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FirstBank provides financing
for renewable energy system

FirstBank granted a $664,112.00 loan to 
Academia Presbiteriana, a leading educational 
institution in Carolina, for the purchase and 
installation of a photovoltaic system for its main 
buildings, which will signifi cantly cut the institu-
tion’s electricity expenses.

AZ Energy LLC designed the system for 
the academy’s main buildings and the rooftop 
installation was carried out by Aireko Energy. 
It consists of 904 photovoltaic modules of 260 
watts each and 12 inverters, with an estimated 
production of 349.738 kilowatt-hours during the 
fi rst year. 

Carmen Sánchez, FirstBank assistant vice pres-
ident of Business Banking, said the installation of 
solar panels on several buildings of the Academia 
Presbiteriana responded to the need of the edu-
cational institution to cut their second-highest 
operating expense. 

“For us at FirstBank, providing funding to pro-
mote renewable energy projects is another way to 
contribute to the improvement and conservation 
of the environment,” Sánchez commented. 

Rev. Cruz Negrón, director of Academia 
Presbiteriana, said FirstBank’s fi nancing for the 
purchase of their photovoltaic system, together 

with the incentives provided by the Puerto Rico 
Green Energy Fund, will enable the school to 
achieve signifi cant savings of up to 90% in their 
electricity bills, and at the same time, meet the 
energy needs of their main premises.

Federal legislation would
prevent financial losses 

U.S. Rep. Nydia M. Velázquez (D., N.Y.), 
a member of the House Financial Services 
Committee, was slated to introduce legislation 
to close a loophole in the Investment Company 
Act of 1940 that has caused fi nancial losses for 
some investors.

According to a written statement by Velázquez—
one of three Puerto Ricans in Congress—the 
Puerto Rico Investor Protection Act of 2015 
would extend to investment companies operating 
on the island “the same safeguards that govern 
investment activity on the U.S. mainland. 

“It is outrageous that, when investing their hard-
earned money for retirement, Puerto Ricans aren’t 
afforded the same transparency requirements and 
consumer protections that apply in the mainland,” 
she said. “This archaic exemption is long overdue 
for repeal and my bill would do exactly that.” �

From left, Rev. Cruz Negrón of Academia 
Presbiteriana, Carmen Sánchez of FirstBank and 
Ángel Zayas Duchesne of AZ Energy LLC during 
the installation of a photovoltaic system for the 

educational system’s main buildings.
BY DENNIS COSTA
dennisc@caribbeanbusiness.pr

In the three months since taking 
over the role of president of the 

Puerto Rico Chamber of Commerce 
(CofC), José Vázquez-Barquet has 
found himself amid a whirlwind 
of activity, not only as head of the 
CofC, but also as part of a newly 
activated Puerto Rico Private Sector 
Coalition, which consists of 20 asso-
ciations representing a portion of the 
island’s business community. 

Vázquez-Barquet’s tenure at the 
head of the CofC couldn’t have 
come at a more critical time, not 
only for the organization, but also for 
the island’s business and economic 
sectors. With an increasingly cash-
strapped government being forced 
to enact more tax measures to shore 
up its coffers, the island’s business 
environment has become more chal-
lenging than ever. 

At the same time, with the imple-
mentation (Oct. 1) of a new 4% 
business-to-business (B2B) tax on 
many service-related transactions, the 
situation regarding the cost of doing 
business in Puerto Rico isn’t likely to 
improve anytime soon.

CARIBBEAN BUSINESS sat down 
with Vázquez-Barquet to talk about 
several important issues, including the 
main strategies for the CofC moving 
forward, as well as the positive and 
negative aspects of the Puerto Rico 
Fiscal & Economic Growth Plan, 
released in early September.

CARIBBEAN BUSINESS (CB): 
First, please talk to us a bit about 
your business background prior to 
taking over as CofC president.

José Vázquez-Barquet (JVB): I 
am a developer partner for Subway 
restaurants in Puerto Rico, where 

I serve as vice president of opera-
tions. I also own 17 Subway restau-
rants that employ about 200 people 
in total. In all, I have about 20 years 
of experience as an entrepreneur. 

CB: What is the CofC’s plan 
moving forward?

JVB: Spurring entrepreneurship 
and innovation is one of the top-
ics we will focus on. We’ll tackle 
this issue in part via several short 
seminars, starting with a course on 
how to better manage cash fl ow, and 
continue with other topics such as 
exports, social media marketing, fed-
eral funds, franchises and alternate 
fi nancing opportunities.

CB: Will some of those courses 
include how to better deal with the 
B2B tax?

JVB: We’ve done plenty of work 
in that regard, letting our members 
know beforehand about what to 
expect. Just last week (mid-Septem-
ber), we sent a bulletin with links to 
the Treasury Department regulations 
concerning the new tax. 

CB: What other areas is the CofC 
focusing on?

JVB: A key priority is to push for 
changes that would lower the cost 
of doing business on the island. This 
effort is what partly prompted the 
reactivation of the private coalition 

so we can have a single strong voice 
able to infl uence changes in public 
policy.

CB: Which changes would be the 
most important to carry out at this 
point?

JVB: We’ve been most active in 
lobbying for labor reform, followed 
by reforms in the permits process 
and lastly changes in issues related 
to transportation.

CB: What area of transportation 
specifi cally?

JVB: Various issues in that area 
aren’t necessarily under our con-
trol, chief among them the Jones Act. 
However, there are issues that do fall 
under local control. For example, the 
B2B tax now applies to terrestrial 
transportation services, meaning 
that once the merchandise arrives 
at the port in Ponce or Mayagüez, 
transporting the merchandise to 
other parts of the island will incur 
the 4% tax, which will further drive 
prices up. 

CB: I understand you are also 
focusing on increasing competitive-
ness…

JVB: We’ve recently visited vari-
ous regional clusters, including 
aerospace companies, in our bid 
to help the island improve in this 
regard. When you see the latest 
World Economic Forum reports on 
global competitiveness, the particu-
lar areas in which Puerto Rico ranks 
lowest all have to do with public 
policy, be it excessive bureau-
cracy, outdated labor laws and an 
overly complicated tax system. It’s 
all in the hands of the government 
to change.
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CofC President: Government shouldn’t 
be the main economic engine

Head of Chamber of Commerce speaks candidly about work agenda, 
government fi scal plan and latest tax measures

José Vázquez-Barquet, 
president of the Puerto Rico Chamber of Commerce
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CB: Is there a specifi c event that 
prompted the formation of this new 
private sector coalition?

JVB: It happened when Gov. 
Alejandro García Padilla called us 
[CofC] and four other associations 
to discuss the [Anne] Krueger report 
in early July. That report gave rec-
ommendations that would be partly 
implemented in the fi scal adjustment 
plan. When the meeting concluded 
and we were on the way out, we 
looked at each other and said, “How 
do we do this?” We realized it was 
time to unite during this critical junc-
ture and give forth our own recom-
mendations for the fi scal plan.

CB: Were there any particular rec-
ommendations taken into account by 
the public offi cials who prepared the 
fi scal plan?

JVB: Some [recommendations] 
were taken into account, but others 
weren’t. Several recommendations 
regarding labor and permits reform 
made the cut, which was a bit sur-
prising in a good way. We can’t pre-
tend for the plan to come out perfect 
with regard to the changes we want 
implemented, but at the same time, 
we fi nd a lot of the recommendations 
too timid, especially considering that 
we are behind on so many aspects.

For example, carrying out labor 
reform could be as easy as just let-
ting federal labor laws be the norm 
in Puerto Rico. Those laws protect 
people’s jobs from being unfairly 
dismissed… but removing local 
labor laws would generate too much 
opposition because they would entail 
eliminating Christmas bonuses and 
other benefi ts.

CB: It seems like many of the mea-
sures that need to be implemented 
to spur economic development clash 
with the political side of things…

JVB: Exactly, and the funny thing 
is that with all the people leaving 
the island for the mainland U.S., 
opponents are still saying, “if we 
took away those workers’ rights, 
we would be fostering more emi-
gration.” Despite that, thousands of 
people are moving to Florida, where 
there’s at-will employment (a con-
tractual agreement in which a worker 
can be dismissed by an employer for 
any reason).

In my particular experience, I’ve 
dealt with employees for 30 years, 
and in 99.9% of cases, no dismissal 
is unjustifi ed. Either the employee 
isn’t meeting the standards required 
of his or her work, or there’s an eco-
nomic reason behind the dismissal. 

CB: Which aspects of the plan did 
the CofC like, if any?

JVB: A positive part of the plan is 
that it calls for a reduction in compen-
sations because currently, employees 
can sue in court for the moon and 
the stars, and two years can pass 
after a dismissal for the employee 
to take the company to court. The 
plan recommends scaling back the 
applicable period to six months after 
dismissal as well as the maximum 
amount of compensation; however, 
the recommendations don’t elimi-
nate Act 80 [of 1976, which requires 
employers to cite a “just cause” to 
dismiss an employee without due 
compensation]. 

CB: What’s your take on how the 
current government administra-
tion has handled the island’s fi scal 
crisis?

JVB: They started off well. First, 
they tried to reform the retirement 
pension system for public employees; 
then they attempted to do the same 
for public school teachers, although 
unfortunately, it was defeated in the 
Puerto Rico Supreme Court. The 
passage of Act 66 [of 2014, which 
established various cost-saving mea-
sures across various government 
agencies] was a step in the right 
direction as well.

However, in the middle of the cur-
rent term, it seems the administra-
tion’s gas tank got depleted. It began 
with the whole fi asco involving the 
petroleum-tax hike [commonly 
known as la crudita], then the bigger 
fi asco regarding tax reform. Along 
the way, the administration lost its 
heading, and now we’re entering 
fully into election season, so what-
ever environment there was to carry 
out signifi cant changes is mostly 
gone now. 

CB: Going back to the B2B, it must 
represent quite a blow to the bottom 
line of many businesses…

JVB: It’s defi nitely a big blow and 
it comes after we fought very vocally 

in the House of Representatives 
against the 16% value-added tax, 
which was then lowered to 14%, and 
we were able to stop the bill. But it 
was a pyrrhic victory because dur-
ing the last two weeks of the fi scal 
year, the legislators inserted all these 
other tax measures through the back-
door, among them the B2B, and so 
we have to deal with it because it’s 
now a law. 

We overdosed on the tax issue dur-
ing the fi rst half of this year, so there 
is no environment to discuss the 
topic now, but there is no doubt that 
it will affect economic development. 
It also continues this extended period 
of uncertainty in which a new tax has 
been introduced every six months. 
The cherry on top of the taxation 
ice cream was the patente nacional
[also known as the Gross Receipts 
Tax]. Every time I had to do a pay-
ment related to the patente nacional, 
it wiped out my bank accounts, and 
it was the same with a lot of other 
entrepreneurs I know. Thankfully, 
after a year-and-a-half, it was elimi-
nated, but at the same time, it proved 
to be a smokescreen for the imple-
mentation of a bunch of other taxes, 
including the B2B. 

CB: What do you think is the most 
important action that the government 
should undertake at such a critical 
point in Puerto Rico’s history?

JVB: The government must take 
concrete steps to reduce its size 
beyond any doubt. It must imple-
ment an aggressive, multiyear plan 
to achieve this. The imposition of all 
these new taxes to essentially feed 
this gigantic gubernatorial monster 
stems from a fl awed idea that sees 
the government as the main driver for 
Puerto Rico’s economy. This view 
must be discarded once and for all. 
Instead, government should concen-
trate on three main things: the health, 
security and education of the people. 
As for the rest, government should 
get out of the way and let the private 
sector take the reins. �
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BY JOSÉ L. CARMONA
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Despite assurances from Puerto Rico Treasury 
Department Secretary Juan Zaragoza that 

starting today (Oct. 1, 2015), the 4% business-
to-business (B2B) sales & use tax (IVU by its 
Spanish acronym) won’t apply to banking trans-
actions by individuals and their fi nancial insti-
tutions, the executive vice president of the Puerto 
Rico Bankers Association, Zoimé Álvarez, called 
for the derogation of the controversial tax since 
it will ultimately be paid by banks and passed on 
to customers.

As previously reported by CARIBBEAN 
BUSINESS, transactions between businesses that 
until now had been exempt, will now be assessed 
a 4% tax by the government starting today. The 
B2B tax will then jump to 10.5% on April 1, 2016 
(CB Sept. 17, 2015).

Although agreeing with Zaragoza’s statement 
made last week that personal banking services 
such as deposits, withdrawals and mortgage, 
car loan and utility bill payments to a bank were 
exempt from the B2B, Álvarez warned the new 
tax nonetheless represents an added cost to local 
fi nancial institutions.

“While Administrative Determination 15-17 
issued by Treasury on Aug. 31, 2015 states that ser-
vices provided by fi nancial institutions are exempt 
and will continue to be exempt from the IVU, with 
the exception of certain bank charges on commer-
cial deposit accounts that have been subject to 
the IVU since 2013,” Álvarez told CARIBBEAN 
BUSINESS. “However, for the institution to pro-
vide such fi nancial services, there is an electronic 
processing of those banking transactions for which 
the fi nancial institution pays a processor.”

In the past, Álvarez said such transaction 
processing was exempt because it was B2B 
between a fi nancial institution and a fi nancial 
data processor.

“Since the B2B exemption gets eliminated today, 
the Bankers Association would like to make it clear 
that the electronic processing of those banking 
transactions is an integral part of the fi nancial ser-
vices rendered to the community, and as such, the 
charge between the fi nancial institution and the 
processor should be exempt from the 4% tax,” 
Álvarez indicated.

This applies in the same way that bank fees 
charged by the bank to individual clients is 
exempt, since without the processing, the ser-
vice can’t be provided to an individual customer, 
Álvarez noted.

“Therefore, the determination to impose a 4% 
tax on banking transactions isn’t controlled by 
the fi nancial institutions. For the time being, the 
tax will be imposed between the local banks and 

the companies that process these transactions. 
However, each fi nancial institution will make its 
own determination as to how it will work with this 
new imposition and what its impact on each bank 
will be,” Álvarez commented.

Not all fi nancial institutions have the same con-
tractual agreements with their data processor since 
there are some banks that do it internally, while 
others hire a third-party vendor.

“However, in general terms, who ultimately pays 
the consequences for a tax such as this one is the 
individual consumer. And this not only affects 
banks, because the 4% B2B tax applies to all busi-
nesses, which will be impacted and will have no 

choice but to pass [the expenses] along to their 
customers,” Álvarez said. “Businesses no longer 
have a profi t margin.”

What the Bankers Association is pleading, 
Álvarez added, is for the Legislature to leave the 
door open to exempt those banking transactions 
that they inherently need to complete their data 
processing for banks to comply with their fi nancial 
services commitments.

As of presstime Monday, several representatives 
from the Popular Democratic Party presented leg-
islation to eliminate the 4% B2B. �
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