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Responding to the call for action

An economy in recession and a fiscal emergency:

A Need to jump-start the economy and start a new phase of development

A Bring about a more agile and responsive government

A Solve a fiscal deficit that reaches $3.2 billion in FY 2009
AStrengthen

Puerto

Ri codbs credi't

ralt

We have taken action:

A Effectively communicated the risks and the need for action

A Developed a comprehensive Plan for the next four years

A Legislation enacted seven bills that allow for implementation of the Plan

A We are reaching out to the investor community with timely information
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S We are addressing the fiscal imbalance, a key

GDB requirement to begin a new phase of
economic development in Puerto Rico
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Economic Development

Enhanced
Government
Financial

Role

Greater
Private Sector
Participation

Balance
& Controls

Key reforms:

5 tax, health,
Sector specific S X energy, labor
investments, Hy el transportation,
ate Invest™m pensions

entrepreneurship and
innovation
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GDB

We are taking the appropriate steps

given the trend in General Fund net
revenues

Pending revenues from new measures and subsequent tax reform

Total Net Revenues to General Fund*
($ millions)

-
-
-

FY02 FY03 FY04 FY05 FY06 FYO7 FY08 FYOOE* FY10E"

Revenue base

back at 2002
levels

Source: PR Treasury Department.

* Estimates for FY 2009 are preliminary and subject to change. Forecast for 2010 does not include effects from the different stimulus plans or any

other effect coming from the fiscal adjustment. Estimates for 2010 do not take into account the latest modification to the SUT. In other words, these 4
are GF net revenues with SUT of 5.5%.
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% Dealing with the expense side s critical
G—Dig In fixing the fiscal imbalance

FY 2009 Expenses*

Factors

Item ($ millions)

Budgeted Expense Base $9,484

Overbudget

Over 60% of the budget base is estimated to be
payroll**

Public Health Plan Deficit $300 Recurring excess expenses

Education Dept. Deficit $200 Recurring excess expenses

Debt service of PIF $350 FY08-F09 payments of Public Improvement Fund

PBA non-budget income $145 Non-budgeted rent to PBA***

GDB non-bugeted notes $143 Non-budgeted loans payable to GDB

Other deficits $118 Er?;l;:gz git(t:ﬂblg;evi to agencies and payments for

TRANS Debt Service $86 Non-budgeted TRANS debt service

EQB Retirement Plan $15 Early retirement plan without repayment source

Sub-Total $9,484 $1,357 14% of additional non-budget expenses
Total Expenses $10,841

Sources: GDB , Office of Management and Budget.

*** PBA = Public Building Authority.

* Preliminary estimates and subject to final revision and certification from the Office of Management and Budget.
** Calculation based on total expense base that includes non-controbale expenses or expenses that are disbursed from the GF by Formula.
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—— \We understand the imbalance and will
GDB implement a plan to achieve fiscal balance

Estimated Recurring Deficit in General Fund for FY 2009*
($ millions)
$1,357
$7,600 $1,884 Deficit
$7,600
Est. Revenues FY09 Budgeted Expenses on top of Non-Bugeted Recurring Est. Total Expenses FO9
Revenues Expenses

Sources: GDB , Office of Management and Budget.
* Preliminary estimates and subject to final revision and certification from the Office of Management and Budget.
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The Executive and Legislative Branches

GDB worked together to successfully approve the
legal framework for the Reconstruction of PR

Fiscal
Reconstruction

Economic
Reconstruction

Act # 7 of 2009: Fiscal Emergency Act

AFar reaching legislation that establishes:
A 7 permanent revenue measures
A 7 temporary revenue measures
A Mandatory reduction of $2.0 billion in expenses
A 4 financial measures to stabilize fiscal process

Act # 8 of 2009: PRIFA Designation

ADesignates PRIFA as the recipient, administrator and
manager of the funds and projects to be undertaken by the
America Recovery and Reinvestment Act of 2009

Act # 9 of 2009: Local Stimulus Plan

AApproves the implementation of a Local Stimulus Plan that
amounts to $500 million and will complement the American
Recovery and Reinvestment Act of 2009
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