Tax Reform. The Administration is also reforming
Puerto Rico’s tax system by simplifying the tax code
and optimizing the use of industrial incentives. In
February 2010, the Governor appointed a committee
to review the current tax system and propose a
comprehensive reform.

Labor Law Reform. Initiatives are being undertaken
for the purpose of strengthening Puerto Rico’s
labor market. The Administration is encouraging
greater labor-force participation by providing the
private sector with more flexibility in establishing
feasible labor arrangements. One focus of the labor-
market reform is the modernization of Puerto Rico’s
regulatory framework. Legislative changes being
introduced are bringing labor laws and regulations in
line with the most efficient economies of the world in
such areas as flex-time arrangements, overtime rules,
workers’ compensation, and benefit requirements,
among others.

Strategic Sectors. The Administration is comple-
menting the previously mentioned initiatives with
specific strategic initiatives with the objective of
creating jobs and increasing economic activity
across various sectors of the Puerto Rico economy.
Puerto Rico has natural or structural competitive
advantages in several areas, such as medical device,
pharmaceutical and biotechnology manufacturing.
These advantages are providing opportunities for
the development of strategic sectors which include
manufacturing, agriculture, commerce, tourism and
entertainment, banking/insurance and credit unions,
and film and creative services. The specific initiatives
are promoting sustainable economic growth while
accelerating a knowledge-based and innovation-
driven economy.

Strategic/Regional Projects. The Administration has
also targeted six strategic/regional projects that will
generate investments in all the regions of the Island
in order to foster balanced economic development.
Among these projects are the following:

* In the southern region, the Administration is
developing the Port of the Americas, an international
trans-shipment Post Panamax port of global caliber
with value-added zones in the southern region of
Puerto Rico;

* In the northern region, an urban redevelopment
project of the area called the Golden Triangle is
developing San Juan Bay into a major tourism,
recreation, commercial and residential sector which
serves the local community and will become a major
attraction for leisure and business travelers, both local
and external;

* Also in the northern region, Science City, in the
heart of San Juan, represents a critical part of the
Administration’s efforts to move Puerto Rico to the
forefront of science, technology and research and
development. Science City is leveraging Puerto Rico’s
significant competitive advantages in the knowledge-
based sectors to build not just a research park, but
a research city that physically integrates medical
centers, research centers and university campuses;

* Inthe eastern region, the Administration is enhancing
the development of a section of the Caribbean Riviera
to be a tourist complex which will include hotels,
casinos, eco-tourist attractions, international airport,
retail, yacht marina, and cruise ship ports;

The Strategic Model for a New Economy has as an
objective to boost the economy of Puerto Rico toward
a new position of major global competitiveness.
Because of this, Puerto Rico is actively seeking new
partners in the industrial sector, academia, non-profit
organizations and governments to benefit from the
opportunities our economic development program
has to offer. The new Strategic Model considers each
one of the sectors in the economy and contains
the projects and reforms necessary to promote the
competitiveness and sustained growth of Puerto Rico
and its business partners.

Contact Information:
Telephone: 001.787.765.2900
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Department of Economic Development and Commerce

of the Government of Puerto Rico

The Department of Economic Development and
Commerce (“DEDC”), is implementing the Strategic
Model for a New Economy, which consists of a
comprehensive, long-term, economic development
program aimed at improving Puerto Rico’s overall
global relevance, competitiveness, and business
environment, and increasing private-sector capital
formation and participation in the economy. These
initiatives are centered on the dual mission of
fostering multi-sector growth while reducing costs
and barriers to business and investment.

The Administration is emphasizing the following
initiatives to enhance Puerto Rico’s competitive
position: (i) overhauling the permitting process; (ii)
reforming the labor market; (iii) reducing energy
costs; (iv) reforming the tax system; (v) promoting
the development of various projects through public-
private partnerships; (vi) implementing strategic
initiatives targeted at specific economic sectors;
and, (vii) promoting the development of certain
strategic/regional projects.

Public-Private Partnerships. The Administration
believes that Public-Private Partnerships (“PPPs”)
represent an important tool for economic
development. PPPs are collaborations between
government and non-governmental entities-such
as private-sector and non-profit organizations to
develop infrastructure projects, manage government
assets or provide services. The non-governmental
partner takes on certain responsibilities related to
the development of the project in exchange for
receiving the financial benefits of operating it.

June 2070

Puerto Rico has significant opportunities for the
establishment of PPPs in the areas of highways,
ports, transportation, solid waste, potable water,
and renewable energy, among others.

Permitting Process. The first initiative, the reen-
gineering of Puerto Rico’s permitting and licensing
process, has already been achieved. On December
1, 2009, the Governor signed Act No. 161, which
overhauled the permitting and licensing process in
Puerto Rico in order to provide a lean and efficient
process that fosters economic development. In
the short term, this restructuring is eliminating the
significant backlog of unprocessed permits that
are currently in the pipeline of various government
agencies.  Longer term, this law significantly
reduces the number of inter-agency processes and
transactions required by creating a centralized,
client-focused system that simplifies and shortens
the permitting process for applicants.

Energy Reform. The Administration is diversifying
Puerto Rico’s energy base through the promotion
of diverse, renewable-energy technologies as
well as lowering energy costs, reducing energy-
price volatility, and establishing environmentally
sustainable energy production. The Administration
is facilitating the development of several initiatives,
including the wheeling of energy, conservation
efforts, and the installation of new renewable
generation capacity, among others. These initiatives
are addressing energy prices in Puerto Rico and
providing a means of attracting investments in the
energy sector.



