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Disclaimer

The Puerto Rico Fiscal Agency and Financial Advisory Authority (“AAFAF”), the Puerto Rico Aqueduct and Sewer Authority (“PRASA”), the
Government of Puerto Rico (the “Government”), and each of their respective officers, directors, employees, agents, attorneys, advisors,
members, partners or affiliates (collectively, with AAFAF, PRASA and the Government the “Parties”) make no representation or warranty,
express or implied, to any third party with respect to the information contained herein and all Parties expressly disclaim any such
representations or warranties.

The Parties do not owe or accept any duty or responsibility to any reader or recipient of this presentation, whether in contract or tort, and
shall not be liable for or in respect of any loss, damage (including without limitation consequential damages or lost profits) or expense of
whatsoever nature of such third party that may be caused by, or alleged to be caused by, the use of this presentation or that is otherwise
consequent upon the gaining of access to this document by such third party. The Parties do not undertake any duty to update the
information contained herein.

This document does not constitute an audit conducted in accordance with generally accepted auditing standards, an examination of
internal controls or other attestation or review services in accordance with standards established by the American Institute of Certified
Public Accountants or any other organization. Accordingly, the Parties do not express an opinion or any other form of assurance on the
financial statements or any financial or other information or the internal controls of the Parties and the information contained herein.

Any statements and assumptions contained in this document, whether forward-looking or historical, are not guarantees of future
performance and involve certain risks, uncertainties, estimates and other assumptions made in this document. The economic and financial
condition of the Government and its 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 Government and its agencies and instrumentalities, but also by entities such as the government of the United States.
Because of the uncertainty and unpredictability of these factors, their impact cannot be included in the assumptions contained in this
document. Future events and actual results may differ materially from any estimates, projections, or statements contained herein. Nothing
in this document should be considered as an express or implied commitment to do or take, or to refrain from taking, any action by AAFAF,
PRASA, the Government, or any government instrumentality in the Government or an admission of any fact or future event.

Nothing in this document shall be considered a solicitation, recommendation or advice to any person to participate, pursue or support a
particular course of action or transaction, to purchase or sell any security, or to make any investment decision.

By accepting this document, the recipient shall be deemed to have acknowledged and agreed to the terms of these limitations.

This document may contain capitalized terms that are not defined herein, or may contain terms that are discussed in other documents or
that are commonly understood. You should make no assumptions about the meaning of capitalized terms that are not defined, and you
should consult with advisors of AAFAF should clarification be required.

Number may not add due to rounding @ ‘M""’"“““"“""‘“‘”‘“"""
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Important

= The purpose of this submission is to comply with Oversight Board mandated deadline of January 10, 2018 for
submission of a draft amended and restated fiscal plan. As set forth below, certain challenges make submission of
a fully developed fiscal plan at this stage difficult if not impossible. This submission is a draft for all intended
purposes. PRASA, AAFAF and the Government of Puerto Rico reserve the right to make revisions and changes as
necessary, at their entire discretion.

= The projections included herein are based on PRASA’s and AAFAF best estimates considering the limited
information available, as well as the limited timeframe provided to prepare this amendment to the Certified Fiscal
Plan.

= The assumptions presented for projected billings reduction, including macroeconomic forecast impact, the
deficient service credit, the collections rate and other variables will be updated as more information becomes
available. However, a minor change on any of these variables may significantly affect the revenue projections
included herein.

= At this time PRASA neither AAFAF can provide certainty on the total impact that Hurricanes Irma and Maria had on
the financial projections, specifically on revenues, expenses and on the capital improvement program; nor of the
funding amounts to be recovered from the insurance coverages and from FEMA. PRASA and AAFAF continues to
assess and estimate the damages suffered, and is currently working with its Insurance providers and FEMA.

= The projections included herein do not reflect the potential impact from the Tax Reform approved recently by the
US Congress, neither from potential drought, new hurricanes or other natural disasters.

= Based on the amount of uncertainties of the impact of Hurricanes Irma and Maria to PRASA and to the economy of
Puerto Rico, the projections presented herein are subject to material changes. Q o
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Backgrou

M In recent years, PRASA has incorporated a series of initiatives to both:

® improve revenues
@ control expenses

with the ultimate goal of delivering sustainable and high-quality
services to its customers.

M The results achieved are the product of PRASA’s commitment to
becoming a self-sustainable entity, even while the Government’s
economic situation worsens.

B On the one hand, PRASA has managed to sustain its revenues and control its expenses. On the other,
PRASA’s rate structure was designed to provide sufficient funds to cover all of its operating expenses and
current and projected debt service, but the CIP has been historically funded with external financing,
including federal funds.

B Recently PRASA faced the following major challenges:

e Critical drought period experienced in ® PRASA's facilities and financial situation was severally
FY2015 mandating island-wide water affected by two Major Hurricanes in FY 2018
rationing programs

.. . . e Hurricane Irma (August 2017)

® Declining population and consumption @ o Hurricane Maria (September 2017)

® |ack of market access to finance the Capital

Improvement Program since 2012
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Revised Fis

=

B On August 25, 2017, the Fiscal Oversight Management Board (the Oversight Board) approved
and certified PRASA’s Fiscal Plan (the Certified Fiscal Plan) as modified to incorporate the
Oversight Board recommendations from April 28, 2017 initial Fiscal Plan approval and
certification (which was conditioned to the incorporation of three amendments submitted by
PRASA on May 28, 2017).

B At the direction of the Oversight Board, PRASA with the advice of AAFAF and its financial
consultants has prepared this Revised Fiscal Plan, which supersedes the ones presented in the
past, to include updates and reflect the projected impact of Hurricanes Irma and Maria on the
projected revenues, expenses and Capital Improvement Plan

M This Revised Fiscal Plan will cover a 5-year period, starting on FY 2018, instead of 10-years as
included in the prior certified Fiscal Plan

* The timeframe reduction for the Plan was adopted to comply with the Oversight Board
requirements

* The Plan will be affected by many uncertainties surrounding the island’s economy and
PRASA’s recovery process in the aftermath of the Hurricanes, therefore, PRASA, AAFAF and
the Government of Puerto Rico reserve the right to make revisions and changes as

necessary, at their entire discretion.

At the time of preparation of this Fiscal Plan, there are still many uncertainties regarding the
financial projections due to several unknowns, including, but not limited to: reduction in customer

accounts and water consumption, collections behavior, total CIP requirements to restore the
service and federal funding availability/assignments

uoIldNpoJlu|




mrrican

REVENUES
Billings and collections are expected to be materially reduced to reflect not only a

credit for the period PRASA was not able to provide services, but also for the
reduction in customer accounts and consumption due to the economy contraction

and population migration

uoIldNpoJlu|

EXPENSES
Some expenses are expected to be reduced, as for example the electricity cost;

but, on the other hand and at a greater scale, other expense categories will be
materially increased including: diesel costs for power generators used to operate
facilities, security, chemicals and overtime

CAPITAL IMPROVEMENT PROGRAM (CIP)
The CIP has is expected to materially increase to incorporate the costs for system

restoration and rebuild after the Hurricanes

INSURANCE & FEMA FUNDS

\ FEMA and insurance proceeds are expected to partially finance qualifying CIP
projects as well as a portion of the incremental operating expenses (timing and
structure for these proceeds are currently under development/negotiation)

i!
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Top Chall

Major challenges to reestablish water and sewer services

" PREPA’s electric power system collapse, service interruption in most facilities

" Lack of fuel for emergency generating units and equipment

sauedliuin

" Shortage of emergency generating units (EGUs) — too many affected facilities

" Loss of communications (internet, telecommunications, etc.)

" Electrical component damages due to wind and flooding

" Need of increased security services to ensure protection of facilities, including generators
" Reported and assessed damages (various levels) to most facilities and equipment

" Water intakes blocked or collapsed

" Collapsed trunk sewers and sewer collection pipelines
" Qverflows

®  Blocked access to installations

" Reservoir levels management

" Utilization of alternative water supply sources
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As of 1/5/2018
Clients

Evolution of Clients with Service

100.00%

ARV AV 1,229,365

80.00% os%
70.00% ,‘-\-AAV/-& 5493,?5 g total PRASA clients

50.00% 38 days
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Evolution of clients with service shown intermittences are due to power service interruptions

sauedliuin

Immediately after Hurricane Maria all PRASA systems were out, no clients had service
(except for clients with water storage tanks or served by PRASA water tanks, which had service for the
period the tank water level allowed)




PRASA S

PRASA’s system complexity, including the large amount of facilities and its distribution
throughout the island, make the recovery efforts a major challenge, which required great
efforts to achieve high levels of service promptly, even more when currently around 60% of
the facilities do not have electric service

sauedliuin

114 WATER TREATMENT
8 DAMS 1,562 WATER TANKS PLANTS 254 WATER WELLS

143 WATER INTAKES 51 WASTEWATER 883 WATER PUMP STATIONS
14,753 MILES OF WATER PIPELINE TREATMENT PLANTS 714 WASTEWATER PUMP STATIONS
5,994 MILES OF WASTEWATER
PIPELINE
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As of 1/3/2018

Energy §

—— | ==

Facilities with and without Energy by Region

100%

Without PREPA: 57%
80% — .

. o S 2

60% Without Energy: 13 /0 2 =
40%
20% Energy Status per Facility Type
0% - Other | .

East Metro North West South

w With PREPA  m With Generator m Without Energy Wells

Waste Water Pump Station

‘ Water Pump Station

Waste Water Treatment Plant |

B

Water Treatment Plant




As of 1/8/2018

Water Treatment Plants 96% 9
. in operation Wastewater Treatment Plants 1905’
Total Plants: 114 i Total Plants: 51
18 Out of Operation: 4 ie Qut of Operation:0

East North

®Win Operatlon | Outof Operation

Note: Information for water pump stations recovery is
not currently available as the information is being
gathered for around 1,000 sites
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Restoration of the potable water system, the operation of the treatment plants and wells.
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South

East

Wastewater Pump Stations

36 | ze

East Metro North Waest
® In Operation ™ Out of Operation
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Total Pumps: 715
Out of Operation: 70
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The operation of the commercial offices is critical to normalize billing and collection
activities

Still Closed @ Open
Commercial Offices Commercial Offices

As of 1/5/2018

10edw|
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asis - Wat
Customers

One of PRASA’s priorities during and after the emergency was to supply water to the population in
need

143 MAXIMUM

OASIS

200
150

100

N — in the peak period

: S (Oct 15, 2017)

26-Sep  3-Oct  10-Oct 17-Oct 24-Oct 31-Oct 7-Nov 14-Nov 21-Nov 28Nov 5-Dec 12-Dec 19-Dec 26-Dec

customers served
during the
emergency

50

e Pyblic Faucets — =====Blisters Fixed —em===Rounds

As of 12/31/2017
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Continue Recovery phase to
sustain and resume operations
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Continue efforts to obtain all
information needed for FEMA
and insurance claims

@ Continue EGU logistics

Continue efforts to repair all

damaged infrastructure

f(ls. Establish a timeframe to
A normalize operations
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Environmental
Compliance




EPA Was

" |n accordance with the provisions of Section XXVII, Force Majeure, Paragraph 108 of the Consent
Decree (CD), PRASA notified EPA and DOJ on September 5 and September 18, 2017 of force
majeure events related to Hurricanes Irma and Maria, respectively

= PRASA stated that said events could potentially cause delays and compliances concerns regarding
PRASA facilities, projects and activities

® Pursuant to Paragraph 107 of Section XXVII, PRASA informed that to mitigate non-compliance with
the CD, PRASA’s Emergency Response Plan (ERP) had been activated

= PRASA cautioned that despite the activation of the ERP, the effects of the hurricanes may affect its
ability to respond promptly and efficiently

—0

September 5, 2017 September 6, 2017 September 7, 2017 September 17, 2017 September 18, 2017
Hurricane Irma Force 3,788 clients without 221,214 clients Hurricane Maria and Hurricane Maria
Majeure Notifications water service without water activation of ERP Force Majeure

(DOH, EPA and EQB) service Phase 119.2 — Initial  Notifications (DOH,
Alert EPA and EQB)
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PA Was
Summar

Penalties
No penalties are expected due to hurricanes because of force majeure
invocation

sauedliuin

Consent Decree

PRASA expect to negotiate new due dates with EPA considering the
Hurricanes impact on previously agreed timelines and the current
emergency priorities

Reporting and Process Control

All activities related to daily based compliance procedures are expected
to be normalized starting on January 2018
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The Baseline Projections include the expected impact of all the ongoing initiatives,
as modified to include the impact of the Hurricanes.

The main assumptions used to determine the projections for the four components

of PRASA’s model are explained throughout this Section, comparing the
assumptions Pre and Post Hurricanes.

Revenues Expenses ;

Program Service

{ |
E=—]
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baseline
Projections

Revenues




Revenu
‘Base FY

FY2017 Customers Breakdown FY2017 Revenue Breakdown

0. 1%ﬁ‘ 1%

1.2
million
clients

i i ® Residential
w Residential

= Commercial ‘ R $1 Billion
! in % Industrial

u Commercial

= Industrial

® Gobierno Ar;lnual = Government
9% | Billings

After the Hurricanes, the revenue projections have been materially affected, not
only for FY2018, but there is also a significant reduction on subsequent years as
a result of the expected decline in population and also, in a minor proportion,
by the contraction of the economy, among other things.
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Revenues for the months of July to November reflect actual collections

General /

Revenues

To project future revenues, actual data of billings as of December 31, 2017 was used

= Covering around 70% of PRASA’s customers

Projected revenues for January 2018 to June 2018 were estimated applying the following

factors:

Delayed billing process (meter readings are performed manually and it takes PRASA 60
days and 40 bi-monthly plus 18 monthly cycles to close a full billing period — See prior

slide)

Actual consumption reduction as a result of: (a) the period with service interruptions
and (b) the expected decrease in population and GNP indicators considering the new

macroeconomic indicators provided by AAFAF
e Expected deficient service credit

a Expected increase in claims due to:

a)

b)

Higher percentage of estimated water consumption (as meters
may be inaccessible, damaged, etc.)

Application of deficient service credit, as may be isolated
clients who may experience service deficiencies for a longer
period than the ones in their service area

suoi3oafoud




Delayed B

Pre-Maria Readings:

On November 2017, PRASA issued the Second Bills outstanding from meter readings
reflecting water consumption from mid-August to mid-September which were due to be
issued between mid-September and mid-October SEGUNDA FACTURA e e

~.--__.»,— taze3c

Payment term was extended from 21 to 30 days

[rCnaCTTIN. 1ew o AT TR 1000 A O | P i 5 BAYY
CONSUMO PRE-MARIA )
0T Ao AGE Y R e A MU dr o I racasge O

Post-Maria Readings:

PRASA restarted its meter reading two months after the last bill cycle issued before the
emergency

After meter readings restarted, the bi-monthly clients will be billed covering a 120-day
consumption period.

As usual, the billing is divided into two bills, for example:

*  Clients with meters last read on July 20, 2017 were not read on September 20, 2017
and will be read again on November 20, 2017, covering a period from July 21 to
November 20.

The full reading cycle will be finished around January 15, 2017: each labor-day a different
cycle is read, and PRASA needs 60 days to read all its meters

,,,,,

Payment term for customers was extended from 21 to 45 days

o
=
S.
1]
(@]
=h
(@]
>
(%]

It Auitmithy

26



Macroec

Revenues

BASE BILLING TREND ADJUSTMENT

= Based on economic indicators provided by the Central Government economists, the billing trend

was adjusted as follows:

Residential Accounts
The annual billing reduction was modified from 0.25%
reduction per year to the numbers included below reaching
over 10% by FY2022 based on the expected population trend
and its impact on projected billings

Non Residential* Accounts:
The annual reduction was modified from 0.25% reduction per
year to the projected GNP which is expected to decrease
11.6% on FY2018 and gradually recover thereafter

D

Billing Reduction (cumulative)
Residential

2018 2019 2020 2021 2022
0.00% -0, 75%: z o
-2.00%
-4,00%
-6.00%
-8.00%
-10.00%
-12.00% -
-14.00% o
-16.00% M
-18.00% TR:06%

-20.00%

= 4 a5
il - +25%

Post-Maria Projected Billing Decline

Pre-Maria Projected Billing Decline

Post-Maria Projected Population Dedine

* Commercial, Government and Industrial Accounts

-10.00%

-12.00%

¥

Billing Reduction (cumulative)
Non-residential

2018 2019 2020 2021 2022

0.00% -0.75% -1.00%

-1.25%

0.25% -0.50%

-2.00%

-4.00%

-6.00%

-8.00%

-14.00%

Pre-Maria Post-Maria

e %
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Revenues

Deficien

0=

As required by PRASA’s regulations, a deficient service credit it is being applied to clients
without service

The credit is projected based on the quantity of days without water service

PRASA assumed the following billing reductions based on the expected credit to be applied

to customers.
® The gradual reduction reflects PRASA’s expectancy of level of service
® The deficient service credit for November and December billings was around 20%

Clients Without Service [Deficient Service Credit)

16.0%

15.0%

14.0%

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

0.0%

0.0% - : - - - ‘
Jan-18 Feb-18 Mar-18 Apr-18 May-18 Jun-18 Jul-18

Deficient Service Credit
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Revenues

Expectec

A higher amount of claims is projected during FY2018 as a result of potential:

a)

b)

Higher percentage of estimated water consumption (as meters may be inaccessible,
damaged, etc.)

®*  PRASA conducted an assessment of a sample size of customer meters in the Metro Region to determine
the conditions of these assets post-Hurricanes

®  Results of this sample show that approximately 1.5% of its meters may not be functional

Incorrect application of deficient service credit, as may be isolated clients who may
experience service deficiencies for a longer period than the ones in their service
area |

Expected Incremental Claims

3.5%

3.0%

2.5% Expected impact of
2.0% claims resolution
benefitting the clients

1.5%

1.0%
0.5%

0.0% ! v ' T ! : : . . .
Jan-18 Feb-18 Mar-18 Apr-18 May-18 Jun-18

Projected Claims

e %
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Projectec

Revenues

For the certified Fiscal Plan and as recommended by the Oversight Board consultants, the
collection rate applied for all customers was 96%

For the Revised Fiscal Plan the collections rates were adjusted to reflect current economic
situation and the liquidity crisis for most of the Government accounts, as follows:

Projected Collection Rate
Residential Accounts

2018 2019 2020

98.00% -

96.00%
94.00%
92.00%
90.00%
88.00%
86.00%
84.00%
82.00%
80.00%
78.00%

Post-Maria

Pre-Maria

120.00%

100.00%

80.00%

60.00%

40.00%

20.00%

0.00%

Projected Collection Rate
Governmental Accounts

2018 2019 2020 2021 2022

Pre-Maria Post-Maria

The collections rate was applied based on a collection curve considering the extension of

the payment terms mentioned previously

= PRASA anticipates full recovery of the projected collections rate in a 3-month period
for the remaining of FY 2018 and 2-months thereafter
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Revenues

Net Billings Collections
Projected Billings Projected Collections
S$'Millions S'Millions
1,200 1,200
1,000 1,123 1,119 o 1,113 o 1,110 o 1,107 " 1,000 1,075 1,069 1,066 1,063 =
200 . 800 ) = = - o
- o
= =
400 400 g D
200 200
FY2018 FY2019 FY2020 FY2021 FY2022 FY2018 FY2019 FY2020 FY2021 FY2022
M Pre-Maria ® Post-Maria M Pre-Maria M Post-Maria
Reduction in Billings for the 5-year Reduction in Collections for the 5-year
period period

S579M = 10% S883M = 17%




.
Adjusted C

Pre-Maria $ 1,079 $ 1,075 $ 1,069 $ 1,066 $ 1,063 $ 5,352
Post-Maria 757 890 928 941 952 4,469
Insurance Proceeds (Bl) 25 25 - - - 50
Change $ $ (96) $ (@(@60) $ (141 $ (@25 $ (@Q12 | % (833)
Change % -27% -15% -13% -12% -11% -16%

After applying the assumptions explained throughout this section, revenues are
projected to be $833M less than expected for the 5-year period, even after
netting the business interruption insurance proceeds

Major drivers for revenue reduction:

1) Population and consumption projected decline
2) Adjustment for deficient service
3) Increase in uncollectible accounts
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Expense
' Compone

Expenses Ditribution
Based on FY2019 Projections 2/3 of the budget is for Payroll and
Electricity Costs

When adding Maintenance and Chemicals,
the four categories represent 76% of the
total budget

% proTssssnal SEAEES Other Expenses Breakdown

= Materials & Supplias
= Insurance

= Billings & Collections

= o s [T Services / Licenses
® Payroll and Related, Net W Electricity

B Maintenance & Repair B Chemicals = Technical Assistance
B Other Expenses = Water Purchase
m Securnty
= Asphalt materials and
services®

m Fuels and Qils

= Rentals
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Expense
Payroll

Headcount

Projected Headcount

6,000
5,000

4,000
3,000
2,000
1,000

FY2018 FY2019 FY2020 FY2021
W Certified Fiscal Plan ~ m Revised Draft Fiscal Plan

Fy2022

S44M* in savings during the 5-year projected
period as a result of:
1) Headcount reduction: $11M
2) Pension cost PayGo revision based on
FY2018 invoice from ERSZ: $35M reduction

Increase in Overtime as a consequence of the
Hurricanes impact is presented under a separate line
(Hurricanes Impact on OPEX)

1Presented net of expense capitalization
2 Government Employee’s Retirement System

Payroll Cost

Employees were reduced to 4,900 starting
in FY2018 for the revised Fiscal Plan based
on current headcount levels and
projections

Payroll and Related, Net
(in $'Millions)

$350

300
5 325.2, 316.5303 13197 312. 322.4316.o[E329-1324.0
$250
$200
$150
$100

$50

50

FY2018 FY2019 FY2020 FY2021 FY2022

W Certified Fiscal Plan ~ ® Revised Draft Flscal F’Ian

.v' '4

o B
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Key Assumptions:

8

Million kWh
W B U~
88888

B 8

5200

$150

$100

$50

$0

Projected Electricity Consumption and Rates

FY2018

FY2018

FY2019 FY2020 FY2021

== Pre-Maria Projected Consumption (in Million kWh)
=== Post-Maria Projected Consumption (in Million kWh)
—0— PREPA Pre-Maria Rates (in $'cents)

—@— PREPA Post-Maria Rates (in $'cents)

Projected Total Cost

Electricity Cost
(in $'Millions)

FY2019 FY2020 FY2021
M Certified Fiscal Flan W Revised Draft Fiscal Plan

FY2022

FY2022

v PREPA Projected Rate: Based on PREPA’s projections
of the blend of rates applicable to PRASA starting on
FY2019 (FY2018 rate was estimated at the average of
FY2017 rate and projected FY2019 rate)

v" Consumption: Adjusted to reflect the reduction in
electricity usage on FY2018 as a result of electric
service interruption and internal energy savings
initiatives resulting in an estimated total consumption
reduction of 0.5% per year

v Energy from PPA is projected to increase to 38M kWh

by FY2022

S$149M or 18% in savings for the 5 years as a result of:
1) Reduction in consumption for FY2018 as a result of
the service interruption after the Hurricanes
2) Change in PREPA projected rates
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Key Assumptions:

v’ For FY2018 the maintenance cost was reduced based on the assumption that a portion of the
maintenance works will be performed resulting from the emergency

v’ Future reduction in this category reflecting the improvements to the System after the increased

S$22M or 8% in savings for the 5 Maintenance
years as a result of: (in $'Millions)
1) Performance of emergency 560
repair and maintenance $50
under the Hurricanes Impact $40
line $30

529 519

2)

Increase in CIP requirements

capital requirements resulting from Hurricane damages
54.5 S
495 50.2

to restore the System which 520
is expected to reduce the 510
maintenance costs S0

FY2018 FY2019 FY2020 FY2021 FY2022

m Certified Fiscal Plan m Revised Draft Fiscal Plan

suol323foud
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Key Assumptions:

v For FY2018 the chemicals cost reflect a net reduction based on lower volume of water treatment,
despite the incremental chemicals costs resulting from the Hurricanes impacts, which are

presented on a separate line

S2M or 1% increase for the
5-year projected period,
basically reflecting the
inflation impact and a stable
level of chemicals
consumption

$40
$35
$30
$25
$20
$15
$10

S5

S0

Chemicals
(in S'Millions)

329 332 337 33.7 [ 336 34.2 M 340 347
28.8

FY2018 FY2019 FY2020 FY2021

m Certified Fiscal Plan ~ m Revised Draft Fiscal Plan

FY2022
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Expense

' Other Ex

Other expenses were revised, adjusting FY2018 based on year-to-date results under the
current situation and considering existing expense levels and then adjusting FY2019 assuming

return to normal level of operations and requirements

Reduction of $79M or 9% Other Expenses
during the five year period as a . (in $'Millions)
200

result of:
1796, 182.0
1) Reduction by $39 million on $150 : 1753, 177:64 s
FY2018 as a result of the :

. . : $100
Hurricanes impact (services
delayed or refocused to the $50

emergency and included in the

Hurricanes Impact on OPEX line) 50
FY 2018 FY 2019 FY 2020 FY 2021 FY 2022

2) Reduction on FY2019/22 by an
average of S10M per year

m Certified Fiscal Plan m Revised Draft Fiscal Plan

Increase in Other Expenses as a consequence of the Hurricanes impact is presented under a separate line
(Hurricanes Impact on OPEX)
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urricane
Expenses

Operating expenses were materially impacted by the hurricane, as explained previously,
some expense categories has been reduced but others increased significantly

For the financial projections a 90% recovery rate of incremental expenses from insurance
proceeds or by FEMA funding was considered

The projection of the total incremental expenses reflect the best estimate as of December
31, 2017 based on information submitted or to be submitted to FEMA

= Many uncertainites and unknown information may materially change the estimation
presented herein

As presented in the Hurricanes Impact section, the major components of the incremental
expenses are:

= Electric generators costs, including maintenance, diesel logistic and supply for facilities
= Qvertime for employees working on tasks related to the emergency

= Costs of the Emergency Operations Centers, including equipment costs (fleet and
others)

= Security services at facilities

= |nsurance deductible K \

=  Water distribution services, including oasis
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Hurrican
Expenses

= A summary of the projected incremental emergency (categiries A&B) expenses is included

below: [ Emergency Operations ]
FY2018 Center Costs
Expense Group (in $'000)
Generators (Maintenance, Diesel, Logistics, etc) $ 203,246
Auxiliary backup generators (notincluded in 38,009 -~
Payroll and Benefits (Overtime) 33,258 o
Emergency Operations Center 26,266 a
Insurance Deductible 25,000 g'
Security Measures 18,701 @
Water Transport - Oasis 17,489
Supplies and Commodities 8,119
Emergency Repairs 8,035
Environmental Preservation and Public Safety 5,174
Vacuum Trucks 5,000
Temporary Facilities & Communications 5,178 & Force Account Equipment
Debris Removal 2,075 'w Emergency Access
R LT, e

m Purchased & Leased Equipment
W Meals & Others

= The total amount is included on FY2018 under the line Hurricanes Impact on OPEX, which is
then netted by the expected level of reimbursement from FEMA/Insurance proceeds,
projected at 90%

= Therefore the net impact was modeled at around $40 million

m Pusrdo Rico Agueduct and Swwer Aujhmthy
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Inflation

Except for Payroll and Electricity cost, all other expenses for FY2019 thru FY2022 were
projected applying the inflation rate, as provided by the Government and the Oversight

Board economists

Some specific categories were then further adjusted based on their specific

particularities for example :

* Insurance premiums which are
expected to materially increase after
the Hurricanes

*  Maintenance and repairs, as the cost
may increase as a consequence of the
hurricanes in the assets, mostly for
underground pipelines for which a
higher amount of breakages is
expected

. Professional, technical, IT and
consulting services required to comply
with the increased information and
reporting requirements

2.50%

2.00%

1.50%

1.00%

0.50%

0.00%

Projected Annual Inflation Rate

2018 2019 2020 2021 2022
2.15%
g3% 1.549%
e 1.42% 1.43%
: //_/’/fs-i%
1.17% 1:13%
0.97% 0.99%
Pre-Maria Post-Maria

ALty
2 G
* -
. ‘\".‘
JeoN

o e =

suoi3oafoud

M Puseto Bl Atueduct wad Suwet Aulssitty

42



aseline F s
Expenses

= The baseline expenses are projected as follows:

Revised Certif FP
5-year 5-year 5-year
in$'Millions FY2018 FY2019 FY2020 FY2021 FY2022 Total Total Change %

Payroll and Related, Net $ 308.1 $ 3081 §$ 3122 S 3162 S 3241 S 1,568.7 $ 16129 S (44.2) -3%
Electricity 114.1 141.7 143.9 1499 152.1 701.7 S 850.8 S (149.1) -18% |a
Maintenance & Repair 51.0 48.1 48.8 495 50.2 247.6 S 2700 S (22.4) -8% ‘FOD'
Chemicals 28.8 33.2 33.7 34.2 34.7 164.6 S 1663 S (1.7) -1% g’-
Other Expenses 135.3 165.1 167.7 170.0 172.5 810.6 S 8893 S (78.7) -9% =
Hurricane Impact on OPEX 395.6 - - - - 3956 S - S 3956 N/A
FEMA/Insurance Reimbursement (356.0) - - - - (356.0) S - S (356.0) N/A
Operating Expenses $ 6769 $ 6962 $ 7063 $ 719.8 $ 7336 $  (2565) -7%

Total Operating Expenses projections reflect a reduction of $256M or 7%, mainly
as a result of:
1) Lower level of headcount and revised Pensions PayGo cost
2) Reduction in electricity consumption and cost
3) Reduction in Other Expenses, including maintenance, professional services
and third party service costs, mostly on FY2018
4) Net increase of expenses related to the Hurricanes impact
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Capital
Improvement
Program




Capital |
Program

The CIP is expected to be funded in its entirety with Operating Revenues for the Baseline
Projections, and as PRASA’s current rate structure has mostly not been designed to finance
the CIP, a financial gap or need is presented for each year covered by this Fiscal Plan.

For simplified presentation purposes, the CIP included in the Baseline Projections already
incorporates:

= Raftelis Financial Consultants recommendation regarding increase in the Renewal and
Replacement Program

= Elimination of the small meters replacement (as it will be financed by the Customer
Service P3 Project as proposed in the following section)

The total CIP presented in the baseline projections:
= Reflect the Hurricanes impact by S720M for the projected period

= |ncludes the payment of S60M owed to contractors during FY2018
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-year
Total

In $'M////on5 FY2018 | FY2019 | FY2020 | FY2021 | FY2022

Emergency / PermanentWorks S 65.2 $ 2544 S 1426 $ 1662 S 91.7 S 720.1|:> Direct impact of the

Renewal & Replacement 86.4 76.1 89.7 91.7 139.0 483.0 Hurricanes

Mandatory Compliance 16.6 24.7 65.6 47.3 21.7 175.9 [ ]

Non Mandatory Compliance 2.8 3.9 10.0 37.2 57.1 110.9

Optimization & Emergencies 215 22.2 20.8 18.9 20.5 103.9 o

Fleet & IT 21.2 18.0 19.0 17.3 16.2 91.7 Meter Safety & Others %

Quality 1.2 5.9 11.7 22.7 31.9 73.4 REP'aceme“tE (‘1% g*-
J >

Meter Replacement 4. O 4, 5 4. 5 4. 5 4. 5 22.0

Safety & Others 19.0
$ 2197 $ 4127 $ 3666 $ 4109 $ 3899 $1,799.8

Outstanding Debt Payment 60.0 - 60.0

$ 279.7 | $ 412.7 $3666 $4109 $3899 $1,859.8 )

Emergency /
Permanent
Works
40%

Renewal &
Replacement

Pusrdo Blco Agyeduct and Swwet Auihmithy
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= For the baseline projections the CIP is assumed to be fully funded by PRASA Operating
Revenues except for:

=  FEMA/Insurance Proceeds for projects to restore the system, estimated at 90% of the
projected capital costs included in the Emergency/Permanent works lines

= This assumptions will be updated once more information is available to segregate
emergency works from permanent works

suoi3oafoud

= A summary of the projected required sources for the CIP by year is included below:

In S'Millions
Sources of Funds || AF2018 | AF2019 | AF2020 | AF2021 | AF2022 T:ta;:r %
-y

FEMA/Insurance 58.7 229.0 1283 1495 825 $ 648.1 35%
SRF - - - - - - 0%
RD - - - - - - 0%

221.0 183.7 238.3 261.4 307.4 1,211.8 65%

Operating Revenues
$279.7 | $412.7 | $366.6 | $410.9 | $389.9 | $1,859.8 | 100%
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Major CI

# Projects
with Cash FY2018 thru
In S'Millions Flow 2022

CIP - Certified Fiscal Plan S 1,261.2
Additions to restore the system 179 720.1
Other additions 5 9.3
Eliminated Projects -5 (7.8)
Postponed/ Delayed Projects -64 (69.8)
Increase in budget 29.9
Reduction due to project delay (142.9)

Revised Fiscal Plan

PRASA will seek to negotiate with EPA new due dates base on
the hurricane effects on the previous timeline established and
considering current emergencies priorities.

Includes categories C thru D for
FEMA Public Assistance
Program. This estimate does
not account for hidden
damages to PRASA’s assets,
nor does it account for
mitigation elements that may
be added to each facility to
increase protection/resiliency.

The lack of financing had a
domino effect on the CIP and
64 projects (14 which are
mandatory ones) were
postponed after fiscal year
2022.

lenser
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Build Back

Water & Total

Project Objective Water Resiliency
In S' Millions Control Wastewater Projects (SM)

Water service reliability S 1,608.8 S

Wastewater treatment reliability - 380.6 380.6

Intake relocation 148.3 - 148.3 -
Increase dams safety 46.8 - 46.8 75;
Overflows elimination - 15.5 15.5 %’

Total Resiliency Projects S 18039 S 396.2 S 2,200.0

From the total, $73M are included in the 5-year CIP, mainly for: Resiliency Projects by Objective

= Valenciano WTP: S20M 2% 1%
= Dorado Sewer Trunk: S15M
= Enrique Ortega WTP Improvement: $14M

Resiliency Projects will be executed only if federal
funding is available for 100% of the amount

If PRASA should contribute a 10% state match, the
financial need would increase by $212M (not included in

the financial projections included herein) W Water service reliability = Wastewater treatment relaibility
u |ntake relocation « Increase dams safety
7 Overflows elimination s .
ga‘: ‘ m Puseto Bl Atueduct wad Suwet Aulssitty
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Financing and Debt

Service




Since PRASA has not been unable to access capital markets to obtain financing for its CIP due to both
internal and external factors, no additional financing for the CIP (including federal funds) are projected to
determine the Initial Financial Need or Baseline Financial Projections, except for FEMA and insurance

proceeds projected to pay for:

= 90% of incremental operating expenses due to the Hurricanes Impact

= 90% of emergency and permanent works included in the CIP (until FEMA approves the classification
of each project)
As previously discussed, in the past, the Authority received $S60 million in federal funds per year, on
average, to fund its CIP from USEPA State Revolving Fund (SRF) and from USDA Rural Development
Programs
Currently, the availability of such funds is frozen, as PRASA’s debts with both programs are subject to
Forbearance Agreements

Clean Water| |Rural =

State Revolving Fund Developme Nt

,,,,,

D224

F [} [}
I n a n c I n Financing and
Debt Service
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Debt Ser

The Baseline Financial Projections assume the full payment of all the current debt outstanding,

except for the GDB Term Loan:

Lien Level Debt

Balance as of FY 2017

June 30,
2017

Debt Service

Senior and Sr Sub 2008 Revenue Bonds - Series A S 12763 267% S 89.2
2008 Revenue Bonds - Series B 224 0.5% 1.4
2012 Revenue Bonds - Series A 1,768.4 37.1% 91.8
2012 Revenue Bonds - Series B 230.5 4.8% 48.4
Popular Auto Loan 1.6 0.0% 1.4
3,2993 | 69.9% | 2322
Commonwealth  Rural Development Bonds " 3926 82% 253
Guaranteed State Revolving Fund'? 5813 12.2% 37.9
Indebtedness 2008 Ref Bonds - Series A&B 2848  6.0% 17.2
1,258.7 | 26.7%
Cso Superaqueduct Debt ®) | 162.7 | 3.4%
Total prior PFC & GDB 4,720.7 100% @ $ 321.6
Debt not covered by  GDB Term Loan ¥ 65.5
MAT PFC Debt ©* 248.5

s 503458

) pebt held by US Department of Agriculture
@ pebt held by the Environmental Protection Agency
) pRASA agreed to pay this debt, issued by Public Finance Corporation (PFC) if sufficient funds were available.

However, this is not a general obligation of the Authority and is otherwise payable from appropriations received from the Government

“) GDB term loan is subordinated to all other PRASA's debt and therefore no payment was considered
for the Baseline Projections. At the same time, PRASA has $14.3Mdeposited at GDB, mainly restricted

funds, which are also not considered to be available under the Fiscal Plan

) Debt issued by PFC not paid by the Authority and is serviced directly by PFC. PRASA accounts its portion for accounting purposes only,

but has no responsibility for its payment

100%

Financing and
Debt Service

%

0%
0%
28%
15%
0%
72%
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25%
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Financial

The initial Financial Need for the projected period, including all PRASA outstanding
obligations, amounts to $2 billion, an increase of $450M or 29% when compared with
the prior Fiscal Plan

Revised FP J Certified FP | 5-year
in $'Millions FY2018  FY2019 FY2020  FY2021 FY2022 | (1/10/18) (8/25/17) Change | %Var

Operating Revenues 782.3 915.5 927.9 941.1 951.7 4,518.5 5,352.0 (833.5) -16%
Senior and Senior Sub Debt * (232.2)  (230.8) (230.8) (230.8) (230.8)  (1,155.3) (1,155.3) - 0%
Total Net Operating Expenses (676.9) (696.3) (706.3) (719.9) (733.5)  (3,532.9) (3,789.4) 256.5 7%
Operating Reserve Fund® (34.7) (34.8) (36.8) (38.7) (3.4) (148.5) (161.1) 126  -8%
Capital Improvement Fund® (221.0)  (183.7) (238.3) (261.4) (307.4)  (1,211.8) (1,326.2) 114.4 9%
Commonwealth Payment Fund ! (89.4) (90.7) (89.6) (97.0) (97.1) (463.8) (463.8) - 0%

Initial Financial Need (320.8) (4205)| (1,997 (1,583.7)| (4499

NOTES:

1 Debt service for debt currently outstanding, assuming full payment of all obligations
2 Operating Reserve Fund as requirement by the Master Agreement of Trust of 3 months of Operating Expenses, assumed to be

funded at 1/5 or 20% each year (starting on FY2017)
3 Capital Improvement Fund reflect the requirements for the CIP after deducting the portion of the system restoration expected

to be funded by FEMA funds, assumed at 90%.
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Implemented
Initiatives




[ )
Ongoin
PRASA maintains it
initiatives which ar

Revenue Optimization

e 5100M impact on Operating Revenues
Program

Non-Revenue Water ¢ Reduced over 100 MGD in water production since FY2012
Reduction Program (507MGD on FY2017)

® Reduced number of customer’s complaints and service waiting

Improving Customer Service [l

Measuring and Reporting |E Developed a Strategic Plan and standardized KPI system and
KPls metrics

¢ S30M in saving through over 1,000 headcount reduction since

Headcount Optimization FY2008

P

EIectric Power Expense e Over 50M kWh reduction in annual consumption since FY2014 through energy
. savings management initiatives and the Energy Performance Contracts
Reduction « 12M kWh from PPAs
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Continued REdU(?t.I(_)n In ® Reduction of approx. 13 WTPs and 9 WWTPs since FY 2010
Number of Facilities e Closing of 13 commercial offices

v /

v

Pusddo Blco Agyeduct and Swwer Auihmithy
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Note: For more detail on the implemented initiatives please refer to the Fiscal Plan as certified by the Oversight Board on August 25, 2017 57




Gallons per |  Photovoltaic Facility % of consumption Fully independent from
Facility Day (GPD) |Panels Production| Consumption | covered by Solar PREPA grid
Production (kWh/Month) | (kWh per Month) Energy

Vieques WWTP 500,000 27,409 59,667 46%
Culebra WWTP 200,000 44,731 31,491 142%
Arcadia (Vieques) WPS 18,117 63,346 29%

= Under normal operating conditions these facilities are partially or
completely powered with solar energy and the excess is net
metered into PREPAs grid; however, the Hurricane impacted
PRASA's capability to generate and use solar power

= To address this situation, PRASA entered into an agreement with
Solar City Corporation DBA Tesla Energy, to provide the solar
power storage needed to operate these facilities

= All installations were provided with enough Tesla Powerpack units
and the associated inverters to meet the power storage needs of
the facilities so that the solar system could become operational
without the need for the PREPA grid.

““ SoAlERIUl --

= |In the case of the Vieques facilities, which generate less energy
that the energy consumed, additional temporary and ground

mounted photovoltaic panels were installed by Tesla. Q -
58
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Propose

|
\

l

|

Rate Increase . .
Physical Losses Reduction

2 ) P3 Project — Meters/Customer Experience*

3 ) Charge for Paper Bill/Electronic Bill Discount Hydroelectric Power Generation*

Revenues

Expenses

Adjustment Policy Revision

Other Expenses Reduction

New Disconnection Fee

Forbearance Agreements*

10
Superaqueduct Debt

Debt Service and New
Financing

Federal Funds*

* Initiatives not fully under PRASA control, please refer to the specific initiative detail for more information



over 50% or $1,022M

The total impact of the proposed initiatives reduced the Initial Financial Need by

Revised FP J Certified FP | 5-year
In$' Millions FY2018 FY2019 FY2020 FY2021 FY2022 | (1/10/18) § (8/25/17) | Change | %Var

Rate Increase (Net Impact) 2.6 37.7 67.1 97.8 131.7 337.0
P3 for Commercial Services - - (15.2) 12.5 37.9 35.1
Revise adjustment policy 2.0 2.0 2.0 2.0 2.0 10.0
Revenue Enhancing 4.6 42.0 55.4 113.6 172.8 388.3
Physical Water Losses 1.6 5.1 7.3 8.8 9.4 32.1
Hydroelectric Energy - - - - - -

Other Expenses (Act 211-14) 1.1 1.2 2.7 2.6 2.5 10.1
Expense Savings 2.6 6.4 9.9 11.5 11.9 42.3
Forbearance Agreements 59.3 - - - - 59.3
Superaqueduct debt (PFC) 9.0 9.0 9.0 9.0 9.0 45.0
Debt Service Reduction 68.3 9.0 9.0 9.0 9.0 104.3
Federal Funds - 46.9 72.3 87.2 80.9 287.4
Community Disaster Loan 200.0 - - - - 200.0
New Financing 200.0 46.9 72.3 87.2 80.9 487.4

initiatives Net Impact T ozz2 || 27| 2995 | 1% |

340.5
102.5

10.0
460.0

62.5
18.4

9.5
90.4

45.0
45.0

127.3

127.3

(3.5) 1%
(67.3) -66%
- 0%
(71.8) -16%

(30.4) -49%
(18.4) -100%

0.6 7%
(48.1) -53%
59.3 N/A
- 0%
59.3 132%

160.1 126%
200.0 N/A
360.1 283%

m Preseto Blco Atieduct i Sewet Auhitty
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Adjusted Fi
Revised FP J Certified FP | 5-year
InS' Millions FY2018 FY2019 FY2020 FY2021 FY2022 | (1/10/18) (8/25/17) Change % Var

Initial Financial Need (471.8)  (320.8) (374.0) (406.6) (420.5)

Revenue Enhancing 4.6 42.0 55.4 113.6 172.8 388.3 460.0 (71.8) -16%

Expense Savings 2.6 6.4 9.9 11.5 11.9 42.3 90.4 (48.1) -53%
Debt Service Reduction 68.3 9.0 9.0 9.0 9.0 104.3 45.0 59.3 132%
New Financing 200.0 46.9 72.3 87.2 80.9 487.4 127.3 360.1 283%

Initiatives Net Impact 2756 1043 1466 2212 2746 | 1,022.2 | 7227 | 2995 | 41% |

Adjusted Financial Need S (196.2) $ (216.6) S (227.4) $ (185.4) S (145.9)

Current Expense Fund and
. P 117.2 (79.0) (295.6) (523.0) (708.4)
Construction Fund (Beginning Balance)

Accumulated Financial Need S (79.0) $ (295.6) S (523.0) $ (708.4) S (854.2)

Still, after the implementation of all the proposed initiatives and the consideration of the beginning
current expense and construction fund balances, a $854 million remaining Financial Need is
projected which is expected to be covered by:

- New Financing
- Debt Restructuring

w Puselo Bca Agueduct and Suwer Aulmithy
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Restructuri

The Fiscal Plan (post measures and initiatives) indicate that the current debt structure is not
sustainable:
Remaining
Excluding federal funds 2018 2019 2020 2021 2022 Total gap
Cash flow available for debt service S42.6 $58.0 $20.8 $55.2 $101.1 $277.5
Current debt service (321.6) (321.5) (320.4) (327.8) (327.9) (1,619.1)
Surplus / (Shortfall) ($279.0) ($263.5) ($299.7) ($272.6) ($226.8) ($1,341.6) $1.38
% shortfall / debt service 115% 122% 94% 83% 69% 83%
Including federal funds 2018 2019 2020 2021 2022 Total 9
Cash flow available for debt service $242.6 $104.9 $93.1 $142.4 $182.0 $764.9 v
Current debt service (321.6) (321.5) (320.4) (327.8) (327.9) (1,619.1) §'
Surplus / (Shortfall) ($79.0) ($216.6) ($227.4) ($185.4) (S145.9) ($854.2) $854M g
% shortfall / debt service 25% 67% 71% 57% 44% 53% =

In order to address the remaining shortfall, PRASA intends to engage with

its creditors to bridge the remaining gap through a consensual
restructuring, if possible
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lHlustrati

The table below summarizes the annual cash flow available for debt service, and provides an
illustrative debt capacity based on a range of interest rates and assuming net zero amortization

Cash flow available for debt service

2018 2019 2020 2021 2022 Total

Operating revenues $782.3 $9155 $927.9 $941.1  S$951.7 $4,518.5
Total net operating expenses (676.9) (696.3) (706.3) (719.9) (733.5) (3,532.9)
Operating reserve fund (34.7) (34.8) (36.8) (38.7) (3.4) (148.5)
Capital improvement fund (221.0) (183.7) (238.3) (261.4) (307.4) (1,211.8)

Initial financial need (pre-debt service) ($150.2) $0.6 ($53.5) ($78.9) ($92.6) ($374.6)
Beginning cash balance 117.2 - - - - 117.2
Initiatives netimpact (excl. FF) 75.6 57.3 74.3 134.0 193.6 5349

Cash flow available for debt service $42.6 $58.0 $20.8 $55.2 $101.1 $277.5
Memo: net impact of federal funds 200.0 46.9 72.3 87.2 80.9 487.4

Cash flow available post federal funds $242.6 $104.9 $93.1 $1424 51820 $764.9

lllustrative sustainable debt capacity sizing

Average annual cash
flow available for debt
service:

S55M

Including Federal
Funds:
S153Mm

Sensitivity analysis: implied debt capacity

lllustrative cash flow available $75 $100 $125 $150 $175 $200
Current weighted

average coupon: 4.00% | $1,875 $2500 $3,125 $3,750  $4,375  $5,00
5.5% IS % 5.00% 1,500 2,000 2,500 3,000 3,500 4,000
g 5 6.00% 1,250 1,667 2,083 2,500 2,917 3,333

v oo
2 ¢ 700%| 1071 1429 178 2,143 2,500 2,857
8.00% 938 1,250 1,563 1,875 2,188 2,500

Note:

Above current outstanding debt excluding PFC and other ($4.6bn)

20

G0

\ALEy
w
A Y
£ o
Le0N

65

AlligeureIsns sa

m Pusrdo Rico Agueduct and Swwer Aujhmthy



G Introduction
p) Hurricanes Impact
a Baseline Projections — Initial Financial Need

ON
oy
L o i i e
o




Organiza

Board of Directors Internal Audit

Executive President

Strategic and
Corporate Planning
Vice President

Operations Vice
President

Administration Vice
President

Infrastructure
Executive Director

Finance

5 Executive Regional
Directors

Environmental
Compliance, Health
and Occupational
Safety

Automation and
Maintenance

Customer Service

Each position at PRASA has specific requirements regarding education, qualification and experience which should be complied
with to cover the position.

Human resources and
Labor Relations

Purchasing and
Logistics

Corporate Security
and Emergency
Management

Central Administration

Project Management
Office

Information
Technology

Training and
Continuing Education

Water Recovery Office

Communication
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Governing

Act 68-2016 structured PRASA’s Board of Directors with
7 members:

4 Independent directors appointed by the Governor of
Puerto Rico

1 Authorized professional engineering (PR licensed) with 10 years of practice
experience.

1 Attorney with 10 years of practice experience within PR.

1 Person with vast knowledge and experience in corporate finance.

1 Professional with expertise in any fields related functions delegated to / N
PRASA o -

Customer representative selected by election supervised
by Department of Consumer Affairs (DACO) Act 68-2016 provides for a

diversified &

1 Executive Director of the Mayors
Association professionalized
| Executive Director of the Mayors Federation Governing Board

Act 68-2016 provides that the two (2) Board members representing Act No. 2-2017 provides that the Executive Director of the

customer interests shall remain in their office until the terms for Puerto Rico Fiscal Agency & Financial Advisory Authority, or his
which they were elected expire (June, 2020). Then, the member designee, shall be a member of any Board of the entities
elected shall represent the interests of all customer types shall considered "covered territorial instrumentalities" under

serve for a three (3)-year term. PROMESA.
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Governing

Selection Process

M Independent directors shall be selected from a list of at least 10

candidates to be prepared and submitted to the Governor by a Current legislation

recognized executive search firm for board of director recruitment ) assures an
for institutions of similar size, complexity, and risks as PRASA. |ndependent
M The identification of candidates by such firm shall be based on selection alireizes clyle
objective criteria such as educational and professional background, determines
and at least 10 years of experience in their field. Staggered terms
Terms to isolate the Board
B Act 68-2016 establishes staggered terms for the independent from political .Cycle.s,
directors to avoid political influence: granting cont|nu|ty

* 2 members with 5-year term to PRASA’s strategies
* 2 members with 6-year term implementation
* As the terms expire, the successors term will be for 5 years

B The other members are ex-officio or selected by the consumers
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Requirements

B A detailed set of prohibitions and requirements is included in Act 68-2016 applicable to PRASA’s
Governing Board members, as well as Executive Directors, all employees and contractors to
ensure independence and elimination of political influence @ :
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Executiv

m PRASA’s Executive Officers shall be those appointed by the Board and shall
include:

Executive President
The Chief Officer, based solely on experience, ability, and other qualities that especially
enable them to achieve the purposes of the Authority.

Infrastructure Executive Director

Professional Engineer's License of Puerto Rico with experience in activities related to the
development and management of infrastructure projects.

5 Regional Executive Directors
From the Metro, North, South, East and West Regions

3 Vice Presidents
Operations, Administration and Strategic & Corporate Planning
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® Main functions are established by PRASA’s Enabling An experienced
Act, in addition to those delegated by the Board. Management Team

has reflected in the past a
successful internal career
succession plan.
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m All Executive Directors, except the Vice Presidents
will have a 5-year terms.




Strategi

PRASA developed its
first Strategic Plan

2014

which started with the establishment

of the

MISSION from STRATEGIC

VISION which I\A|>le|;I'eIATIVES
created

* Fiscal Health

* Operational Excellence

* Infrastructure Sustainability

* Technological Innovations

* Organizational Transformations

PMO

centralize all management, planning,

and execution of its Strategic Plan and
related initiatives and programs, data
control, and KPI monitoring.

moving
ahead 2018
PRASA is developing a revised

version of the Strategic Plan, to be
aligned with “Plan para Puerto Rico”

MAIN
AREAS OF

1. Revenue Increase

2. Cost Reduction

3. Debt Service
Reduction

maintaining the main
basic elements, but

focusing in INTEREST

o

(@]

<

" D

MISSION & T A== =

VISION o

STATEMENTS =

STRATEGIC ’ (©

N
) "é |
AY i

[~ ]

= mmm Atjieduc i Suwet Auhitty




PRASA’s Project Management Office resides
within the Strategic & Corporate Planning
division.

The PMOQ’s framework setup is based on the
integration  of the  Effective  Utility
Management 5 keys to management success
and their ten attributes.

Under its structure, the PMO will serve as a
liaison between the departments and the Key
Performance Indicators set up within the
Strategic Plan, thus, providing transparency,
control, and accountability throughout the
organization.

The economic results achieved will be
reinvested within the corporation in route to
fiscal sustainability.

: : - ) BUSINESS
GROUNDWORK ~ PLANNING CASE

EXECUTION

LEADERSHIP

Project
Management Office
(PMO)

Infrastructure
Stability

MEASURING
SYSTEM

LESSONS
LEARNED

92UBUIIAOD)



Key Perf

Top Revenue Increase KPl’s Top Cost Reduction KPI’s
1 collection vs. Net Billing .

Looks to improve or increase the
amount of actual collections in
relationship with PRASA’s Billing Budget.

1 Employees per Connection
Measures the efficiency of the
employee’s usage per every
connection within the Island.

?) Billing Adjustments ) Overtime

Looks for ways to diminish the amount Cqmpares the amount paid in overtime
of gross billing adjustments carried out with the amount paid in payroll
every month.

3 Customer Service Complaints

Looks to reduce the amount of customer
service complaints.

3 Service Interruptions

Looks for ways to reduce the amount of
service interruptions and to achieve a
better excellence in service.

4 System Water Volume Input
(MGD)
Looks to report and reduce the average
amount of water produced in millions of
daily gallons during the period studied

BALANCED‘\
'SCORECARD

The KPI Manual details the 25
performance indicators that PRASA
has been using for the past years.
It specifies for each KPI:

* Name

5 Electrical Consumption
Looks for ways to reduce the electrical

* Strategic Initiative
* Description ’ o e
e Variables consumption within PRASA’s facilities.
* Mathematical Expression

* Delivery Deadlines @ ALYy o v v ot e
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Accounta

Emglo(yj/ee’s Iresplonsictj)ilitiel’]s will Y 4 Conicilrl;uou.lj(sft A
e directly related to the WV Feedback
Strategic Plan and PRASA’s KPI’s ST%ﬁLilelc v  Culture '
and closely monitored to assure

accountability

Creating an organizational

culture of measuring results and EMPLOYEE
sustainable responsibility spread PERFORMANCE
throughout the organization o
PRASA’s Dashboard* %
T |
| PRASA’s Employee
. =E Evaluation®
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Cross-Fun

The Cross-Functional Steering
Committee (CFSC) will consist of upper
management professionals from
different functional areas tasked with - Dt
overseeing the implementation, and

monitoring any deviation of the Fiscal
Plan and Strategic Plan Opeticns Vie Adriistzton Viee

President President

Strategicand
ComporePhming
Vice President

Infrastucture
E xee utive Director

5 Executive Regianal

By analyzing current risk factors, the Tirsctors
CFSC will recommend actions to meet

Human resourcesand
Labor Relations

Project Management

Office

Purchasing and

. Environmental
the goals established Carplcs it
Safey

Information
Technology

Logkstics

Comnwinicagon

Corporate Security _
and Emergancy Trining and

Management Contiruing Education
. Malnteni
Cross-Functional e
Steering Committee Central Administation
OVERVIEWING & MONITORING

Fiscal Plan Strategic Plan

Water Recovery Office
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Ownership & Accountability
1 p 3 throughout the organization

Department Department Department
Strategic Plan Strategic Plan Strategic Plan
& Metrics & Metrics & Metrics
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Fiscal Plan

B PRASA has in place an independent and professional Governing Board and
Management, capable to implement the proposed Fiscal Plan.

M In the past, PRASA has demonstrated it is capable of complying with its goals and has

already in place a KPI system to evaluate the results of the key strategies and take
opportune actions when needed.

B The PMO office, which is under the Vice President of Strategic & Corporate Planning,
is a key component for the implementation and monitoring of the Fiscal Plan
Initiatives.

* The KPIs to be defined to monitor and ensure the Fiscal Plan objectives are achieved will
be periodically updated and published to assure accountability and transparency of
PRASA’s actions and execution.

M Also, a successful succession plan has proven to be possible at PRASA, which will
grant the continuity regarding the execution of its goals and initiatives as defined in
both, its Fiscal Plan and its Strategic Plan.

PRASA will set a team, coordinated by the PMO, to assure the timely and successful
implementation of each of the Fiscal Plan initiatives, creating a specific set of KPIs to monitor

the compliance with the plan and defining the adjustments to make to ensure the projected
results are attained if deviations to the objectives arise
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Potential risks in implementing
the Fiscal Plan

Lack of political will to increase rates as
needed and recover planned and approved
costs

Limited ability to access the capital markets
to finance the Capital Improvement Program
(CIP)

Under-delivery of CIP to address
infrastructure needs and comply with EPA
requirements

Under-delivery of projected initiatives

Changes in payroll legislation which would
impact projected expenses

Lack of capable resources on the mid-
management sector to execute the Plan

Mitigation Strategies

Specific requirements to increase rates by the Master Agreement of
Trust (rate covenant) and environmental regulation imposing criminal
charges on the ones who impede compliance with the Consent
Decree. Also moderate rate increases are less likely to face strong
opposition.

Limitation of the CIP to the minimum possible to maintain
the system operating. Increase rates to self-finance the CIP

Environmental Agreements (Consent Decree and
Agreement with the PR Department of Health)
amendments

CIP reduction, debt restructuring and or changes in the
rate structure

Payroll cost was calculated applying Act 26-2017 protecting
PRASA from incremental labor costs

Effective Project Management Office will drive the
implementation of the Fiscal Plan &% '

uonesN
pue sysiy



Potential risks in implementing

the Fiscal Plan Mitigation Strategies

Aggressive collection strategy and performance
Consumption and collection rates lower incentives or penalties will be included in the private
than projected operators compensation structure (under P3 Project)
based on performance and metrics

Natural events like drought or hurricane

Delayed or no interest in the main two

Revaluation of the Fiscal Plan, including potential CIP

Potential changes in legislation affecting reductions and changes in the rate structure

PRASA’s financial projections

Lack of willingness from investors to
restructure debt

initiatives of the Plan: P3 Project — "
Metering/Customer Experience and Hydros "

Electricity cost increase over projected
prices
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Viable Fis

= PRASA must maintain its system to assure the provision of an essential service and comply
with federal environmental regulations, safeguarding the health of the population and the
environment of the island

= PRASA has identified several measures to develop a viable fiscal plan, which have been
materially affected by the Hurricanes impact and changed management priorities

= Even after suffering the impact of one of the major hurricanes in Puerto Rico history, PRASA
adjusted its projections to present a viable solution to the current financial situation

= A certified Fiscal Plan will create confidence in PRASA’s financial projections allowing for the
much needed market access and investors’ interest to:

* Partner with PRASA to implement operational initiatives as for example the P3 for
Commercial Services activities
* Obtain funds to finance the CIP

* Restructure/renegotiate PRASA’s outstanding debt

= Provided that PRASA can access the market and restructure its debt,
PRASA may be able to implement a viable Fiscal Plan based on rates
affordable to its customers.
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