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ThePuertoRicoFiscalAgencyand FinancialAdvisoryAuthorityόά!!C!CέύΣthe Governmentof PuertoRico(theάDƻǾŜǊƴƳŜƴǘέύΣand eachof
their respectiveofficers,directors,employees,agents,attorneys,advisors,members,partnersor affiliates(collectively,with AAFAFand the
GovernmentinstrumentalitiestheάtŀǊǘƛŜǎέύmakeno representationor warranty,expressor implied, to any third party with respectto the
informationcontainedhereinandall Partiesexpresslydisclaimanysuchrepresentationsor warranties. TheGovernmenthashadto rely upon
preliminaryinformationandunauditedfinancialsfor 2015and2016, in additionto the inherentcomplexitiesthat arepart of a governmentin
transition, especiallyafter a prolonged period of public finance obscurity. As such, AAFAFand the Government have made certain
assumptionsthat maymateriallychangeoncemore clarity andtransparencytakeshold, especiallyafter the Governmentissuesthe pastdue
auditedfinancialsfor 2015and2016later thisyear.

ThePartiesdo not owe or acceptany duty or responsibilityto any readeror recipientof this presentation,whether in contractor tort, and
shallnot be liable for or in respectof any loss,damage(includingwithout limitation consequentialdamagesor lost profits) or expenseof
whatsoevernature of suchthird party that may be causedby, or allegedto be causedby, the useof this presentationor that is otherwise
consequentuponthe gainingof accessto thisdocumentby suchthird party.

Thisdocumentdoesnot constitutean audit conductedin accordancewith generallyacceptedauditingstandards,an examinationof internal
controls or other attestation or review servicesin accordancewith standardsestablishedby the AmericanInstitute of Certified Public
Accountantsor any other organization. Accordingly,the Partiesdo not expressan opinion or any other form of assuranceon the financial
statementsor anyfinancialor other informationor the internalcontrolsof the Governmentandthe informationcontainedherein.

Any statements and assumptionscontained in this document, whether forward-looking or historical, are not guaranteesof future
performanceand involve certain risks,uncertainties,estimatesand other assumptionsmadein this document. Theeconomicand financial
conditionof the Governmentand its instrumentalitiesis affectedby variousfinancial,social,economic,environmentaland political factors.
Thesefactorscanbe verycomplex,mayvaryfrom one fiscalyearto the next andare frequently the result of actionstakenor not taken,not
only by the Governmentand its agenciesandinstrumentalities,but alsoby entitiessuchasthe governmentof the UnitedStates. Becauseof
the uncertaintyandunpredictabilityof thesefactors,their impactcannotbe included in the assumptionscontainedin this document. Future
eventsand actualresultsmay differ materially from any estimates,projections,or statements containedherein. Nothing in this document
shouldbe consideredasanexpressor impliedcommitmentto do or take,or to refrain from taking,anyactionby AAFAF,the Government,or
anygovernmentinstrumentalityin the Governmentor anadmissionof anyfact or future event. Nothingin this document shallbe considered
a solicitation, recommendationor adviceto any person to participate, pursueor support a particular courseof action or transaction,to
purchaseor sellanysecurity,or to makeanyinvestmentdecision.

Byreceivingthisdocument,the recipientshallbe deemedto haveacknowledgedandagreedto the termsof these limitations.
Thisdocumentmaycontaincapitalizedtermsthat arenot definedherein,or maycontaintermsthat arediscussedin other documentsor that
are commonly understood. Youshouldmakeno assumptionsabout the meaningof capitalizedterms that are not defined,and you should
consultwith advisorsof AAFAFshouldclarificationbe required.

Disclaimer

2



I. Executive Summary

II. Background

III. Financial Projections

IV. Fiscal Reform Measures

V. Structural Reforms

VI. Debt Sustainability Analysis

VII. Liquidity Discussion

VIII. Financial Control Reform

IX. Fiscal Plan Implementation

X. Legal Compliance with PROMESA

XI. Appendices  

I. History and Root Causes of the Crisis

II. Fiscal Plan Background 

III. Structural Reforms background and Infrastructure Projects

IV. PROMESA Basis for Fiscal Plan & Policy / Sense of Congress

Table of Contents

3



I. EXECUTIVE SUMMARY

4



ÁtǳŜǊǘƻ wƛŎƻΩǎ ŦƛǎŎŀƭ ŀƴŘ ŜŎƻƴƻƳƛŎ ŎƘŀƭƭŜƴƎŜǎ ŀǊŜ ǘƘŜ ǊŜǎǳƭǘ ƻŦ ŀƴ ŜȄǘŜƴŘŜŘ ǇŜǊƛƻŘ ƻŦ ŦƛǎŎŀƭ ƛǊǊŜǎǇƻƴǎƛōƛƭƛǘȅΣ ƛƴŜŦŦŜŎǘƛǾŜ 
leadership, lack of long-term economic planning and frequent changes that: 

i. ŎƭƻǎŜŘ tǳŜǊǘƻ wƛŎƻΩǎ ŀŎŎŜǎǎ ǘƻ ǘƘŜ ŎŀǇƛǘŀƭ ƳŀǊƪŜǘǎ

ii. degraded our credit into junk category for the first time in our history

iii. exhausted our liquidity

iv. provided zero visibility on public finances

v. increased the cost of government 

vi. left billions in payments owed to private sector businesses

vii. caused a downward economic spiral, alienating private investment

viii. afforded no transparency to our citizens and the investment community about its management of taxpayer funds

ÁCƻƭƭƻǿƛƴƎ ǘƘŜ ŜƴŀŎǘƳŜƴǘ ƻŦ ǘƘŜ tǳŜǊǘƻ wƛŎƻ hǾŜǊǎƛƎƘǘ aŀƴŀƎŜƳŜƴǘ ŀƴŘ 9ŎƻƴƻƳƛŎ {ǘŀōƛƭƛǘȅ !Ŏǘ όάtwha9{!έύ ƻƴ WǳƴŜ олΣ нлмсΣ 
the past administration also had the historic opportunity of preparing a certifiable fiscal plan to help redress the damage 
caused by its own actions

i. Instead it disregarded its federal statutory obligation to revise such plan in a compliant manner

ii. The end result was a deficient fiscal plan draft, as recognized by the Oversight Board in its letters of November 23, 2016 
ŀƴŘ ǘƘŜǊŜŀŦǘŜǊΣ ǘƘŀǘ ƻƴƭȅ ŘŜƭŀȅŜŘ tǳŜǊǘƻ wƛŎƻΩǎ ǇŀǘƘ ǘƻ ŦƛǎŎŀƭ ǊŜŎƻǾŜǊȅ  

Á¢ƘŜ Ǉŀǎǘ ƎƻǾŜǊƴƳŜƴǘΩǎ  ǎǘǊŀǘŜƎȅ ǿƛǘƘ ƛƴǾŜǎǘƻǊǎΥ ŎƻƴŦǊƻƴǘŀǘƛƻƴŀƭ ŀƴŘ ƘƻǎǘƛƭŜ ŀǘǘƛǘǳŘŜΣ ƭŀŎƪ ƻŦ ǘǊŀƴǎǇŀǊŜƴŎȅ όƛƴŀōƛƭƛǘȅ ǘƻ ǇǊƻŘuce
credible financial information / audited financials), and disregard for the rule of law, set Puerto Rico in the wrong course

ÁThe new administration took office on January 2, 2017, only 58 days ago. In that time period, the Oversight Board has asked 
that we prepare a ten (10) year fiscal plan to address a $67 billion budget gap over the next 10 years, pension reform and 
achieve the fiscal plan goals necessary to improve the quality of life of our citizens
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tǳŜǊǘƻ wƛŎƻΩǎ ŎǳǊǊŜƴǘ ǎƛǘǳŀǘƛƻƴ



ÁStrategic imperatives of the Fiscal Plan

i. Restoring credibility with all stakeholders through transparent, supportable financial information and honoring our 
obligations in accordance with the Constitution of Puerto Rico 

ii. Reducing the complexity and inefficiency of government to deliver essential services in a cost-effective manner 

iii. LƳǇƭŜƳŜƴǘƛƴƎ ǊŜŦƻǊƳǎ ǘƻ ƛƳǇǊƻǾŜ tǳŜǊǘƻ wƛŎƻΩǎ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ ŀƴŘ ǊŜŘǳŎŜ ǘƘŜ Ŏƻǎǘ ƻŦ ŘƻƛƴƎ ōǳǎƛƴŜǎǎ

iv. Ensuring that economic development processes are effective and aligned to incentive the necessary investments to 
promote economic growth and job creation

v. Protecting the most vulnerable segments of our society and transforming our public pensions system

vi. Consensually renegotiating and restructuring debt obligations through Title VI of PROMESA.

vii. Monitoring liquidity and managing anticipated shortfalls in current forecast; and 

viii. Achieving fiscal balance by 2019 and maintaining fiscal stability with balanced budgets thereafter (through 2027 and 
beyond) 

ÁThe Fiscal Plan achieves its objectives through fiscal reform measures, strategic reform initiatives and financial control reforms:

i. Fiscal Reform Measures that reduce the 10-year financing gap by $33.3 billion through:

Á Revenue enhancements through tax reform and compliance enhancement strategies 

Á Government right-sizing and subsidy reductions  

Á Efficient delivery of healthcare services 

Á Pension reform

ii. {ǘǊǳŎǘǳǊŀƭ wŜŦƻǊƳ LƴƛǘƛŀǘƛǾŜǎ ǘƘŀǘ ǇǊƻǾƛŘŜ ǘƘŜ ǘƻƻƭǎ ǘƻ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ƛƴŎǊŜŀǎŜ tǳŜǊǘƻ wƛŎƻΩǎ ŎŀǇŀŎƛǘȅ ǘƻ ƎǊƻǿ ƛǘǎ ŜŎƻƴƻƳȅ

Á Improving ease of business activity

Á Capital efficiency

Á Energy Reform

iii. Financial Control Reforms through improvement of transparency, controls and accountability of budgeting, procurement 
and disbursement processes
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The Fiscal Plan seeks to achieve fiscal solvency and long term economic growth



ÁThe Fiscal Plan complies with the 14 statutory requirements established by PROMESA and the five principles established by 
ǘƘŜ hǾŜǊǎƛƎƘǘ .ƻŀǊŘ όwŜŦŜǊ ǘƻ ά[ŜƎŀƭ /ƻƳǇƭƛŀƴŎŜ ǿƛǘƘ twha9{!έ ǎŜŎǘƛƻƴύ

ÁThe Fiscal Plan sets the path to making available to the public and creditor constituents financial information that has been
long overdue 

Á¦Ǉƻƴ ǘƘŜ hǾŜǊǎƛƎƘǘ .ƻŀǊŘΩǎ ŎŜǊǘƛŦƛŎŀǘƛƻƴ ƻŦ ǘƘƻǎŜ ŦƛǎŎŀƭ Ǉƭŀƴǎ ƛǘ ŘŜŜƳǎ ǘƻ ōŜ ŎƻƳǇƭƛŀƴǘ ǿƛǘƘ twha9{!Σ ǘƘŜ DƻǾŜǊƴƳŜƴǘ ŀƴŘ 
its advisors will promptly convene meetings with organized bondholder groups, insurers, union, local interest business 
groups, public advocacy groups and municipality representative leaders to discuss and answer all pertinent questions 
concerning the fiscal plan and to provide additional and necessary momentum as appropriate

ÁǘƘŜ ǎǘŀǘŜŘ ƛƴǘŜƴǘ ŀƴŘ ǇǊŜŦŜǊŜƴŎŜ ƻŦ ǘƘŜ DƻǾŜǊƴƳŜƴǘ ƛǎ ǘƻ ŎƻƴŘǳŎǘ άƎƻƻŘ-ŦŀƛǘƘέ ƴŜƎƻǘƛŀǘƛƻƴǎ ǿƛǘƘ ŎǊŜŘƛǘƻǊǎ ǘƻ ŀŎƘƛŜǾŜ 
ǊŜǎǘǊǳŎǘǳǊƛƴƎ άǾƻƭǳƴǘŀǊȅ ŀƎǊŜŜƳŜƴǘǎέ ƛƴ ǘƘŜ ƳŀƴƴŜǊ ŀƴŘ ƳŜǘƘƻŘ ǇǊƻǾƛŘŜŘ ŦƻǊ ǳƴŘŜǊ ǘƘŜ ǇǊƻǾƛǎƛƻƴǎ ƻŦ ¢ƛǘƭŜ ±L ƻŦ twha9{!
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The Fiscal Plan provides the first important step in re-establishing the dialogue between the 
government and bondholders 



We have complied with the requirements established under Section 201(b) of PROMESA for a fiscal plan that 
provides a method to achieve fiscal responsibility and access to the capital markets

Fiscal Plan Requirements ςSection 201(b) of PROMESA 

8

Provide for estimates of revenues and expenditures in conformance with agreed accounting 
standards and be based on (i) applicable laws; or (ii) specific bills that require enactment in 
order to reasonably achieve the projections of the fiscal plan

Ensure the funding of essential public services

Provide adequate funding for public pension systems

For fiscal years in which a stay is not effective, provide for a debt burden that is sustainable

Improve fiscal governance, accountability and internal controls

Enable the achievement of fiscal targets

V

V

V

V

V

V

Section III ςFiscal 
Reform Measures

Section V ςDebt 
Sustainability

Section II ςFinancial 
Projections

Section VII ςFinancial 
Control Reform

V

Provide for the elimination of structural deficits

Requirements ReferencesStatus

Section III ςFiscal 
Reform Measures

Section VII ςFinancial 
Control Reform

Section III ςFiscal 
Reform Measures

EXECUTIVE SUMMARY
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Fiscal Plan Requirements ςSection 201(b) of PROMESA

We have complied with the requirements established under Section 201(b) of PROMESA for a fiscal plan that 
provides a method to achieve fiscal responsibility and access to the capital markets

Create independent forecasts of revenue for the period covered by the fiscal plan

Include a debt sustainability analysis

Provide for capital expenditures and investments necessary to promote economic growth

Include such additional information as the Oversight Board deems necessary

Ensure that assets, funds, or resources of a territorial instrumentality are not loaned to, transferred 
to, or otherwise used for the benefit of a covered territory or another covered territorial 
instrumentality of a covered territory, unless permitted

Respect the relative lawful priorities or lawful liens in the constitution, other laws, or agreements 
of a covered territory or covered territorial instrumentality in effect prior to the enactment of 
PROMESA

V

V

V

V

V

V

Section IV ς
Structural Reforms

May be amended 
or supplemented 

Ongoing

Section II ςFinancial 
Projections 

Ongoing
V

Adopt appropriate recommendations submitted by the Oversight Board

Requirements Status References

May be amended 
or supplemented 

Section V ςDebt 
Sustainability

EXECUTIVE SUMMARY
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ÁtǳŜǊǘƻ wƛŎƻΩǎ ŦƛǎŎŀƭ ŀƴŘ ŜŎƻƴƻƳƛŎ ŎƘŀƭƭŜƴƎŜǎ ŀǊŜ ǘƘŜ ǊŜǎǳƭǘ ƻŦ ŜȄǘŜƴŘŜŘ ǇŜǊƛƻŘǎ ƻŦ ŦƛǎŎŀƭ ƛǊǊŜǎǇƻƴǎƛōƛƭƛǘȅΣ 
ineffective leadership, lack of long-term economic planning, frequent changes in practices and policies, and a 
failed colonial political status

ÁThe increase in public spending between 2000 and 2008 led to a recurrent practice of deficit financings, 
resulting in a 131% growth in public debt during the period

The capacity to issue more debt postponed the implementation of the fiscal reforms and 
ŎƻƴǘǊƻƭǎ ƴŜŎŜǎǎŀǊȅ ǘƻ ōŀƭŀƴŎŜ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ ōǳŘƎŜǘ 

Public Debt Growth Since 20001 

($ in billions, calendar years)

2008

2012

2016

$26 

$39 

$60 2

$71 $69 

 $-

 $10

 $20

 $30

 $40

 $50

 $60

 $70

 $80

2000 2004 2008 2012 2016

1 Excludes GDB notes. FY2016 is as of September 2016. Does not include unpaid principal and interest.
2 Includes $4.2bn in loans without sources of repayment, accounts payable and budget deficit of FY2008-2009 financed through COFINA during the second half of FY2009
3 Does not include TRANs that are otherwise included in the prior years.  Further, as a result of the loss of market access and its investment grade rating, Puerto Rico had no ability to borrow, hence the slight reduction in public debt outstanding.

+18.3%

+53.8%

+50.0%

-2.8%

ÁLack of investment in 
critical infrastructure

Á64%increasein payroll
costs

Source: Commonwealth Financial Information and Operating Report; GDB TOMIS Report

3

Á Ratings downgraded to junk
Á Loss of market access / 

Inability to issue short/long 
term debt

Á Enactment of 
unconstitutional local 
bankruptcy regime

Á Hostile stance vs 
investment community and 
rating agencies

Á Widespread defaults
Á Disregard for the rule of law

BACKGROUND
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ÁBeginning in 2001, a lack of forward-looking planning on the economic development front and irresponsible 
fiscal policies led to the collapse of the public financial system

ÁFrom FY200o and FY2009 payroll costs increased by 63%

tǳŜǊǘƻ wƛŎƻΩǎ ŎǳǊǊŜƴǘ ŎǊƛǎƛǎ ƛǎ ǘƘŜ ǊŜǎǳƭǘ ƻŦ ŀ ŦŀƛƭŜŘ ŜŎƻƴƻƳƛŎ ŀƴŘ ǇƻƭƛǘƛŎŀƭ ƳƻŘŜƭ

1 Source: Government Financial Information and Operating Data Reports (various years) and Government Comprehensive Annual Financial Reports and Office of Management and Budget
2 Fiscal Year 2016 approved budget. Actual expenses are not available yet

Growth of Government Payroll Costs (1)

($ in billions) 

$3.38 

$3.75 
$3.86 

$4.25 
$4.39 

$5.10 
$5.26 $5.19 

$5.32 
$5.50 

$4.61 

$3.63 $3.67 $3.66 
$3.55 $3.50 

$4.30 

 $2.00

 $2.50

 $3.00

 $3.50

 $4.00

 $4.50

 $5.00

 $5.50

 $6.00

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 20162

BACKGROUND

12



Last Audited Financial Statement: 

FY 2013-2014

DƻǾŜǊƴƳŜƴǘΩǎ ŦƛƴŀƴŎƛŀƭ information 
was not made public in timely 
manner and subject to NDAs 
between 2014-2016

ÁAccess to detailed, accurate, and 
up to date information is needed 
to properly execute a transparent 
and consensual negotiation 
process

ÁSEC Rule 15c2-12 requires 
disclosure of audited financial 
information within 305 days of 
each fiscal year

1 Government Development Bank, www.bgfpr.com/investors_resources/commonwealth-cafr.html
2 Number of days after end of fiscal year when audited financial statements are published  

Transparency 
and 
Credibility 
Halted

Audited 
Financial 

Statements 
Published

No credible financial 
information

Fiscal Years1 Days Lag2 Days Late

2015-2016 243

2014-2015 609 304

2013-2014 596 291

2012-2013 365 60

2011-2012 443 138

2010-2011 302

2009-2010 301

2008-2009 479 174

2007-2008 408 103

2006-2007 351 46

2005-2006 397 92

2004-2005 257

2003-2004 282

2002-2003 345 40

2001-2002 304

Consistently publishing audited financial statements with significant delays eroded Puerto 
wƛŎƻΩǎ ŎǊŜŘƛōƛƭƛǘȅ ǿƛǘƘ ǘƘŜ ƳŀǊƪŜǘ 

0

0

0

0

0

0

BACKGROUND
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(5.0%)

(4.0%)

(3.0%)

(2.0%)

(1.0%)

0.0%

1.0%

2.0%

3.0%

4.0%

0

1

2

3

4

5

6

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2014 2015 2016

Real GNP

Á Negative outlook due 
to challenging 
economic and fiscal 
environment

Á Readily-available 
market access 

Á Infrastructure private 
investment (P3s)

Á Adequate liquidity

ÁEnactment of local bankruptcy act
ÁEngagement of restructuring 

advisors
ÁMarket access lost

Á Downgrade due to structural 
fiscal imbalance

Á Economic weakness
Á Defiant attitude adopted 

towards investment community

Á Positive Outlook: significant 
expenditure controls and 
revenue enhancements

Á aƻƻŘȅΩǎ ǳǇƎǊŀŘŜ ŦǊƻƳ .ŀŀо ǘƻ 
A3 ςhighest in 35 years

Á S&P upgrade (first in 28 years)
Á S&P acknowledged political 

status as a limiting factor for 
better rating

Á S&P highlights progress 
towards fiscal stability

Á Multiple notch downgrade
Á Deteriorating general fund
Á Large deficit financings
Á Material decline in GDB 

liquidity
Á Weakening economy

Á Government shutdown
Á Economic contraction 

accelerates
Á Persistent structural deficits
Á Weak expenditure controls

Á Trend of excessive 
expenditures begins

Á Deficit financings
ÁWeakening economy

м  {ƻǳǊŎŜΥ {ǘŀƴŘŀǊŘ ϧ tƻƻǊΩǎ ŀƴŘ aƻƻŘȅΩǎ LƴǾŜǎǘƻǊǎ {ŜǊǾƛŎŜ wŀǘƛƴƎǎ ǊŜǇƻǊǘ

BBB-
Stable

A-
Stable

BBB
Negative
Outlook

BBB
Credit
Watch

BBB
Negative
Outlook

BBB-
Positive
Outlook

BBB
Stable

A-
Negative
Outlook

A
Negative
Outlook

A-
Negative
Outlook

BBB-
Stable

BBB-
Stable

BBB-
Negative
Outlook BB+

Negative
Outlook

BB
Negative
Outlook

B+
Negative
Outlook

D
DEFAULT

tǳŜǊǘƻ wƛŎƻΩǎ /ǊŜŘƛǘ wŀǘƛƴƎ ς2000 to 2016 (1)

S&P Rating on General ObligationBonds

A
Stable

Á Strong credit rating
Á Stable outlook
Á Growing economy
Á Market access
Á Credibility

ÁFirst time in PR 
history credit 
reaches junk status

ÁLiquidity concerns
ÁLoss of readily 

available market 
access

ÁWidespread 
Defaults

ÁGovernor 
declared debt 
not  payable

Á GDB: $500mm 
dividend and 
$500mm loan 
for Special 
Communities 
Trust

!ƴ ƛƴŎǊŜŀǎŜ ƛƴ ŜȄǇŜƴŘƛǘǳǊŜǎ ŀƴŘ ǇǳōƭƛŎ ŘŜōǘ ƭŜŘ ǘƻ ŀ ŎƻƴǎƛǎǘŜƴǘ ŘŜŎƭƛƴŜ ƛƴ tǳŜǊǘƻ wƛŎƻΩǎ ŎǊŜŘƛǘ 
ratings, except for the period between 2009 and 2012

BACKGROUND
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2013 - 2016 First 60 days of New Administration

Confrontational & 
Hostile Attitude

Lost Credibility
debt recovery act, engaged 

restructuring advisors, junk rating

Lack of Transparency
Inability to Produce Credible 

Financial Information /     
Audited Financials

Disregard for
the Rule of Law

ά{ŎƻǊŎƘŜŘ 9ŀǊǘƘ !ǇǇǊƻŀŎƘέ 
Intentional Insolvency of GDB

Misalignment of Government 
Branches &  Fiscal Team

Damaged Reputation 
Widespread Defaults

Lack of 
Investments 

No P3s

Good Faith / 
Conciliatory Approach 

(intention to pay1)

Execute Fiscal 
Policy / Credibility

Act 2-2017 
(AAFAF)

Accessibility & Transparency 
of Public Information for 
Government Agencies

E0-2017-2010

Rule of Law; Consensual 
Negotiations; Work with PROMESA

Orderly Restructuring 
Avoid Disrupting Essential Services

Uniformity in handling fiscal matters
Act 2 of 2017(AAFAF) 

Preference for Consensual 
Restructuring

Enhanced P3 
legislation & P3 
Summit (04/17)

Enacted 14 Laws and нр 9ȄŜŎǳǘƛǾŜ hǊŘŜǊǎ ƛƴ ǘƘŜ ŦƛǊǎǘ сл Řŀȅǎ Χ 

Changing Our Ways:  A New Era for Puerto Rico

1)  Reorg-ResearchΣ CŜōǊǳŀǊȅ фΣ нлмтΣ άRossellóAnnounces GO Payment, New Trust for ClawbackCǳƴŘǎέ

BACKGROUND
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Projections ($MM)

ÁThe difference is comprised primarily of:

ï Revised estimate of debt service, decrease of $133MM

ï Positive net impact on cash flows available for debt service, pre-Measures of $11.5B:

ÁIncreased total Revenues of $9.3B, mainly driven by changes in GNP Projections. Specifically, FY2018 varies from -

1.6% GNP growth in the current plan vs. -17.1% for Decemberôs Revised Baseline

ÁDecreased Expenses of $2.2B

-56,122
-67,483

Base Financial GapChanges in Baseline ExpensesChanges in Baseline Revenues

9,277133

Base Financial
Cash Flows

2,216

Variance in Debt Service

GNP Growth Projections

Fiscal year ending June 30, 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Current Fiscal Plan (1.6%) (1.6%) (2.2%) 0.8% 1.3% 1.8% 2.3% 2.2% 2.1% 2.7% 

December Revised Baseline (2.4%) (17.1%) (2.3%) 4.0% 3.2% 3.5% 0.7% 0.1% 0.1% 0.1% 

FINANCIAL PROJECTIONS

5ŜŎŜƳōŜǊΩǎ ǊŜǾƛǎŜŘ ōŀǎŜ ŦƛƴŀƴŎƛƴƎ ƎŀǇ ƻŦ ϷстΦр. ŘŜŎǊŜŀǎŜŘ ǘƻ ϷррΦн.Σ Ƴŀƛƴƭȅ ŘǊƛǾŜƴ ōȅ 
changes in GNP growth projections

GNP growth assumptions for the December revised baseline projected dramatic negative real growth for 10 years, going way beyond 
ƴŜƎŀǘƛǾŜ ƎǊƻǿǘƘ ǊŜǎǳƭǘǎ ŦƻǊ ǘƘŜ Ǉŀǎǘ ŘŜŎŀŘŜΦ ¢Ƙƛǎ ǎǳƎƎŜǎǘǎ ǘƘŀǘ ǘƘŜ DƻǾŜǊƴƳŜƴǘΩǎ ǇƻƭƛŎƛŜǎ ƎƻƛƴƎ ŦƻǊǿŀǊŘ ǿƛƭƭ ƘŀǾŜ ƭƛǘǘƭŜ ǘƻ ƴo effect on growth.
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11,643

-21,022

-56,122

+32,665

Cash Flows
Post Measures

Excluding Debt Service

19,751

Debt
Service

Revenue
Measures

Expense
Measures

12,914

35,100

Cash Flow pre-MeasuresBase Financial
Cash Flows

The Government will undertake fiscal measures that will reduce the financing gap by $32.7B, 
and create a 10 year cash flow surplus of $11.6B

FINANCIAL PROJECTIONS

1 See Section IV, Fiscal Reform Measures for full detail
2 See Section IV(B)

AccumulatedACA funding
lossof $16.2B

($MM)

ÁBased on the currently stated debt obligations, the 10-year financing gap is expected to reach $55.2B

ï ~$35.1B of expected principal and interest payments during forecast period

ÁThe Fiscal Plan estimates cash flows available for debt service. The chart below shows the key components of the forecast, 

including:

ï Base financial gap of $56.1B which includes full cost of debt service and does not include the impact of revenue and 

expense measures

ï Revenue and expense measures of $12.9B and $19.8B1

ÁRevenue Measures: Act 154 excise tax is extended that positively affects cash flows by $8.8B

ÁExpense Measures: $17.8B of $19.8 (90%) due to Government right-sizing initiatives2
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The current fiscal plan is a significate departure from the version presented in October, as it 
commits to higher revenue and expense measures of $3.4B and $10.5B, respectively

ÁThe October Fiscal Plan estimated negative cumulative cash flows pre-debt service over the projection period (ô17-ô26) of 

($4.9B) vs. the Current Fiscal Plan projections estimating positive cumulative cash flows pre-debt service of $11.7B. The change

is comprised primarily of: 

ïPositive net impact on cash flows available for debt service, pre-Measures of $2.7B

ÅIncreased total revenues of $1.6B

ÅDecreased expenses of $1.1B

ïEnhanced revenue measures of $3.4B 

ïAdditional savings from Expense Measures of $10.5B

FINANCIAL PROJECTIONS

($MM)

11,643

-4,947

10,495

Cash Flows
Post Measures

Excluding Debt Service

Expense
Measures

Revenue
Measures

3,370

Changes to 
Expenses Baseline

1,143

Changes to 
Revenue Baseline

1,583

October Fiscal Plan
cum. Cash Flows
pre Debt Service

19



Fiscal year ending June 30, 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 '17 - '26 total

Revenues before Measures $18,952 $17,596 $16,514 $16,623 $16,799 $17,013 $17,255 $17,502 $17,746 $18,042 $174,040

Noninterest Exp. before Measures ($17,542) ($18,496) ($18,671) ($18,875) ($19,255) ($19,705) ($20,017) ($20,358) ($20,935) ($21,209) ($195,063)

Cash flows pre-Measures $1,410 ($901) ($2,157) ($2,252) ($2,456) ($2,692) ($2,762) ($2,856) ($3,189) ($3,167) ($21,022)

Measures

Revenue measures --                834             1,468          1,490          1,495          1,504          1,514          1,525          1,536          1,549          12,914              

Expense measures (262)            643             1,848          2,160          2,357          2,468          2,503          2,540          2,728          2,766          19,751              

Net impact of measures (262)            1,477          3,315          3,650          3,852          3,972          4,017          4,066          4,264          4,315          32,666              

Cash flows post-Measures, before Debt Service $1,148 $576 $1,158 $1,398 $1,396 $1,280 $1,255 $1,209 $1,075 $1,148 $11,643

ACA restored --                864             1,515          1,580          1,677          1,831          1,950          2,066          2,248          2,379          16,112              

Illustrative: Cash flows post-Measures with ACA funding $1,148 $1,441 $2,673 $2,977 $3,073 $3,111 $3,206 $3,275 $3,323 $3,527 $27,755

($MM)

A summary of financials for the 10-year projection period shows positive cash flows post-
measures, before debt service of $11.6B

Cash flows post-measures, before debt service trends:

ÁFY 2017 estimate of $1.1B, declining to a low of $580MM in FY 2018, driven by GNP contraction and ERS Paygo contributions of 

$1.0B in FY 2018 (See Appendix Financial Projections ïExpenses Excluding Debt Service)

ÁForecast peaks at $1.4B in FY 2021 before declining to $1.2B by FY 2026.  Decline is primarily driven by Affordable Care Act 

(ñACAò) funding expiration that increase steadily from ~$0.9B in FY 2018 to ~$2.4B in FY 2026. 

ÁThe last row of the table above adds back ACA funding to illustrate how it removes the downward trend in cash flows post-measures 

after 2021

FINANCIAL PROJECTIONS

2

2 Thisaddbackis illustrative, and isnot reflectedin the amountsavailablefor debt serviceelswherein this Plan

1 Full detailsin Appendix

1

1
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A Given the dramatic 17.25% nominal economic contraction projected for FY 2019 and another 2.29% contraction in FY 2019, the revised baseline 
projection assumes a dramatic reduction in tax revenue collections from current levels. Revised macroeconomic projections, alignŜŘ ǿƛǘƘ twDΩǎ 
fiscal measures and structural reform package, yields a $1.1B adjustment. The $0.3B adjustment in expenses is due to reduced inflation figures 
applied to payroll

B Considers 1.0 from Act 154 Extension, 0.3 from Internet Tax and POS SUT collection and 0.2 from enhanced tax compliance and 0.06from fee increases 

C 0.85 ςExternalization, Mobilization, and Service Integration approach to agency consolidation initiatives, which assumed 4% employee attrition. 
0.45 ςSubsidy reductions, (0.35 of which are municipal subsidy reductions)
0.3 ςReduction in Higher Education Spending

D Considers no ACA Funding for FY 2019. Rather than cutting a significant portion of the Healthcare System's Budget as an offsetting measure, the 
Government vision is replacing the current regionalized service delivery model for an island-wide model.. ¢ƘŜ twDΩǎ stance is that proposed cuts 
would force massive emigration from the island, exacerbating its economic downturn. ASES is currently refining their analysesaround this MCO 
revamp

E Lǘ ƛǎ ǘƘŜ twDΩǎ Ǉƻǎƛǘƛƻƴ ōŜƴŜŦƛǘ Ŏǳǘǎ ǿƛƭƭ ƻƴƭȅ ōŜ ŎƻƴǎƛŘŜǊŜŘ ŜȄŎƭǳŘƛƴƎ ǘƘŜ ƭŜŀǎŜ ǾǳƭƴŜǊŀōƭŜΦ ! ǘŀȄ ǊŜƎƛƳŜ ŦƻǊ ǇŜƴǎƛƻƴǎ ŀōƻǾŜ$2,000/month is 
expected to yield $89MM

The Government όάtwDέύagrees with the
magnitude of the problem presented in the
December revised baseline projections, with
somecaveats(see item Ψ!Ωύ. Thus, it is aligned
with the necessaryimpactof FiscalMeasures

However, thetwDΩǎapproachto addressingthe
Primary Balance Deficit before Debt Service
differs from the Boards recommendation,
especially when it comes to Reducing
HealthcareSpending(seeítemΨ5Ωύ. The impact
of these measuresmeets the mínimum target
establishedby the Board in its January18th
letter to the PRG

FY2019 ςFiscal targets and balance available for debt service

$B
FOB Jan 

18 Letter

PRG 

Adj.

PRG 

Revision

Total Baseline Revenues $15.4 $1.1 $16.5

Total Non-Debt Service Expenses + -19.1 0.3 -18.8

Primary Balance before Debt Service and Measures -3.7 -2.3

Fiscal Measures

Revenue Enhancement + 1.5 1.5

Government Right Sizing, Efficiency and Reduction+ 1.5 1.6

Reducing Healthcare Spending + 1.0 0.3

Savings related to New Healthcare Model + N/A TBD

Reducing Higher Education Spending + 0.3 N/A

Pension Reform + 0.2 0.1

Primary Surplus After Measures Available for Debt Service $0.8 $1.2

Affordable Care Act Funding + Excluded 1.5

Illustrative: Primary Surplus After Measures and ACA 

Funding Available
$0.8 $2.7

A

B

C

D

E



IV. FISCAL REFORM MEASURES
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FISCAL REFORM MEASURES

Fiscal reform measures reduce the 10-year financing gap by $33.8B 

Note: Values may not add up due to rounding

Estimated Impact, $MM

1,468 1,490
834

1,496 1,504 1,515 1,526 1,549
Ø 1,435

1,536

Revenue
Enhancement

A

Ø 1,9761,609

678

1,920 2,115 2,224 2,258 2,292 2,328 2,364Government
Right-sizing

B

Reducing
Healthcare
Spending

C

Pension
Reform

D

Ø 281
32925 299 305302 314 324319310

63 6264 63 6264 6064 61
Ø 63

4,3024,2494,1994,1494,1013,9793,775
3,440

1,600

Ø 3,755

+13%

TOTAL

2018 2019 2020 2021 2022 2023 2024 2025 2026 10-year Total

12,917

17,787

2,527

564

33,794
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Revenue 
Enhancement

$12.9B

A Government 
Right-sizing

$17.8B

B Reducing 
Healthcare Spending

$2.5B

Pension 
Reform
$0.6B

Fiscal Reform 
Measures

$33.8B

Corporate Tax 
Reform

Tax Compliance
A2

Adjust Fees
A3

A1 Mobilization

New Government 
Model

B2

Reduction of 
Subsidies

Pay for Value

Improve Payment 
Integrity

C2

Reduce Drug Cost
C3

C1

Modify Benefits 
Package

C4

Contribution 
Segregation and 
New Benefit Plans

Adjust Retirement 
Benefits

D2

D1B1

B3

C D

REVENUE ENHANCEMENT

Revenue enhancements measures reduce the 10-year financing gap by $12.9B

Note: Values may not add up due to rounding

$0.4B

$8.8B

$3.6B

$0.5B

$5.1B

$6.1B

$6.5B

$0.9B

$0.7B

$0.5B

$0.6B

Estimated 10-year Impact, $B

New Healthcare 
Model

C5
TBD
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REVENUE ENHANCEMENT

During the past 4 years, the Government of PR has overestimated its revenues by 
approximately 7% annually

Source:  Commonwealth Report 2016

8.562 
8.880 8.841 

9.175 

0.521 

0.890 
0.724 

0.625 

2013 2014 2015 2016

Budget 2013

Á Fiscal year 2013 revenues 

included (i) approximately 

$8.131 billion of operating 

revenues, (ii) approx. $63 

million of revenues from the 

electronic and traditional 

lotteries (approximately $24 

million which were non-cash) 

transferred to the General 

Fund, (iii) approximately $242 

million of excess collateral 

received on derivative 

transactions transferred from 

the Debt Service Fund and (vi) 

approximately $126 million of 

excess funds transferred from 

COFINA after payment of 

COFINA debt service

$9.083

-5.7%

-9.1%
-7.6%

-6.4%

Budget 2014

Á General Fund revenues on a 

budgetary basis for fiscal year 

2014 were approximately 

$8.880 billion, an increase of 

approximately $318 million or 

3.7% over fiscal year 2013. 

These revenues include: (i) 

General Fund budgetary 

operating revenues of 

approximately $8.726 billion 

(net of actual income tax 

refunds paid in excess of 

reserve) and (ii) revenues from 

the electronic and traditional 

lotteries of approximately $154 

million (approximately $82 

million which were non-cash) 

transferred to the General Fund

Budget 2015

Á Preliminary General Fund 

revenues on a budgetary basis 

for fiscal year 2015 were 

approximately $8.841 billion. 

Preliminary collections of the 

special temporary excise tax 

under Act 154 were 

approximately $1.920 billion, an 

increase of approximately $18 

million from the prior fiscal year. 

Preliminary collections of 

individual income taxes were 

approximately $2.157 billion, an 

increase of approximately $324 

million over the prior fiscal year. 

Preliminary collections of 

corporate income taxes were 

$1.852 billion, $62 million lower 

than the prior fiscal year

Budget 2016

Á Preliminary General Fund 

revenues on a budgetary basis 

for fiscal year 2016 were 

approximately $9.175 billion. 

Revenues from the special 

temporary excise tax under Act 

154 were approximately $1.876 

billion, a decrease of 

approximately $44 million from 

the prior fiscal year. Revenues 

from individual income taxes 

were approximately $2.021 

billion, a decrease of 

approximately $136 million from 

the prior fiscal year. Revenues 

from corporate income taxes 

were $1.647 billion, 

approximately $205 million 

lower than the prior fiscal year

$9.770
$9.565

$9.800

General Fund Revenues, Budget vs. Actual $B
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Tax Compliance

Specific Initiatives

Corporate Tax ReformA1

Adjust FeesA3

Reform Measures Current State

A2

1,038 1,038 1,038 1,038 1,038 1,038 1,038 1,038
519

2026

1,549

2025

1,536

834

1,496

2020

1,490

2019

1,468

2018 2024

1,526

2023

1,515

2022

1,504

2021

Tax Compliance

Adjust Fees

Corporate Tax Reform

Revenue Enhancement Measures, $MM

$8.8B$1.04B
Cumulative Impact of 

Measures
2019 Impact of Measures

REVENUE ENHANCEMENT

Through structural reforms the Government will stabilize and enhance corporate tax revenues

ÁThe corporate tax regime lacks simplicity and 

stability due to a history of ñbolt-onò taxes driving 

a high degree of uncertainty and hindering 

investment

ÁReceipts from Act 154 excise taxes represent 

approximately 21% of General Fund revenues

ÁAct 154 excise tax was set to expire in 

December 31, 2017 and was to be replaced by a 

ñModified Source Income Ruleò tax 

ÁThe Government recently passed an extension 

to the Act 154 excise tax for 10 years

The substitute for the excise tax under ACT 154 by 

the PR government consistent with the 

requirements of §901 of the IRC will include the 

following alternatives or a combination thereof:

ÁA modified version of the effectively connected 

income source rule; or

ÁIncrease income tax rate on exempted income

ÁIncome tax withholding on imputed royalty or 

cost allocation payments

ÁA withholding income tax on profit distributions

ÁThe substitute tax must be in harmony with the 

proposed changes to the US Code applicable to 

US multinationals operating in Puerto Rico.
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Tax Compliance

Specific Initiatives

Corporate Tax ReformA1

Adjust FeesA3

Reform Measures Current State

A2

374 396 401 408 417 427 436 447

288

20262025

1,536

2024

1,526

2023

1,515

2022

1,549

2018

834

1,504

2021

1,496

2020

1,490

2019

1,468

Adjust Fees

Corporate Tax Reform

Tax Compliance

Revenue Enhancement Measures, $MM

ÁTax system has been plagued for years with 

high rates of informality and non-compliance

ÁLimited use of technology/analytics hinder 

Haciendaôs ability to detect evaders efficiently

ÁInsufficient number of auditors and ad hoc 

auditing processes

ÁHacienda currently has 174 auditors and, 

through the Single Employer Act, Hacienda is 

bringing in an additional 200-300 collections 

staff from different parts of government to 

centralize collections, and increase capacity and 

efficiencies

ÁCreate an award based whistleblower office to 

improve compliance and reduce ñLack of Fearò

ÁDeploy internet sales tax collections through 

economic and affiliate nexus instead of 

consumer self reporting

ÁImplement point of sale (POS) SUT tax 

collections

ÁDetect non-compliance at scale using advanced 

analytics

ÁDevelop capabilities to significantly expand 

capacity to address identified non-compliance 

through correspondence audits, targeted 

notices, and other methods 

ÁDeploy lean operations toolkit to increase 

auditor and institutional capacity

$3.6B$0.37B
Cumulative Impact of 

Measures
2019 Impact of Measures

REVENUE ENHANCEMENT

Hacienda will embark in a multi-year transformation process to reduce leakage and improve 
revenue collections
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Most states have already passed or proposed legislation to collect taxes on internet purchases; 
this initiative will provide a level playing field for local businesses

é

State Actions 
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Other

Reporting

Affiliate Nexus

Economic Nexus

Click-Through Nexus

~76%

Á Economic nexus refers to the dollar amount spent by a consumer at a 
business.There is a threshold amount attached to it to derive the 
nexus point.Each state creates different thresholds. 

Á Click Through refers to a nexus created via an affiliate in the state 
that links to another "out-of-state" business via an affiliate program. 
When they send sales your way, you give them a small cut of the 
profits. That creates aclick-through nexusand now owe sales tax to 
that state

Á Reportingrefers to when a state enacts a reporting mandate to 
business selling to the state.

Source:taxjar.com

REVENUE ENHANCEMENT 

Internet sales in Puerto Rico average 
around $2 billion a year

With economic and affiliate nexus, 
internet sales tax would yield 

$65MM by FY 2019, assuming an 
incremental capture rate during the 

first 3 years until reaching the 
average 40%
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Reducing leakage and improving revenue collections is expected to have an annual impact of at 
least $0.2B by 2019

Key initiatives identified

ǐ Implementing SURI:

ï GenTaxintegrated tax system to automate intake, 
workflows, and management of core tax processes

ï Rolling out in Oct for SUT; income tax next

ǐ Incorporating external data (e.g.,PREPA) to identify 
mismatches between expected spend and reported income to 
target enforcement 

ǐCurrently have 174 auditors, bringing in additional 200-300 
collections staff from different parts of government to 
centralize collections, and increase capacity and efficiencies

ǐCreate large taxpayer corporate unit

ǐ Initial planning to move away from solely doing full audits to 
a mix full audits, partial audits and sending assessments 

ï Aspiration to go from 0.3% coverage only using full audits 
to 0.2% full audits + 0.5% partial audits / assessments

ǐUsing more flexible payment options to avoid bankruptcies 
and improve collections

Critical next steps

ǐ Identify and complete 3rd party data sharing 
agreements and integration 

ǐCreate algorithmsto identify key revenue 
opportunities

ǐCreate change program to train auditorson how to 
use new software and incorporate into way of 
working

ǐConduct in-depth diagnostic of examinations and 
audit and collections processesto identify specific 
levers to substantially increase capacity and quality 
of audit of collections operations

ǐ Identify strategy and population of taxpayers to be 
covered

ǐScale up aspirations for coverage (e.g., IRS is 1-1.5% 
for full audits and ~8% for lighter forms of treatment)

ǐDetermine key issues to target for assessments

ǐConduct pilot campaign, using specialized delivery 
unit if helpful

Levers

Critical next stepsKey initiatives identified
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Targeted 
interventions 

on smaller 
cases

Large 
corporate 

unit

Lean 
operations

REVENUE ENHANCEMENT 
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Tax Compliance

Specific Initiatives

Corporate Tax ReformA1

Adjust FeesA3

Reform Measures Current State

A2

27

1,549

2018

834
6458 6357 6156

2025

1,536

2024

1,526

59

2023

1,515

2022

1,504

2021

1,496

2020

1,490
60

2019

1,468

2026

Tax Compliance

Corporate Tax Reform

Adjust Fees

Revenue Enhancement Measures, $MM

ÁPuerto Rico ranks #12 in the World in number of 

vehicles per capita (64 motor vehicles per 100 

citizens)

ÁRevenues for motor vehicle licenses as well as 

regulatory licenses issued by the Commissioner 

of Financial Institutions are growing 6% annually 

primarily driven by finance and health related 

license growth

ÁTraffic fines average growth rate of 13% for the 

past 5 years is primarily driven by collection 

efforts

ÁPRôs Automobile Accident Compensation 

Administration (AACA) $35 insurance premium 

has remained unchanged since its inception

ÁOther miscellaneous permits, charges for 

services and royalties represent $68MM in 

annual revenues

ÁIncrease motor vehicle license fees by 10%

ÁIncrease insurance fees by 5%

ÁIncrease traffic fines fees by 10%

ÁIncrease other miscellaneous permits, charges 

and royalties by 10%

$0.5B$0.06B
Cumulative Impact of 

Measures
2019 Impact of Measures

REVENUE ENHANCEMENT 

Revise fees and charges for services to keep up with market trends
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$36.6 

$31.1 

$13.8 

$9.6 

$18.4 

13.80
9.20

12.00

9.6011.209.40

18.4017.2015.00

201620152014

License Revenue by Agency,$MM per year

36.6039.00
32.60

License Revenues,$MM per year

License Revenues by Agency FY16,$109.5MM

109.50105.8098.30

+6%

20152014 2016 31.1029.3029.30

OCIF

DTOP

DTOP

Health Dept.

Others
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REVENUE ENHANCEMENT 

License revenue increasing 6% annually primarily driven by finance and health related license 
growth

31



$13.1 

$43.3 

$8.3 

$3.9 

Fine Revenue, $MM per year

Á The majority of these fines relate to the fines owed and 
paid by citizens at the beginning of the year when 
registering their motor vehicle

Á Traffic Fines vary by territory but are generally the 
following:

V Parking: $25-$50

V Speeding: $50 + $5 for every 2MPH over the limit

V Avg. speeding ticket in the rest of the U.S. is ~$125

V 1st time DUI: $500

V Driving without a license: $100

Á In the U.S., a 10% decrease in economic growth leads to an 
average 6.5% increase in # of tickets issued

Overview

Fine Revenue by Agency FY16, $68.6MM

DTOP

Integrated Transport Authority

AMA

Others

68.60
63.6059.90

46.80
42.40

+13%

20162015201420132012

REVENUE ENHANCEMENT 

Fine revenue growing 13% annually primarily driven by increased fine collections
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Insurance Revenues, $MM per year

The Automobile Accidents Compensations Administrations (AACA) was established in 1968 to provide death, disability 
and health benefits for victims of automobile accidents

Á$35 premium has remained unchanged since its inception 48 years ago

ÁA 2% annual increase would had resulted in a $92 premium in 2017

ÁIn 2014, AACA instituted a 5% service fee on premiums collected

ÁPuerto Rico ranks #12 in the World in # of vehicles per capita (64 motor vehicles per 100 citizens)

Historical Trend:  AACA revenue has been fairly stable over time 

Main Drivers:# of Covered Vehicles

# of Covered Vehicles, MM per year

75.2073.10
77.50

72.60

20162014 20152013

2.262.362.382.392.33

201520122011 20142013

REVENUE ENHANCEMENT 

Insurance premium prices have not increased since 1968
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Other Sources of Revenues, $MM per year

68.30

63.20

53.40

2014 20162015

+13%

Other Sources of Revenues by Revenue Type FY16,$68MM

Other Sources of Revenues by Agency FY16,$68MM

$16.5 

$4.0 

$19.5 

$4.3 

$5.3 

$18.7 

$18.3 

$9.6 

$6.6 $5.9 

$6.7 

$3.8 

$17.3 

Courts

Permits

EQB

DRNA

Dept. Finance

Fire Dept.

Others

Charges for Service

Other

Permits

Rent

Royalties

Stamps

REVENUE ENHANCEMENT 

Other miscellaneous permits, charges for services and royalties represent $68MM in annual 
revenues
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Revenue 
Enhancement

$12.9B

A Government 
Right-sizing

$17.8B

B Reducing 
Healthcare Spending

$2.5B

Pension 
Reform
$0.6B

Fiscal Reform 
Measures

$33.8B

Corporate Tax 
Reform

Tax Compliance
A2

Adjust Fees
A3

A1 Mobilization

New Government 
Model

B2

Reduction of 
Subsidies

Pay for Value

Improve Payment 
Integrity

C2

Reduce Drug Cost
C3

C1

Modify Benefits 
Package

C4

Contribution 
Segregation and 
New Benefit Plans

Adjust Retirement 
Benefits

D2

D1B1

B3

C D

GOVERNMENT RIGHT-SIZING

Government right-sizing measures reduce the 10-year financing gap by $17.8B

Note: Values may not add up due to rounding

$0.4B

$8.8B

$3.6B

$0.5B

$5.1B

$6.1B

$6.5B

$0.9B

$0.7B

$0.5B

$0.6B

Estimated 10-year Impact, $B

New Healthcare 
Model

C5
TBD
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Current government structure comprises 125 entities working in silos, which results in 
redundancies, inefficiencies and an unjustifiable cost base

FY 2017 Budget, $MM Number of Government Entities 

Number of Employees

25,889

Legislative 200

Judicial 341

Public Corporations 5,674

PREPA, PRASA, UPR 7,749

Department
/Agencies

11,926

Total Budget

125

44

1274

58

TotalDepartments 
/Agencies

Public 
Corporations

Governor 
Offices

Legislative 
Branch

Judicial 
Branch

Central Government, Judicial, Legislative

Public Corporations

Total

153,349

Departments 
/Agencies

67%
103,432

Public 
Corporations

27%
40,617

Governor 
Offices

1%
1,577

Legislative 
Branch

2%
2,534

Judicial 
Branch

3%
5,189

Current model hinders economies of scale and provides for excess workforce and unused government facilities

GOVERNMENT RIGHT-SIZING
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FY 2017 Total Budget, $MM 

941

3,737
1,5986,276

25,889

Public 
Corporations

Central 
Government

PREPA
PRASA
UPR

Payroll Related CostBudget Excluding 
Federal and 
ARRA Funds

19,060

Total Budget

$4.6B in scope, 
represents 24.5% of 
non-federal budget

Represents 33% of 
non-federal budget

The public sector has experienced a constant annual reduction of 4% in its workforce since FY2013, 
however it has not translated to payroll-related expenditure reductions

16.2

2013

151

135

16.0

-4%

2017

129

113

16.5

2016

144

129

15.5

2015

141

125

16.0

2014

153

136

Number of Employees1, $лллΩǎ 

1,027

3,173

4,192 4,200

2013

1,040

2016

3,737

941

4,678

+3%

20172014

1,036

3,851

2015

4,887 4,739

3,781

958

3,152

Public Corporations

Central Government, Judicial, Legislative

Payroll Related Costs1, $MM 

1 Number of employees and Payroll-Related Costs  includes 11,488 transitory employees and excludes 24,160 employees from PREPA, PRASA andUPR

The complexity and bureaucracy of the current governmental structure has led to 
unsustainable levels of workforce and compensation-related expenditures

GOVERNMENT RIGHT-SIZING
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The Government must embark on a transformative journey in order to provide core services to 
citizens in an efficient and fiscally responsible manner

New 
Government 

of Puerto Rico

Mobilization Integration

Externalization

Needs based resource 

mobilization to  

guarantee the offer of 

services to our citizens, 

without dismissals of 

public employees

Transfer services from the 

Central Government to outside 

entities that have proven 

experience to better perform the 

services in a more efficient 

manner

Eliminate duplicate 

services, internal and 

external,  from agencies 

allowing the government 

to provide shared 

services from one 

centralized location

1 3

2

GOVERNMENT RIGHT-SIZING
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New Government 
Model

Specific Initiatives

MobilizationB1

Reduction of 
Subsidies

B3

Reform Measures Current State

B2

167

2,364

2018

678 399

2025

2,328

2024

2,292

2023

2,258

2022

2,224

2021

2,115

2020

1,920

2019

1,609

2026

New Government Model

Subsidies

Mobilization

Government Right-Sizing Measures, $MM

ÁHighly fragmented Government lacks uniform 

controls and processes, creates redundancies, 

allows excess levels of employees in some 

entities while others are understaffed

ÁThe complexity and bureaucracy of the current 

governmental structure has led to ever 

increasing unsustainable levels of workforce and 

compensation-related expenditures

ÁAn annual reduction of 4% in public sector 

workforce since FY2013, has not translated to 

payroll-related expenditure reductions given the 

employment of temporary hires and 

compensation raises

ÁInequality  exits in the remuneration of 

employees performing the same work 

depending on the government agency in which 

they work

ÁImplementation of a Single Employer Program 

(Act 8 of 2017) will improve mobilization of 

employees across the government providing for 

better allocation of human resources

ÁThrough mobility, the Government can 

guarantee offer of services to our citizens, 

without entailing dismissals of public employees

ÁProgram will result in an employee attrition of 

2% and a 50% reduction in temporary hires by 

2018 and 20% thereafter

ÁEquality in fringe benefits throughout 

government (public corporations and central 

government)

ÁAlign public sector vacation benefits with the 

private sector

$5.1B$0.40B
Cumulative Impact of 

Measures
2019 Impact of Measures

New Government model along with the Single Employer Program will produce higher attrition 
rates and generate reductions in payroll-related expenses

GOVERNMENT RIGHT-SIZING

39


