PUERTORICO

CREDIT

CONFERENCE
2 0 1 3

A NEW FRAMEWORK FOR THE ECONOMI!
DEVELOPMENT OF
PUERTO RICO

Alberto Baco Bague

Secretary
Department of Economic Development and Commerce

h TR i
May 177, 2013 ECONOMIC DEVELOPMENT
& COMMERCE




Forward -Looking Statements

The information included in this presentation contains certain 0 f o r w arodk statggménts. These forward -looking statements

may relate to the fiscal and economic condition, economic performance, plans and objectives of the Commonwealth of Puerto

Rico (the 6 Co mmo n w e antl/dr hit® qagencies or instrumentalities . All statements contained herein that are not clearly
historical in nature are forward-looking, and the words 6 anti ci phebkbedeaentdi Meyp,ekotess,téi mat es
ointemads m8poBoj eand similab expressions, and future or conditional verbs suchas o0 wi Iolwobu | dds,hboul d,
Ocoulod] @ Rtc,add,m@ yor dmilar expressions, are generally intended to identify forward -looking statements.

These statements are not guarantees of future performance and involve certain risks, uncertainties, estimates, and assumptions
by the Commonwealth and/or its agencies or instrumentalities that are difficult to predict. The economic and financial
condition of the Commonwealth and its agencies or instrumentalities is affected by  various
financial, social, economic, environmental, and political factors. These factors can be very complex, may vary from one fiscal
year to the next, and are frequently the result of actions taken or not taken, not only by the Commonwealth and/or its agencies
or instrumentalities, but also by entities such as the government of the United States of America or other nations that are not
under the control of the Commonwealth. Because of the uncertainty and unpredictability of these factors, their impact
cannot, as a practical matter, be included in the assumptions underlying the Co mmo n we aol titsh agencies or
i nstr ume mpwjactionst. i es 6

The projections set forth in this presentation were not prepared with a view toward complying with the guidelines established
by the American Institute of Certified Public Accountants with respect to prospective financial information, but, in the view of
the officers of the Commonwealth or its agencies or instrumentalities responsible for the preparation of such information, were
prepared on a reasonable basis, reflect the best currently available estimates and judgments, and present, to the best of such
of f i ckeowledde and belief, the expected course of action and the expected future financial performance of the
Commonwealth and/or its agenciesor instrumentalities, asapplicable. However, this information is not fact and should not be
relied upon as being necessarily indicative of future results, and readers of this presentation are cautioned not to place undue
reliance on the prospective financial information. Neither the Co mmo n we anbrtamd agency or i nstr ument al
independent auditors, nor any other independent auditors, have compiled, examined, or performed any procedures with
respect to the prospective financial information contained herein, nor have they expressed any opinion or any other form of
assurance on such information or its achievability and disclaim any association with the prospective financial
information .  Neither the Co mmo n we anbrtamyd agency or i nst r ume rindegpéndenty auditors, nor any other
independent auditors, have been consulted in connection with the preparation of the prospective financial information set forth
in this presentation, which is solely the product of the Commonwealth and/or its agencies or instrumentalities, and the
independent auditors assumeno responsibility for its content.



Not an Offering of Securities

This presentation does not constitute, nor doesit form part of, an offer to sell or purchase, or the solicitation of an offer to sell
or purchase, any securities or an offer or recommendation to enter into any transaction. This presentation has been prepared
for informational purposes only. Any offer or sale of any security may only be made pursuant to the relevant offering
documents and binding transaction document and is subject to the detailed provisions therein, including risk
considerations. Prospective purchasers should obtain a copy of the relevant offering materials prior to making any investment
decisions.
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Economic Dashboard

Economic Activity Index

6.0 - fiscal annual percent change: july - february
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U Puerto Rico has endured a longer
recessionthan the United Statesbut
the Government is focused in
reversingthis trend

Source: Government Development Bank

Gross Domestic Product Share by Main Economic Sector
Fiscal Year 2012
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GNP: $69.5 billion

GDP: $101.0 billion

GDP per capita: $27,451
Exports Value: $58.9 billion
. Imports Value: $46.®illion /
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Puerto Rico at a Glance: Key Facts

Extensive highway system, Port of San Juan is the 8th busiest
over 4,629 miles portin the U.S.
Aopulation:
I 3.7 million

ARoads and highways' network:
I 24,000 miles

Morts

I In terms of volume, the San Juan harbor is ranked eighth in the US

I The Port of the Americas in Ponce (under development) will attract Post
Panamax vessels



Puerto Rico at a Glance Key Facts

PR’s air access is by far SJU is the busiest airport in the Caribbean
the best in the Caribbean

Anirports
I 4,300 cargo flights per month
I 1,800 passenger flights per week

I Luis Muioz Marin International Airport provides service to more than 19 cities
in the US and several international destinations in the Caribbean, North
America, South America and Europe.

Avianufacturing

I Over 50% of the most prominent pharmaceutical companies have operations
in Puerto Rico

I In terms of volume, Puerto Rico's biotechnology sector is third in the world

I Of the 16 medical device companies in the world, 13 have presence in Puerto
Rico



Puerto Rico at a Glance: Key Facts

A Tourism and Entertainment

I PuertoRicohasthe bestairwayaccessn the Caribbeanwith 20% marketshareof US
inbound seats, 19% market share of Caribbeanarrivals, and nearly 8 million
passengerperyear

I PuertoRicohasthe Caribbean'primary port for cruiseships,with some 1.2 million
passengerperyear

I PuertoRico'sConventionCenteris the largestand most technologicallyadvancedin
the Caribbean

A Agriculture
I Fiveof the world's largestseedproductioncompanieshaveoperationsin the Island

I Puerto Ricois host to the world's only all-seasonsmango farm, allowing constant
exportto the US,Europeand Canada

I PuertoRicohasthe most attractive agriculturaltax incentivesin the westernworld



Puerto Rico at a Glance: Key Facts
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ACommerce and Trade

I Puerto Rico exports $60 billion a year consisting mostly of medical
devices, pharmaceuticals, chemicals, electronic equipment and computers

I Puerto Rico is the fifth largest exporter in Latin America

I gue_rto Rico's main export destinations are Germany, Holland, Belgium and
pain

Manking, Insurance and Credit Unions
I The banking sector has 33 international entities
i The financial sector's total assets were $154 billion at December 31, 2012
I The insurance sector is the third largest in Latin America



Summary: Strengths and Challenges

Challenges

V Strategic location V Population decline

V U.S. jurisdiction V Low labor participation

V Powerful incentives rate

V Stable legislative and V Lackluster economic
regulatory environment growth

V High energy costs

V World class infrastructure .
V Perception

V Global competitiveness
V Lowcost of doing business
V Skilled workforce
V Superior lifestyle




Puerto Rico holds a unique blend of
metropolis and paradise
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Core Strategies

Tax Incentives Promotional Activities

Small and

Highlmpact

Medium-Sized Manufacturing Infrastructure

Enterprises

$
Outside Investments/EB

Venture Capital / Science Trust Fund
Economic Development Bank




Economic toolkit to attract foreign investments
and increase our share of
export service activity

Attract new international investment partners in target areas
looking to enter the U.S. and Latin American markets.



Expanding Export Service Activities

International
Export Services
Hub
(Act 20)

International
Financial
Center
(Act 273)

International
Insurance
Center
(Act 399)

wThe purpose of the Export Services Act is to develop Puerto Rico as an
international export services center and diversify the drivers of economic
growth.

wTo make Puerto Rico an international banking and financial center by providing
tax incentives for new banking and financial activity in Puerto Rico that is done
for clients outside of Puerto Rico.

wEstablished the legal framework to develBpertow A Qraefhétional
InsuranceCenterwhereinsurersandreinsurerscanprovideinsuranceand
relatedserviceoutsidePuerto Rico.



Puerto Rico: An International Export
Services Hub

Export Services Act Provides the appropriate environment and opportunities to make Puerto Rico a center of
(Act 20) international services.

Qualified Export Services

Research and Development

EXPORT SERVICES INCENTIVES
V 4% corporate tax rate

V 0% tax on dividends Consulting Services

V 60% exemption on municipal

Advertisement and Public Relations

Professional services, such as legal, tax
and accounting

taxes

V Tax grant for a term of 20
years, renewable for an
additional 10 years

Centralized management services

Centers for electronic data processing

Computer Software Development

Storage and distribution centers

Investment banking and other financial
services



Puerto Rico: Gateway for Insurers and
Reinsurers of Latin America

International . . . . ; ) .
Provides a competitive environment for insurers and reinsurers to cover risks outside of Puerto

Insurance Center Rico
(Act 399)

Business Opportunities

Alternative risk management strategies as
captives or associated captive insurers.

TAX INCENTIVES FOR
INTERNATIONAL INSURERS: Insurers or reinsurers vehicle to enter Latin
V 4% corporate tax rate after $1.2 America or US markets
million net income exclusion
V Exemption on dividends and
profit distributions
V Exemption on municipal and Segregated asset plans
property taxes.
VTax grant effective over a 15 -
year period, renewable for 2
additional 15 -year periods

Corporate Reorganizations using
international insurers holding companies




Puerto Rico: Gateway for Insurers and
Reinsurers of Latin America

Global Insurance Business

Total global premium figures have
| | almost doubled over 10 years
= o despite the global financial crisis.

2001 2008 2011 Latin America
USD 2.4 trillion A4 trilli .6 trilli ;
USD 2.4 trillion USD 4.6 trillion Insurance Business

Insurance premiums in Latin America
have grown by over 275% over the 10
year period 2001 to 2011.

2001 2008 2011
USD 42 billion USD 84 billion USD 164 billion



