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Todayôspresentation includes certain statements that are

not historical in nature. These statements are based on

the Government Development Bankôscurrent beliefs

regarding future events, and are based upon a number of

estimates and assumptions that are subject to significant

uncertainties, many of which are outside the control of the

Government Development Bank for Puerto Rico, the

Government of Puerto Rico and its agencies and

instrumentalities. This presentation has been prepared

solely for informational purposes, and should not be

construed as a recommendation to buy or sell any security

or to participate in any particular trading.

Disclaimer
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Sixteen months agoé



We faced a Government without 
expense controls, with a 
$3.5 billion deficité

Inherited Deficit FY 2009
Pattern of revenue 

overestimation

General Fund 

Net Revenues

Budgeted Expenses

$3,490 Deficit

$11,250
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FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
General Fund

Net Revenues
Deficit Expenses
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2.1%
2.7%

1.9%
0.5%

-1.2%

-2.8%

-3.7% -3.6%

0.4%

2003 2004 2005 2006 2007 2008 2009 2010 2011

é immersed in an unattended and   
self -inflicted recession é

FY

Unattended

Recession

3

Government

Shutdown

6

Projections

*

*  Preliminary

Source: Planning Board



BBB+ BBB+

BBB

BBB- BBB- BBB-

Standard & Poorôs

éwith Puerto Ricoõs credit on the
verge of a non-investment grade rating

A3

Baa2

N/A

Baa3 Baa3 Baa3

Moodyôs

Credit in 

Danger
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Non-Investment

Grade

Year 2009

PortsPREPA PRHTA GDB PRASA

PortsPREPA PRHTA GDB PRASA

Central

Government

Central

Government

7

Non-Investment

Grade



Where are we now é



We swiftly structured a clear and strict 
Fiscal and Economic Reconstruction Plan to 
address these challenges

Fiscal 

Reconstruction Plan

Strong Fiscal 

Oversight Role at GDB

Robust  Economic 

Development Plan

11 Bills to Implement the Plan:

321

Act # 1: Additional 1% allocation to COFINA

Act # 2: Temporary use of deficit financing 

Act # 3: PRIFA Corpus Account restructuring

Act # 4: Temporary increase on GDB loans 

Act # 7: Fiscal Emergency Act

Act # 8: PRIFA as Federal Stimulus manager

Act # 9:      Local Stimulus Plan (amended)

Act # 29:    Public-Private Partnerships Act 

Act # 143:  Operation of Commercial Establishments
(amendment) 

Act # 161:  Permits Reform Bill 

Act # 182:  Government Reform 

ÅExpense reduction measures 

based on operational and 

payroll expenses

ÅIncrease in revenue measures

ÅFiscal Stabilization Fund to 

balance multi-year budget

ÅFiscal Oversight Agreements 

signed with major public 

corporations

ÅMOU signed with Dept. of 

Education and Dept. of Health

ÅComprehensive Plan to restore 

economic development and 

competitiveness

ÅStrategic use of ARRA Funds and 

Local Stimulus Package

ÅTransition to knowledge economy



We have eliminated the practice of 
overestimating revenues to sustain high 
expenses

$8,306
$8,541

$8,862

$8,359

$7,760 $7,670

$8,800

$9,684 $9,684

$9,077

$7,600 $7,670

04-05 05-06 06-07 07-08 08-09 09-10 E

Revenue Projections for the General Fund

General Fund Net Revenues

Past Administration Revenue Projections

Current Projection of General Fund Revenues

$ in millions

Current Administration Revenue Projections

Fiscal Year

General Fund Net Revenue Projections
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Responsible

Budgetary 

Practices
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1. Transitory non-permanent 
positions

2. Employees with permanent or 
career posts, according to 
seniority 

1. Permanent Reduction of 

Working Days

2. Voluntary Resignations with 

Incentives

PHASE 2
Transition Phase

Since July-03-09

PHASE 3
Freeze Benefits and 

Collective Bargaining 

Since March-09-09

Payroll Expenses Reduction Plan

We have implemented a multi -phase expense 
reduction program to adjust to expenses and 
recurring revenues

PHASE 1
Voluntary Phase

Ended on June-30-09

Temporary 

Freeze in 

Economic Provisions 
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We are moving ahead with a Tax Reform in a 
set and strict schedule

Tax Reform has to be framed within the actual fiscal situation and 

comply with the requirement of a balanced budget

by FY 2013 

Executive Director

Governorôs Chief of Staff

Secretary of Treasury

Chairman House Treasury Committee

Chairwoman Senate Treasury Committee

President GDB

Secretary of Economic Development

Committee Members

Naming of Committee 

and Working Group

February March

Establishment of 

Fiscal Parameters

April

Proposals from 

interest groups 

to Working 

Group Drafting of Bill 

July - August September

Bill presentation 

to Legislation 

and Public 

Hearings

May - July

Recommendations 

to Committee and 

Evaluation
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We have commissioned a group of experts to 
seek alternatives to strengthen our public 
Employeesõ Retirement System

Special Commission:

Final Report due September 2010

President ïSecretary of Labor

Å Retirees Association Representative

Å Representative from Permanent Special Commission

Å (2) Employeesô Representatives

Å (2) Legislature Representatives

Å (2) Executive Branch Representatives
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Government Reform aims to provide a more 
agile and efficient government

Board to Review Municipal Complaints

Merger of Government Retirement Systemsô Administration

Merger of multiple Appeal Commissions

Merger of multiple Advocate Offices

Merger of Education Councils

Reorganization of key Central Government Agencies

Overhaul of Government Procurement Process

Enhancement of PR.gov services

To be filed in 

upcoming 

weeks

(July-August)
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We have transformed the Governmentõs model 
by simultaneously addressing key challenges to 
restart economic development  

?
Limited 

Investment 

Capacity

Constrained 

Private Sector

High Energy 

Costs

Over taxed

population

Measures to 

Enhance 

Competitiveness

1

2

3

4

5

Public Private Partnerships Authority

established to enhance and promote 

investment in infrastructure

Permits Reform to streamline permits 

process and facilitate business and job 

creation

Energy Reform to reduce dependence on 

oil and refocus on cheaper fuel sources

Tax Reform to alleviate tax burden on 

middle class and reinforce tax compliance

Create environment that promotes

private sector investment and labor 

demand
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The Government has been focused on 
achieving results and is strictly monitoring 
the progress of the Fiscal Reconstruction Plan

Goals Report Card

Balanced Budget by FY 2013
1

Safeguard investment grade 

credit rating

2

Liquidity Management

3

Debt Management

4

Revenues FY 2010

Expenses FY 2010

Stable Ratings

Access to Capital markets

$1.2 B in PRIFA bonds repaid

$4.3 B in debt provided with a source of 

repayment

V
V

Within Estimates

V
V

V
V

Ample liquidity: $158 MM in cash (as of March 31, 2010)

FY 2009: $750 MM in payables paid

FY 2010: Less than $2.5 B expected to be used in 

stabilization & transition fund

FY 2011 Budget: Already funded $500 MM for SF

V

V

V
V



Revenue Actual July - March $ Estimate Actual vs. Change

Categories ($ millions) 2009 2010 Change 2010 Estimate %

Individuals $1,898 $1,782 ($115) $1,789 ($7) -0.4%

Corporations $841 $898 $57 $875 $22 2.5%

Non-Resident Withholdings $727 $643 ($84) $595 $48 8.1%

Property Tax $0 $188 $188 $115 $73 63.5%

Sales and Use Tax $626 $268 ($358) $340 ($72) -21.3%

Motor Vehicles $246 $259 $13 $257 $2 0.8%

Alcoholic Beverages $202 $204 $2 $210 ($6) -2.8%

Off-Shore Shipments of Rum $298 $269 ($29) $274 ($4) -1.6%

Other $605 $648 $43 $705 ($57) -8.1%

Total $5,444 $5,159 ($285) $5,160 ($1) -0.03%
Adjustments for comparison purposes:

Property Tax* $0 $188 ($188)

Sales and Use Tax** $369 $0 $369 Change

Total (including adjustments) $5,075 $4,971 ($104) -2.1%

ÁSUT 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
*Act 7-Temporary increase in property tax. 

**Act 1-1.75% increase in SUT allocation to COFINA. Adjustments for 2010 SUT collections include $3M 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

YTD General Fundõs net revenues are in line 
with estimate and Treasury has reaffirmed its 
projection of $7,670 million
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ÅOn May 4, 2010 the Department of Treasury announced that it will begin reporting 

sales and use tax on a cash basis in order to be able to issue monthly collection 

reports on a timelier basis.

ÅThis is strictly a change in reporting methodology and does not affect in any way 

the amount of taxes pledged to COFINA and its bondholders, the method of 

collecting sales taxes, the amount of taxes required to be deposited nor the process 

of depositing such taxes in COFINAôs Dedicated Sales Tax Fund.

ÅThis change in reporting will enable the Treasury Department to report sales tax 

revenues on the same basis and at the same time as it reports all other tax 

revenues.

ÅAccordingly, sales tax revenues will be reported in the month in which such 

revenues are received by the Treasury Department.

ÅThis change will be made effective for fiscal year 2009-2010, therefore the figures for 

sales tax collections previously reported in June 2009 will now be reported in July 

2009. 
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Change in Sales & Use Tax (òSUTó) 
reporting methodology



Prior Methodology Prior Revised

2006-2007 2007-2008 2008-2009 2009-2010 2009-2010

July - 96,100 95,592 88,000 94,382 

August - 90,181 91,353 84,100 88,000 

September - 86,163 77,788 83,775 84,100 

October - 93,751 86,191 85,120 83,775 

November 50,200 96,170 91,996 95,075 85,120 

December 110,000 121,251 119,836 118,476 95,075 

January 95,000 89,798 85,763 88,942 118,476 

February 86,200 86,486 84,608 82,538 88,942 

March 96,400 89,355 88,065 82,538 

April 85,700 93,487 88,788 

May 94,400 103,331 93,302 

June 95,460 97,526 94,382 

Total 713,360 1,143,599 1,097,664 726,026 820,408 

This is strictly a change in reporting methodology and does 

not affect in any way the amount of taxes pledged to COFINA 

Revision to SUT reporting methodology will 
accelerate monthly disclosure to investors

FY 2010

New reporting 

will disclose 

economic 

activity from 

previous month

(in $ thousands)
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ÅEnding cash balance of $158 MM was 15.3% above the $137 MM projected in the 

previously published quarterly cash flow projection of 12/31/2009. 

ïActual ending cash balance is gross of $100 MM reserve established for the 

payment of TRANs.  

ÅCollections and receipts for the 3-month period ended on 3/31/2010 were 

$3,033 MM, a 2.7% increase when compared to the $2,952 MM projection as of 

12/31/2009, mostly resulting from:

ïAn improvement in Sales and Use Tax collections and a more efficient 

procurement for federal funds

ÅExpenses including debt service were $180 MM or 4.8% less than projected as of 

12/31/2009 mainly as a result of:

ïReduction of operating expenses including a decrease in payroll expenses of 

$103 MM or 7%

Cash Flow Summary for the quarter ended March 31, 2010:
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Governmentõs Cash Flow reflected better 
than projected results due to improved cash 
management policies and practices



Government of Puerto Rico
Cash Flow Projection
Fiscal Year 2009-2010

As of March 31, 2010

*Some numbers may differ due to rounding.

**Actual ending cash balance is gross of $100 MM reserve established for the payment of TRANs.

Source: Department of the Treasury and Government Development Bank for Puerto Rico
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Actual 
Projected as of 12/31/09 

without Initiatives

Reconstruction

Initiatives

Projected as of 12/31/09 with

Initiatives

$ 

Change

% 

Change

Beginning Balance 204 204 - 204 - -

Collection and Receipts 3,033 2,952 - 2,952 81 2.7%

Expenses Incl. Debt Service 3,610 3,848 58 3,790 (180) -4.8%

Financing Activity (23) 145 - 145 (168) -115.9%

Stabilization Funds 554 625 - 625 (71) -11.4%

Ending Cash Balance** 158 79 58 137 21 15.3%

Summary of Quarter 

ended 3/31/10*

ACTUAL PROJECTED
(in $ millions) Jul. Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr. May Jun.

Beginning Balance 39 144 81 140 136 126 204 73 104 56 176 117 

Collection and Receipts 1,003 821 948 953 825 1,426 908 1,082 1,043 1,419 1,206 1,210 

Expenses Incl. Debt Service 1,375 1,475 1,192 1,168 1,432 1,369 1,118 1,208 1,284 1,199 1,186 1,211 

Total Financing Activity 477 411 60 (17) 9 (39) (6) (10) (7) (217) (317) (318)

Total Stabilization Funds - 180 244 228 588 61 85 247 222 82 170 184 

Ending Cash Balance 144 81 140 136 126 204 73 184 78 142 49 (19)

Reconstruction Plan  Initiatives - - - - - - - - - 34 34 34 

Cumulative Effect of Initiatives - - - - - - - - - 34 68 102 

Restricted Cash for the Payment of TRANs (80) (20)

Cash available after Reconstruction Plan 

Initiatives and Restricted Cash 144 81 140 136 126 204 73 104 58 176 117 83 
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GDB Economic Activity Index ï128.9

Increase of 

1,300 jobs from 

February to March 

2010

Increase of 14.6%

in the sales of 

cement bags from 

February to March 

2010

Increase of 20% in 

the consumption of 

gasoline from 

February to March 

2010

Increase of 18.7% 

in consumption of 

energy (kW/h) from 

February to March 

2010

JOBS

CEMENT

GASOLINE

ENERGY

Economic activity during the month of 
March  reflected an increase in all of its 
components


