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Puerto Rico is ahead of the curve
iImplementing its Fiscal and
Economic Reconstruction Plan with
concrete results
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GDB
Deficit as a % of Revenues for FY2008 -2009
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Budgeted deficit as a % of Revenues for FY2010 -2011
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Source: Center on Budget and Policy Priorities.
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The States are now following our lead
| mpl ementi ng drastic

|
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Measures taken

by Puerto Rico
Measure States . since early 2009 .

Layoffs 25 M
Reduction in Working Hours 22

Reduction in Operational Expenses 28 M
Increase Taxes 30 M

Source: TIME Magazine, The Broken States of America: How the financial crisis of the states affects all of us. By David Von D rehle
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é ma naye now adopting fiscal measures to
address budget their increasing deficits
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California

take off 2 unpaid days per month

\l
Proposed 33% increase in income |
tax and layoff of 2,600 employees E

4

\l
238,000 state workers forced to !
1
1
1
4

{ K {8,900 state workers laid off, the :
| 18%increase in witholding tax | i stateds first large
\ ) \ in 15 years )

:’ Plans for 2,976 state worker
! layoffs, 1,100 of those in the
1
\

Source: Center on Budget Policy and Priorities



< = On the other hand, we are a step ahead: We
GDe have reduced government payroll by $886
million or 16% of total payroll...

Central Government Payroll

(in $ millions)

: 0
$886 w}

$5,501
$4,615

FY 2009 Cost Reduction Program FY 2011
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ous year and

"“ Net revenues for EY 2010 were $18 MM above
$21

Revenue Actual for Fiscal Year $ Estimate Actual vs.
Categories ($ millions) 2009 2010 Change 2010 Estimate
Individuals $2,614 $2,571 ($43) $2,614 ($43)
Corporations $1,364 $1,690 $326 $1,556 $134
Non-Resident Withholdings $1,081 $830 ($251) $878 ($48)
Property Tax $0 $228 $228 $230 ($2)
Sales and Use Tax $808 $539 ($269) $545 ($6)
Motor Vehicles $314 $345 $30 $334 $11
Alcoholic Beverages $277 $285 $7 $279 $6
Off-Shore Shipments of Rum $396 $352 ($43) $356 ($4)
Cigarettes $129 $182 $53 $177 $5
Other $689 $669 ($20) $701 ($32)
Total $7,673 $7,691 $18 $7,670 $21

SUT collections differential at the General

Fund between last and current fiscal year

is due to the additional 1.75% assignment
of the SUT to COFINA

\



- On acomparable basis, net revenues for FY
GDB 2010 were 2.2% or $159 million above
previous year

Actual for Fiscal Year $ Estimate  Actual vs.
($ millions) 2009 2010 Change 2010 Estimate
Total Revenues $7,673 $7,691 $18 $7,670 $21
Adjustments for comparison purposes:
Property Tax* $0 $228 ($228)
Sales and Use Tax** $369 $0 $369
Total (including adjustments) $7,304 $7,463 $159

During FY 2009:
ANo special property tax

AGeneral Fund received larger allocation of sales
and use tax that is currently used to pay
additional COFINA bonds

*Act 7-Temporary increase in property tax.
**Act 1-1.75% increase in SUT allocation to COFINA. Adjustments for 2010 SUT collections include $3 MM that was allocated to
General Fund during month of December after entire allocation to COFINA was fulfilled. Numbers may not add up due to rounding
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Practice of overestimating revenues to meet

GDB budget gaps

Constant past pattern of
overestimating revenues

(in $ millions)

$9,684 $9,684

2004-2005 2005-2006 2006-2007 2007-2008

=== Budgeted Revenues Actual Revenues

s OVERE

Two straight years surpassing

revenue estimates

$7,760

$7,670 $7,691

$7,600

2008-2009 2009-2010
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~__  SUT collections since January 2010 are above
GDB same period collections from previous year

(in $ thousands)

Prior Methodology 1

2006-2007 2007-2008 2008-2009

e

July - 96,100 95,592 | (94,382 fei-,
August - 90,181 91,353 88,000 | !
September . 86,163 77,788 84,100 | |
October - 93,751 86,191 83,775 | |
November 50,200 96,170 | 91,996 85,120 | |
December 110,000 121,251 | {119,836} 95075 | !
January 95,000 89,798 | | 85,763{ (118,476} !
February 86,200 86,486 | | 84,608 | 88,042/ !
March 96,400 89,355 | ! 88,065]\| 82,538} !
April 85,700 93,487 | | 88,788] | 93,415 |
May 94,400 | 103,331 | {93,302/ | 85469 |
June 95,460 97,526 | <. 94,3827 > 192,500
Total 713,360 | 1,143,599 | 1,097,664 [ 1,091,792 |

Source Treasury Department, Total Sales and Use Tax receipts (5.5%)

(1) Treasury Secretary announced on May 4, 2010 that the Treasury Department has decided to begin reporting sales and use tax o n a cash basis in order to be able to issue monthly
collection reports on a timelier basis

(2) This change in reporting methodology does not affect in any way the amount of taxes pledged to COFINA and will facilitate mon thly reporting of Sales and Use tax and overall revenues



~ Responsible cash flow management allowed
GDB US to meet our projections every quarter
during FY 2010

Cash Flow Summary for Fiscal Year ended June 30, 2010:

A Ending cash balanceof $87 MMwas 5% abovethe $83 MMprojected in the
previously published quarterly cash flow projection of 3/31/2010.

A Collections and receipts for the fiscal year ended on 06/30/2010 were $13,003
MM a 1%increase when compared to the $12,883 MM projection as of
3/31/2010, mostly resulting from:

i Aggressive tax compliance initiatives by the Treasury Department and an
improvement in Sales and Use Tax collections

A Expensesincluding debt service were $173 MMor 1% morethan projected as of
3/31/2010 mainly as a result of :

i Additional assignment to government health insurance program through the
Stabilization Fund




(in $ millions)

Beginning Balance
Collection and Receipts
Expenses Incl. Debt Service
Total Financing Activity
Total Stabilization Funds

Ending Cash Balance

Restricted Cash for the Payment of TRANs

Cash available after Reconstruction Plan

Initiatives and Restricted Cash

Ending cash balance of $87 MM was 5% above
GDB previously published estimates

ACTUAL
| Ju. | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. | Mar. | Apr. | May | Jun |
144 81 140 136 126 204 73 104 58 114 71
1,003 821 948 953 825 1,426 908 1,082 1,043 1,533 1,068 1,394
1,375 1,475 1,192 1,168 1,432 1,369 1,118 1,208 1,284 1,241 1,141 1,324
477 411 60 (17) 9 (39) (6) (10) ) (209) o) (629)
- 180 244 228 588 61 85 247 222 144 174 165
144 81 140 136 126 204 73 184 78 285 211 (323)
(80) (20) (170) (140) 410

for FY ended June 30, 2010

Actual Projected as of 3/31/10
Beginning Balance 39 39 - -
Collection and Receipts 13,003 12,883 120 1%
Expenses Incl. Debt Service 15,327 15,178 173 1%
Financing Activity 35 25 10 39%
Stabilization Funds 2.337 2,290 47 2%
Ending Cash Balance L 87 83 4 5% |

*These numbers are preliminary and subject to change upon FY2010 audit. Some numbers may differ due to rounding.
Source Department of the Treasury and Government Development Bank for Puerto Rico
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Preliminary closing of General Fund and

GDB giabilization Fund FY 2010

for FY ended 2010 (in $ millions)

Total Projected Expenses $9,833
Stabilization Fund .r ------------------ |
i
(including transition expenses) : $2,142 }
(- 3
GF Net Revenues : $7,691 :
e !
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- Independent analysts have recognized the
GDB RESULTSf the Reconstruction Plan

OAs a whole, we are beginning to
of Puerto Rico. Looking at the GNP estimates from the Puerto Rico
Pl anning Board, the economy appear.

Bain Slack

—
Keefe, Bruyette & Woods
June 2010

OAl t hough I mpl ementation of th
stabilization plan is in progress, thus far key milestones have been
met 1 n accordance with the timelin
and | egislature appear to be addr e

Kristin Stephens
UBSWealth Management Research
June 2010
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. Furthermore, the capital markets
GDR continue to recognize theNresuIts of
Puerto RI co0s Reconstr.

Total Return 1 of GO bonds |{ \=
since January 2009 : 47% i
s T S :
: 27%:
: o ® |
O Puerto Rico
New York
1 .
16% Florida
L 6 o'l O
p====n _ California Municipal Long Term Index
: 4%, : O Average Performance :
| 1 lllinois

\
. OPuerto Ricobs s pr-Asgalke hasbeem t jh
Indiana narrowing down practically without interruption for a year i
as the government there has cu
1
1
/

dBond Buyer

____________________________________________________________

T —

Source Barclays Capital, Municipal Long Term Index
(1) Total Return calculated from January 5,2009 to July 20, 2010
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$8,133.5 million in revenues are derived from
actual base revenues with additional tax
compli ance measur esé

(in $ millions)
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Property Tax
Appraisal

Base
Revenues

Casino

Compliance
RCVENIVES

Measures

Project
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FY 2011 Stabilization Fund
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Stabilization
Fund is
already
funded
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FY 2011 Approved Budget
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Source Treasury Department / Office of Management and Budget 19




- To achieve further tax compliance, additional
under | mpl el

Alntense and thorough effort to control the withholding

agents and corporations
AFiling liens to the property registry in third party (banks
and accounts receivable) and physical business and
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GDBefforts

Strong control
personal property
AUsing technology to capture transactions
A Starts November 2010

AUsing technology to identify tax evaders
AVoluntary Disclosure Program

Tax Intelligence Project
AOver 150 employees managing collection cases
Call Center AUse of preventive liens tools on those delinquent taxpayers
. A Concurrent audits to identify employers who are not

Partnership Agreement with paying the employeesd withhol

the Department of Labor A 4,000 were identified employers - in preventive liens

process
"Task Forces" to combat tax Aworking Group to coptinue to target the |Ilegal.use of slot
. machines and investigate the owners for possible tax
evasion evasion
20

urce Treasury Department
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- Government expenses are down 19% since FY
GDB 2009 compared to approved FY 2011 budget

Budgeted Expenses

(in $ thousands) Exgenses + Stabilization Eund
FY 08-09 £Y 10-11
o)
$11,250,327 $9,133,500 _‘::' '19%}
Main Budget Components: RS
Payroll and Related Costs $5,501,074 $4,615,581 - i
Purchased Services r $319,107 | ( $284,708
Professional Services $156,811 $134,613 ‘_______r_.IZO-A)-E
Equipment Purchases $59,997 $57,062
Supplies $131,521 $113,794
Transportation Costs $104,654 $74,544
Debt Service $834,189 $717,969
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FY 2011 Budget
+ Stabilization Fund:

Distribution of General Fund Expenses by Area

Budget FY 2010-11

Gift Subsidies & Others

Professional Services

Purchased Services

Facilities & Utilities Other Operating Expenses

Formulas & Other
Subsidies

Payroll and Debt Service

Related costs

—————————————————————————————

- $9,1335MM

—————————————————————————————
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Economic Reconstruction




