Staff 

Carlos Eduardo Beato, Legislative Counsel
Israel Martinez, Legislative Policy Analyst
[image: image1.png]



THE COUNCIL
COMMITTEE REPORT OF THE GOVERNMENTAL AFFAIRS DIVISION
Matthew Gewolb, Legislative Director

Rachel Cordero, Deputy Director for Governmental Affairs

COMMITTEE ON STATE AND FEDERAL LEGISLATION 

Hon. Karen Koslowitz, Chair
September 30, 2015

Res. No. 767:     
By Council Members Torres, The Speaker (Council Member Mark-Viverito), Palma, Arroyo, Miller, Menchaca, Johnson, Rosenthal, Richards, Cohen, Reynoso, Lancman, Greenfield and King
..Title

Title: 
Resolution calling upon the Congress to pass and the President to sign H.R. 870, also known as, The Puerto Rico Chapter 9 Uniformity Act of 2015

Res. No.  818:
By Council Members Torres, The Speaker (Council Member Mark-Viverito), Mendez, Arroyo, Koo, Koslowitz, Richards, Johnson, Rosenthal, Menchaca, Cohen, Reynoso, Lancman, Greenfield and King 
..Title

Title: 
Resolution calling upon Congress to pass and the President to sign the Improving the Treatment of the U.S. Territories Under Federal Health Programs Act of 2015 (H.R. 2635), which would make improvements to the treatment of the United States territories under the Medicare and Medicaid programs

Res. No. 836:
By The Speaker (Council Member Mark-Viverito), Arroyo, Cabrera, Chin, Constantinides, Gibson, Johnson, Koo, Lancman, Mendez, Richards, Reynoso and Rosenthal
Title:
Resolution calling upon the Congress to pass and the President to sign legislation allowing an economic hardship exemption for Puerto Rico from the Merchant Marine Act of 1920, commonly known as the “Jones Act.” 

I.
Introduction
On Wednesday, September 30, 2015, the Committee on State and Federal legislation, chaired by Council Member Karen Koslowitz, will vote on three resolutions which includes Resolution 767 (“Res. No. 767”), a resolution calling upon Congress to pass and the President to sign the Puerto Rico Chapter 9 Uniformity Act of 2015 (H.R. 870); Resolution 818 (“Res. No. 818”), a resolution calling upon the United States Congress to pass and the President to sign the Improving the Treatment of the U.S. Territories Under Federal Health Programs Act of 2015 (H.R. 2635); and Resolution 836 (“Res. No. 836”), a resolution calling upon the United States Congress to pass and the President to sign legislation allowing an economic hardship exemption for Puerto Rico from the Merchant Marine Act of 1920, commonly known as, the “Jones Act.”  

II.
Background

On September 25, 2015 the Committee on State and Federal legislation held the first hearings on Res. No. 767, Res. No. 818 and Res. No. 836. The following advocacy groups testified or submitted testimony at the hearing in support of the resolutions: Center for Puerto Rican Studies, the Hispanic Federation, 1199 SEIU United Healthcare Workers East, Fiscal Policy Institute and the Puerto Rican Bar Association. No group in attendance testified in opposition of the resolutions. The groups that attended the hearing expressed their beliefs that the federal actions that Res. No. 767, Res. No. 818 and Res. 836 support are necessary to help Puerto Rico manage its fiscal crisis, prevent their healthcare system from collapsing and working toward growing their economy. 

Puerto Rico is in a state of severe economic and financial crisis.  The island’s residents experience a higher poverty rate than any state in the Union. Puerto Rico’s unemployment rate currently stands at 11.9 %, which is fifty percent higher than West Virginia—the state with the highest unemployment rate.
 The government of Puerto Rico has a debt in excess of $73 billion dollars,
 which represents nearly three quarters of Puerto Rico’s Gross Domestic Product.
  On June 28, 2015 the Governor of Puerto Rico, Mr. Alejandro Garcia Padilla, stated that Puerto Rico’s debts are “not payable”
.  Subsequently, on August 3, 2015, Puerto Rico defaulted on its debt to creditors of its Public Finance Corporation.
  

III. Fiscal Crisis

This crisis did not materialize overnight or without warning.  Economists argue that a number of economic factors are responsible for Puerto Rico’s plight. In 1996, the federal government began a ten-year phase out of IRS Section 936, which gave mainland U.S. corporations a tax exemption on income earned in Puerto Rico. At the time Puerto Rico’s governor, Pedro Rosello, warned that it would devastate Puerto Rico’s manufacturing sector
 which came into fruition given the amount of manufacturing jobs lost in Puerto Rico. It is estimated that Puerto Rico has lost more than 30 percent of its manufacturing since 1996 and for almost a decade its economy has been contracting.
 International Monetary Fund economist, Anne Krueger, notes that other contributing factors have led Puerto Rico to this economic stagnation such as a spike in oil prices from 2005 to 2012, energy costs and transportation costs.
 

 
Puerto Rico’s municipalities are unable to utilize federal bankruptcy laws, as the City of Detroit, Michigan did in 2013.
 On June 28, 2014 Puerto Rico’s government passed the Puerto Rico Public Corporations Debt Enforcement and Recovery Act (“Recovery Act”), which would have created a mechanism by which Puerto Rico’s publicly-owned corporations might claim bankruptcy and restructure their debts. On February 6, 2015, a federal court ruled the Recovery Act to be unconstitutional.
 On July 6, 2015 a federal appeals court upheld the previous ruling.
 The appeals court in dictum noted that allowing the territories’ public entities to file for federal bankruptcy would not be unconstitutional, thereby strengthening the case for Congress to include Puerto Rico under the federal bankruptcy laws.

Many supporters of Puerto Rico believe that Congress should amend the bankruptcy laws to include Puerto Rico. John Pottow, a law professor at the University of Michigan Law School, stated in his testimony before Congress regarding H.R. 870, Puerto Rico Chapter 9 Uniformity Act of 2015, “One reason it makes so much sense to fix the Bankruptcy Code with this amendment is that it is not clear why Puerto Rico was excluded in the first place.”
 Mr. Pottow notes that prior to Congress’ comprehensive modernization of the bankruptcy code in 1978 and after it as well, Puerto Rico probably could have accessed Chapter 9 because the Bankruptcy Code contained no definition of “State.” Later, when technical fixes were being made, a definition of “State,” that excluded Puerto Rico from Chapter 9 only, was included, but there is no legislative history of any debate to suggest Congress did so intentionally.
 In a letter to Senator Orrin Hatch, U.S. Treasury Secretary, Jacob Lew, expressed support for Congress to grant Puerto Rico’s access to an orderly federal bankruptcy regime.  Secretary Lew noted that doing so would involve no federal financial assistance and in no way would it constitute a federal bailout.
 

IV. Health Care Crisis
To further complicate Puerto Rico’s fiscal crisis many now fear the collapse of Puerto Rico’s healthcare system. Puerto Rico struggles with low levels of federal provider reimbursement. Some estimate that in the past five years, over 3,000 doctors have left Puerto Rico because it is too economically challenging to have a successful medical practice.
 Up to 60 percent of the island’s population receives its healthcare through Medicare or Medicaid.
 Federal reimbursement for Medicaid is 70 percent lower for Puerto Rico than it is for the mainland states.
 The reimbursement rate for Medicare Advantage is 60 percent lower for Puerto Rico than it is for U.S. states.
 The reimbursement rate for Medicare is 40 percent lower for Puerto Rico compared to the States.
 Medicaid is funded by both the state or territory and federal matching funds. Currently, there is no federal matching fund limit for U.S. states, but funding for Puerto Rico has a cap.
 In 2016, Medicare Advantage in Puerto Rico is scheduled to receive an 11 percent cut in federal funding, versus a 3 percent increase for the states.
 Puerto Rico received an additional $6.4 billion dollars as part of the Patient Protection Affordable Care Act, which will end in Fiscal Year 2019, however, the funds may be depleted much sooner, forcing the island’s government to make up the difference or take austerity measures.
 Medicare Advantage serves 560,000 beneficiaries in Puerto Rico, about half of whom are so poor they qualify for Medicaid as well.
 

Resident Commissioner Pierluisi and Senator Charles Schumer introduced “Improving the Treatment of the U.S. Territories Under Federal Health Programs Act of 2015” (H.R. 2635/S. 1961) to address some of these problems, including requiring the federal government to provide “state-like” funding for Puerto Rico’s neediest residents. Following a visit from New York State Governor Andrew Cuomo and a “solidarity delegation” of a number of elected officials from New York to Puerto Rico, the Governor announced an aggressive action plan to assist Puerto Rico, including through advisory assistance from the Governor’s Medicaid Redesign Team.
 New York State helped New York City manage the worst of its own financial crisis in the 1970’s. Today New York City is one the most economically powerful cities in the world.

V. Structural Issues

Among the obstacles to Puerto Rico’s economic growth, are Puerto Rico’s high energy costs and its shipping costs.
 
 A major contributing factor in both cases is that Puerto Rico is subject to the Merchant Marine Act of 1920, also known as “the Jones Act.” The Jones Act requires that all commercial shipping between U.S. ports be conducted by U.S. built, flagged and crewed ships. One of the original intentions of the Jones Act was to promote and maintain a merchant marine industry for the sake of domestic commerce and provide appropriate vessels and trained crews ready to assist the U.S. Navy and military in time of war or national emergency. The requirements of the Jones Act result in higher shipping costs, which disproportionately affect Puerto Rico because it is an island and cannot avail itself of other forms of commercial transport such as trucking or rail. 

According to a 2012 Federal Reserve report the cost of shipping a 20 foot container from the East Coast of the United States to Puerto Rico was $3,063 dollars while shipping the very same container to the neighboring Dominican Republican would only cost $1,504.
 Puerto Rico’s freight shipping needs are served by four commercial carriers with a combined fleet of 17 ships.
 Puerto Rico’s bulk cargo needs (oil, grain, fertilizer, etc.) are primarily served by three carriers with only six ships.
 According to a 2012 General Accountability Office report, “these vessels are often under term charters and a limited number of qualified Jones Act vessels may be available at any given time to meet shippers’ needs.”
 This condition impacts Puerto Rico in that it narrows its universe of purchasing options for these goods and obliges the island to import more goods, where possible, directly from foreign nations.
 This problem is especially acute with respect to Puerto Rico’s energy needs.

Per capita, Puerto Rico’s energy usage is two-fifths that of mainland U.S. consumption.
 However, Puerto Ricans pay two to three times the national average for electricity.
 Electricity is produced by the Puerto Rico Energy and Power Authority (PREPA), a Puerto Rican government owned corporation, which accounts for the largest, single portion of Puerto Rican government debt, a current total of nine billion dollars.
 Puerto Rico relies on expensive petroleum products to generate 70 percent of its electricity compared to 1 percent of petroleum generated electricity in the continental United States.
 Puerto Rico would like to expand its use of liquefied natural gas (LNG), but a lack of Jones qualified vessels limits the sourcing options.
 The United States is emerging as an exporter of natural gas, including LNG.
 Puerto Rico should be able to benefit from the abundance of natural gas within the continental United States.

VI. Analysis of Resolutions

Res. No. 767

Resolution Number 767 calls upon the Congress to pass and the President to sign H.R. 870, also known as, The Puerto Rico Chapter 9 Uniformity Act of 2015. The resolution notes Puerto Rico’s serious economic and financial state.  The resolution points to the island’s high unemployment rate, poverty rate, and declining population, as well as Puerto Rico’s $73 billion dollar public sector debt. The resolution notes that Puerto Rico’s unique status—neither independent nation, nor a U.S. state. It further notes that because Puerto Rico is not a U.S. state, current law does not allow its municipalities or publicly owned corporations to claim bankruptcy as the municipalities of U.S. states can. 

The resolution acknowledges Puerto Rico’s effort to fill this void through the passage of the Puerto Rico Public Corporations Debt Enforcement and Recovery Act (“Recovery Act”), but also notes that in February 2015 the Recovery Act was struck down in federal court. The resolution acknowledges New York City’s large Puerto Rican population and its ties to the Caribbean island. The resolution notes that without the Recovery Act or access to federal bankruptcy legal remedies, Puerto Rico has no orderly, established path towards the restructuring of its debt. The resolution closes by urging the passage and adoption of H.R. 870, the Puerto Rico Chapter 9 Uniformity Act for the sake of both public and private interests. 

Res. No. 818

Resolution Number 818 calls upon Congress to pass and the President to sign the Improving the Treatment of the U.S. Territories Under Federal Health Programs Act of 2015 (H.R. 2635), which would make improvements to the treatment of the United States territories under the Medicare and Medicaid programs. The resolution acknowledges New York City’s large Puerto Rican population and that Puerto Ricans are U.S. citizens who pay Medicare taxes, yet receive less Medicare funding than those in the States. The resolution notes that 60 percent of island’s population receives its health care through Medicare, Medicare Advantage or Medicaid and that despite the significant role of public programs in Puerto Rico’s health care, Medicaid and Medicare reimbursements are smaller compared to the mainland. The resolution also notes other disparities such as,

· While federal Medicaid funding for states has no limit, federal funding for Puerto Rico’s Medicaid program is capped. 
· Federal matching contributions for Medicaid ranges from 50 percent for wealthy states to 83 percent for the poorest, but for the territories federal matching contributions are capped at 50 percent. 
The resolution cites the claim from advocates that these conditions are causing a doctor a day to leave Puerto Rico for better conditions in the States. It also notes that hospitals in Puerto Rico perform lower on every standard of measure as compared to facilities in the States and experience a higher 30 day mortality rate. 


The resolution makes notes that at the end of Fiscal Year 2019 Puerto Rico will lose $6.4 billion dollars of Medicaid funding from the Patient Protection and Affordable Care Act (ACA), the loss of this funding combined with the low federal funding rates for Medicaid will force Puerto Rico’s government to find additional funding to continue existing services or make dramatic cuts to its Medicaid services. This will further exacerbate the current economic conditions that are crippling Puerto Rico. As a remedy the resolution urges the passage of the Improving the Treatment of the U.S. Territories Under Federal Health Programs Act of 2015, which would 
· Starting in Fiscal Year 2017, eliminate the Medicaid funding cap and calculate reimbursement based on per capita income.

· Amend the Social Security Act to include the territories in the Medicaid Disproportionate Share Hospital program (DHS), from which Puerto Rico has always been excluded.

· It would improve the formula for DHS, which is currently based on the number of patients enrolled in the federal Supplemental Security Income program, a program to which Puerto Rico does not have access.

· Change the base rate for Puerto Rico’s hospitals to be equal to those in the states.

· Establish a reasonable floor for Medicaid payments to correct a formula many believe offers insufficient compensation to doctors.

· Cut in half the annual fee to insurers intended to help fund the ACA, as the territories are not eligible for many of its benefits. 

Res. No. 836


Resolution Number 836 calls Congress to pass and the President to sign legislation allowing an economic hardship exemption for Puerto Rico from the Merchant Marine Act of 1920, commonly known as the “Jones Act.” The resolution notes that the Jones Act requires all commercial shipping between U.S. ports be conducted in U.S. built, flagged, and crewed vessels. The resolution acknowledges the original intent of the Jones Act: to promote and maintain a merchant marine industry for the sake of domestic commerce and to provide appropriate vessels and trained crews ready to assist the country in time of war or national emergency.


The resolution notes that Puerto Rico is an island and that the requirements of the Jones Act affect the cost of nearly every product that Puerto Ricans consume. The resolution cites a 2012 Federal Reserve report that noted the cost of shipping a 20 foot container from the East Coast to Puerto Rico was twice the cost of shipping the same container to nearby ports in the Dominican Republic or Jamaica. The resolution also cites a General Accountability Office report noting that the island’s freight shipping is handled mainly by four carriers with an aging fleet of 17 ships.  Further, the resolution notes that Puerto Rico’s bulk cargo needs are served by three principal carriers and a total of six ships whose availability is limited. 


The resolution calls attention to the high cost of electricity in Puerto Rico, due in part to its reliance on petroleum for electrical generation, exacerbated by Puerto Rico’s limited access to bulk cargo Jones-qualified carriers, including vessels capable of transporting cheaper liquefied natural gas. The resolution also acknowledges Puerto Rico’s dire fiscal and economic crisis, including its high unemployment rate, poverty rate, lack of economic growth, and debt in excess of 73 billion dollars that its governor has declared cannot be paid. The resolution also acknowledges the consensus that the requirements of the Jones Act are an impediment to Puerto Rico’s ability to grow its way out of this crisis. The resolution notes that aged, out of date vessels do not fulfill the intent of the Jones Act and that exemption from the Jones Act is not without precedent, as the Virgin Islands are not subject to it. 


The resolution also notes that Constitution obliges the federal government to promote the general welfare of all of its citizens, failing to act to provide an opportunity for Puerto Rico to remove an obstacle to the growth of its local economy during an economic collapse would constitute a dereliction of that obligation for 3.6 million American citizens whom inhabit Puerto Rico. 

Res. No. 767

Resolution calling upon the United States Congress to pass and the President to sign H.R. 870, also known as, the Puerto Rico Chapter 9 Uniformity Act of 2015. 

By Council Members Torres, The Speaker (Council Member Mark-Viverito), Palma, Arroyo, Miller, Menchaca, Johnson, Rosenthal, Richards, Cohen, Reynoso, Lancman, Greenfield and King

Whereas, The Commonwealth of Puerto Rico is struggling with a weak economy, declining population and crushing debt obligations; and 


Whereas, The unemployment rate in Puerto Rico has remained consistently high and currently stands at around 11.6%; and


Whereas, According to the U.S. Census, Puerto Rico’s poverty rate is about 45% or nearly twice that of Mississippi, the poorest state in the Union; and 


Whereas, Puerto Rico’s financial plight is also distressing to the many New York City residents who have called the island their home, or have family and friends who live there; and


Whereas, Due to economic pressures the Puerto Rican population has declined, in contrast to the U.S. population which has increased; and 


Whereas, Puerto Rico holds over $73 billion dollars in public sector debt, much of which is held by its state-run corporations, such as the Puerto Rico Electrical Power Authority; and 


Whereas, Puerto Rico is neither an independent nation, nor a U.S. state, but rather a U.S. territory; and 


Whereas, Puerto Rico may not manipulate its currency to satisfy debt obligations as an independent nation might; and 


Whereas, According to U.S. law, as currently written, Puerto Rico’s municipalities, and their publicly-owned corporations, may not claim bankruptcy in the way that the municipalities of states, such as Detroit, may; and 


Whereas, In an effort to fill the gap in the law, the Puerto Rican government passed the Puerto Rico Public Corporations Debt Enforcement and Recovery Act (“Recovery Act”), which would have authorized certain government-owned corporations to restructure their debt; and 


Whereas, In February of 2015, a court ruled the Recovery Act was inconsistent with federal law; and 


Whereas, Without the Recovery Act or access to bankruptcy, Puerto Rico, and its residents—who are United States  citizens—will be unable to avail themselves of orderly and established bankruptcy processes common under federal law; and 


Whereas, The Puerto Rico Chapter 9 Uniformity Act of 2015 would amend Title 11 of the United States Code to treat Puerto Rico as a state for the purposes of adjusting the debts of municipalities; and  


Whereas, Access to bankruptcy for the Commonwealth would provide an orderly, established, process for both debtors and creditors that balances public and private interests; now therefore, be it 


Resolved, That the Council of the City of New York calls upon the Congress to pass and the President to sign H.R. 870, also known as, the Puerto Rico Chapter 9 Uniformity Act of 2015.

____________
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Res. No. 818

Resolution calling upon the United States Congress to pass and the President to sign the Improving the Treatment of the U.S. Territories Under Federal Health Programs Act of 2015 (H.R. 2635), which would make improvements to the treatment of the United States territories under the Medicare and Medicaid programs 

By Council Members Torres, The Speaker (Council Member Mark-Viverito), Mendez, Arroyo, Koo, Koslowitz, Richards, Johnson, Rosenthal, Menchaca, Cohen, Reynoso, Lancman, Greenfield and King
Whereas, According to the 2010 Census, Puerto Ricans make up nine percent of New York City’s total population and New York State contains 23 percent of all Puerto Ricans in the United States (U.S.); and

Whereas, Puerto Ricans are United States citizens who pay the same Medicare taxes, yet the island receives less healthcare funding than any of the fifty states; and

Whereas, Enrollment numbers show that up to sixty percent of the Island’s population receives their health care through Medicare, Medicare Advantage or Medicaid; and

Whereas, Even though these public programs are such a large portion of Puerto Rico’s health care industry, practitioners receive much smaller Medicare and Medicaid reimbursement rates than those received by their counterparts on the mainland; and

Whereas, The amount of funding that the federal government provides to support the Medicaid program in territories is capped although there is no limit in matching funds for states; and 

Whereas, The federal contribution to states for Medicaid ranges from 50 percent for the wealthiest states to 83 percent for the poorest states, however territories are capped at 50 percent; and

Whereas, The situation is so bad that some advocates estimate that one doctor a day leaves Puerto Rico to go work in the states; and

Whereas, One study found that compared with hospitals in the states, hospitals in the U.S. territories have significantly higher 30-day mortality rates and lower performance levels on every standard of care measured in the study; and

Whereas, The Patient Protection and Affordable Care Act (ACA) of 2010 provided $6.4 billion in additional Medicaid funding to Puerto Rico from Fiscal Year 2011 to the end of Fiscal Year 2019; and 

Whereas, With this additional funding running out in the coming years and the  territory’s current disastrously low funding rate, Puerto Rico will have to come up with billions of dollars starting in 2018 or dramatically reduce its Medicaid program; and

Whereas, Puerto Rico is currently facing one of the greatest fiscal and economic crises in its modern history and the austerity measures needed for its fiscal well-being are sure to take a toll on public health services; and 

Whereas, Pedro R. Pierluisi, Puerto Rico's resident commissioner to the U.S. Congress, introduced the Improving the Treatment of the U.S. Territories Under Federal Health Programs Act of 2015 (H. R. 2635); and

Whereas, Starting in Fiscal Year 2017, the bill would provide the territories, including Puerto Rico, with state-like treatment by eliminating the funding cap for Medicaid and calculating reimbursement based on a territory’s per capita income; and

Whereas, H.R. 2635 would amend the Social Security Act to include the territories in the Medicaid disproportionate share hospital program (which provides funding to hospitals that treat a high percentage of low-income and uninsured patients), from which they have always been excluded; and

Whereas, The legislation would also improve the formula for the Medicare disproportionate share hospital program in Puerto Rico, as the current formula calculates payments based on the number of patients enrolled in the federal Supplemental Security Income program, a program that was not extended to Puerto Rico; and

Whereas, H. R. 2635 would also change the base rate for Puerto Rico’s hospitals to be equal to those in the states; and

Whereas, The bill would establish a reasonable floor for Medicare payments to compensate for a Medicare formula that many believe is disadvantageous to Puerto Rico and results in insufficient payments to physicians; and

Whereas, H. R. 2635 would also cut in half the annual fee on insurers in territories that was created in the ACA, since the purpose of the fee was to help offset the cost of the ACA and territories are not eligible for many of the benefits provided in the ACA; and

Whereas, If the government does not intervene, hundreds of thousands of patients in Puerto Rico could see a dramatic decrease in their healthcare coverage; and

Whereas, We need to act now to save Puerto Rico’s healthcare system; now, therefore, be it 

Resolved, That the Council of the City of New York calls upon the United States Congress to pass and the President to sign the Improving the Treatment of the U.S. Territories Under Federal Health Programs Act of 2015 (H.R. 2635), which would make improvements to the treatment of the United States territories under the Medicare and Medicaid programs.

CP
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Res. No. 836

Resolution calling upon the United States Congress to pass and the President to sign legislation allowing an economic hardship exemption for Puerto Rico from the Merchant Marine Act of 1920, commonly known as the “Jones Act.”

By The Speaker (Council Member Mark-Viverito), Arroyo, Cabrera, Chin, Constantinides, Gibson, Johnson, Koo, Lancman, Mendez, Richards, Reynoso and Rosenthal 
Whereas, The Merchant Marine Act of 1920, commonly known as the “Jones Act,” requires that all shipping between United States (U.S.) ports be conducted by U.S. built, flagged, crewed and owned vessels; and

Whereas, The Jones Act was originally intended to promote and maintain a merchant marine industry for the sake of domestic commerce and provide appropriate vessels and trained crews ready to assist the U.S. Navy and military in time of war or national emergency; and 

Whereas, Puerto Rico, a U.S. territory and island in the Caribbean, is almost entirely reliant on shipping for the receipt of goods; and 

Whereas, Therefore, the requirements of the Jones Act affect the cost of nearly every product Puerto Ricans consume; and 

Whereas, According to a 2012 report by the New York Federal Reserve, the cost of shipping a 20 foot container to Puerto Rico from the East Coast of the U.S. was twice the cost of delivering the same container to nearby ports in the Dominican Republic or Jamaica; and 

Whereas, According to a 2013 Government Accountability Office (GAO) report, Puerto Rico’s freight shipping needs are primarily met by four carriers with a combined fleet of 17 vessels with an average age of 39 years for containerships and 31 years for barges; and  

Whereas, According to the U.S. Energy Information Administration, per capita, Puerto Rican energy usage is two-fifths less than that of mainland Americans, yet their cost of electricity, approximately 27 cents per kilo-watt hour, is twice the average cost on the mainland; and

Whereas, A principal reason for high energy costs is Puerto Rico’s reliance on expensive petroleum to generate electricity, due in part, to a limited universe of Jones Act qualified carriers for its bulk cargo needs; and

Whereas, A 2013 GAO report identified three Jones Act carriers with a total of six vessels, available on a limited basis, that serve Puerto Rico’s bulk cargo needs, such as petroleum and grain; and  

Whereas, Limited availability of Jones Act qualified bulk cargo carriers has obliged Puerto Rico to import oil and gas from foreign sources; and

Whereas, The Puerto Rico Electric Power Authority had planned to expand its use of liquefied natural gas (LNG), but expressed concerns, cited in the GAO report, regarding the availability of Jones Act qualified vessels capable of shipping cheaper LNG from the U.S.; and 

Whereas, Puerto Rico’s economy is currently in great financial distress as the island’s residents are experiencing an unemployment rate of 12.6%, which is more than twice the national average, and a poverty rate nearly double that of Mississippi, the poorest state in the Union; and 

Whereas, According to a recent Puerto Rican government commissioned report by International Monetary Fund economist, Anne Krueger, the Puerto Rican economy has seen virtually no growth since 1996; and 


Whereas, In this climate of falling revenues and rising costs, Puerto Rico’s government has accrued a debt in excess of $73 billion dollars that it simply cannot pay; and 

Whereas, There is wide consensus that costs associated with the Jones Act are a drag on the Puerto Rican economy and hinder Puerto Rico’s ability to grow its way out of this crisis; and

Whereas, The aged fleet of freight vessels serving Puerto Rico neither promote the shipbuilding industry, nor provide up to date vessels for maritime emergency needs, as was the original Jones Act intent; and 

Whereas, Exemption from the Jones Act is not without precedent for United States territories as the U.S. Virgin Islands are exempt from the Jones Act; and 


 Whereas, Failure to address this obstacle to the growth of Puerto Rico’s economy in the face of its economic collapse, would constitute a dereliction of the federal constitutional obligation to promote the general welfare of its citizens—3.6 million of whom inhabit the island of Puerto Rico—and represents a concern for all Americans; and 

Whereas, Conditions in Puerto Rico are especially distressing for the approximately 800,000 New Yorkers of Puerto Rican descent with cultural and familial ties to the island; now therefore, be it

Resolved, That the Council of the city of New York calls upon the United States Congress to pass and the President to sign legislation allowing an economic hardship exemption for Puerto Rico from the Merchant Marine Act of 1920, commonly known as the “Jones Act.”  
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