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Executive Summary:
Growth, Competitiveness and Jobs

2 S KI @S f2ai GKS FTANAIU

A The goals of this Strategic Model are:
A GROWTHTo achieve Real GNP growth of 1.8% by 2013 and 3.0 % by 2017

A COMPETTITIVENESS®2 N} A4S GKS ONBRAGO NYXaGAy3a 27
our global ranking in the WEF* to 25 by 2017

A JOBS:To reduce the unemployment rate to 12.7% by 2013 and 10% by 2017 by
creating 125,000 new jobs by 2013 and a total of 260,000 jobs by 2017

A To establish the Economic Development Steering Committee and the Technical Advisory
Committee as the main implementation bodies to ensure results and compliance with objective

A ¢2 NBFtATY LINPY2UGA2YlFf a0NXGS3IASE YR F2ai
exporting goods and services, and a transition to a knowldzged economy

A To develop a worlglass physical infrastructure to reduce the operational costs of doing busines
in Puerto Rico

A ¢2 NBEF2NXY tdzSNI2 wAiO2Qa AyauAddziazylf | yR
a facilitator in the strengthening of the private sector

* WEF = World Economic Forum. 2



Agenda

The Economic Challenge is of Historic Proportions

Strategic Model for a New Economy

Implementation of the Strategic Model




We | ost t hhe f i1 r st decade of
We CANNOT lose another!

We have lost a decade in terms of economic growth

Compounded Annual Growth of Real GNP for every decade

6.9%

5.0%

1950s 1960s 1970s 1980s 1990s 2000s

Source: P.R. Planning Board. Estimate takes into account the last revision of FY 09 (06/2009).



We are monitoring the economic activity on a
monthly basis through the Economic Activity Index

The contraction calls for extraordinary measures in the short and ldegn
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* The GDB Economic Activity Index (EAI) is published on a monthly basis, and it is 98% correlated to the GNP. It i$ 4nadeaipis: Total Payroll Employment
(Establishments Survey), Total Electric Power Consumption (MM of kWh), Total Cement Data (MM of Bags) and Gas Consurop@ati¢hiyl For more information about the
indicators.



Puerto Ricobds gl obal compet it
the most problematic aspects of doing business Iin
Puerto Rico are under the g«

Global Competitiveness Ranking
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The Government has formulated a vision for Puerto
Rico and a strategic model to reach it

Plan for the Strategic Sustainable Development

of PuertoRicad dt L59{ £ F2NJ A4

G902y2YAO RS@OSt2LIYSyd GKFG A& 3ft20l!
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Tools of Sustainable Strategic Action and
Coordinationo a1 ' / 9{ ¢ F2NJ Al a

Economic Infrastructure Social
Development Development Development

Strateqgic Model frastructure
for a New Economy** Development
Plan

* As part of developing PIDES, 52 round table meetings and 6 public hearings were held throughout the Island.
**|ts Spanish acronym is MENE = Modelo Estrategico para la Nueva Economia.




Conceptual Framework of the
Strategic Model for a New Economy (MENE)

OBJECTIVE:

Growth, Competitiveness and Jobs
| |

RESTORE ] _
CROWTH INFRASTRUCTUR COMPETITIVENE

ShortTerm Physical Functional

Stimuli METRICS Infrastructure METRICS Infrastructure
Dashboard Dashboard
L(énrg\'ﬁrr]m Strategic / Key Reforms /
Regional Projects CostReduction

Measures

FISCAL AND CREDIT STABILIZATION

TRANSPARENCY AND COMMUNICATION
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Conceptual Framework of the
Strategic Model for a New Economy

TRANSPARENCY AND COMMUNICATION
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The Strategic Model is based on
the free flow of information,
which facilitates its widespread adoption

ninin

TRANSPARENCY &

COMMUNICATION

TRANSPARENCY COMMUNICATION

A

A

Objectives of the Transparency Policy:

To promote institutional
accountability

To foster trust in administrative
procedures

To eliminate environments that
promote preferential treatment and
favoritism

To facilitate citizen oversight

v

PROMOTE INVESTMENT and
HEALTHY GOVERNMENT

Objectives of the Communication Policy:

A

A

To promote open debate and
collective participation

To convey information about the
Laftl yRQa AYLRZ2NIL

To reqgularly inform about efforts in
economic development

To promote understanding of the
issues and the proposed solutions

v

CONVEY THE VISION and
A SENSE OF DIRECTION

[

y U
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Conceptual Framework of the
Strategic Model for a New Economy

FISCAL AND CREDIT STABILIZATION

TRANSPARENCY AND COMMUNICATION
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We have been able to stabilize the fiscal and credit @
conditions but the rating agencies are closely monitoring

FISCAL

compliance with the Fiscal Reconstruction Plan STABILIZATION
Puerto Rico Major Credits
- Rating _r
Entity (S&P) Outlook Description
First
COFINAsenior AA- Stable Rating increase on 05/09 credit increase
in 10 years
COFINA A+ Stable Rating confirmed on 05/09
Subordinate
PREPA BBB+ Stable Rating confirmed on 07/09
PRHTA BBB+ Stable Last revision on 02/09: downgrade
GDB BBB Stable Rating confirmed on 09/09
_ _ Mid-term*
Central Gowvt. BBB Stable Rating confirmed on 06/09 goal of
a. .. bé
PRASA BBB Stable Revision in progress
Ports BBB Stable Last revision on 02/09: downgrade
PBA BBB Stable Rating confirmed on 07/09

Source: GDB. * Milerm = 4 years. 13



Conceptual Framework of the
Strategic Model for a New Economy

RESTORE
GROWTH

ShortTerm
Stimuli

LongTerm
Growth
Measures

FISCAL AND CREDIT STABILIZATION

TRANSPARENCY AND COMMUNICATION
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Restoring economic growth is based on the @
effective implementation of short -term stimuli and T
the long -term development of the productive base GROWTH

A combination of measures to restore economic growth

Short-Term Growth Measures

Federal Stimulus AObjective: Invest a total of $6,044 MM into the Puerto Rico economy, of
Plan (ARRA¥) which 14% have been disbursed and will create 42,065 jobs

Local Stimulus Plan AObijective: Invest $500 MM in stimuli at the local level, of which
(PEC¥) approximately $100 MM are in the process of being disbursed

Long-Term Growth Measures for All Sectors

Integration into the AObjective: Foster the development and strengthening of local companies
Global Economy capable of exporting competitive goods and services

Transition to a AObjective: Leverage the industrial base to create new jobs and businesses by

Knowledge based

creating new clusters** and consortia with a focus on innovation
Economy

* ARRA = American Recovery and Reinvestment Act; PEC = Spanish acronym for the Local Stimulus Plan.
** Cluster = Groups of interdependent and complementary businesses and institutions that make up an important area ofefomusrand activity (Michael E. Porter, The
Competitive Advantage of Nations, 1990). 15



The Federal Stimulus Plan is crucial in order to ease @

the current recession and 86% Is yet to be disbursed TTLTd e
GROWTH
Federal Stimulus
geral Stml PROGRESS REPORT
FRPTR A Introduce a total of $6.044 billion* into the Puerto Rico economy,
Objective: _ . . .
of which 14% have been disbursed and will create 42,065 jobs
Investment / A Total Investment:
Economic Impact : A Estimated: $6.044 billion
A Disbursed ugo-date: ~ $874 million
A Estimated jobs: 42,065 direct and indirect jobs**
Total Projected A $530 MMWork Pay Credit
Disbursementupto A $33 MM Public Safety
Dec31-09 total A $26 MM Infrastructurg21 ProjectDTPW16, PRASA; 43, Housing)
$1.778 MM* A $14 MM Employee Training
A $10 MM Energy Programs
Challenges: ACSRSN}t D2 GSNYYSyuQa 6 dzNEF dzONJ
A Need to further streamline the local process
A It takes longer to grant/disburse competitive funds

* Data as of September 18, 2009. Puerto Rico achieved an allocation that is $1.044 billion higher than originally estimated.
** Direct jobs were estimated using a ratio of 10.87 direct, indirect and induced jobs per every $1 million iin invedbinecttand indirect jobs represent 64% of total jobs, accordingice
Federal government formula being used for ARRA.



The Local Stimulus Plan complements ARRA funds @
and will be adjusted* to achieve greater flexibility TTLTd e

GROWTH

R PROGRESS REPORT

A Introduce $500 million in stimuli at the local level, of which

Objective:
J approximately $100 million are in the process of being disbursed
Investment / A Total Investment:
Economic Impact : A Estimated: $500 million
A Disbursed ugo-date:  $27.4 million
Total Projected A $132.8 MM Municipal Improvements Program, and Strategic Projects

A $6.4 MM Employee Training

Disbursements up to .
A $15 MM Bonus to Retirees

glegj;?\;l)l\eﬁ *total A SMB prograngsmal / med businesseguarantee increased to 100%
' A Creation of bonus for mortgage closing costs for Housing Stimulus
Program
Challenges: A Low participation in guarantee loan programs by banks

A Limited effect of housing stimulus due to recession

* Senate Bill 1122 (PS 1122) was submitted or13€)9.
** Includes: $9.7MM fronPINland Strategic Infrastructure Projects; $0.5 MMPE$OIMM, Ceparticipation Program; and $8.6MM Employee Retrain@fja $226 MM total, which
excludes SMB guarantee prograriata as of August 31, 2009. 17



Long -term growth measures to achieve sustainable @
economic development in a diversity of sectors LT o

Integration into the

Global Economy

GROWTH

EXECUTIVE SUMMARY

Obijective:

Strategies and
Initiatives:

A To foster the development of local companies in order to expand their capacity to exp
competitive goods and services globally

A To foster investment and exports in the following sectors:

A Advanced Services (financial, computer technology, engineering, design, resea
and development, health and entertainment)

A Biosciences (pharmaceutical, biotechnology and medical devices)
A High Technology (computer technology, telecommunications and aerospace)

A Reestablish the Foreign Trade Board to develop a new public policy for the export of
goods and services

A Revise and expand the curricula of the Foreign Trade and Business Development
Institute (ICEDE, for its acronym in Spanish)

A Realign promotional programs at PRIDCO, Tourism Company, and the Department of
Agricultureand r NHF Yy AT S t dzZSNli2z wAaO02Qa 2FFAOSa

A Participate in more than 10 trade missions with counterparts from the most important
markets to exporters

A Establish partnerships with local and international consortia to foster exports through
treaties such as CAFDR

A Foster entrepreneurship in activities with high potential for export

DIt

rch

18




Long -term growth measures to achieve sustainable

economic development in a diversity of sectors TTFT A

Transition to a

Knowledge based
Economy

GROWTH

i

EXECUTIVE SUMMARY

Obijective:

Strategies and
Initiatives:

A To accelerate the transition to a knowledgased and innovation economy, focust
mainly on the development of human capital and intellectual property

A To foster capital investment in diverse areas of high growth potential

A Enable the Science and Technology Trust to implement a new public policy reg
innovation, science and technology

A Establish a district of excellence in science and technology (Science City)

A Establish an office of technology transfer for commercial research and
development (R&D) programs

A Strengtherclustersand supporting consortia that focus on innovation:aent the
promotion strategy and establish alliances with the private and educational sect

A Increase the amount of public and private capital available to invest in R&D acti
by using the FEDE* as cornerstone and by fostering the creation of private risk
capital funds that invest on businesses focused on science and technology

A Develop the broadband infrastructure in all the regions of the Island and increas
the number of internet users

ardi

ors
Vitie

* FEDE = Acronym in Spanish for the Special Fund for Economic Development.

19



The strategic model includes fostering strategic @

sectors, emphasizing competitiveness and

RESTORING

sustainable growth GROWTH

Focus on strate

Manufacturing

Banking,
Insurance and
Credit Unions

Entertainment

Commerce

Agriculture

Film and Creative AObijective

Services

AObijective:

AObijective:

Tourism and AObjective:

AObijective:

AObijective:

gic sectors that will enhance production capacity

To retain, expand and diversify the current industrial base and attract
manufacturing of high-value products based on R&D and high tech

To foster a strong and healthy financial system in order to ease the efficient
flow of capital in the economy

To develop new and attractive offers in order to retain and attract new tourist
segments

To foster entrepreneurship and improve the value proposition for the
consumer by emphasizing diversification and competition

To develop an entrepreneurial and hard working culture that is based on
guality and competitiveness, and to maximize the yield of soils of high
agricultural potential

. To develop a film and creative services industry that is financially viable
in the long-term

20



Conceptual Framework of the
Strategic Model for a New Economy

RESTORE ]
CROWTH INFRASTRUCTUR

ShortTerm Physical

Stimuli Infrastructure
LongTerm :
Growth Strategic /

Measures Regional Projects

FISCAL AND CREDIT STABILIZATION

TRANSPARENCY AND COMMUNICATION
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Improve the physical infrastructure to

economyaos prod@i

INFRASTRUCTURE

expand

{GNYUS3IAO Ay@gSadyYSyua

Capital
Improvements
Plan

Infrastructure
PPPs

Transportation

Ports and Airports

t he

reduce operating costs

AObijective:

AObjective:

AObijective:

AObjective:

AObijective:

AObijective:

The five main infrastructure public corporations have
scheduled $1,245 MM in capital improvements for FY 2010

To accelerate investment in infrastructure and private sector
participation; invest $6,214 MM and create 99,735 jobs

To bring water service to the whole Island, reduce water loss
in the system and ensure the water supply

To reduce the cost of energy and guarantee that electric power is
accessible, reliable and sustainable throughout the Island

To guarantee developed and updated roads and pathways
and safe and accessible collective transportation

To maximize the role of ports and airports in the industrial
supply chains and tourism development

AY AYTFNI aildNHzOG dzN

22



Strategic projects will generate investments Iin
all the regions of the Island to foster balanced

[

INFRASTRUCTURE

economic development

{ONY GSAAO0 Ay@SadyYSyida Ay AYTFNIF adNHzOG dzN

Golden Triangle

Caribbean Riviera

Science City

Port of the
Americas

Mayaguez 2010

Aguadilla
Airport

AObijective:

AObjective:

AObjective:

AObijective:

AObijective:

AObjective:

The redevelopment of areas of Old San Juan, Puerta de Tierra, Isla
Grande, the Convention District and Condado, among others
($1,538 MM/ 24,685 jobs)

To develop a tourism complex, related to the concept of
destinations of entertainment and gambling
($1,900 MM / 30,495 jobs)

To create a district to position Puerto Rico at the forefront of the
science, technology and R&D industries
($1,765 MM / 28,328 jobs)

To create an international trans-shipment port of global caliber with
value-added zones in the southern region of Puerto Rico
($750 MM / 12,038 jobs)

To develop the infrastructure to hold the XXI Central American
and Caribbean Games in the summer of 2010
($332 MM / 5,329 jobs)

To redevelop the Aguadilla airport as the second most important
international airport of P.R. and as a regional logistical center
($21.8 MM / 350 jobs)

23



Conceptual Framework of the
Strategic Model for a New Economy

RESTORE
GROWTH INFRASTRUCTUR COMPETITIVENE

ShortTerm Physical Functional

Stimuli Infrastructure Infrastructure
LongTerm .
g Strategic / Key Reforms /
Growth . . .
Regional Projects CostReduction

Measures

FISCAL AND CREDIT STABILIZATION

TRANSPARENCY AND COMMUNICATION
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Reforms address challenges regarding costs, @
efficiency and functionality, which currently
reduce competitiveness our economy

COMPETITIVENESS

Reducing the costs of doing business and facilitating private sector growth

AObijective: o\,ed Act 29 of 2009: Creates new public policy related to infrastructure
pov investmentand public services
Permits AObijective: -\“ed PC 1649: Creates a new permits system that is transparent, agile,
E SuP efficient and accurate
Rifrc utive Branch AObijective: \“ed PC 1644: Promotes a government structure that responds to
ganization and oo . )
Modernization S current needs and fosters a better quality of life
Energy AObijective: To establish a new energy public policy and programs to diversify
Reform the sources of energy by ARRA, RPS* and GEF**
AObjective: To reform the tax system and bring relief to the Puerto Rican
taxpayer through reduced and fair tax rates
Labor AObijective: To incentivize work by increasing the participation rate and
Reform demand for labor in the private sector
*RPS is a regulatory policy that requires production increments from renewable energy sources, including the wind, solar, biomass, and geothermal. 25

** GEF = Green Energy Fund



Conceptual Framework of the
Strategic Model for a New Economy

OBJECTIVE:

Growth, Competitiveness and Jobs
| |

RESTORE '
CROWTH INFRASTRUCTUR COMPETITIVENE

ShortTerm Physical Functional
Stimuli Infrastructure Infrastructure
LongTerm .
Grgwth Strategic / Key Reforms /
Regional Projects CostReduction

Measures

FISCAL AND CREDIT STABILIZATION

TRANSPARENCY AND COMMUNICATION
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Work Schedule 1 Sequence of Initiatives

3/11 MEDIUM TERM 9/12 LONG TERM
(24-36 months) (+48months)

INFRASTRUCTURE

COMPETITIVENES

MAYAGUI%ZOlO
i CAPITAL IMPROVEI\?ENT PLANS
' PORT OF THE Ali/IERICAS
GOLDEN TRIANGLE
AGUADILLA AIRPORT

PUBLIPRIVATE PARTNERSHIPS
SCEENCE CITY
CARIBBEAN RIVIERA
PERMITS REFORM
ENERGY REFORM
GOVERNMENT RERGANIZATION
TAX REFORM

LABOR REFORM

PLANNING AND MONITORING 27\




The implementation of the Strategic Model has the goal of creating
approximately 260,000 new jobs in the long -term, which entails a
constant reduction of the unemployment rate

Target Goal: reduce unemployment rate to 12.7% in FY13 and 10% for FY17

Creation of

125,000 jobs Creation of
‘ ‘ 135,000 jobs
134% 1274
105% 106% | 0%

2001 2005 2009 2013 2017

Among the measures that will generate more jobs are the short -term stimulus
programs, the PPPs and the  regional strategic projects

28



PPPs, the stimulus programs, and
projects alone have the potential to

the strategic

around 243,000 direct and indirect jobs

Total Jobs to be Created by Different Initiatives
($ MM)

99,735

42,065
30,495
28328 54 685
12,038
5,329
N
> Y < 2 Q
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PPPs

ARRA**

Caribbean Riviera
Science City

Golden Triangle

Port of the
Americas

Mayaguez 2010

Aguadilla Airport

Total

99,735

42,065

30,495

28,328

24,685

12,038

5,329

350

243,025

create

$6,214
$6,044

$1,900

$1,765

$1,538
$750
$332

$21.8

$18,565

* Direct jobs estimated at a rate of 10.7 jobs per each $1 MM of investment. Indirect jobs, at a rate of a 0.5 indirect jobs per direct job, according to GDB and P.R. Planning Board formula.

** Estimated direct jobs at a rate of 10.87 direct, indirect and induced jobs per each $1 MM investment. Direct and indirect jobs make up 64% of the total, according to the

federal government formula used for ARRA.



The Strategic Model focuses on the services sector and on the
Industrial productive base aimed at exports

STRATEGIC MODEL FOR A NEW ECONOMY

RESTORING GROWTH INFRASTRUCTURE COMPETITIVENESS
-
Knowledge-based Economy Industrial Base / Exports
AProfessional Services OUANTITATIVE wPharma / Biotechnology
AFinancialServices AL OI\L:OT[')"EELSTRATEG'C wMedical Devices
AHealth 1_5mp In «Energy
Investment*
AEducation wAgriculture
AResearch and Development (R&D) wAerospace
AFilm and Creative Services winformation Technology (IT)

FISCAL AND CREDIT STABILIZATION

TRANSPARENCY AND COMMUNICATION

* Estimated investment over 4 years. This investment goal is calculated on the GNP base of FY2008, which added up to $60.787 billion. 30
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Implementation of the New Strategic Model
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