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Background 

Puerto Rico is up, open, and operating, but desperately needs to move to renew and transform its 
infrastructure to stabilize the economy and spur economic growth. Real progress is accelerating in 
distributed generation and storage at local level, but these transformative achievements cannot move the 
needle in the short term. Puerto Rico requires $Billions and it must start NOW – but the government and 
related entities who dominate the market for the provision of services are bankrupt, facilities remain 
devastated by neglect and hurricane damage, planned privatization (while positive)  adds uncertainty, and 
the return to the capital markets is beyond the visible horizon.  
 
Potential investors, contractors and lenders to Puerto Rican Government-related entities, and/or 
projects/companies that rely on contractual payments from these entities, face significant challenges in 
raising and committing capital. Private investors are uneasy about unpredictable losses due to lack of 
credit/transparency associated with Puerto Rican entities and political risks, such as government 
interference, discriminatory changes in regulations, contract frustration, and performance obstructions. 
 
Beyond disaster recovery money, there is a requirement for the federal government to play a catalytic role 
through transitional financial support. It would be impractical and unwise for the federal government to 
simply provide all the capital and immoral to ignore the need.  
 
Dozens of critical projects in energy, water, waste, transportation, housing and more representing $Billions in 
investment are sitting on the sidelines without any ability to move forward. Among them are over 1600MW of 
contracts for renewable power generation dating back to 2011. All are sited, many are fully permitted, and 
several have interconnection agreements. These all need to be renegotiated to reflect the steep reduction in 
the installed cost of renewable generation and in some cases to incorporate on-site storage, but this could be 
done expeditiously if there was a clear path to financing - there is not. And contrary to what many believe, it is 
not the role of the Financial Oversight and Management Board (FOMB) to provide it. 
 
To address these challenges, the federal government can, should, and will make use of or re-apply existing 
programs, but these are not sufficient to address the enormity and immediacy of the challenge. The nature of 
the crisis in Puerto Rico calls for the adoption of an altogether different structure for financial support that is 
also familiar to federal agencies.  
 
The Overseas Private Investment Corporation (“OPIC”) already offers political risk insurance (“PRI”) to cover 
risks of loss caused by many of the similar risks faced by investors and lenders in Puerto Rico.  OPIC-
supported PRI facilities can attract capital with long-term risk-mitigation coverage backed by the U.S. 
government’s Full Faith and Credit.  
 
OPIC cannot insure or lend to borrowers or projects in the US as its name implies. The USDA has some terrific 
programs aimed at less developed or lagging areas of the US – but nothing like this. The result is that the US 
Government will provide better risk management incentives to American companies to invest in, for example, 
Haiti, than in Puerto Rico. Within the US, Puerto Rico is indeed a unique situation, but does that sound right to 
anyone? 
 
Solution 
 
The Borincana Foundation proposes we address this discrepancy and work for the establishment of Puerto 
Rico Risk Insurance (“PRRI”) modeled on OPIC PRI cover.  
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PRRI coverage and eligibility would be broadly consistent with guidelines used in OPIC programs. Key terms 

would include:  

 Up to $250 million per project for up to 20 years 
 Non-cancellable coverage and guaranteed rates for entire term of the insurance contract 
 Claims avoidance through advocacy by various U.S. government agencies on behalf of the Insured 
 Insured must demonstrate positive economic development impact, and comply with federal policies 

on human and worker rights, environmental impact, and impact on U.S. economy 
 Government of Puerto Rico and/or related entity must acknowledge and consent 
 For so long as Puerto Rico remains bound by PROMESA, the FOMB must acknowledge and consent  
 Insured must meet certain minimum levels of US ownership 

 
PRRI has several advantages over other methods of transitional financial support including but not limited to:  
 

 Covering equity as well as debt while aligning interests,  
 Covering risks of loss from contracts for services or goods where no debt exists,  
 Avoiding the moral hazards for lenders and counterparty alike which tend to gravitate toward 

extreme positions under a loan guarantee,  
 Providing greater operational and capital management flexibility to insured parties, and  
 Incentivizing investors to relinquish coverage early when counterparty credit stabilizes because the 

insured pay the premium every year (i.e., federal government risk exposure will tend to be in place 
for shorter periods). 

 

There are a number of ways this policy can be implemented, and while they may be equally effective in the 

long run, those that can be established the fastest should have precedence. The program can be wholly public 

or public/private, run through existing departments or new, and funding can be newly appropriated or 

repurposed from existing allocations. In particular, the ability to attract funding to this effort from amounts 

already allocated to assist the recovery of Puerto Rico bears more discussion and analysis. 

Puerto Rico will become a model of the resilient, distributed energy infrastructure system of the 21st century. 

It can use thoughtful, effective, and supportive policy to speed it on its way. 
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