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JIM CAHNON 

PROM: 

su:s.:n:cT: Ad Hoc Advisor¥ Group on l:'t1erto Rico _______ ___,..___ __ ... ~--------

~nen ths Puerto Rican people voted for co~~~nwealth 
status in preference to Statehood in the plebiscite 
of 19't67, they also chose to !ilperf.ect ~~ Commonwealth 
~;rou9b Advisory Groups, whicb are jointly appointed 

. by the President. and the Go;o.;ernor of Puerto Rico.. Th~ 
President appoL~ted the first such Advisory Croup jointly 

- with former Gov--rnor Luia Ferre in 1970 to inquire into 
the question of the Presidential vote for Puer+~ Ricans. 
That Gxoup reported back favorably in 1971, but no action 
ha:J been taken, and the que$tion is again beil.,.q considered 
by a aecond Advisory Group initiated on September 27r 1973~ 

This second Advisory Group lu1;s been charged to investi­
gate ~'t.."1e extent to which the laws and administrative 
regulations of the ~-nited States should apply in Puerto 
Rico.M The Group has 14 members; 7 appointed by former 
Pre~ident NLxon and 7 by GoVernor Hernadez-Colon. 
Marlow COok is chairman of the United States dele9ation. 
The other members are Senators :Suekley and Bennett John5ton; 
Congressmen Don Clausen and Foley; former Governor Richard 
Oqilvie; and Paul. Sowell, a Texas oil t:~an. 

The DoJnastic Council waa instrumental in establishing 
t'le second Group. The Group's Charter designated 13 monb.'l$ · 
as the time needed to acco~plish the objectives set forth 
in the Char~.r. Based on a _starting da-=e of September 27, 
1973, t.}).e Advisory Group should have completed it!! work 
on Aarc!l 31, 1975. nowever, the progress of the Group*s 
d~liberations has not ~ade this possibler 
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Prior to Jmle 30, 1974, the AdvisorJ Group was 
finan.ced froi!l t..~e funds provided by the President' a 
~uergency Fund. This Fund was eliminated by Congress 
L>1 the FY 1975 appropriation process. O:a July 1, 1974, the Domestic Council provided the necessary funds ~~ · parsonnel vacancies to enable the Group to continue 
their operations. 

A final product of ~~e Advisory Gro~~·s activities will be a report to the President and the Governor of t..~e Conoaonwealth of Puerto r<..ico. If the Governor accepts i t s recommendations, he will submit the report to a 
Plabiscite in Puerto Rico• The result is certified to the President, who in turn transmits the report, election .rer;ulta and his recot'ilmendations to Congress. 

The mainland delegation to the Advisory Group has received a document entitled, *Compact of Permanent 
Union betwe.en Puerto Rico and the United States.~ 
dated April 12, 1975. This document was drafted 
entirely by the Puerto Rican delegates to the Advisory Group in secrecy.. No pub~ic ~arings or meetings, as prescribed by the J?eoe.ra.l Advisory Committee Act~ were held giving the Puerto Rican electorate an opportunity to make ~~ir views known. 

The proposal contains several far-reaching provisions 
which woul.d give ?uerto Rico siqnificanUy greater 
autonomy, t.i-tan enjoyed by the States, in the areas of Federal requlatory statutes and their accompanying 
administrative regulations. On the other side of the logislative fence, the proposal would establish Puerto Rico as an equal partner with the States in the distribution of social and economic aid. 

Such a proposal if not significantly mod~fied will be 
Gn"~.barrassing to the· President, t.~e Congress and the 
American people. Exemption actual and proposed from J:'tede::al regulatory s ·tatutes and the accompanyinq adndn­
i~trative reg-Qlations are very appealing to any::~~ politic an&~~ld surely receive an ove~helming 
affirruative vote from the Puerto Rican electorate. The same result can easily be predicted on the enlargement 

\ C"• .. \. ,.,, 
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of social and economic aid to a people whose per capita 
income is less than one-half ~tia national average and 
where a considerable majority of the populace is 
eligible for welfare. 

ISSUE 

To diplomatically terminate the activities of the 
Advisory Group with an ~>acceptable" report. 

l'ili'fi:Rl\iATIVES 

1. The mainland delegation could state ti~at the 
proceedings at which the Puerto Rican proposal 
was drafted were not in accordance with L~e 
Federal Advisory Committee Act. 

Pro 

0 

0 

I) 

The report from the Puerto Rican delegation 
is far from being acceptable. 

Would allow ample opportunity for mainland 
input and could result in a finished product 
acceptable to the President and eventually 
to the Congress. 

Publicly justifiable in that no mainland 
delegates were consulted in the preparation 
of th.e report. 

Con 

0 

0 

The Puerto Rican delegates would be highly 
embarrassed making it more difficult to 
retreat from ~~e far-reaching positions 
they have taken. 

Sionld mean starting from the beginning and 
involving several meetings greatly extending 
the Group's existence. 

__ _... 

• \ .. 
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2. The fully Advisory Group adopt the Puerto Rican 
doculoli~nt as a working paper. 

Pro 

0 

• 

0 

Should result in ~~e completion of the hdvisory 
Group•s ~rork in the shortest period of time 
~vit.h an "acceptable" product • 

The Pue~to ?~can d elegates should be capable 
of swallowing their embarrass~nt and retreat 
from the far-reaching position ti1ey have taken. 

Op~:m moetinqs would be held in Pu~rto H.ico 
which would give tha Puerto Rican electorats 
a firsthand opportu."lity t o unc!erstand "i.-Jhy 
such f.ar-raaching steps toward local autonomy 
cannot and should not be proposed by the 
Advisory Group .. 

Con 

• 

• 

The mainland delegates must take an ~~popular 
and embarrassing atand and make a strong point 
that the draft proposed by the Puerto Rican 
delegates, in their judgment, will result in a 
fini5hed product unacceptable to tha President 
and the Congress. 

Funding for the continuation of the Group's 
activities mu3t be located. Th~s situation 
occurs with both alternati.ves.. Tab A contains 
a proposed budget submitted by Marlow Cook .. 

RECO!>i..MENDATION 

Marlow Cook recommends Alternative 2. I concur with 
t..lta t recommendation. 

NROSS/pt 5-2-75 
cc: WH files 

\; ' ,_ 
'-.ey·,;, ,....., ~\::>~ - L 

< 

·; 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 
h"''" ~ ·J. z! ~r~: ''0 J 

WASHINGTON 

June 26, 19 75 

JIM LYNN 

President~nanticipated 
Needs Appropriation 

On September 27, 1973 under the Federal Advisory Committee Act, 
former President Nixon, alan the Goven.Jor of Puerto Rico, 
jointly appointed a secon Ad Hoc Advisory Group on Puerto Rico. 
This group was charged to investigate "the extent to which the ~s and adrrJnistrative regulations of the United States should apply 
in Puerto Rico." 

The Group's Charter designated eighteen months as the time needed 
to accomplish the objectives set forth in the Charter. Based on a 
September 27, 1973 starting date, the Advisory Group should have 
completed its work by March 31, 1975. However, the progress of 
the Group's deliberations 'did not make that possible. 

As you are aware, before L'1e final report can be submitted to the 
President and the Governor of the Commonwealth of Puerto Rico, 
public hearings or meetings, as prescribed by the Federal Advisory Committee Act, must be held. It was anticipated that two such hear­
ings, one in Washington, D.C. and the other in Puerto Rico, would 
be held during this eighteen month period. 

In addition to providing the Group's day to day operating expenses 
when the President's Emergency Fund was eliminated by the Congress for FY 75, the Domestic Council felt it could fund these hearings in 
FY 75 through its appropriated travel funds. 
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Unfortunately, a further delay occurred in April, 19 75, when the 
Puerto Rican delegates to the Advisory Group drafted a document 
in secret without consultation with the mainland delegation to the 
Advisory Group. Through weeks of negotiation and diplomacy, 
the proposals have been sufficiently refined to be presented for 
public hearings which are now scheduled for early July during 
FY 76. This delay was not anticipated during the preparation of 
our FY 76 budget. 

While the Domestic Council can continue to absorb the group's opera­
ting expenses until September 30th, I feel our next fiscal year's 
travel authorization will not accomodate the estimated $10,000 for 
the two public hearings. 

It is requested, therefore, that the support for these meetings be 
funded through the President's FY 76 Unanticipated Needs Appro­
priation subject, of course, to the provisions of the Continuing 
Resolution. 

~ 



THE WHITE HOUSE 

WASHINGTON 

July 1, 1975 

MEMOR~DUM FOR: JIM CANNON 

FROM: JIM CAVANAUG~ 
SUBJECT: Funding - Puerto Rico Hearings 

At your request Warren has put together the 
attached package on financing the Puerto Rico 
committee, and I recommend that you sign the 
memo he has prepared for you to send to Jim Lynn. 

p~ 

f-' r 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

July 1, 1975 

Funding - Puerto Rico 
Hearings 

Attached is a formal request to Jim Lynn for funding the two Puerto 
Rico hearings. Pat Delaney is working with the Group to obtain 
a breakdown of the anticipated $10 ,000 expenses but that could be 
included later, if necessary. 

Attachment 
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June ll, 1975 

.-· 
MEMORANDUM- FOR: 

,, 

' 
\ e FROM: 

JIM CANNON. 

SAM HALPER 
\ :; "" 
"-__./ SUBJECT: PUERTO RICO: A Harsh Light D;J.wns 

PROBLEM 
The statistics of Puerto Rico 1 s progress in the quarter century of 

Operation Bootstrap have been a wonder--10 to 12~ annual GNP increases, 

~ bu inesses / 
1,000 US industries and i Jr(opening up in Puerto Rico,, more than 

~~ ~~Y 
~000 new jobs$ s 1 

t each with a multiplier :sU u ef:fect of - . 

and much, IIUlch more. 

Yet right now, after more than ' 2.5 years--quite apart frollt recession .. -

there is still the same percentage of unemployed and roughly the same 

percentage of people below the poverty level. The unemployed and ver.y.R poor 

~f in an absolute sense~d a a; r;J btlk I a:ti£69 &IM dtbibl 

lit• a I 

7 Is/but :Ot relative to ti>e~ices of GNP, or 

the numbers of telephones or aa.dill acs or massive _.pondominiums--or !lliiM" aiiil11 to 
~ ~ ~ ,4.-o a....,v.., 01 i.va.J ~ ~c.- JtW. 

; : ::: t l r b uurt their~rising expectations. 
I . 

Sixty percent of the island ~e poverty leV-el according to the 1970 

cengus, v. 10% on the mainland,, unemployment i 5 up to 17% officially ~i 

htrivatellt d ;-1 
he Governor admits to 30%-J and 71% of the families are on food 
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~ \el)oWJ~"J 
stamps. mon Garcia Santiago, a 2L ~ecretary' a 

~ ,, ~ -
an old lBootstrap hand(in the i/1 Planning 

1Bbar4- an intimate in the Munoz Marin circle, told me: "The food 

stamp program is the largest factor improving the position of the poor in 

Puerto Rico in the past 30 years. No other program has penetrated so deep 

in:to the poor mn1 s house." ..,. w ' if i 3 ss+Hr1 sH :g sa IMii&OUCY. 

Four hundred thousand houheholds are on tlie stamps,, 1.8 million - of the 

3 mil l ion Puertm•r • v Ricans living on the island are eligible.§*S£23 • ..... 
i b.& 1 S!i DDIU Xi I& A.t XY 

~ the coming fiscal year 
5 XL 1 5 JU Puerto 1lico1 s net income from tbe program(Wnr' 

be abaut $500 mill ion, greater tharr the combined total of all federal 

prognrams on the islarrl. Juan • l Albors, ....... . Secretary of 

State (and de facto Lt. Governor), former chief of the Government Develooment 

:&ink (Banco Fomento)
1 

added that 11we are hav:,ing a real growth in the level 

~£ CU.l".I:~UII UU..l .LC:I..L~ .4.11 .ul 1;5fUW#J 

of total personal income; • at the rate of 

15% yearly, going mostly to the poo~-food stamps, 

increased social security benefits, uneljlppoyment benefits. At the same 

. 
production Is negative,, down 3 to 4~.~~ Then Albors,, 11 

Q 

& •• N~. 2 man m 

the government) added: 11 We are very much concerned about the growth of a 
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weltare class . 11 Stamps are being ·~ wagered at cockfights, 

bought and sold on the bl.a k . ~..,,~--c..,..,,._~.:'t~ ~~"~ to bey rum at the~~ 
u , - r-- II- I /'fu 

~~·-

tdiY mil 1. 21 ux:ssmm .. .,..."""'v 
i ': .... 

., 
A poor old lady1s son told her: "I want coupons to take m "] Fzz 1 ·ae 

~~ ~~A~ 
a a P 1 a girl to the movies~pped ex-Governor~ wife liii zbatxl 

/1. 
Jeannette., a popular figure among the pooz:, l(rl saich "This is worse than. 

~ 

Hli.ro~ima. 11 Why,, J~nnette asked. :•Because we people of Puerto Rico hav,e no 

the 'd 
dignity left," 11 Ne.xt year,," mu5 ed i 3? v GUillenno Rodriguez Benitez, 

••••••••••••••· 11111 .. 1' newlY appoint ed chief of the Clovernment 

Development Bank., 11 $;500 tC!Jl. $600 million will come in from food stamps. 

But how caD you not give it to them? 111 

if nst fs 1 1 ps iilkb dlMli:S A grea; debate is going on in Puerto Rico 

right now,, sil~ly,, neep within the government, kept from the public and 

from u.s. media) about which way to tutm. The tinkering looks like it is play~ 

out. liage di.diferenti.als that, together with tax holidays, were Bootstrap's 

prime enticements to US businessmen are 

will be the same on 

z· . " 3 

e rt N 

-. . - "' 

' -.. 
-

running out; by 1977 minimwn wages 

/UW~~ 
island as on -mainland, -,.,----

- ' ldiJll 55 .. s 

LL a f bJ -- ...... illl'lY 

The menace of a ·lwnpm welfare class, at, mass debauched by ~XV' 
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: < .. ..., 

I ""' 
handouts hangs over Jf I x Puerto Rico. 

! "; :)· 

\ -~ .. '"'~ ' 

Is the answer more inducements, other inducements to the factories? 

~pproved 
CTolon j£ l a new wri nkle in wage 

will 
incentives. The government I pay 25% of the production payr~ll 

costs 
new factories meeting certam criterl.a.~(,or the first two years 

~~/. 
The sub~idy will help ~tart-up costs and the learning curve.J. iRstdtn ae-v 

It will not go to a factory that does not show permanence and JC 1111 will 

not be till w• paid over 'i•·2 '! II' I MJJ£0 the two years elapse, to make _, 

eure the industry doesn~t ~ levanto A dozen prospects 

I" 
. _,._ ......... something is fundamentally wrong, that 

Puei'to Rico has to s"'b.rt all over again and the sooner the ] I Stii&l±s better. 

Guillermo Bodriguez 
v~,.-~~ 

Benitez, IUS 
3 t 7 g &bl!$ b&l!!SiCd MIME, drafted 

a few months ago ill dl t U!V' by his party, the ruling patl'•l-'opular 

Democratic Party (PPD) to boa$' the Government Debelopment Bank, 

~ ~ 
•••lllt-.:IIISI!IIZii!IIJ£!1111 !II!X-I!stili!IDIP.IIN&•sl!RIJJJ""Z:-••••:~cteeply-thoughtful ma~ ~iversally well-

regardej 8hakes his head: 11After 25 years what have we to show~ Our 

industrialization program has been anything but a s$caess. ~ had been 

1\\ 
competitiVe here., with this gf'eat tax incentive we have, we'd have beeR 

smothered by :factories. WHere are they? The wage differential is completely 

4 
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Rico, 
wiped out. It costs more to build in Puerto .~ a machinery is more 

rt 
expensive because it is imported, 5 e-Nicing is more expensive, you {:;_~. · 

ha.ve to bring in raw materials and to ship ~ finishPd products; 

it costa mo:re for 1 IW managerial people and for technical people. 

Maintenance, phones nand public service are more expensive. We couldn't 

even attempt a Khmer Bouge. There are no cane fields to drive our people 

back to. What's the answer? I don~t knOl-1. 11 

Two days later, at limch for four in a private dining roolll: in the 

~~~~~~~~~fcrii~~~~~~ifr~~~~~~;i==~--~ Oasellas, 

(ftvo 
one of the youngsters in~Hernandez Colon's cabinet

1
was plying me with 

ta{f about the great changes going on• 40,000 parcels of land had been 

5 

< 

transferred to homesteaders--more in the past year than in the previous .., ten1_.a..lt. 

Rodriguez Benitez, our host, li
3
tened silenly for a while then exploded& : 

11 You are like a butterfly, hoverin< around but never touching groubd. 

What the hell are you talking about? What land? Puerto Rico has no 

land. The question is : IS Puerto Rico viable?" aasellas murmured protests 

for a moment , then said : 11 You're right. Is Puerto Rico viable?11 

cL 
Ad we stood up, , I Z£ & tv again pres sed RodrigueZ' and he gai~ 

mournfully: 11 ! don t know, I don t see it. 11 

0 0 

jlfla•d s- Ja5L: xis• JISJ go. 
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BACKGROUND /-\:-or 
~ .~~· (, 

It began some -,:. ., ears ago in the noble mind of Luis Munoz Mar~~''> ·" 

~shington JXtwhere his rather was the first official delegate of 

~ Puerto ~ 110 the US C:ongress. An aristocra;disdainful of money and 

po5 sessed of a strong sense of noblesse oblige,. a Nation contributor, 

poverty, 

A magnificent thinker and speaker he came to power 

and l¥5 3 I I 7 uiia with the help of Rexford ~ugwell, the us. 

,1"'4 
appointed Governor of the island, also a thorough~liberal ~ 

~~HtA..,~ ~ t...J" ,4 .... ~~ 

~~ ~~o-/ ~· in9 tal l ed in PuenO)\& -J& £5224 mOdel ... liberal »lA• o 

.Agrisulture, t-rhich meant virtual peonage to the latifundista of the • 

day was disdained for industrialism., a ~ wage system that gave a man. 

dignity, allowed him to A tiitc join a union, also 1 r encouraged and 

protect~ by the government. '\[ U 'I I i ?' 

Rico lacked raw materials, a market, an industrial 

workers was not insuperable~ 

and ingeniously to compensate for the island's inherent disadvantages: 

tax incentives, wa~ incentives,, k t . . ~.~---~ ........ r wor er raJ.m.ng coursesK au • 

___ ... "' a constantly ..... escalating mjx. 
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(""\ 
The number of farmers 0rop ,Jed from .220,000 to. 54,1000 in 1974, i n 

/ 

as they crowded jl into the cities 
what had been an agrlicul.tural land , 

~
TOday .c.. • .S 

where the factories wereo thinis of ... Put;to Rico s food baA to be 
imported. Ora~s are brough r Florida, while they rot a!"ound Lares and 
Utuado. It ~(t 1 I I " 4 sa z a 2 E owever the v:ision. 

&:: 

_/ 

l~~ \e,Ut of the ,(r; ~ \.,Ct'-~ ~ 
it was~not born 'nvironment. It I I I rs r-./ 

- .-., . ..~:.J...-"" 1

- .'i' ~~.;-~ ~-,~~ • • ~llil ~M-,~-~~~1.- --,--- w~ .~-~,~~~~---,-'1 
? I 1 £1 ft1P ? . w:zT-r ; J , · , , aau:xaasa: L 

.(; 

the realities, as though P~o 

~. able to sustain ~charges. 

Rico was an advanc0d industr:ial societ;y ) 
l Ric-...., ~ ~ 1. ..,_ 

Today,Puerto ]II ldb " 

-Iii7nsr:n paid holidays v. 10 Cin the states. Counting mat ernity 

I ~~ 
benefits and the like, Secretary of State Albors calculatestfsiland _, 

to another !!ZZ~· u~u~e~u~ur~~ .. ~~ii..lll~.._-: 
fringe benefits s against 15-18% on the mainlando 

1Jw, ~, ~ • .,)~ ~;:r:::;c..,~ p.Jtz a... c~ ····~ 
I I I L t 1 1 t 11 2!&222 I I &!JS&LDlii& 

11b"'-'-~~ .,fU .. ~ r-~ 
;1 , ussa au 1 

~..,c.,.~~ I.o~~~ cz ~ ~""" [~ L-..-
7 

6 
I m::sc6: PI 6 0 ~ - "I 2 I I a/\ Pepin Bosch, the owner, is an old 

1 13.~ J4 ~ ~~"-~_) 
fr i end of l-1unoz but it costs 1L t%~20 more per case )R'fnwUJ 

:.11 ~~~ 
._ San Juan than in}\IJacksonvil l e,, Flor~.An Arthur Anderson study 

~ ,?2~~ 
s~owe~"tha.t "~costs me g. D $4 mill ion more to have a distill ery 

in Puerto Rico. What will I tell my stockholders 1 I love Puerto Rico but I 11t 
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~ also love those $4 million. 11 Bacardi is wolth 400 jobs to the _.,I 
/ 

'FEFF * '? 3 i sW lg R7 

••-will probably 21, 1 

[ I I ··w ; sn put another 

J,... JJ.•., 
Band-Aid on an already-contrived economic arrangement. Perhaps a"freight 

[--~~~t:L1~-·· --~~-....,~~~.~~G.>.t) ~s~ ~ 1 a~# 
ti (k. ,.:.t .... J. &--

f-The case of theA unions is classic. Part of the apparatus of a modern1 

Munoz aspired, 

. ~1~./ 
is a strong labor movement aiililOved to this end. He encouraged trade 

uniomi.sm., catered to it, used the government 

~keep ~ 
Jl -~ 

,- -the need~evelop il"Jik ' : j ;1 ;; esjential skilts ani v; 's JJ 2 I I , r - n z -· 
~foda:lr. rt· ~-

i.oughness •. J uf • ace trade union movement on the islam 

teb:is to be weak and lt""pa
8
sive ; neither leader~bers have Qr- skills tl'-(; 

--. sto:ma.chs for : a knock wdown strike with strong picket linesa I 

~ . Weakness 

to fightfttti t er;;::=;.. • 
1iiiih' fight dlirty; 8abotage anSi bombings are everyday L Ciidk!X tactics:j. 
ill ' I • s I • • go r · I s I I 7 r 71 and t • y ~0 
II 2 r The weak state of the uions ha~~en; golden opportunity for 

the Gommuni§t wing of the Puerto Rican independence ~ovement, the PSP 

.................. I'I.IIIIBIIJIIJ!••• ~he Puerto Rtcan Socialist 

Part 'lof Juan Mari Bras , Mil it ant, d:i,c ipl ined, organiZed, the ''ari Bras 

8 
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b 
comunists have, in effect, ~ome a serv~ agency for striking unions, 

furnishing' pickets,. demonstrationsx, riots, strategy. legal c 0unsel~TOday1 of 

:the 20% of Puerto tico 1s labor force that is unioniz d, about 3-4% _. is 
0 

r 1 

I SUM milij;antly pro-PSP, while many of the others accept help, 

which is quickly and systematically volunteeredo-.:. t/he negative ef1'ect of the 
8abotage and bombings~~.%;.. , , ..;,~...c,.(. 

~d benefits_...- • 
"We have r:Lghtif\tllat no one has ever worked for." a liberal PBerto Rican 

lawyer remarked one evening. 11 We got NLRB before we even needed an NLRa 

and ditto to the Civil Liberties Cbmmission. 11 (Characteristically, 

"" upo~ deciding to set up a permanent, ;(e ~ 
C ~hat the island nee e ~trong c:Lvn !ioert es watchdog, '1f JJ1Vited the 

lCLU1 s Roger ~ldwin down ' ;5 !J J -,, from New York to do the job.) 

.. I ' 
.. ,.,. - ... L J f iiba 2 5 g* • II 

2 *
1

§ t &7 I 1 6 i the fr i ... 
•

7 nut ISH 1 

~ -
]he effects of Munoz s policy ofa foreign transplants A o 

/J.u~ i:u f~ Ot\ .JttJ}•e.,, ~~ ,.,._.. .. ._. ,......- :; 

it t 
1 I XUJtkblOUSJOX dlbb621 P g l .._. the present n ed 

to import 65% of the island 1 s foodstuf r s including commodities 

long and better produc ·;d in Puerto Rico, e.g. oranges, coff ee. 

('tl\:\: .,;) 

..... is the ne.cd to impor t technicians while the University of Puerto 

Rico continue s ,lllllliiiiiP 

tradition, to~in students in the humanities of which there is already 

a surplus. 



and for long 

10 

Last Friday in his study the Governor said: "We have to deVelop a 

~ quality of civUizatJ.on;na11 is indigenous." 

planning. 
~xvx llecond, the 

and with wgge ~~ 

ham 

9 econd 0 take a • Use the recessiona8 

back JD'&VD:nav:im:'ixv 

,. take a abuses arxl abusiv.e 

~ 
cu8toms~ ~ recess 

{'w-U~-- ~. 
'iA a :Q e~elleft.i e~~eFtlm'-tY to bx eak lou~-

r s~:W rerfused to pay 

10 

and made it st~~ by forcing through the Legislature 
i e and teachers, previously con~cted forx and got the 

a law repealing the 

~ ~(11. 



.. ', COMITE AD HOC SOBRE EL DESARROLLO 
DEL EST ADO LIB'RE ASOCIADO DE PUERTO RICO 

Edificio lntendente Ramirez - Oficina 802 

San Juan, Puerto Rico 00905 

RESOLUTION 

In accordance with the agreements adopted on June 1974 
by the Ad Hoc Advisory Group, the Puerto Rican part of this 
Ad Hoc Advisory Group forwards to its United States colleagues, 
for the corresponding joint action, its proposal for a Compact 
of Permanent Union Between Puerto Rico and the United States, 

"~p~lo;Sed herewith. . We recommend that the discussion ·of the ' 
proposed Compact constitute the first and principal item in 
the agenda of our forthcoming meetings to be held in 
Washington, D.C. on the 8th, 9th,.10th and 11th of May.• 

The Proposed Compact of Permanent Union between Puerto 
Rico and the United States considers, although it does not 
purport to exhaust, two of the three charges included in 
our Charter of September 1973, to wit: 

1) "In order to implement the express desires of the 
people of Puerto Rico freely made in the plebiscite 
of 1967, this Ad Hoc Advisory Group will be charged 
further to develop the maximum of self-government 

·and self-determination within the framework of 
Commonwealth --a common defense, a common market, 
a common currency, and the indissoluble link of 
United States citizenship. 

2) "The Advisory Group will J-nquire into and report 
and recommend on the extent to which the statutory laws 
and administrative regulations of the United States 
should apply in Puerto Rico." 

The third and last charge'refers to the following: 

3) "As part of this Charter, the group must study alternate 
forms of participation in the federal decisions affecting 
the people of Puerto Rico, which the people of Puerto 
Rico ought to consider together with the presidential 
vote recommended.by the first Ad Hoc Advisory Group." 
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Finally, the Charter states: 

"In keeping with the plebiscite law, no change in the 
relationship recommended by the Group, together with 
the recommendations of the first Ad Hoc Advisory Group 
would be made unless previously approved by the people 
of Puerto Rico." 

On the right to vote in Puerto Rico for candidates for 
President and Vice-President of the United States, the Puerto 
Rican members of this Ad Hoc Advisory Group suscribe the 
recommendation of the _previous Group to the effect that 
the electorate of Puerto Rico be consulted directly and 
separately on this form of participation. 

While our proposed Compact of Permanent Union includes 
several provisions which provide alternate forms of partici­
pation, we do not intend to adjuge in it the issue of the pre­
sidential vote. A majority of us consider preferable not to 
delay the final approval of this Compact by the inclusion of 
provisions (such as a constitutional amendment) that go beyond 
the range of action of the Congress of the United States and 
the people of Puerto Rico. 

Approved, Saturda~April 12, 1975 • 

.. 
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DEL EST ADO LIBRE ASOCIADO DE PUERTO RICO 
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APRIL 12, 1975 

' . 

COMPACT OF PERMANENT UNION BETWEEN PUERTO RICO AND THE UNITED STATES 

1- The Free Associated State of Puerto Rico 

The people of Puerto Rico constitute .an autonomous body 

politic organized by their own, free and sovereign will and in 

common agreement with the United States under the juridical 

structure and official name of the Free Associated State of 

Puerto Rico. 

The people of Puerto Rico, a cultural community of hispanic 

language and tradition, citizens of the United States as well 

as citizens of Puerto Rico, have repeatedly decided and have 

expressed --in their Constitutional Convention, in referendums 

and in a plebiscite specifically held to that effect-- their 

purpose to live in permanent union with the United States upon 

mutually satisfactory and just bases. 

In fulfillment of the terms of that plebiscite and subject 

to the approval _ of the Congress of the United States and the 

ratification in referendum by the people of Puerto Rico, it is 

hereby agreed to reaffirm, to consolidate and to improve the 

relationship already established, by means of this Compact of 

Permanent Union Between Puerto Rico and the United States. 
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2- Jurisdiction and authority of the Free Associated State of 
Puerto Rico. Delegation of certain powers to the United 
States. 

a. The Free Associated State of Puerto Rico has jurisdiction 

over the population and island of Puerto Rico, its seas, and the; 
I 

population, islands and seas adjacent to Puerto Rico. 

b. The right of the Free Associated State of Puerto Rico 

to govern itself is hereby recognized, as well as the right to 

exercise all the necessary powers and authority to govern the 

people of Puerto Rico according to its own Constitution and laws, 

to represent them, and to make a compact with the United States 

as to the nature of its present and future political relations. 

c. In the exercise of their power of self-government, the 

people of Puerto Rico now propose: 

1- To agree with the U~ited States upon the norms, 

provisions, and procedures set forth in this Compact 

2- To delegate to the United States the powers and 

attributes specified in this Compact 

3- To reserve all other powers and attributesof their 

political life to the Free Associated State of Puerto Rico or to 

the people of Puerto Rico 

4- To recognize the Supreme Court of the United States 

as final juqge of the scope of this Compact, of the applicable 

provisions of the Constitution of the United States, and of 

whether or not the laws conform to its provisions. 

d. The United States will have responsibility for and 

~uthor,ity with respe~t_ to __ for_eign _political affairs and defense 
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affecting the Free Associated State of Puerto Rico. Nothing 

herein shall preclude the right of the Free Associated State 

to participate in international organizations as may be 

consistent with the functions of the United States, or from 

making agreements with other countries with respect . to educa­

tional, cultural, health, sporting, professional, industrial, 

agricultural, financial, commercial, scientific or technical 

relations. 

-more-
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3- Legal Title to Crown Lands and Navigable Waters 

a. Lands 

All property which may have been acquired in Puerto Rico 

by the United States under the cession of Spain in the treaty of ~ 

peace entered into on December 10, 1898, and to which the United 

States holds title, shall become the property of the Free Associated 

State; Provided, That the United States may continue to use 

for public purposes that property which is now being used for such 

purposes; Provided, further, · That the President may,- from time to 

time, convey to the Free Associated State of Puerto Rico those 

lands, buildings or interests in lands or other property now 

utilized by the United States which in his judgment are no longer 

necessary for the purposes of the United States. The President 

of the United States may, from time to time, accept by grant 

from Puerto Rico, any lands, buildings or other interests or 

property which may be needed for public purposes by the United 

States. 

b. Navigable Waters 

The harbor areas and navigable streams and bodies of 

water and submerged land underlying the same and around the 

Island of Puerto Rico and the adjacent islands and waters not 

reserved by _the United States for public purposes nor alienated 

in any other way, shall become and shall continue to be the 

property of the Free Associated State; Provided, That the laws 
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of the United States for the protection and improvement of the 

navigable waters of the United States and the preservation of 

the interests of navigation and commerce, shall continue in 

force as at present, unless contrary agreed to; Provided, further, 

That nothing contained in this Act shall be construed so as to 

affect or impair in any manner the terms or conditions of any 

authorizations, permits, or other powers heretofore lawfully 

granted or exercised in or in respect of said waters and submerged 

land in and surrounding said Island and its adjacent islands 

by the Secretary of Defense or other authorized officer or agent 

of the United States. 

-more-
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4- Internal Revenue 

a. Except as provided in paragraph b of this article and 

in articles 6-b and 9 of this Compact, the internal revenue laws 

of the United States shall not have effect in the Free Associated -----State of Puerto Rico. 

b. The income tax laws of the United States may have effect 

in Puerto Rico only upon the income of residents of Puerto Rico 

derived from United States or foreign sources, but income tax 

payments to the Free Associated State of Puerto Rico upon 

income derived from United States or foreign sources shall 

be credited against federal income tax. 
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5- Reciprocity Provisions 

a. There shall exist full reciprocity between the Free 

Associated State of Puerto Rico and the United States, the States 

of the Union and any other body politic of the United States, •· 

concerning the following: 

1- Giving full faith and credit to official certifications, 

documents and judicial proceedings 

2- . Accepting and honoring rights of removal and surrender 

of fugitives 

3- Mutually exempting from taxation the official obligations 

issued under the authority of any of the jurisdictions referred 

to above. 

b. In the interests of cooperation and efficiency, and when 

compatible with their legal responsibilities and authority, 

officials of the departments and agencies of the Free Associated 

State and officials of the departments and agencies of the United 

States are directed to assist~ one another in the execution of~­

their respective functions. 
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6. Common Citizenship - Its Rights and Duties 

a. All persons born in Puerto Rico are citizens of the 
United States and have all the rights, privileges and immunities 
inherent in that citizenship as well as duties pertinent thereto. 
While residing in Puerto Rico, they shall also enjoy all the 
rights, privileges and immunities and shall have all the duties 
which the Constitution and the laws of Puerto Rico confer and 
impose on its citizens. In case of a change of residence to any 
state or other jurisdiction of the United States, the citizens 
of the Free Associated State of Puerto Rico shall have in addi-
tion to their rights and duties as citizens of . the United States-, 
all the rights, privileges and immunities, as well as the duties 
of citizenship established by the Constitution and the laws of 
that state or jurisdiction. Likewise, any citizen of the United · 
States who changes his residence to Puerto Rico shall, in addi­
tion to his rights and duties as citizen of the United States, 
acquire all the rights, privileges and immunities as well as the 
duties established by the Constitution and laws of Puerto Rico. 

b. The laws of the United States which provide loans and 
other assistance for the benefit of the health, education, 
housing, opportunities for employment, and social welfare of the 
citizens of 'the United States shall be applicable to the citizens 
of the United States residing in the Free Associated State of 
Puerto Rico. When such laws require from the states or the 
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citizens therein, special contributions in order to receive 

such benefits, the Free Associated State or its citizens shall 

make the payments required by such law. 

c. The Free Associated State shall contribute to the 

maximum of its economic capacity to improve the health, educa­

tion, housing, opportunities for employment, and social welfare 

of the citizens of the United States residing in Puerto Rico. 
" 

d. A system of contributory payments to the Treasury of 

the United States shall be initiated, at the appropriate time, 

in gradual ways which will not substantially impede the economic 

and social development of Puerto Rico, based upon disbursements 

which shall be made by the Legislature of Puerto Rico from the 

general fund or any other sources subject to the legislative 

action of Puerto Rico. (See Annex A.) 
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7- Security and Common Defense 

a. Laws of the United States referring to _defense and 

national security shall apply to the Free Associated State in 

accordance with their terms. The President and the Governor wil1 

consult and cooperate to facilitate objectives of defense and 

national security. 

b. When the President of the United States considers 

that the security and common defense require the acquisition 

of properties in Puerto Rico, he shall thus certify to the 

Governor of the Free Associated State, who shall proceed to 

acquire by expropriation or by any other means the required 

property and place it at the disposition of the Government of 

the United States. 
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8- Currency 

The currency of the United States shall be the exclusive 

currency of Puerto Rico. The laws of the United States relative 

to currency, coinage, gold and silver shall apply to Puerto Rico; 

in accordance with their terms. 
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9- Common Market 

a. Economic, trade and commercial relations between the 

United States and Puerto Rico shall be conducted within the 

framework of the common market heretofore established between 

the United States and Puerto Rico. The United States shall 

not impose restrictions, tariffs, or taxes of any kind on 

articles imported into the United States from Puerto Rico, nor 

shall Puerto Rico imp~ restrictions, tariffs, or taxes of any 

kind on articles imported into Puerto Rico from the United 

States. 

In recognition of the reciprocal benefits the United States 

and Puerto Rico have derived from expanding trade within the 

common market, but in recognition, also, of worldwide interest 

in trade expansion, of United States international obligations 

and interests with regard to foreign trade liberalization, and 

of Puerto Rican interest in the expansion of its foreign trade, 

it shall be the purpose of the United States and of Puerto Rico 

to pursue policies of foreign trade expansion and liberalization 

in a manner compatible with the continued expansion of trade 

and commerce within their common market economic community. 

b. Except as hereinafter provided, laws and tariff provi­

sions of the United States on articles imported from foreign 

countries shall be applicable in Puerto Rico. 

c. The income from customs duties, licenses for imports, 
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tariffs and taxes collected in Puerto Rico, as well as internal 

revenue taxes which may be collected on articles transported from 

Puerto Rico to the United States, shall be paid into the 
I Treasury of Puerto Rico, after deducting the expenses of such 

collections. The terms "income" and "taxes" referred to in the 

preceding sentence shall not be understood in any limited way 

and they extend to every kind of revenue, direct or indirect, 

of any nature. 

d. Notwithstanding the provisions in Section a. and b. of 

this article, Puerto Rico shall continue to enjoy the right to 

levy tariffs upon or otherwise to restrict the import of coffee 

from foreign countries or the United States; and in a manner 

consistent with the international obligations of the United 

States and after prior consultati·on and coordination with the 

federal authorities concerned, Puerto Rico may levy, increase, 

reduce or eliminate tariffs on finished, semi-finished, agri-

cultural or raw materials imported directly from foreign countries 

or transshipped through the United States; Provided, That any 

?rticle containing material from foreign sources imported into 

Puerto Rico at a tariff rate lower than the tariff rate 

applicable in the United States shall not be sold or shipped 

to any other point in the United States customs territory 

unless the appraised value on sale or shipment of said article 

contains at least 35 percent in value added in Puerto Rico. The 

same principle shall apply to articles containing material from 
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foreign sources exported to Puerto Rico from the United States. 

e. The consultation and coordination alluded to in Section d. 

shall be undertaken with the purpose of facilitating internal 

customs procedures, proposed trade agreements and commercial 

arrangements with foreign countries which Puerto Rico may be 

interested in making that may involve tariff adjustments, as 

well as international trade negotiations undertaken by the 

United States referred to in Section f. 

f. In international trade negotiations that the United 

States may undertake, account shall be taken of the commercial 

and industrial interests of the Free Associated State, as well 

as of its stage of economic development. With regard to 

commercial treaties it may enter into, the United States, in 

agreement with the Free Associated State, shall seek to have 

extendend to the exports of Puerto Rico the most favorable 

consideration. Should the Free Associated State so desire, and 

after consultation and agreement, the United States shall seek 

to have Puerto Rico accepted as an associated developing state 

which the developed countries recognize as qualifying fully 

to participate in all benefits from any regional or worldwide 

system of preferences for developing countries. 
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10- Entry of Aliens into Puerto Rico 

a. Immigration rules, regulations and procedures of the 

United States shall apply to Puerto Rico in accordance with 

their terms, except when the President of the United States and 

the Governor of the Free Associated State may from time to time 
agree, in the light of economic and demographic considerations 

applicable to the Free Associated State, to limit the number of 
aliens who may be admitted to Puerto Rico or to increase the 

quota of aliens who may be admitted to Puerto Rico as resident 
aliens to meet the needs of the Free Associated State for scien­

tific, professional, technical, sporting, cultural, industrial, 
agricultural, and educational purposes, or for reasons of 

hospitality to political refugees. 

b. Nothing included in any of the provisions of this 

article shall be applicable nor shall affect in any way the 

citizens of the United States and their right of free transit 

between the United States and Puerto Rico. 
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11- Representation of Puerto Rico 

a. The Free Associated State shall be represented in the 

Senate and the House of Representatives of the United States 

by one representative in each House, who shall be elected for that 

position according to the laws of Puerto Rico. They shall have 

a seat in the Senate and in the House of Representatives of 

the United States and shall receive offical acknowledgement from 

all the departments of the Government of the United States upon 

presentation by the Department of State of a certificate of 

election issued by the Governor of Puerto Rico. Such representatives 

shall have the qualifications established for members of the 

Senate and the House of Representatives, respectively. 

b. In case of a vacancy in ~ither of these positions, it 

will be filled for the rest of the term according to the laws 

of Puerto Rico. 
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12- Applicability of Federal Laws 

a. The laws of the United States applicable to the Free 

Associated State on the date of approval of this Compact shall 

continue in effect except and to the extent repealed or modified 

by this Compact, or incompatible with it, and except as here­

after modified, suspended or repealed in accordance with law. 

b. Laws hereafter enacted by the Congress, unless other­

wise provided by this Compact, shall not be applicable to the 

Free Associated State unless such laws explicitly refer to the 

Free Associated State and except as provided in sections c 

and d of this Article 12. 

c. Laws of the United States enacted after the effective 

date of this Compact which are applicable to the Free Associated 

State pursuant to the powers and functions expressly delegated 

to the United States in this Compact, shall apply to the Free 

Associated State unless and except to the extent that they are 

incompatible with this Compact except as otherwise provided in 

section d of this Article 12, and except as may otherwise be 

provided by order of a court of competent jurisdiction. 

d. In the event that the Free . Associated State, prior to 

the enactment of any law of the United States after the effective 

date of this Compact, shall notify the President of the United 

States, the Speaker of the House of Representatives and the 

Presiding Officer of the Senate of the United States that it 

objects to the application of such law to the Free Associated 
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State, and shall state its reason for such objection, such law 

shall not be applicable to the Free Associated State unless and 

until, by joint resolution, the CongreS$ shall find and declare 

that the application of such law to the Free Associated State is 

essential to the interests of the United States and is compatible 

with the provisions and purposes of this Compact; Provided, That 

this paragraph shall not apply to laws which directly affect the 

rights and duties of citizens and the security and common defense, 

nor to foreign affairs and currency as specified in this Compact. 

e. Rules, regulations and orders issued by the departments 

and agencies of the United States after the effective date of 

this Compact shall not apply to the Free Associated State unless 

and except to the extent that they are compatible with this 

Compact. In the event that the Free Associated State shall 

notify a department or agency of the United States that it 

objects to the application of any such rule, regulation or 

order to the Free Associated State, such rule, regulation 

or order shall not be applicable to the Free Associated State 

unless and until the department or agency shall find and declare 

that the application thereof to the Free Associated State is 

essential to the interests of the United States and is compatible 

with this Compact. Any such determination shall be subject 

to judicial review in accordance with law. 
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13- Assignment of Federal Functions to the Free Associated State 

a. The Government of the United States may from time to 

time transfer to the Free Associated State the total or partial 

performance of functions delegated to the United States by this 

·compact, provided that the Goverrnent of Puerto Rico agrees to 

perform them. 

Except as otherwise agreed to, the Government of Puerto 

Rico, its agencies and dependencies shall assume the expenses 

and responsibilities inherent in the assignment received. 

The officials and employees of the Government of the 

United States in charge of the functions on the date of their 

transfer shall retain the rights previously acquired by reason 

of their employment. 

b. The Congress of the United States, in appropriations 

legislation applicable to the Free Associated State, shall pro­

vide maxi~ flexibility for the use of such funds, consonant 

with the purposes and objects of the appropriations, so that the 

use of such funds may be adapted to the special circumstances 

and conditions relevant to the administration of the program 

in the Free Associated Stateo 
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14- Joint Commission 

a. There is hereby created a Joint Commission for a term of 

five years, composed of six (6) members, three (3) members and 

their successors appointed by the President of the United States 

and three (3) members and their successors appointed by the 

Governor of Puerto Rico. The Commission shall adopt its own 
• internal regulations. 

b. This Joint Commission has as its principal assignment 

to help in the perfection of the legal and administrative relations 

between the United States and Puerto Rico in agreement with the 

fundamental objectives expressed in this Compact and, to that 

effect, shall have the following specific assignment: 

1- The Commission shall study the desirability of 

retaining, modifying or eliminating the application of specific 

Federal laws to the Free Associated State and shall give priority 

in such study to the laws pertaining to communications, coastal 

shipping and administration of selective service. The Cormnis­

sion shall submit its reports to the President and to the 

Governor. When the report recommends the discontinuance of the 

applicability of a particular law or part of law to the Free 

Associated State, and the President of the United States and the 

Government of Puerto Rico concur with the recommendation, it shall 

be submitted to the Congress of the United States. If ninety days, 

counted from the date when Congress receives the recommendation, 

shall elapse without either House rejecting it, said law shall 

cease to have effect in PuertD Rico. 
-more-
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2- The Commission shall also study the possible transfer 

of federal functions to agencies of the Free Associated State, in 

accordance with the provision of Article 13-a and shall make the 

pertinent recommendations. When they involve the transfer of 

particular federal functions to the Free Associated State, such 

recommendations shall be submitted to the President of the United 

States and the Governor of the Free Associated State. If both 

agree with the recommendations, the President shall by Executive 

Order provide for such transfer and shall transmit such Execu­

tive Order to the Congress. Any such Executive Order shall be­

come effective at such time as it shall specify, unless either 

House of Congress, within ninety days from receipt of the 

Executive Order, shall object. 

c. The Commission shall have a professional and technical 

staff and may use the services of the research institutions which 

it deems ·convenient; and is hereby authorized to request and 

receive the cooperation of any agency, department, or bureau 

of the United States or of Puerto Rico. 

d. The Commission shall have an annual budget, to be 

shared in equal parts by the Government of the United States 

and the Government of Puerto Rico. The Commission shall formulate 

its own budget proposal annually. The sum of 

is appropriated for the first two years of operation. 
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15- Judicial Review 

a. The courts of the United States and of the Free 

Associated State shall have concurrent jurisdiction with respect 

to justiciable questions arising under this Compact, and actions 

instituted in the courts of the Free Associated State may not 

be removable to a federal court on the grounds that provisions 

of this Compact are in issue. 

b. The Free Associated State may institute and maintain 

proceedings in any court of competent jurisdiction to obtain 

relief authadzed by law with respect to any law or action 

alleged to be in contravention of this Compact, but the right 

of the Free Associated State to maintain such proceedings shall 

not prevent any person in any proceedings from asserting a 

claim under this Compact. 

c. Final judgments and decrees entered by the highest court 

of the Free Associated State in which judgment could be had, which 

are wholly or partly based on questions of federal law or the 

interpretation of this Compact shall be subject, only as to these 

~uestions, to review by the Supreme Court of the United States 

in like manner as judgments of the courts of last resort of the 

states of the Union. 
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16. United States District Court 

a. There shall exist a United States District Court for 

the Free Associated State whose jurisdiction shall be the same 

as that of other District Courts of the United States, including 

the jurisdiction over the naturalization of qualified aliens 

and residents in the Free Associated State. 

b. All the procedures, pleadings, and records shall 

be conducted in Spanish, unless the Court, in the interest of 

justic.e, shall otherwise determine. 

c. The selection of the jurors shall be conducted and 

their requisites fhall be guided in accordance with the laws 

of the United States, provided that such selection and requi­

sites are consistent with Section b of this article. 

d. The United States District Court shall not intervene 

to prevent the establishing or collecting of any tax imposed 

by the laws of the Free Associated State. 
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17. Labor 

a. The public policy of the United States and of the 

Free Associated State is declared to be that the minimum wage 

in Puerto Rico be equivalent to the minimum wage in the United 

States as soon as economic conditions in Puerto Rico so permit. 

From the moment in which this Compact becomes effective, 

the minimum wage of employees in Puerto Rico who work in 

shipping and aviation industries or enterprise~ and of those 

the products or services of which are sold or rendered sub­

stantially in the United States, shall be covered by the pro­

visions of the Fair Labor Standards Act or any other general 

minimum wage law of the United States. In all other cases, 

the authority to fix minimum wages and working hours lies in the 

Free Associated State, which assumes the responsibility to reach, 

as soon as possible, the goal set in the previous paragraph. 

b. The Free Associated State of Puerto Rico shall have 

exclusive jurisdiction over all matters pertaining to labor­

management relations, except for the shipping and aviation 

industries,which shall be covered by the appropriate federal 

laws, as may be determined by the Congress of the United States. 

c. The Free Associated State of Puerto Rico shall have 

exclusive jurisdiction over all matters pertaining to laws 

and regulations on occupational health and safety, except for 
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the shipping and aviation industries, which shall be covered 

by the appropriate federal laws, as may be determined by the 

Congress of the United States. 
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18. Ecology 

The primary authority to regulate the ecology and 

environmental quality in Puerto Rico shall reside in the 

Free Associated State of Puerto Rico. 

-more-



.. 

-27-

19. Effective Date 

In order to become effective, this Compact shall require: 

a. Its approval by the Congress of the United States 

b. Its approval by the electorate of the Free Associated 

State in a special referendum called to that effect by the 

Legislative Assembly of Puerto Rico. 

c. The official proclamation of its approval by the 

electorate of the Free Associated State and the determination 

of its effective date, which shall be determined by agreement 

between the President of the United States and the Governor 

of Puerto Rico, to have effect within a period not longer than 

one year following its approval by the electorate . 
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20. Transition 

Nothing in this Compact shall be deemed to interrupt 

or impair the jurisdiction of the courts or quasi-judicial 

agencies over matters pending before them at its effective 

date nor to affect, until their normal expiration, any 

franchises, permits and other grants issued prior to such 

effective date. Actions by either the United States or the 

Free Associated State prior to this Compact which would be 

lawful at its effective date, shall not be affected in any 

way by its approval. 
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21. Amendments 

This Compact can be amended only by mutual agreement 

and always with the approval of the electorate of Puerto 

Rico. 
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ANNEX A 

Since J952, the idea has been expressed that the Common-
. wealth, by means of voluntary agreements, should make contrib-

utory payments to the economic burdens of the Union between 

the United States and Puerto Rico, in agradual manner, 

from the moment that Puerto Rico can so contribute without 

substantial injury to its economic and social development. 

Puerto Rico receives from the Government of the United States 

valuable financial, social, and other aids, and it is just and 

proper that it contribute as soon as it is able to do so to the 

Teasury of the United States, from which these benefits come. 

This principle is contained in the Governor's Message to 

the Legislature in 1952. It is also included in a Resolution 

on status, of December 3, 1962, of the Legislative Assembly of 

Puerto Rico, approved with the endorsement of all the parties, 

which expressed it thus: 

Whereas, those who support the Commonwealth status 
conceive its maximum development in permanent union 
with the United States of America under the fol­
lowing principles: 

.... The adoption of a formula under which the people 
of Puerto Rico will contribute to defray the general . 
expenses of the United States Government in a manner 
compatible with the stability and economic growth of 
Puerto Rico. 

The new Compact should contain a formula to determine in 

what future circumstances such payments can and ought to begin, 

-more-



A -2-

by the authority of the Compact, from the internal sources 

which the Legislature may detenaine, and in what gradual way 

and to ,..;rhat degree those payments should be developed. Various 

formulas have been proposed by the Puerto Rican members of the 

Ad Hoc Committee; but the group is not entirely satisfied with 

any of them and considers that better ones can be developed. 

We reproduce below the proposed formulas and we invite the 

people to suggest, in public hearings or any other way, other 

formulas or to improve those presented. 

The formulas proposed up to the present are the following: 

1. The Free Associated State shall initiate a system 
of contributory payments to the Federal Treasury when 
80% of the families in Puerto Rico have an annual in­
come no smaller than $4,000, in terms of the present 
purchasing power of the dollar. 

2. The Free Associated State shall initiate a system 
of contributory payments to the Federal Treasury when 
the average annual family income in the Free Associated 
State reaches 80% of the average annual family income 
in the state of the United States with the lm.;rest 
family income. 

3. The Free Associated State of Puerto Rico shall 
contribute to the Federal Treasury a given percentage 
of the average of its Total Net Income during the five 
year period immediately preceding the year to be selec­
ted to begin the Free Associated State contribution. 
If this contribution were initiated in 1976, projected 
to the year 2000, the base would change five times, 
raising the amount of the Free Associated State contri­
bution, proportionally with the increase in the Total 
Net Income. 

This procedure will continue to be applied 
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indefinitely --changing the base every five years-­
until the Free Associated State contribution reaches 
a reasonable amount, 'ivhich, it is estimated, \vill 
never exceed the average amount of the federal aid 
received during the preceding five years. 

4. No definite payment in exact amounts of money 
would be made; the contribution would consist in 
the value of the rent for the lease of all the real 
estate which passed from the Spanish Crown to the 
Government of the United States in 1898, and which 
should have always really belonged to Puerto Rico, 
and in the value of services rendered by Puerto Rico 
to the United States, including the execution of 
federal functions which the Free Associated State 
agrees to undertake. 

The contributory payments to be made by authority of 

this Compact, which do not consist of taxes imposed by the 

Congress of the United States, shall be raised by the 

appropriations and from the funds that the Legislature of 

Puerto Rico may determine. 

We repeat our invitation to improve this as well as 

any other part of the proposed Compact bill of the Puerto 

Rican group of the Ad Hoc Committee. 
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