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GDB locks up the ‘piggy bank’

BY CARLOS MÁRQUEZ
cmarquez@caribbeanbusinesspr.com

Puerto Rico is in a state of fi scal 
emergency. Just one additional 
downgrade to Ba1 / BB+ on 

the general obligation bonds (GOs) 
would place Puerto Rico’s credit un-
der the investment-grade rating and 
would dramatically reduce the num-
ber of investors able and willing to 
buy the island’s bonds.

The slightest downgrade would 
mean Puerto Rico’s bonds would 
be “junk bonds” (noninvestment-
grade). The consequence would 
be an almost total loss of access to 
U.S. municipal-bond markets—a 
catastrophic situation for government 
fi nances, infrastructure development 
and the economy.

Access to the bond market under the 
present U.S. fi nancial crisis is already 
a diffi cult task even for issuers with a 
better credit rating than Puerto Rico. 
The market demand for Puerto Rico 
debt would be almost nonexistent. 
The island already has the worst 
credit rating of any U.S. state.

The size of the potential annual 
issuances would be reduced, 
assuming there are buyers. Interest 
rates for the borrowed money would 
dramatically increase since they 
would be noninvestment-grade. In 
the local market, mutual funds—
important buyers of government 
bonds—wouldn’t be able to buy them 
due to portfolio restrictions on the 
quality of investments.

Against this background, credit-
rating agencies and bondholders are 
closely watching what Gov. Luis 
Fortuño and his administration will 
do about the $3.2 billion current 
fi scal-year defi cit they inherited from 
the Acevedo Vilá administration.

Because of the fi nancial crisis in the 
U.S., easy access to fi nancial markets, 
bond insurance and low interest 
rates—for so many years allowing 

Puerto Rico to skirt its responsibility 
to manage its excessive government 
spending and lack of fi scal controls—
aren’t available anymore. In addition, 
credit-rating agencies, under fi re in 
ongoing investigations, will be more 
rigorous than ever.

Puerto Rico’s public debt has 
been increasing at a higher rate than 
the economy and that’s extremely 
dangerous. Since 2000, public debt 
has more than doubled—increasing 
by $31.12 billion, from $24.19 billion 
to $55.31 billion—with everyone 
wondering where all that money 
went.

In addition, Puerto Rico is facing 
immediate challenges, among 
them a persistent three-year-old 
recession, a structural defi cit that 
is projected to reach $3.2 billion in 
FY ’09, limited cash fl ow that places 
government payroll and payment to 
government suppliers under risk, 
debt without repayment sources 
(i.e. extraconstitutional debt), a 
need to strengthen the Government 
Development Bank’s (GDB) fi nancial 
condition and reach a balanced budget 
through recurrent revenue to protect 
the island’s credit rating.

The answer to how we arrived at 
this state of fi scal emergency isn’t 
very complicated: recurrent expenses 
have exceeded recurrent revenue 
since FY ’03 (see chart). To avoid 
a downgrade, the government must 
make diffi cult decisions toward 
establishing a balanced budget as 
soon as possible and restore economic 
growth to Puerto Rico.

The GDB intends to be the catalyst 
of change, but change will require a 
lot of teamwork and communication 
among government agencies. The 
strong leadership of Gov. Fortuño 
will be needed to elicit change.

To witness the specifi c actions 
being taken to address these 
challenges and save Puerto Rico’s 
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With no more fi nancing tricks in the bag or one-time 
fi nancial gains to be realized, government’s bank has to 

work miracles to safeguard Puerto Rico’s credit



credit, CARIBBEAN BUSINESS asked the new 
executive team at the GDB.

RUNNING OUT OF OPTIONS
“Puerto Rico is running out of options. 

Historically, budget defi cits have been balanced 
through nonrecurrent revenue, such as special 
appropriations without repayment sources, sale of 
real estate, loans from the GDB, debt issuance and 
debt refi nancing. Nevertheless, fi nancial market 
conditions now aren’t favorable for engaging in 
nonrecurring activities,” said Carlos García, GDB 
president.

García stressed the need to protect and enhance 
Puerto Rico’s credit rating. If Puerto Rico bonds 
were to be rated “junk” (noninvestment-grade), 
the island would lose the capacity to fi nance 
construction of infrastructure such as roads and 
highways and other facilities such as schools.

An average of $1.2 billion annually has been 
covered during the past four fi scal years with 
nonrecurrent sources (see chart).

“We can’t continue to be overoptimistic about 
how we are going to balance the budget. We 
have to cut expenses. To that end, Gov. Luis 
Fortuño already signed an executive order to cut 
government expenses by 10%, implement a hiring 
freeze in the government sector and eliminate any 
vacant positions. It was a strong start; nevertheless, 
not enough. We are analyzing carefully all social, 
legal and economic implications of a signifi cant 
government reduction program. This expense 
reduction program will have to account for a large 
share of the defi cit. If we can’t cover the defi cit 
with the fi nancial measures approved and the 
additional revenue-collection efforts being carried 
out by the Treasury Department, then the part that 
can’t be covered will have to be addressed through 
revenue measures. This will be the hardest part,” 
García explained.

“Although the Legislature approved and the 
governor signed four emergency fi nancial 

measures that will help stabilize the fi scal 
situation and give adequate time to implement 
other measures that will deal with the structural 
defi cit, these measures alone won’t be enough. 
We must implement a complete plan for 
comprehensive government-expense reduction, 
tackle tax evasion and strengthen tax compliance 
and oversight, implement the fi nancial measures 
already approved, complete an analysis of 
revenue-enhancing measures and approve 
legislation for an enhanced fi scal role of the GDB 
and implementation of public-private partnerships 
(PPPs). To resolve the structural defi cit, we 
must make diffi cult decisions to establish fi scal 
responsibility,” García added.

The government currently is spending $5.528 
billion on payroll and related expenses, an increase 
of more than a $1 billion since FY ’04 when it was 
$4.385 billion, and more than $2 billion since FY 
’00 when it was $3.337 billion (see chart).

According to García, the road to economic and 
fi scal reconstruction involves the reduction of 
government expenses, implementation of fi nancial 
measures, the creation of an Economic Stimulus 
Fund, improved revenue-collection efforts, new 
revenue-enhancing measures, implementation of 
PPPs, an enhanced fi scal agent role for the GDB 
and an integrated economic-development plan.

HOW TO ADDRESS THE DEFICIT
According to García, to resolve the defi cit 

and reach a balanced budget, we need to reduce 
operating expenses and sustain savings going 
forward, transform the government and its heavy 
structure, tackle tax evasion and establish better 
supervision, increase revenue and develop and 
implement fi scal controls.

“There is a need to establish fi scal responsibility. 
By fi scal responsibility, we don’t mean engaging 
in fi nancial practices or risks that compromise 
the ability of future generations to bring about 
economic development. We must continuously 
seek a strict balance between revenue and 
expenses, implement fi scal controls supported 
by legislation, develop and use fi scal metrics to 
monitor public fi nances and provide transparency 
to the public and investors,” he said.

Key fi nancial measures are needed to ensure the 
continuation of government operations without 
interruptions, give appropriate time for analysis, 
implement other expenses and revenue measures 
and allow for the adequate design of stimulus 
initiatives that seek to provide consumer relief, 
an economic boost and strengthen the GDB.

GOVERNMENT OWES $4.775 BILLION 
TO THE GDB

Government agencies owe the GDB $3.4 billion, 
including $1 billion from the Treasury secured by 
tax debt, $1.275 billion for public-improvement 
debt and $1.15 billion from extraconstitutional 
debt. In addition, public corporations have loans 
outstanding with the GDB that exceed $1.375 
billion, bringing the total to more than $4.775 
billion.

“The GDB has four basic functions: government 
fi nancial adviser, fi scal agent, lender and 
economic-development promotion. Right now, 
however, our priorities are to become a real fi scal 
agent and promote economic development. We 
have been the lender of last resort for a very long 
time and that will end,” García explained.

“The GDB stopped being fi scal agent to become 
the government ‘piggy bank’ (alcancía), into 
which everybody has put their hands. Now, we 
have to put a lock on the alcancía. Nobody can use 
it if there isn’t a clear source of repayment. If we 
don’t put our own house [GDB] in order, there’s 
no way we can be fi scal agent for the government 
and help balance the budget,” García said.
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At the Consumer Electronics Show recently 
held in Las Vegas, Motorola Inc. introduced 

an accessory that promises to become a man’s 
second best friend. It’s a rechargeable remote 
control for Internet Protocol TV (IPTV) set 
tops that eliminates the hassle and expense of 
replacing batteries.

The new remote control and its base station 
have a function that helps fi nd the misplaced 
control. Similar to cordless phones, the 
remote control’s base uses radio frequency 
to trigger an audible tone and fl ashing 
light to lead consumers to the missing unit.

Powered by a wall socket or through the set 
top via universal serial bus (USB) or Bluetooth 
technologies, Motorola designed a high-
performance remote control that doesn’t lose 
range or response times caused by single-use 
batteries near the end of their useful life.

Capable of learning functions, Motorola’s 

remote can replace multiple controls for most 
consumer-electronic devices. The base station 
also includes a digital clock, which is missing 
from most IPTV set tops as they become smaller. �

48

BY GINA M. HERNÁNDEZ
gina@caribbeanbusinesspr.com

Website: www.motorola.com

Business and 
entertainment 
at the touch of 

your fi ngers

Changing the way end users interact 
with PCs, Hewlett-Packard (HP) recently 

introduced the next generation in PC 
equipment, touchtone PC screens.

This time around, the technology-
manufacturing mogul combined a 22- or 
25-inch high-defi nition widescreen with the 
energy-effi cient Intel Core 2 Duo processor in 
a sleek, elegant design that is also fun to use.

Powered by special touch-sensitive 
software, the TouchSmart PC recognizes fi nger 
movements along the screen that allow for 
faster browsing and access to information, 
entertainment and social networking.

Consumers can see and record their 
favorite TV shows, burn CDs and DVDs 
and upload videos to YouTube without 
a mouse, at the touch of a fi nger.

TouchSmart features a wireless keyboard as 
well as built-in stereo speakers, DVD burner, 
microphone and webcam in a simple design, 
allowing users to stay in touch with their 
loved ones from anywhere via Internet access. 
Furthermore, it comes with 4 gigabytes (GB) 
of memory and a multimedia card reader.

Energy Star-certifi ed, the TouchSmart 
PC comes in a small and simple package 
and is available at most retailers. �

Motorola introduces rechargeable,
easy-to-fi nd remote control

Centennial and Best Buy
present new way to surf the Net

Combining the compact-yet-powerful design 
of the ASUS Eee PC notebook and one of the 

island’s most reliable networks, Centennial and 
Best Buy recently launched a new way to access 
the Internet on the go.

With this launch, Centennial Puerto Rico 
becomes the fi rst telecommunications carrier to 
sell a netbook with Internet access in Puerto 
Rico. Netbooks are a new segment in portable 
computers. Named by combining the words 
interNET and noteBOOK, these computers use 
Internet and web-based programs instead 
of having many programs installed in the 
computer, which results in a smaller, lighter 
and less-expensive portable computer.

The ASUS Eee PC is seven inches wide and 
weighs less than three pounds. It comes with 
Windows XP operating system, a 10/100 megabit-
per-second (Mbps) Ethernet, 120-gigabyte 
(GB) storage, built-in microphone, about 
three battery hours and Wi-Lan (wireless 
local-area network) /Wi-Fi connectivity.

While the equipment is available at all 
Centennial stores around the island, Best 

Buy’s technical service division—the infamous 
Geek Squad—provides technical support.

The price tag for the equipment rounds 
the $200 mark, plus $14.99 a month during 
the fi rst 12 months of the contract. The 
Internet service is available at Centennial’s 
regular price of $59.99 monthly for new 
customers or $39.99 for current subscribers. �

Website: www.hp.com/touchsmart
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Fresh from his offi cial swearing-in Jan. 28 as the 
new local chapter president of the Associated 

General Contractors of America (AGC), Héctor 
del Río has had his sleeves rolled up since Jan. 1, 
preparing his busy agenda for the year.

Topping the priority list is hard work to ensure 
the $500 million local or criollo economic stimulus 
package proposed by Gov. Luis Fortuño comes to 
fruition as well as getting the island included in 
the $800 billion national economic-stimulus plan 
proposed by President Barack Obama aimed at 
infrastructure projects.

“It’s vital for the island to be included in Obama’s 
stimulus plan since it will give life to the nation 
and Puerto Rico, which could receive at least $1 
billion. That amount of money invested in infra-
structure puts at least $300 million in the pockets 
of local construction workers who, because of 
their fi nancial condition, will spend everything 
they get. The other 40% to 50% of that money 
goes to local contracting and subcontracting 

companies. That’s why it’s so important to de-
velop infrastructure projects as soon as possible 
because they will swiftly stimulate the economy,” 
del Río told CARIBBEAN BUSINESS during an 
exclusive interview. “If you add the $500 million 
from the local stimulus plan, we’re talking about 
an economic bonanza.”

Del Río recently sent a letter to National AGC 
Executive Director Stephen E. Sandherr asking 
him to include the local AGC chapter in any lobby-
ing efforts in favor of Obama’s economic-stimulus 
plan.

There are 8,000 bridges on the U.S. mainland 
and another 800 in Puerto Rico in bad shape and 
in dire need of retrofi tting or replacement, accord-
ing to del Río.

TO LOBBY FOR BILL APPROVALS
The local AGC president also will lobby for the 

passage of three local legislative bills, which del 
Río labeled “very important” for jump-starting the 
struggling local construction industry.

The fi rst is the so-called prompt-payment law, 
which has already been implemented in 30 states, 

including Puerto Rico. Unfortunately, and because 
of the government’s dire fi scal situation, it hasn’t 
been enforced. The government isn’t supposed to 
put a project up for bids if it doesn’t have the mon-
ey for it, but has done so anyway. The result is that 
contractors are subsidizing government projects 
by making advance payments to subcontractors 
so they can meet payroll and prevent their demise, 
del Río explained.

The second bill would amend the municipal 
excise-tax law so a project’s owner (and not the 
contractor) would pay the excise taxes (impact 
fees) for construction-related projects. For public-
works projects, the bill would make the govern-
ment pay the taxes and not the contractor. The bill 
would also allow municipalities and contractors 
to negotiate lower excise taxes and impact fees, 
which would save the government millions that 
could be used for more projects, he said.

The third bill seeks to protect local construction 
fi rms by requiring personnel hired by nonlocal 
fi rms in public-private partnerships to be at least 
50% local. There currently is no protection under 
local laws. �

Local AGC president outlines his agenda
Priorities include support for local, national stimulus packages,
bills proposing jump-starting beleaguered construction industry

“Money is a scarce commodity. We must make 
good use of it by investing in projects that have 
a positive impact on our economy or those that 
provide the necessary infrastructure to support 
our future economic development. At this 
moment, any other allocation is unnecessary and 
unaffordable. We will implement strict criteria 
for money invested now: either it must generate 
immediate employment or create additional 
economic activity,” he added.

THE FUTURE CAUGHT UP WITH US
“The combination of the four emergency fi nancial 

measures recently approved will allow us to be 
responsible by putting a repayment source on all 
expenses that were pushed into the future without 
a source of repayment. Take the past four years, 
for example, the budget was balanced by asset 
sales or fi nancing mechanisms. The obligations 
were just pushed into the future and now we are 
in the future,” García added (see side bar).

Recently, there hasn’t been any transaction in the 
market for general obligation bonds (GOs) with 
a credit rating of BBB- by Standard & Poor’s or 
Baa3 by Moody’s, respectively, the lowest credit 
rating in the investment-grade category. There 
currently is no reasonable access to the fi nancial 
markets with that credit rating.

“In addition to our local precarious fi scal 
situation, the current fi nancial market’s conditions 
are diffi cult both in terms of access to the market 
as well as fi nancing costs. That is why we are 
putting emphasis on using the Puerto Rico Sales 
Tax Financing Corp. (Cofi na by its Spanish 
acronym) since it’s the best credit we have,” said 
Fernando Batlle, GDB executive vice president 
for public fi nance, investment & treasury.

Outstanding Cofi na bonds are rated A1 by 
Moody’s, A+ by Standard & Poor’s and A+ by 
Fitch.

Cofi na has the capacity to issue bonds to pay 
public or governmental debt. Law No. 1 of 2009 
increases to 2% the assignment of the Sales & Use 
Tax (IVU by its Spanish acronym) to Cofi na. The 
assignment to Cofi na was 1% prior to the approval 
of this law. The benefi t of this fi nancial measure is 
that it increases the government’s capacity to issue 
bonds of up to $4 billion. A signifi cant portion 
will be used to provide a repayment source to 
existing debt.

Batlle explained the benefi t of this fi nancial 

measure is that it increases the capacity to issue 
bonds in an amount up to $4 billion. It is the 
only cost-effective way to provide the necessary 
funding to bridge the defi cit gap and strengthen 
the GDB’s balance sheet until all other fi scal 
measures under review are implemented.

“We believe this amendment provides additional 
protection to existing Cofi na bondholders as well 
as to general obligation (GOs) bondholders by 
limiting the amount of additional debt that can be 
issued through this mechanism. The net effect in 
this increased Commonwealth debt is signifi cantly 
less than $4 billion, since a signifi cant portion of 
the proceeds will be used to refi nance or provide a 
repayment source to debt that prior administrations 
incurred and the central government owes to the 
GDB. The maximum amount of incremental debt 
from this bond issue is $1.85 billion, which will be 
used for the Economic Stimulus Fund, payment 
to government suppliers and to cover operational 
defi cits. In other words, a signifi cant portion of 
new Cofi na debt substitutes existing debt with no 
repayment sources,” Batlle explained.

The allowable uses for the additional Cofi na bond 
issuances are to repay the $1 billion Treasury note 
secured by tax liens, pay any other debt provided 
to Treasury outstanding as of December 2008, 
cover operational expenses for FY ’09-FY ’12, 
pay payables to government suppliers, provide 
funds for the Economic Stimulus Fund and provide 
funding for the Emergency Fund (if necessary).

“We are planning to go to market in relatively 
small issuances depending on market conditions 
and issue approximately $250 million on a monthly 
or quarterly basis. It will depend on the market 
appetite for municipal paper but we will be ready 
to act with agility both in the U.S. municipal-bond 
market as well as the local market. Given current 
market conditions and the renewed focus on credit 
issues, we will access the capital markets with the 
best credit we have, Cofi na,” Batlle said.

IMPRESSIVE DEMAND FOR GOVERNMENT 
PAPER IN LOCAL MARKET

The GDB has placed approximately $1.5 billion 
in notes in the local market during the last 30 
days.

“There has been impressive demand in the 
local market for GDB notes. In addition to the 
$1.23 billion we sold in December and early 
January, we just priced an additional issuance of 
$250 million but the orders were more than $400 
million. I don’t have specifi c numbers on how 
much additional capacity there is in the Puerto 
Rico market, but I’m assured it has plenty. We 
believe the Puerto Rico investor trusts the work 
we are doing and we are counting on them for part 
of the upcoming transactions we will be bringing 
to market,” Batlle said.

“Local banks are doing everything they can 
within their means; they bought approximately 
$385 million of the original $1.23 billion issuance. 
However, what is impressive is that local investors 
are supporting our efforts, buying more than $1 
billion in government notes. This demonstrates 
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the strength and capacity of our local fi nancial 
market and local investor’s confi dence in the GDB 
and Puerto Rico’s future,” García added.

AFI FINANCIAL RESTRUCTURING TO PROVIDE
$600 MILLION, REPAY OVER $1.1 BILLION

 IN DEBT
To address Puerto Rico’s precarious credit and 

cash situation, the GDB also plans to restructure the 
Puerto Rico Infrastructure Financing Authority’s 
(AFI by its Spanish acronym) Infrastructure 
Development Fund. The gain realized through 
the restructuring could exceed $600 million. The 
restructuring will also allow for the repayment of 
over $1.1 billion in bonds.

Law No. 3 of 2009 allows the realization of a 
gain of more than $600 million through the sale 
of the securities in AFI’s Corpus Account and the 
defeasance of the outstanding bonds. The benefi ts 
of this fi nancial measure include repayment of 
more than $1.1 billion in debt and protection of the 
Corpus Account through a guaranteed investment 
contract with the GDB until 2040. The remaining 
2/3 of the more than $300 million will be used to 
cover operational expenses and 1/3 to increase 
GDB capital.

“As a result of this [AFI] fi nancial-restructuring 
transaction, approximately $1.14 billion of 
existing debt will be retired, so the total net effect 
is an increase of approximately $700 million. This 
allows us to substitute the $200 million Sales & Use 
Tax (IVU) revenue, to be assigned to Cofi na, and 
gives us time to make the necessary government-
expense adjustments,” García explained.

Law No. 92 of 1998 created the Corpus 
Account (main account) of AFI’s Infrastructure 
Development Fund. The Corpus Account was 
created with part of the proceeds of the sale of the 
Puerto Rico Telephone Co. It was restricted until 

2040, but the increase in Treasury prices from 
“abnormal” market conditions offered a window 
of opportunity to realize this gain.

“We have reached the ‘bottom of the barrel.’ 
There are no more fi nancing tricks or one-time 
gains to be realized. We are against the wall, and 
these fi nancial measures only give us temporary 
relief. We have to implement the necessary expense 
reductions and revenue measures to balance the 
budget,” Batlle said.

REDUCING PUBLIC DEBT: A FIRST GLIMPSE 
AT FISCAL RESPONSIBILITY

The fi nancial measures recently legislated 
provide a fi rst glimpse of hope that the new 
GDB administration intends to operate in a 
fi scally responsible manner. The combined 
Cofi na bonds fi nancing plan and AFI restructuring 
transaction will only account for a net increase of 
approximately $710 million in public debt, which 
is less than 1.3% of the total public debt of $55.31 
billion. This is made possible because a signifi cant 
portion of the Cofi na bonds to be issued will be 
used to provide a source of repayment to existing 
public debt.

“As a result of the AFI fi nancial restructuring 
transaction, approximately $1.14 billion of 
existing debt will be retired, so the total net 
effect, even adding the $4 billion in additional 
Cofi na bonds, is an increase of approximately 
$710 million in overall governmental debt. The 
AFI transaction also allows us to substitute the 
effect of the fi rst full year of the $200 million 
Sales & Use Tax (IVU) revenue from the general 
fund, which will be assigned to Cofi na and give us 
time to implement the necessary fi scal measures,” 
García explained.

PUBLIC-PRIVATE PARTNERSHIPS 
ARE ESSENTIAL

“Looking at our current and future fi nancing 
needs, public-private partnerships (PPPs) are a 
key element of the government’s fi nancing and 
economic-development strategy. PPPs provide 
not just upfront funds to the government that are 
needed to address the structural defi cit or pay off 
existing debt, but also give us the ability to fi nance 
much-needed future infrastructure projects. Our 
public corporations are in a weak fi nancial position 
and PPPs are necessary to complement traditional 
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Commonwealth of Puerto Rico (2000-2008)
Total debt outstanding

(In $ billions)
           

                                     Proforma (b)

         June ’00  June ’01  June ’02   June ’03  June ’04   June ’05   June ’06  June ’07   June ’08   Sept. ’08   Sept. ’08

  Central Government Debt         $9.40    $10.49      $11.67       $12.48     $14.51      $15.97     $17.55      $16.20      $17.77      $19.87       $21.17 

           

   Public Corporation Debt         12.96       13.10        14.52         15.28       17.39        18.56       19.73        24.16        26.09        25.83         25.83 

           

   Municipalities            1.46         1.63          1.80           1.96         2.05          2.18         2.33          2.46          2.82          2.79           2.79 

           

   Government Debt  

 Not directly pledged 

   with public funds (a)           0.37        1.95          2.05           2.82         3.49          3.57         3.52         3.37           6.46          6.55           5.52 

   Total Public Debt                  24.19       27.16       30.03         32.53       37.43        40.27       43.14       46.18         53.14        55.04         55.31 

 (a) This debt includes Employee Retirement System pension obligation bonds, Children’s Trust bonds and Infrastructure Financing Agency bonds.    

              (b) Proforma debt refl ects a debt reduction from Prifa’s restructuring as well as net new debt resulting from a new Cofi na bond issue.  

              Source: Government Development Bank     

William Lockwood Benet, 
executive vice president for fi scal agency
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Construction of the $300 million 
mixed-use Paseo Caribe proj-

ect in San Juan’s Puerta de Tierra 
Sector is once again on track and is 
slated to be completed in 18 to 20 
months.

Winning all the legal and gov-
ernment challenges, construction 
will continue at its normal pace, 
after losing nearly one year in the 
process. The Supreme Court, in a 
66-page ruling last July, declared 

the land where the project is be-
ing built belongs to developer San 
Gerónimo Caribe Project. Early last 
year, construction had been halted 
for 60 days by the Regulations & 
Permits Administration (ARPE by 
its Spanish acronym) following 
an executive order from then-Gov. 
Aníbal Acevedo Vilá.

The work stoppage resulted in 
at least $5 million in losses to the 
developer and its President Arturo 
Madero, increasing its costs and 
further pushing back its comple-
tion date.

In an exclusive interview, 
Madero insisted the former 
administration’s actions 
against Paseo Caribe not 
only affected the project’s 
sales, but also cast a cloud of 
doubt and uncertainty over 
the island’s permits process, 
tarnishing Puerto Rico’s im-
age and investment climate, 
both here and elsewhere.

“With such an environment 
of uncertainty, who was go-
ing to invest in a project the 
government insisted was be-
ing built on public-domain 
land after they were the ones 
who sold it to us in the fi rst 
place? Puerto Rico needs 
megaprojects like these, 
which bring new money 
into the local economy and 
create much-needed jobs,” 
Madero told CARIBBEAN 
BUSINESS. “Thankfully, 
the new government admin-
istration has brought a new 
ray of hope, with changes in 
the island’s business climate 
for the better.”

The 650,000-square-foot 
project (not including a 
1,000-vehicle multilevel parking 
structure) will create 2,500 direct 
and indirect jobs during construc-
tion and is expected to create 500 
permanent new jobs when complet-
ed, according to Madero.

Although all legal and government 
challenges that affected the project 
are now a thing of the past, Madero 
is launching a two-year, $600,000 
promotional campaign to help spur 
Paseo Caribe sales to counteract the 
government’s bad rap and the un-
certainty cast over it along with the 
slumping real-estate market.

The developer is also promoting 
the project in overseas markets, 
where there’s still interest in these 
types of projects, Madero added.

Madero is betting on Paseo 
Caribe’s unsurpassed privileged lo-
cation, the fact it has its more than 
300 permits up-to-date and it is fi -
nanced and fully backed by the local 
FirstBank, to successfully sell the 
project’s remaining units. Because 
of the credit crunch and an excess in-
ventory of unsold new homes, most 
local fi nancial institutions simply 

aren’t fi nancing new construction 
projects, much less upscale ones, 
Madero noted.

Of the $250 million rotating line of 
credit FirstBank provided to Paseo 
Caribe, approximately $130 million 
of the loan remains outstanding, 
which Madero said has been paid on 
time. The $22 million loan provided 
by the Government Development 
Bank for construction of the multi-
level parking structure has already 
been paid in full, he indicated.

When completed, Paseo Caribe 
will consist of 114 housing units di-
vided among three condominiums, 
more than 100 condo-hotel villas, a 
120,000-square-foot entertainment 
& retail center with upscale stores 
and restaurants, a 25,000-square-
foot main plaza open to the pub-
lic and a 26-foot-wide promenade 
which, for the fi rst time, will pro-
vide free, unrestricted access to Fort 
San Gerónimo from Ponce de León 
Avenue.

The entertainment center, the main 
plaza and second half of the prom-
enade are also slated for completion 
in 18 to 20 months. �

Construction of Paseo Caribe is once again on track
Developer Arturo Madero wins all legal battles against $300 million project;
focused on completing mixed-use tourism, residential, commercial complex

San Gerónimo Caribe Project President, 
Arturo Madero
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“We understand your information is one of 
the most valuable assets in your organi-

zation. We also recognize that effi ciency and prof-
its suffer when fi les are unavailable, misplaced 
or lost. That’s why TAB is devoted to keeping 
your company effi cient. It doesn’t matter whether 
your needs are large or small, simple or complex, 
there’s a TAB representative a phone call away 
willing to help you,” affi rmed company CEO 
& President Andrés Matos Alonso. “When you 
use TAB’s professional services group, you gain 
TAB’s intellectual capital and add the expertise 
of staffi ng resources to achieve your corporate 
objectives,” he added.

Toa Baja-based TAB P.R. Inc., founded in 2001 
by Matos Alonso, is a leading document-manage-
ment company specializing in the re-engineering 
of records-management processes. The company 
provides effi cient solutions that enable customers 
to better organize and fi nd their critical docu-
ments. “We work with you to organize, access 
and manage critical documents and records with-
in a complete records-management framework. 

Backed with more than 55 years of knowledge 
and experience, our sales team is ready to consult 
with you and develop fi ling, storage, retrieval and 
workfl ow systems driven to enhance your offi ce’s 
records-management processes,” Matos Alonso 
explained. “TAB P.R. leverages its knowledge of 
paper-based systems with expertise in emerging 
digital document-management technologies,” he 
added.

Examples of the record-management solu-
tions provided by TAB P.R. are the High-Density 
Mobile Systems with Dual Ramp and Tabquick. 
The former helps businesses manage and improve 
their record retention while saving space, while 
the latter is, labeling software that provides an 
easy and effi cient way to color-code fi les and 
other media for timely organization and retrieval. 
This software converts data into color bars, bar 
codes and fi le identifi cation text.

In addition, the company offers a wide range of 
customized, tiered products from such exclusive 
lines as TAB Products and Tremain, and distrib-
utes a wide variety of products including modu-
lar offi ce furniture, mobile fi ling systems, fi ling 
systems, labeling software, record management, 

offi ce chairs & desktops, and freestanding offi ce 
furniture from the exclusive lines Tennsco, Wood 
Veneer and Data Visible.

“You can select what you need or combine our 
products and consulting services for a complete, 
end-to-end records-management and offi ce-fur-
niture solution. Whatever you need, TAB P.R. has 
you covered,” Matos Alonso concluded. �

TAB helps you re-engineer your records-management process

“When you use TAB’s 
professional services group, 
you gain TAB’s intellectual 
capital and add the expertise 

of staffi ng resources to 
achieve your corporate 

objectives.”

—Andrés Matos Alonso, CEO & president, 
TAB P.R. Inc.
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Continued from page 19

fi nancing mechanisms to continue funding the 
ambitious capital-improvement plans,” Batlle 
said.

Batlle added that the proposed legislation 
takes a holistic view and provides a clear legal 
framework as well as the transparency needed to 
give the government and prospective investors the 
comfort that projects will be structured in a way 
that benefi ts everybody. We need to look at best 
practices around the world. For example, the state 
government of Victoria, Australia, uses the PPP 
mechanism to fi nance approximately 20% of its 
capital spending.

“We need to act fast to enact the necessary legal 
frameworks to start implementing PPP initiatives, 
which are so vital for Puerto Rico’s economic 
development,” he concluded.

GDB’S ENHANCED ROLE AS FISCAL AGENT
The fi scal-agent function of the GDB will be 

intensifi ed.
“Most challenges we now face are the result of a 

lack of strict economic, fi nancial and operational 
oversight by the GDB, its fi scal management 
partners (Treasury Department, Offi ce of 
Management & Budget [OMB], Planning Board 
and Municipal Revenue Collection Center [CRIM 
by its Spanish acronym]) and its economic-
development partners, such as the Economic 
Development & Commerce Department, the 
Agriculture Department, Tourism Co., and 
University of Puerto Rico,” said William 
Lockwood Benet, executive vice president of the 
GDB in charge of its role as fi scal agent.

The commitment shared by Gov. Fortuño and his 
team of management offi cers is that such controls 
are essential to protect the Commonwealth’s credit 
rating, stabilize public fi nances and accelerate the 
level of investment, knowledge, competition and 
global relevance of our private sector.

According to Lockwood, the following changes 
will be implemented to stabilize public fi nances 
and safeguard systematic steps to improve credit 
ratings:

• The central government, public corporations, 
municipalities and retirement systems will be 
required to develop a multiyear budget with specifi c 
management milestones for their operations, cash 
fl ows and capital investment.

• Risk management will be integrated into 

all investment, fi nancial, operational and 
technological decision-making.

• GDB management offi cers and each of its 
clients will have specifi c fi nancial ratios they must 
comply with by certain determined dates.

• All clients will share consistent underlying 
assumptions to forecast economic trends and 
their future revenue (for instance, the disposable 
income of the population, the level of private 
investment, and so on).

• All clients will have specifi c goals related to 
their contribution to private-sector and human-
capital development, given the need to accelerate 
innovation, investment, entrepreneurship and 
technological progress.

To accomplish these goals, the GDB, together 
with the OMB and Chief Information Offi cer 
(CIO), have already started designing and 
implementing new procedures and redefi ning 
the relationships between the central government, 
public corporations, municipalities and retirement 
systems. This certainly will entail an internal 
restructuring of the government as well as 
stronger governance collaboration with private-
sector leaders.

“Related to the central government, GDB 
management and the CIO are reviewing the legal 
and operational responsibilities of the Planning 
Board, Treasury, OMB and CRIM, and initially 
will focus on strengthening fi scal management, 
budgeting quality, performance and a shared 
economic vision by improving the quality of 
information systems shared by the Treasury, OMB 
and GDB to allow for seamless integration, provide 
real-time data, increase comprehensiveness and 
develop new management-oversight capabilities,” 
Lockwood said.

Lockwood believes by using technology at 
its full potential, management processes can 
be redesigned to extract knowledge, provide 
solutions and manage risks much more effi ciently 
and faster.

“We will be strengthening the budget-design 
cycle and developing the multiyear budget 
with OMB and intrayear review procedures to 
monitor changes in revenue and reductions in 
expenditures.

Best practices in the U.S. and internationally are 
being compared to our current fi scal-management 
structure and budgetary process to identify 
specifi c opportunities for improvement. Specifi c 
initiatives have been identifi ed. OMB, Treasury 
and the GDB will, for instance, support new teams 
and procedures to oversee the approval, receipt 
of federal funds and reimbursement of indirect 
costs,” Lockwood said.

Special attention will be granted to agencies 
that consistently have budget overruns and are 
under federal-compliance agreements, such as 
the Education Department and all health-related 
agencies.

“Beyond budget documents describing 
program funding by line item, the OMB is 
closely reviewing what government does, what 
it accomplishes and the likely consequences of 

Continued on next page 

Jesús F. Méndez, 
executive vice president of administration, 

operations & comptroller operations
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rightsizing their funding levels. Learning from 
the “early” performance-budgeting framework 
is that it seldom makes sense to cut funding for 
ineffective programs because the problems that 
spawned the programs still exist. Instead, they 
needed better data to understand the problems 
and to determine which practices were worth 
continuing and their program costs,” Lockwood 
explained.

Lockwood also plans to support more accurate 
and frequent economic data and the capacity to 
simulate fi scal-policy decisions under alternative 
economic scenarios, as well as develop new 
information sources, including:

• Ongoing procedures to review economic-
growth tax-revenue forecasts and expenditure 
controls with transparency and in a timely, regular 
fashion.

• Econometric forecasting and simulation 
models to support fi scal and economic decision-
making and prioritization.

• The GDB will identify the required management 
and funding needs (including audits and technical 
assistance from the federal government) to 
improve these functions.

• Accordingly, data developed by Treasury, 
Pridco and other units will be aggregated, analyzed 
and shared, under compliance of law, to be used 
for private-sector development, economic and 
fi nancial analysis and risk management.

OVERSIGHT OF PUBLIC CORPORATIONS
Lockwood explained that the GDB and OMB 

will work with the CEO and chief fi nancial offi cers 
(CFOs) of public corporations to adopt a classifi ca-
tion system to measure each public corporation’s 
fi nancial performance, with a fast track for high-
risk institutions; review the performance of each 
corporation’s CFO; establish when a corporation 
with consistently poor performance will be subject 
to strict controls by the GDB; work closely with 
consulting engineers and management in the cap-
ital-investment selection process; promote higher 
return on investment, cost-effi cient, innovative and 
green technologies; and design the best fi nancial 
borrowing structures for each client to protect and 
improve their credit ratings.

SUPPORT OF PRIVATE-SECTOR DEVELOPMENT
Fiscal oversight also includes support for 

innovation and adoption of best practices in the 
institutions and programs working on private-
sector development, including the academic sector 
and research & development programs.

“As a fi rst entry point in this area, the GDB 
is working on the design of the fi scal stimulus 
& economic reconstruction package and the 
priority for its use. Previous GDB support has 
included fi nancing the restructuring of Pridco and 
facilities for private-sector incentives. The most 
important forthcoming collaboration will be the 
integration of economic-development priorities 
in the comprehensive fi scal reform, a review of 
the effectiveness of existing tax incentives that 
grant credits, exemptions and deductions to a 

wide array of activities and industries and the 
existing regulatory and competition framework,” 
Lockwood said.

Another goal is the development of 
interdisciplinary industry experts looking at 
internal conditions and opportunities for global 
relevance of private-sector development and 
government re-engineering across fi scal and 
private-sector development institutions.

“After so many years of defi cit, we already 
know which agencies underestimate expenses, 
go over budget or don’t receive federal funds on 
time. We will have a lot more interaction with 
the Education and Health departments than we 
previously had. Traditionally the GDB didn’t 
directly interact with the operational budgets of 
government agencies, but now that will change. 
Audit procedures regarding federal funds will be 
strengthened and we will be looking at special 
fi nancial restructuring to improve the educational 
system,” Lockwood added.

OPERATIONS AND ADMINISTRATION
In the meantime, Jesús F. Méndez will be in 

charge of GDB operations and administrative func-
tions. He plans to maximize the utilization of bank 
resources, not only internally but with other gov-
ernment agencies as well, to increase effi ciencies 
in agreements with other government agencies.

Méndez will not only be responsible for the 
effi cient utilization of GDB assets and resources, 
including information technology and human 
resources, but he also has been appointed 
executive director of the Public Buildings 
Authority and administrator of the General 
Services Administration.

GDB operations staff involved in technological, 
interagency projects with the Treasury Department 
are expected to result in signifi cant operational and 
economic effi ciencies. The public announcement 
of the launching of these projects will be made 
jointly in the near future.

“We want to achieve effi ciency and synergies 
with other government agencies such as Hacienda 
[Treasury] and the OMB. We will support very 
ambitious plans to reduce expenses on the 
central-government level that we will analyze 
and implement, especially with the utilization of 
technology to improve our fi nancial structure and 
balance the budget,” Méndez said.

WEBCAST INVESTOR PRESENTATION PLANNED
“For next week, we plan a webcast investor 

conference to discuss the island’s fi scal situation 
and fi nancing plans. We would like to have the 
revised economic projections from the Planning 
Board so we can present investors the entire 
picture. We expect the Planning Board should 
have the economic-growth projections revised 
over the next couple of weeks for FY ’09 and 
FY ’10,” García advanced.

“The message will be straightforward. We 
found a central-government defi cit of $3.2 billion 
and will have a multiyear plan to balance the 
budget in less than four years. We fi rst have to 
implement the things we can control. We don’t 
control the economy although we can stimulate 
it, and we will do that. The things we have control 
over are government spending and collection 
efforts to reduce tax evasion. These two areas 
should represent more than 50% of the defi cit 
reduction. We must forge a better future for the 
next generations, facilitate growth and sustainable 
economic development and avoid another fi scal 
crisis in the future. The road map to economic 
and fi scal reconstruction is being paved. In the 
meantime, we are keeping the credit-rating 
agencies informed of local developments on an 
almost daily basis. We are making presentations 
about the government’s fi scal state of emergency 
to legislators, mayors, trade associations and 
labor leaders. We must and will be reaching out 
to investors as well. We have a lot to do and no 
time to waste,” he concluded. �

Continued from previous page 
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As companies grow, many soon begin to think 
about enlarging their offi ce space. However, 

according to Mike Villaplana, general manager of 
Pitney Bowes Inc., this might not always be neces-
sary. “It is often possible to grow a business within 
the same space by having technology products 
and software that can handle added capacity in a 
more effi cient manner,” he said. “Tasks that are 
done by manual labor can be done by machines.” 
For example, space that is being used to store fi les 
can be made available by digitalizing documents. 
“Pitney Bowes has the technology to handle the 
digitalization of documents and can provide this 
service,” he added. “This makes it easier to fi nd the 
data and also transmit it across large geographic 
areas faster and more cost effectively.”

Serving the Puerto Rico market for 79 years, 
Pitney Bowes has succeeded in helping customers 
be more profi table and operate more effi ciently 
by providing products and services that have im-
proved clients’ communications with their custom-
ers and employees. “Over the years, our customers 
have relied on us to provide them with the latest 
technology and excellent service at competitive 
prices,” Villaplana said. “Not only has this created 
value for them, but we have gained their trust and 
they know they can count on our support now and 

well into the future.”
With 61 people working for Pitney Bowes in 

Puerto Rico, products and services include mail 
meters, inserters and sorters; address printers and 
correction software; document-folding machines; 
multifunction printers and copying machines; time 
and attendance hardware and software; shredders; 
ID printing machines; door access controls; docu-
ment scanning and archiving products; parking 
systems; and other products for offi ce and facility 
use, along with maintenance and repair service 
and supplies for all products the company sells. 
“We are continuously adding new products with 
improved technologies,” Villaplana said. “For 
example, we are introducing a new product that 
allows users to bind documents with a highly pro-
fessional soft or hard cover, giving them a very 
attractive appearance.”

He also said, given the rapid changes in com-
munications technology and regulatory require-
ments, that companies are being driven to be less 
dependent on labor and rely more on computers 
and offi ce equipment to do work faster, more ac-
curately and at lower costs. Clients are also look-
ing for technology that helps them become more 
profi table and includes high-tech security features. 
“Our products and software allow our customers 
to operate more effi ciently, more securely and at 
lower costs while complying with new laws related 

to information confi dentiality and integrity,” he 
added.

During May 2008, Pitney Bowes acquired 
Tischer & Co., the fi rst Pitney Bowes distributor 
outside the continental U.S. Given that Tischer & 
Co. also represents several other offi ce-technology 
product lines, Villaplana pointed out that this gives 
clients an added advantage. “Our goal is to cre-
ate a one-stop-shop offi ce-technology company 
that sells and provides excellent maintenance ser-
vice for all the products we represent,” he said. 
“We will continue to introduce new products and 
services to Puerto Rico; as a global leader in the 
mailstream industry, we look forward to continu-
ing to serve our local customers, meeting their 
offi ce-technology needs and helping them improve 
their profi tability.” �

Pitney Bowes continues to be a leader in mailstream 
and offi ce technology

BY CB STAFF

Technology advances have propelled dramatic 
changes in all industries. At Systronics, it 

constantly offers technology trade shows to keep 
customers up-to-date in the latest technologies 
and better ways to increase offi ce productivity 
while lowering operational costs. In addition, the 
company strives to provide top-quality customer 
service.

Systronics’ unwavering goal has always been to 
grow and offer better service. It isn’t surprising, 
then, that the company’s personalized customer ser-
vice is one of its biggest attributes. “We’ve known 
most of our customers for so many years that we 
have built a very close relationship with them,” 
said Eulogio Villena, president of Systronics. 
“Therefore, in an attempt to continue to guarantee 
our customers the best service possible, we con-
stantly provide our technical and sales staff with 
advanced training to further sharpen their skills 
and abilities to effi ciently fulfi ll our customers’ 
needs. That’s why our customers know they can 

always count on us,” Villena explained. Following 
its growth goals, the company has opened four 
branches across the island to provide customized 
sales and service to each geographic area.

Systronics not only is recognized for its qual-
ity service but also for its high-quality Canon 
Multifunctional Systems. In addition, the company 
provides technology trade shows to keep custom-
ers up-to-date in the latest technologies and better 
ways to increase offi ce productivity while lower-
ing operational costs. Since technology advances 

have propelled dramatic changes in all industries, 
Systronics’ products have become more sophisti-
cated. Therefore, the company has expanded its 
software array to include solutions ranging from 
simple network printer-management solutions 
to the most sophisticated software for complete 
document-digitalization storage and retrieval.

As for its future, Systronics plans to provide all 
its services through one account representative to 
become the No. 1 total-solutions provider for of-
fi ces. “Moreover, we are constructing a new build-
ing to consolidate all our products in one location,” 
the company president said.

“We’re always on the lookout for new ideas to 
continue to fulfi ll our customers’ needs. So, what 
we do is analyze what they need and present them 
the best products, service and support, at the most 
competitive price,” Villena noted. This service-
oriented philosophy is precisely what has led the 
company to be acknowledged by Canon USA 
with a Top Dealer Award. “We have consistently 
received this award for the past 10 years,” Villena 
proudly said. �

Systronics technologies increase offi ce productivity, reduce 
operational costs

“Over the years, our customers 
have relied on us to provide 

them with the latest technology 
and excellent service at 

competitive prices.”
—MikeVillaplana, general manager of Pitney Bowes  

“We’ve known most of our 
customers for so many years 

that we have built a very close 
relationship with them.”

—Eulogio Villena, president of Systronics
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Ricoh, the leading provider of dig-
ital offi ce equipment, announced 

the launch of its Afi cio MP C2050/
MP C2550 color multifunction prod-
ucts (MFPs). Designed for small and 
midsize businesses, the MP C2050/
MP C2550 series provides the fea-
tures typically reserved for more 
expensive MFPs at an affordable 
price. Furthermore, the MP C2550 
has gone through extensive testing 
at Buyers Laboratory and recently 
was awarded the company’s “Highly 
Recommended” rating and Certifi -
cate of Reliability. In today’s fast-
paced business environment, color 
documents are vital for obtaining a 
competitive advantage.

The Afi cio MP C2050/MP C2550 
delivers 20 pages per minute (ppm) 
and 25 ppm for full-color and black 

& white output, respectively, and of-
fers resolutions up to 1200 dpi (dots 
per inch), giving organizations the 
boost they need in the marketplace. 
In addition, color documents look 
more professional with vibrant imag-
es from Ricoh’s new PxP (polyester 
x polymerization) toner. Businesses 
can simultaneously enhance pro-
ductivity and reduce costs with the 
Afi cio MP C2050/MP C2550 series 
since it saves paper by printing two-
sided documents at nearly 100% 
of the simplex (one-sided printing) 
speed.

Smaller organizations and work-
groups can reduce the costs associ-
ated with maintaining four separate 
devices by consolidating these to an 
MFP, which offers several document-
management functions and high-
quality color output in one device. 
The Afi cio MP C2050/MP C2550 

series also allows organizations to de-
velop fi nished documents in-house, 
streamlining production expenses. 
An optional internal fi nisher with 
hole-punch capabilities enables us-
ers to tailor the Afi cio MP C2050/MP 
C2550 to their specifi c needs without 
utilizing extra fl oor space.

The MP C2050/MP C2550 series 
offers companies a secure way to pro-
duce high-quality color documents 
at a low of ownership, all which its 
customers have come to expect from 
Ricoh products. Organizations of all 
sizes must meet security standards 
and compliance regulations. With 
the Afi cio MP C2050/MP C2550, 
administrators are provided numer-
ous levels of authentication to con-
fi rm user identity and control access 
to color printing, scanning and other 
functions, helping businesses meet or 
exceed their requirements. �

Ricoh launches new series of high-quality color MFPs

The Afi cio MP C2050/MP C2550 
delivers 20 pages per minute (ppm) 

and 25 ppm for full-color and black & 
white output, respectively, and offers 

resolutions up to 1200 dpi.

The Legislature approved and Gov. Luis For-
tuño signed into law four measures that will 

help stabilize the government’s fi scal situation 
and provide adequate time to implement other 
measures to deal with the structural defi cit.

LAW NO. 1 OF 2009
Law No. 1 of 2009 increases from 1% to 2% the 

Puerto Rico Sales Tax Financing Corp.’s (Cofi na 
by its Spanish acronym) assignment from the 
Sales & Use Tax (IVU by its Spanish acronym. 
Cofi na is a subsidiary of the Government 
Development Bank (GDB) created in 2006 to 
issue bonds to pay public or government debt.

“It increases the capacity to issue bonds up 
to $4 billion. A signifi cant portion will be used 
to provide a repayment source to existing debt, 
which won’t increase the public debt. It allows the 
government to repay the $1 billion Treasury note 
secured by tax liens; pay any other outstanding 
debt provided to the Treasury as of Dec. 31, 
2008; cover operational expenses between FY 
’09 and FY ’12 to pay accounts payable to 
government suppliers and contractors; provide 
funds for the Economic Stimulus Package; and 
provide funding to the Emergency Fund,” said 
Carlos García, GDB president.

LAW NO. 2 OF 2009
Law No. 2 of 2009 allows the use of debt, 

loans and other fi nancing mechanisms to cover 
operating expenses and balance the government 
budget. This concession will be valid until June 
30, 2011.

“The Fiscal Reform Law of 2006 prohibited 

the issuance of bonds and the use of loans or any 
other fi nancial mechanism to cover operating 
expenses or balance the budget. It will allow 
for the temporary fi nancing of government 
operations as a way to avoid a shutdown of the 
public sector. It will also allow for adequate time 
to implement other key expense and revenue 
measures,” García explained.

LAW NO. 3 OF 2009
Law No. 3 of 2009 allows the realization of 

a gain of more than $600 million through the 
sale of securities in the Corpus Account (main 
account) of the Infrastructure Development 
Fund of the Puerto Rico Financing Infrastructure 
Authority (AFI by its Spanish acronym) and the 
defeasance of outstanding bonds.

“This account was created in 1998 with proceeds 
from the sale of the Puerto Rico Telephone Co. 
Although the account was restricted until 2040, 
the increase in Treasury prices under “abnormal” 
market conditions has offered a window of 
opportunity to realize this gain. It will allow us 
to repay more than $1.1 billion in debt, but will 
protect the Corpus Account through a guaranteed 
investment contract at the GDB until 2040. The 
remaining amount of more than $300 million will 
be used to cover operational expenses 2/3 and 
increase GDB capital 1/3,” the GDB president 
explained (see chart).

LAW NO. 4 OF 2009
Law No. 4 of 2009 increases loan limits 

based on future repayment sources of up to 
$200 million. Loans based on future repayment 
sources assigned to the general fund were limited 
to $100 million by Law No. 164 of 2001.

“This will ensure the GDB will have suffi cient 
capability to fi nance government operations in 
case immediate action were necessary while 
other revenue and expense-cut measures are 
implemented,” García concluded. �
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Financial legislation approved to save P.R.’s credit 
and keep the government running
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“With the experience, commitment 
and talent we have in the new 
management of the Government 

Development Bank (GDB), we believe we have 
the right team in place to safeguard our credit, 
implement fi scal discipline and direct the execu-
tion of Puerto Rico’s economic development,” 
said Carlos M. García, the new president & 
chairman of the GDB and former president of 
Banco Santander Puerto Rico and Santander 
Securities.

CARLOS M. GARCÍA, PRESIDENT
García has more than 15 years’ experience 

in the fi nancial industry. He started his career 
in investment banking at First Boston Corp. 
in 1993. He joined Santander Securities in 
1997 as director of investment banking. He 
was named president of Santander Securities 
in 2001. In October 2003, he became executive 
vice president for wholesale banking of Banco 
Santander and was appointed senior executive 
vice president & COO of Santander BanCorp 
and Banco Santander in January 2004. He 
became president of Banco Santander Puerto 
Rico in 2008.

He has a dual degree in business from the 
Wharton School and in comparative literature 
from the College of Arts & Sciences of the 
University of Pennsylvania.

FERNANDO L. BATLLE, EXECUTIVE VP,
DIRECTOR OF FINANCING, 

INVESTMENT & TREASURY
Batlle has more than 14 years’ experience in 

the fi nancial service industry. From 2005 to 
2008, Batlle worked as an independent fi nancial 
consultant to various corporations in Puerto Rico 
and the Dominican Republic. Prior to that, he 
served as executive vice president of FirstBank 
and managing director of Neva Management 
Corp., an investment-management fi rm.

Batlle has a master’s in business administration 
from Harvard Business School and a bachelor’s 
in business administration from Northeastern 
University.

WILLIAM LOCKWOOD BENET, 
EXECUTIVE VP & DIRECTOR OF 

GDB’S ENHANCED
FISCAL AGENT FUNCTIONS

Lockwood, an economist, specializes in fi scal 
and fi nancial strategies and economic policy 
innovation for the capital markets and private 
sector. In 2005, Lockwood was president of 
the GDB and, from 1989 to 1993, he was vice 
president & aide to GDB presidents Ramón 
Cantero Frau, José M. Berrocal and Marcos 
Rodríguez-Ema.

He also has served as adviser involving asset 
management, local mutual funds, legislative 
reform of the capital markets, risk management 
and innovative programs for corporate banking 
at such entities as Grupo Guayacán, Banco 
Popular, Merrill Lynch, Santander, Citibank and 
the GDB.

JESÚS F. MÉNDEZ, EXECUTIVE VP & 
DIRECTOR OF ADMINISTRATION, OPERATIONS 

& THE CONTROLLER OF THE GDB, ITS 
SUBSIDIARIES AND AFFILIATES

Méndez has more than 25 years’ experience 
in accounting, fi nancial-planning budgets, 
capital management and administration in the 
private-banking sector. Before joining the GDB, 
he worked as president & CEO of Tresamici 
Management Inc., a corporation engaged in the 
administration of assisted-living facilities, of 
which he holds ownership participation. Méndez 
has a bachelor’s in business administration from 
University of Puerto Rico and is a CPA.

VÍCTOR FELICIANO, VP & TREASURER
Feliciano has extensive experience in the 

area of treasury as an investment offi cer of 
treasury divisions and commercial credit and as 
a fi nancial-management offi cer. He has served 
as senior vice president of capital markets 
and vice president of secondary markets of 
such institutions as Banco Santander and R-G 
Financial, among others.

He has an MBA in fi nance from Universidad 
Interamericana de Puerto Rico and a bachelor’s 
in business administration specializing in fi nance 
and marketing from University of Puerto Rico.

ANA MARÍA GREGORIO, VP & DIRECTOR 
OF COMMUNICATIONS

Prior to this appointment, Gregorio served as 
communications consultant for various local 
companies and professor of the communications 
graduate program at Universidad del Sagrado 

Corazón. She has previous experience in the 
public sector, having served as director of the 
communications offi ce of the Puerto Rico 
Infrastructure Financing Authority from 1998 
to 2000.

Gregorio has a bachelor’s in Spanish and edu-
cation from the University of Florida,  two mas-
ter’s in hispanic studies from the Universidad 
Interamericana de Puerto Rico and in commu-
nications, specializing in public relations, from 
Universidad del Sagrado Corazón.

DAVID ÁLVAREZ, SENIOR ADVISER 
TO GDB PRESIDENT

Álvarez has eight years’ experience in economic 
and fi nancial analysis. Prior to his appointment 
at the GDB, Álvarez was a senior analyst and 
consultant at such institutions as Santander 
Securities, Santander BanCorp and H. Calero 
Consulting. He has a master’s in economic 
planning from Florida State University and 
a bachelor’s in economy from West Virginia 
University.

GEORGE JOYNER, EXECUTIVE DIRECTOR OF 
THE P.R. HOUSING FINANCE AUTHORITY
Joyner is the former president of the mortgage 

division of Reliable Financial Services Inc., a 
unit of Wells Fargo. His professional experience 
includes vice president for corporate and public 
fi nance at Citibank, president of Santander 
Mortgage Corp. at Banco Santander, vice 
president of the mortgage division of Oriental 
Bank & Trust and executive vice president, CFO 
& chief information offi cer at Reliable Financial 
Services Inc.

Joyner has a master’s in business administration 
from University of Pennsylvania’s Wharton 
School and a bachelor’s in mathematics and 
physics from University of Puerto Rico.

ERWIN KIESS, EXECUTIVE DIRECTOR 
OF THE P.R. INFRASTRUCTURE 

FINANCING AUTHORITY
Prior to his appointment, Kiess worked 

as quality control director at CSA Group, 
an engineering management & design fi rm. 
His experience includes roles as electrical-
engineering designer, fi eld-engineering 
supervisor (at construction sites), facilities 
engineer, plant engineer, production manager 
and quality manager in various manufacturing 
areas.

He has a master’s in electrical engineering from 
University of Puerto Rico, a master’s in engineering 
management from Polytechnic University of 
Puerto Rico and is a licensed engineer. He also 
has several certifi cations in the areas of quality 
and organizational excellence. �
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As Ranked by  ®

PUERTO RICO’S MAJOR U.S. FLAG OCEAN CARGO CARRIERS
(Listed According to Total TEUs Handled in 2007)

Current/
Previous 
Ranking

Company Name
Telephone/Fax
Internet Address

Physical Address TEUs Handled in 2007 No. 
of
Emp.
in 
P.R.

Type of Cargo 
Handled

Other Services Provided Year
Est.
in 
P.R.

Top Executive
Title
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1/1 Crowley Liner Services Inc.
(787) 729-1300 / (787) 729-1179
www.crowley.com

Isla Grande Airport
Isla Grande Terminal
Santurce 00907

219,106 43,390 175,716 210 Dry & refrigerated 
containers, tanks, 
vehicles, heavy-lift & 
oversized cargo

Complete documentation,  
cargo tracking via Internet 

1954 Roberto Lugo Jr.
Vice President/
 General Manager, P.R.

2/2 Horizon Lines of P.R. Inc.
(787) 622-6600 / (787) 620-7857
www.horizonlines.com

Metro Office Park
Metro Office 3, Suite 400
Guaynabo 00968

218,000 52,000 166,000 350 Containerized cargo Terminal port operations 1958 Jacob M. Wegrzyn
Senior Vice President/
 General Manager, P.R.

3/3 Sea Star Line
(787) 721-2330 / (787) 724-0880
www.seastarline.com

1225 Ponce de León Ave.
Suite 804
Santurce 00907

145,630 29,038 125,515 52 Pharmaceutical & food 
products, department 
store merchandise, 
livestock, vehicles

Eastern Caribbean & U.S.V.I.
operators

1998 Ned Lagoy
Vice President/
 General Manager

4/4 Trailer Bridge Inc.
(787) 774-6340 / (787) 774-6386
www.trailerbridge.com

Metro Office Park
Metro Office 7, Suite 302
Guaynabo 00968

97,967 21,704 76,263 31 Containers, trailers, 
new & used vehicles, 
heavy equipment, boats

U.S. inland transportation, 
U.S. flag service to 
Dominican Republic

1991 Jeff Rivera
Sales Director 
Caribbean Region

TEU - Twenty-Foot Equivalent Unit, refers to the length of the trailer or container.
Unless otherwise noted, all information was provided by the companies.
Research by José F. Lugo Rivera
Copyright © 2009 CARIBBEAN BUSINESS
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