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Additional Spending Analyses
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FY18 Budget was developed based on FY17 budgeted amounts and reflects a
reduction in spending

Historical Consolidated Budget Difference of $2b:

In Millions S, by fiscal year PayGo: 5989m

Pension Assets: $330m
@General Fund  TFedersl Funds = Public Corporations = Component Units & Other Funds (1} | Comp. Unit Charges: $247m
Healthcare funding: $421m

35,000

29,883 <’
36,000 29,240 28,680 28,872 28,659

27.9¢0

23,

103

25,678 , 25570

28,526 26,456 26,697

24,117
25,000 233523

20,600

15,000

10,000

5,000

ey FeER S RN M e B Rest Pee ST EmA RS

FYO4 FYDS FYoe Yo7 FY08 FY0s FYLC FY1il FYlz FY13 FYla FY1S FYi6 FY17 § FY18 Pro mon.:mm
FYig 1

rljlﬂ

(1) Compenent Units & Other Funds includes Special State Funds, Special Revenue Funds, and the incremental healthcare funding to cover the loss of Medicare funds
Source: Puerto Rico Office of Management and Budget ~ Budget Dazs

15
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Case:17

The FY18 Budget includes a reasonable level of revenues and spending

= The Consolidated Budget

includes several factors that

increase costs relative to FY17,

including higher pension and
healthcare liabilities

These increases are offset, in
part, by reductions in costs,
including various personnel
and non-personnel savings
and additional funds

These are the first steps
toward restoring fiscal
responsibility and setting a
path to achieve the Fiscal
Plan’s objectives

Cost Escalators

Cost Reducers

| economic contractio

&~

reduction measure...

Healthcare system cost

>

Other revenue and

~ expenditure measures . . -

i6
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The majority of the FY18 Consolidated Budget is dedicated to five areas

FY18 Consolidated mxnms%ﬁﬁwmm
In Millions §

Total Spending = mwm."_mw_

Education $3,972
Public Safety 2,015
Health 4,653
| Welfare 3,597

Note: Utilities spending are budget allocations to PREPA and PRASA
Note: General spending indludes municipal 2ppropriations, ©

nd the Pliblic Buildings V:ﬁonq .
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The General Fund is the Government’s principal operating fund

Operating cost of the central Contributions or block grants Expenses from
government including tc entities outside the central appropriations by formula
programs, payroll, and L government orlarge \ i and other pre-legislated or
administrative costs \| entitlement programs i\ agreed-upon commitments

Special appropriations for Examples include: Examples Include:

programs and some may be - bii th
pass-through grants to non- ™ Public Health Insurance
profit or non-public entities w

. ® Pension pay-as-you-go

,wm Special appropriations — Judicial Branch Formula

OMB custody

Examples Include: Municipalities Formula

a Contributions to

5 Payroll
Y Municipaiities

Legislature Formula

8 Rent and utilities

= Contributions to UPR Formula

= Purchased and Legislature

Professional Services

Oversight Board

= Materials, Equipment
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FY18 General Fund revenue is projected to be $9.562b, which is
$369m higher than FY17 General Fund revenue

= The Board evaluated revenues in the certified
Fiscal Plan and incorporated revisions based
on more recent analysis and new information

= The final revenue estimates were provided to
the Government and are generally consistent
with the Fiscal Plan

FY18 Mionthiy General Fund Revenues
in Millions 8

Nearly 32% of

annual revenues

1400

1,200

1,00C

200

600

400

200

o
r~ ™~ t~ I~ P~ T~ [o] -] 8m8 ° o0
oA S S r R N r S R
= e Q. fwi > 14 = - = e - =
=z & & & & &2 & $li& 2z =

Note: Monthly revenue does not include pension asset sales for $320m

fued b BBy

Base Re i
Individual Tax Cellections
Corporate Tax Collections
Non-Resident Withholding Tax
Sales & Use Tax

Alcoholic Beverage Tax

Excise Tax {Act 154}

Tobaceo Products Tax

Excise tex from rum remittances
Cther

Sub-totai

“Additional Fiscal Plan Measures

Extension of Act 2154

Inc. Collections Sales & Use Tax
Inc. in other revenues and taxes
Pension asset sales

General Fund Revenue

$2,135

51,892

FY17 Compared to FY18 General Fund Revenue
In Millions S, by fiscal year

-Budget: . Budget- - Budge!

1,793 1,515 1510 {5)
822 685 640 (45)
1,738 1,718 1,567 {151)
270 268 257 {11)
1,805 2,075 1,533 (542)
133 112 110 (2)
186 206 149 {57)
513 721 681 {40)
$9,495  $8,192  $8,247 ($945)
- - $515 §519

- - 130 150

- - 255 255

- . 390 380
$9,495  $9,182  $9,562 $369

20
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Excluding pension adjustments, the FY18 General Fund Budget is 9% lower than

the FY17 Budget

= The General Fund incorporates an additional $1.4b to cover pension outlays as the
-go basis

retirement systems transition to a pay-as-you

Historical General Fund Budget
n Millions 5, by fiscal year

11,000

10,000

8,000

8,600

7,000

6,000

5,000

10,270

Note: FY16 General Fund revenue was subsequently reduced to $8.1750 by the Government

Source: Puerto Rico Office of Management and Budget

9

!

150 S

4

260 g 082

Difference of $1.4b:
PayGo: $989m
Pension Asset Sales: $390m

FY0O4 FYO> FYO6 FYO7 FYO8 FYOS FYIO FY11 FY12 FY13 FY14 FY1S FYle FY17 FYis

21



-2 Filed:07/09/17 Entered:07/09/17 19:17:55 Desc:

-00197-L.TS Doc#:l

Case:17

f 38

Exhibit Commonwealth Budget FY 2018 Page 22 0

A majority of the General Fund Budget is dedicated to education, public
safety, health and welfare

FY17 Compared to FY18 General Fund Budget by Type
In Miflions 8, by fiscal year

2578

2,000

1,000

500

P17 | Frag | vi7 | Fvie | Fv17 | Fvis | Fvi7 | Fvig | vy | FYiS ! | s |
Educaton Safety Hazlth (1) Welfare Economic Genaral Pension
, Development f

(1) The increase in healthcare costs is primarily related 1o an increase in [ecai funding

Note: General Fund capital expenditures of approximately $48m (of a total Consolidsted Sudget of $1.25) is split between multiple agencies
Sourtce: Puerto Rico Office of Management and Budget — Budget Data

22
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Case:17-00197-L.TS Doc#l

Additional heal

hcare and pension funding was allocated in the FY18 Budget

Government Funding Increases due to Medicaid Ciiff
In Millions 8, by fiscal year

3,500

3,000 2,823 2,823

s

2,801

i

2,860 2,813

FY16 Y17 FYls Fv1sS FY20
= Gov'tFunding 2 Federal Funds
MNote: Figures net of $100m in FY18, $259m in FYLS and $500m in FY20 from Fiscal Plan savings
Source: March 13, 2017 Fiscal Plan, OMB

Estimaied Distribution of Healthcare Resources in FY18
in Millions S, by fiscal year

Federal Funds (including ACA and add!. funds) $1,280

General Fund Allocation 781

7  Additionzi Government Funds 448 i

Qther income (Pharma rebates, copays) | 281
Total $2,801

Source; Puerto Rico Office of Management and Budget — Budget Data

FY18 Consolidated Budget Pension Components
in Millions $

1,852

2,000

1,600

FY17 FYi8

Note: FY17 and FY13 pensions costs exclude emplover pension cost
Source: Puerto Rico Office of Management and Budget

Liguid & filiguid ERS System Assets

I Thousands §

4,987
5,000 7 4,480
g 3,996
4,000
3,000
2,000
1,000
41 -
O —

FY1l FY12 FY13 FY14 FYLS FY16 FYLY FY18 FY1S FY20

Source: Represents actuarial assets based on Actuarial Valuation Reports through 2015

24
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Payroll costs decline in the FY18 Budget, due to attrition and reduction
of transitory employees

General Fund and Consolidated Budget Historical Payrofl
In Millions §

E General Fund  #Z Cther Funds

8,702 8,378

9,000 | 8477 8453
8000 |8 ,

7,000

7,792

6,738 6,740

6,000
5,000
4,000
3,000
2,000
1,000

0
FYQ7 FYGB FY09 FY10 Fyii FYiz FY13 rFYi4 FY15 FY16 FYi7 FY18

= General Fund payroll represents approximately 42% of total General Fund spending

= Other Funds payroll consists of payroll at component cE.wm the largest being PREPA and
PRASA o

Note: Payroll increases from FY14 to FYLS because zertain schoolwide program. _...9_‘8__ nomm atthe Dmumas._m? Bn mn_cnm:on were misclassified as Other Agency Spending
The misclassification was carrected beginning with the FYIS Budget ! :

Note: Total payrell for FY13includes emplover pension costs of $598m
Source: Puerto Rieo Cffice of Management and Budget - Budget Date

25
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Department of Education expenditures decrease in FY18 Budget as a result of
efforts to review and streamline operations

Actuei ond Projected Schoof Enroliment
By fiscal year

700

600

500

FY0S FYL0 FY1S Oct-16 2017F 2018P 2019P 2020P 2021F

Source: Cetober 2016 Fiscal Pian

Department of Education General Fund and Consolidated Budget

In Thousonds S, by fiscal year

5,000
4,500
4,000
3,500
3,000
2,300
2,000
1,500
1,000
500

0

o 3822

3,658 3,73 3,655 3,714 3,653

3,374

FY08 FY09 FYI0 FY11  FY12 FYi3 FYla

Source: Puerte Rico Office of Management and Budget — Budger Data

& General Fund = Nen-General Fund

3,295

FYls

2,737 2,673

FYi6

2,653

FYi7 FY18

= Efforts are underway to review existing operations, prioritize spending and streamline educaticn
services without jeopardizing the delivery of this critical service

= The Government recently announced plans to close 167 schools by August 2017, which is

expected to generate approximately $7.5m in savings

28
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University of Puerto Rico General Fund appropriation decreases in the FY18

Budget, consistent with the Fiscal Plan

UPR Genera! Fund Budget and Consclidated Budget
In Millions 5, by fiscal year

2,000
E General Fund
14820 1528 38 1537 qga3 1,350
1,500 e ~
1,000
500
0

FYO8 FYOS FY10 FY1l FY12 FY13

The University has 11 campuses, more than 6C,000
students, and 5,300 faculty members

5]

= Government grants and appropriations as z percent of
operating revenues are one of the highest for public
universities

1

While the General Fund appropriation declines, this
reduction is partially offset by 540m in incremental funding
provided by other parts of the Consolidzted 3udget

Source: Puerto Rico Office of Management and Budget- Budgat DIt

= Non-General Fund
1,805

Decrease in Consolidated
Budget of 12% and
General Fund of 23%

1,473 1,460 1,448

FY16

FYi7

FY14 FY18

FY15

Capital Expenditures A
Other Income Operating Costs 15
Training and Technical Assistance 10
Total $40

Source: Puerto Rice Office of Management and Budget - Budget Date
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Purchased and professional services decreased $105m in FY18

Historical General Fund and Consciidated Budget Purchased and Professional Services
In Millions 8
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= The General Fund represents 15% of total purchased and professional services

= PREPA, PRASA, Department of Education, and HTA account for 60% of total purchased and
professional services expenditures

Note: Chartis based on preliminary Budger allocation, final Budget allocation may differ
Seurze: Puerto Rico Office of Management and Budget — Budget Data
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FY18 Budget includes capital expenditure increases mostly related to

PREPA, PRASA and HTA

2]

&]

Capital expenditures increase S311m
from FY17

PRASA {$304m), PREPA ($275m), and HTA
{S28im} account for 70% of total FY18
capitzal expenditures

"

Departments with the largest increase in
capital expenditures from FY17 to FY18
include HTA, UPR, and the Department of
Natural Resources

Historical Capital Expenditures in the Consoiidated Budget

in Millions $, by fiscal year

o PREPA/PRASA
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{1) Self reported by local agency
Note: Char: is based on preliminary Budget ailocation, final Budget aliocation may differ
Source: Puerts Rico Office of Managemens and Budget — Budget Data
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The Budget will allocate funds for debt service after a Title lll Plan of Adjustment is
confirmed or Title Vi agreements are approved by the Court

Dept Service in Historica! Budgets
in Millions S, by fiscal year
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5,462 5,518

5,000 = Genersl Fund

5,680

5,000

4,000

3,000

2,000

1,000

FYOS FY10 Fyli FYi2 FYL3 FYid- FY1S FY1l6 FY17 FY18

Note: FY13 debs service includes Federal debts (515m), PREPA ($533m) and PRASA ($313m) consistent with their Fiscat Plans

Note: Debtrservice for FYL1-FYL4 excludes refinancing of $472m/$14638m, SE86m/S154m, $600m/175mand $575m 'n GO and PBA debt service, respectively
Sourtge: Puerto Rico Office of Management and Budpet ~ Budget Dotz ’
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Federal funding was reduced by 8% year-on-year, primarily driven by a
reduction in Medicaid and Other Federal Funds

PR -

Historicol Federal Funding
in Milfions 8, by fiscal year
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Department of Housing & Urban Dev,

Pubiic and indian Housing

Section 8 Rental Certificate Program

Section 8 Housing Choice Vouchers

Public Mousing Capital Fund

Depsrtment of Lebor

WIA Dislocated Warkers

Unemployment insurance

Employment Services

Occupeztional Safety and Health State Program

Depariment of Transporiation

Highway Planning and Construction

Federal Transit and Formula Grants
tate and Community Highway Safety

= Nutrition Assist Program

= Medicaid Title XIX

Other Federal Funds (1)

Department of Agriculture

Nutrition Assistance Program
NAP for Wormen, [nfants and Children
National School Lunch

Department of Education

Title | Grants

Special Education Grants

Pell Grants

Improving Teacher Quality Grants

Dept of Health and Human Senvices
Medicaid Title XiX

HMead Start

Temporary Assistance for Needy Families

{1} Federal Funds increased from FY1S to FY18in part due a shift from the third-party administrator to the managed care organization heaith model which began on April 7, 2015
Source: Puerto Rico Consolidated Budger, Cffice of Management and Budget. Not comparable with US Census Figures because it exciudes direet grants 1o non-profits, private entities and certain
Municipalities; The number corresponds 1o 2 different year; 2nd the numbers are strictly 3 compilation of self reported numbers for Government agencies
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Revenues and expense measures in FY18 Budget total approximately $1.875m

Revenue Actions In Budget

In Miliions §

ltem

Extend Act 154 law

improved tax compliance
increase and right-size fees
Addl. revenue enhancements

Subtotal of revenue measures

Amount
$519

150 |

Expense Actions in Budget

in Millions 5

ltem

Personnel-related expense
Non-personnel related expense
Reduction of UPR subsidies
Reduction of other subsidies
Additional expense measures
Reduction of healthcare spending
Payroll and operational exp. freeze

Total ®

Amount |
(5167)
(179)
(201)
(210)
(45)
(100}
o

(1) {Reduction o expense)/ InCrease 10 expenses

v
[E3]



. e Consolidated Budget is $25.6kb and reflects year-on-year reductions in
|8}

g svery major spend category, cther than health and pensions

9 FY17 Compared to FY18 Consolidated Budget by Type

ﬂ o In Millions 5, by fiscal year
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{1} Total pension cost of $2.5b includes $598m of empleyer costs currently sitting in individual agency pavroll categories
Source: Puerto Rica Office of Management and Budges — Budget Data
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Case:17-00197-LTS Doct#:i

etailed agency comparison of the Consolidated Budget by type
for FY17 and FY18

FY1I7 and FY18 Consolidated Budget by Type
in Milifons 5, by fiscel year
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{1) Healtheare costs increase primarily due to-an increase in local funding of $448m, additicnal Medicaid funding of $296m and a Recondiliation Adjustment of $100m
{2) Cther Economic Development costs are distributed amangst 24 agendies including: other transpertation, agriculture, land, infrastructure and trode & export

(3} Consolidated capital expendituras of approximately S1.2b is split between multiple 2gencies

Source: Puerto Rico Office of Ma nagement and Budget ~ Budgat Data
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=v18 Consolidated Budget is slightly lower than FY17, even after increases in
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Case:17-00197-LTS Doc#:1

oension related expenses

Allocation FYiz FYis Change Allocation FYiz7 FYig Change
PREPA 54,585 $3,801 (S1,083) 4 Hacienda $225 5260 s35 O
OMS Custody Funds 1,035 1,104 68 4 Municipalities 395 220 (175 L~
Healthcare (ASES) 2823 2801 (22 4 Care and Deveiopment of Children 174 211 37 £
Department of Education 2673 2653 (199 & Housing Finance Authority 221 201 (200 <-
Socia Economic Development 2,123 . 2,118 g Liguidity Reserve 2C0 190 (10) &
PRASA 1,304 1,382 78 Agricultural Development 167 181 14 4>
University of Puerto Rico 1,448 1,268 {379) ng public Building Authority 509 176 (333) Ry
PayGo & Component Unit Charge 0 1,236 1,236 £+ Mental Health 126 149 23 >
Department of Health 777 857 118 4> Justice 196 150 (48) L-
police 752 743 (9 4 Puerts Rico Legislature 158 135 ey IO
Road Authority 408 518 0 4 Hacienda Custody Funds 112 112 0 =
State Insurance Fund 407 350 {17 L Department of Housing 115 116 1 puc
Pension Asset Sales 0 380 320 .ﬂ_a Corp Centro Cardiovascular 79 75 (4} I
Corrections 375 374 2y & Human Resources 127 110 (17 4
Courts 341 348 7 4 Tourist Company 104 ) (5} -
public Housing Administration 340 332 (8) L Transportation and Public Works 88 89 i1 T
Retirement System 326 326 oy < Ports Authority 142 98 (ag) L
Families 285 293 @ Transportation Authority 103 87 (18) <
Corp Service Medics] Center 240 234 6 & Other 1882 1891 (191 -
Subtotal $20,553 $21,208  $656 4> Subtotal 5125 4360 (7650 {F
Total $25,678 $25,569 ($108) <~

Spuree: Puerto Rico Office of Management and Budget — Budget Data

(23]
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FY18 General Fund is slightly higher than FY17, and includes incremental

pvension costs

Allocation FYi7 FY18
PREPA $0 $0
OMB Custody Funds 1,035 574
Healthcare (ASES) 8%2 781
Department of Education 1,674 1,598

Sodic Economic Development 72 63

PRASA 8] )
University of Puerto Rico 872 663
PayGo & Component Unit Charge c 989
Lepartment of Health 248 368
Police 734 735

Road Authority 0 i

State Insurance Fund c 0
Pension Asset Szles c 390
Corrections 373 364
Courts 315 322

Public Housing Administration 0 0
Retirement System 326 326
Families 211 209
Corp Service Medical Center 42 54

Subtotal $6,795 57,468

Source: Pyerto Rico Office of Management and Budget — Budret Dare
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Allocation FY1iy FY18 Change
Hacienda $167 $223 $s6 -
Municipalities 395 220 (175) &~
Care and Development of Children 13 51 37 Ar
Housing Finance Authority i1 10 1y I
Liquidity Reserve 200 180 {10y =
Agricultural Deveiopment 84 96 12 g
Public Building Authority S0 80 0 =
Mental Health 82 105 23 4>
Justice 161 105 (52 -
Puerto Rico Legislature 159 135 (24) -
Hacienda Custody Funds 0 0 g o
Department of Housing 12 12 (<
Corp Centro Cardiovascular 0 ) o) =
Human Resources 11 7 4y k-
Tourist Company 0 0 0 =
Transportation and Public Works 32 52 s 4
Ports Authority 0 0 0 =
Transportation Authority 29 25 (4) i
Other 744 770 26 >
Subtotal 2,392 2,003 (%9) -
Total $8987 $9562 s$574 o>

~
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Fiscal reforms included in the Bucget

Collect outstanding taxes from individuals Implement standard fee schedule for providers and encillary services
Devalop shternative models for new corporate t2x regime Replace the current profit sharing contract ¢lause in MCO contract
increase various tTaxes and fees (gaming, tobaceo, military stores, insurance Expand coordination of benefits to ensure Mi Szlud serves as payor of last
premiurm, cthers} rasort

Sell property tax liens and mems a new property tax regime Create Memorandum of Understanding (MOU) with Department of

Corrections to identify misclassified beneficiaries

Increase szles and use tax compliance

reate MOU with New York and Florida to identify the beneficiaries that zre
enrolled in Mi Salud

Freeze salarles, eliminating impact of inflation Create Medicaid Fraud Contro! Unit to investigate and persecute

Medicaid fraud

Do not renew some one-year contract employees

X Reduce drug costs
Control backfilling of employees who have volurtarily left

.. Adjust benefits
Reduce municipal subsidias

Switch to 2 new, single-region MCO Model

Reduce UPR subsidies

Reduce grivate sector subsidies

Implement legisiative changes to pension benefits

Prevent incremental operating expanses )
Reform pension benefits

Consolidate selact agency services and facliities

Renegotiate contract prices for procured goods and services

Cancel unnecessary or duplicate contracis

Reduce quantity of purchased goods and services




