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ACHIEVEMENTS

Since Governor Ricardo Rosselld Nevares came to office,
we have been creating, organizing and structuring an
agency essential to the operations of the Government of
Puerto Rico.

Creating the Puerto Rico Fiscal Agency and Financial
Advisory Authority (AAFAF, by its Spanish acronym) was
very important for the Government of Puerto Rico given the fact that it is responsible for working
with the mandates of the Puerto Rico Oversight, Management and Economic Stability Act of 2016
(PROMESA). In addition, since AAFAF assumed several of the Government Development Bank’s
responsibilities, we have dramatically improved the fiscal and economic structure of this Administration.
In only 12 months, AAFAF developed and implemented multiple wide-ranging projects, such as,
the unanimous certification of the Fiscal Plan of the Government of Puerto Rico, of the Puerto
Rico Electric Power Authority, of the Puerto Rico Aqueduct and Sewers Authority and of other

pHoTO: La Fortaleza

entities. Moreover, we set in motion the reorganization of the Government agencies, among other
achievements that are a testimony to this Administration’s transparency in the negotiations and
agreements that have been executed. Nevertheless, we still have a long road to travel. We will
continue recovering Puerto Rico’s trust to get to the capital markets, and getting our Governor
Ricardo Rossellé Nevares’ policy and the mandate he received under way.

Below isa summary of the achievements of AAFAF, which has animportant role in the Government
of Puerto Rico:

JANUARY 2017

* A law creating a new Puerto Rico Fiscal Agency and Financial Advisory Authority with
greater powers and faculties was enacted to coordinate the use of government resources.
Said law authorizes AAFAF as follows:

- BUDGET OVERSIGHT: AAFAF acts as the entity that oversees compliance with the budget
and the fiscal plan.

- DEBT NEGOTIATIONS: AAFAF is in charge of initiating conversations with government
creditors to reach voluntary restructuring agreements.

- AUDITS: AAFAF is authorized to conduct audits and investigations, as well as order
requests for information as part of its fiscal oversight efforts.

- ADMINISTRATION: AAFAF may detect some overspending and can order the cancellation
of budget items, appoint receivers, redistribute human resources and change procedures,
among other actions.

e Pursuant to AAFAF’s enabling act, we form part of more than 60 boards of directors, which
provides visibility of the measures and actions taken by the agencies of the Government of

Puerto Rico. Some of the boards where AAFAF serves are the boards of:

Solofdds AQQay - Puerto Rico Electric Power Authority (PREPA)
Energia Eléctrica wmesernac = PUEIO Rico Aqueduct and Sewer Authority (PRASA)
Puerto Rico Public-Private Partnerships Authority (P3A)

I ! - University of Puerto Rico (UPR)

AAFA-




* The Puerto Rico Financial Emergency and Fiscal EDICION DOMINGO
Responsibility Act (Act 5-2017) was enacted. Act .
5-2017 maintains a moratorium period, guarantees
the provision of essential services and increases the
powers of the governor to manage the finances of the JUNTA FISCAL CONCEDE

island. This law is a step in the right direction and is TIEMPO EXTRA
aimed at reaching agreements with creditors and out- AL GOBIERNO

of-court debt restructurings. e e T

A government liquidity plan and the fiscal condition B X
of Puerto Rico were published for the first time.

* We took the necessary measures to cut short the
expiration of Medicaid funds, and we implemented
the pay-as-you-go or pay-go model to cover pension
payments.

* An agreement was reached with the PREPA
bondholder group to extend the restructuring agreement. AAFAF revised the Restructuring
Support Agreement (RSA), including its benefits and areas for improvement.

* In addition, AAFAF analyzed whether the RSA leads PREPA towards compliance with the
requirements set forth in PROMESA and whether it promotes a sustainable path for Puerto
Rico’s energy infrastructure.

FEBRUARY 2017

*  AAFAF submitted drafts of the Fiscal Plan of the Central Government and its instrumentalities.
The fiscal agency submitted to the Fiscal Oversight and Management Board (FOMB) the
fiscal documents of the PRHTA, PREPA, PRASA GDB and the Corporation for the Supervision
and Insurance of Cooperatives in Puerto Rico (Cossec, by its Spanish acronym).

MARCH 2017

AAFAF recommended to pay $1.4 million in GO bond interests due in March. The payment to
GO bondholders was the first made by the Government of Puerto Rico since July 2016.
* On March 13, 2017, the FOMB unanimously certified the Fiscal Plan of the Central Government.

APRIL 2017

* The Fiscal Plan Compliance Act (26-2017) was passed to implement the measures established
in said Fiscal Plan, such as Government expenditure management.

* The Committee for the Evaluation and Disposition of Real Property was created through Act
26-2017. Among other duties, said Committee is responsible for evaluating all applications
for purchase or lease of real property in disuse. This Administration has established a process
to purchase or lease real property that is fair and transparent and protects the public interest
at all times. In addition, the purpose of this Committee is to promote economic development
and create jobs while attracting revenues to the state and providing equal opportunities to
interested parties.




Weworkedonthefirstagencyconsolidation.
In  April, seven public agencies were
consolidated into the Department of
Public Safety (DPS) to achieve efficiencies
in all administrative, operational and inter
government processes.

The different safety services under
the DPS are: the Puerto Rico Police
Bureau, the Bureau of Firefighters
Corps; Forensic Science Bureau; Bureau
of the Medical Emergency Corps;
Emergency Management and Disaster e

Administration Bureau; 9-1-1 Emergency

Systems Bureau, and the Puerto Rico Special Investigations Bureau. Estimated savings for
the Government of Puerto Rico through this consolidation were $28 million.

MAY 2017

To protect the People of Puerto Rico, we

initiated restructuring processes under Title IlI B'%ERTO
of PROMESA. In conjunction with Governor
Ricardo Rosselld Nevares, we managed the Title RiOO Pide
I
AAFAF-coordinated mediations at the following
agencies:

OHOY ..
Puerto

legal strategy. We’ve sent representation to protecc,-dn
judicia]

Puerto Rico Sales Tax Financing Corporation
(COFINA)

Highways and Transportation Authority
Retirement Systems

Electric Power Authority

Central Government

We issued an administrative order (OA-2017-02) instructing Executive Branch agencies
and instrumentalities to submit a report providing details of the measures and savings
achieved. We ordered agencies and public corporations to take fiscal control measures to
achieve savings in different categories, such as, expenses for purchases, eliminating political
appointment positions, freezing vacant positions, as well as reducing operational expenses.
This administrative order provides a tool for accountability that will allow us to have visibility

of agency expense levels.

We negotiated a preliminary restructuring agreement under Title VI of PROMESA with
creditors of the Government Development Bank. This was a GDB debt refinancing agreement
that would allow creditors to exchange their current bonds for new bonds. The creditors
would benefit of choosing from three types of bonds that would be issued by a new municipal
entity.




GOBERNADOR
Ricard
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JUNE 2017

We worked on the budget for FY 2018. In this budget, we made the right decision of including
expense reduction, government efficiencies, and pension payments. The FOMB confirmed
that the levels of aggregate expenditures were the correct ones. This was the first budget
that incorporated pension payments for some 168,800 public service retirees and their
beneficiaries through the pay-go system as a direct expenditure of the General Fund.

To facilitate a voluntary agreement with bondholders of the University of Puerto Rico,
AAFAF signed a forbearance with trustee US Bank Trust National Association. In a way, the
agreement resumes the obligations of the UPR with its bondholders after the Government
suspended the required transfers to certain reserve accounts to pay the public debt. This
agreement provides the UPR with a tool to continue its academic endeavor and is a step
forward in its fiscal reconstruction.

JULY 2017

AAFAF contributed to the development of a law that facilitates the restructuring of the
Government Development Bank pursuant to the restructuring support agreement that was
certified by the FOMB. This law provided the legal frame for restructuring the GDB debt
through Title VI of PROMESA. Said law authorized the creation of a Public Entity Trust, which
would distribute certain assets of the GDB to pay GDB obligations with other government
entities.

As part of the commonwealth debt adjustment process, AAFAF sent a letter to approximately
600,000 individuals or legal persons informing them that the central government or COFINA
owed them money and, therefore, that they were part of the lawsuit under Title Il of PROMESA,
which provides a process similar to a bankruptcy for the territories.




AUGUST 2017

* Analysis reports to creditor groups in Title Il mediation processes were made public. These
reports contain information regarding cash flow and Government bank accounts.

* An Act to Guarantee Payment to Our Pensioners and Establish a New Defined Contribution
Plan for Public Employees was passed (Act 106-2017) to reform the Employees Retirement
System of the Government of Puerto Rico and the Teachers Retirement System in accordance
with Puerto Rico’s fiscal and economic reality and the provisions of the certified Fiscal Plan.
This law protected the savings of public employees by providing a new defined contribution
plan that would be managed by an entity to be selected through an RFP process. The law
precluded the Government of Puerto Rico from accessing plan funds. The enactment of this
law marked a period of transition during which a registry would be created to register all
pensions, benefits and accrued contributions. The law also provided for the creation of a
plan to transfer employee, pension benefits and accrued contribution funds.

*  We issued an administrative order (OA- 2017-04) establishing a due date for government
entities, including Municipalities (townships), that have outstanding public debt to
adopt information disclosure policies and procedures that meet municipal bond market
requirements. Given the fact that AAFAF is empowered to oversee and audit compliance
by Government issuers, this administrative order sought to establish a frame to comply with
disclosures regarding public debt and future debt issuances.

SEPTEMBER 2017

* For the first time, the Government released a Treasury Single Account Cash Flow report
(TSA) that is regularly posted in the AAFAF website since September 2017. This was a step
forward for this Administration’s public policy as it provided visibility of the government
accounts to the people of Puerto Rico. The
TSA if the backbone of government cash FAFAA e

Puerto Rico Department of Treasury
operations and is where most government  Treasury single Account ("TSA") FY 2018 Cash Flow
revenues are deposited and from where o007
expenses are defrayed. Receipts in the
TSA include tax collections, charges for
services, intergovernmental collections, and
the proceeds of short and long-term debt
issuances, and other receipts. Disbursements
from the TSA include important payments,
such as, payroll, disbursements to vendors,
welfare expenditures, debt service payments,
and payments of pension benefits. Publishing
TSA cash flow updates on a regular basis FARAA
promotes the public policy of transparency

TSA Status

TSA Cash Flow Line item schedule Commen s status

| @ Able 1o produce repert @ Mot able to produce report 1

of this Administration and paves the way to the fiscal responsibility we owe the people of
Puerto Rico.




*  We participated, together with the Government Authorized Representative (GAR), in all
the conversations regarding Federal Government assistance. In addition, together with the
GAR, we took part in the conversations with the U.S. Treasury on the assistance that Puerto
Rico would receive, after the passage of Hurricanes Irma and Maria, through the Community
Disaster Loans (CDLs) managed by the Federal Emergency Management Agency (FEMA).

OCTOBER 2017

* Together with PREPA’s Procurement Office Receiver, we established and are working on
procurement controls for PREPA. This provides control over PREPA’s contracts. Ottmar
Chavez, Chief Procurement Officer of PREPA, was appointed as receiver. The initial scope
includes reviewing and recommending amendments to the present procurement procedures,
optimizing emergency processes, and providing a more transparent frame for emergency
efforts in compliance with federal and local requirements. The new office implements
procurement compliance with controls, as well as oversight of the process to mitigate any
risks of noncompliance by PREPA and the procurement procedures of federal programs and
assistance.

NOVEMBER 2017

*  AAFAF promoted the first phase of the Voluntary '/ e
Transition Program providing public employees an /T RANSICION
opportunity to take advantage of an incentivized
resignation. This program served as an alternative ‘
for public employees wishing to move to the - '
private sector or non-profit organizations, or to seek other opportunities, such as, starting
a new business. The Program furthered the public policy of the Administration aimed at
reducing the size of the government responsibly without dismissing employees.

DECEMBER 2017

* The New Government for Puerto Rico Act (Act 122-2017) was passed in order to make the
government more efficient, improve services to the people, protect our public employees and
be fiscally responsible. This act provides the reorganization process for a new government that
includes: consolidations, outsourcing and reorganization of the agencies and corporations
of the government and its programs. It seeks to reduce the number of agencies from 118 to
35 more efficient agencies in order to comply with the provisions of the Fiscal Plan and thus
achieve expense reductions to deal with the $7.6 billion inherited deficit.

* For the first time in the history of the Government of Puerto Rico, we provided complete
visibility of the Central Government’s 800 bank accounts and their balances. This process
has helped identify the amount of money the government and its instrumentalities have.




JANUARY 2018

*  AAFAF continued pressing the U.S. Treasury and FEMA to disburse the funds appropriated
by Congress under the CDL Program. AAFAF, on behalf of the Government, called on the
federal agencies to finalize the negotiations that would give the People of Puerto Rico access
to the loans, in accordance with the will of the U.S. Congress.

e In the case brought by Assured Guaranty Corp. against the Government of Puerto Rico and
PRHTA, U.S. District Judge Laura Taylor Swain held that PRHTA could continue using the
money deposited in its accounts to pay for operating expenses. Plaintiffs sought a Court
order declaring that PRHTA revenues be used to make payments of bond principal and
interest. Nevertheless, the case was dismissed. This decision was issued as part of the debt
restructuring process under Title Ill of PROMESA.

e |In another victory for the People of Puerto Rico, Judge Swain issued another decision in
the case filed by Puerto Rico GO bondholders in which the Court was asked to rule special
property tax revenues and revenues subject to clawback as property of the bondholders.
The judge dismissed all claims (9 in total) on the grounds that the arguments made by the
bondholders were hypothetical, that the courts cannot issue advisory opinions, and that
under PROMESA, the court has no jurisdiction to rule over the matter at the time. These
decisions were a significant victory for the People of Puerto Rico and for our Administration
given the effect they could have on other cases in court.

« AAFAF and the fiscal and
economic team of the
Government of Puerto
Rico appeared at a public

hearing held by the FOMB

A A

E;blemo rinde cue, ;
__sobre depositos. e

to explain the inventory of

the 800 bank accounts where

the government’s money is
deposited. For the first time, the
Central Government revealed
that at that time, as of December
31, 2017, the administration had

$6.881 billion deposited in those accounts.




FEBRUARY 2018

* Animportant achievement in February 2018 was the approval of a $300 million loan AAFAF
requested to provide liquidity to PREPA. The loan provided PREPA with a much needed
lifeline that saved the operations of the public corporation.

* Subsequently, AAFAF announced that the Treasury Department disbursed the funds of the
emergency loan to PREPA so that PREPA could continue operating and providing services
to the residents of Puerto Rico. This loan safeguarded a critical service for Puerto Rico.

*  AAFAF submitted to the FOMB initial drafts for the fiscal plans for the central Government
and various public corporation.

 AAFAF’s Executive Director, together with the Governor of Puerto Rico, Ricardo Rosselld,
participated in the “Puerto Rico: Pathway to the Future” forum, which focused on relaunching
the island as a business and relocation destination for investors, entrepreneurs and large
corporations. At the forum, held in New York, the Administration presented Puerto Rico’s plans
and new available opportunities after the passage of Hurricane Maria, as the infrastructure
was being rebuilt and the economy recovered.

In February 2018, AAFAF’s
Executive Director informed the

AAFAF mandaré esta semana las notificaciones citizens that final notices had
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MARCH 2018

* During the visit of U.S. Treasury Secretary Steve
Mnuchin’s representatives to AAFAF, we clarified
most of the terms and conditions to grant the $4.7
billion CDL loan, approved by Congress in October
2017.

* After several conversations with the U.S. Treasury
Department, in the month of March, the Governor
announced the agreement on the terms to disburse
the Community Disaster Loans. The Governor and
the Executive Director of AAFAF indicated that .
there would be access to the full amount of CDL i e
funds, in accordance with the needs of Puerto Rico -

until March 2020.




* After months of hard work, the e e ooy
Government submitted new versions .
of the fiscal plans of the Government
and its instrumentalities. AAFAF was

the agency in charge of preparing the Aval ge“eral @ I‘eestrllctlll'ac on d8| BGF

» Alcaldes y bonistas locales favorecen las enmiendas anunciadas por el gobierno
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fiscal document.

* AAFAF andthe GDBamendedthe GDB
Restructuring Support Agreement
after reaching an agreement with a
significant group of GDB bondholders.
The amendment simplified the GDB
restructuring transaction and provided
the municipalities (townships) with an
additional relief of approximately 300
million dollars.

 AAFAF posted in its website several
working documents submitted to
the FOMB in April 2017 as part of the
process to develop the budget for the
current fiscal year. The documents
prepared by the Office of Management
and Budget (OMB) contain data from the consolidated budget and the General Fund budget
for FY 2018.
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APRIL 2018

«  AAFAF and the GDB announced that the requisite number of holders of Participating Bond
Claims executed the amendment to the GDB Restructuring Support Agreement, which
became effective pursuant to its terms on Friday, April 6, 2018. AAFAF and GDB stated that
this agreement represented significant progress towards the consensual restructuring of
GDB under Title VI of PROMESA.

* AAFAF, on behalf of the Government of
Puerto Rico, issued four administrative
PROGRAMADE » orders to establish the Voluntary Transition

TRANSICION Programs for the employees of the
OLUNTAR’A Employees’ Retirement Systems of the

SEGUNDA FASE Government and the Judiciary of the
A PARTIR DEL .
1R° DE MAYO DE 2018 Commonwealth of Puerto Rico (ERS), the
— =] Teachers Retirement System (TRS), the
N|UE\;? OPOZTUNIDAD para c:ue los serwddores plubllcos Department of Economic Development
elegibles puedan transicionar al sector privado o al tercer .
9 .p . P ) and Commerce (DEDC) and its attached
sector, mientras contintian devengando su salario por el . )
periodo establecido para las agencias y corporaciones entities, the Department of Public Safety
(DPS), including all its bureaus, and the

publicas participantes. ca,
— B30 #TRANSICIONVOLUNTARIAPR @ GOBIERNO DE PUERTORICO. Department of Education (DE).

AAFA-




* AAFAF published financial and economic information supporting the draft Fiscal Plan
submitted by the Government of Puerto Rico to the FOMB. The information published by
AAFAF, which supported the financial aspects of the draft Fiscal Plan, included the following
points: macroeconomic projections (including the inflation rate, changes in the Gross National
Product, population growth in the island); the multiplier effect of the measures included in
the Fiscal Plan of the Government; the impact of said measures on Government expenses and
revenues; the effect of federal reconstruction funds and private insurance payments related
to damages caused by Hurricanes Irma and Maria; the economic impact of the structural
reforms proposed by the Government (such as, the earned income tax credit, the tax reform,

the energy reform and the job creation programs), among others.
MAY 2018

* |n order to maintain the ongoing commitment to
transparency in government processes, AAFAF
posted the first liquidity report for the principal 14

public corporations of the Government of Puerto @ °°VERNMENT°””E"°“C°
Rico. This document presents the actual operational Component Unit Liquidity
cash flow results of these public corporations, a FORTHE MONTH ENOED ARCH 31, 2013
variance analysis of pre- and post-hurricanes Irma ns o acuas s sosecasr:

&
£

and Maria forecasts, and a revised projection at the
end of FY 2018.

* AAFAF was authorized to proceed with the
restructuring of the GDB under Title VI of
PROMESA. In addition, the amendment to the GDB

ooBe0ng

g

Restructuring Support Agreement was certified as

a Voluntary Agreement and a Qualifying Modification,

g

in each case pursuant to PROMESA. Moreover, the

appointment of Epig Bankruptcy Solutions, LLC as

Calculation Agent and Information Agent was approved

- DD EDOEOBENnA:-

H
]

oo
 DERBNNDDNRNOEN

el

and the Pools of Bond Claims as proposed by AAFAF
and GDB were established, in each case pursuant to
PROMESA.

* The Government submitted the consolidated Budget for FY 2019 to the FOMB. The General
Fund budget for FY 2019 totaled $8.73 billion while the consolidated budget totaled $25.323
billion. The General Fund budget experienced a net reduction of $56 million compared to the
version submitted to the FOMB on May 4, 2018.

AA-FA-




JUNE 2018

AAFAF, on behalf of the Government, signed an administrative order to centralize the
negotiation and contracting of medical insurance plans for public employees, including
those that work in public corporations, pursuant to Act 26-2017. Said order instructs public
corporations to take part in the process that the Health Insurance Administration (ASES, by
its Spanish acronym) is doing for employees of the Central Government under Act 95-1963.
This initiative allows procurement at a greater scale, which is expected to generate efficiencies

and savings while maintaining the same services and
benefits for public employees. This is another step on
the Government’s path towards fiscal responsibility
while mobility and the concept of single employer are
implemented. This measure does not affect the employer
contribution of the Government of Puerto Rico and the

pHoTO: Archive

public corporations to pay for the medical insurance : .
pr\merahora.cor R

plans for employees.
The period for public employees of the Retirement Systems (ERS and TRS), DE, DPS

and DEDC to avail themselves of the Voluntary Transition Program, which offered public
employees the opportunity to transition to the third sector or to the private sector for a tax-
exempt economic incentive, ended on June 30, 2018. Over 4,500 employees applied for the

incentivized resignation program.

* Inthemonthof July, AAFAF repealed the administrative .
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In July, AAFAF and the Government of Puerto Rico achieved significant agreements with
creditors, which represented savings of over $23.5 billion for the people of Puerto Rico.

GDB (savings of approximately $3 billion in total debt service)

PRINCIPAL: the Governor’s agreement saves $2.7 billion in principal, reducing
the debt to $2.6 billion from $5.3 billion. BGF

10-YEAR DEBT SERVICE: the Governor’s agreement saves $1.4 billion in debt service,
reducing debt service to $1.9 billion from $3.3 billion.

TOTAL DEBT SERVICE: reduced to $2.5 billion from $5.4 billion, a $2.9 billion reduction.

PREPA ($3 billion saved in principal)

PRINCIPAL: the Governor’s agreement saves $3 billion in principal, reducing
the debt to $6.6 billion from $9.6 billion.

10-YEAR DEBT SERVICE: the Governor’s agreement saves $4.5 billion in debt service,
reducing to $3.6 billion from $8.1 billion.

COFINA ($17.5 billion savings in total debt service)

g
PRINCIPAL: the Governor’s agreement saves $6 billion in principal, @FIN[L

reducing the debt to $11.9 billion from $17.9 billion.

10-YEAR DEBT SERVICE: the Governor’s agreement saves $3.9 billion, reducing debt
service to $5 billion from $8.9 billion.

TOTAL DEBT SERVICE: decreases over $17.5 billion, to $32.3 billion from $49.9 billion.




In July, AAFAF, in its capacity as fiscal agent, financial advisor and reporting agent for the
Government of Puerto Rico and all its instrumentalities, assembled Governor Ricardo Rosselld
Nevares’ cabinet to advise them on the effective and responsible implementation of the
fiscal measures established in the Fiscal Plan. Present at the meeting, which took place over
the course of two consecutive days, were the Governor, the Chief of Staff Raul Maldonado,
the President of the GDB, who is presently Executive Director of AAFAF, Christian Sobrino,
the Chief Investment Officer, Gerardo Portela Franco and other representatives of AAFAF.
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AUGUST 2018

In August, for the first time, the Government of Puerto Rico published three reports on
the finances and operations of the Government. These reports, which promote government
transparency, provide details on government employee attendance, payroll, and General
Fund expenditures for FY2018.

It was in August 2018 that the Governor announced that the FOMB, as representative of
COFINA in the judicial process under Title Ill of PROMESA, the Government of Puerto Rico
and a substantial number of the COFINA bondholders had reached an agreement in principle
to restructure the debt of COFINA. The agreement in principle represented a reduction in
the aggregate debt of COFINA of approximately one third of the COFINA debt, savings of
$17.5 billion in future debt service payments, and provided terms and conditions for the debt
restructuring.

Subsequently, the parties agreed to support confirmation of a Plan of Adjustment
implementing the transactions contemplated therein, in an effort to restructure the debt of
COFINA to terms that were aligned with the fiscal reality of Puerto Rico.

AAFAF and GDB announced the commencement of the solicitation of votes seeking
creditor approval of the previously announced qualifying modification of GDB under Title
VI of PROMESA. At that time, the launch of the solicitation process was one of the last
steps required in the ultimate resolution of the GDB. Both AAFAF and the GDB thanked the
stakeholders for their continued commitment to a consensual transaction and good faith
negotiations.

In order to continue with the efforts to fulfill the promise of speedily transforming the
Government andachieving agovernmentstructure
consistent with Puerto Rico’s fiscal reality, the
Government announced the reorganization plan
of the Public Service Regulatory Board. This PfOpllESta
consolidation projected savings of $12 million demenos
in its first year and approximately $70 million allStel'idad
in five years. As part of this consolidation, the — .
Energy Board was also granted, by law, the Eg@ggg;ggzu;uﬁ?}z;gggﬂm
independence afforded to experts. ‘ .
AAFAF, together with the Governor, submitted a e 41%
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SEPTEMBER 2018

The executive director of AAFAF
offered a live presentation to the
investment markets during which
he discussed several matters in
connection with Puerto Rico’s debt
restructuring and the financial
situation of the island one year after
the passage of Hurricanes Irma and
Maria.

In September, the Government of
Puerto Rico stated it was pleased with
Judge Laura Taylor Swain’s decision
denying the motion of the Unsecured
Creditors Committee in the Title Il
process to apply the automatic stay
to the GDB Title VI process and its
Restructuring Law, which gave way to
the GDB debt adjustmen.

In September, a Public Notice was issued requesting proposals from qualified parties
interested in implementing and operating the new Defined Contribution Plan for employees

of the Government of Puerto Rico.

OCTOBER 2018

In October, the Governor introduced a bill of law
that would implement the COFINA agreement
with its creditors. The bill enabled the economic
benefits and debt service savings contained in the
agreement. Sobrino Vega stated that said bill was
key in the COFINA debt restructuring process.

Pursuant to AAFAF Administrative Order OA-
2018-13, Puerto Rico Chief Financial Officer Raul
Maldonado Gautier announced the third phase of
the Voluntary Transition Program, which allowed
public employees who opted-in to the program
to voluntarily resign and transition to the private
sector or the third sector while receiving their
salary corresponding to a six-month period in one
installment to be disbursed in December 2018. The
Voluntary Transition Program was established in
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> La Fortaleza espera generar ahorros de 4 ﬁ
$55 millones para el ano 2020 con una P
tercera ventana de retiro voluntario

order to continue reducing government spending without dismissing public employees.




NOVEMBER 2018

* In November, the Government announced
the commencement of the Request for
Qualifications (RFQ) process for companies
interested in managing and operating all
aspects of PREPA’s power distribution
and transmission system through the P3
mechanism. This RFQ process allowed
identifying private companies that met
the requirements
to undertake the transformation and
modernization of Puerto Rico’s electric
power system.

* Federal Bankruptcy Judge Laura Taylor
Swain gave the go-ahead for the GDB debt
restructuring under Title VI of PROMESA.
This was a historic accomplishment for
the ultimate resolution of the GDB and
a decisive victory for Puerto Rico’s fiscal

minimum needed

recovery. It was the first consensual restructuring transaction approved by the United States

District Court under Title VI of PROMESA.

This decision demonstrated the credibility of Governor

Ricardo Rosselld6 Nevares

administration and the commitment to regain access to the capital markets through good

faith negotiations.
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In mid-November, the
Governor signed into law the
bill that allowed restructuring
the COFINA debt. This allowed
to reduce the debt by 32%, or
$17.5 billion, with over $400
million going every year to the
General Fund to take care of
the more vulnerable people.
AAFAF and GDB announced
the closing of the GDB
restructuringunderaqualifying
modification pursuant to Title
VI of PROMESA.
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¢« The closing of the GDB debt restructuring was a historic milestone in Puerto Rico’s road to
economic recovery. The closing of the qualifying modification for GDB was clear evidence
that Puerto Rico had the credibility and resolve necessary to resolve its fiscal challenges.
Moreover, this agreement represented savings of approximately $1.9 billion in bonds and
approximately $6 billion in deposits.

DECEMBER 2018

* In December, the P3A received
the qualifications from five
private proponents interested
in  managing and operating
all aspects of the energy
distribution and transmission
system of PREPA through the
P3 mechanism. This high-impact
project would provide greater
stability, reliability and efficiency
to the energy system of Puerto
Rico.

* On the other hand, and with the purpose of continuing to promote this project successfully,
the executive director of the P3A, Omar J. Marrero, the executive director of AAFAF, Christian
Sobrino, and the Puerto Rico Energy Bureau (PREB) signed a collaboration agreement
whose purpose was to facilitate the implementation of the public energy policy. Specifically,
it sought to facilitate transactions for the sale, disposal or transfer of the assets, operations,
functions, and services of PREPA through the P3 mechanism.

AAFA-




In less than one year, the GDB
and AAFAF were able to sell
6 of their properties, which
produced revenues in excess
of $30 million. Eight of the
propertiesin the portfolio went
to the GDB Debt Recovery
Authority, which would be
in charge of managing and
liquidating the assets.
In December, AAFAF was
able to recover the moneys
from the Puerto Rico state
revolving funds after they had
been frozen in the GDB by
the previous administration,
and two  trusts  were
created to safeguard the
operation of the federal
program overseen by Fhe
Environmental Protection

Agency.

20/NEGOCIOS
EL NUEVO Dis @

. . PROPIEDADES DEL BGF EN LIQUIDACIGN
B GF l ] q ul da PROPIEDAD DESCRIPCION UBICACION TAMARG ESTATUS. L:fzﬁé': va;x
cartera de = EEER Y mr = e -
Finca mev:mdlmh Patce 307812 metros. Savender

. ° i ladode ot Samtcey cuadrados (z05)
p lopiedades = === -~ M e g

et 512
RuizSoler  Weakuadaen ecametera PRz

z

T o Kesa dol Exty, esthocataatsiste ot Ry, 6,395, Sinverder $2.400.000 -
908 En el aiio antes de su eliminacign, of Ao b o | s -

BGF vendi6 por $304 millones sejs terrenos

folea Ol s NSBmatos  Sowede 31380000 -
mientras otros ocho quedan por ser v i miduc Srigeind ey
liquidados por la entidad sucesora del Banco Wariods Do rptud s merbacuscs Yasacon M0meres  Sewede somg000 —_
Do s adndss [205)
dores del Baneo, En la distriby. bevtared
et o hnue sehiz de sybomillnes, = TR : = Fa
o Sl oot o [ M . s s swso
enoadeunaioslabora  ventas’, sosting Scbrimg ot o
Banca Gubernamental de  ensrevicta con Bl Ny b, ol O —— SBoetios  Vanta —  $nsoooon
Fomento BGR) vendid seis de sus * Ese pagp.ev 1] Primen que se  Ses Seltitacen P dolron Skan  cusdradas
Propiedades, logrando recaudas  hace de cots magnitud a bonistas oy el Tebumad o S b
e 5304 millones, dinero que fe  despuas que of £9bierno. pidio of
fevartido caslen su totaliiad en-  prmeese de bapesr que esta-  Codeam et s oy Pate Albnas Vwadr T $1900000
e los bonisias y depasitantes de  blece 1y Ley Promesa para cinco Hities o San hase b B
b nstrumentalidad piblics du-  entidades priblees incfuyendo el
ke ol procesn de esiructu-  gobierno centras Parklioe G popedsteti ottty Gt 357 meties Vercida —  szmpoo
racidn voluntaris de la douds, En conereto, las propiedades 20 o Cumbre, o o adeadas
Otras ocha poopiedades pasaron  vendidas Fuson los terrencs del crcowbinads Cuspmabo
o oridad de Reeuperaciinde.  antiguo Seaeson s el i
bs Decda del BGE, it que se ficio de Iy Gans” Nacional e o e miedidn  Brdn | To0smm Vendida - $12000000
encangar de ac * 3 bqui-  Puerta de Tierrs, Ia parcels Go.  Bayemée ottt G e
dar 103 activs de extinto banco  dremar dp S Juan, Ja Uamadg  Merte
gubernamental. Estas Propieda-  Parcels B en Santuree, el fote Par-
s, 5 o0 vendidas, pocian ge-  laos e Cutyanie Yiafnakio fote e o e ad Pueta Tt \urids T #0000
rierar hasta 523 millones adicko-  Rayamé N et flen.  cidads
s lgran precios de ventas  Todas s propicades foeron . :
Snlares 314 Ghima tasacidn. La  vendidas 3 pros que estin por
eoeucsin s iea de esas pro- b del o aparecia re-  Pareelad DTS Ssotrcs, 20300 et Vensida = 53500000
i v o A s Sahan  cusdades
Piedades. dua de ocbre de gistrade oy oy excrituras. Los Cortdn o e rhons
8. mismos documentos asociados 3
el Christian Sobrino, ilti-  jus o kot & e tsla bfa NN s e T @
o focser e dst BGF.estas o responde en gran et ol o
fioe fueron parte dékos 3460 mi-  temons on o) et bienes
Nones que se distribuperon s raices depigp i Sepresién eco- el que ¢ espers en ura economia Sdilicia de la Guardia Nacional se  precio de vents de $13.5 millones
completarse el procesa de distri. DMmica ¥, mis reciente, ol falas- vibrante y con un vendedar capi- Vendid por un milldn de ddlares, Sin embarga, se transé por una
bucion de los banas que sustit. \fcoimpactodel uricin Marta  taliza Cuando extrapolss cso al o estaba vaorado €0 37171 voota d 35 il ol o
oo, descuento, 15 viees en septibre de aor escenario del Banco que estaby lones, debido a que el comprador  presa Santocr Ambulstory Sur-
founciones del aniifuo aente A cota Sobring et o he- - quebrada pues el panorama s iy foe <l propio Fideicomiso de by gieal. Comer Holdings tras dos
fiscal el gobicrma. oode que laventa ¢ produce en — complcats s meros Guardia Nacional de Pucrto Rico. - procesos e epcun? abortados
“Desde que nosotros eomenza BF extamn Sondelosactivusdel  Aun as, segin of Loy e Ara propiedac fue  limada L liladores e s Procesas
mos o proceso en ef Ranco, Jos BGF estaba, e . rector g e la Autoridad Parcela B, ubicada justo al lado de  previos offecienon menos de g3
Ingresos que se generaban se se- “Cuando estis en proceso de §- Asesoria Financieray Agericia Fis- la Estacién de Sagrado Corizén  millones por ¢f termeno que hasta
Poraban de I iquides de Banco, - idacion sabes g v venvasa  cal (sl solo dos de fas pro. el Tren Urbano cn Santurce, n hacs poce,epe 830 como esta-
Proposs s, Qe et como veoder Is propiedad 5 . oresss piedades vendidas estuvieron por S3ta propiedad.a Uhima tasacion,  clonampents
Propsit ditibuiniea s seree- e naneckemmentoco e ES debajo del precio de tasacion. Ef de octubre de 206, sugeria un Sobring evplios que el salor de

VOIV
Vv A

,,,,, . $9 millones en b(:‘noizpa"a JA N UA RY 2 01 9
Emiten scuela BaldW
mejo!

ora emision de

Esla prime

i trial,
T ot s In January, it was announced that the Puerto Rico Induj_t_ .
. a ’ : ilitie
-r; urist, Educational, Medical and Environmental Control Fac
o ’ ’

i i was

Financing Authority (AFICA, by its Spamshgaczﬁirz}miz} e
authorized in December 2018 to issue up to $ r: O e
bonds for the construction and development do _ SChoo|, iy
science center and other improvements f?r Bal .meecember
Puerto Rico. This was the first AFICA bond |tsiiL:eeZ|r;§erecover o

i d that Puerto Rico con .

2ir?\z’stv:>?sl’c2r:1e;tle§;cethey were willing to invest their capital on

educational projects in the Island.




REVISTA 4/NEGOCIOS

o
EL MUEYO Dia » dhomsbs s ok R de i 10 de bbies do 200
E I e, oz Cofina antes y después del Titulo II T
g etar wm“‘"ﬁ e L T
—=e- zﬁ

g a— [ Total | bores
v & 2 i an

ok v gits sincnm | inpoeton s e bl sl ikl e byl ey eyt oLy i
okabccedeimesinymecn 0 s ReBgS = e IR | Sqide B s e s o P R "y b o0 00 st o
b nmiige s LpRigEatg gt i el bl d e
o 3 e b e s bgad ig Segin s docnmred, Ml Nqudum.lﬂmhn:l el s’
ke s EHEEE 13iages T A
g s hckaywofh | 0 a2 Eﬂ 4 sg 'EEE T memawhoiowsi g d @
‘Fingecion s gar o baccce ¢ Etgizgﬂ_* ----- §§§§§E i e ot sasion o Gion Tekn mmmmh—n
e SpglFddsa® gizdait gy =
it Lppifighis - §85 57 GEmimianmmny R e “S“mm'a Promesa
ot e — Ei PR - i i do ol oo “Negcios e e b o Bvrlachemdogueioneswn 022 Puetto Rl
s R HHH L — SEEEEEE monimospus
v saedecntiomie vl e Lo v oo ok e g s @0 o o o ool o et deApsesenmsnde i) deud:
T o v o s 4 14 e e e e proet il ar unadeuda como
o i et e [53T8 s B AL o g e Pk s b Steonsdabw.  (ofina v reduciilad cero.
Phueaan quo g L | L i - by ¥
Todo sl pirts &3 Inbiac rtn omem Lty peefl iy ey deauﬁ(ﬂmpm
e o St s el puthe o oa "‘"::..“...“'r.;." disputar la acreencias,
D Tt v et b e St sl et v
eyt gl ST 533 e Dot A saeps o s Ol . Pl A 8C L)

PriyAre = o g e bk o el ek sl o D

wiﬂlw‘hhd 5 a.mm.m dd & m;ﬂ-’l-m :nmmmtm -
et g ol b EEE%HH%;ENEH&HHQ”E Eii%!i?“é“%ﬂ;mnlmm fuciedaly Lot b bl oy LT R e
Pibiioado e ey AVATRA il SETL Y A i RN W s Y A

OOIUNVIN == Hito fiscal cargado de riesgos = =

N oo ol gl vl de Coln v i — i ol o e
L0S DOS LADOS DEL PRIMER ACUERDO o s Yo ®®® Aunque el plan Cofina Ellmlnaehwgodeun litigio m\\halluypldur@adu ¢l pacto P e o o i i spoons AV
BAIO EL TITULO Il OE PROMESA Fots i et s golpea a los bonistas subordinados de Cofina y transfiere al gobiemo, a gente y las empresas [T i e A e S e (o y
md,""’._m“m""q\." ¢l peligro de incumplir ante la realidad de una economia estancada 3 Wpliecae ot lesiiade el pam pedie resind
[y ety 435 maoom 5 4438 mi. sqmcm.m.n.—w-m
i aos mibiplas edacs. simadunsets uros g owatuss  beowolss pars Bonceacica agregadoa ook ot | ropeer{rey N ACUERDO MPERFECTO enmatioy. m 3
L T ey e ok s el B i o it Elonn oy
[ e S s .7 simcit ot o “Hay que recordar que atin
peos s de. panaces”, Idbqg-u w:mm I-hdﬂhm‘!haﬂ. s que en bo sacvave, seyim o turs cistinias ol mecenismo de et deuda enrembee de Pt
et S LeCa e S Loy S it Sl e ket s o4 e o e i1 Pagat |2 deuda. porque
P s, M eimeny sqn..s.mu;.... todia e Bank of o Yok Moo ncrand mseri poe Swmin. el i o 3o bt Sz g de Quidkess, Colon s 1ma sore s més de dos afios
v 0 il s BV bl f Shusso de ks Sogn o o y 98 g, 40 S d denda lo
Cooslinods ks wewtrituss ot l g de otk comprom- q-ubuu-muah:. deusda da Cofina. g de bl do 30 - m-kc-lnmnh;- &mmmmanw ’Mo_.-auhd ke 44 sin pagar deu 5
sind b eser, ™ - i
Rt S A e (TR R T i B sttty S ieney i semviciosala
bl iy by T Ginn b o Ve o ke b S e, s i i <uer ol soowd, Tienbira g wa-hbu-u-o fovomn a0l bl aots. | phacrw vereas con b e @t em nrecario siendo
B d o do o e b i 577 5650 D s i o g e 1 e € pln, Fees ol
ohoie do Cofien e d oupinde. oo 0 33733 0ken ctr g por ':n-!’--;-ﬁln .nn.-..m-m-.t- el caso de los muertos en
ronst t"hv-!-u- rias de Cobon y aqadlos de  ctive 60 millows olacionndos
P AR g ot ot el £ 1 vt e i o o sk ey e Sl rsieods s, e o e b o £1 P50 €1 €1 Instituto de
wdwmd-b’nhﬁl‘ tintaus n‘mnrmd-nu mumnwh VUylsduguta que
" s i o M&:;.,.ﬂ. e e i s o Ciencias Forenses
i reering g prass il oot sl i e e pasiisiry ol o Aol Tam. bl poiand peipred
mnnm.:::m a ‘:2" :wmu FACTURA MILLOWARA "W e s i«\;:.... a = bl a.:m' hmfﬁa.m o &
ol Wi o e ? . e e s i
[t ket ore i e T g g o e e e J SEReTIETIERT SRR o

FEBRUARY 2019

* InFebruary, the U.S. District Court for the District of Puerto Rico confirmed the Third Amended
Title Il Plan of Adjustment of Puerto Rico Sales Tax Financing Corporation dated January 9,
2019. This marked the first ever plan of adjustment under Title Il of PROMESA to be confirmed.
In addition, COFINA’s emergence from Title Ill of PROMESA was an important step towards
the policy goal of attaining fiscal responsibility and returning to the capital markets. The
Plan of Adjustment garnered overwhelming support from its creditors and provided COFINA
with more than $17 billion in debt service savings. In addition, it reduced Puerto Rico’s debt
by ten percent. The confirmation of the Plan of Adjustment demonstrated the Government’s
commitment to working closely with the FOMB, creditors, and other stakeholders to develop
sophisticated, reliable and fair solutions for Puerto Rico’s various restructuring challenges.
The Plan of Adjustment became effective one week later, and COFINA issued approximately
$12 billion of new sales tax revenue bonds pursuant to the Plan. In addition, after it became
effective, new members were appointed to COFINA’s Board of Directors.

* After the successful AFICA bond issuance in December 2018 and in order to continue
promoting Puerto Rico’s economic development, in February, AAFAF and AFICA organized
the relaunching of AFICA as an alternate mechanism to finance industrial, commercial,
educational, environmental, agricultural, tourist and medical facilities projects through an

issuance of AFICA tax-exempt bonds.
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e In addition, in February, $20 million were authorized by AAFAF for clean water management,
sanitary sewers and environmental infrastructure projects. These funds came from the
Clean Water State Revolving program, a federal grant program, revived in December 2018,
together with the Drinking Water State Revolving program. Both programs were funded by
the Government with approximately $195 million in state funds, which had been previously
frozen and decapitalized during the previous administration due to the GDB’s insolvency.
The Government announced seven infrastructure projects that would be developed with
such funds for the benefit of communities in Patillas, San Juan, Carolina, Bayamon, Naranjito

and Caguas.

MARCH 2019

e In March, AAFAF

issued the new

Investment Policy
Guidelines of 20719 that would govern the investments made
by all government entities in Puerto Rico, including public
corporations. This was part of the fiscal responsibility measures

eVocero
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that were being implemented, which would allow all public
fund investments to be made in a prudent and transparent
manner in accordance with the best practices in the field.
This strengthened AAFAF’s role as financial advisor of all the
entities of the Government of Puerto Rico.

AAFAF declared a receivership for the Persons with Disabilities
Advocacy Office (PDAO) in order to address certain serious
deficiencies identified by the U.S. Department of Health that
were jeopardizing the availability of federal grants under
programs that had a direct impact on persons with disabilities
in Puerto Rico. As part of the receivership, AAFAF would
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temporarily support and oversee the administrative and financial structure of the PDAO to
promptly assess program deficiencies and findings stated by the federal agency, and to meet

the required standards.




*  AAFAF approved $23 million for PREPA and clean water management infrastructure projects
in the towns of Camuy and Villalba. The funds came from the Clean Water State Revolving
Fund and would be managed by the Department of Natural and Environmental Resources
(DNER), and supervised by Puerto Rico Infrastructure Financing Authority and AAFAF, as
fiscal agent and financial advisor.

e AAFAF drafted a performance-based budget for FY2020 requesting a $25 million, or 36%,
reduction of the General Fund. This was due, in part, to the fact that said budget took into
account a new business model through which AAFAF would become an internal contractor
of the Government and provide financial, human resources and operating services through
paid contracts with other agencies.

* As mandated by, and pursuant to PROMESA, AAFAF submitted the Fiscal Plan for Puerto
Rico for FY2020 to the FOMB.

APRIL 2019

e In April, AAFAF, on behalf of PRIFA, entered into a
restructuring support agreement (RSA) with the Ad Hoc
Group of holders of certain Series 2011 PRIFA-Ports Authority
bonds. This RSA joined the agreements that had already
been reached with the bondholders of COFINA and the
GDB, and was an important step towards recovering access

to the capital markets.
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* In May, the FOMB, PREPA and AAFAF reached a
restructuring support agreement with a substantial
portion of PREPA bondholders. The Agreement

‘ was the result of good faith negotiations with the

i . Ad Hoc Group of PREPA bondholders and bond

AAW”""’“’“”""“ R “’m’“’”"lm insurance company Assured Guaranty Corp. The

Agreement represented a monumental step in the

overall transformation of the energy sector in Puerto Rico; it reduced PREPA’s debt service

by $3 billion, and defined the route for the end of PREPA’s bankruptcy under Title Il of
PROMESA.

* AFICA issued $21,600,000 in AFICA bonds to finance the construction and development of
a new student housing complex, parking facility, and related amenities for the Inter American
University of Puerto Rico. In keeping with the nature of the bonds issued by AFICA, which
acts as a conduit issuer, this issuance was not guaranteed by the Government of Puerto
Rico nor any of its instrumentalities, and the payment of interest and principal of the bonds
was to be made solely by the Inter American University. This issuance showed that Puerto
Rico continued recovering the investors’ trust as they were willing to invest their capital on
educational projects in the Island.




Because federal grants were in jeopardy, AAFAF declared a receivership for the Council
on Developmental Disabilities (CDD), an entity attached to the Puerto Rico Planning Board
(PRPB), but operated with federal funds. AAFAF’s decision to place the CDD in receivership
was made in order to immediately address the findings of the federal Government and submit
a Corrective Action Plan to address the deficiencies and provide the people much needed

services.
The Government submitted to the FOMB the consolidated budget for FY2020, balanced and

adjusted to the fiscal reality of Puerto Rico. The FY2020 General Fund budget totaled $9.527
billion, while the consolidated budget totaled $26.124 billion.

JUNE 2019

* AAFAF, on behalf Z2<ECONGHIA
of the Puerto
Rico Industrial
Development
Company
(PRIDCO),
entered into a
restructuring
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certain outstanding
PRIDCO revenue bonds through a Qualifying Modification

under Title VI of PROMESA.
The Government submitted a joint resolution to the Legislature that would fund the individual

retirement System 2000 accounts of public employees with $1.4 billion. This is the defined
contribution system for those who joined public service after the year 2000. Simultaneously,
the Government maintained the position that it was not necessary to reduce the pensions of

Government of Puerto Rico retirees.
Statements for FY2017 and FY2018. With the

e COFINA released its Audited Financial
completion of the audits and publication of said financial statements, COFINA expressed its

commitment to provide timely financial reporting. In fact, in connection with the issuance
of the Restructured Sales Tax Bonds, COFINA executed a Continuing Disclosure Agreement
setting forth its financial disclosure commitments for future financial reports. This was
evidence of COFINA’'s commitment to meet its obligations to its bondholders in order to

regain access to the capital markets.




* InJune, AAFAF began publishing the following new reports: Consolidated TSA Cash Outlays
(including agency detail), General Fund & Special Revenue Budget to Recorded Revenue and
Expenditure Variance Reporting, Invoice Processing KPI’s, and Macroeconomic Indicators.

JULY 2019

* In order to address the urgent need of revitalizing the community of Rio Piedras in San
Juan, the Government, through the Evaluation and Disposition of Real Property Committee,
authorized the transfer of the Old Paradise Theater to the Rio Piedras Development Trust.

* Through administrative order OA-2019-01, AAFAF launched a Voluntary Transition Program
(VTP) for the employees of the Puerto Rico Public Broadcasting Corporation (WIPR Station).
Said program would allow WIPR Station
employees who opted in and met the TheW kl J 1
requirements to transition into the ee y Ouma:
private sector or the third sector in wetesmcn; HOERRS

'PUERTO RICO AND THE CARIBBEAN
exchange for an economic incentive

equal to seven months of salary, to  Gov. Rossello Appoints Marrero as

be disbursed in one installment. The Chief Financial Officer
VTP also prov|ded for an addlt]onal Newsroom, The Weekly Journal Jul 31, 2010 Updated Jul 31, zo1g

$875.00 stipend to be disbursed in
one installment for the health plan of

the employee’s choice. The VTP was
established in order to continue reducing
the government expense without laying
off public employees.

e On July 31, 2019, Omar Marrero was
appointed Executive Director of AAFAF
and Chief Financial Officer of the
Government of Puerto Rico.

AAFA-




