 
interagency team is working on get-
ting out permits through the existing 
structure. It is working through an 
estimated backlog of 3,900 permit 
requests worth an estimated $12 bil-
lion in potential investment.

Also, the Fortuño administration’s 
government reform, which aims to 
eliminate 30% of the 134 government 
agencies, is another integral part of 
the economic development strategy. 
The plan will both improve govern-
ment effi ciency and reduce spend-
ing, which will enable it to devote 
more resources for economic-devel-
opment strategies. While legislation 
still must be approved, Fortuño indi-
cated the administration would forge 
ahead with measures like merging 

the different advocate offi ces if it 
took too long.

García said the process to lay off 
employees was delayed because of 
a lack of reliable human resources 
information, but that the administra-
tion was genuinely getting its hands 
around the problem of government 
bureaucracy. 

 “Within a few months we have 
been able to get a grasp on the hu-
man resources situation in this gov-
ernment, and this is something that 
no one has been able to get done 
in a very long time,” García said. 
“We found a totally chaotic human 
resources management system in 
practically all government agen-
cies. Three-quarters of all agencies 
didn’t even have an organizational 
chart showing where the employees 
are, and practically all employees 
have functions that are totally dif-
ferent from the job description. In 
other words, in order to carry out 
this process responsibly we’ve had 
to build from scratch the founda-
tions of a human resources system 
for the whole government of Puerto 
Rico that simply didn’t exist.”

A metric the administration will use 
during the government reform is that 
every one of the government’s 134 
agencies should deliver a service.

“We need to devote more resources 
to the growth of our economy. If you 
have a government that pays 70% 
of its income to payroll you don’t 
have enough to invest in economic 
development,” he said.

The governor will also name in the 
coming weeks the members of two 
groups that will be responsible for 
drawing up proposed tax and labor 
reforms, which should take effect be-
fore the end of this four-year term. 

The reforms will aim to lower the 
tax burden for individuals and corpo-
rations and look to eliminate many of 
the regulations that add to the cost of 
doing business in Puerto Rico and cre-
ate a disincentive to providing jobs. 

“Puerto Rico is open for business 
again. We have taken all the neces-
sary steps to be fi scally responsible 
again. Puerto Rico will comply with 
its obligations, not only to bondhold-
ers but also to everyone who deals 
with the government,” Fortuño con-
cluded.  “We have created the condi-
tions for new investment, both locally 
and from the outside, to transform our 
infrastructure and to get our economy 
going again.” �

Continued from page 19

Government Development Bank 
President Carlos García


