
GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
AS OF AND FOR THE YEAR ENDED JUNE 30, 2009 

Condensed financial infonnation on expenses, program revenues, and changes in net assets for business-type 
activities for the years ended June 30, 2009 and 2008 is presented below (in thousands): 

ActivIty 

GOB Operating Fund 
Housing Finance Authority 
Tourism Development Fund 
Public Finance Corporation 
Capital Fund 
Development Fund 
Other nonmajor 

Total. 

Special item -Transfer from 

Puerto Rico Infrastructure Financing Authority 

Transfers from governmental activities 

Change in net assets 

Net assets - beginning of year 

Net assets - end of year 

Expenses 

$ 318,792 
88,024 
63,284 

3,745 
67 

2,929 
136 

$ 476,977 

Year ended June 3D, 2009
 

Program revenues
 

Charges for services 
Fees, Financing 

commissions, and Net revenues 
and other investment (expenses) 

$ 14,962 $ 332,559 $ 28,729 
11,391 101,322 24,689 
3,342 10,685 (49,257) 

3,755 10 
10 (16,136) (16,193) 
46 383 (2,500) 

8 (128) 

$ 29,751 $ 432,576 (14,650) 

154,222 

__6,609 

146,181 

2,275,626 

$ 2,421,807 
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
AS OF AND FOR THE YEAR ENDED JUNE 30, 2009 

Year ended June 30, 2008 
Program revenues 

Charges for services 

Activity Expenses 

Fees, 
commissions, 

and other 

Financing 
and 

investment 
Net revenues 
(expenses) 

GDB Operating Fund 
Housing Finance Authority 
Tourism Development Fund 
Public Finance Corporation 
Capital Fund 
Development Fund 
Other nonmajor 

$381,694 
92,053 
16,159 
7,165 

68 
(5,099) 

182 

$35,759 
10,905 
3,408 

59 
58 

$453,163 
97,610 
21,377 

7,234 
(4,835) 
1,498 

75 

$ 107,228 
16,462 
8,626 

69 
(4,844) 
6,655 
(107) 

Total $492,222 $50,189 $576,122 134,089 

Special item -Early Retirement Program (40,243) 

Transfers from governmental 
activities 4,235 

Change in net assets 98,081 

Net assets ­ beginning ofyear 2,177,545 

Net assets ­ end ofyear $2,275,626 

Activities presented in the statement of activities coincide with the major enterprise funds of the Bank. GDB 
Operating Fund generated financing and investment revenues of $332.6 million from its loan and investment 
portfolios, and $15 million in other charges for services. These revenues covered $318.8 million in expenses 
for net revenues from GDB Operating Fund of $28.7 million, surpassing the net revenues of any other 
activity. The contribution received from PRIFA raised the change in net assets by $154.2 million to 
$182.9 million. 

The Housing Finance Authority activities were the second largest contributor to the change in net assets with 
net revenues of $24.7 million. Most major component units closed fiscal year 2009 with net losses as follows: 
the Tourism Development Fund, $49.3 million; Capital Fund, $16.2 million and Development Fund, 
$2.5 million. 

Enterprise Funds - Following is a brief discussion of the most significant changes in the Bank's enterprise 
funds, not previously discussed. Our main focus will be on GDB Operating Fund, since separate basic 
financial statements are issued for each of the Bank's other major enterprise funds, which are blended 
component units. 
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
AS OF AND FOR THE YEAR ENDED JUNE 30, 2009 

GDB Operating Fund - Total assets of the GDB Operating Fund amounted to $13,010 million at June 30, 
2009, compared to $10,896 million at June 30, 2008. This represents an increase of $2,114 million, which was 
mainly sustained by the net increase in liabilities of $1,931 million. As already discussed, the GDB Operating 
Fund issued debt widening its assets base and obtaining more liquidity to assist the governmental needs in 
times of economic distress. Loans to the public sector increased by $1,243 million and investments by 
$218 million. However, the accrued interest receivable decreased from $259 million at June 30, 2008 to 
$120 million at June 30, 2009. This represents a reduction of 53.5%. Some of the interest was collected from a 
local bond issue of the Sales Tax Financing Corporation. (Refer to note 5.) 

Income before special items and transfers of the GDB Operating Fund experienced a significant decline from 
$107.2 million in fiscal year 2008 to $28.7 million in fiscal year 2009, or a reduction of $78.6 million, which 
represents a 73.3%. Following is a discussion of the various components of the change in net assets of the 
GDB Operating Fund, compared to the prior year: 

(a) Interest Income, Interest Expense, and Change in Fair Value 0/Investments 

Net investment income, the difference between investment income and interest expense, decreased 
$56.2 million or 49.9%, from $112.5 million in 2008 to $56.4 million in 2009. Most of the reduction 
results from the investment portfolio which shows a decrease of $96.8 million or 49.7% compared to 
prior year results. Change in fair value of investments contributed in the decline with a loss of $900,000. 
That is $5.1 million less than the $4.2 million gain of fiscal year 2008. Interest income from loans also 
decreased $18.7 million or 7.4% mainly because oflower rates, even though average balance was higher 
than that of2008. Interest expense decreased $64.4 million or 18.9%. 

(b) Provision/or Losses on Loans, Guarantees and Letters o/Credit 

The experience with the public sector loan portfolio, even in periods of economic distress as the present, 
provides continued comfort to management in their belief that there is no need for further provisions for 
either the loan portfolio or for the guarantees and letters of credit. 

(c) Non-interest Income 

Fiscal agency fees constitute the main component of non-interest income. The activity of fiscal year 
2009 was within the usual range, which is approximately from $8 million to $10 million. However, 
compared to the intense activity of fiscal year 2008, the $10.9 million of 2009 represents a reduction of 
46%. 

(d) Non-interest Expenses 

Total non-interest expenses showed no significant variation; they barely increased $700,000. To help in 
the disposition of the various real estate properties that the Bank has in inventory, the Bank hired the 
services of some realtors. Consequently, the Bank adjusted the net realizable value of certain properties 
available for sale by the added costs of sale. The adjustment amounted to $1.2 million. 
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
AS OF AND FOR THE YEAR ENDED JUNE 30, 2009 

(e)	 Special Item - In January 2009, it was detennined that the liquidation of various U.S. Treasury State 
and Local Government Securities (SLGS) used as collateral for Special Obligation Bonds issued in 
2000 by PRIFA to finance various capital projects for the Puerto Rico Aqueduct and Sewer Authority 
would provide resources to cancel the debt as well as to make a contribution to the Bank and help the 
Commonwealth to cope with the projected deficit of fiscal year 2009. 

Upon redemption of the SLGS and after the debt service of the 2000 Bonds, $762.6 million were 
received from the redemption proceeds. Ofthis amount, $300 million was set to capitalize the Corpus 
Account of PRIFA, $308.4 million was paid out to the Commonwealth's Treasury Department to 
close the 2009 fiscal year budget deficit, and $154.2 million was contributed to the Bank. The 
contribution was received during 2009, except for $53.5 million accrued as a receivable at June 30, 
2009. 

Housing Finance Authority - Net assets of the Authority increased $31 million from $546 million in 2008 
to $577 million in 2009 as a result of decreases in total assets of $153 million and in liabilities of $184 million. 
The decrease in total assets is mainly due to the following: 

•	 Investments and deposits placed with banks decreased from $1,562 million in 2008 to $1,411 million in 
2009 or a $151 million decrease. This decrease was principally the result of the partial redemption of the 
Single Family Mortgage Revenue Bonds Portfolio X with unused proceeds of$145 million. 

•	 Loans receivable decreased $3 million, from $206 million in 2008 to $203 million in 2009. The decrease in 
'loans receivable was principally the result of the sale of loans amounting to $33.5 million that took place in 
fiscal year 2009, a significant increase when compared to loan sales of $5 million during 2008. Also, 
principal collected during 2009 amounted to $12.7 million. The decrease was partially offset by loan 
originations of approximately $41.7 million. 

The decrease in total liabilities is mainly due to an early redemption of the Single Family Mortgage Revenue 
Bonds Portfolio X for $145 million. . 

However, change in net assets grew $19.4 million, from $11.9 million in 2008 to $31.3 million in 2009. Two 
main areas contributed to this: the net increase in fair value of investments, $13.6 million in 2009, which is 
$14.4 million over prior year's results, and the cost in 2008 of the early retirement program that amounted to 
$8.8 million. 

Tourism Development Fund - Total assets decreased to $382.1 million from $393.6 million in 2008. The 
net reduction in assets results from an increase in liabilities of $37.8 million offset by a loss of $49 million. 
The Tourism Development Fund mostly finance its loan portfolio through facilities obtained from the Bank. 
Notes payable due to the Bank at year-end were $246.3 million for an increase of $32.3 million from June 30, 
2008. The Tourism Fund originated approximately $34 million in loans to the private sector during the year 
ended June 30, 2009. These loans are principally collateralized by real estate property to minimize the credit 
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
AS OF AND FOR THE YEAR ENDED JUNE 30, 2009 

risk. During fiscal year 2009, the Tourism Development Fund adjusted its allowance for possible loan losses 
due mainly to an impaired loan for which the current appraised value of the collateral, net of estimated selling 
costs, is lower than the net investment in the loan. The adjustment amounted to $47 million. 

At June 30,2009, outstanding guarantees and letters of credit ofthe Tourism Development Fund amounted to 
$117 million. Also, the exposure assessment required an increase of the allowance for possible losses on 
guarantees and letters of credit of $6 million. 

Net assets of the Tourism Development Fund decreased $49.3 million during the year to $100.7 million at 
June 30, 2009 because of provision expenses that totaled $53 million. However, there were no charges or 
actual disbursements on guarantees and letters of credit. 

Public Finance Corporation - Change in net assets decreased to $10,000 from $69,000 in fiscal year 2008. 
On October 21, 2008, the Sales Tax Corporation restructured certain escrow funds. The restructuring provided 
$158.4 million of which $80.2 million were used for the redemption of certain no commitment debt of the 
Public Finance Corporation. (Refer to Note 18.) 

Capital Fund - The Capital Fund's total net assets decreased $16.2 million, which represents a negative 
variance of $11.4 million when compared to the prior year net loss of $4.8 million. The results of the Capital 
Fund are determined by the fluctuations of the investment market and the resulting change in fair value of 
investments that in 2009 decreased by approximately $16.7 million. 

Development Fund - The Development Fund net loss was the result of a $2.9 million provision for possible 
losses on its guarantees to The Key for Your Business Program managed by the Economic Development Bank 
for Puerto Rico, a component unit of the Commonwealth. The Development Fund guarantees one third of the 
loans' principal plus interest and charges, up to $15 million. At June 30, 2009, the Development Fund has 
outstanding guarantees amounting to approximately $14.7 million. 

5. CONTACTING THE BANK'S FINANCIAL MANAGEMENT 

This report is designed to provide all interested with a general overview of the Bank's finances. Questions 
concerning any of the information provided in this report or requests for additional information should be 
addressed to Government Development Bank for Puerto Rico, P.O. Box 42001, San Juan, Puerto Rico, 00940­
2001. 
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

STATEMENT OF NET ASSETS 
AS OF JUNE 30, 2009 

ASSETS: 
Cash and due from banks 
Federal funds sold 
Deposits placed with banks 
Investments and investment contracts 
Loans receivable - net 
Interest and other receivables 
Due from other funds 
Restricted assets: 
Cash and due from banks
 
Deposits placed with banks
 
Investments and investment contracts
 
Loans receivable - net
 
Interest and other receivables
 
Real estate available for sale
 
Other assets
 

Real estate available for sale 
Capital assets:
 

Land
 
Other capital assets
 

Other assets 

Total 

LIABILITIES: 
Deposits, principally from the Commonwealth of Puerto Rico and its public entities: 

Demand 
Certificates of deposit: 

Due within one year
 
Due in more than one year
 

Securities sold under agreements to repurchase:
 
Due within one year
 
Due in more than one year
 

Accrued interest payable 
Accounts payable and accrued liabilities:
 

Due within one year
 
Due in more than one year
 

Allowance for losses on guarantees and letters of credit:
 
Due within one year
 
Due in more than one year
 

Certificates of indebtedness - due in more than one year
 
Participation agreement payable
 
Bonds and notes payable:
 

Due within one year
 
Due in more than one year
 

Liabilities payable from restricted assets:
 
Accrued interest payable
 
Accounts payable and accrued liabilities - due within one year
 
Allowance for losses on mortgage loan insurance
 
Bonds and mortgage-backed certificates payable:
 

Due within one year
 
Due in more than one year
 

Total liabilities 

NET ASSETS: 
Invested in capital assets 
Restricted for: 

Debt service
 
Affordable housing programs
 
Mortgage loan insurance
 

Unrestricted net assets (deficit) 

TOTAL NET ASSETS 

See notes to basic financial statements. 
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Governmental 
Activities 

$ 

(85,221,237) 

2,358,005 
26,362,005 
99,257,908 

2,062,522 
2,913,776 

519,467 
329,908 

48,582,354 

4,811,237 

256,832 
14,638,757 

19,706,826 

29,079,599 
4,534,090 

(4,738,161) 

$ 28,875,528 

Business-Type 
Activities Total 

$ 5,848,209 
1,364,000,000 
1,085,257,933 
2,580,994,163 
6,677,450,043 

191,390,695 
85,221,237 

$ 5,848,209 
1,364,000,000 
1,085,257,933 
2,580,994,163 
6,677,450,043 

191,390,695 

17,774,624 
1,108,433 

1,693,338,354 
5,891,379 
2,500,806 
1,291,251 
7,042,204 

203,396,509 

20,132,629 
27,470,438 

1,792,596,262 
7,953,901 
5,414,582 
1,810,718 
7,372,112 

203,396,509 

2,845,005 
14,607,253 
50,614,763 

2,845,005 
14,607,253 
50,614,763 

13,990,572,861 14,039,155,215 

3,187,494,544 3,187,494,544 

4,314,663,978 
52,648,946 

4,314,663,978 
52,648,946 

419,053,110 
440,000,000 

22,579,090 

419,053,110 
440,000,000 

22,579,090 

42,598,666 
5,563,382 

42,598,666 
5,563,382 

1,747,801 
9,623,073 

11,800,000 
26,000,000 

1,747,801 
9,623,073 

11,800,000 
26,000,000 

72,659,611 
2,000,065,692 

72,659,611 
2,004,876,929 

2,352,381 
594,011 
188,652 

2,609,213 
15,232,768 

188,652 

64,019,136 
895,114,148 

64,019,136 
895,114,148 

11,568,766,221 11,588,473,047 

17,452,258 17,452,258 

173,211,355 
58,599,573 

2,172,543,454 

29,079,599 
177,745,445 
58,599,573 

2,167,805,293 

$ 2,421,806,640 $ 2,450,682,168 



GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2009 

FUNCTIONSIPROGRAMS: 
Governmental activities:
 

General government
 
Housing assistance programs
 

Total governmental activities 

Business-type activities:
 
GDB Operating Fund
 
Housing Finance Authority
 
Tourism Development Fund
 
Public Finance Corporation
 
Capital Fund
 
Development Fund
 
Other nonmajor
 

Total business-type activities 

Total 

SPECIAL ITEM - Contribution from Puerto Rico 
Infrastructure Financing Authority 

TRANSFERS IN (OUT) - Net 

Total general revenues and transfers 

CHANGE IN NET ASSETS 

NET ASSETS - Beginning ofyear 

NET ASSETS - End ofyear 

See notes to basic financial statements. 

Expenses 

$ 4,554,651 
177,085,398 

181,640,049 

318,791,630 
88,023,747 
63,283,876 

3,745,134 
66,597 

2,929,410 
136,611 

476,977,005 

$658,617,054 

Charges for 
Services - Fees, 

Commissions, 
and Others 

$ ­

-


14,961,381 
11,391,107 
3,341,304 

10,411 
46,257 

29,750,460 

$29,750,460 

Program Revenues
 
Charges for
 
Services-


Financing and
 
Investment
 

$ ­
6,616,163 

6,616,163 

332,559,289 
101,321,568 

10,685,185 
3,755,041 

(16,136,233) 
383,524 

8,154 

432,576,528 

$439,192,691 

Operating
 
Grants and
 

Contributions
 

$ ­
127,410,875 

127,410,875 

-

$127,410,875 

Net Revenues (Expenses) and 
Changes In Net Assets 

Governmental Business-Type 
Activities Activities Total 

$ (4,554,651) $ - $ (4,554,651) 
(43,058,360) (43,058,360) 

(47,613,011) - (47,613,011) 

28,729,040 28,729,040 
24,688,928 24,688,928 

(49,257,387) (49,257,387) 
9,907 9,907 

(16,192,419) (16,192,419) 
(2,499,629) (2,499,629) 

(128,457) (128,457) 

(14,650,017) (14,650,017) 

(47,613,011) (14,650,017) (62,263,028) 

154,221,814 154,221,814 

(6,609,010) 6,609,010 

(6,609,010) 160,830,824 154,221,814 

(54,222,021) 146,180,807 91,958,786 

83,097,549 2,275,625,833 2,358,723,382 

$ 28,875,528 $2,421,806,640 $2,450,682,168 
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

Eliminations 

Total 
Governmental 

Funds 

$(13,196,483) 

$(13,196,483) 

$ 3,012,327 

2,358,005 
26,362,005 
99,257,908 
2,062,522 

34,042,141 
2,913,776 

519,467 

$170,528,151 

FUND BALANCES (DEFICIT): 
Reserved for: 

Long-tenn loans receivable and other asset: 
Debt service 

Unreserved ­ special revenue funds (50,163,796) 

Total fund balances (deficit) (50,163,796) 

TOTAL $ 21,955,766 

15,172,045 

15,172,045 

$15,670,467 

11,843,923 

11,843,923 

$12,478,833 $ 

(55,310,274) 

(55,310,274) 

62,329 

14,602,512 

14,602,512 

$14,637,113 $5,457,330 

Amounts reported for governmental activities in the statement of net assets are different because: 
Total fund balance 
Deferred bond issue costs that are recorded as expenditures in governmental funds, but are capitalized in the government-wide financial statements 
Long-tenn liabilities, including bonds and notes payable, are not due and payable in the current period and therefore are not reported in the funds 
Accrued interest payable not due and payable in the current period 

Net assets ofgovernmental activities 

2,581,989 
29,079,599 
65,807,691 

97,469,279 

$ 113,462,796 

$(13,196,483) 

(13,196,483) 

$(13,196,483) 

$122,275,705 

14,638,757 

136,914,462 

2,581,989 
29,079,599 

1,952,101 

33,613,689 

$170,528,151 

$ 33,613,689 
329,908 

(4,811,237) 
(256,832) 

$ 28,875,528 

See notes to basic financial statements. 
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS 
FOR THE YEAR ENDED JUNE 30, 2009 

Affordable 
Housing 

Mortgage 
Subsidy 

Program-
Stage 7 

REVENUES: 
Commonwealth appropriations for repayment of 

bonds and for housing assistance programs 
Intergovernmenta1- federal government 
Interest on investments and deposits placed with banks 
Interest income on loans 
Net increase in fair value of investments 
Net gain on sale of real estate available for sale 
Other 

$ 416,858 

1,465,287 

Total revenues 1,882,145 

EXPENDITURES: 
Current: 

General government and other 
Housing assistance programs 

Credit for loan losses 
Debt service: 

Principal 
Interest 

8,500 
2,047,270 

150,768 
1,593,414 

Total expenditures 3,799,952 

EXCESS (DEFICIENCY) OF REVENUES OVER 
(UNDER) EXPENDITURES (1,917,807) 

OTHER FINANCING SOURCES (USES): 
Transfers-in 
Transfers-out 

Total other financing sources (uses) 

NET CHANGE IN FUND BALANCES (1,917,807) 

FUND BALANCES (DEFICIT) ­ Beginning of year (48,245,989) 

FUND BALANCES (DEFICIT) ­ End of year $ (50, 163,796) 

See notes to basic financial statements. 

Affordable
 
Housing
 
Mortgage
 
SubsIdy
 

Program-

Stage 8
 

$ ­
821,013 

46,046 

867,059 

8,545 
807,053 

815,598 

51,461 

51,461 

15,120,584 

$15,172,045 

Affordable 
Housing 

Mortgage 
Subsidy 

Program-
Stage 9 

$ 26,092 

516,782 

542,874 

New Secure 
Housing 
Program 

$ 

1,959 

497,594 

499,553 

The Key for 
Your Home 

Program 

$ -
589,411 

1,930,969 

2,520,380 

HUD 
Programs 

$ 
118,532,083 

118,532,083 

Other 
Nonmajor 

Governmental 
Funds 

$ 1,810,481 

2,884,893 
224,595 

66,177 
249,970 

95,920 

5,332,036 

Total 
Governmental 

Funds 

$ 2,253,431 
118,532,083 

6,279,345 
224,595 
112,223 
249,970 

2,524,483 

130,176,130 

811,572 

12,364 

823,936 

(281,062) 

(519,866) 

(519,866) 

(800,928) 

12,644,851 

$11,843,923 

5,693,643 

1,459,906 

7,153,549 

(6,653,996) 

(6,653,996) 

(48,656,278) 

$ (55,31 0,274) 

20,745,482 

20,745,482 

(18,225,102) 

(18,225,102) 

32,827,614 

$ 14,602,512 

4,303,112 
114,228,971 

118,532,083 

$ 

234,494 
4,403,037 

(87,422) 

493,199 

5,043,308 

288,728 

13,067,892 
(19,157,036) 

(6,089,144) 

(5,800,416) 

103,269,695 

$ 97,469,279 

4,554,651 
148,737,028 

(87,422) 

150,768 
3,558,883 

156,913,908 

(26,737,778) 

13,067,892 
(19,676,902) 

(6,609,0 I0) 

(33,346,788) 

66,960,477 

$ 33,613,689 
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN 
FUND BALANCES - GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2009 

Amounts reported for governmental activities in the statement of activities are 
different because: 
Net change in fund balances ­ total governmental funds $ (33,346,788) 
Repayment of the principal of long-term debt consumes the current 

fmancial resources of governmental funds 150,768 
Some expenses in the statement of activities do not require the use of current 

fmancial resources and, therefore, are not reported as expenditures in 
governmental funds (24,860,409) 

Revenues in the statement of activities that do not provide current 
financial resources are not reported as revenues in the funds 3,850,908 

Governmental funds report the effect of issuance costs when debt is first 
issued, whereas these costs are deferred and amortized in the statement of 
activities. This amount is the amortization for the year (16,500) 

Change in net assets of governmental activities $ (54,222,021) 

See notes to basic fmancial statements 
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

BALANCE SHEET ­ ENTERPRISE FUNDS 
AS OF JUNE 30, 2009 

ASSETS 

GOB 
Operating 

Fund 

Housing 
Finance 

Authority 

Tourism 
Development 

Fund 

Public 
Finance 

Corporation 
Capital 
Fund 

Development 
Fund 

Other 
Nonmajor Eliminations 

Total 
Enterprise 

Funds 

CURRENT ASSETS: 
Cash and due from banks 
Federal funds sold 
Deposits placed with banks 
Investments and investment contracts 
Loans receivable, net 
Accrued interest receivable 
Other current receivables 
Other current assets 
Due from governmental funds 
Restricted: 
Cash and due from banks 
Deposits placed with banks 
Investments and investment contracts 
Loans receivable, net 
Accrued interest receivable 
Other current receivables 

$ 5,770,346 
1,364,000,000 
1,060,597,756 
2,281,415,520 

801,029,454 
120,307,996 
66,513,619 

976,268 
109,840,613 

365,539,760 

$ 7,227,598 

106,450,606 

4,776,000 
1,614,970 
1,785,803 

2,400 
12,435,092 

17,897,272 
365,380,400 
184,906,901 

600,000 
14,093,205 

6,039 

$ 11,448,893 

92,140,896 
2,977,873 
8,780,000 

655,371 
224 

289,786 

$ 1,359,032 

2,050,855 
3,730,434 

$ -

25,082,346 

112 

$36,667,781 

3,041 
26,748 

$2,394,833 

202 

$ (59,020,274) 

(173,931,325) 

(10,723,891) 
(4,516,279) 

(122,648) 
(364,271,967) 

(11,598,438) 

$ 5,848,209 
1,364,000,000 
1,085,257,933 
2,309,475,739 

805,912,418 
121,795,847 
68,326,394 

1,268,454 
122,275,705 

17,774,624 
1,108,433 

550,446,661 
600,000 

2,494,767 
6,039 

Total current assets 6,175,991,332 717,176,286 116,293,043 7,140,321 25,082,458 36,697,570 2,395,035 (624,184,822) 6,456,591,223 

NONCURRENT ASSETS: 
Restricted: 

Investments and investment contracts 
Loans receivable, net 
Real estate available for sale 
Other assets 

Investments and investment contracts 
Loans receivable, net 
Real estate available for sale 
Capital assets: 
Land 
Other capital assets 

Other assets 

576,258,797 

326,106,666 
5,675,735,320 

200,959,644 

2,845,005 
10,448,458 
41,734,759 

737,029,479 
5,291,379 
1,291,251 
7,042,204 

17,628,800 
192,023,957 

2,436,865 

4,158,795 
8,880,004 

22,586,682 
243,253,205 99,000,000 

41,516,569 3,138,583 

(170,396,583) 

(139,458,876) 
(338,474,857) 

1,142,891,693 
5,291,379 
1,291,251 
7,042,204 

271,518,424 
5,871,537,625 

203,396,509 

2,845,005 
14,607,253 
50,614,763 

Total noncurrent assets 6,834,088,649 975,782,734 265,839,887 99,000,000 41,516,569 3,138,583 - (648,330,316) 7,571,036,106 

TOTAL ASSETS $13,010,079,981 $1,692,959,020 $ 382,132,930 $106,140,321 $66,599,027 $39,836,153 $2,395,035 $(1,272,515,138) $14,027,627,329 

See notes to basic financial statements. (Continued) 
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

BALANCE SHEET ­ ENTERPRISE FUNDS 
AS OF JUNE 30, 2009 

LIABILITIES AND NET ASSETS 

GOB 
Operating 

Fund 

Housing 
Finance 

Authority 

Tourism 
Development 

Fund 

Public 
Finance 

Corporation 
Capital 
Fund 

Development 
Fund 

Other 
Nonmajor Eliminations 

Total 
Enterprise 

Funds 

Current liabilities: 
Deposits, principally from the 
Commonwealth ofPuerto Rico and its 
public entities: 
Demand 
Certificates of deposit 
Securities sold under agreements to 

repurchase 
Accrued interest payable 
Accounts payable and accrued liabilities 
Allowance for losses on guarantees and 

letters of credit 
Due to governmental funds 
Notes payable 

$ 3,250,161,806 
4,852,867,272 

419,053, \I 0 
34,464,747 
27,869,426 

34,042,141 
72,659,611 

$ -

17,708 
9,645,093 

3,012,327 

$ -

471,306 
1,424,782 

8,400,000 

$ . 

3,740,048 
81,581 

2,323,891 

$ -

42,014 

$ -

4,831 

1,747,801 

$ . 

6,595 

$ (62,667,262) 
(538,203,294) 

(16,1\4,719) 
3,524,344 

(10,723,891) 

$ 3,187,494,544 
4,314,663,978 

419,053,110 
22,579,090 
42,598,666 

1,747,801 
37,054,468 
72,659,611 

Total current liabilities payable from 
unrestricted assets 8,691,118,1\3 12,675,128 10,296,088 6,145,520 42,014 1,752,632 6,595 (624,184,822) 8,097,851,268 

Current liabilities payable from 
restricted assets: 
Accrued interest payable 
Accounts payable and accrued liabilities 
Bonds and mortgage-backed certificates 
payable 

2,352,381 
594,01\ 

64,019,136 

2,352,381 
594,011 

64,019,136 

Total current liabilities 8,691,118,113 79,640,656 10,296,088 6,145,520 42,014 1,752,632 6,595 (624,184,822) 8,164,816,796 

See notes to basic financial statements. 
(Continued) 
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

BALANCE SHEET ­ ENTERPRISE FUNDS 
AS OF JUNE 30, 2009 

LIABILITIES AND NET ASSETS 

GOB 
Operating 

Fund 

Housing 
Finance 

Authority 

Tourism 
Development 

Fund 

Public 
Finance 

Corporation 
Capital 
Fund 

Development 
Fund 

Other 
Nonmajor Eliminations 

Total 
Enterprise 

Funds 

Noncurrent liabilities: 
Certificates of deposits, principally from 
the Commonwealth of Puerto Rico and 
and its public entities 

Certificates of indebtedness 
Securities sold under agreements to 
repurchase 

Allowance for losses on guarantees and 
letters of credit 

Accounts payable and accrued liabilities 
Participation agreement payable 
Notes payable 
Noncurrent liabilities payable from 
restricted assets: 
Allowance for losses on mortgage loan 

insurance 
Bonds and mortgage-backed certificates 
payable 

$ 223,045,529 
11,800,000 

440,000,000 

1,000,000 
3,186,855 

2,000,065,693 

$ -

1,597,005 

188,652 

1,034,573,024 

$ -

7,281,000 

26,000,000 
237,877,852 

$ -

98,999,999 

$ - $ -

1,342,073 

$ -

2,376,527 

$ (\ 70,396,583) 

(338,474,857) 

(139,458,876) 

$ 52,648,946 
11,800,000 

440,000,000 

9,623,073 
5,563,382 

26,000,000 
2,000,065,692 

188,652 

895,114,148 

Total noncurrent liabilities 2,679,098,077 1,036,358,681 271,158,852 98,999,999 1,342,073 2,376,527 (648,330,316) 3,441,003,893 

Total liabilities 11,370,216,190 1,115,999,337 281,454,940 105,145,519 42,014 3,094,705 2,383,122 (1,272,515,138) 11,605,820,689 

NET ASSETS: 
Invested in capital assets 
Restricted for: 

Mortgage loan insurance 
Affordable housing programs 
Unrestricted 

13,293,463 

1,626,570,328 

4,158,795 

58,599,573 
173,211,355 
340,989,960 100,677,990 994,802 66,557,013 36,741,448 11,913 

17,452,258 

58,599,573 
173,211,355 

2,172,543,454 

Total net assets 1,639,863,791 576,959,683 100,677,990 994,802 66,557,013 36,741,448 11,913 - 2,421,806,640 

TOTAL LIABILITIES AND NET ASSETS $13,0 I0,079,981 $1,692,959,020 $ 382, 132,930 $106,140,321 $66,599,027 $39,836,153 $2,395,035 $(1,272,515,138) $14,027,627,329 

See notes to basic financial statements. (Concluded) 
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
. (A Component Unit of the Commonwealth of Puerto Rico) 

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS - ENTERPRISE FUNDS 
FOR THE YEAR ENDED JUNE 30, 2009 

GOB 
Operating 

Fund 

Housing 
Finance 

Authority 

Tourism 
Development 

Fund 

Public 
Finance 

Corporation 
Capital 
Fund 

Development 
Fund 

Other 
Nonmajor 

Total 
Enterprise 

Funds 

OPERATING REVENUES: 
Investment income: 
Interest income on federal funds sold 
Interest income on deposits placed with banks 
Interest and dividend income on investments and investment contract 
Net increase (decrease) in fair value ofinvestments 

$ 2,902,988 
9,284,246 

85,829,640 
(938,833) 

$ -
25,983,216 
48,619,811 
13,607,274 

$ -
1,456,021 
1,670,441 

32,516 

$ -
24,973 

$ -

584,679 
(16,720,912) 

$ -
302,665 
320,976 

(240,117) 

$ -
8,154 

$ 2,902,988 
37,059,275 

137,025,547 
(4,260,072) 

Total investment income (loss) 97,078,041 88,210,301 3,158,978 24,973 (16,136,233) 383,524 8,154 172,727,738 

Interest income on loans receivable: 
Public sector 
Private sector 

235,481,248 
13,111,267 7,526,207 

3,730,068 239,211,316 
20,637,474 

Total interest income on loans receivable 235,481,248 13,111,267 7,526,207 3,730,068 - - - 259,848,790 

Total investment income (loss) and interest income on 
loans receivable 332,559,289 101,321,568 10,685,185 3,755,041 (16,136,233) 383,524 8,154 432,576,528 

Noninterest income: 
Fiscal agency fees 
Commitment, guarantee and other service fees 
Mortgage loan insurance premiums 
Net gain on sale of real estate available for sale 
Gain on sale ofloans 
Other income 

10,949,657 
3,707,979 

303,745 

458,767 
6,863,885 
3,000,213 

483,266 
335,030 
249,946 

2,961,264 

380,040 10,411 

46,257 
11,408,424 
13,579,385 
3,000,213 

483,266 
335,030 
944,142 

Total noninterest income 14,961,381 11,391,107 3,341,304 - 10,411 46,257 - 29,750,460 

Total operating revenues (loss) 347,520,670 112,712,675 14,026,489 3,755,041 (16,125,822) 429,781 8,154 462,326,988 

OPERATING EXPENSES: 
Provision (credit) for loan losses 
Interest expense: 
Deposits 
Securities sold under agreements to repurchase 
Commercial paper 
Certificates of indebtedness 
Bonds, notes and mortgage-backed certificates payable 

165,773,611 
30,635,161 

21,757 
240,556 

79,528,858 

(540,015) 

71,146,503 

47,001,496 

9,491,977 3,740,048 

46,461,481 

165,773,611 
30,635,161 

21,757 
240,556 

163,907,386 

Total interest expense 276,199,943 71,146,503 9,491,977 3,740,048 - - 360,578,471 

See notes to basic financial statements. 
(Cotinued) 
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS ­
FOR THE YEAR ENDED JUNE 30, 2009 

Noninterest expenses:
 
Salaries and fringe benefits
 
Depreciation and amortization
 
Occupancy and equipment costs
 
Legal and professional fees
 
Office and administrative
 
Subsidy and trustee fees
 
Provision for losses on guarantees and letters of credit
 
Other
 

Total noninterest expenses 

Total operating expenses 

OPERATING INCOME (LOSS) 

NONOPERATING EXPENSES - Contributions to Cooperative 
Development Investment Trust Fund and others 

SPECIAL ITEM - Contribution from Puerto Rico Infrastructure 
Financing Authority 

TRANSFERS IN 

TRANSFERS OUT 

CHANGE IN NET ASSETS 

NET ASSETS - Beginning ofyear 

NET ASSETS - End of year 

See notes to basic financial statements. 

GOB
 
Operating
 

Fund
 

$ 24,270,730 
1,801,865 
4,074,422 
2,559,363 

372,036 
3,870 

6,051,397 

39,133,683 

315,333,626 

32,187,044 

3,458,004 

154,221,814 

(100,000) 

182,850,854 

1,457,012,937 

$1,639,863,791 

Housing
 
Finance
 

Authority
 

$ 10,586,310 
1,031,371 
2,188,588 
2,672,405 

399,401 
262,684 

276,500 

17,417,259 

88,023,747 

24,688,928 

8,719,402 

(2,110,392) 

31,297,938 

545,661,745 

$ 576,959,683 

ENTERPRISE FUNDS 

Tourism 
Development 

Fund 

Public 
Finance 

Corporation 

$ -

110 
776,482 

$ -

4,544 

6,010,948 
2,863 

6,790,403 

63,283,876 

(49,257,387) 

542 

5,086 

3,745,134 

9,907 

(49,257,387) 

149,935,377 

$100,677,990 

9,907 

984,895 

$ 994,802 

Capital
 
Fund
 

$ ­

35,460 
30,168 

969 

66,597 

66,597 

(16,192,419) 

(16,192,419) 

82,749,432 

$ 66,557,013 

Development 
Fund 

$ ­

36,738 

2,892,047 
625 

2,929,410 

2,929,410 

(2,499,629) 

(2,499,629) 

39,241,077 

$36,741,448 

Other 
Nonmajor 

Total 
Enterprise 

Funds 

$ 69,216 

47,190 

20,205 

$ 34,926,256 
2,833,236 
6,263,120 
6,132,182 

801,605 
266,554 

8,902,995 
6,353,101 

136,611 66,479,049 

136,611 473,519,001 

(128,457) (11,192,013) 

3,458,004 

154,221,814 

100,000 8,819,402 

(2,210,392) 

(28,457) 146,180,807 

40,370 2,275,625,833 

$ 11,913 $2,421,806,640 

(Concluded) 
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

STATEMENT OF CASH FLOWS - ENTERPRISE FUNDS 
FOR THE YEAR ENDED JUNE 30, 2009 

GOB Housing Tourism Public Total 
Operating Finance Development Finance Capital Development Other Enterprise 

Fund Authority Fund Corporation Fund Fund Nonmajor Eliminations Funds 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Cash received from interest on housing program loans $ $ 12,467,615 $ $ $ $ $ $ $ 12,467,615 
Cash paid for housing program loans originated (41,672,867) (41,672,867) 
Principal collected on housing program loans 12,724,092 12,724,092 
Proceeds from sales of housing program loans 33,838,068 33,838,068 
Guarantee fees collected 3,439,096 46,257 3,485,353 
Payment of guarantees (645,516) (645,516) 
Cash received from other operating non-interest 

revenues 19,128,074 9,831,376 380,040 10,411 29,349,901 
Due from/to governmental funds 11,536,197 (4,729,210) 6,806,987 
Cash payments for other operating non-interest 
expenses (46,304,793) (22,339,449) (1,456,972) (4,056) (34,814) (3,646,948) (120,673) 2,881,509 (71,026,196) 

Cash received from mortgage loans insurance premiurr. 3,000,213 --­ 3,000,213 

Net cash provided by (used in) operating activitif ( 15,640,522) 3,119,838 2,362,164 (4,056) (24,403) (4,246,207) (120,673) 2,881,509 (11,672,350) 

CASH FLOWS FROM NONCAPITAL 
FINANCING ACTIVITIES: 
Contributions to others (3,458,004) (3,458,004) 
Transfers in 28,034,226 100,000 28,134,226 
Transfers out (100,000) (22,405,220) (22,505,220) 
Net increase (decrease) in: 
Deposits 635,129,766 (83,855,908) 551,273,858 
Commercial paper (500,000) (500,000) 

Proceeds from issuance of securities sold under 
agreements to repurchase 4,863,313,678 4,863,313,678 

Payment of securities sold under agreements to 
repurchase (4,691,460,568) (4,691,460,568) 

Proceeds from issuance of bonds and notes 1,680,000,000 1,597,006 32,449,592 (34,046,598) 1,680,000,000 
Repayments of bonds and notes (559,915,000) (215,087,160) (106,204) (2,612,186) 2,718,390 (775,002,160) 
Payment of notes issuance costs (14,438,967) (14,438,967) 
Escrow deposit received from the Commonwealth 93,482 93,482 
Escrow payments (15,681) (15,681) 
Contribution from Puerto Rico Infrastructure 

Financing Authority 100,702,498 100,702,498 
Interest paid (263,027,892) (36,084,023) (9,875,635) (7,160,998) --­ 2,973,516 (313,175,032) 

Net cash provided by (used in) noncapital 
financing activities 1,746,245,511 (243,945,171) 22,467,753 (9,695,383) --­ 100,000 (112,210,600) 1,402,962,110 

See notes to basic financial statements. (Continued) 
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GOVERNMENT DEVELOPMENT BANK FOR PUERTO RICO 
(A Component Unit of the Commonwealth of Puerto Rico) 

STATEMENT OF CASH FLOWS ­ ENTERPRISE FUNDS 
FOR THE YEAR ENDED JUNE 30, 2009 

GOB 
Operating 

Fund 

Housing 
Finance 

Authority 

Tourism 
Development 

Fund 

Public 
Finance 

Corporation 
Capital 
Fund 

Development 
Fund 

Other 
Nonmajor Eliminations 

Total 
Enterprise 

Funds 

CASH FLOWS FROM CAPITAL AND RELATED 
FINANCING ACTIVITIES ­ Purchase of capital asset $ (370,790) $ (642,650) $ - $ - $ - $ - $ - $ - $ (1,013,440) 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Net decrease (increase) in: 

Federal funds sold 
Deposits placed with banks 

Purchases of investments 
Proceeds from sales and redemptions of investments 
Interest and dividends received on investments 
Interest received on other than housing program loans 
Origination of other than housing program loans 
Principal collected on other than housing program loans 
Disbursements for acquisition and improvements to 

real estate held for sale 
Proceeds from sale of real estate held for sale 
Net change in other assets 

(1,047,380,000) 
444,402,244 

(11,439,994,173) 
11,233,217,368 

100,670,464 
350,770,681 

(3,843,218,189) 
2,433,263,674 

(16,014,280) 

(28,163,340) 
(82,934,721 ) 
286,308,076 
63,295,228 

(478,821) 
1,811,687 

149,884 

(47,140,896) 
(6,217,333) 
53,153,795 

271,730 
8,115,956 

(33,984,588) 
1,052,229 

26,003 
6,296,390 

3,476,792 

24,403 675,455 10,641 

110,653,301 

(29,049,893) 
809,220 

(3,782,737) 
34,046,598 
(2,718,390) 

(1,047,380,000) 
479,751,309 

(11,529,146,227) 
11,543,629,346 

165,783,144 
361,400,290 

(3,843,156,179) 
2,435,074,305 

(16,493,101) 
1,811,687 

149,884 

Net cash provided by (used in) investing activities (1,784,282,211) 239,987,993 (24,749,107) 9,799,185 24,403 675,455 10,641 109,958,099 (1,448,575,542) 

NET CHANGE IN CASH AND DUE FROM BANKS (54,048,012) (1,479,990) 80,810 99,746 (3,570,752) (10,032) 629,008 (58,299,222) 

CASH AND DUE FROM BANKS ­ Beginning of year 59,818,358 26,604,860 11,368,083 1,259,286 --­ 40,238,533 2,404,865 (59,771,930) 81,922,055 

CASH AND DUE FROM BANKS ­ End ofyear $ 5,770,346 $ 25,124,870 $ 11,448,893 $ 1,359,032 $ - $36,667,781 $2,394,833 $ (59,142,922) $ 23,622,833 

RECONCILIATION TO ENTERPRISE FUNDS 
BALANCE SHEET: 
Cash - unrestricted 
Cash - restricted 

$ 5,770,346 $ 7,227,598 
17,897,272 

$ 11,448,893 $ 1,359,032 $ -
-­

$36,667,781 $2,394,833 $ (59,020,274) 
(122,648) 

$ 5,848,209 
17,774,624 

TOTAL CASH AT YEAR END $ 5,770,346 $ 25,124,87Q $ 11,448,893 $ 1,359,032 -$--­ $36,667,781 $2,394,833 $ (59, I42,'m) $ 23,622,833 

See notes to basic financial statements. 
(Continued) 
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5. LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LOSSES 

Loans at June 30, 2009 consist of the outstanding balance of credit facilities granted to the following (in 
thousands): 

Enterprise funds 
GOB Tourism Housing Public 

Governmental Operating Development Finance Finance 
Activities Fund (1) Fund Authority Corporation Total 

Public corporations and agencies $ - $4,961,959 $ $ $101,051 $5,063,010 
Municipalities 1,174,982 1,174,982 
Allowance for loan losses (9,550) (9,550) 

Total loans to public sector 6,127,391 101,051 6,228,442 

Private sector 2,592 439 304,457 223,174 530,662 
. Allowance for loan losses (264) (52,424) (20,483) (73,700)~ 

Total loans to private sector 2,063 175 252,033 202,691 456,962 

Balance - end ofyear $2,063 $6,127,566 $252,033 $202,691 $101,051 $6,685,404 

(I) Excluding loans to component units 

Reconciliation to the government-wide 
statement of net assets: 
Unrestricted loans receivable - net $6,677,450 
Restricted loans receivable - net: 
Governmental activities 2,063 
Business-type activities 5,891 

Total $6,685,404 

Public sector loans amounting to approximately $1,422 million as of June 30, 2009 were delinquent by 
90 days or more or had matured, including approximately $89 million of loans classified as non-accrual. 
Interest income that would have been recorded if non-accrual loans had been accruing in accordance 
with their original terms was approximately $2.0 million in 2009. Interest collected on these loans 
during the year ended June 30,2009 amounted to approximately $933 thousand. 

At June 30, 2009, loans to public corporations and agencies of the Commonwealth amounting to 
approximately $5,063,010,000 were repayable from the following sources (in thousands): 

Repayment source Amount 

FIA Fund $1,064,251 
Proceeds from future issuance of Commonwealth's general 

obligation bonds 1,303,936 
Other - including future legislative appropriations and proceeds from 
future bond issuances from public entities other than the Commonwealth 2,694,823 

Total $5,063,010 

Since one of the Bank's principal functions is to provide financing to the Commonwealth and its 
instrumentalities, the Bank's loan portfolio includes loans to various departments and agencies of the 
Commonwealth, to various public corporations, and to municipalities, which represent a significant 
portion of the Bank's assets. Loans to the Commonwealth and its agencies typically include working 
capital lines of credit payable from short-term tax and revenue anticipation notes issued by the 
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Commonwealth, interim financing of capital improvements payable from Commonwealth general 
obligation bonds, and in recent years loans to finance the Commonwealth's budget deficit, which loans 
are payable from uncollected taxes and from annual appropriations made by the legislature of Puerto 
Rico. Loans to the public sector, excluding municipalities, amounted to approximately $5.1 billion or 
36.1 % of the Bank's government-wide total assets at June 30, 2009. 

Many of the public sector loans are payable from legislative appropriations from, or future tax revenues 
of, the Commonwealth. Accordingly, the payment of these loans may be affected by budgetary 
constraints, the fiscal situation and the credit rating of the Commonwealth. Significant negative changes 
in these factors may have an adverse impact on the Bank's financial condition. During fiscal years 2003 
to 2008, the Commonwealth's recurring expenditures exceeded its recurring revenues. These shortfalls 
were partially covered with loans from the Bank and other non-recurring revenues. In addition, the 
Commonwealth has preliminary estimated that it expenditures will exceed its revenues for fiscal year 
2009. Also, the approved Commonwealth's budget for fiscal year 2010 shows an excess of expenditures 
over revenues of approximately $1 billion. During fiscal years 2003, 2004,2005,2006 and 2008, the 
Bank granted loans to the Commonwealth for $250 million, $233 million, $550 million, $741 million, 
and $190 million, respectively, to cover part of the Commonwealth's deficit. As of June 30, 2009 the 
outstanding principal amount of loans granted to finance the Commonwealth's budget deficit was 
$240 million. 

In addition, due mainly to the Commonwealth's financial situation, in May 2005, Moody's Investors 
Service ("Moody's") and Standards & Poor's Rating Services ("S&P") each announced downgrades to 
the Commonwealth's credit ratings. Moody's and S&P lowered the rating on the Commonwealth's 
appropriation debt to "Baa3" and "BBB-," respectively. On February 24, 2006, Moody's placed the 
Commonwealth's rating on Watchlist with negative implications. On March 22, 2006, S&P placed the 
Commonwealth's rating on CreditWatch with negative implications. On May 8, 2006, Moody's further 
downgraded the Commonwealth's appropriation debt rating from Baa3 to Bal and kept the ratings on 
Watchlist. On July 20, 2006, S&P confirmed its BBB- rating on the Commonwealth appropriation debt, 
and removed the rating from CreditWatch with negative implications. S&P's rating outlook, however, 
remained negative. On July 21, 2006, Moody's confirmed its Bal rating on the Commonwealth's 
appropriation debt and removed the rating from Watchlist with negative implications. On November 6, 
2007, Moody's changed the rating outlook of the Commonwealth from negative to stable. At June 30, 
2009, the Commonwealth's credit rating was BBB- and Baa3 by S&P & Moody's, respectively with a 
stable outlook on the Commonwealth's general obligation debt. 

In an effort to address the Commonwealth's structural budget imbalance, the legislature enacted 
Act No. 117 of July 4,2006 ("Act No. 117"), which amended the Puerto Rico Internal Revenue Code of 
1994 to provide, among other things, for a general sales and consumption tax of 5.5% (the "Sales Tax") 
to be imposed by the Commonwealth. Act No. 117 also eliminated the 5% general excise tax imposed 
on imported goods and the 3.6% general excise tax on goods manufactured in Puerto Rico, and provides 
certain income tax reductions to taxpayers. The Sales Tax was effective on November 15, 2006. Act 
No. 117 also imposed other measures to address the structural budget imbalance, such as fiscal reform, 
government reorganization plan, and special income tax rates to certain transactions occurring during the 
first semester of fiscal year 2007. 
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The Legislature enacted on May 13,2006 Act No. 91, which created the Imperative Interest Fund (the 
''lIF''), as a separate fund to be administered by the Department of the Treasury of the Commonwealth 
and GDB. The IIF will generate revenues from collections of the first one percent of the Sales Tax. Such 
revenues shall be used for, among other, paying, refinancing or restructuring the extra-constitutional 
debt of the Commonwealth that was outstanding at June 30, 2006. Public sector loans to the 
Commonwealth, its agencies and instrumentalities that do not have the full faith and credit of the 
Commonwealth are considered extra-constitutional debt. As of June 30, 2009, approximately 
$1.1 billion of public sector loans are considered extra-constitutional. 

Act No. 91 was amended by Act No. 291, enacted on December 26, 2006, and by Act No. 56, enacted 
on July 6, 2007, to create the Puerto Rico Sales Tax Financing Corporation (the "Sales Tax 
Corporation") as an independent governmental instrumentality that will own and hold the IIF Fund for 
the purpose of financing the payment, retirement or defeasance of the extra-constitutional debt. Pursuant 
to Act No. 91 ownership of the IIF, renamed as the Dedicated Sales Tax Fund (the "Sales Tax Fund"), 
was transferred to the Sales Tax Corporation. 

On July 31, 2007, the Sales Tax Corporation issued $2,668 million 2007 Series A bonds, and 
$1,333 million 2007 Series B bonds for, among other, the payment and retirement ofa portion of the 
extra-constitutional debt owed to the Bank and the Public Finance Corporation, which was outstanding 
as of June 30, 2006. The Bank received $1.7 billion in partial payment of its public sector loans 
considered extra-constitutional debt. 

In January 2009, Act No. 91 was amended by Act No. I ("Act No. I") to increase the Pledged Sales Tax 
to 2% of the Commonwealth's share of the sales and consumption tax. Furthermore, Act No.1 amended 
Act No. 91 to allow the use of the proceeds offuture bond issuances by the Sales Tax Corporation to 
(i) pay the Bank the $1,000 million Tax Receivables Anticipation Bonds issued by the Commonwealth 
during the first semester of fiscal year 2009 to cover a portion of the fiscal year 2009 deficit, (ii) pay 
principal and/or interest of loans granted by the Bank to the Commonwealth payable from future 
Commonwealth general obligation bonds and any debt of the Commonwealth outstanding as of 
December 31, 2008 that did not have source of repayment or was payable from budgetary 
appropriations, (iii) pay a portion of accounts payable to suppliers of the Commonwealth, (iv) payor 
finance Commonwealth's operating expenses of fiscal years 2009,2010 and 2011, (v) payor finance the 
Commonwealth's operating expenses of fiscal year 2012 to the extent included in the annual budget of 
the Commonwealth, (vi) fund the Puerto Rico Economic Stimulus Fund created by Article 5 of Act 
No.1, (vii) nourish the Puerto Rico Commonwealth Emergency Fund to cover expenditures resulting 
from catastrophic events, and (viii) fund the Economic Cooperation and Public Employees Alternative 
Fund. 

Finally, Act No.7 of March 9, 2009 amended Act No. 91 to increase the Pledged Sales Tax by an 
additional 0.75% or to 2.75%, which represents 50% of the Commonwealth's share of the sales and 
consumption tax. This increase will be effective in fiscal year 2010. In addition, Act. No. 7 created an 
integrated plan for the Commonwealth's fiscal stabilization that includes: (i) operating expense­
reduction measures, including various workforce reduction initiatives and a temporary freeze of salary 
increases and other economic benefits included in certain laws and collective bargaining agreements; 
(ii) tax revenue enforcement measures; (iii) a combination of permanent and temporary tax increases, 
and (iv) other financial measures, including the increase of the Pledged Sales Tax. 
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In June 2009, the Sales Tax Corporation issued $5.2 billion Tax Revenue Bonds, Series 2009 A, Band 
C whose proceeds were applied to various uses as stated in Act No. 91, as amended, including among 
other, the payment to the Bank of the $1,000 million Tax Receivable Anticipation Bonds issued by the 
Commonwealth and the payment of $20 1.8 million of accrued interest of loans owed by the 
Commonwealth and certain of its agencies to the Bank. 

Although the Commonwealth is using its best efforts to maximize revenues and reduce expenditures, 
there can be no assurance that its future revenues will be greater than its expenditures. 

Based on previous experience and recent developments, management of the Bank believes that the 
carrying amount of the loans to the public sector will be collected (including interest at the contracted 
rate), and that accordingly, no additional allowance for losses for loans to the public sector is needed at 
June 30, 2009. 

During 2009, the Bank and a municipality entered into a restructuring agreement whereby the Bank 
restructured a disputed loan of $11.9 million, that had been fully reserved in 2008, and granted a new 
loan for $9.6 million with a fixed interest rate of 4.50% and maturing on July 1, 2016. The restructured 
loan is repayable from the municipality sales tax. At June 30, 2009, management determined that the 
restructured loan should be fully reserved until the borrower meets the revised terms for at least one year 
after the restructuring. 

Also during 2009, the Bank entered into an agreement with an agency of the Commonwealth whereby 
the Bank received several properties with appraised values (based on appraisals made near the 
transaction date) of$155.9 million in lieu of payment of a loan whose principal balance and accrued 
interest receivable amounted to $144.2 million at December 30, 2008. Management of the Bank 
obtained recent appraisals of the properties close to June 30, 2009, which resulted in a decrease in the 
appraised values of certain of such properties, net of estimated selling costs, of approximately 
$27 million, which was recorded as a reduction of the carrying value of the properties (included within 
real estate available for sale in the accompanying statement of net assets) and a receivable from the 
Commonwealth (included within other assets in the accompanying statement of net assets). The 
interagency agreement provides that the agency of the Commonwealth shall transfer to the Bank 
additional properties to cover any deficiency in the properties values during a period of five years. 
Management of the Bank is of the opinion that it will receive properties to cover the unrealized 
deficiency before the established period and, accordingly, believes that no valuation allowance on the 
receivable from the Commonwealth is needed at June 30, 2009. 

Loans to the private sector include the outstanding principal balance of credit facilities granted by the 
Bank to private enterprises in Puerto Rico, the activities of which are deemed to further the economic 
development of Puerto Rico. They also include the outstanding principal balance of mortgage loans 
granted to low and moderate-income families for the acquisition of single-family housing units and to 
developers of low and moderate-income multifamily housing units in Puerto Rico, and direct loans to 
tourism projects. These credit facilities, net of allowance for loan losses, amounted to approximately 
$457 million at June 30, 2009 of which approximately $205 million are mortgage loans for low and 
moderate-income housing units and approximately $252 million are for tourism projects. 

Private sector loans classified as non-accrual amounted to approximately $171.5 million at June 30, 
2009. Interest income that would have been recorded if these loans had been performing in accordance 
with their original terms was approximately $4.9 million in 2009. No interest was collected on these 
loans for the year ended June 30, 2009. 
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The following is a summary of private sector loans of the enterprise funds considered to be impaired as 
of June 30, 2009, and the related interest income for the year then ended (in thousands): 

Enterprise funds 
GOB Housing Tourism 

Operating Finance Development 
Fund Authority Fund Total 

Recorded investment in impaired loans: 
Not requiring an allowance for loan losses $175 $ - $ $ 175 
Requiring an allowance for loan losses 264 46,244 125,000 171,508 

Total recorded investment in impaired loans $439 $46,244 $125,000 $171,683 

Related allowance for loan losses $264 $ 7,627 $ 52,424 $ 60,315 
Average recorded investment in impaired loans 450 50,428 10,417 61,295 
Interest income recognized on impaired loans 

The following is a summary of the activity in the allowance for loan losses for the year ended
 
June 30, 2009 (in thousands):
 

Enterprise Funds 
GOB Tourism Housing 

Governmental Operating Development Finance 
Activities Fund Fund Authority Total 

Balance - beginning of year $613 $12,124 $ 5,423 $24,481 $42,641 
Provision (credit) for loan losses (87) 47,001 (540) 46,374 
Net recoveries (charge-offs) 3 ~ ~ ~ 

Balance - end ofyear $ 529 $ 9,814 $52,424 $20,483 $83,250 

During the year ended June 30,2009, the Housing Finance Authority sold approximately $33.5 million 
of single family mortgage loans receivable. The net proceeds from the sale of these loans amounted to 
approximately $34.0 million, including $156,000 of accrued interest. The net gain on the sale of these 
loans was approximately $335,000. 

6. DUE FROM FEDERAL GOVERNMENT 

Under the New Secure Housing Program (the "Program"), the Housing Finance Authority is responsible 
for administering the Program, including contracting, supervising and paying the designers, inspectors, 
and legal services needed for the Program. The Authority also provides all the funding for the Program 
through a $67 million non-revolving line of credit with the Bank. The Department of Housing is 
responsible for land acquisitions, auctioning projects, awarding construction contracts, qualifying 
participants, and selling housing units to eligible participants. 

Under the terms of the grant, the construction of, and relocation of participants, into new secure housing 
facilities was to be completed by December 31,2007. In addition, FEMA would reimburse 75% of the 
allowable costs of the Program. Funds collected under the Program since its inception amounted to 
approximately $113 million and are subject to compliance audits under OMB Circular A-133 and 
federal granting agencies audits. 

.Ill April 2007, FEMA discontinued reimbursing the Housing Finance Authority's allowable costs based 
on the Program's noncompliance with the scheduled dates for construction activities and case 
management. The Department of Housing requested a one-year extension up to December 31,2008, and 
although original request was denied, FEMA granted such request in 2007. 
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On June 6, 2008, the Department of Housing requested an additional one-year extension up to 
December 31, 2009, for the completion of the construction and relocation of participants into new secure 
housing facilities. On July 1,2008, FEMA denied the additional one-year extension. The Department of 
Housing requested through the Governor's Authorized Representative (GAR) on September 19, 2008, a 
reconsideration ofFEMA's decision not to grant the extension. On December 23, 2008, FEMA granted 
a one year extension up to December 31, 2009. 

Significant progress has been made to date in the construction activities and in the case management of 
the Program. Notwithstanding, there is still uncertainty about the compliance with the scheduled date of 
completion. Based on this and the fact that no reimbursements have been received from FEMA since 
April 2007, management has decided to establish an allowance for the $24.8 million due from the 
federal government. 

7.	 REAL ESTATE AVAILABLE FOR SALE 

Real estate available for sale at June 30, 2009, consisted of the following: 

Enterprise Funds 
GOB Housing 

Governmental Operating Finance 
Activities Fund Authority Total 

Residential (1--4 units) $ 192,941 $ $3,834,144 $ 4,027,085 
. Commercial 6,764,607 202,153,679 208,918,286 

Valuation allowance (6,438,081) (1,194,035) (106,028) (7,738,144) 

Total real estate 
held for sale $ 519,467 $200,959,644 $3,728,116 $205,207,227 

Reconciliation to the government-wide statement of net assets: 

Unrestricted real estate available for sale $ 203,396,509 
. Restricted real estate available for sale 1,810,718 

Total $ 205,207,227 

The following is a summary of the activity in the valuation allowance for the year ended June 30, 2009: 

GOB Housing 
Governmental Operating Finance 

Activities Fund Authority Total 

Balance - beginning ofyear $ 20,105,732 $ $ 431,943 $ 20,537,675 
Provision (credit) for 

possible losses 77,652 1,194,035 (121,898) 1,149,789 
Write-offs (13,745,303) (204,017) (13,949,320) 

Balance - end of year $ 6,438,081 $1,194,035 $ 106,028 $ 7,738,144 
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During 2009, the Bank entered into an agreement with an agency of the Commonwealth whereby the 
Bank received several properties with appraised values (based on appraisals made near the transaction 
date) of$155.9 million in lieu of payment ofa loan whose principal balance and accrued interest 
receivable amounted to $144.2 million at December 30, 2008. Management of the Bank obtained recent 
appraisals of the properties close to June 30, 2009, which resulted in a decrease in the appraised values 
of certain of such properties net of estimated selling costs, of approximately $27 million, which was 
recorded as a reduction of the carrying value ofthe properties (included within real state available for 
sale in the accompanying statement of net assets) and a receivable from the Commonwealth (included 
within other assets in the accompanying statement of net assets). The interagency agreement provides 
that the agency of the Commonwealth shall transfer to the Bank additional properties to cover any 
deficiency in the properties values during a period of five years. Management ofthe Bank is of the 
opinion that it will receive properties to cover the unrealized deficiency before the established period 
and, accordingly, believes that no valuation allowance on the receivable from the Commonwealth is 
needed at June 30, 2009. 

8. CAPITAL ASSETS 

Capital assets activity for the year ended June 30,2009, was as follows: 

Beginning Reductionsl Ending 
Balance Additions Reclassifications Balance 

Capital assets not being depreciated -land $10,970,990 $ $(8,125,985) $ 2,845,005 

Capital assets being depreciated: 
Building 8,988,048 8,988,048 
Leasehold improvements 3,994,861 40,249 (17,144) 4,017,966 
1nfonnation systems 3,322,143 541,823 (655,439) 3,208,527 
Office furniture and equipment 2,851,922 201,280 (330,925) 2,722,277 
Software 3,798,777 178,630 (503,762) 3,473,645 
Vehicles 207,915 51,458 (36,248) 223,125 

Total capital assets being depreciated 23,163,666 1,013,440 (1,543,518) 22,633,588 

Less accumulated depreciation and amortization for: 
Building (1,685,258) (224,701) (1,909,959) 
Leasehold improvements (1,005,286) (370,178) 17,144 (1,358,320) 
Infonnation systems (1,562,381) (785,200) 656,637 (1,690,944) 
Office furniture and equipment (1,471,793) (484,546) 330,925 (1,625,414) 
Software (830,430) (940,795) 503,762 (1,267,463) 
Vehicles (182,667) (27,816) 36,248 (174,235) 

Total accumulated depreciation and amortization (6,737,815) (2,833,236) 1,544,716 (8,026,335) 

Total capital assets being depreciated - net 16,425,851 (1,819,796) 1,198 14,607,253 

Total capital assets - net $27,396,841 $(1,819,796) $(8,124,787) $17,452,258 

9. DEPOSITS 

Deposits consist predominantly of interest-bearing demand accounts, special government deposit 
accounts, and time deposits from the Commonwealth, its agencies, instrumentalities, and municipalities. 
Interest expense on these deposits amounted to approximately $154.6 million in 2009. 
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10. SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE 

The following is selected information concerning securities sold under agreements to repurchase: 

Carrying amount at June 30, 2009 $ 859,053, II° 
Maximum amount outstanding at any month-end 1,176,712,579 
Average amount outstanding during the year 848,085,991 

. Weighted average interest rate for the year 3.49% 
Weighted average interest rate at year-end 3.05% 

The following summarizes the activity of securities sold under agreements to repurchase for the year 
ended June 30, 2009: 

Beginning Ending 
Balance Issuances Maturities Balance 

GDB Operating 
Fund $687,200,000 $4,863,313,678 $4,691,460,568 $ 859,053,110 

All sales of investments under agreements to repurchase are for fixed terms. In investing the proceeds of 
securities sold under agreements to repurchase, the Bank's policy is for the term to maturity of 
investments to be on or before the maturity of the related repurchase agreements. At June 30,2009, 
approximately $419 million of securities sold under agreements to repurchase mature within one year 
and $440 million mature during fiscal year 2011. 

11. COMMERCIAL PAPER 

The Bank issued commercial paper in the U.S. taxable and tax-exempt commercial paper markets, in the 
Eurodollar commercial paper market, and to corporations that have grants of tax exemption under the 
Commonwealth's industrial incentives laws. Commercial paper represented unsecured obligations of the 
Bank. 

The following information corresponds to commercial paper: 

Carrying amount at June 30, 2009 $ 
Maximum amount outstanding at any month-end 500,000 
Average amount outstanding during the year 421,917 
Weighted average interest rate for the year 195.00% 
Weighted average interest rate at year-end - % 

The following summarizes the commercial paper activity for fiscal year 2009: 

Beginning Ending Due Within 
Balance Issuances Maturities Balance One Year 

GDB Operating 
Fund $ 500,000 $1,500,000 $2,000,000 $ $ 
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12.	 CERTIFICATES OF INDEBTEDNESS 

Certificates of indebtedness consist of time deposits from corporations that have grants of tax 
exemptions under the Commonwealth's industrial incentives laws. The following summarizes the 
certificates of indebtedness activity for the year ended June 30, 2009: 

Beginning Ending Due Within 
Balance Issuances Maturities Balance One Year 

GDB Operating 
Fund $11,800,000 $ $ $11,800,000 $ 

At June 30, 2009, certificates of indebtedness amounting to approximately $7.5 million contractually 
mature during the fiscal year ending June 30, 2011 and approximately $4.3 million contractually mature 
during the fiscal year ending June 30, 2012. 

13.	 BONDS, NOTES, AND MORTGAGE-BACKED CERTIFICATES PAYABLE, AND OTHER 
LIABILITIES 

The activity of bonds payable and other borrowed funds for the year ended June 30, 2009 is as follows: 

Beginning Debt Debt Ending Due Within 
Balance Issued Paid Reductions Balance One Year 

Governmental activities ­
commonwealth appropriation 
bonds and notes: 
Note payable - AHMSP 
Stage 7 $4,962,005 $ - $ - $ (150,768) $4,811,237 $ ­
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Beginning 
Balance 

Issuances-
Net 

Business-type activities: 
GDB Operating Fund: 

Adjustable Refunding Bonds 
Senior Notes 2006 Series B 
Senior Notes 2006 Series C 
Senior Notes 2008 Series A 
Senior Notes 2008 Series B 
Senior Notes 2009 Series A 
Senior Notes 2009 Series B 
Add unamortized premium ­ net 

$ 267,000,000 
594,020,000 

81,960,000 

12,849,433 

$ 

944,533,000 
285,467,000 
250,000,000 
200,000,000 

Total GDB Operating Fund 955,829,433 1,680,000,000 

Housing Finance Authority: 
Mortgage Trust ill 990,663,874 

Revenue bonds and mortgage-backed 
certificates: 
Single Family Mortgage Revenue 

Bonds, Portfolio IX 124,450,000 
Single Family Mortgage Revenue 

Bonds, Portfolio X 224,595,000 
Single family Mortgage Revenue 

Bonds, Portfolio XI 200,000,000 
Homeownership Mortgage 

Revenue Bonds 2000 56,235,000 
Homeownership Mortgage 

Revenue Bonds 200 I 60,975,000 
Homeownership Mortgage 

Revenue Bonds 2003 28,080,000 
Mortgage-Backed Certificates 
2006 Series A 142,633,975 

Total revenue bonds and 
mortgage-backed certificates 836,968,975 

Subtotal 1,827,632,849 

Notes payable to GDB 1,597,006 
Plus unamortized premium 600,856 
Less unaccreted discount and 

deferred loss on refundings 549,031,082 

Total Housing Finance 
Authority 1,279,202,623 1,597,006 

Tourism Development Fund: 
Participation agreement payable 26,000,000 
Notes payable to GDB 213,934,464 32,449,592 

Total Tourism Development 
Fund 239,934,464 32,449,592 

Public Finance Corporation - note 
payable to GDB 103,936,077 

Total 2,578,902,597 1,714,046,598 

Less intrafund eliminations (446,816,040) (34,046,598) 

Total business-type activities $2,132,086,557 $ I,680,000,000 

Reductions 
Ending 
Balance 

Due within 
One Year 

$(267,000,000) 
(92,915,000) 

(200,000,000) 

(3,189,129) 

(563,104,129) 

$ 
501,105,000 

81,960,000 
744,533,000 
285,467,000 
250,000,000 
200,000,000 

9,660,304 

2,072,725,304 

$ 
72,450,000 

209,611 

72,659,611 

(43,270,000) 947,393,874 43,060,000 

(5,160,000) 119,290,000 2,350,000 

(144,565,000) 80,030,000 1,285,000 

200,000,000 3,020,000 

(3,815,000) 52,420,000 1,130,000 

(5,365,000) 55,610,000 1,295,000 

(2,360,000) 25,720,000 615,000 

(10,552,160) 132,081,815 11,264,136 

(171,817,160) 

(215,087,160) 

(49,162) 

665,151,815 

1,612,545,689 

1,597,006 
551,694 

20,959,136 

64,019,136 

(34,525,858) 514,505,224 

(180,610,464) 1,1 00,189, 165 64,019,136 

(106,204) 
26,000,000 

246,277,852 8,400,000 

(106,204) 272,277,852 8,400,000 

(2,612,187) 

(746,432,984) 

(7,794,986) 

$(754,227,970) 

101,323,890 

3,546,516,211 

(488,657,624) 

$3,057,858,587 

2,323,891 

147,402,638 

(10,723,891) 

$136,678,747 
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The annual debt service requirements to maturity, including principal and interest, for long-tenn debt, 
(excluding notes payable by component units to the Bank) as of June 30, 2009, are as follows: 

Year Ending 
June 30, 

2010 
2011 
2012 
2013 
2014 
2015-2019 

Total 

Year Ending 
June 30, 

2010
 
2011
 

. 2012 
2013 
2014 
2015-2019 
2020-2024 
2025-2029 
2030-2034 
2035-2039 
2040-2044 

Total 

Year Ending 
June 30, 

2010 
. 2011 

2012 
2013 
2014 
2015-2019 

Total 

GOB Operating Fund
 
Business-Type Activities
 

Principal Interest 

$ 72,450,000 $ 113,468,275 
63,295,000 110,112,796 

878,065,000 92,863,504 
66,205,000 69,882,921 

414,285,000 57,859,921 
568,765,000 150,514,867 

$2,063,065,000 $ 594,702,284 

Housing Finance Authority 
Governmental Activities 
Principal Interest 

$ $ 256,831 
256,831 
256,831 
256,831 

95,757 217,922 
524,890 1,012,614 
449,503 781,392 

1,584,006 614,649 
2,157,081 83,555 

$4,811,237 $3,737,456 

Business-Type Activities 
Principal 

$ 64,019,136 
62,081,192 
62,165,354 
61,633,154 
57,880,850 

273,109,288 
180,328,484 
633,888,231 
137,125,000 
73,815,000 

6,500,000 

$1,612,545,689 

Interest 

$ 33,931,424 
33,121,749 
32,182,523 
31,302,906 
30,358,105 

136,829,612 
108,912,131 
77,521,138 
40,939,711 
12,325,286 

147,604 

$ 537,572, 189
 

Tourism Development Fund 
Business-Type Activities 
Principal Interest 

$ $ 1,977,083 
1,977,083 
1,982,500 
1,977,083 
1,977,083 

26,000,000 7,913,750 

$ 26,000,000 $17,804,582 
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Governmental Activities - Bonds and notes payable by governmental activities consist of the 
following: 

Description and Maturity Date 
Interest 

Rate 
Amount 

Outstanding 

Note payable Affordable Housing Mortgage Subsidy Program 
Stage 7 ­ due on July 1,2009 each July thereafter to 
July 1,2031 4.10%-5.25% $4,811,237 

Note Payable to Puerto Rico Public Finance Corporation - On December 27,2001, the Housing 
Finance Authority entered into a loan agreement (the "Note") with the GDB Operating Fund to refinance 
the Affordable Housing Mortgage Subsidy Program Stage 7 note payable (the "Old Note") of the 
Housing Bank, as authorized by Act No. 164 of December 17, 2001. The Public Finance Corporation 
acquired and restructured the Note through the issuance of its Commonwealth appropriations bonds 
("PFC Bonds"). The PFC Bonds were issued under a trust indenture whereby the Public Finance 
Corporation pledged and sold the Note, along with other notes under Act No. 164, to certain trustees and 
created a first lien on the revenues of the notes sold. The notes payable to the Public Finance 
Corporation were originally composed of a loan granted by the Bank, which, pursuant to Act No. 164 of 
December 17,2001, the Public Finance Corporation acquired and restructured through the issuance of 
Commonwealth appropriation bonds. These bonds were issued under trust indenture agreements 
whereby the Public Finance Corporation pledged the notes to certain trustees and created a first lien on 
the pledged revenue (consisting of annual Commonwealth appropriations earmarked to repay these 
notes) for the benefit of the bondholders. 

During June 2004, the Public Finance Corporation advance refunded a portion of certain of its 
outstanding Commonwealth appropriation bonds issued in 2001 under Act No. 164 of December 17, 
2001. The Housing Finance Authority recognizes a mirror effect of this advance refunding by the Public 
Finance Corporation in its own notes payable in proportion to the portion of the Housing Finance 
Authority's notes payable included in the Public Finance Corporation refunding. The aggregate debt 
service requirements of the refunding and unrefunded notes will be funded with annual appropriations 
from the Commonwealth. 

The Note's outstanding balance at June 30, 2009 was $4,811,237 and matures on July 1, 2031. Interest 
on the unpaid principal amount of the Note is equal to the applicable percentage of the aggregate interest 
payable on the Public Finance Corporation Bonds. Applicable percentage is the percentage representing 
the proportion of the amount paid by Public Finance Corporation on the PFC Bonds serviced by the 
Note to the aggregate amount paid by Public Finance Corporation on all the PFC Bonds issued by 
Public Finance Corporation under Act No. 164. 
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Business-Type Activities - Bonds, notes and mortgage-backed certificates payable of business-type 
activities consist of the following: 

Description and Maturity Date 

GDB Senior Notes: 
Series 2006 B ­ December I until December 1, 2017 
Series 2006 C ­ January 1,2015 
Series 2008 A ­ Each February 1 from 2012 to 2019 
Series 2008 B ­ Each February 1 from 2012 to 2019 
Series 2009 A ­ Each February 1 from 2012 to 2019 
Series 2009 B ­ Each February 1 from 2012 to 2019 

Mortgage Trust III: 
Each July 1 and January 1 until July 1,2011 
Each July 1 and January 1 until January 1,2021 January 1,2026 

Single Family Mortgage Revenue Bonds - Portfolio IX
 
Each December 1 and June 1 until December 1,2012
 

Single Family Mortgage Revenue Bonds - Portfolio X
 
Each December 1 and June 1 until December 1,2037
 

Single Family Mortgage Revenue Bonds - Portfolio XI 
Each December 1 and June 1 until December 1,2039 

Mortgage-Backed Certificates, 2006 Series A 
June 29, 2026 through August 29,2030 

Homeownership Mortgage Revenue Bonds 2000 Series ­
Each June 1 and December 1 until December 1,2032 

Homeownership Mortgage Revenue Bonds 2001 Series: 
Each December 1 until December 1,2012 
June 1, 2013 and each December 1 and June 1 

thereafter to December 1,2033 

Homeownership Mortgage Revenue Bonds 2003 Series: 
Each December 1 until December 1, 2013 
June 1,2013 and each December 1 and June 1 

thereafter to December 1,2033 

Total 

Interest 
Rate 

Amount 
Outstanding 

4.125%-5.00% 
5.25 

5.50-6.50 
5.50-6.50 
5.50-6.50 
5.50-6.50 

$ 508,460,904 
84,264,400 

744,533,000 
285,467,000 
250,000,000 
200,000,000 

Zero Coupon 
Zero Coupon 

62,439,937 
245,102,596 

3.85-5.60 119,290,000 

4.15-5.65 80,030,000 

2.60-5.45 200,000,000 

2.955-6.56 118,520,750 

4.25-5.20 52,420,000 

4.35-4.70 

4.45-5.50 

5,540,000 

50,070,000 

3.2-4.00 

4.375-4.875 

3,285,000 

22,435,000 

$ 3,031,858,587 

Adjustable Refunding Bonds - On August 1,2008, the Bank repurchased the $267 million 
outstanding balance of its adjustable refunding bonds as a result of significant increases in the interest 
rate of these auction rate bonds. The Bank expects to reissue these bonds at a fixed rate during fiscal 
year 2010. 

GDB Senior Notes 2008, Series A - On December 30, 2008, the Bank issued $944,533,000 of Senior 
Notes, 2008 Series A, (the "2008 Series A Notes"). The 2008 Series A Notes consist oftenn notes 
maturing on various dates from February 1,2012 to February 1,2019 and carrying fixed interest rates 
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ranging from 5.50% to 6.50%. The 2008 Series A Notes are subject to redemption prior to maturity at 
the option of the Bank, either in whole or in part, at a price equal to the principal amount to be redeemed 
plus accrued interest to the date of redemption, without premium, on February 1,2010 and on a monthly 
basis thereafter on each interest payment date, subject to at least 30 days prior notice. 

GDB Senior Notes 2008, Series B - On January 8, 2009, the Bank issued $285,467,000 of Senior 
Notes, 2008 Series B, (the "2008 Series B Notes"). The 2008 Series B Notes consist of term notes 
maturing on various dates from February 1,2012 to February 1,2019 and carrying fixed interest rates 
ranging from 5.50% to 6.50%. The 2008 Series B Notes are subject to redemption prior to maturity at 
the option of the Bank, either in whole or in part, at a price equal to the principal amount to be redeemed 
plus accrued interest to the date of redemption, without premium, on February 1,2010 and on a monthly 
basis thereafter on each interest payment date, subject to at least 30 days prior notice. 

GDB Senior Notes 2009, Series A - On January 29, 2009, the Bank issued $250,000,000 of Senior 
Notes, 2009 Series A, (the "2009 Series A Notes"). The 2009 Series A Notes consist of term notes 
maturing on various dates from February 1,2012 to February 1,2019 and carrying fixed interest rates 
ranging from 5.50% to 6.50%. The 2009 Series A Notes are subject to redemption prior to maturity at 
the option of the Bank, either in whole or in part, at a price equal to the principal amount to be redeemed 
plus accrued interest to the date of redemption, without premium, on February 1,2010 and on a monthly 
basis thereafter on each interest payment date, subject to at least 30 days prior notice. 

GDB Senior Notes 2009, Series B - On June 30, 2009, the Bank issued the $200,000,000 of Senior 
Notes, 2009 Series B, (the "2009 Series B Notes"). The 2009 Series B Notes consist of term notes 
maturing on various date from February 1,2012 to February 1,2019 and carrying fixed interest rates 
ranging from 5.50% to 6.50%. The 2009 Series B Notes are subject to redemption prior to maturity at 
the option of the Bank, either in whole or in part, at a price equal to the principal amount to be redeemed 
plus accrued interest to the date of redemption, without premium, on February 1,2010 and on a monthly 
basis thereafter on each interest payment date, subject to at least 30 days prior notice. 

The Housing Finance Authority has refunded/in-substance defeased certain bonds by placing internally 
generated moneys or the proceeds ofnew bonds in irrevocable trusts to provide for all future debt 
service payments on the refunded or in-substance defeased bonds. Accordingly, the trust account assets 
and the related refunded/defeased bonds are not included in the Housing Finance Authority's financial 
statements. During 2009, $51 million of bonds that were considered defeased were repaid. At June 30, 
2009, there are no bonds outstanding that are considered defeased. 

Participation Agreement Payable - On April 10, 2006, the Tourism Development Fund entered into 
a debt restructuring agreement with Hotel Dorado, S.E. (the "Hotel") whereby the Tourism 
Development Fund, as guarantor of the Hotel's AFICA bonds, accelerated the AFICA bonds payment in 
exchange for a note receivable of $26 million (the "Note") from the Hotel. In addition, on April 10, 
2006, the Tourism Development Fund entered into a participation agreement with a financial institution 
whereby the Tourism Development Fund transferred a 100% participation (the "Participation") in the 
Note. 

The Participation is subject to recourse and the Tourism Development Fund is obligated to purchase the 
loan from the financial institution upon the occurrence and during the continuance of an event of default 
under the participation agreement. The participation agreement also stipulates that the financial 
institution cannot sell, pledge, transfer, assign or dispose of the Participation without the Tourism 
Development Fund's consent. Accordingly, the Tourism Development Fund has recorded the Note as 
part of loans receivable and has recorded a participation agreement payable (Le. a collateralized 
borrowing) in the accompanying balance sheet - enterprise funds. 
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The Note bears interest at a fixed rate of 7.5%, which is payable on a quarterly basis, and originally 
matured on April 9, 2009. In August 2008, The Tourism Development Fund agreed to extend the 
maturity to July 1, 2018 and approved a conditional-commitment to provide a guarantee for a permanent 
loan to be provided by the financial institution upon completion of the construction of some amenities 
and subject to compliance with certain conditions. The outstanding principal balance of the Note and the 
corresponding participation agreement payable amounted to $26 million as of June 30, 2009. 

The activity for noncurrent accounts payable and accrued liabilities during the year ended June 30, 2009 
follows: 

Balance - beginning of period $ 4,816,117
 
Additions 3,184,310
 

. Reductions (2,437,045)
 

Balance - end of period $ 5,563,382
 

The activity for compensated absences, included within accounts payable and accrued liabilities, during 
the year ended June 30,2009 follows: 

Beginning Ending Due Within 
Balance Provision Reductions Balance One Year 

Vacation $2,449,919 $2,445,605 $2,330,888 $2,564,636 $1,718,306 
Sickness 2,438,283 1,448,994 1,227,590 2,659,687 319,162 

Total $4,888,202 $3,894,599 $3,558,478 $5,224,323 $2,037,468 

Compensated absences are available to be liquidated by the employees during the year. 

14. RESTRICTED NET ASSETS - MORTGAGE LOAN INSURANCE FUND 

The Housing Finance Authority is required by law to maintain an allowance for losses on insured 
mortgage loans, which is computed as a percentage ofthe outstanding principal balance ofthe insured 
mortgage loans. Losses incurred upon the foreclosure and subsequent gains or losses on the disposal of 
properties are credited/charged to the allowance for losses on mortgage loan insurance. At June 30, 
2009, the Housing Finance Authority had restricted net assets for such purposes of approximately 
$58.6 million. 

15. FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK 

In the normal course of business, the Bank is party to transactions involving financial instruments with 
off-balance-sheet risk, to meet the financing needs of its customers. These financial instruments include 
commitments to extend credit, standby letters of credit, and financial guarantees. These instruments 
involve, to varying degrees, elements of credit risk in excess of amounts recognized in the 
accompanying statement of net assets and fund balance sheets. These off-balance-sheet risks are 
managed and monitored in manners similar to those used for on-balance-sheet risks. The Bank's 
exposures to credit loss for lending commitments, financial guarantees, and letters of credit are 
represented by the contractual amount of those transactions. 
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Commitments to extend credit are agreements to lend to a customer as long as there is no violation of 
any condition established in the contract. Commitments generally have fixed expiration dates or other 
termination clauses and may require payment of a fee. Since many of the commitments are expected to 
expire without being drawn upon, the total commitment amounts do not necessarily represent future cash 
requirements. The Bank, as applicable, evaluates each customer's creditworthiness on a case-by-case 
basis. The amount of collateral obtained upon extension of credit is based on management's credit 
evaluation of the counterparty. Collateral held varies but may include property, plant, and equipment, 
and income-producing commercial properties. Standby letters of credit and financial guarantees are 
written conditional commitments issued by the Bank to guarantee the performance of a customer to a 
third party. Those guarantees are primarily issued to support public and private borrowing arrangements. 
The credit risk involved in issuing letters of credit is essentially the same as that involved in extending 
loan facilities to customers. 

At June 30,2009, the off-balance-sheet risks consisted of the following (in thousands): 

Financial instruments whose credit risk is 
represented by contractual amounts: 
Financial guarantees: 

Public sector $ 79,242 
Private sector 22,638 

Total $ 101,880 

Standby letters of credit: 
Public sector $ 632,683 
Private sector 109,090 

Total $ 741,773 

Commitments to extend credit - Public sector $2,253,718 

Following is the activity of the allowance for losses on guarantees and letters of credit for the year ended 
June 30, 2009: 

Beginning Ending Due Within 
Balance Provision Payments Balance One Year 

GDB Operating Fund $1,000,000 $ $ $ 1,000,000 $ 
Tourism Development Fund 1,270,052 6,010,948 7,281,000 
Development Fund 843,343 2,892,047 (645,516) 3,089,874 1,747,801 

Total $3,113,395 $8,902,995 $(645,516) $11,370,874 $ 1,747,801 

16. RETIREMENT SYSTEM 

Defined Benefit Pension Plan - The Employees' Retirement System of the Commonwealth of Puerto 
Rico and its Instrumentalities (the "Retirement System"), created pursuant to Act No. 447 of May 15, 
1951, as amended, is a cost-sharing, multiple-employer, defined benefit pension plan sponsored by and 
reported as a component unit of the Commonwealth. All regular employees of the Bank hired before 
January 1,2000 and under 55 years of age at the date of employment became members of the 
Retirement System as a condition oftheir employment. No benefits are payable if the participant 
receives a refund of their accumulated contributions. 
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The Retirement System provides retirement, death, and disability benefits pursuant to legislation enacted 
by the Legislature. Retirement benefits depend upon age at retirement and the number of years of 
creditable service. Benefits vest after 10 years of plan participation. Disability benefits are available to 
members for occupational and nonoccupational disabilities. However, a member must have at least 
10 years of service to receive nonoccupational disability benefits. 

Members who have attained 55 years of age and have completed at least 25 years of creditable service, 
or members who have attained 58 years of age and have completed 10 years of creditable service, are 
entitled to an annual benefit payable monthly for life. The amount of the annuity shall be 1.5% of the 
average compensation, as defined, multiplied by the number of years of creditable service up to 
20 years, plus 2% of the average compensation, as defined, multiplied by the number of years of 
creditable service in excess of20 years. In no case will the annuity be less than $200 per month. 

Participants who have completed 30 years of creditable service are entitled to receive the Merit Annuity. 
Participants who have not attained 55 years of age will receive 65% of the average compensation, as 
defined; otherwise, they will receive 75% of the average compensation, as defined. 

Commonwealth Legislation requires employees to contribute 5.775% of the first $550 of their monthly 
gross salary and 8.275% for the excess over $550 of monthly gross salary. The Bank is required by the 
same statute to contribute 9.275% of each participant's gross salary. 

Defined Contribution Plan - The Legislature enacted Act No. 305 on September 24, 1999, which 
amended Act No. 447 to establish, among other things, a defined contribution savings plan program (the 
"Program") to be administered by the Retirement System. All regular employees hired for the first time 
on or after January 1,2000, and former employees who participated in the defined benefit pension plan, 
received a refund of their contributions, and were rehired on or after January 1,2000, become members 
of the Program as a condition to their employment. In addition, employees who at December 31, 1999 
were participants of the defined benefit pension plan had the option, up to March 31, 2000, to 
irrevocably transfer their prior contributions to the defined benefit pension plan plus interest thereon to 
the Program. 

Act No. 305 requires employees to contribute 8.275% of their monthly gross salary to the Program. 
Employees may elect to increase their contribution up to 10% of their monthly gross salary. Employee 
contributions are credited to individual accounts established under the Program. Participants have three 
options to invest their contributions to the Program. Investment income is credited to the participant's 
account semiannually. 

The Bank is required by Act No. 305 to contribute 9.275% of each participant's gross salary. The 
Retirement System will use these contributions to increase its asset level and reduce the unfunded status 
of the defined benefit pension plan. 

Upon retirement, the balance in each participant's account will be used to purchase an annuity contract, 
which will provide for a monthly benefit during the participant's life and 50% of such benefit to the 
participant's spouse in case of the participant's death. Participants with a balance of$lO,OOO or less at 
retirement will receive a lump-sum payment. In case of death, the balance in each participant's account 
will be paid in a lump sum to the participant's beneficiaries. Participants have the option of receiving a 
lump sum or purchasing an annuity contract in case of permanent disability. 
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Total employee contributions for the defined benefit pension plan and the defined contribution plan 
during the year ended June 30, 2009 amounted to approximately $904,000 and $1,087,000 respectively. 
The Bank's contributions during the years ended June 30, 2009,2008, and 2007 amounted to 
approximately $1,946,000, $1,982,000, and $1,787,000, respectively. These amounts represented 100% 
of the required contribution for the corresponding year. Individual information for each option is not 
available since the allocation is performed by the Retirement System itself. 

Additional information on the Retirement System is provided in its stand alone financial statements for 
the year ended June 30, 2009, a copy of which can be obtained from the Employees' Retirement System 
bfthe Commonwealth of Puerto Rico and its instrumentalities. P.O. Box 42004, San Juan PR 00940­
2004. 

17. COMMITMENTS AND CONTINGENCIES 

Lease Commitments - The Bank leases office and storage space from the governmental and private 
sector. Principally, office space is leased under a short-term operating lease agreement that renews 
automatically every year, if it is not canceled by any of the parties before the beginning of each year. 
The storage space agreement expires in 2011. 

The Housing Finance Authority entered into a 30 year lease agreement with the Puerto Rico Department 
of Housing (PRDH) to rent office space expiring in 2037. During the term of the lease, the Housing 
Finance Authority will pay an annual rent of $1.5 million. The agreed upon rent includes parking spaces, 
maintenance and security services in common areas. PRDH will be responsible for the payment of 
utilities in exchange for an additional payment of $350,000 payable in a lump sum on or before 
August 31 51 ofeach year. 

Rent charged to operations in fiscal year 2009 amounted to approximately $2.9 million. At June 30, 
2009, the minimum annual future rentals under noncancelable leases are approximately as follows: 

Year Ending 
June 30, Amount 

2010 $ 2,263,000 
2011 2,278,000 
2012 1,850,000 

. 2013 1,850,000 
2014 1,850,000 
Thereafter 42,550,000 

Total $52,641,000 

Cooperative Development Investment Fund - On August 18, 2002, the Legislature approved Law 
No. 198, which creates the Cooperative Development Investment Fund. The purpose of this fund is to 
promote the development of cooperative entities. This fund will be capitalized through contributions to 
be provided by the Bank up to $25 million to be matched by cooperative entities. As of June 30, 2009, 
the Bank has contributed $15.6 million to the Cooperative Development Investment Fund, 
$985,000 million of which were contributed during the year ended June 30, 2009. 
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Other Risks Related to Mortgage Loans Servicing and Insurance Activities - Certain loan 
portfolios of the Housing Finance Authority are administered by private servicers who are required to 
maintain an error and omissions insurance policy. The Housing Finance Authority has a program to 
manage the risk of loss on its mortgage loan lending and insurance activities. 

Loan Guarantees - The Development Fund has entered into an agreement (the "Agreement") with 
Economic Development Bank for Puerto Rico (EDB) whereby the Development Fund would guarantee 
a portion of loans granted by EDB under a government program named The Key for Your Business (the 
"Program"). Under the Agreement, the Development Fund would assign $10 million of its capital for the 
program. The Development Fund guarantees one-third of the outstanding principal balance of each loan 
plus accrued interest and certain other charges. On August 28, 2008, the Development Fund and EDB 
amended the Agreement to increase from $10 million to $15 million the Development Fund's capital 
designated for the program. The Development Fund charges one percent of the loan amount as guarantee 
fee and no loan can exceed $50,000. At June 30, 2009, outstanding guarantees amounted to 
approximately $14,747,000, and the allowance for losses on guarantees amounted to approximately 
$3.1 million. 

Custodial Activities of Enterprise Funds - At June 30, 2009, the Housing Finance Authority was 
custodian of approximately $192,000 in restricted funds ofCRUV. As ofJune 30, 2009, such funds are 
deposited with the Bank. These funds are not owned by the Housing Finance Authority's enterprise 
funds and thus are not reflected in the accompanying basic financial statements. 

Loan Sales and Securitization Activities - On July 13, 1992, the Housing Bank entered into an 
agreement to securitize approximately $20.7 million of mortgage loans into a FNMA certificate. The 
Housing Finance Authority agreed to repurchase, at a price of par plus accrued interest, each and every 
mortgage loan backing up such security certificate that become delinquent for 120 days or more. As of 
June 30, 2009, the aggregate outstanding principal balance ofthe loans pooled into the FNMA certificate 
amounted to approximately $643,000. 

Mortgage Loan Servicing Activities - The Housing Finance Authority acts as servicer for a number 
of mortgage loans owned by other investors. The servicing is generally subcontracted to a third party. As 
of June 30, 2009, the principal balance of the mortgage loans serviced for others is approximately as 
follows: 

Popular Mortgage, Inc. $ 128,000 
R-G Mortgage, Inc. 1,548,000 
CRUV or its successor without guaranteed mortgage loan payments 49,000 

Total $1,725,000 

Litigation - The Bank and certain if its component units are defendants in several lawsuits arising out 
of the normal course of business. Management, based on advice oflegal counsel, is of the opinion that 
the ultimate liability, if any, resulting from these pending proceedings will not have a material adverse 
effect on the financial position and results of operations of the Bank or its component units. 
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18.	 NO-COMMITMENT DEBT AND PROGRAMS SPONSORED BY THE HOUSING FINANCE 
AUTHORITY 

The Public Finance Corporation has issued approximately $5.9 billion of Commonwealth appropriation 
bonds (the "Bonds") maturing at various dates through 2032. The proceeds of the Bonds, except for 
approximately $1.7 billion, were used to provide the necessary funds to purchase from the Bank separate 
promissory notes of the Department of the Treasury of the Commonwealth, and certain of its 
instrumentalities and public corporations (the "Promissory Notes"). The $1.7 billion referred to above 
were used to refund a portion of certain bonds issued by the Public Finance Corporation (also no­
commitment debt) between fiscal years 1995 and 2005. The outstanding balance of the Bonds at 
June 30, 2009 amounted to approximately $1.6 billion. 

The Bonds are limited obligations of the Public Finance Corporation and, except to the extent payable 
from bond proceeds and investment earnings thereon, will be payable solely from a pledge and 
assignment of amounts due under the Promissory Notes. Principal and interest on the Promissory Notes 
are payable solely from legislative appropriations to be made pursuant to acts approved by the 
Legislature of the Commonwealth. These acts provide that the Commonwealth shall honor the payment 
of principal and interest on the Promissory Notes, and that the Director of the OMB shall include in the 
budget of the Commonwealth submitted to the Legislature the amounts necessary to pay the principal 
and interest on the Notes. The underlying Promissory Notes represent debt of the issuing 
instrumentalities (all part of the Commonwealth or its component units), and, for purposes of the Public 
Finance Corporation, the Bonds are considered no-commitment debt. Neither the Bonds nor the Notes 
purchased with the proceeds therefrom are presented in the accompanying basic financial statements. 

During fiscal years 2008 and 2009, the Sales Tax Corporation issued several bonds whose net proceeds 
were used, among other, for the payment and retirement of a portion of the extra-constitutional debt 
owed to the Bank and to the Public Finance Corporation. In total, the outstanding balance of the Bonds 
has been reduced by approximately $2.4 billion. 

Certain bonds of the Housing Finance Authority are considered no-commitment debt as more fully 
described in Note 2. At June 30, 2009, there were restricted assets held in trust by others, outstanding 
obligations, fund balances, and excess of fund expenses over revenues, net of transfers (all of which are 
excluded from the accompanying basic financial statements), as indicated below (unaudited): 

Restricted assets	 $9,222,065 
Restricted liabilities (no-commitment debt)	 8,013,477 

Restricted fund balance	 $1,208,588 

Excess of fund expenses over revenues	 $ 160,346 

In December 2003, the Housing Finance Authority issued $663 million in Capital Fund Program Bonds 
Series 2003 to lend the proceeds thereof to the Public Housing Administration (PHA), a governmental 
instrumentality of the Commonwealth. PHA utilized such funds for improvements to various public 
housing projects in the Commonwealth. The Capital Fund Program Bonds Series 2003 are limited 
obligations of the Housing Finance Authority, which will be paid solely from an annual allocation of 
public housing capital funds when received from the U.S. Department of Housing and Urban 
Development and other funds available under the bonds indenture. Accordingly, these bonds are 
considered no-commitment debt and are not presented in the accompanying basic financial statements. 
The outstanding balance of these bonds amounted to $572 million at June 30, 2009. 
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On August 1,2008, the Housing Finance Authority issued the Capital Fund Modernization Program 
Subordinate Bonds amounting to $384,475,000 and the Housing Revenue Bonds amounting to 
$100,000,000. The proceeds from the issuance were mainly used to finance a loan to a limited liability 
company (the "LLC") and pay the costs of issuance. The $384,475,000 bonds are limited obligations of 
the Authority, payable primarily by a pledge and assignment of federal housing assistance payments 
made available by the U.S. Department of Housing and Urban Development, with an outstanding 
balance of $368,620,000 at June 30, 2009. The $100,000,000 bonds are also limited obligations of the 
Housing Finance Authority, payable from amounts deposited in escrow accounts with a trustee and the 
proceeds of a loan to be made by the Housing Finance Authority to the LLC using moneys received as a 
grant from the Department of Housing of Puerto Rico. Payment of principal, of the Housing Revenue 
Bonds is also secured by an irrevocable standby letter of credit issued by the Bank. These bonds are 
considered no-commitment debt and, accordingly, are excluded, along with the related assets held in 
trust, from the Housing Finance Authority's financial statements. 

In addition, the Housing Finance Authority, as a public agency is authorized to administer the U.S. 
Housing Act Section 8 Programs in Puerto Rico. The revenues and expenses of such federal financial 
assistance are accounted for as a major governmental fund under HUD Programs. Revenues and 
expenditures related to the administration of the U.S. Housing Act Section 8 Programs amounted to 
$118,532,083 for the year ended June 30, 2009. This amount includes $4,303,112 of administrative fees 
for services performed as contract administrator, which are reimbursed by the U.S. Department of 
Housing and Urban Development. 

19. CONTRIBUTION FROM PUERTO RICO INFRASTRUCTURE FINANCE AUTHORITY 

On January 14,2009, the Legislature of the Commonwealth enacted Act No.3 to, among other, 
authorize the Puerto Rico Infrastructure Financing Authority to sell securities deposited at a corpus 
account, the proceeds of which would be used, among other, to make a contribution to the Bank. 
Approximately, $154.2 million were contributed by the Puerto Rico Infrastructure Financing Authority 
to the Bank during fiscal year 2009. 

20. ESTIMATED FAIR VALUE OF FINANCIAL INSTRUMENTS 

For a significant portion of the Bank's financial instruments (principally loans and deposits) fair values 
are not readily available since there are no available trading markets. Accordingly, fair values can only 
be derived or estimated using valuation techniques, such as present-valuing estimated future cash flows 
using discount rates, which reflect the risk involved, and other related factors. Minor ch!lnges in 
assumptions or estimation methodologies may have a material effect on the results derived therefrom. 

The fair values reflected below are indicative of the interest rate environment as of June 30, 2009, and 
do not take into consideration the effects of interest rate fluctuations. In different interest rate scenarios, 
fair value results can differ significantly. Furthermore, actual prepayments may vary significantly from 
those estimated resulting in materially different fair values. 

The difference between the carrying value and the estimated fair value may not be realized, since, in 
many of the cases, the Bank intends to hold the financial instruments until maturity, or because the 
financial instruments are restricted. Comparability of fair values among financial institutions is not 
likely, due to the wide range of permitted valuation techniques and numerous estimates that must be 
made in the absence of secondary market prices. 
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The following methods and assumptions were used by the Bank in estimating fair values of the financial 
instruments for which it is practicable to estimate such values: 

•	 Short-term financial instruments, such as cash and due from banks, federal funds sold, deposits 
placed with banks, certificates of deposit, repurchase agreements, and accrued interest receivable 
and payable have been valued at the carrying amounts reflected in the statement of net assets, as 
these are reasonable estimates of fair value given the relatively short period of time between 
origination of the instruments and their expected realization. 

•	 Financial instruments that are primarily traded in secondary markets, such as most investments, 
were valued using either quoted market prices or quotations received from independent 
brokers/dealers. 

•	 Financial instruments that are not generally traded, such as long-term deposits placed with banks, 
investment contracts, certificates of deposit, repurchase agreements, certificates of indebtedness, and 
bonds and notes issued with fixed interest rates, were fair valued using the present values of 
estimated future cash flows at the appropriate discount rates. Bonds and other borrowings issued 
with interest rates floating within certain ranges were fair valued at their outstanding principal 
balance. The fair value of liabilities with no defined maturities, such as demand deposits, was 
reported as the amounts payable upon demand. 

•	 Loans to the public sector were valued according to the type of contractual interest rate. Loans to the 
public sector with interest rates floating within certain ranges were fair valued at their outstanding 
principal balance. Loans to the public sector with fixed interest rates were fair valued assuming that 
such loans were packaged and sold in the secondary market. The discount rates utilized were based 
on the rating of the Commonwealth and the market where the instruments would be sold. For 
delinquent public sector loans, the fair value was assumed to be equal to the carrying value, as 
historically the Bank has collected such amounts. 

•	 Loans, participation agreement payable, and commitments to extend credit, financial guarantees and 
standby letters of credit to the private sector are mostly industrial development, tourism 
development, and low-cost housing development projects. For these types of loans and 
commitments, there is no secondary market, and the actual future cash flows may vary significantly 
as compared to the cash flows projected under the agreements, due to the degree of risk. 
Accordingly, management has opted not to disclose the fair value of these financial instruments, as 
such information may not be estimated with reasonable precision. 

•	 Disclosure of the fair value of commitments to extend credit, standby letters of credit, and financial 
guarantees relating to instrumentalities of the Commonwealth is omitted, as these arrangements are 
with component units of the Commonwealth. 
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The following table presents the carrying amounts and estimated fair values of the Bank's financial 
instruments at June 30, 2009: 

Financial assets: 
Cash and due from banks 
Federal funds sold 
Deposits placed with banks 

Investments and investment contracts 
Loans receivable to public sector 
Accrued interest receivable and other receivables 

Financial liabilities: 
Demand deposits 
Certificates of deposit 
Certificates of indebtedness 
Securities sold under agreements to repurchase 

Accounts payable and accrued liabilities 
Accrued interest payable 
Bonds, notes and participation agreement payable 

Reported Fair 
Amount Value 

(In millions) 

$ 26 $ 26 
1,364 1,364 
1,113 1,113 

4,374 4,299 
6,228 6,208 

127 127 

3,187 3,187 
4,367 4,368 

12 12 
859 830 

63 63 
25 25 

3,063 3,081 
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21. INTERFUND BALANCES AND TRANSFERS 

The following table is a summary of the interfund balances as of June 30, 2009 between governmental 
funds and enterprise funds: 

Receivable by 

Governmental fund: 
New Secure Housing Program 

HUD Programs 

Other nonmajor funds 
(AHMSP Act No. 124) 

Other nonmajor funds 
(AHMSP Act No. 124) 

Other nonmajor funds 
(AHMSP Act No. 124) 

AHMSP-Stage 8 

Other nonmajor funds (Special 
Obligation Refunding 
Bonds-Debt Service) 

Other nonmajor funds (Special 
Obligation Refunding 
Bonds-Debt Service) 

The Key for your Home Program 

Subtotal and balance carried forward 

Payable by 

Enterprise fund: 
GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

Purpose 

Demand deposits and 
accrued interest 

Demand deposits and 
accrued interest 

Investment agreements 
and accrued interest 

Certificates of deposit 
and accrued interest 

Demand deposits and 
accrued interest 

Investment agreements 
and accrued interest 

Certificates of deposit 

and accrued interest 

Demand deposits and 

accrued interest 

Demand deposits and 
accrued interest 

Amount 

$ 25,446 

784,351 

590,218 

14,140,236 

18,328 

14,008,526 

4,359,728 

54,965 

60,343 

$ 34,042,141 

(Continued) 
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Receivable by 

Balance brought forward 

Governmental fund: 
New Secure Housing Program 

Other Nonmajor Funds 
(Special Obligation Refunding 
Refunding Bonds-Debt 
Service) 

The Key for Your Home
 
Program
 

Subtotal 

Total 

Enterprise fund: 
GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

Housing Finance Authority 

Housing Finance Authority 

Housing Finance Authority 

Total 

Total internal balances - net 

Payable by 

Enterprise fund: 
Housing Finance Authority 

Housing Finance Authority 

Housing Finance Authority 

Governmental fund: 
New Secure Housing 

Program 

AHMSP-Stage 7 

Other nonmajor funds 
(AHMSP-Stage 10) 

AHMSP-Stage 9 

AHMSP- Stage 7 

New Secure Housing 
Program 

HUD Programs 

Purpose Amount 

$ 34,042,141 

Reimbursement of 
expenditures 36,883 

Reimbursement of 
loan originations 

2,383,696 

Advances 591,748 

3,012,327 

37,054,468 

Loans payable and 
accrued interest (43,515,774) 

Loan payable and 
accrued interest (52,404,062) 

Loans payable and 
accrued interest (13,580,319) 

Loans payable and 
accrued interest (340,458) 

Reimbursement of 
expenditures (5,263,768) 

Reimbursement of 
expenditures (6,158,129) 

Reimbursement of 

expenditures (1,013,195) 

(122,275,705) 

$ (85,221,237) 

(Continued) 
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Purpose Amount 

Advances $ 13,164,714 

Reimbursement of 
expenditures 31,769 

$ 13,196,483 

Demand deposits and 
accrued interest $ 7,273,044 

Demand deposits and 
accrued interest 36,669,677 

Demand deposits and 
accrued interest 11,449,848 

Demand deposits and 
accrued interest 1,359,399 

Demand deposits and 
accrued interest 2,376,527 

Demand deposits and 
accrued interest 18,508 

Certificates of deposit 
and accrued interest 458,077,778 

Certificates of deposit 
and accrued interest 92,169,590 

Guaranteed investment 
contracts and accrued 
interest 170,396,583 

Bonds payable 139,458,876 

Loans receivable and 
accrued interest 246,586,657 

Loans receivable and 
accrued interest 105,063,938 

Loan receivable and 
accrued interest 1,614,713 

$ 1,272,515,138 

(Concluded) 

Receivable by 

Governmental fund: 
Other nonmajor funds 

(Special Obligation 
Refunding Bonds-Debt 
Service) 

AHMSP- Stage 8 

Payable by 

Governmental fund: 
AHMSP - Stage 7 

Other nonmajor funds 
(AHMSP-Mortgage-Backed 
Certificates 2006) 

Enterprise funds: 
Housing Finance Authority 

Development Fund 

Tourism Development Fund 

Public Finance Corporation 

Other Nonmajor (Education 
Assistance Corporation) 

Other Nonmajor (JMB 
Institute) 

Housing Finance Authority 

Tourism Development Fund 

Housing Finance Authority 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

Total balance among enterprise funds eliminated 

Total balance among governmental funds eliminated 

Enterprise funds: 
GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

GDB Operating Fund 

Housing Finance Authority 

Tourism Development Fund 

Public Finance Corporation 

Housing Finance Authority 
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The following table is a summary of interfund transfers for the year ended June 30, 2009: 

Transfer Out Transfer In Transfer for Amount 

Governmental Funds: Governmental Funds: 
Other Nonmajor Funds Other nonmajor funds I Release of excess funds $10,957,500 

(AHMSP-Stage 10) 

Enterprise Funds: Governmental Funds: 
Housing Finance Authority Other Nonmajor Funds Subsidy payments 2,110,392 

(AHMSP Mortgage 
Backed Certificates) 

Governmental Funds: Enterprise Funds: 
AHMSP Stage 9 Housing Finance Authority Debt services payments 519,866 

Other Nonmajor Funds 
(AHMSP-Stage 10) Housing Finance Authority Debt services payments 498,669 

Other Nonmajor Funds Housing Finance Authority Debt services payments 7,700,867 
(AHMSP- Stage 10) 

Enterprise Funds: Enterprise Funds: 
GDB Operating Fund Other Nonmajor Funds Contribution 100,000 

(J.M.B. Institute) 

22. FUND BALANCE DEFICIT 

The following governmental funds reflect a deficit at June 30, 2009: AHMSP Stage 7, AHMSP Stage 10, 
and New Secure Housing Program for the amount of $50.2 million, $7.5 million and $55.3 million, 
respectively. The deficit of the AHMSP Stage 7 and AHMSP Stage 10 is due to the amounts borrowed by 
the Housing Finance Authority from the Bank that were used to provide housing subsidies. The deficit of 
the New Secure Housing Program is due to FEMA discontinued reimbursement of the Authority's 
allowable costs. The Housing Finance Authority expects to cover these deficits through contributions 
from the Commonwealth and through the liquidation and transfer of net assets of the Special Obligations 
Returning Bonds - Debt Service fund (see Note 23). 

23. SUBSEQUENT EVENTS 

On August 21, 2009, the Board of Directors of the Housing Finance Authority authorized to liquidate the 
Special Obligations Refunding Bonds - Debt Service fund and transfer its net assets to the AHMSP Stage 
7 fund. The Authority will use the proceeds to partially repay the amounts due to the Bank. 

****** 
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