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Disclaimer 
 
The Financial Oversight and Management Board for Puerto Rico (the “Oversight Board”) engaged Ernst 
& Young Puerto Rico (“EY”) to perform an analysis of certain Puerto Rico pensions (the “Report”) as 
described by Section 211 of Puerto Rico Oversight, Management, and Economic Stability Act 
(“PROMESA”).   

The nature and scope of EY’s services were determined by the Oversight Board and are reflected in the 
agreement between EY and the Oversight Board dated February 15, 2017, and the ninth amendment 
dated December 11, 2018 (the “Agreements”).  EY’s procedures were limited to those requested by the 
Oversight Board and which are described in the Agreements.  EY’s work was performed only for the use 
and benefit of the Oversight Board and should not be used or relied on by anyone else.  Other persons 
who read this Report who are not a party to the Agreements do so at their own risk and are not entitled 
to rely on it for any purpose.  EY does not assume any duty, obligation or responsibility whatsoever to 
any other parties that may obtain access to the Report.   

EY’s services were advisory in nature.  While EY’s work in connection with this Report was performed 
under the standards of the American Institute of Certified Public Accountants (the “AICPA”), EY did not 
render an assurance report or opinion under the Agreements, nor did EY’s services constitute an audit, 
review, examination, forecast, projection or any other form of attestation as those terms are defined by 
the AICPA.  None of the services EY provided constituted legal opinions or advice.  This Report is not 
being issued in connection with any issuance of debt or other financing transaction. 

The Oversight Board has the knowledge, experience and ability to form its own conclusions.  Any 
assumptions, forecasts, projections, recommendations, conclusions or opinions contained in this Report 
are solely those of the Oversight Board.   

In assisting in the preparation of this Report, EY relied on information and underlying data provided by 
the Oversight Board, its advisors, the Government of Puerto Rico (the “Government”), or publicly–
available resources, and such information was presumed to be current, accurate and complete.  See 
Appendix A for a list of such sources.  EY has not conducted an independent assessment or verification 
of the completeness, accuracy or validity of the information obtained.  Consequently, EY provides no 
assurance of any kind with respect to, or on, the information presented. 

There will usually be differences between projected and actual results because events and circumstances 
frequently do not occur as expected and those differences may be material.  As a result, no assurance 
regarding the achievement of forecasted results is provided, and reliance should not be placed on any 
forecasted results or projects contained herein as such information is subject to material change and 
may not reflect actual results.  EY takes no responsibility for the achievement of projected results. 
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Executive Summary 

EY was retained by the Oversight Board to prepare this Report of certain Puerto Rico pension systems 
as outlined under Section 211 of PROMESA.  The pension systems evaluated herein are the:  

► Government Employees Retirement System (“ERS”),  
► Teachers Retirement System (“TRS”), and  
► Judiciary Retirement Systems (“JRS”)  

Collectively, ERS, TRS, and JRS are referred to in the report as the “Retirement Systems.”  These two 
other public sector retirement systems in Puerto Rico are not considered in this Report: 

► University of Puerto Rico Retirement System (“UPR–RS”), and 
► Puerto Rico Electric Power Authority Employees’ Retirement System (“PREPA–ERS”) 

The sections of this Report present the following aspects of the Retirement Systems: 

1. The Retirement Systems’ legal structure and operations 
2. Legacy benefit provisions and existing benefits 
3. Historical funding and 30–year actuarial projection 
4. Future funding sources and sustainability 

Our findings are supported in the body of this Report, supplemented by appendices with additional detail.  

Considerations regarding retiree income adequacy are dependent on multiple factors and are beyond the 

scope of this Report. 

Please review the Disclaimer closely for limitations on the use, reliance, and accuracy of this Report. 

  

Case:17-03283-LTS   Doc#:17308-9   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit I   Page 5 of 62



PUERTO RICO PENSION ANALYSIS under PROMESA Sec 211    Page iv  

 

 

Information contained herein was not prepared or verified by EY.  Reliance restricted.  Does not constitute an audit opinion or legal advice.  All 
assumptions, forecasts, projections, recommendations, conclusions, or opinions in this document are solely those of the Financial Oversight and 
Management Board.  Please refer to limitations and restrictions explained in the Disclaimer of this Report. 

  

Section One: The Retirement Systems’ legal structure and operational 
analysis 

 

Topic Key Observations 

Government 
Employee 
Retirement 
System (“ERS”) 

► ERS, the primary multi–employer retirement system in Puerto Rico, was 
established by Act 447 of 1951 (“Act 447”) as a Component Unit of the 
Government of Puerto Rico.   

 
► ERS is a multi–employer system, historically managed by an independent 

board of trustees with pooled contributions from employers and employees.  
The system manages pensions for 242,000 active members, retirees, and 
survivors from 197 employers.1 

 
► Since its establishment, ERS has undergone several legislative changes.  

However, despite those changes, for a variety of reasons, ERS’s assets have 
been virtually depleted.  As of June 30, 2016, the ERS gross assets remaining 
were approximately $2.4 billion on an estimated $36.4 billion actuarial 
liability.  Net assets were negative $1.2 billion as of the same date because 
of a $3.1 billion pension obligation bond issuance in 2008.2   

 
► ERS is materially underfunded. 

Teachers 
Retirement 
System (“TRS”) 
and Judiciary 
Retirement 
Systems (“JRS”) 

► TRS, established by Act 218 of 1951 (structure and benefits, repealed and 
replaced by Act 91 of 2004), and JRS, established by Act 12 of 1954, were 
also established as Component Units of the Government of Puerto Rico and 
have undergone multiple legislative reforms over time.   

 
► Despite repeated efforts to increase the long–term funded status of these 

pension systems, the assets at TRS and JRS are almost fully depleted.  As of 
June 30, 2016, for instance, the TRS gross assets were approximately 
$895.5 million on an estimated $18.2 billion actuarial liability.3   

 
► TRS and JRS are materially underfunded.   

System 
Underfunding 

► Several factors contributed to the underfunded status of the Retirement 
Systems, including: inadequate employer contribution levels, the enactment 
of special laws granting new benefits without adequate funding for said 
benefits, early retirement programs, debt issuance the ERS system ultimately 
could not support, mortgage, personal, and cultural loans made to 
participants in each retirement system, among other actions. 

                                                
1 Communication with ERS staff.   

2 Puerto Rico Government Employees Retirement System, June 30, 2016 Actuarial Valuation Report. 

3 Puerto Rico Teachers Retirement System, June 30, 2016 Actuarial Valuation Report. 
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Social Security ► Except for employees in the police department, ERS participants from all 
other employers have historically paid Social Security taxes. 

 
► On July 19, 2019, then–Governor Ricardo Rosselló enacted Act 71 of 2019 

which reduced the mandatory employee retirement contribution for police 
officers from 8.5% to 2.3% (optional for officers with less than 10 years until 
mandatory retirement).4  The reduction of the retirement contribution 
disqualified these police officers from having a qualified Federal Insurance 
Contributions Act (“FICA”) retirement replacement plan under federal law.  
Consequently, unless a police officer receives an exemption, going forward, 
all police officers will be required to contribute to Social Security.  After 40 
quarters of contributions, those employees will be entitled to Social Security 
benefits in accordance with federal law. 

 
► Like police officers, teachers and judges in Puerto Rico have also not 

historically contributed to Social Security and are not eligible for Social 
Security benefits.  The certified Fiscal Plan calls for teachers and judges under 
the age of 45 to start contributing to Social Security by January 1, 2020, 
although Puerto Rico’s laws have not yet been amended in such a way that 
would require those individuals to contribute to Social Security. 

 
► An employee’s contribution to Social Security is calculated as a percentage of 

total wages whereas an employee’s contribution to the Defined Benefit 
system is calculated as a percentage of base pay, excluding overtime.5   

Data Limitations 

 

 

 

 

 

 

 

 

► There are certain limitations with existing pension data, which produces 
variability in the forecasts for the Retirement Systems.  While the data allows 
for directionally reliable projections and determination of actuarial liabilities 
used to perform the actuarial analysis of the systems, there are gaps in 
certain data records for certain participant categories in each system, as 
disclosed in the actuarial valuation reports.6  

 
► For example, there are gaps in the census records for deferred vested 

participants.  Accordingly, ERS’ actuaries increased the actuarial liability for 
certain participants to approximate the value of these participants liabilities.7  
Consequently, valuing this portion of the obligation requires the Oversight 
Board to incorporate additional assumptions.  In addition, certain elements of 
plan administration are made more difficult because of poor data quality.   

                                                
4 Puerto Rico’s Police Department (“PRPD”) has begun a process to register the elections by police officers with less than 10 years 
until retirement to enroll or not enroll in social security. The PRPD issued 5,284 police officers notices of registration, of which 
4,005 officers opted in, 342 opted out, and 937 did not respond.  Final determinations on enrollment for this population are still 
being processed.  

5 Social security employment taxes are calculated on all pay given to an employee (Social Security Publication 15, Circular E).  
Individual contributions to retirement plans are calculated off of base compensation excluding overtime and bonuses (Act 106–17, 
Section 1.6(d) and (u)). 

6 The publication of actuarial reports is frequently delayed, inhibiting transparency into the systems’ obligations.  As of the date of 
this report, the last published ERS actuarial report was for FY 2016. 

7 Puerto Rico Government Employees Retirement System, June 30, 2016 Actuarial Valuation Report 
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Compliance and 
Coordination 

► The PayGo structure requires continuous coordination between the Treasury 
and the newly created Retirement Board, and depends on the participating 
entities (Government, public corporations, and municipalities) to make 
complete and timely payments to fund PayGo. 

Pension Payment 
Streams 

► Since the enactment of Act 106–2017, several local laws were passed to 
either direct new revenue to fund legacy pensions, exempt certain ERS 
employers from paying PayGo fees starting in FY 2020, or appropriate money 
from the General Fund toward defined contribution participants.  These laws 
include Act 257–2018, Act 297–2018, Act 29–2019, Act 81–2019, and Joint 
Resolution 43–2019 (submitted as House Joint Resolution 513), among 
others. 
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Section Two: Legacy benefit provisions and existing benefits 

Topic Key Observations 

Benefit Formulas ► For all Retirement Systems, pension benefit formulas vary based on when an 
employee was hired.  In 1999, for instance, the ERS defined benefit program 
was closed to new hires and replaced with a hybrid cash account program.  As 
a result, starting in 2000, benefits were based on employee contributions 
although the withheld proceeds were deposited in the existing ERS pension 
trust account.  A similar arrangement was implemented for TRS and JRS in 
2014, although a subsequent court ruling limited the change to new hires 
only. 

 
► Additionally, changes were made to benefit levels in the Retirement Systems 

over time which increased benefit costs such as: 

o Early retirement incentive programs 

o Cost of Living Adjustments (COLAs) 

o Various bonuses, such as a Medical Insurance Contribution as well as 
Christmas and Summer bonuses 

Benefit 
Reductions from 
Act 3–2013 and 
Act 106–2017 

► In recent years, Act 3–2013 and Act 106–2017 resulted in some of the largest 
benefit reductions to date. While these acts impacted participants to varying 
degrees, some participants saw reductions in benefits as high as 82%. The 
impact and magnitude of these reductions are analyzed further in Section 
2.5.  

 
► These Acts imposed several notable changes: further increasing the 

retirement age, eliminating or reducing special law benefits, eliminating merit 
pensions, further increasing employee contribution requirements, and 
annuitizing benefit payments.    

 
► Since 2007, ERS and TRS retirees, with limited exceptions, have also not 

received Cost of Living Adjustments (“COLAs”), the absence of which can 
effectively be viewed as an additional benefit reduction.  Without COLAs, 
certain pensioners could experience a 39% loss in purchasing power 30 years 
after retirement.  An analysis of this loss in purchasing power is detailed 
further in Section 2.7. 

Special law 
benefits 

► Certain benefits are paid by the Retirement Systems directly, not the 
sponsoring employers, further reducing the funded status of the plans.  While 
certain bonuses were eliminated prospectively for JRS members hired after 
December 24, 2013 and ERS and TRS members retired after July 1, 2013 
and August 1, 2013, respectively, these amounts continue to be paid to 
members that retired before these changes went into effect.   
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Defined 
Contribution 
Accounts 

► With the establishment of PayGo under Act 106–2017, new defined 
contribution (“DC”) accounts were to be established for all active workers not 
currently accruing a pension under a defined benefit formula.   

 
► The Retirement Board (as defined in Act 106–2017) is empowered to manage 

the implementation of the DC benefit plan, including hiring service providers 
and financial institutions to operate the plan. 

Employee 
Contributions 

 

 

► Since the enactment of Act 106–2017, employee contributions to the DC plan 
have been deposited into a separate account in the custody of the Treasury 
with the objective of funding individual DC accounts in the future.   

 
► In January 2019, accumulated contributions to date, together with ongoing 

contributions, were deposited into a Temporary Trust.   
 
► The final implementation of the DC benefit plans will result in these funds 

being transferred from the Temporary Trusts into a DC trust with individual 
accounts and managed by a third–party administrator. 

Vendor 
Management for 
Defined 
Contribution and 
Defined Benefit 
Plans 

► On February 15, 2019, the Government announced Alight Solutions Caribe 
Inc. was selected and tasked with the implementation, administration and 
management of the DC plan.  Additionally, Gavion LLC was selected as the 
investment advisor, Banco Popular was selected as the trustee, and Bank of 
New York Mellon was selected as custodian.   

  
► The Retirement Board’s implementation plan calls for DC plan participants to 

receive access to their new accounts between September 30, 2019, and 
October 15, 2019, at which point the Temporary Trust balances will be 
funded into the DC plan trust. 

 
► An organized process to select a third–party vendor that will administer the 

historical defined benefit (“DB”) pension programs is planned but has not yet 
commenced. 
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Section Three: Historical funding and 30–year actuarial projection 

Topic Key Observations 

Employer 
Contributions 

► Employer contributions were historically defined by statute as a percentage 
of compensation for employees in the system.   

 
► With a declining population of active participants and a growing retiree 

population receiving retirement benefits, payroll–based contributions were 
insufficient to fund the Retirement Systems on an actuarially determined 
basis.   

 
► For decades, these amounts were significantly smaller than the actuarially 

required retirement contribution determined annually, and disclosed, by the 
system actuaries.   

 
► Variances from actuarial assumptions (i.e. increases in life expectancy) 

resulted in increases in benefit payments beyond previous projections.   

Pension 
Obligation Bonds 

► In 2008, ERS issued approximately $3 billion in Pension Obligation Bonds 
(“POBs”).   

 
► Pursuant to the Title III automatic stay and the Moratorium Act, ERS is not 

currently making payments on this debt.    

Past Legislative 
Reforms 

 

 

► As the funded status of the Retirement Systems declined, various legislative 
actions were taken to improve the funded percentage and sustainability of 
the plans.   

 
o In 2013, for instance, the Retirement Systems instituted additional 

employer contributions to maintain system solvency, such as the 
Additional Uniform Contributions (AUC) for ERS and Annual Additional 
Contribution (AAC) for TRS and JRS.   

 
► With the exception of the Central Government, many employers made their 

required contributions, however, the contributions made after the 2013 
pension law changes were inadequate on a statutorily required and actuarially 
determined minimum basis.   

 
► As of June 30, 2016, past due AUC amounts reached $180 million for ERS 

and AAC past due amounts exceeded $24 million for JRS and TRS. 

  

Case:17-03283-LTS   Doc#:17308-9   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit I   Page 11 of 62



PUERTO RICO PENSION ANALYSIS under PROMESA Sec 211    Page x  

 

 

Information contained herein was not prepared or verified by EY.  Reliance restricted.  Does not constitute an audit opinion or legal advice.  All 
assumptions, forecasts, projections, recommendations, conclusions, or opinions in this document are solely those of the Financial Oversight and 
Management Board.  Please refer to limitations and restrictions explained in the Disclaimer of this Report. 

  

Fiscal Plan 
Projected Benefit 
Payments 

 

 

► Total benefit payments in the certified Fiscal Plan for the Retirement Systems 
under the PayGo regime are projected to remain steady, above $2.1 billion 
annually for Fiscal Plan employers, through FY 2031.8 This occurs because 
active employees with accrued defined benefits eventually retire and begin 
receiving their pension benefits.   
 

► After FY 2031, benefit payments begin to decline considerably because of 
the closing, and freeze of, ERS legacy defined benefit accruals on July 1, 
2013, and the TRS closing the defined benefit structure to new hires effective 
August 1, 2014, along with the TRS freeze contemplated by the certified 
Fiscal Plan effective January 1, 2020.   
 

► The certified Fiscal Plan assumes JRS will also be frozen as of January 1, 
2020, including closing the plan to new entrants.  Until the freeze, JRS 
participants will continue earning benefits under a defined benefit formula so 
the benefit payments remain steady for a longer period, although they 
represent less than 3% of the cumulative projected benefit payments. 

 

  

                                                
8 In addition to pension payments included in the certified Fiscal Plan, the PayGo expenditures covers payments for non–Fiscal Plan 
entities, public corporations and municipalities, in the amount of approximately $345 million annually, declining after FY 2031.  
The Government invoices monthly these non–Fiscal Plan entities (and any non–Central Government entities) for reimbursement. 
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Section Four: Future funding sources and sustainability 

Topic Key Observations 

PayGo 
Expenditure 
Source 

► The certified Fiscal Plan forecasts PayGo benefit payments as a current 
operating expense.   
 

► The certified Fiscal Plan, however, also reflects that absent further 
government initiatives, PayGo expenditures are expected to constitute 
more than 20 percent of General Fund expenditures.   
 

► Furthermore, the Commonwealth is projected to have operating expenses 
exceed revenues beginning in FY 2038 notwithstanding the 2013 ERS 
freeze, proposed freezes to ongoing TRS and JRS accruals, and proposed 
cuts to previously accrued benefits.   

Additional 
Budgetary Steps 
Recommended 
by the Oversight 
Board 

► Due to the funding shortfall and fiscal deficits projected to emerge in FY 
2038, the certified Fiscal Plan references additional actions the 
government can take to achieve budgetary balance to be able to pay all 
budgetary expenses, including pension benefits, in deficit years.   

Forecast 
Variability 

► Several variables also have a material impact on the long–term financial 
projections of the certified Fiscal Plan.  For example, structural changes to 
the economy and demographic shifts could result in lower projected growth 
and compromise surpluses. 

Pension Reserve 
Fund 

► As part of the agreement reached with the Official Committee of Retirees 
(“COR”), the Oversight Board agreed to the establishment of a pension 
reserve fund to be held in a trust for the sole benefit of retirees and funded 
through annual fiscal plan surpluses projected to be available through FY 
2027.  After this point, amounts will be withdrawn in a formula to be 
determined to meet the Commonwealth’s annual PayGo obligations in years 
when the certified Fiscal Plan projects deficits.   
 

► The pension reserve fund is intended to support the long–term 
sustainability of the Retirement Systems by providing an additional funding 
source for retirement benefits in the future, including during the period in 
which the certified Fiscal Plan projects annual deficits for the 
Commonwealth.   
 

► Changes to projected available surpluses would impact the ability of this 
pension reserve fund to meet future PayGo expenditures.   

 
► Ultimately the ability to make PayGo expenditures in the amounts projected 

in the certified Fiscal Plan is contingent on overall management and 
planning for future projected deficits. 
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Section One: The Retirement Systems’ legal structure and 
operations 

1.1      Creation of ERS, TRS and JRS 

The Retirement Systems were introduced through legislation enacted between 1951 and 1954.  The 
benefits provided to members of the Retirement Systems are established by law and have been amended 
over time since their initial introduction.   

ERS was created by Act 447 of 1951, as amended, to provide pension and other benefits to retired 
government employees, including the public corporations and the municipalities of Puerto Rico.  ERS is 
structured as a cost–sharing, multiple–employer benefit plan.  The most recent significant amendments 
to benefits provided under ERS were enacted under Act 3 of 2013 (“Act 3”), which amended Act 447,  
Act 1, and Act 305.   Among other measures, Act 3 reduced benefits, increased employee contributions, 
and, in the case of active employees who were entitled to the defined benefits program, replaced most 
of the defined benefit elements with a defined contribution structure. For a more detailed analysis on the 
impact of Act 3, see Section 2.  

TRS was established in 1951 by Act 218 of 1951, as amended, to provide pension and other benefits to 
teachers and other employees of the Puerto Rico Department of Education.  The most recent significant 
amendments to benefits provided under TRS were enacted under Act 160 of 2013. As enacted, Act 160 
froze benefits accrued to active participants, transferred members into a defined contribution plan, 
eliminated merit pensions, raised the retirement age, increased required contributions, increased 
employer contributions, modified or eliminated special law benefits, and modified benefits for disability 
or survivors.9  On April 11, 2014, however, the Puerto Rico Supreme Court struck down the sections of 
Act 160–2013 that amended the pension benefits of active teachers who were participants in TRS at the 
time on the grounds that the Commonwealth had not proven that the amendments would maintain the 
solvency of TRS.  As a result, teachers hired before the approval of Act 160–2013 continue to enjoy their 
prior retirement benefits. 

JRS was created in 1954 by Act 12 of 1954 to provide pension and other benefits to judges and other 
employees of the Judiciary Branch of the Commonwealth.  The most recent significant amendments to 
benefits provided under JRS were enacted under Act 162 of 2013.  As enacted, Act 162 created a hybrid 
plan, reduced disability benefits, reduced pension benefits and survivor benefits, increased the employee 
contribution, and eliminated Christmas, Summer, and medicine bonuses.   On February 21, 2014, the 
Puerto Rico Supreme Court upheld the constitutionality of Act 162–2013, but only with respect to judges 
appointed on or after December 24, 2013, the date Act 162–2013 was enacted.  As a result, judges 
appointed before the approval of Act 162–2013 continue to enjoy their prior retirement benefits. 

A summary of the composition of the members of each plan is presented below, based on the most 
recently available census data from the systems’ actuary (Exhibit 1). In addition, participating employers 
in the Retirement Plans are detailed in Appendix H.  

  

                                                
9 Act 160–2013 
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EXHIBIT 1: CENSUS DATA FOR THE RETIREMENT SYSTEMS AS OF JULY 1, 2015–2016 

 

Retirement Systems 
ERS 

TRS10 JRS 
CW Fiscal Plan entities Total 

Active members 71,194 118,657 32,952 364 

Pensioners and beneficiaries 96,267 122,757 43,305 514 

Terminated vested members Unknown11 Unknown 1,100 39 

Average age of pensioners 70.6 70.7 69.6 73.3 

Average monthly benefit $1,017 $995 $1,428 $4,495 

Median monthly benefit $675 $651 $1,435 $5,409 

Census date July 1, 2016 July 1, 2016 July 1, 2015 

Date of receipt of census data October 29, 2018 April 5, 2019 June 21, 2018 

 

Most current ERS and TRS retirees still live in Puerto Rico.  The latest data from the Retirement Systems 
indicates as many as 114,000 ERS retirees and 42,000 retired teachers likely still live in Puerto Rico.12 

The Retirement Systems were intended to be funded based on legislatively mandated employer and 
employee contributions through separate statutory trusts.  More detail related to actual historical 
funding practices is contained in Section 3 of this Report.   

In 2017, the government enacted Act 106–2017 (“Act 106”), an “Act to Guarantee Pension Payments 
and Establish a New Defined Contributions Plan for Public Employees.”  The legislation had several fiscal 
implications, including: 

► It established the PayGo system, whereby disbursements shall be made for all 
current retirees and their survivors, as well as future retirees and their survivors with 
respect to their accrued benefits (other than those benefits covered by the new DC 
plan), as provided in the certified Fiscal Plan, 

► It eliminated employer contributions that the Government had been making to the 
Retirement Systems, and replaced them with payments to the PayGo account, 

► It established the prospective Defined Contribution (“DC”) plans, to be funded by the 
contributions from current employees (except certain TRS and JRS participants 
covered under the defined benefit plants), and 

► It established sanctions against agency heads and public officials who fail to remit 
each participants’ contributions to their accounts on a timely basis. 

                                                
10 Excludes teachers hired after August 1, 2014 under Act 160–2013 whose hybrid account balances were to be transferred to DC 
accounts per Act 106–2017. 

11 The valuation reports assume loads of either 2.5% or 5.0% as a place holder for liabilities associated with terminated vested 
members who may claim a benefit in the future, depending on the year being considered. 

12 Luis Collazo, executive director of the Retirement Board, February 12, 2019.  
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1.2 Operational analysis 

Prior to the enactment of Act 106, the Retirement Systems operated much like any U.S.  public pension 
system funded through a statutory trust and generally followed Public Pension Coordinating Council 
(“PPCC”) guidance.  The PPCC establishes Public Pension Standards (the “Standards”) to reflect 
minimum expectations for public retirement system management, administration, and funding.  The 
Standards serve as a benchmark by which to measure public defined benefit plans.  All public retirement 
systems and the state and local governments that sponsor them are encouraged by the PPCC to meet 
the Standards.  See Appendix C for details related to these Standards. 

On an operational level, the Retirement Systems met these Standards to some degree.  The systems 
conducted actuarial valuations and audits, maintained written investment policies and fiduciary 
standards, periodically commissioned performance evaluations of their investment advisors, held regular 
boards of trustee meetings and communicated to members.  On the other hand, the following 
administrative and operational practices present challenges to plan operations and financial reporting: 

1. Much of the systems’ census data records are still paper based and some of the data is 
incomplete.  Data that should be readily available as part of ongoing plan administration 
are not tracked, and therefore the actuary is forced to make approximations to adjust plan 
liabilities for these unknowns.  For example, the benefits for ERS members that are no 
longer employed by the government but are entitled to a future pension, referred to as 
terminated vested participants, are not explicitly tracked.   
 
The system actuaries include a placeholder of an additional 2.5% – 5.0% accrued liability 
attributable to these members, or approximately $900 million as of June 30, 2017.  
Similar estimates are needed to approximate other missing data elements such as whether 
current pensioners have elected a form of payment that will continue to a survivor upon 
death and the value of bonuses currently in payment to certain pensioners.  Although 
these approximations are based on plan experience, they are estimates of incomplete data 
that would typically be tracked by other systems.  Such data limitations can lead to 
inefficiencies in plan administration and present a risk for misstating plan obligations.   
 

2. Challenges with system census data can lead to qualified audit opinions and delays in 
the issuance of actuarial valuations.  These delays can affect the audit of each employer 
sponsoring benefits under the pension plan. 
 
The Highway and Transportation Authority’s (“HTA”) audited financial statements provide 
an example.  In HTA’s most recent audited financial statements, the auditor expressed a 
qualified opinion13 stating that it did so in part because HTA had not adopted the provisions 
of various GASB Statements, including: 
 

► GASB Statement No.  73 – Accounting and Financial Reporting for 
Pensions and Related Assets that are not within the Scope of GASB 
Statement No.  68, and Amendments to Certain Provisions of GASB 
Statement No.  67 and 68, and 

► GASB Statement No.  75 – Accounting and Financial Reporting for 
Postemployment Benefits other than Pensions 

                                                
13 A qualified opinion is a statement issued after an audit is completed suggesting that the information being provided is limited in 
scope. 
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The audit opinion states that HTA was unable to adopt these GASB standards because 
audited pension information from ERS was not readily available.  Consequently, the audit 
opinion states that HTA did not record the proportionate share of its pension liability and 
total post–employment benefits obligation deferred inflows of resources, deferred 
outflows of resources and pension and total post–employment benefits obligation expense. 
 
The audit opinion further states that HTA also did not recognize the effect of current 
period changes in the net pension liability and total post–employment benefits obligation 
as it related to deferred inflows of resources, deferred outflows of resources and pension 
expense for the year ended June 30, 2018. 
 

3. Plan requirements were not always administered as described by law.  For example, 
member contributions in TRS were scheduled to increase from 10.0% to 13.12% as of July 
1, 2017.  The amount of the increase is described in Article 5.5 of Act 160–2013 to be 
82.0% of the maximum employer contribution established in Article 4.3(b) of the same Act 
for FY17 – FY18.  The maximum employer contribution for that fiscal year was 16% of 
monthly salary accordingly with Act 160–2013.  Accordingly, the calculated increase for 
that fiscal year would have been 13.12%.  Administrators from the Retirement Board 
confirmed that the employee contribution rate did not increase and remained at 10.0%.   
 
Additionally, after the enactment of Act 32–2013, government employers were required 
to make Additional Uniform Contribution payments to ERS.  The initial ERS AUC for fiscal 
year 2014 was established by Act 244–2014 at $120 million, of which approximately 
$83.3 million was allocable to the Central Government and its subsidized public 
corporations and to be funded from the General Fund, and the balance of which was 
allocable to the municipalities and other participating public corporations. For fiscal year 
2015 and until fiscal year 2033, the ERS AUC was required to be determined actuarially 
prior to the start of each fiscal year as the amount necessary to avoid having the projected 
gross assets of the ERS during any subsequent fiscal year fall below $1 billion.  While 
several municipalities and public corporation employers made their required payments in 
the initial years, as shown below (Exhibit 2), a large portion of the AUC went unpaid. 
 

EXHIBIT 2:  EMPLOYEES RETIREMENT SYSTEM ADDITIONAL UNIFORM CONTRIBUTION  
 

 

The amounts for 2017–2020 were determined as part of the July 1, 2016 valuation results.   
Act 106–2017 eliminated these funding sources altogether, including the elimination  
of future member funding for those no longer accruing DB benefits 
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1.3 Conversion to PayGo 

Act 106-2017, an “Act to Guarantee Pension Payments and Establish a New Defined Contributions Plan 
for Public Employees,” among other actions, established a new PayGo pension structure.   

Under this method, the Puerto Rico Treasury Department (“Treasury”) created a separate payment 
account distinct from other government assets which would receive appropriations as the sole fund 
source for the disbursement of pension benefits.  All other employer contributions to the Retirement 
Systems were eliminated including the statutory payroll contributions and supplemental employer 
contributions previously intended to improve plan funded levels (see discussion in Section 3 of this 
Report).  For agencies that no longer exist, but for which there are still retirees, the Treasury segregates 
a budget line for payments to those retirees. 

Under PayGo, participating public corporation and municipal entities are invoiced in an amount 
equivalent to the annual amount payable to each retiree and survivor of that agency.  The PayGo invoices 
are paid by the invoiced party out of the General Funds or Special Revenue Funds of such entities.  

1.4 Current administration of PayGo charges 

Typically, pension funds receive employer contributions, whether as a percent of payroll or as otherwise 
defined, and the pension fund makes benefit payments from a trust when they come due.  For a PayGo 
system to successfully make benefit payments, however, there is dependence on the participating 
entities to make timely and complete payment of their share of PayGo costs for that year.  Under the 
Commonwealth’s PayGo system, this includes the central government, public corporations and 
municipalities.  See Appendix D for a breakdown of the budgeted pension expenditures in FY 2020. 
 
Section 1.6(g) of Act 106 mandates that all participating Municipalities and Public Corporations in ERS 
must pay the PayGo fee.  Section 2.1(f) also states every government entity shall earmark the funds 
needed for the payment of the PayGo fee in their annual general fund budgets.   
 
Notwithstanding Section 1.6(g) and Section 2.1(f) of Act 106, the “PayGo and Individual Contribution 
Debt by Entity” report dated June 30, 2019 (“FYE 2019 PayGo Report”) submitted monthly by Autoridad 
de Asesoría Financiera y Agencia Fiscal de Puerto Rico (“AAFAF”) to the Oversight Board indicates there 
is approximately $93 million in accrued debt from 24 public corporations and $126 million from 50 
municipalities since implementation of the PayGo system in 2017.  See below for more detail (Exhibit 3).  
 

EXHIBIT 3: PUBLIC CORPS AND MUNIS OWING MORE THAN $1M IN PAYGO ($ IN THOUSANDS)14 
 

 
                                                
14 Source: Fiscal Agency and Financial Advisory Authority, PayGo and Individual Contribution Debt by Entity, September 15, 2019  

PUBLIC CORPORATIONS MUNICIPALITIES

Entity ($ in thousands) FY2018 FY2019 Total Entity ($ in thousands) FY2018 FY2019 Total

PR Ports Authority $ 22,686  $ 546        $ 23,232  San Juan $ 20,433  $ 56,026  $ 76,459    

Metropolitan Bus Auth. 13,588     2,361       15,949     Toa Baja 3,388       3,459       6,847          

Industrial Development Co.    -           11,584     11,584     Arecibo 2,947       3,526       6,473          

Admin. Agric. Dvlp't & Service    -           10,748     10,748     Mayaguez 1,514       4,590       6,104          

PRASA 3,287       2,219       5,506       Ponce    -           4,874       4,874          

Land Authority 2,488       2,950       5,438       Carolina    -           4,874       4,874          

Agric. Extension Service    -           4,838       4,838       Caguas 2,271       565           2,836          

Office Of The Controller 3,912          -           3,912       Cayey 1,031       1,530       2,561          

State Insurance Fund Corporation 1,258       2,431       3,689       Guarynabo    -           2,100       2,100          

Trade & Export Co. 2,303       404           2,707       Santa Isabel 727           899           1,626          

CRIM 1,677       422           2,099       Cabo Rojo 730           822           1,552          

PR Land Administration 1,982          -           1,982       Subtotal $ 33,041  $ 83,265  $ 116,306  

Subtotal $ 53,180  $ 38,504  $ 91,684  Other Munis 3,830       6,197       10,027       

Other Entities 185           778           963           Grand Total $ 36,871 $ 89,462 $ 126,333 

Grand Total $ 53,365 $ 39,282 $ 92,647 
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The payment by all non–Central Government employers of PayGo fees is the mechanism used to fund 
pension payments to retirees and survivors associated with those employers.  While PROMESA requires 
the adequate funding of pensions, and the Oversight Board has expressed it will continue to make sure 
pensions are adequately funded, Section 16 of the certified Fiscal Plan assumes these costs will be fully 
paid by each respective entity. Therefore, there are no appropriations assumed in the certified Budget 
to fund PayGo benefits for retirees of non–paying municipalities and public corporations without prompt 
reimbursement by them.   

In a letter dated April 30, 2019, the Oversight Board cited continued payment of retirement benefits 
without reimbursement from delinquent employers is an unauthorized expenditure under the certified 
Budget and that all efforts must be taken to collect these delinquent debts or offset these incremental 
unbudgeted expenses within other areas of the Budget.  This arrangement also requires significant 
coordination between the Treasury and the Retirement Board, which is an uncommon interdependency 
for public pension funds, particularly ones of this size. 

Several laws were recently passed that either amend PayGo fees under Act 106 or propose the 
appropriation of General Fund monies towards retirement benefits.  These laws include:  

► Act 257–2018 – Among other actions, dedicates 50% of anticipated revenue from the tax 
on legalizing gaming machines that rely on the element of chance to fund police pensions. 

► Act 297–2018 – Among other actions, dedicates the anticipated revenue from the 
imposition of $250 to $500 penalties under such law to the PayGo account under Act 106. 

► Act 29–2019 – Among other actions, eliminates the responsibility of municipalities to 
reimburse the Government for PayGo fees incurred in FY 2020.  The Oversight Board filed 
suit against the government in July 2019 seeking to enjoin the enforcement of Act 29–
2019.  On August 22, 2019, the Title III court denied the government’s motion to dismiss 
the Oversight Board’s lawsuit on this matter. 

► Act 81–2019 – Among other actions, dedicates 50% of anticipated revenue from the 
legalization of onsite and online betting on professional and college sports events, as well 
as video–game and fantasy sports leagues, to fund pensions (after funding the commission 
established by the Act). 

► Joint Resolution 43–2019 (submitted as House Joint Resolution 513) – Deposits $1.4 
billion from the General Fund into a pension trust for government employees to restore 
past contributions made by public servants to individual retirement accounts under the 
System 2000 hybrid defined contribution program that ran from 2000 through 2017.  The 
Oversight Board is opposed to the enactment of the measure stating that “it would be in 
violation of and be preempted by Sections 4 and 202 of PROMESA”.15 

 

  

                                                
15 Source: July 2, 2019 Letter from Natalie Jaresko, Executive Director of the Oversight Board to then–Governor Rosselló 
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Section Two: Legacy benefit provisions and existing benefits 

2.1 Legacy traditional defined benefit formulas 

The Retirement Systems were initially structured as traditional Defined Benefit (“DB”) plans.  Under a DB 
plan, a formula defines the benefit payable upon retirement, with the employer bearing the responsibility 
of securing adequate funding to deliver the benefit amounts.  In Puerto Rico, the DB formulas were 
determined based on years of service and compensation levels.  DB formulas are available to system 
members as follows: 

► For ERS, a DB formula is available to members hired prior to January 1, 2000, with 
different formulas applicable to pre–April 1, 1990 hires (Act 447 members) versus post–
April 1, 1990 hires (Act 1 members). 

► TRS members hired prior to August 1, 2014 currently accrue benefits under a DB 
formula. 

► All JRS members currently accrue benefits under a DB formula.  Members hired July 1, 
2014, or later have a reduced DB formula.  JRS members hired after July 1, 2014 also 
accrue benefits under a separate hybrid account. 

2.2 Bonuses and other special payments 

Special Laws, which are a series of post–employment benefits granted to ERS, TRS, and JRS participants 
through enabling legislation passed by previous legislatures, provide incremental retirement benefits to 
participants beyond those which are provided for under the original benefit structures. Many of the 
Special Laws appear to have been introduced and approved throughout the years without the enactment 
of long–term, viable funding sources.   The various benefit enhancements and special law benefits, 
include: 

► Past Ad Hoc Increases – The Legislature, from time to time, increased pensions for 
certain retirees 

► Additional minimum pension benefits – These are benefits paid to plan participants that 
supplement the core pension benefit the participant receives. Paid to ERS participants 
retiring prior to July 1, 2013 and TRS participants hired prior to August 1, 2014 

► Christmas Bonuses – An annual bonus of $200 is paid to each retiree, beneficiary, and 
disabled member for ERS members that retired prior to July 1, 2013, and TRS retirees 
prior to August 1, 2013, and $600 for JRS retirees hired prior to December 24, 2013 

► Medication bonuses – An annual bonus of $100 for each retiree, beneficiary, and 
disabled member to cover health costs paid in July provided the member retired prior to 
certain retirement dates. Evidence of coverage is not required 

► Summer bonuses – JRS retirees hired prior to December 24, 2013 receive an annual 
$100 bonus paid in July 

► Cost–of–living adjustments (COLAs) – The Legislature, from time to time, increased 
pensions by 3% for retired and disabled members.  The first increase was granted by Act 
10–1992.  Subsequent 3% increases were granted every third year since 1992, with the 
latest 3% increase established in Act 35 of 2007 for ERS defined benefit plan participants 
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► Medical insurance plan contributions – Covers a payment of up to $100 per month to 
the eligible medical insurance plan selected by the member provided the member retired 
prior to July 1, 2013 for JRS and ERS participants and August 1, 2013 for TRS members 

► Disability benefits for high–risk positions – Police, firefighters, and other employees in 
specified high–risk positions who are disabled in the line of work due to reasons specified 
in Act 127–1958 receive 80% (100% for Act 447 members) of compensation as of the 
date of the disability, payable as an annuity 

► Additional minimum death benefits – Pursuant to Act 160–2013 (TRS) and Act 12–1954 
(JRS), beneficiaries of deceased participants hired prior to August 1, 2014 are entitled 
to certain benefit payments that shall be no less than $1,000 

The special law benefits were structured to be paid in part by the Retirement Systems and in part by the 
members’ employer.  The employer portion was also paid through the trust of each respective plan and 
were referred to as “System Administered Benefits.” These System Administered Benefits were to be 
appropriated into the trusts by the General Fund or by the public corporation of municipality for their 
former employees.  However, the appropriations were not always sufficient to fund the benefits, and 
plan assets were used to fund these special benefits.  As of the latest actuarial reports, System 
Administered Benefits account for nearly $3.7 billion in ERS, TRS, and JRS total liabilities.16 

2.3 Early retirement and voluntary termination programs 

The Government also adopted various early retirement programs to reduce the size of the government 
workforce.  The effects from various voluntary termination programs (“VTPs”) and early retirement 
offerings impact the pension PayGo forecast.  In 2019, three separate VTPs were offered which covered 
a total of 5,455 employees receiving $14.3 million in payments. Since 1994, more than 20 early 
retirement programs have been implemented.17 

Although these measures reduced payroll expenses, which are a substantial portion of governmental 
expenses, including for the General Fund, early retirement programs also reduced the Retirement 
Systems’ revenues because they decreased employer and employee contributions.  Furthermore, the 
resulting increased retirement benefit disbursements by the Retirement Systems triggered by these 
programs were generally not accompanied by upfront funding or timely reimbursement from the 
participating employers resulting in a negative cash flow impact.  These increases are also not reflected 
in the current PayGo estimates calculated by the system actuaries. 

2.4 Life expectancy changes 

Another factor that contributed to the deterioration of the Retirement System funded status was the 
increase in the average life expectancy in Puerto Rico and the United States.  Benefits from the 
Retirement Systems are generally payable over the life of a pensioner, and in some cases continue to a 
survivor after the pensioner is deceased.  An increase in life expectancy causes retired pensioners to 
receive benefits for more years than originally expected. 

 

                                                
16 “Actuarial Valuation Report”. June 30, 2016, Puerto Rico Judiciary Retirement System; “Actuarial Valuation Report”. June 30, 

2016, Puerto Rico Teachers Retirement System; “Actuarial Valuation Report”. June 30, 2016, Puerto Rico Government 
Employees Retirement System 

17 Motive Statement of Act 3–2017. 
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In developing the Retirement Systems liabilities and Annual Required Contribution (“ARC”), the system 
actuaries utilized a mortality table with assumed rates of mortality for different ages, varying by male 
and female pensioners.  The assumptions are based on knowledge of the covered population and industry 
mortality trends.  Based on the actuarial valuation report produced in 1965 for ERS18, the life expectancy 
for collecting pensions for a 55–year–old at that time was 22.6 years for men and 26.7 years for women.  
By 2019, mortality assumptions have improved to utilize: i) actual system experience in determining 
base mortality rates, and ii) expectations for future mortality improvements have been incorporated 
based on studies released by the Society of Actuaries.  The resulting effect is that the expected amount 
of payment years had increased by 35% for men to 30.6 years and by 30% for women to 33.4 years. 

2.5 Hybrid accounts 

As identified above, each system provides different types of benefits dependent on each member’s date 
of hire.  The pension systems have historically required participant contributions, regardless of the 
benefit formula in place.   

Because of the continuing increase in the unfunded liability, the original defined benefit structure was 
closed to new plan members joining ERS on or after January 1, 2000.  To provide a retirement 
alternative, the pension benefit structure was further amended by Act 305 of 1999 to provide for a cash 
balance program, similar to a cash balance plan, that would be funded only by participating employees’ 
contributions.  This Retirement Savings Account Program (“System 2000”) was created to provide an 
employee–funded retirement benefit administered by ERS.  

Under System 2000, the employers’ contributions were set at 9.275% for System 2000 participants and 
were used to fund the accrued actuarial liability of the ERS.  Also, under System 2000, the disability 
benefits were to be provided through a private insurance long term disability program to those plan 
members that voluntarily elected to enroll in such program. 

For ERS employees hired on or after January 1, 2000, mandatory participant contributions were 
directed into a “hybrid”, or notional retirement account, credited with notional interest earned, and upon 
retirement would be converted into a lifetime annuity.  Additionally, Act 447 of 1951 and Act 1 of 1990 
participants had their benefits replaced with this structure effective July 1, 2013, going forward, in 
connection with freeze of their benefit accruals under the legacy traditional DB formulas. Act 3 of 2013 
also amended the ERS Act to create a Defined Contribution Hybrid Program (hereinafter, the “Hybrid 
Program”), through which individual contribution accounts were created for all active participants 
enrolled in the ERS.  Under the 2013 Amendments, in the case of employees participating in the Savings 
Program (System 2000 Participants), the funds allocated within the savings accounts were intended to 
be transferred to the contribution accounts under the Hybrid Program. In practice, large portions of 
employee contributions were used to pay benefits to current pensioners, rather than being set aside for 
future retirees. 
 
Other characteristics of System 2000 consist of the following: 

► No employer match or contribution, 
► Contribution accounts were not segregated since the accounts were intended to be notional, 
► In most cases, participants were not eligible to receive funds in the form of a lump sum, and 
► Participants were sent quarterly statements that showed their notional balance. 

 

                                                
18 Based on interpolation of mortality rates for sample ages in the Actuarial Calculation Report for the fiscal year ending June 30, 

1965, with no projected mortality improvements. 
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Based on data from the Retirement Systems, the cumulative value of ERS hybrid accounts as of June 
30, 2018, including interest credits, was approximately $2.3 billion, as shown below (Exhibit 4). 

EXHIBIT 4: ERS HYBRID ACCOUNTS AS OF JUNE 30, 2018 ($ IN THOUSANDS) 

 
 Employee contributions Accumulated notional interest Total 

Act 447 $212,010 14,749 $226,759 

Act 1 493,784 34,818 528,602 

System 2000 1,308,893 180,499 1,489,392 

Act 3 48,689 2,097 50,786 

Total $2,063,376 $232,163 $2,295,539 

 
After the enactment of Act 3, ERS established that notional interest credits to the hybrid accounts would 
be defined as 80% of the annual rate of return on the pension trust.  With the establishment of the PayGo 
system under Act 106 and liquidation of plan assets, hybrid accounts have not been credited with interest 
since July 1, 2017. 
 
A structure based on notional accounts was enacted for TRS participants as well.  This was established 
under Act 160.  On April 11, 2014, however, the Puerto Rico Supreme Court struck down the sections 
of Act 160 that amended the pension benefits of active teachers who were participants in TRS at the 
time on the grounds that the Commonwealth had not proven that the amendments would maintain the 
solvency of TRS.  As a result, the TRS administered two benefit structures: (i) a contributory, defined 
benefit plan for active participants hired on or before July 31, 2014, and (ii) a contributory, hybrid plan 
for participants hired on or after August 1, 2014. 
 
In December 2013, the Commonwealth also enacted Act 162 as a comprehensive reform of JRS.  Act 
162–2013 sought to establish a new hybrid retirement system for judges appointed after July 1, 2014, 
which included both a defined benefit and a defined contribution component.  On February 21, 2014, 
the Puerto Rico Supreme Court upheld the constitutionality of Act 162, but only with respect to judges 
appointed on or after December 24, 2013, the date Act 162 was enacted.  As a result, judges appointed 
before the approval of Act 162 continue to enjoy their prior retirement benefits.  
 
For judges appointed on or after the approval of Act 162, the Puerto Rico Supreme Court interpreted 
Act 162 as creating two benefits regimes, one for judges appointed between December 24, 2013 and 
June 30, 2014, as to whom a modified benefits regime applies, and one for judges appointed on or after 
July 1, 2014, as to whom all provisions of Act 162 apply.  For all existing participants who joined JRS 
between December 24, 2013 and June 30, 2014, the defined benefit plan continued to exist, but with a 
maximum pension of 60% of salary.  For all new participants who joined JRS after July 1, 2014, a new 
hybrid plan was enacted.  JRS participants hired after July 1, 2014 also have contributions tracked in 
notional accounts, although even post 2014 hires also earn benefits under a defined benefit formula.  
Approximately 50 new judges were hired from July 1, 2014 through July 1, 2016, resulting in 
accumulated employee contributions associated with hybrid accounts of approximately $700,000. 
 
The use of notional accounts for which notional interest is tracked is not an uncommon benefit structure.  
However, the fact that these accounts were notional and not actually being tracked was not well 
understood by plan participants.  The continued depletion of plan assets, as detailed in Section 3, 
resulted in the Retirement Systems using contributions made by employees participating under the 
notional account structure to pay benefits due immediately, rather than being invested to fund benefits 
payable to these employees in the future. 
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A summary of the status of these notional accounts is as follows: 
 

► ERS System 2000 and Act 3–2013 notional accounts – The value of these notional 
accounts is still being tracked by ERS.  As identified in Section 3.5, as part of the Plan 
Support Agreement (“PSA”) with the American Federation of State, County, and 
Municipal Employees (“AFSCME”), the value of these accounts, excluding interest, will 
be transferred to DC accounts and not be subject to cuts.  The value of accounts for full 
Act 3–2013 participants will not be subject to cuts. 

► ERS Act 447–1951 and Act 1–1990 notional accounts – As identified in the AFSCME 
PSA, benefits associated with post–July 1, 2013 employee contributions for Act 447 and 
Act 1 participants will remain within the PayGo system but will not be subject to cut. 

► Notional accounts for TRS members hired after August 1, 2014 – Effective July 1, 
2017, in connection with Act 106, the value of these notional accounts was to be 
transferred to defined contribution accounts.  Therefore, the TRS system holds no 
obligation associated with these hybrid benefits.  The PayGo costs described in Section 
3.5 and Section 3.6 of this Report reflect the segregation of these TRS hybrid accounts 
and therefore do not include annuitized value of these hybrid accounts in the PayGo 
projections. 

► Notional accounts for JRS members – The value of these notional accounts is still being 
tracked by JRS.  Notional interest has not been applied since the enactment of Act 106.  
Based on current plan provisions, when individuals with these notional balances retire, 
JRS will pay out an annuity calculated based on the amount of contributions made by 
each individual to the plan. 

2.6 Act 3–2013 and Act 106–2017 impacts 

Act 447, Act 1, and System 2000 members, each group younger than the prior group, were affected 
differently by Act 3 and Act 106 pension amendments.  The exhibit below presents the impacts of these 
two laws on an average participant in these three cohorts of pension participants (Exhibit 5).  See 
Appendix F for detail on the assumptions and plan provisions used to develop these illustrations. 

EXHIBIT 5: SAMPLE PARTICIPANT BENEFIT REDUCTIONS DUE TO ACT 3 AND ACT 106 

 

     

     

Act 447 Member Act 1 Member System 2000 Member 
55       57     59      61       63      65      67 55       57     59      61       63      65      67          61               63               65              67 AGE AGE AGE 
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Sample Act 447 Member 

The most significant losses for this sample participant include: 
 

► Act 3 delayed the retirement age to 61, resulting in a delay in the date the participant 
could commence a pension benefit. 

► The Act 3 freeze of pension accruals eliminated the ability of the participant to grow into 
the enhanced merit pension that was available to pre–Act 3 participants with 30 years of 
service (the enhancement pre–Act 3 is visible by the large increase from 2015 to 2016 
benefit levels in the light gray bars).   

► Bonus payments were eliminated for those not yet retired by the effective date of Act 3. 

► The only accruals post–Act 3 are associated to the annuitized notional accounts, which 
were frozen as a result of Act 106.  The lack of accruals and interest in the notional 
accounts beginning in 2017 is represented by the yellow Post–Act 3 bars.   

► Additional reductions such as the elimination of the free survivorship benefit are not 
reflected in the calculated annual estimates shown above but are further outlined in the 
demographics and law impacts below. 

The age 61 annual pension benefit for this sample participant of $26,830 was effectively reduced by 
42% as a result of the Act 3 freezes.  Act 106 eliminated the notional interest benefit from the hybrid 
accounts, reducing the annual benefit to $14,829, for a cumulative reduction of 44%. 

Sample Act 1 Member 

The most significant losses for this sample participant include: 
 

► Act 1 provided for early retirement options at an actuarially equivalent level to their 
normal retirement benefit.  Act 3 delayed retirement commencement eligibility to age 
65, eliminating the ability of the member to optionally retire at a younger age. 

► Bonus payments were eliminated for those not yet retired by the effective date of Act 3. 

► The only accruals post–Act 3 are associated to the annuitized notional accounts, which 
were frozen as a result of Act 106.  The lack of accruals and interest in the notional 
accounts beginning in 2017 is represented by the yellow Post–Act 3 bars.   
 

The age 65 annual pension benefit for this sample participant of $18,898 was effectively reduced by 
31% as a result of the Act 3 freezes.  Act 106 eliminated the notional interest benefit from the hybrid 
accounts, reducing the annual benefit to $8,868, for a cumulative reduction of 53%. 

Sample System 2000 Member 

The most significant losses for this sample participant include: 
 

► The System 2000 member retirement age was delayed (age 65 for this participant) 
eliminating earlier possible commencement ages. 

► Bonus payments were eliminated for those not yet retired by the effective date of Act 3. 
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► As System 2000 benefits were based on annuitized notional accounts and the 
participants are relatively younger (and would have been anticipating many years of 
accruals on the accounts), the freezing of these accounts as a result of Act 106 results 
in a significant reduction in the benefits payable by the pension plan.  The elimination of 
these benefit accruals beginning in 2017 is represented by the yellow Post–Act 3 bars.   

The age 65 annual pension benefit for this sample participant of $13,214 was effectively reduced by 
15% as a result of the Act 3 bonus elimination.  The lack of accruals and interest in the notional accounts 
for more than two decades following Act 106 reduced the annual benefit to $2,322, for a cumulative 
reduction of 82%. 
 

2.7 Defined contribution accounts 

In connection with the establishment of the PayGo system under Act 106, new DC accounts were to be 
established for all active workers not currently accruing a pension under a defined benefit formula.  Act 
106 requires that mandatory wage deductions collected from individual employees participating in its 
new DC retirement plan be held in newly created, segregated and employee–controlled retirement 
accounts.  In addition, as noted above, Act 106 specified that hybrid account balances for TRS members 
were to be transferred to the new DC accounts. 

Participants that continue to accrue benefits under TRS and JRS have the option of participating in the 
new DC plans if they contribute to these plans in addition to member contributions due to their DB plans.  
The certified Fiscal Plan reflects a freeze to future accruals under these systems effective January 1, 
2020, assumes DC accounts will be established for all members of these systems prospectively. 

In July 2019, after following an RFP process, Alight Solutions Caribe Inc. was selected to serve as the 
plan administrator for the Government’s DC plans.  The plan administrator is tasked with the 
implementation, administration and management of the DC pension plan.  Gavion, LLC was also selected 
to be the investment advisor responsible for managing the investment alternatives for DC plan 
participants.19  Gavion is the existing investment advisor for ERS and JRS.  In addition, the Government 
selected Banco Popular as trustee of the DC trust and Bank of New York Mellon as custodian of the assets 
of the individual DC accounts within such trust.  The Retirement Board expects to enroll all active former 
ERS participants in the DC plans during the period starting September 30, 2019 and ending on October 
14, 2019.  Upon the closing of the enrollment period, the Retirement Board intends to transfer the 
balances of both Temporary Trusts into the new DC trust holding the individual DC accounts. 

2.8 Lack of cost–of–living adjustments (“COLA’s”) 

Most retirees have not received COLA’s since 2007. Based on actuarial assumptions and methodologies, 
a pensioner could reasonably be expected to live roughly 30 years post–retirement. Therefore, without 
a COLA, pensioner that retired in 2007 has effectively seen a 19% reduction in purchasing power through 
2019. By 2037 (30 years after retirement), retirees will have experienced a cumulative 39% reduction 
in purchasing power (as seen in Exhibit 6). Therefore, the lack of COLAs can effectively be viewed as 
another form of pension benefit reductions.  
 
 
 
 
 

                                                
19 On July 1, 2019, CBIZ, Inc.  (NYSE: CBIZ) had acquired substantially all the assets of Gavion, LLC. 
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EXHIBIT 6: PURCHASING POWER OF $100 (FY 2007 – FY 2037) 

 

 
 
Note: Inflation from 2019 to 2037 corresponds to forecasted inflation in the certified Fiscal Plan. 

2.9 Participant loans  

In 1956, Luis Muñoz Marín, Puerto Rico’s first elected governor, enacted a law that instituted cultural 
excursion loans for pensioners.  Puerto Rico was in “a stage of rapid social, economic and political 
development,” the law said, and should aim to enable “the largest possible number of Puerto Ricans to 
travel to foreign countries.”  Since then, participants in the Retirement Systems could take loans out 
against the balance of their accumulated member contributions to the Retirement Systems.  While some 
loans issued were for longer term mortgages, the majority were for personal and cultural loans.   
 
Historically, the maximum amount that could be loaned to plan members for mortgage loans was 
$100,000, and $5,000 for personal, and cultural trip loans.  In 2007, ERS increased the maximum loan 
balance for personal loans from $5,000 to $15,000.  This resulted in a significant cash drain to the 
Retirement Systems.  In 2011, this maximum was reduced back to $5,000.  Act 106 suspended the 
issuance of all future loans under these programs.  The loan portfolio peaked in 2011 and has been in 
liquidation since then, as shown below (Exhibit 7).  
 
EXHIBIT 7: ERS LOANS OUTSTANDING FY 2000–3Q19 ($B) 

 

 
 
These loans are assets of the respective plans (which pursuant to Act 106 will be paid into the PayGo 
account).  They are illiquid and subject to the effectiveness of the loan servicing and credit and collections 
function performed at the Retirement Systems.  These loans represent a significant portion of remaining 
plan assets, as shown below (Exhibit 8). 
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EXHIBIT 8: LOANS AS A PERCENT OF PLAN ASSETS ($M) 

 

$ in Millions ERS20 TRS19 JRS19 % of Total 

Participant Loans        $380.0     $198.5         $0.4   73.4% 

Cash and Equivalents               0.0         129.0        0.0 16.4% 

Alternative Investments             78.8            2.2 0.0 10.3% 

Total Plan Assets        $458.8     $329.7     $0.4 100.0% 

 
Repayments of loans were required either through payroll deduction, benefit payment deduction (limited 
to 33% of the gross benefit), or compulsory increase in employee pension contribution.  In the event of 
the borrower’s death before full repayment of their loan, the borrower’s survivor pension benefit was at 
risk of forfeiture.  To protect the Retirement Systems and a borrower’s survivor benefits, certain loans 
carried optional or required insurance of up to 0.25% per annum of the loan balance. 

In 2013 and 2014 ERS sold loans totaling $88 million and $100 million to two financial institutions.  
These loans were sold at par and ERS earned a 2% servicing fee.   

2.10 Access to Social Security 

Social Security is mandatory for state and local government employees, unless: 

i) They are members of a qualifying public retirement system, or 
ii) Are covered under a Section 218 Agreement 

In Puerto Rico, teachers and judges are currently exempt from Social Security because of the Section 
218 agreement between Puerto Rico and the Social Security Administration, which did not cover 
employees with a qualified alternative FICA retirement plan when Social Security was originally extended 
to Puerto Rico government employees on July 1, 1952.  Teachers and judges are also not eligible for 
Social Security benefits at retirement unless they have 10 years of previous employment in a position 
with another employer that is covered by Social Security. 21   

The certified Fiscal Plan includes the enrollment of all police in Social Security on July 1, 2019 and the 
enrollment of teachers and judges under the age of 45 as of January 1, 2020.  Presently the Government 
has not publicly taken steps to make teachers and judges eligible for Social Security. 

Until recently, police officers participating in ERS also have not contributed to Social Security.  On July 
19, 2019, however, then–Governor Rosselló signed into law Act 71 of 2019 which reduced the 
mandatory employee retirement contribution for police officers from 8.5% to 2.3%.  The passage of Act 
71–2019 disqualified police officers from having a qualified FICA replacement retirement plan under 
federal law, which was the basis for their ability to be excluded from making Social Security contributions.   

The Puerto Rico’s Police Commissioner Department has begun a process to register the elections by 
police officers with less than 10 years until retirement to enroll or not enroll in social security.  The PRPD 
provided notices of registration to 5,284 police officers, of which 4,005 opted in, 342 opted out, and 
937 did not respond.  Final determinations on enrollment for this population are still being processed.  

                                                
20 ERS Quarterly Asset Report as of 3/31/2019; TRS Quarterly Asset Report as of 6/30/2019; JRS Quarterly Asset Report as of 
6/30/2019 

21 Employees must earn 40 credits, earned at the rate of $1,360 of earnings per credit up to a maximum of four credits per year.  
Conventionally, this has equated to 10 years of social security taxes paid. “2019 Retirement Benefits”, Social Security 
Administration, Publication 05–10035, https://www.ssa.gov/pubs/EN–05–10035.pdf 
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Consequently, unless a police officer receives an exemption, going forward, all police officers will be 
required to start contributing to Social Security.  After 10 years of contributions, those police officers 
will be entitled to Social Security benefits in accordance with federal law.  

In addition to the employee contribution to Social Security, employers are also required to contribute 
6.2% of an employee’s pay. The certified budget for fiscal year 2020 includes an appropriation to cover 
the employer contribution for Social Security for police officers effective July 1, 2019 and for TRS and 
JRS active members effective January 1, 2020. This amount equates to $46.7 million in FY 2020, which 
includes $13.1 million for TRS and JRS and $33.6 million for police.  

Separately, the Government recently enacted a law, Act 74–2019, that allows police officers to request 
an extension of the mandatory retirement age from 58 to 62 for police officers with 30 years of service.  
One result of this law is that police officers could have additional quarters of employment in which to 
contribute towards Social Security if a delay in retirement is approved.  
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Section Three: Historical funding strategy and 30–actuarial 
projection 

3.1 Historical funding practices 

All public retirement systems and the state and local governments that sponsor them are encouraged by 
the PPCC to meet certain minimum standards for public retirement system management, administration, 
and funding.  The funding standards are to meet one or more of the following criteria: 

► A funded ratio of 100 percent; 

► Contribution rates are equal to or greater than 100 percent of the actuarially determined 
contribution (ADC) (and referred to in other contexts as the Actuarially Required 
Contribution (ARC)); or 

► A plan has been approved by the governing body to achieve one or both of these criteria 
within 5 years. 

These standards have not been met in the case of the Retirement Systems.  As a result, over the years 
the funded positions of the plans have continued to decrease. 

A summary of the funded position of the Retirement Systems, based on the most recent information 
disclosed for a given year and the assumptions and methods selected by the system actuary at the time, 
is contained on the pages that follow. 

Actuarial Standards of Practice describe a recommended annual employer contribution to the fund on a 
reasonable actuarial basis which, if paid, results in fully funding the plan.  Continually making the 
employer contributions calculated by the actuary puts the plans on a trajectory to achieve full funding 
on a consistent basis.  To be fully (or 100%) funded means that if all actuarial assumptions are met, 
assets are on target to meet the pension obligations based on the actuarial funding policy.  However, the 
ARC was not contributed for the Commonwealth plans. 

Funding for ERS, TRS and JRS was primarily driven by statutory requirements, which consisted of a 
combination of contributions from members and employers of the systems.  These contributions were 
largely structured as a percentage of payroll that were scheduled to increase in future years after 
passage of Act 3–2013 (ERS), Act 160–2013 (TRS), and Act 162–2013 (JRS).  In fiscal year 2017, by 
statute payroll employer–based contributions were supposed to be 15.525%, 14.75%, and 30.34% for 
ERS, TRS, and JRS respectively.  These baseline funding requirements were generally met historically 
by the sponsoring employers. 

But, as early as 2007, the system actuaries had expressed their views that statutory contribution 
requirements were not sufficient to meet future plan needs.  For example, page 6 of the June 30, 2007 
ERS actuarial valuation report indicates: 

“Based on the current statutory member and employer funding requirements, the UAAL 
[Unfunded Actuarial Accrued Liability] is expected to grow indefinitely into the future 
instead of being amortized.  Effectively, this means that the statutory member and 
employer contributions to PRGERS are not adequate to fund PRGERS’ Basic System 
Benefits.  Instead, PRGERS is being disfunded.  As a result, the future scheduled 
contributions equal to the statutory funding requirement will not be adequate to 
accumulate sufficient assets to make future benefit payments when due.” 
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Page 8 of the same report states:  

“We recommend that the statutory funding requirements be significantly increased in excess 
of the recent employer contribution rate increase to 9.725% in light of: 

► The expected net negative cash flows; 
► The forecast decrease in funded status; 
► The Annual Required Contribution based on GASB 25 and 27.” 

Similar recommendations were included in subsequent years, including the 2009 valuation report which 
provided a recommendation considering “The expected negative net cash flows which are expected to 
exhaust net System assets in 2014 (assuming the investment return of assumption of 7.5% is met)”. 

Over time, legislation was enacted to increase funding levels.  However, this legislation did not increase 
the statutory funding requirements to equal the actuarial annual required contribution and therefore did 
not prevent the continued depletion of plan assets.  Further, these additional funding requirements were 
not always met, as shown in later exhibits. 

During the 2010–2011 fiscal year, Act 116–2011 was enacted, which increased employer contributions 
from 9.275% of compensation to 10.275% of compensation effective July 1, 2011.  For the next four 
fiscal years, required employer contributions would then increase annually by 1% of compensation.  For 
the next four fiscal years, required employer contributions would increase annually by 1.25% of 
compensation, reaching an ultimate employer contribution rate of 20.525% effective July 1, 2020 
(Article 2–116 as amended by Act 11 of 2011 and Act 3 of 2013). 

Effective July 1, 2013, the system assets were to receive a supplemental contribution of $2,000 for the 
payment of special benefits from employers each fiscal year for each pensioner (including survivors 
receiving benefits) who was previously benefitting as an Act 447 or Act 1 member while an active 
employee.  This supplemental contribution was to be paid by the General Fund for former government 
employees or by the public corporation or municipality for their former employees (Act 3 of 2013).   

Similarly, the Act 160–2013 introduced supplemental contributions for TRS of $1,675 for the payment 
of special benefits per pensioner (including survivors) retired before August 1, 2014.  Any excess of 
supplemental contributions over the System Administered benefits were to remain in the system to help 
pay down the unfunded liability. 

Significant pension funding changes were implemented in 2013.  In addition to amending benefits, this 
legislation set up an “Additional Uniform Contribution” (AUC) for ERS, beginning at $120 million and 
annually determined by the actuary as the amount necessary to prevent the fund assets from falling 
below $1.0 billion.  Preliminary calculations showed this AUC would grow to nearly $600 million per year.  
However, this necessary, supplemental funding was never fully implemented.  Most employers failed to 
pay the AUC.  As of June 30, 2016, there were $180M in past due and immediately payable Additional 
Uniform Contributions to be made by selected employers.  Act 106 rescinded the requirement for the 
AUC to be paid into the insolvent ERS trust since the construct of a prefunded plan was no longer viable 
given the complete depletion of plan assets. 
 
A similar approach was taken for TRS (“Annual Additional Contribution”) based on $300 million floor and 
JRS ($20 million floor).  For JRS, as of June 30, 2017, the past due payment owed on behalf of unpaid 
contributions was $23.7M.  These supplemental contribution calculations for TRS were to begin prior to 
the beginning of the 2018–2019 fiscal year but were eliminated in conjunction with the conversion to 
PayGo.   
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Below is a summary timeline that outlines the key funding events in the history of the Retirement 
Systems (Exhibit 9).  A more extensive timeline of events affecting ERS and TRS is in Appendix G. 
 
EXHIBIT 9: TIMELINE OF KEY FUNDING EVENTS 

 

 
 
The actual employer contributions and employee contributions falling short of the ARC for each plan was 
a factor in the rapid depletion of the pension assets that left the Retirement Systems materially 
underfunded.  ERS and TRS funded status since FY 2000 is shown below (Exhibit 10). 
 
EXHIBIT 10: ERS AND TRS NET ASSET BALANCE ($M) AND FUNDED RATIO ($B) 

 

   

   
 

The Pew Charitable Trusts analyzed the state pension funding gap for fiscal year 2017, the most recent 
year for which comprehensive data were available for all 50 states.  Pew’s analysis concluded that many 
state retirement systems are on an unsustainable course, coming up short on their investment targets 
and having failed to set aside enough money to fund the pension promises made to public employees. 
Even as contributions from taxpayers over the past decade doubled as a share of state revenue, the total 
still fell short of what is needed to improve the funding situation.  When the Retirement Systems are 
compared to other state retirement systems, it shows how poorly funded the Retirement Systems truly 
are.  As shown below, the Retirement Systems, rank far below Kentucky, which in 2017 had the lowest 
funded ratio of any of the 50 states (Exhibit 11).   
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EXHIBIT 11: STATE PENSION FUNDED RATIO COMPARISON BY STATE22 

 

 

3.2 Historical employer contributions 

Historically, the actuarial annual required contribution was greater than both the statutorily required 
contributions and the actual employer contributions made.  While various steps were taken to improve 
the funded status of the Retirement Systems over time, none of the best practice recommendations from 
the PPCC were implemented.  The financial and operational shortfalls directly led to the depletion of the 
fund assets to a point where following an ARC schedule was not a viable model. 
 
Summaries of the historical statutorily required amounts, actuarial annual required contribution and 
actual contributions made, based on information either explicitly identified in the annual actuarial 
reports, or extrapolated from headcounts, payroll, and other information included in such reports, are 
contained below for both ERS and TRS (Exhibit 12).  The statutorily required amounts include estimated 
payroll–based contributions, estimated supplemental contributions, early retirement contributions, AUC 
(for ERS), or AAC (for TRS and JRS).  As shown in the exhibit, the increases in statutorily required 
contributions beginning in 2013 still fell short of the actuarial annual required contribution; the actual 
amounts contributed fell short of the actuarial annual required contribution and fell short of the 
statutorily required contribution once the AAC and AUC went into effect.  The actuarial annual required 
contribution, actual contributions and statutorily required amounts reflect only the benefits for which 
the systems are responsible, and therefore exclude the system administered benefits. 
 

  

                                                
22 Source: “The State Pension Funding Gap: 2017”. June 27, 2019. Pew Charitable Trust.   
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EXHIBIT 12: HISTORICAL COMPARISON OF ERS AND TRS ACTUAL CONTRIBUTION VS. 
ACTUARIAL REQUIRED CONTRIBUTION AND STATUTORILY REQUIRED CONTRIBUTION  ($B)_23, 24 

 

      

         
25 

3.3 Pension obligation bonds 

On February 27, 2007, ERS’s administration and the Government Development Bank, acting as ERS’s 
fiscal agent, presented to the ERS Board of Trustees a financial transaction for the issuance of pension 
funding bonds. ERS authorized the issuance of one or more series of bonds (the “Bonds”) to increase the 
funds available to pay pension benefits and to reduce the unfunded accrued actuarial pension liability.   

On January 31, 2008, the System issued the first series of the Bonds, which consisted of approximately 
$1,589 million aggregate principal amount of Senior Pension Funding Bonds, Series A.  On June 2, 2008, 
the System issued the second of such series of Bonds, which consisted of approximately $1,059 million 
aggregate principal amount of Senior Pension Funding Bonds, Series B.  Finally, on June 30, 2008, the 
System issued the third and final of such series of Bonds, which consisted of approximately $300 million 
aggregate principal amount of Senior Pension Funding Bonds, Series C. 

Based on information from the Board’s advisors, the Bonds are limited, non–recourse obligations of the 
System payable solely from and secured solely by a pledge of employer contributions made after the 
bonds’ issuance date.  The Bonds are not payable from the investments of ERS, or from employee 
contributions to ERS.  The bonds’ repayment schedule is shown below (Exhibit 13). 

  

                                                
23 Excludes Medical Insurance Plan Contribution amounts 

24 In 2015 the systems began reporting under GASB 67, which did not require calculations of the ARC if the statutory contributions 
are not based on the ARC.  Thus, the system actuaries no longer computed the ARC for the pension benefits.  ARCs after 2014 
have been estimated based on the Total Pension Liability, Fiduciary Net Position and Service Costs disclosed in the GASB 67 
valuation reports.  1999–2014 ARC provided by Milliman. 

25 Total statutorily required contribution includes estimated payroll–based contributions, estimated supplemental contributions, 
early retirement contributions, and AAC (for TRS) or AUC (for ERS) 

$.0b

$.2b

$.4b

$.6b

$.8b

$1.0b

1999-2000 2001-2002 2003-2004 2005-2006 2007-2008 2009-2010 2011-2012 2013-2014 2015-2016

Actual contributions Est. Actuarially Required Contribution Gap Total statutorily required contribution
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EXHIBIT 13: ERS PENSION OBLIGATION BONDS DEBT AND PRE–TITLE III SERVICE26, 27 

 

   

    

After the issuance of the POB’s, ERS maintained a significant portion of its plan assets in cash 
investments, rather than investing the bond proceeds in higher–yielding investments.  A comparison of 
the portion of plan assets in cash versus the liquidity needs of the plan is outlined below (Exhibit 14).  
For the various reasons noted above, plan assets were reduced to be a small fraction of plan liabilities.  
In recent years, plan assets were less than the amount of remaining POB debt. 
 
EXHIBIT 14 COMPARISON OF ERS CASH INVESTMENTS TO PLAN CASH FLOW NEEDS ($B) 

 

 June 30, 2009 June 30, 2010 June 30, 2011 

Cash (A) $1.30 $1.1 $1.0 

Plan assets (exclusive of POB liability) 3.9 4.6 4.7 

Plan expenditures (benefit payments, 
expenses and debt service) (B) 

(1.3) (1.5) (1.7) 

Employer and Member Contributions 
(C) 

0.8 0.9 1.0 

Net cash flow need (D = B + C) (0.5) (0.6) (0.7) 

Cash available in excess of net cash 
flow need (A + D) 

0.8 $0.5 $0.3 

 

  

                                                
26 Source: Official Statement for the offering of Series C pension funding bonds dated June 26, 2008. 

27 The principal shown above includes the initial principle balance on the capital appreciation bonds issued by ERS.  The CABs were 
designed to accrete until their redemption, the value of which is not shown in the table. 

Pre–Title III contractual principal 
balance of ERS pension obligation bonds  

Debt service for outstanding ERS 
pension obligation bonds 
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3.4 Changing Plan Demographics 

A pension plan that pays benefits to retirees in the form of an annuity becomes increasingly mature the 
longer that it is in existence.  In other words, the ratio of pensioners to active participants increases over 
time.  The more a plan matures, the less active participant contributions will help defray the cost of the 
plan, particularly when a plan experiences is adverse (e.g.  investment losses) and losses must be made 
up through future contributions.  This dynamic is exaggerated when pensioners live longer due to 
mortality improvements. 

A comparison of progression of the ratio of number of pensioners to active participants in each plan 
based on historical actuarial valuation reports is contained below (Exhibit 15). 

EXHIBIT 15: ACTIVE PARTICIPANTS COMPARED TO RETIREES, SURVIVORS, AND DISABLED 
WORKERS IN THE VARIOUS PENSION SYSTEMS (# IN O00’S OF PARTICIPANTS) 
 

   

    
 

As seen above, there has been a significant reduction in active participants over the past few years, 
partially due to legislation enabling more favorable early–retirement but also due to an island–wide 
decline in working age population. Retirees, survivors, and disabled workers now outnumber active 
participants. Because of a population with a high concentration of retirees, the relative cost of funding 
these plans remain high with respect to overall payroll. The inability to restore assets being used for 
benefit payments for retirees via contributions translates to the downward trajectory in funded position. 

Additional information related to the distribution of benefits for current pensioners by age and benefit 
amount is contained in Appendix E. 

3.5 Projected future plan costs 

Under a PayGo system, the year by year projected payments represent the projected future funding 
costs of the system.  The system actuary for ERS, TRS and JRS, performs annual actuarial valuations 
which estimates the future benefit payments to participants based on their life expectancy and current 
demographic information.  These projections utilize census data to project future benefits payable from 
each system.  The projections reflect the benefit provisions for each plan and assumptions for future 
demographic experience, such as length of employment and future mortality rates.   

 

ERS TRS 
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The projections based on the most recently available census data were provided to the Oversight Board, 
along with the underlying census data.  The Oversight Board’s actuaries utilized the census data, along 
with the plan provisions and assumptions described in the actuarial valuation reports, to perform an 
independent projection of the benefits payable under each system (“Board Projections”).  The Board 
Projections include all of TRS and JRS and only costs for the participating employers of ERS.   

The Board Projections reproduced the projections of the System actuaries, including the assumptions 
utilized by the system actuary to compensate for data gaps outlined in Section 1.2, within a reasonable 
actuarial tolerance that accounts for differences in actuarial models. 

The certified Fiscal Plan reflects various measures designed to reduce pension costs through freezes and 
cuts to future benefit amounts.  Since the publication of the certified Fiscal Plan, the Oversight Board 
has entered into agreements with the Official Committee of Retirees (“COR”) and AFSCME.  A comparison 
of the pension measures initially reflected in the May 9, 2019 fiscal plan with the key provisions entered 
into under the agreements are shown below (Exhibit 16). 
 
EXHIBIT 16: COMPARISON OF MAY 9, 2019 FISCAL PLAN PENSION MEAUSURES WITH RECENT 
PLAN SUPPORT AGREEMENTS (“PSA”) 

 

 May 9, 2019 fiscal plan Plan Support Agreement 

COR Pension cut applicable to benefits earned 
prior to May 4, 2017 equal to 25% of the 
excess of the monthly pension over 
$600/month ($1,000/month for members 
that did not have access to Social Security 
while they accrued their monthly pension). 

8.5% pension cut to total benefit, subject to 
$1,200 floor.  

AFSCME All benefits earned through May 4, 2017 
are subject to cut provisions, including 
benefits related to ERS hybrid accounts. 

Employee contributions for full System 2000 
participants as well as full Act 3 participants 
hired after July 1, 2013 will be transferred to 
DC accounts and not be subject to cuts. 
Benefits associated with post–July 1, 2013 
employee contributions for Act 447 and Act 1 
participants will remain within the PayGo 
system but will not be subject to cut. 

 

In accordance with the AFSCME PSA, the Board Projections were further adjusted to exclude projected 
benefits payable to System 2000 and Act 3 participants (“Adjusted Board Projections”).  The exhibit 
below shows the benefit payout projections for the Retirement Systems under the Adjusted Board 
Projections.  The Adjusted Board Projections reflect projected pension expenditures without the 
implementation of the PSA’s, other than the removal of full System 2000 and Act 3 related participants 
per the AFSCME PSA.  The post–PSA projections (“PSA Projections”) reflect the freeze for TRS and JRS, 
and in place of the cut provisions originally reflected in the May 9, 2019 fiscal plan, reflects the terms of 
the PSA’s described above28 (Exhibit 17). The effect of freezing the defined benefits under the TRS plan 
is the greatest driver of reductions from the Adjusted Board Projections to the PSA Projections. 

                                                
28 Agreement is still subject to a consenting vote from the affected retirees. 
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EXHIBIT 17: ADJUSTED BOARD PROJECTIONS COMPARED TO PSA PROJECTIONS ($B) 

 

 
 

3.6 Present value of future plan costs 

GASB 68 and 45 provide guidance for the valuation of public plan liabilities.  Under these standards, the 
discount rate is prescribed to be: 

► Selected based on long term expected rates of return for trust assets prior to the 
expected date of depletion of assets, and  

► Selected based on prevailing municipal bond rates after the depletion date.   

Since the plans are being funded on a PayGo basis, this would result in a GASB discount rate based on 
municipal bond rates as of the valuation date.  While the calculations under Section 211 are not beholden 
to these standards, they provide general guidance based on industry standards.   

The present value as of July 1, 2019 of the PayGo costs from FY 2020 to FY 2058 using on a discount 
rate of 3.50% based on municipal bond rates is shown below (Exhibit 18).  3.50% is based on the Bond 
Buyer 20–bond Municipal Bond Index as of June 30, 2019, which coincides with the date to which the 
payments were discounted and the methodology utilized for historic selection of GASB interest rates.   

EXHIBIT 18: PRESENT VALUE (PV) OF PAYGO COSTS FROM FY 2020 TO FY 2058 ($B) AT 3.50% 

Retirement System ERS TRS JRS 

PV of baseline PayGo costs $23.0 $18.4 $0.8 

PV of PayGo costs with freeze 23.0 14.6 0.5 

PV of PayGo costs with freeze and cut 21.8 13.7 0.5 

Census date July 1, 2016 July 1, 2016 July 1, 2015 

Date of receipt of census data October 29, 2018 April 5, 2019 June 21, 2018 

 
PROMESA requires that the Oversight Board select a discount rate to measure the fair market value of 
the pension plans’ obligation.  The Oversight Board has communicated29 that its position is that the 
promised pension payments represent an obligation that is relatively certain to be paid by the 

                                                
29 Discussions with the Oversight Board on September 25, 2019 
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Commonwealth and that the risk premium should appropriately reflect that certainty.  As such, the board 
has selected to utilize the June 2019 US Treasury Nominal-Coupon-Issue (TNC) Yield Curve30 to measure 
the fair market value of the projected PayGo costs.  This view is consistent with a Society of Actuaries’ 
Report of the Blue Ribbon Panel on Public Pension Funding (the “Panel”) in which the Panel indicated 
that they believe that the rate of return assumption should be primarily based on the current risk-free 
rate (e.g. the US Treasury yield curve) plus explicit risk premia or on other similar forward-looking 
techniques. 
 
Based on the discounting assumption selected by the Oversight Board, the fair market value as of July 
1, 2019 of the PayGo costs from FY 2020 to FY 2058 was calculated by discounting the PayGo costs 
projected for a given year with the monthly average spot rate of the TNC Yield Curve.  The resulting fair 
market value of the plans after reflecting the projected freezes and cuts were $25.0B, $15.7B, and 
$0.6B for ERS, TRS, and JRS respectively. 
 
The use of a yield curve is a common practice in the discounting of projected pension cash flows.  A single 
weighted average discount rate can be determined to represent the single equivalent rate which 
produces the same present value as the entire yield curve.  Because the spot rates of a yield curve vary 
by duration, the weighted average discount rate produced by a given yield curve will vary depending on 
the duration of the cash flows being discounted.  The weighted average discount rate for the aggregate 
fair market value of PayGo costs with freeze and cut is 2.41%. 
 
Changes to the discount rate assumption will impact the present value of future plan costs.  However, 
changes to the discount rate assumption will not impact the PayGo costs depicted in Exhibit 17 since 
these were developed on a nominal basis. 

3.7 Risks to PayGo arrangement 

While PayGo funding provides a mechanism to pay benefits free of the limitations ordinarily imposed by 
a prefunded trust by allowing governmental entities to only have to pay the portion of retiree benefits 
as they come due (thereby providing a degree of budgetary relief), it is subject to several additional risk 
factors including: 

► Variability in costs may result in actual costs different from those amounts budgeted and 
mechanisms will need to be in place to cover those deficits.  Whether the Commonwealth 
is in a surplus or deficit will impact its ability to do so. 

► Significant deviations in cost are potentially unpredictable and calculating the impact of 
these events may not be feasible. 

► Entities may dissolve or become insolvent prior to their ability to pay their obligation and 
those payments become the general responsibility of the Treasury. 

► Costs are potentially higher in the long run under a PayGo approach than under a 
prefunded approach under which funded assets appreciate and accumulate investment 
earnings. 

► The term of the pension is longer in duration than the typical budgeting processes. 

► The time lag between recent employee elections for early retirement and the calculation 
of actuarial projections means that reimbursements from participating employers may 
be understated.

                                                
30 2019 Treasury Nominal Yield curve  https://www.treasury.gov/resource-center/economic-policy/corp-bond-yield/pages/TNC-
YC.aspx (Nominal TNC Data) 
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Section Four: Future funding sources and sustainability 

4.1 Fiscal plan surplus 

As described earlier, Act 106 established PayGo as mechanism to pay pension benefits.  Under PayGo, a 
portion of annual benefits paid out to plan participants become a General Fund expenditure in future 
years that is budgeted for as part of the operating cost of the Commonwealth.  The remaining portion is 
budgeted as a special revenue fund predicated on the full payment of PayGo charges by public 
corporations and municipalities that are ERS employers.  Act 106 further confirmed the elimination of 
payroll–based contributions, supplemental employer contributions, the ERS AUC, and the AAC for both 
TRS and JRS. 

The Oversight Board’s certified Fiscal Plan outlines the baseline revenues and expenditures of the 
Commonwealth (including the effect of any projected fiscal measures) and identifies projected surpluses 
/ deficits over a 30–year period.  The Commonwealth is projected to be in a surplus position through FY 
2037.  After that time, the operating expenses are projected to exceed revenues through the remainder 
of the projection period.   

The chart below outlines the total projected surplus through FY 2038 (the first year in which operational 
deficits are observed), as well as the future deficits over the following 10–year period (Exhibit 19). 

EXHIBIT 19: PROJECTED COMMONWEALTH OPERATIONAL REVENUES, EXPENSES AND NET 
SURPLUS / (DEFICITS) ($M) 

 

Fiscal Years Revenues Pension Expense Pension Measures31 Total Expenses Surplus / (Deficit) 

2018 – 2037 $445,799 ($46,520) $3,785 ($417,325) $28,474 

2038 – 2049 $312,447 ($23,237) $3,550 ($318,752) ($6,305) 

 
Future deficits could impact the ability of the Commonwealth to meet the forecasted pension payments.  
Further discussion of the sustainability of this funding strategy is discussed in Section 3 of this Report. 

The government will be required to take additional steps to achieve budgetary balance in the subsequent 
years, many of which have already been outlined by the Oversight Board, but to which there has been no 
government commitment to date.  These incremental measures are meant to increase the 
Commonwealth’s competitiveness, improve its economy, and produce surpluses beyond FY 2037. 

While the Fiscal Plan projects a surplus through FY 2037, several variables have a material impact on 
this long–term financial projection.  For example, lower growth generated by structural reforms and 
demographic shifts not yet seen may impact revenues and expenditures and could reduce surpluses and 
therefore the funding for benefits payable under PayGo. 

Benefits payable under the PayGo system constitute a large, though falling, portion of the projected 
future operating expenses.  The cost of pension benefits will increase from approximately 11.2% of total 
Commonwealth operating expenses in FY 2018 to 12% of total operating expenses in FY 2022 before 
gradually declining.  The short–term increase in expense is attributable to the continued retirements of 
participants in defined benefit plans. 

 

                                                
31 Reflects pension measures based on May 9, 2019 fiscal plan. 
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Considering only those benefits accruing through January 1, 2020 by freezing TRS and JRS, reduces 
the short–term increase in pension costs post FY 2020, and decreases the tail of the retirement 
obligation.  This has the effect of reducing pension costs by an increasing margin over the projection 
period.  The Fiscal Plan includes a freeze on these accruals (including closure of JRS to new entrants 
effective January 1, 2020) and a cut on benefits previously earned and is already reflected in the 
projected deficits shown below (Exhibit 20 and Exhibit 21).   

   

   
 
As seen in the above, the projected cost of the retirement plans continues to exceed $2B in FY 2038 
when the first operational deficits are expected.  To be able to make future payments, it will be necessary 
for the Commonwealth to find ways to manage the projected deficits and either identify opportunities to 
grow revenue, reduce anticipated expenses, or leverage the existing surplus to reduce the effect of 
future deficits.  Note that various pension measures including a freeze of TRS / JRS benefits and a benefit 
cut are already factored into the fiscal plan projections. 

4.2 Pension reserve fund 

In addition to the terms under the COR agreement describing a cut to accrued benefits, the Agreement 
includes provisions for the establishment of a pension reserve fund that will be funded through the 
projected fiscal surplus to be used to provide additional funding for PayGo.  The pension reserve fund is 
described as follows: 

► On the effective date of a confirmed Plan of Adjustment (POA) for the Commonwealth, 
the Commonwealth will establish a Pension Reserve Fund that will be held in a trust for 
the sole benefit of beneficiaries of PayGo. 

► The Commonwealth shall make annual contributions to the Pension Reserve Fund from 
the Commonwealth General Fund until FY 2027 in an amount no less than $175 million 
per year.  If the projected Fiscal Plan Surplus is at least $1.750 billion in any year, then 
25% of that amount will be contributed to the Pension Reserve Fund instead of the 
foregoing $175 million.  The annual contribution shall be made by October 1 following 
the end of each fiscal year. 

 

EXHIBIT 20: PROJECTED PENSION COSTS AS A 
% OF TOTAL FISCAL PLAN EXPENSES ($B) 

 

EXHIBIT 21: PROJECTED PENSION EXPENSE & 
COMMONWEALTH SURPLUS / (DEFICIT) ($B) 
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► The Commonwealth shall make a one–time $5 million contribution on the effective date 
to cover the Pension Reserve Board’s upfront administrative fees, costs, and expenses. 

► Withdrawals from the Pension Reserve Fund, including investment returns, will be made 
in amounts to be determined by the Pension Reserve Board, in consultation with the 
Commonwealth, to reduce the Commonwealth cash outlays from the General Fund for 
annual PayGo expense for Retirees in years in which there is projected to be a budget 
deficit.  Withdrawals from the Pension Reserve Fund will require approval of the Pension 
Reserve Board and shall only be used by the Commonwealth for the payment of PayGo. 

These provisions were negotiated with the PayGo costs reflecting a freeze and cut as contemplated by 
the amounts included in the current Fiscal Plan.  Changes to such costs as well as changes to the 
projected surplus would impact the ability of this pension reserve fund to be sufficient to meet future 
PayGo costs. 

4.3 Assessment of sustainability 

The current level of projected deficits includes an assumption that the PayGo liability associated with all 
employers, including non–fiscal plan entities, is 100% paid by those employers.  This includes 
reimbursements collected from the public corporations and municipalities for PayGo related expenses.  
As discussed earlier, however, there is currently an accumulated shortfall in pension PayGo payments 
from municipalities and public corporations in excess of $264M through June 30, 2019. 

The pension PayGo projections are also subject to risk associated to actual behavior / economics being 
different from those assumed when making the projections.  The certified Fiscal Plan projections include 
estimates of future pension costs based on assumed employee demographics including, but not limited 
to, turnover, retirements, and mortality.  These behaviors also may be linked to other economic 
assumptions that impact Puerto Rico’s economy and population.  To the extent that actual experience is 
different than those expected, the actual costs will deviate from these estimates.   

The sustainability of the current pension system under PayGo is also contingent on overall management 
and planning for future projected deficits.  The future projected costs for the plan far exceed the period 
of time in which projected revenues are sufficient to cover expenses.  Unknown factors, such as the 
impact of voluntary transition programs, which are not reflected in the current PayGo estimates 
calculated by the system actuaries, will also impact the accuracy of current budget projections. 
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Appendix A: Sources 

Actuarial valuation reports 

Actuarial valuation reports as of fiscal year end dates through June 30, 2016, produced by the system 
actuaries were referenced for historical information such as Annual Retirement Contributions, plan 
provisions, actual contribution amounts and demographic data.   

Actuarial valuation reports may be accessed here: 

ERS and JRS: https://www.retiro.pr.gov/estados–financieros/ 

TRS: https://www.srm.pr.gov/Paginas/InformacionGeneral/EstadosFinancieros.aspx 

Actuarial reports were not produced in all years.  Where information is not available, N/A is listed. 

Certified fiscal plan 

The most recent fiscal plan certified by the Oversight Board as of May 9, 2019 was referenced for future 
projections such as PayGo costs and future Commonwealth surpluses and deficits.   

The fiscal plan can be found at the following URL: 

https://drive.google.com/file/d/13wuVn04––JKMEPKu–u–djZJHqTK–55aV/view  

Selected other sources 

► Legislation as referenced in the body of this Report: 

o Puerto Rico Oversight, 
Management, and Economic 
Stability Act 

o Act 447 of 1951 
o Act 218 of 1951 
o Act 91 of 2004 
o Act 12 of 1954 
o Act 71 of 2019 
o Act 106 of 2017 
o Act 257 of 2018 
o Act 29 of 2019 
o Act 81 of 2019 
o Act 3 of 2013 

 

o Act 218 of 1951 
o Act 160 of 2013 
o Act 12 of 1954 
o Act 162 of 2013 
o Joint Resolution 43–2019 
o Act 127 of 1958 
o System 2000 
o Act 74 of 2019 
o Act 116 of 2011 
o Act 114 of 2011 
o Act 11 of 2011 
o Act 162 of 2013 
o Act 1 of 1990

► Exhibit 10 from Case #17–03283–LTS, Docket #: 5581–10; Filed on :03/12/19.  Located here: 
https://cases.primeclerk.com/puertorico/Home–DownloadPDF?id1=OTA2MDIx&id2=0  

► “2019 Retirement Benefits”, Social Security Administration, Publication 05–10035, 
https://www.ssa.gov/pubs/EN–05–10035.pdf   

► “Actuarial Valuation Report”. June 30, 2016, Puerto Rico Judiciary Retirement System 

► “Actuarial Valuation Report”. June 30, 2016, Puerto Rico Teachers Retirement System 
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► “Actuarial Valuation Report”. June 30, 2016, Puerto Rico Government Employees Retirement 
System 

► Puerto Rico Fiscal Agency and Financial Advisory Authority, PayGo and Individual Contribution 
Debt by Entity, September 15, 2019 

► Plan Support Agreement by and between the Oversight Board as representative of the 
Commonwealth and the American Federation of State, County and Municipal Employees 
International Union, AFL–CIO, dated June 7, 2019 

► Plan Support Agreement by and between the Oversight Board as representative of the 
Commonwealth and Official Committee of Retired Employees of the Commonwealth of Puerto 
Rico appointed in the Commonwealth’s Title III Case, dated June 7, 2019 

► Official Statement – Pension Obligation Bonds, 2008   
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Appendix B: Detailed Plan Provisions 
An overview of the various benefit provisions applicable to the members of the systems follows: 

 
 ERS TRS JRS 

Hired Jan 1, 
2000 or 
later32 

Hired before 
Jan 1, 200011 

Hired Aug 1, 
2014 or 
later 

Hired before 
Aug 1, 2014 

Hired July 1, 
2014 or later 

Hired before 
July 1, 2014 

Benefit 
Structure 

Hybrid: 
Employee 
contributions 
and interest, 
payable as 
an annuity 

Hybrid: 
Employee 
contributions 
and interest 
after July 2013 
 
Defined Benefit 
through 
7/201333 

Hybrid: 
Employee 
contributions 
and interest, 
payable as 
an annuity 

Defined 
Benefit 

Hybrid: 
Employee 
contributions 
and interest, 
payable as an 
annuity 
 
and 
 
Defined Benefit  

Defined 
Benefit 

Defined 
Benefit 
Formula 

N/A 1.5% x 5yr Avg 
Pay x years of 
service. 
Enhanced 
benefits upon 
attaining 30 
years of 
service. 

N/A 1.8% x 3yr 
Avg Pay x 
years of 
service, 
enhanced 
with 30 
years of 
service  

1.5% x 5yr Avg 
Pay x years of 
service  

25% x 1yr 
Avg Pay  
+ 5% per year 
of service 
above 10 
*75% of pay 
maximum 
benefit34 

Frozen  No DB is, effective 
July 1, 2013 

No No No No 

Social 
Security  

Police – 7/2019+ 
Others – Yes 

No No No No 

Special 
Law 
Benefits  

Christmas Bonus ($200 
annually) 
Medical Bonus ($100 annually) 
Medical Insurance Plan 
Contribution (MIPC $100 
monthly) 
COLAs (through 2007) 
Minimum benefits 
 

Christmas Bonus ($200 
annually) 
Medical Bonus ($100 
annually) 
MIPC ($100 monthly) 
COLAs (through 2007) 
Minimum benefits 

Christmas Bonus ($600 
annually)35 
Summer Bonus ($100 
annually)35 
Medical Bonus ($100 annually) 35 
MIPC ($100 monthly) 
COLAs 
Minimum benefits 

  

                                                
32 Different provisions may apply to Mayors or individuals in high risk positions 

33 Benefits vary for Act 447 participants (pre– April 1, 1990 hires) and Act 1 participants 

34 60% for judges appointed between December 24, 2013 and June 30, 2014 

35 Eliminated for judges appointed after December 23, 2014 
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Ancillary 
benefits 

Act 127 
enhanced 
salary–based 
death and 
disability 
benefits for 
high risk 
members.  
Otherwise 
return of 
contributions 
with interest  

Act 127 as 
described 
above.  Others 
receive return 
of accumulated 
contributions 
with interest 
plus any 
accrued 
benefits under 
Act 1 or Act 
447.   

None beyond 
return of 
contributions 
with interest 

Disability 
benefit 
based upon 
service and 
salary at 
time of 
disability; 
return of 
accumulated 
contributions 
with interest 
upon death 

Disability 
benefit–based 
benefit upon 
service and 
salary at time 
of disability; 
return of 
accumulated 
contributions 
with interest 
upon death 

Death and 
disability 
benefits 
based upon 
service and 
salary at 
time of 
death and 
disability 

 
More detailed provisions related to the Retirement Systems are in the sections that follow. 

 

Employees Retirement System (ERS) 

ERS currently has three basic groups of employees: 

 Act 447 members Act 1 members System 2000 

Hire date Prior to April 1990 From April 1, 1990 through 
1999 

On or after January 1, 200037 

Benefit formula 1.5% of pre–2013 three–year 
average compensation per 
year of pre–2013 service 
 

1.5% of pre–2013 five–year 
average compensation per 
year of pre–2013 service 

Notional accounts are tracked 
based on actual member 
contributions made through 
payroll deductions.  The 
accounts are credited with 
notional earnings, and then 
upon retirement are 
converted to life annuities 
based on actuarial tables. 

Retirement eligibility 
prior to 2013 freeze 

58 with 10 years of service, 
or any age with 30 years of 
service 
 

Enhanced benefit if retiring 
with 30 years of service 

► 65% of average pay if 
under 55 

► 75% of average pay if 
over 55  

At age 55 with 25 years of 
service, or at age 65 with 
10 years of service, or 
 

Age 55 for Public Officers in 
High Risk Positions and 
attainment of age 60 
otherwise 
 

 
 
 
 
 

                                                
36 Different provisions may apply to Mayors or individuals in high risk positions 

37 System 2000 members and those hired after June 2013 are Act 3 members, but their benefit provisions are similar to System 
2000 provisions and references to System 2000 members are generally inclusive of this group. 

 ERS TRS JRS 

Hired Jan 1, 
2000 or 
later36 

Hired before 
Jan 1, 200011 

Hired Aug 1, 
2014 or 
later 

Hired before 
Aug 1, 2014 

Hired July 1, 
2014 or later 

Hired before 
July 1, 
2014 
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 Act 447 members Act 1 members System 2000 

Additional plan 
features 

► Ability to elect plan 
which is coordinated 
with Social Security 

► Benefits based on 
average compensation 
for three years rather 
than five 

► Retirement eligibility at 
age 50 with 25 years of 
service if in High Risk 
Positions 

► Certain enhanced 
benefits are available 
for Mayors, Police, and 
Firefighters. 

► Prior to 2013, these 
members were eligible 
to retire as follows: 

► At any age with 30 
years of service if a 
Public Officer in High 
Risk Position, or 

► At age 50 with eight 
years of service if a 
Mayor. 

If their balances are less than 
$10,000, they are paid a lump 
sum rather than an annuity. 
 

Retirement eligibility 
after 2013 freeze 

Delayed as much as 3 years Delayed as much as 3 
years.  Age 50 and mayor 
provisions eliminated 

Delayed as much as 5 years. 

 
Act 3–2013 ceased accruals of defined benefits for Act 1 and Act 447 members.  From that point 
forward, those members also had notional account balances – like System 2000 – based solely on their 
own contributions.  Prior to Act 3–2013, members could select from more than one option of 
hypothetical investment options to determine the earnings on their hybrid account balances.  After Act 
3–2013, interest for all ERS hybrid account balances was changed to be based on 80% of the rate of 
return on the overall ERS pension trust. 
 
ERS, like many other public pension plans, also provides ancillary benefits, including: 

 
► Disability benefits 
► Death benefits 
► Termination benefits 

In addition, ERS also administers many “Special Law Benefits” for retirees, survivors and disabled 
members.  These include: 
 

► Christmas Bonus of $200 annually 
► Medication Bonus of $100 each July 
► Medical Insurance Plan Contribution of $100 per month for those electing coverage 
► Cost–of–Living–Adjustments paid periodically through 2007 
► Minimum benefits 
► High Risk Disability benefits 

These Special Law Benefits were structured to be paid in part by the systems and in part by the members’ 
employer.  The employer portion was also paid through the trust of each respective plan and were 
referred to as “System Administered Benefits”.  These System Administered Benefits were to be paid by 
the General Fund for former government employees or by the public corporation of municipality for their 
former employees.  Act 3–2013 also eliminated most of the Special Law benefits for those retiring after 
June 2013. 
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The selected list of ERS Special Laws passed since 1958, and amended by Act 3–2013 include: 

COLA  
Act No.  10–1992  
Act No.  207–1995 
Act No.  134–1996  
Act No.  221–1998  
Act No.  40–2001  
Act No.  157–2003  
Act No.  35–2007  

Christmas Bonus  
Act No.  98–1980, 
as amended 
 

Widows  
Act No.  105–1969, 
as amended 

Medical Plan  
Act No. 95–1963, 
as amended

Others  
Act No.  127–1958 – Benefits for high–risk participants  
Act No.  37–2001 – Summer bonus  
Act No.  524–2004 – $250 increase in death benefits 
Act No.  3–2013 – $500 minimum pension increase  
Act No. 155–2003– Medication Bonus 
 
Contributions for ERS were made by both the members and the employers.  Member contributions in 
most cases are 10% of compensation and subject to revision.  Employer contributions were not actuarially 
determined but were statutorily based on compensation.  Effective July 1, 2016, the employer 
contribution rate was 15.525% of pay, and was scheduled to increase by 1.25% of pay per year, 
ultimately reaching 20.525% of pay by July 2020.   

 

  

Case:17-03283-LTS   Doc#:17308-9   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit I   Page 48 of 62



PUERTO RICO PENSION ANALYSIS under PROMESA Sec 211 Page 36  

 

 

Information contained herein was not prepared or verified by EY.  Reliance restricted.  Does not constitute an audit opinion or legal advice.  All 
assumptions, forecasts, projections, recommendations, conclusions, or opinions in this document are solely those of the Financial Oversight and 
Management Board.  Please refer to limitations and restrictions explained in the Disclaimer of this Report. 

  

Teacher Retirement System (TRS) 

TRS currently has two basic groups of employees and two groups of pensioners: 
 
1. Those hired prior to August 2014 earn benefits under a defined benefit formula.   

 
These members earned this defined benefit based on their service.  The defined benefit is payable as 
a life annuity, with a basic benefit equal to 1.8% of their three–year average compensation per year 
of service.  However, many exceptions apply to the 1.8% formula, as indicated by the following table: 

 

Attained Age Years of Service 
Benefit as percentage of average 
compensation 

50 at least 30 75% 

Under 50 at least 30 65% 

50 less than 30 1.8% per year of service 

47 but less than 50 less than 30 95% of 1.8% per year of service 

 
2. Those hired after July 2014 earn benefits under notional accounts, like System 2000 based on Act 

160–2013. 
 

Benefits for these members receive no traditional defined benefit pensions are based solely on their 
own contributions made through payroll deduction.  The accounts are credited with earnings, and 
then upon retirement are converted to life annuities based on actuarial tables.  If their balances were 
less than $10,000, they are paid a lump sum rather than an annuity. 

 
Act 160–2013 also eliminated special law benefits for future retirees and increased the employer 
contribution requirements.  Teachers hired prior to August 2014 continue to accrue benefits under the 
defined benefit plan. 
 
TRS, like ERS and many other public pension plans, also provides ancillary benefits, including: 
 

► Disability benefits 
► Death benefits 
► Termination benefits 

Like ERS, TRS also administers many “Special Law Benefits” for retirees, survivors and disabled 
members which were reduced or eliminated in 2013.  These include: 
 

► Christmas Bonus of $200 annually 
► Medication Bonus of $100 each July 
► Medical Insurance Plan Contribution of $100 per month for those electing coverage 
► Cost–of–Living–Adjustments paid periodically through 2007 
► Minimum benefits 

 
As with ERS, these Special Law Benefits were generally structured to be paid in part by the systems and 
in part by the members’ employer.  The employer portion was also paid through the trust of each 
respective plan and were referred to as “System Administered Benefits”.  These System Administered 
Benefits were to be paid by the General Fund for former government employees or by the public 
corporation of municipality for their former employees. 
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Contributions for TRS were made by both the members and the employers.  Member contributions for 
the defined benefit plan are 9% of compensation.  Member contributions under the hybrid plan were 
scheduled to increase, from 10.00% of pay through June 2017 to 13.12% of pay for the period July 
2017 through June 2020, increasing to 14.02% of pay effective July 2020.  Note that TRS contributions 
are higher than ERS contributions.  This is because of the richer benefits due to TRS members not 
participating in Social Security.  Like other plans, employer contributions were not actuarially 
determined, but defined statutorily based on compensation.  Effective July 1, 2016, the employer 
contribution rate was 14.75% of pay, and was scheduled to increase by 1.25% of pay per year, ultimately 
reaching 20.525% of pay by July 2020.  However, as noted earlier, Act 106 implemented the PayGo 
approach, resulting in the employers no longer contributing to the funds, but paying the cost of benefits 
attributable to their retirees. 
 
The list of the most significant TRS Special Laws passed since 1963, and amended by Act 160–2013 are: 
 
Act No.49–1980 as amended– Christmas Bonus  
Act No. 162–2003, as amended– Medication Bonus  
Act No. 38–2001, as amended– Summer Bonus  
Act No. 95–1963, as amended– Medical Insurance Plan Contribution  
Act No. 62–1992, as amended– Cost–of–Living–Adjustments  
Act No. 160–2013– $500 minimum pension increase  
 
The list of the most significant JRS Special Laws passed since 1969, and amended by Act 162–2013 are: 
 
Act No.98–1980 as amended– Christmas Bonus  
Act No. 155–2003, as amended– Medication Bonus  
Act No. 37–2001, as amended– Summer Bonus  
Act No. 10–1992, as amended– Cost–of–Living–Adjustments  
Act No. 105–1969, as amended– Widow benefits 
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Judiciary Retirement System (JRS) 
JRS currently has three basic groups of employees: 
 

Hire date 
Prior to December 24, 
2013 

Between December 24, 
2013 and June 30, 2014 

After June 30, 2014 

Benefit formula 

25%, plus 5% for each year 
of service in excess of ten 
years, with a maximum of 
75% of pay 

25%, plus 5% for each year 
of service in excess of ten 
years, with a maximum of 
60% of pay 

1.50% of five–year average 
compensation per year of 
service, plus annuity based 
on notional accounts.   

Retirement eligibility 
Age 60 with at least 10 
years of service 

Age 60 with at least 10 
years of service 

Age of 65 with 12 years of 
service 

Additional plan 
features 

Enhanced benefits are provided for judges appointed 
before June 29, 2007 to an unlimited term 

► Optional retirement provisions apply after age 55 
but prior to age 60 for those with 20 years of service 
whose age plus years of service add to 82 

Notional account balances 
are payable as annuities 
upon retirement calculated 
based on actuarial tables. 

Retirement eligibility 
after 2013 freeze 

Delayed as much as 3 years 
Delayed as much as 3 years.  
Age 50 and mayor 
provisions eliminated 

Delayed as much as 5 years. 

Employee contributions 8% of pay 10% of pay 12% of pay 

 
Act 162–2013 also eliminated Special Law benefits for future retirees and strengthened the employer 
contribution requirements.  In addition, Act 160–2013 also included components which reduced benefits 
for those previously employed, which the Supreme Court ruled against in 2014.  This created a third 
group for those appointed between December 24, 2013, and June 30, 2014.  This group received the 
same benefits as those hired prior, but with a 60% of pay maximum benefit rather than 75% of pay. 
 
JRS, like ERS, TRS and many other public pension plans, also provides ancillary benefits, including: 
 

► Disability benefits 
► Death benefits 
► Termination benefits 

 
Like TRS and ERS, JRS also administers many “Special Law Benefits” for retirees, survivors and disabled 
members who were hired prior to December 24, 2013.  These include: 
 

► Christmas Bonus of $600 annually 
► Summer Bonus of $100 annually 
► Medication Bonus of $100 each July 
► Medical Insurance Plan Contribution of $100 per month for those electing coverage 
► Cost–of–Living–Adjustments paid periodically, including for those hired after June 2014 
► Minimum benefits 

As with TRS and ERS, these Special Law Benefits were structured to be paid in part by the systems and 
in part by the members’ employer.  The employer portion was also paid through the trust of each 
respective plan and were referred to as “System Administered Benefits”.  These System Administered 
Benefits were to be paid by the General Fund for former government employees or by the public 
corporation of municipality for their former employees. 
 
Effective July 1, 2008, the employer contribution rate was 30.34% of compensation.  However, as noted 
earlier, Act 106 implemented the PayGo funding approach, resulting in the employers no longer 
contributing to the funds, but paying the cost of benefits attributable to their retirees.
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Appendix C: Public Pension Coordinating Council Public 
Pension Standards 
The Public Pension Coordinating Council (“PPCC”) established Public Pension Standards (the 
“Standards”) to reflect minimum expectations for public retirement system management, 
administration, and funding.  The Standards serve as a benchmark by which to measure public defined 
benefit plans.   

All public retirement systems and the state and local governments that sponsor them are encouraged by 
the PPCC to meet the Standards. 

The standards include five areas of assessment.  Those areas are: 

1. Comprehensive Benefit Program.  The system must provide a comprehensive benefit 
program including service retirement benefits, in–service death benefits, disability benefits, 
vesting, and provisions for granting a cost–of–living adjustment. 

2. Actuarial.  An Actuarial Valuation must be completed at least every two years using 
generally recognized and accepted actuarial principles and practices. 

3. Audit.  The system must obtain an unqualified opinion from an independent audit conducted 
in accordance with government auditing standards generally accepted in the United States. 

4. Investments.  The system must follow written investment policies and written fiduciary 
standards and the system must obtain an annual investment performance evaluation from 
an outside investment review entity. 

5. Communications.  Members must be provided a handbook or summary plan description, 
regular updates to the documents, and an annual benefit statement.  Meetings of the 
governing board of the system are conducted at least quarterly with adequate public notice.
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Appendix D: Breakdown of Annual Budgeted PayGo Cost 
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Appendix E: Distribution of System Benefits by Age and 
Amount  

Employees Retirement System as of July 1, 201638 

Age / 
Monthly 
Benefit 
($)  

0 – 500 
500 – 
1,000 

1000 – 
1,100 

1,100 – 
1,135 

1,135 – 
1,315 

1,315 – 
1,500 

1,500 + 
Total 

pensioners 

<50 2,727  455  21  14  23  31  42  3,313  

50–55 1,542  687  64  31  166  147  661  3,298  

55–60 1,146  1,710  309  142  699  867  4,679  9,552  

60–65 1,473  5,453  600  232  1,206  1,717  7,926  18,607  

65–70 2,174  11,777  1,033  417  2,089  1,620  6,066  25,176  

70–75 1,768  13,467  925  396  1,304  1,098  3,176  22,134  

75–80 2,412  11,104  616  236  722  532  1,559  17,181  

80–85 1,934  8,283  401  135  377  294  716  12,140  

85–90 1,476  4,917  171  44  168  89  260  7,125  

90–95 814  2,202  52  15  58  37  91  3,269  

95–100 224  551  7  6  13  5  14  820  

>100 50  83  2   2  2  3  142  

Total # 
ppts 

17,740  60,689  4,201  1,668  6,827  6,439  25,193  122,757  

% of Total 14% 49% 3% 1% 6% 5% 21%   

 
 
 

                                                
38 Includes information for fiscal plan and non–fiscal plan entities.  Based on information provided by the plan actuary used for 
valuation purposes.  Average benefit amounts exclude any Special Law bonuses. 

Case:17-03283-LTS   Doc#:17308-9   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit I   Page 54 of 62



PUERTO RICO PENSION ANALYSIS under PROMESA Sec 211    Page 42  

 

Information contained herein was not prepared or verified by EY.  Reliance restricted.  Does not constitute an audit opinion or legal advice.  All 
assumptions, forecasts, projections, recommendations, conclusions, or opinions in this document are solely those of the Financial Oversight and 
Management Board.  Please refer to limitations and restrictions on the final page of this report. 

 

Teachers Retirement System as of July 1, 201639 

Age / 
Monthly 
Benefit 
($)  

0 – 500 
500 – 
1,000 

1000 – 
1,100 

1,100 – 
1,135 

1,135 – 
1,315 

1,315 – 
1,500 

1,500 + 
Total 

pensioners 

<50 163 133 21 6 38 7 9 377 

50–55 87 133 52 13 249 103 700 1,337 

55–60 157 218 74 29 303 230 4,249 5,260 

60–65 337 707 202 75 454 263 7,250 9,288 

65–70 465 805 199 87 692 2,579 3,837 8,664 

70–75 528 1,006 313 96 746 1,845 1,482 6,016 

75–80 721 1,420 369 156 737 705 518 4,626 

80–85 805 1,508 554 115 386 259 171 3,798 

85–90 674 1,194 222 44 169 70 46 2,419 

90–95 356 634 82 18 51 21 19 1,181 

95–100 103 130 19 4 15 4 2 277 

>100 27 26 4 0 2 1 2 62 

Total # 
ppts 

4,423 7,914 2,111 643 3,842 6,087 18,285 43,305 

% of 
Total 

10% 18% 5% 1% 9% 14% 42%   

 
  

                                                
39 Based on information provided by the plan actuary used for valuation purposes.  Average benefit amounts exclude any Special 
Law bonuses. 
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Judiciary Retirement System as of July 1, 201540 

Age / 
Monthly 
Benefit 
($)  

0 – 500 
500 – 
1,000 

1000 – 
1,100 

1,100 – 
1,135 

1,135 – 
1,315 

1,315 – 
1,500 

1,500 + 
Total 

pensioners 

<50       3 3 

50–55       1 1 

55–60   1    14 15 

60–65  1  1  1 57 60 

65–70  2   1  81 84 

70–75  1 1 1 1  68 72 

75–80 1 3   2 3 64 73 

80–85 1 3   2 2 49 57 

85–90  1 1  1 2 21 26 

90–95 1 1 1  1 2 9 15 

95–100       2 2 

>100  1     1 2 

Total # 
ppts 

3 13 4 2 8 10 370 410 

% of 
Total 

1% 3% 1% 0% 2% 2% 90%  

                                                
40 Based on information provided by the plan actuary used for valuation purposes.  Average benefit amounts exclude any Special 
Law bonuses. 
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Appendix F: Act 3 and Act 106 Analysis Assumptions 

Act 447 Demographic Assumptions and Law Impacts 

Hire Date Prior to April 1990 

No. of Members ~19,000 members 

Average Profile 
When Act 3–2013 
Was Enacted 

54 years old, 27 years of service with an average salary of $33,106 

Impact of Act 3–
2013 

► Accrued benefits were frozen and the member transitioned to a hybrid 
account, which is promised to be paid at retirement via a lifetime annuity 

► The survivorship benefit was eliminated, putting spouses and families at 
risk when the retiree dies 

► The disability pension was eliminated 

► The retirement age increased to 59, 60 or 61 based on age as of June 
30, 2013 

► The merit pension, where a percentage of annual salary in the pension 
benefit accrual formula increases to a maximum of 75% upon reaching 30 
years of service and 55 years of age, was eliminated 

► Certain bonuses and medical contributions were eliminated 

Impact of Act 106–
207 

► The hybrid accounts were frozen as of June 30, 2017 and members 
transitioned to the defined contribution plan 
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Act 1 Demographic Assumptions and Law Impacts 

 Act 1 Members 

Hire Date April 1990 to December 1999 

No. of Members ~43,000 members 

Average Profile When Act 3–
2013 Was Enacted 

49 years old, 19 years of service with an average salary of $29,871 

Impact of Act 3–2013 

► Accrued benefits were frozen and members transitioned to a 
hybrid account, which is paid at retirement via a lifetime annuity 

► Survivorship benefit and disability pension was eliminated 

► The retirement age remained at 65, but the early retirement 
option was eliminated 

► Certain bonuses and medical contributions were eliminated 

Impact of Act 106–207 
► The hybrid accounts were frozen as of June 30, 2017 and 

members transitioned to the defined contribution plan 

 

 
System 2000 Demographic Assumptions and Law Impacts 

 System 2000 Members 

Hire Date After January 2000 

No. of Members ~64,000 members 

Average Profile When Act 3–
2013 Was Enacted 

42 years old, 8 years of service with an average salary of $24,719 

Impact of Act 3–2013 

► The retirement age increased from 60 to age 61 to 65, depending 
on the member’s age as of June 30, 2013 

► Certain bonuses and medical contributions were eliminated 

Impact of Act 106–207 
► The hybrid accounts were frozen as of June 30, 2017 and 

members transitioned to the defined contribution plan 
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Appendix G: Timeline of ERS and TRS Legislative Events 

 
 
 

Title III
PROMESA Title III proceedings commenced on May 
2017 

Act 106
Adopted pension reforms, including transitioning 
the pension system to PayGo, and creating defined 
contribution plans for some active workers and new 
hires

ERS TRS
Act 447
Established defined benefit plan. Provides a 75% 
pension to participants with 30 years in service or a 
75% pension to those with 30 years in service who are 
55 years old when they retire

Act 305
Closed defined benefit structure and created Retirement 
Savings Account Program  (aka System 2000)

POB issuance 
ERS issued $2.95 billion of Pension Obligation Bonds 
(POB), including term bonds and capital appreciation 
bonds, in early 2008

Act 3
Created “Hybrid Program” for all active ERS employees 
and future participants, transferring Retirement 
Savings Account balances to the new program, freezing 
Act 447 and Act 1 benefits as of June 30, 2013, and 
all future benefits accrue under a defined contribution 
formula that was paid as an annuity for values over 
$10,000. Bonuses were also eliminated for 
participants retiring after June 30, 2013

Proposed Cuts
2019 Commonwealth Fiscal Plan calls for an 
average 10% benefit reduction across all plans

1951

1990

Act 1
Reduced the defined benefit structure under Act 447. 
Increased the vesting period & reduced benefit levels 
for participants hired on or after April 1, 1990

1999

2008

Act 116
Enacted a gradual increase in employer contributions, 
from the existing 9.3% to 20.5% by FY20 

2011

2004

2017

2019

2014

2013

Act 218
Created the pension system for public 
school teachers.  Contribution level not 
proportional to benefits paid by System 
and did not adjust to economic or 
actuarial changes that affected the level 
of benefits.

Act 91
Made administrative changes to the 
system but no reductions in benefits.  
Participants at age of 55 with 30 years 
of service, entitled to annuity equal to 
75% of their average salary

Act 114
Increase employer contributions from 
8.5% of covered payroll to 19.75% by 
FY21 and  20.525% by FY22

Act 160
Sought to freeze the retirement 
benefits that TRS participants would 
have accrued under the defined benefit 
system as of July 31, 2014 and 
thereafter replace this defined benefit 
system with a defined contribution plan

Supreme Court decision 
In April 2014, PR Supreme Court struck 
down parts of Act 160, limiting reforms 
for new hires only. Some benefit cuts 
were upheld for all

Act 106
Transition the pension system to PayGo

Proposed Cuts
2019 Commonwealth Fiscal Plan calls 
for a freeze in defined pension benefit 
accruals and an average 10% benefit 
reduction across all plans
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Appendix H: ERS Employers 

 
  

Employers in Fiscal Plan Municipality Employers

ERS Govt Employer ERS Govt Employer

220 25 Puerto Rico Housing Bank and Finance Agency 167 25 Social Services Department

226 25 Credit Corporation for Agricultural Commercial Development 168 78 Department of Housing

433 152 Office of the Administration of the Procedures 169 43 Puerto Rico National Guard

101 100 Puerto Rico Senate 170 81 Department of Education (Teacher)

102 100 Joint Commission on Special Reports of the Comptroller 171 81 Department of Education (Not Teacher)

103 100 Puerto Rico House of Representatives 172 277 Rural Development Corporation of Puerto Rico

104 100 Senatorial District Review Board 173 87 Department of Recreation and Sports

105 25 Permanent Commission on Retirement Systems 174 87 P.R. National Park Company

107 25 Adm. Development and Improved Housing 175 89 Horse Racing Industry and Sport Administration

108 100 Joint Legislative Activities 176 67 Puerto Rico Department of Labor and Human Resources

109 16 Office of Management and Budget 178 25 Puerto Rico Varieties Commission

110 25 Adm. Patient Compensation Fund 179 25 Commission for the Study of Labor

112 29 Puerto Rico Federal Affairs Administration 180 25 Family Protection and Fort Commission

113 25 Commission To Combat Crime 188 25 Economic Development Administration

114 8 Office of the Comptroller 194 75 Commissioner of Financial Institutions

115 90 Medical Services Administration of Puerto Rico 196 82 Institute of Puerto Rican Culture

116 25 Teacher Retirement System 198 25 Office for child service and community development

117 25 Teacher Retirement System - Pensioned 199 277 Agricultural Enterprises Development Administration (ADEA)

118 95 Mental Health and Drug Addiction Services Administration 202 141 Communications Corporation

119 96 Office of the Women’s Advocate 203 162 Public Building Authority (PBA)

120 137 Correction Administration 205 285 Puerto Rico Integrated Transit Authority (Metropolitan Bus)

122 10 The General Court of Justice 206 168 Puerto Rico Ports Authority

123 11 Puerto Rico Traffic Safety Commission 207 165 Land Authority

124 137 Youth Affairs Office 209 25 Authority of Shipping Companies of Puerto Rico

125 25 Puerto Rico Energy Office 210 184 Solid Waste Authority

126 14 Puerto Rico Environmental Quality Board 211 177 Land Authority of Puerto Rico

127 15 Office of the Governor 212 192 Fine Arts Center Corporation

129 273 Administration Regulations and Permits 213 67 Administration of the Right to Work

130 18 Puerto Rico Planning Board 214 79 Automobile Accidents Compensation Administration

131 119 Board of Appeals on Construction and Lotifications 216 25 Adm. Communal Services

132 21 Bureau of Emergency and Disaster Management 217 191 Musical Arts Corporation

133 22 Office of the Commissioner of Insurance 218 287 Employees Association of the Commonwealth

134 23 Puerto Rico Department of State 219 172 Government Development Bank

135 24 Puerto Rico Department of the Treasury 221 258 Trade & Export Company

136 25 Commission to Ventilate Municipal Complaints 224 180 Puerto Rico Tourism Company

137 279 Public Service Appeals Commission 225 25 Urban Renovation and Housing Corporation

138 30 Office Labor Advisory Center 227 188 Cardiovascular Center Corp. of Puerto Rico and the Caribbean

139 28 State Elections Commission 229 25 Puerto Rico Sugar Corporation

140 928 Rtmt System for Employees of Govt and Judiciary Rtmt System 230 25 Marine Resources Development Corporation

141 25 Pensioned Central Withdrawal 231 25 Mineral Resources Development Corporation

142 31 General Services Administration 232 25 Negotiated Employment Security

143 67 Administration for the Training of Future Employers & Workers 234 25 New Corporation Center of San Juan

144 34 Commission of Investigation, Processing and Appeals 235 186 Culebra Conservation and Development Authority

145 35 Office of Industrial Tax Exemption 236 25 Agricultural Extension Service

146 16 Office Commissioner Municipal Affairs 237 119 Dep. of Economic Dvlp. and Commerce of Puerto Rico

147 37 Civil Rights Commission 238 25 Trust for the Development of National Parks

148 38 Puerto Rico Department of Justice 239 25 Gen. Special Study Center Government

149 40 Puerto Rico Police Department 240 25 Board of Education and Employment

150 42 Fire Bureau of Puerto Rico 242 193 Government Ethics Board

151 60 Office of the Citizen’s Ombudsman 243 189 Bureau of Forensic Sciences Institute

152 49 Puerto Rico Department of Transportation and Public Works 244 25 PR Occupational Inform. Coordinating Committee (PROICC)

153 50 Puerto Rico Department of Natural & Environmental Resources 245 195 Economic Development Bank of Puerto Rico 

154 55 Puerto Rico Department of Agriculture 246 137 Administration for Youth Institutions

155 25 Commercial Development Administration 247 105 Puerto Rico Industrial Development Company

158 25 Cooperative Development Administration 248 137 Corporation of Training and Labor Companies

159 25 Puerto Rico Sugar Board 249 196 Puerto Rico Public Broadcasting Corporation

160 65 Public Service Commission 252 139 Parole Board

161 68 Puerto Rico Labor Relations Board 253 25 Adm. of Labor Development

162 69 Puerto Rico Department of Consumer Affairs 255 100 Special Reports Commission

163 70 State Insurance Fund Corporation 257 25 Department of Affairs of the Puerto Rican Community

164 71 Department of Health 259 153 Office for People With Disabilities

165 25 Adm. Health Services Facilities 260 152 Elderly and Retired People Advocate Office

166 25 Cooperative Inspector Office 261 25 Coord Ofc for Assist. & Services to Res. Project Citizens (OCASCIR)
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Employers in Fiscal Plan (Cont'd)

ERS Govt Employer ERS Govt Employer

262 155 State Historic Preservation Office of Puerto Rico 411 137 Office of Services Before Trial

264 100 Office of Legislative Services 413 25 Cinema Development Corporation

265 100 Superintendent of the Capitol 415 25 Administration for the Rehabilitation of Communities

266 106 Public Housing Administration 416 25 Perm Commission Withdrawal Systems

267 25 Permanent Housing Office 417 220 Correctional Health Services Corporation

268 120 Veteran's Advocate Office 418 100 Joint Special Commission on Legislative Donations

269 141 Telecommunications Regulatory Board 419 279 Committee on Labor Relations and Public Service

270 198 Agricultural Insurance Corporation 422 231 Office for the Patient's Advocate

271 138 Institutional Trust of the National Guard of Puerto Rico 423 221 Emergency Medical Corps Bureau

272 109 Puerto Rico School of Plastic Arts 426 25 University of Criminal Justice of Puerto Rico

273 25 Strategic Development Council of Puerto Rico 427 241 Administration for Integral Development of Childhood

275 23 P.R. General Education Council 428 273 Permits Management Office

292 187 Puerto Rico Health Insurance Administration 429 273 Office Inspector General of Permits

293 23 P.R. Education Council 431 34 Public Service Appeal Commission

295 215 Puerto Rico Conservatory of Music Corporation 432 272 Office of Inspector General of Puerto Rico

296 121 Government Board of the 911 Service 436 290 State Office of Energy Policy

297 11 Security and Protection Commission 437 153 Advocate for People With Disabilities

298 176 University of Puerto Rico (UPR) 438 329 Office of Socio-Economic and Community Development

401 37 Commission On Citizens' Rights 439 30 PR Office of Human Resources Mngt and Transformation

404 137 Department of Correction and Rehabilitation 500 238 The Port of the Americas Authority

406 122 Puerto Rico Department of the Family 502 285 Puerto Rico Integrated Transit Authority (Maritime)

407 123 Family and Children Administration 507 289 Energy Commission

408 124 Child Support Administration (ASUME) 508 290 Administration of Energy Affairs

409 126 Vocational Rehabilitation Administration 511 235 Puerto Rico Housing Finance Corporation

410 127 Administration for Socioeconomic Development of the Family 512 161 Puerto Rico Infrastructure Financing Authority

888 25 Central Government Agencies - Remittances

Municipality Employers

ERS Govt Employer ERS Govt Employer ERS Govt Employer

301 208 Adjuntas 326 208 Fajardo 351 208 Naguabo

302 208 Aguada 377 208 Florida 352 208 Naranjito

303 208 Aguadilla 327 208 Guanica 353 208 Orocovis

304 208 Aguas Buenas 328 208 Guayama 354 208 Patillas

305 208 Aibonito 329 208 Guayanilla 355 208 Peñuelas

306 208 Añasco 330 208 Guaynabo 356 208 Ponce

307 208 Arecibo 331 208 Gurabo 357 208 Quebradillas

308 208 Arroyo 332 208 Hatillo 358 208 Rincon

309 208 Barceloneta 333 208 Hormigueros 359 208 Rio Grande

310 208 Barranquitas 334 208 Humacao 360 208 Sabana Grande

311 208 Bayamon 335 208 Isabela 361 208 Salinas

312 208 Cabo Rojo 336 208 Jayuya 362 208 San German

313 208 Caguas 337 208 Juana Diaz 363 208 San Juan

314 208 Camuy 338 208 Juncos 364 208 San Lorenzo

378 208 Canovanas 339 208 Lajas 365 208 San Sebastian

315 208 Carolina 340 208 Lares 366 208 Santa Isabel

316 208 Cataño 341 208 Las Marias 367 208 Toa Alta

317 208 Cayey 342 208 Las Piedras 368 208 Toa Baja

318 208 Ceiba 343 208 Loiza 369 208 Trujillo Alto

319 208 Ciales 344 208 Luquillo 370 208 Utuado

320 208 Cidra 345 208 Manati 371 208 Vega Alta

321 208 Coamo 346 208 Maricao 372 208 Vega Baja

322 208 Comerio 347 208 Maunabo 373 208 Vieques

323 208 Corozal 348 208 Mayaguez 374 208 Villalba

324 208 Culebra 349 208 Moca 375 208 Yabucoa

325 208 Dorado 350 208 Morovis 376 208 Yauco

ERS Govt Employer ERS Govt Employer ERS Govt Employer

279 25 CRIM 208 66 HTA 506 N/A Metropistas

228 212 COSSEC 379 25 Ponce Muelle

201 163 PRASA 218 N/A AEELA

ERS Employers outside of Fiscal Plan
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EXHIBIT J 

 
SUMMARY CHART OF THE DEBTORS’ OUTSTANDING BONDS 
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 Issue 
Date Amount Issued 

Range of 
Interest 
Rates 

Final 
Maturity 

Date 

Balance as of 
Commonwealth 

Petition Date 

Public Improvement Bonds of 1998 3/15/98 $500,000,000 6.00 7/01/16 $18,655,000 

Public Improvement Bonds of 1999  12/01/98 $475,000,000 5.00 – 5.25 7/01/28 $63,695,000 

Public Improvement Bonds of 2001, 
Series A 

6/07/01 $274,135,000 5.25 – 5.50 7/01/20 $224,145,000 

Public Improvement Bonds of 2002, 
Series A 

10/25/01 $455,000,000 5.13 – 5.50 7/01/31 $301,955,000 

Public Improvement Bonds of 2003, 
Series A 

8/08/02 $460,000,000 5.50 7/01/22 $115,470,000 

Public Improvement Bonds of 2004, 
Series A 

10/16/03 $457,175,000 5.00 – 5.25 7/01/30 $149,720,000 

Public Improvement Bonds of 2005, 
Series A 

10/07/04 $440,460,000 5.00 – 5.25 7/01/31 $295,040,000 

Public Improvement Bonds of 2006, 
Series A 

8/10/06 $500,000,000 1.86 – 5.25 7/01/30 $400,920,000 

Public Improvement Bonds of 2006, 
Series B 

8/30/06 $39,380,000 5.25 7/01/17 $39,380,000 

Public Improvement Bonds of 2007, 
Series A 

10/04/07 $408,800,000 5.00 – 5.25 7/01/37 $408,800,000 

Public Improvement Bonds of 2008, 
Series A 

9/18/08 $250,000,000 5.00 – 6.00 7/01/38 $223,750,000 

Public Improvement Bonds of 2011, 
Series A 

7/12/11 $304,000,000 5.75 7/01/41 $304,000,000 

Public Improvement Refunding 
Bonds, Series 1998 

1/29/98 $503,963,264 4.50 – 4.95 7/01/23 $112,675,917 

Public Improvement Refunding 
Bonds, Series 2000 

4/05/00 $55,910,993 5.80 7/01/19 $10,821,641 

Public Improvement Refunding 
Bonds, Series 2001 

6/07/01 $337,235,000 5.13 7/01/30 $40,640,000 

Public Improvement Refunding 
Bonds, Series 2002A 

10/25/01 $837,960,000 4.50 – 5.50 7/01/21 $632,955,000 

Public Improvement Refunding 
Bonds, Series 2003A 

8/08/02 $89,610,000 5.50 7/01/17 $27,770,000 

Public Improvement Refunding 
Bonds, Series 2003C-7 

5/06/03 $194,610,000 6.00 7/01/28 $194,610,000 

Public Improvement Refunding 
Bonds, Series 2006A 

6/23/06 $101,695,000 5.00 7/01/35 $75,390,000 

Public Improvement Refunding 
Bonds, Series 2006B 

8/10/06 $335,650,000 5.00 – 5.25 7/01/35 $128,235,000 

Public Improvement Refunding 
Bonds, Series 2007A 

10/16/07 $926,570,000 5.00 – 5.50 7/01/22 $267,340,000 

Case:17-03283-LTS   Doc#:17308-10   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit J   Page 2 of 5



2 

 Issue 
Date Amount Issued 

Range of 
Interest 
Rates 

Final 
Maturity 

Date 

Balance as of 
Commonwealth 

Petition Date 

Public Improvement Refunding 
Bonds, Series 2007A-4 

10/16/07 $93,835,000 5.00 – 5.25 7/01/31 $93,835,000 

Public Improvement Refunding 
Bonds, Series 2008A 

5/07/08 $735,015,000 4.00 – 5.50 7/01/32 $467,280,000 

Public Improvement Refunding 
Bonds, Series 2008C 

5/07/08 $190,135,000 5.20 – 5.90 7/01/28 $159,275,000 

Public Improvement Refunding 
Bonds, Series 2009A 

9/17/09 $3,425,000 5.63 7/01/31 $3,425,000 

Public Improvement Refunding 
Bonds, Series 2009B 

11/17/09 $372,685,000 5.75 – 6.50 7/01/39 $372,685,000 

Public Improvement Refunding 
Bonds, Series 2009C 

12/16/09 $210,250,000 6.00 7/01/39 $210,250,000 

Public Improvement Refunding 
Bonds, Series 2011A 

2/17/11 $356,520,000 5.25 – 6.50 7/01/40 $356,520,000 

Public Improvement Refunding 
Bonds, Series 2011C 

3/17/11 $442,015,000 5.25 – 6.50 7/01/40 $442,015,000 

Public Improvement Refunding 
Bonds, Series 2011D 

7/12/11 $52,190,000 3.13 – 5.00 7/01/20 $50,735,000 

Public Improvement Refunding 
Bonds, Series 2011E 

7/12/11 $245,915,000 5.38 – 6.00 7/01/34 $245,915,000 

Public Improvement Refunding 
Bonds, Series 2012A 

4/03/12 $2,318,190,000 4.00 – 5.75 7/01/41 $2,318,190,000 

Public Improvement Refunding 
Bonds, Series 2012B 

3/29/12 $415,270,000 3.65 – 5.30 7/01/33 $222,375,000 

General Obligation Bonds of 2014, 
Series A 

3/17/14 $3,500,000,000 8.00 7/01/35 $3,500,000,000 
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 Issue 
Date Amount Issued 

Range of 
Interest 
Rates 

Final 
Maturity 

Date 

Balance as of 
ERS Petition 

Date1 

Senior Pension Funding Bonds, 
Series 2008A 

1/31/08 $1,588,810,799 5.85 – 6.45 7/01/58 $1,623,270,999 

Senior Pension Funding Bonds, 
Series 2008B 

6/02/08 $1,058,634,613 6.25 – 6.55 7/01/58 $1,243,631,177 

Senior Pension Funding Bonds, 
Series 2008C 

6/30/08 $300,202,930 6.15 – 6.50 7/01/43 $301,890,520 

 

                                                 
1 For capital appreciation bonds, amount includes accreted value as of the ERS Petition Date. 
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PBA Bond Series 

 
Issue Date 

 
Amount 
Issued 

 
Range of 

Interest Rates 

Final 
Maturity 

Date 

Outstanding 
Principal as of 
PBA Petition 

Date 
Government Facilities Revenue 
Refunding Bonds, Series C 

1/30/2002 $185,290,000 5.50 – 5.75 7/1/2022 $37,674,859 

Government Facilities Revenue Bonds, 
Series D 

1/30/2002 $553,733,795 5.13 – 5.45 7/1/1936 $140,980,819 

Government Facilities Revenue 
Refunding Bonds, Series F 

10/24/2002 $131,445,000 5.25 7/1/2025 $122,130,000 

Government Facilities Revenue Bonds, 
Series G 

10/24/2002 $62,000,000 4.75 – 5.00 7/1/1932 $30,483,534 

Government Facilities Revenue 
Refunding Bonds, Series H 

4/03/03 $272,717,418 5.5 7/1/2019 $53,552,751 

Government Facilities Revenue Bonds, 
Series I 

6/10/2004 $832,385,000 5.00 – 5.25 7/1/1936 $513,905,595 

Government Facilities Revenue 
Refunding Bonds, Series K 

5/27/2004 $50,000,000 5.25 7/1/2027 $49,214,000 

Government Facilities Revenue Bonds, 
Series L 

6/1/1993 $128,895,000 5.5 7/1/2021 $33,846,486 

Government Facilities Revenue 
Refunding Bonds, Series M-1 

12/20/2007 $283,550,000 5.00 – 6.25 7/1/1931 $176,375,964 

Government Facilities Revenue 
Refunding Bonds, Series M-2 

12/20/2007 $129,300,000 5.50 – 5.75 7/1/1935 $129,225,000 

Government Facilities Revenue 
Refunding Bonds, Series M-3 

12/20/2007 $150,000,000 6 7/1/2028 $150,000,000 

Government Facilities Revenue Bonds, 
Series N 

12/20/2007 $329,415,000 5.00 – 5.50 7/1/1937 $303,892,511 

Government Facilities Revenue 
Refunding Bonds, Series P 

7/1/2009 $330,935,000 5.75 – 7.00 7/1/1936 $328,468,195 

Government Facilities Revenue 
Refunding Bonds, Series Q 

10/28/2009 $152,540,000 5.13 – 6.00 7/1/1939 $150,575,833 

Government Facilities Revenue Bonds, 
Series R 

8/24/2011 $756,449,000 5.65 – 5.70 7/1/2028 $756,449,000 

Government Facilities Revenue Bonds, 
Series S 

8/24/2011 $303,945,000 5.00 – 6.00 7/1/1941 $303,444,635 

Government Facilities Revenue Bonds, 
Series T 

12/22/2011 $121,528,000 5.6 7/1/1930 $120,777,000 

Government Facilities Revenue 
Refunding Bonds, Series U 

6/21/2012 $582,345,000 3.89 – 5.25 7/1/1942 $567,883,462 
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List of Entities that Comprise the Commonwealth Central Government1 
 

No. Agency (Spanish) Agency (English) 

1.  Administración de Asuntos Federales de Puerto 
Rico (PRFAA) PR Federal Affairs Administration 

2.  Administración de Desarrollo Socioeconómico de 
la Familia (ADSEF) 

Socioeconomic Development of the Family 
Administration 

3.  Administración de Familias y Niños (ADFAN) Family and Children Administration 
4.  Comisión de Juegos Gaming Commission 

5.  Administración de Rehabilitación Vocacional 
(ARV) Vocational Rehabilitation Administration 

6.  Administración de Servicios de Salud Mental y 
Contra la Adicción (ASSMCA) 

Mental Health Services and Addiction Control 
Administration 

7.  Administración de Servicios Generales (ASG) General Services Administration 
8.  Administración de Vivienda Pública (AVP) Public Housing Administration 

9.  Administración para el Cuidado y Desarrollo 
Integral de la Niñez (ACUDEN) 

Childcare and Childhood Integral 
Development Administration 

10.  Administración para el Sustento de Menores 
(ASUME) Child Support Administration 

11.  Cámara de Representantes House of Representatives 
12.  Comisión Apelativa del Servicio Público (CASP) Public Service Appellate Commission 
13.  Comisión de Derechos Civiles (CDC) Civil Rights Commission 

14.  Comisión de Desarrollo Cooperativo de Puerto 
Rico (CDCOOP) Cooperative Development Commission 

15.  Comisión de Investigación, Procesamiento y 
Apelación (CIPA) 

Investigation, Processing and Appellate 
Commission 

16.  Negociado de Transporte y Otros Servicios 
Públicos (NTSP) 

Transportation and Other Public Services 
Bureau 

17.  Comisión Estatal de Elecciones de Puerto Rico 
(CEEPR) State Elections Commission 

18.  Comisión Industrial de Puerto Rico (CIPR) Industrial Commission 
19.  Comisión para la Seguridad en el Tránsito Transit Safety Commission 
20.  Junta de Instituciones Postsecundarias Board of Postsecondary Institutions 
21.  Defensoría de las Personas con Impedimentos Persons with Disabilities Advocacy Office 
22.  Departamento de Agricultura (DA) Department of Agriculture 

23.  Departamento de Asuntos del Consumidor 
(DACO) Department of Consumer Affairs  

                                                             
1 The Central Government was described in the Informative Motion Regarding Entities Constituting the Central 
Government of the Commonwealth [ECF No. 2828] (the “Central Government Informative Motion”).  The Central 
Government Informative Motion listed 88 entities that comprised the Commonwealth.  Since then, three entities have 
either merged with other entities or have been eliminated pursuant to Commonwealth law: (i) the Labor Development 
Administration was merged into the Department of Economic Development and Commerce; (ii) the Office of 
Municipal Management was merged into the Office of Management and Budget; and (iii) the Puerto Rico Energy 
Administration was eliminated by Act 17-2019.  Additionally, the Transit Safety Commission does not maintain its 
own bank accounts as its financial activities are managed by the Puerto Rico Automobile Accident Compensation 
Administration (“AACA”) which is not considered in scope for the analysis.  The Transit Safety Commission enabling 
act provides that the funding that ACAA assigns to the Transit Safety Commission shall remain under the custody of 
ACAA.  The Public Service Regulatory Board, Gaming Commission of the Government of Puerto Rico, and the Puerto 
Rico Innovation and Technology Service were created after the Central Government Informative Motion was filed. 

Case:17-03283-LTS   Doc#:17308-11   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit K   Page 2 of 4



  

No. Agency (Spanish) Agency (English) 

24.  Departamento de Corrección y Rehabilitación 
(DCR) Department of Correction and Rehabilitation 

25.  Departamento de Desarrollo Económico y 
Comercio (DDEC) 

Department of Economic Development and 
Commerce 

26.  Departamento de Educación (DE) Department of Education 
27.  Departamento de Estado Department of State 
28.  Departamento de Familia (DF) Department of Family 
29.  Departamento de Hacienda Department of Treasury 
30.  Departamento de Justica (DJ) Department of Justice 

31.  Departamento de Justicia - Oficina del 
Procurador General 

Department of Justice - Office of the Solicitor  
General 

32.  Departamento de Recreación y Deportes (DRD) Department of Sports and Recreation 

33.  Departamento de Recursos Naturales Y 
Ambientales (DRNA) 

Department of Natural and Environmental 
Resources 

34.  Departamento de Salud (DS) Department of Health 

35.  Departamento de Seguridad Pública de Puerto 
Rico Department of Public Safety 

36.  Departamento de Transportación y Obras 
Públicas (DTOP) 

Department of Transportation and Public 
Works 

37.  Departamento de Vivienda (DV) Department of Housing 

38.  Departamento del Trabajo y Recursos Humanos 
(DTRH) Department of Labor and Human Resources 

39.  Gobernador Office of the Governor 
40.  Guardia Nacional de Puerto Rico (GNPR) Puerto Rico National Guard (PRNG) 
41.  Instituto de Estadísticas de Puerto Rico Statistics Institute of PR 
42.  Junta de Libertad Bajo Palabra (JLBP) Parole Board 
43.  Junta de Planificación (JP) Planning Board 
44.  Junta de Relaciones del Trabajo (JRT) Labor Relations Board 
45.  Junta Reglamentadora de Servicio Público Public Service Regulatory Board 

46.  Instituto de Ciencias Forenses de Puerto Rico 
(ICF) Forensics Science Institute 

47.  Negociado de Energía de Puerto Rico Puerto Rico Energy Bureau  
48.  Negociado de Investigaciones Especiales (NIE) Bureau of Special Investigations 
49.  Negociado de la Policía de Puerto Rico (PPR) Puerto Rico Police Bureau 
50.  Negociado de Sistemas de Emergencia 9-1-1 911 Emergency System Bureau 
51.  Negociado de Telecomunicaciones (NET) Telecommunications Bureau 

52.  Negociado del Cuerpo de Bomberos de Puerto 
Rico Corps of Firefighters Bureau 

53.  Negociado del Cuerpo de Emergencias Médicas 
de Puerto Rico (CEM) Corps of Medical Emergencies Bureau 

54.  Negociado para el Manejo de Emergencias y 
Administración de Desastres (AEMEAD) Emergency and Disaster Management Bureau 

55.  Oficina De Administración De Los Tribunales 
(OAT) Office of Court Administration 

56.  
Oficina de Administración y Transformación de 
los Recursos Humanos del Gobierno de Puerto 
Rico (OATRH) 

Office of Administration and Transformation 
of Human Resources in the Government of 
Puerto Rico 

57.  Oficina de Ética Gubernamental de Puerto Rico 
(OEGPR) Government Ethics Office 
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No. Agency (Spanish) Agency (English) 

58.  Oficina de Incentivos para Negocios en Puerto 
Rico 

Office of Incentives for Businesses in Puerto 
Rico 

59.  Oficina del Inspector General Office of the Inspector General 

60.  Oficina de Gerencia de Permisos (OGPe) Permits Management Office 
61.  Oficina de Gerencia y Presupuesto (OGP) Office of Management and Budget 
62.  Oficina de la Procuradora de las Mujeres (OPM) Women's Advocate Office 
63.  Oficina de Servicios Legislativos (OSLPR) Office of Legislative Services 

64.  Oficina del Comisionado de Instituciones 
Financieras (OCIF) 

Office of the Commissioner of Financial 
Institutions 

65.  Oficina del Comisionado de Seguros (OCS) Office of the Commissioner of Insurance 
66.  Oficina del Contralor (OCPR) Comptroller's Office 
67.  Oficina del Contralor Electoral (OCE) Office of Electoral Comptroller 

68.  Oficina del Procurador del Ciudadano 
(Ombudsman) Office of the OMBUDSMAN 

69.  Oficina del Procurador de las Personas de Edad 
Avanzada (OPPEA) Office of the Ombudsman for the Elderly   

70.  Oficina del Procurador del Paciente (OPP) Patient Advocate Office 
71.  Oficina del Procurador del Veterano (OPV) Veteran's Advocate Office 

72.  Oficina Estatal de Conservación Histórica 
(OECH) State Historic Conservation Office 

73.  Oficina Independiente de Protección al 
Consumidor (OIPC) Independent Consumer Protection Office 

74.  Oficina para el Desarrollo Socioeconómico y 
Comunitario de Puerto Rico (ODSEC) 

Office for Community and Socioeconomic 
Development of Puerto Rico 

75.  Panel Fiscal Especial Independiente (PFEI) Office of the Solicitor - Special Independent 
Prosecutor 

76.  Programa de Desarrollo de la Juventud (OAJ) Program of Youth Affairs  

77.  Programa de Servicios con Antelación al Juicio 
(PSAJ) Pretrial Services Program 

78.  Registro Inmobiliario Digital Property Digital Registry 
79.  Secretaría de la Gobernación Chief of Staff 
80.  Senado Senate 

81.  Sistemas de Información de Justicia Criminal 
(SIJC) Criminal Justice Information System 

82.  Superintendente del Capitolio Superintendent of the Capitol 
83.  Tribunal de Apelaciones Court of Appeals 
84.  Tribunal de Primera Instancia Court of First Instance 
85.  Tribunal Supremo Supreme Court 

86.  N/A Puerto Rico Innovation and Technology 
Service (PRITS) 
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Exhibit | List of Agencies                                      
Commonwealth Agencies:  
Account Holder (Spanish) Account Holder (English) Financial 

Institution 
Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Departamento de Hacienda Department of Treasury Banco Popular 24/BCP-54-
1020 
 

$4,289,732,455 Unrestricted (except as 
provided in footnote 1):1 
TSA account with pooled 
funds 

Departamento de Hacienda Department of Treasury Citibank 24/CIT-01-
9036 
 

$3,622,757,319 Unrestricted (except as 
provided in footnote 1): TSA 
account with pooled funds 

Departamento de Hacienda Department of Treasury Banco Popular 24/BCP-07-
9458 

$2,000,000,000 Unrestricted (except as 
provided in footnote 1): TSA 
account with pooled funds 

Departamento de Hacienda Department of Treasury Banco Popular 24/BCP-66-
5875 

$859,382,721 Restricted: Federal Funds 
– federal funds received 
pursuant to CARES Act for 
COVID-19 related uses 

Departamento de Hacienda Department of Treasury Banco Popular 24/BCP-65-
5883 

$602,539,811 Restricted: Federal Funds 
– federal funds received 
pursuant to Economic 
Impact Payments for 
COVID-19 related uses 

                                              
1 There are six bank accounts that comprise the Treasury Single Account (TSA).  The TSA contains pooled funds, a portion of which may be restricted. As of March 
31, 2021, approximately $76 million is estimated to be restricted federal funds from across the TSA accounts.  Certain funds in the TSA are also subject to litigation 
involving certain monoline insurers, among others, regarding alleged security and/or property interests and other claims against certain monies that were historically 
conditionally appropriated to HTA, CCDA, and PRIFA.  The monoline insurers, among others, assert security and/or property interests and other claims (i) against 
at least $1.397 billion in Commonwealth accounts which they contend should pay HTA bonds, (ii) aga inst any hotel occupancy tax revenues allegedly unlawfully 
transferred to the Commonwealth rather than to payment of CCDA bonds, and (iii) against at least the first $117 million of ru m taxes received by the Commonwealth 
each fiscal year which they contend should pay PRIFA bonds.  See, e.g., Financial Oversight and Management Board for Puerto Rico v. Assurance Corp., et al., 
Adv. Proc. No. 20-00004; Financial Oversight and Management Board for Puerto Rico v. Ambac Assurance Corp., et al., Adv. Proc. No. 20-00005; Financial 
Oversight and Management Board for Puerto Rico, et al. v. Ambac Assurance Corp., et al., Adv. Proc. No. 20-00003; Motion of Assured Guaranty Corp., Assured 
Guaranty Municipal Corp., Ambac Assurance Corporation, National Public Finance Guarantee Corporation, and Financial Guaranty Insurance Company for 
Relief from the Automatic Stay, or, in the Alternative, Adequate Protection [ECF No. 10102]; Ambac Assurance Corporation, Financial Guaranty Insurance 
Company, Assured Guaranty Corp., Assured Guaranty Municipal Corp., and the Bank of New York Mellon’s Motion Concerning Application of the Automatic  Stay 
to the Revenues Securing the CCDA Bonds [ECF No. 10104]; Motion for Leave to Amend Motion of Ambac Assurance Corporation, Assured guaranty Corp., 
Assured Guaranty Municipal Corp., and Financial Guaranty Insurance Company Concerning Application of the Automatic Stay to the Revenues Securing PRIFA 
Rum Tax Bonds [ECF No. 10109], amending Ambac Assurance Corporation’s Motion and Memorandum of Law in Support of Its Motion Concerning Application 
of the Automatic Stay to the Revenues Securing PRIFA Rum Tax Bonds [ECF No. 7176].  
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Exhibit | List of Agencies                                      
Account Holder (Spanish) Account Holder (English) Financial 

Institution 
Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Departamento de Hacienda Department of Treasury Banco Popular 24/BCP-50-
7044 

$328,680,367 Asserted to be Restricted: 
Third Party Contract –
subject to ERS bondholder 
litigation2 

Departamento de Hacienda Department of Treasury Banco Popular 24/BCP-71-
6775 
 

$325,000,000 Restricted: Federal Funds 
– federal funds received 
pursuant to CARES 
Emergency Rental 
Assistance Program for 
COVID-19 related uses 

Departamento de Hacienda Department of Treasury Banco Popular 24/BCP-62-
3630 

$305,822,051 Unrestricted (except as 
provided in footnote 1): TSA 
account with pooled funds 

Departamento de Hacienda Department of Treasury Banco Popular 24/BCP-53-
1012 
 

$301,103,359 Unrestricted: TSA account 
with funds designated by 
certified fiscal plan for the 
emergency reserve 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

US Treasury 67/UST-01-
5091 

$276,599,674 Restricted: Federal Law – 
earmarked for 
unemployment trust fund 
pursuant to Section 904 of 
the Social Security Act (42 
U.S.C. § 1104) 

Departamento de Hacienda Department of Treasury Banco Popular 24/BCP-36-
9038 

$268,087,796 Unrestricted 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular 106/BCP-
22-8701 

$172,827,176 Restricted: Federal Funds 
–U.S. Department of 
Housing and Urban 
Development (“HUD”) 
federal funds for low income 
public housing program 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Banco Popular 67/BCP-31-
0308 

$152,215,975 Unrestricted 

                                              
2 This account relates to funds that are subject to litigation, where a settlement has been reached, subject to confirmation of the Joint Plan of Adjustment of the 
Commonwealth, ERS, and PBA, with ERS bondholders regarding the scope of ERS bondholders’ security interest (Adv. Proc. Nos. 19-00366-LTS and 19-00367-
LTS).   
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Exhibit | List of Agencies                                      
Account Holder (Spanish) Account Holder (English) Financial 

Institution 
Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Departamento de Hacienda Department of Treasury Banco Popular 24/BCP-21-
9857 

$146,590,118 Asserted to be Restricted: 
Third Party Contract – 
subject to litigation3 

Loteria Electronica Electronic Lottery Banco Santander ELOT/BSA-
02-5328 

$126,804,448 Inconclusive (Lottery) 

Departamento de Hacienda Department of Treasury Banco Popular 25/BCP-25-
7205 

$118,857,795 Inconclusive (Lottery) 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Citibank 10/CIT-01-
1014 

$100,058,414 Restricted: Third Party 
Funds – custodial account 
for third-party deposited 
funds pursuant to Act No. 
69-1991 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank 10/FIR-01-
9562 

$89,345,129 Unrestricted 

Administracion para el 
Sustento de Menores 
(ASUME) 

Child Support 
Administration 

Banco Popular 124/BCP-
01-5372 

$87,372,743 Restricted: Third Party 
Funds – custodial account 
for child support and 
alimony collection 

Departamento de Hacienda Department of Treasury Banco Popular 25/BCP-23-
6373 

$86,070,564 Restricted: Federal Funds 
– FEMA disaster relief funds 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Banco Popular 67/BCP-32-
6613 

$73,999,592 Restricted: Federal Funds 
–Unemployment funds 
provided relating to COVID-
19 pandemic relief 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander 10/BSA-03-
0088 

$71,061,194 Restricted: Third Party 
Funds – custodial account 
of third-party funds in active 
legal cases 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular 106/BCP-
15-9001 

$69,147,923 Restricted: Federal Funds 
– HUD federal funds for low 
income public housing 
program 

Departamento de Desarrollo 
Economico y Comercio 
(DDEC) 

Department of Economic 
Development and 
Commerce 

Banco Popular 119/BCP-
01-5730 

$63,909,440 Inconclusive 

                                              
3 This account relates to funds that are subject to litigation by certain monoline insurers, among others, regarding alleged security interest.  See supra note 1. 
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Exhibit | List of Agencies                                      
Account Holder (Spanish) Account Holder (English) Financial 

Institution 
Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander 10/BSA-01-
0045 

$59,259,246 Restricted: Third Party 
Funds – custodial account 
of third-party funds in active 
legal cases 

Departamento de Hacienda Department of Treasury Banco Popular 24/BCP-03-
4406 

$47,982,090 Unrestricted (except as 
provided in footnote 1): TSA 
account with pooled funds 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular 106/BCP-
07-3485 

$43,903,573 Restricted: Federal Funds 
– HUD federal funds for low 
income public housing 
program 

Negociado de Sistemas de 
Emergencia 9-1-1 

911 Emergency System 
Bureau 

Banco Popular 121/BCP-
02-5238 

$42,718,129 Restricted: Federal Law – 
earmarked funds for 911 
services pursuant to federal 
law (Pub. L. No. 110-283) 

Comisión de Energía de 
Puerto Rico (PREC) 

Puerto Rico Energy 
Commission 

Banco Popular 289/BCP-
02-3056 

$34,738,581 Unrestricted 

Departamento de Hacienda Department of Treasury Banco Popular 24/BCP-62-
9010 

$33,969,019 Restricted: Tax-Exempt 
Bond Proceeds – bond 
proceeds subject to Internal 
Revenue Code limitations 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Banco Popular 67/BCP-02-
5966 

$29,298,996 Restricted: Federal Law – 
earmarked for 
unemployment fund 
pursuant to the Federal 
Unemployment Tax Act (26 
U.S.C. § 3301 et seq.) 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

First Bank 106/FIR-04-
2719 

$26,610,375 Restricted: Federal Funds 
– HUD federal funds for low 
income public housing 
program 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular 106/BCP-
20-8418 

$23,783,269 Restricted: Federal Funds 
– HUD federal funds for  
low income public housing 
program 

Negociado de la Policía de 
Puerto Rico (PPR) 

Puerto Rico Police Bureau Banco Popular 40/BCP-02-
9598 

$20,747,566 Unrestricted 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Northern Trust 67/NTR-02-
3563 

$20,730,211 Inconclusive 
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Exhibit | List of Agencies                                      
Account Holder (Spanish) Account Holder (English) Financial 

Institution 
Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular 106/BCP-
06-6445 

$20,674,198 Restricted: Federal Funds 
– HUD federal funds for low 
income public housing 
program 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

BNY Mellon 106/BNY-
01-3154 

$19,790,500 Restricted: Federal Funds 
– HUD federal funds for low 
income public housing 
program 

Departamento de Desarrollo 
Economico y Comercio 
(DDEC) 

Department of Economic 
Development and 
Commerce 

Banco Popular 119/BCP-
07-4551 

$19,629,316 Unrestricted 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular 106/BCP-
03-6402 

$19,322,315 Restricted: Federal Funds 
– HUD federal funds for low 
income public housing 
program 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander 10/BSA-07-
4105 

$17,941,187 Restricted: Third Party 
Funds – custodial account 
of third-party funds in active 
legal cases 

Departamento de Hacienda Department of Treasury Banco Popular 24/BCP-13-
9520 

$17,890,074 Restricted: Court Order – 
earmarked funds for new 
expenditures that benefit 
inmates in Puerto Rico’s 
correctional system pursuant 
to a federal court order dated 
September 1, 2016 in civil 
case No. 79-2004 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Banco Popular 67/BCP-07-
2068 

$15,848,959 Restricted: Federal Law – 
earmarked for 
unemployment fund 
pursuant to the Federal 
Unemployment Tax Act (26 
U.S.C. § 3301 et seq.) 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

First Bank 106/FIR-95-
5482 

$15,667,308 Restricted: Federal Funds 
– HUD federal funds for low 
income public housing 
program 

Departamento de Educacion 
(DE) 

Department of Education Banco Popular 81/BCP-02-
3706 

$15,556,948 Unrestricted 
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Exhibit | List of Agencies                                      
Account Holder (Spanish) Account Holder (English) Financial 

Institution 
Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander 10/BSA-
102-0089 

$14,065,791 Restricted: Third Party 
Funds – custodial account 
for third-party deposited 
funds pursuant to Act No. 
69-1991 

Departamento de Hacienda Department of Treasury Banco Popular 24/BCP-44-
6935 

$13,938,824 Restricted: Third Party 
Funds – entrusted funds for 
defined contribution plan 
established pursuant to Act 
106-2017 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Banco Popular 67/BCP-30-
0286 

$12,537,285 Unrestricted 

Loteria Tradicional Traditional Lottery Banco Popular LOT/BCP-
01-2357 

$11,599,472 Inconclusive (Lottery) 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Northern Trust 67/NTR-01-
4100 

$11,557,626 Inconclusive 

Oficina del Contralor 
(OCPR) 

Controller's Office Banco Popular 8/BCP-01-
0251 

$11,415,601 Unrestricted 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular 106/BCP-
35-9378 

$10,417,888 Restricted: Federal Funds 
–HUD federal funds for low 
income public housing 
program 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

First Bank 106/FIR-96-
5483 

$10,383,140 Restricted: Federal Funds 
– HUD federal funds for low 
income public housing 
program 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander 10/BSA-
100-0974 

$10,000,265 Unrestricted 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

BNY Mellon 106/BNY-
03-3143 

$9,995,992 Restricted: Federal Funds 
– HUD federal funds for low 
income public housing 
program 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Banco Popular 67/BCP-20-
9814 

$9,432,782 Inconclusive 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander 10/BSA-16-
0026 

$8,999,271 Restricted: Third Party 
Funds – custodial account 
of third-party funds in active 
legal cases 
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Exhibit | List of Agencies                                      
Account Holder (Spanish) Account Holder (English) Financial 

Institution 
Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular 106/BCP-
30-1762 

$8,983,508 Restricted: Federal Funds 
–HUD federal funds for low 
income public housing 
program 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Banco Popular 67/BCP-09-
2645 

$8,663,565 Restricted: Third Party 
Funds – custodial account 
of mediation settlement 
proceeds pursuant to 3 
L.P.R.A. § 320 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander 10/BSA-02-
0053 

$8,595,585 Restricted: Third Party 
Funds – custodial account 
of third-party funds in active 
legal cases 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular 106/BCP-
28-0898 

$8,180,962 Restricted: Federal Funds 
– HUD federal funds for low 
income public housing 
program 

Departamento de Desarrollo 
Economico y Comercio 
(DDEC) 

Department of Economic 
Development and 
Commerce 

Banco Popular 119/BCP-
02-1301 

$8,070,087 Unrestricted 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander 10/BSA-20-
0086 

$7,146,268 Restricted: Third Party 
Funds – custodial account 
of third-party funds in active 
legal cases 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander 10/BSA-62-
0052 

$7,100,161 Restricted: Third Party 
Funds – custodial account 
of third-party funds in active 
legal cases 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x5972 $6,859,552 Unreviewed4 

Comisión de Energía de 
Puerto Rico (PREC) 

Puerto Rico Energy 
Commission 

Banco Popular x3064 $6,513,004 Unreviewed 

                                              
4 Only the accounts with balance greater than $6.9 million were reviewed for restriction assessment.  As of March 31, 2021, the accounts with balances greater than 
$6.9 million and therefore reviewed for restriction status represented approximately $15.275 billion (including $10.567 billion held in six TSA accounts) of the total 
$15.488 billion, or 98.6% of funds held at the Commonwealth accounts.  The accounts that have not been reviewed based on the amount threshold are presented in 
gray boxes. 
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Exhibit | List of Agencies                                      
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Institution 
Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Senado Senate First Bank x2665 $6,477,495 Unreviewed 
 

Departamento de Vivienda 
(DV) 

Department of Housing Banco Popular x5636 $6,349,283 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0059 $6,183,495 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Citibank x1022 $5,944,250 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x9946 $5,724,385 Unreviewed 
Oficina de Servicios 
Legislativos (OSLPR) 

Office of Legislative 
Services 

First Bank x2786 $5,697,692 Unreviewed 

Departamento de Desarrollo 
Economico y Comercio 
(DDEC) 

Department of Economic 
Development and 
Commerce 

Banco Popular x4527 $5,656,863 Unreviewed 

Junta Reglamentadora de 
Telecomunicaciones de 
Puerto Rico (JRTPR) 

Telecommunications 
Regulatory Board 

Banco Popular x7159 $5,557,895 Unreviewed 
 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0103 $5,197,000 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x4164 $5,015,568 Unreviewed 

Departamento de Vivienda 
(DV) 

Department of Housing Banco Popular x5571 $4,950,970 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x1053 $4,112,270 Unreviewed 
Instituto de Estadisticas de 
Puerto Rico 

Statistics Institute of PR Banco Popular x7055 $4,041,282 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x5697 $3,932,093 Unreviewed 

Departamento de Vivienda 
(DV) 

Department of Housing Banco Popular x3816 $3,710,306 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0496 $3,709,138 Unreviewed 

Camara de Representantes House of Representatives First Bank x2610 $3,665,066 Unreviewed 
Departamento de Desarrollo 
Economico y Comercio 
(DDEC) 

Department of Economic 
Development and 
Commerce 

Banco Popular x4519 $3,581,062 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0050 $3,251,504 Unreviewed 
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Exhibit | List of Agencies                                      
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Institution 
Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Departamento de Hacienda Department of Treasury Banco Popular x0333 $3,235,337 Unreviewed 
Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0112 $3,143,459 Unreviewed 

Oficina de Etica 
Gubernamental de Puerto 
Rico (OEGPR) 

Government Ethics Office Banco Popular x1067 $3,140,245 Unreviewed 

Oficina Estatal de Política 
Pública Energética 
(OPEPPE) 

State Office of Energy 
Public Policy 

Banco de 
Desarrollo 
Economico 
(BDE) 

xbers5 $2,984,073 Unreviewed 

Negociado de Ciencias 
Forenses de Puerto Rico 
(ICF) 

Forensics Science Bureau Banco Popular x1681 $2,970,081 Unreviewed 

Oficina de Etica 
Gubernamental de Puerto 
Rico (OEGPR) 

Government Ethics Office Banco Popular x2001 $2,940,757 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x5050 $2,667,906 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0028 $2,609,056 Unreviewed 

Departamento de Desarrollo 
Economico y Comercio 
(DDEC) 

Department of Economic 
Development and 
Commerce 

Banco Popular x4973 $2,580,933 Unreviewed 

Departamento de Justicia - 
Oficina del Procurador 
General 

Department of Justice – 
Office of Inspector General 

Banco Popular x6054 $2,472,383 Unreviewed 

Oficina de Servicios 
Legislativos (OSLPR) 

Office of Legislative 
Services 

First Bank x2819 $2,428,394 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x4699 $2,217,539 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x9386 $2,166,669 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0126 $2,151,327 Unreviewed 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Banco Popular x9806 $2,065,885 Unreviewed 

                                              
5 The bank accounts at Banco de Desarrollo Economico (BDE) are not assigned a numerical identifier.  Instead, there is only one bank account per agency that 
holds an account with BDE and the related transactions and statements are identified by the account holder name and mailing address. 
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Account 
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3/31/2021 
Balance ($) 

Categorization 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x5980 $1,968,836 Unreviewed 

Departamento de Desarrollo 
Economico y Comercio 
(DDEC) 

Department of Economic 
Development and 
Commerce 

Banco Popular x4535 $1,965,472 Unreviewed 

Departamento de Justicia - 
Oficina del Procurador 
General 

Department of Justice – 
Office of Inspector General 

Banco Popular x5412 $1,839,806 Unreviewed 

Negociado de Ciencias 
Forenses de Puerto Rico 
(ICF) 

Forensics Science Bureau Banco Popular x0370 $1,771,526 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0059 $1,770,504 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x6410 $1,755,620 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

First Bank x1567 $1,693,032 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x5524 $1,666,611 Unreviewed 
Departamento de Correccion 
y Rehabilitacion (DCR) 

Department of Correction 
and Rehabilitation 

Banco Santander x9709 $1,646,336 Unreviewed 

Departamento de Educacion 
(DE) 

Department of Education Banco Popular x1967 $1,552,542 Unreviewed 

Panel Fiscal Especial 
Independiente (PFEI) 

Office of the Solicitor - 
Special Independent 
Prosecutor 

First Bank x6736 $1,531,114 Unreviewed 

Comision Especial Conjunta 
de Fondos Legislativos 

Joint Special Commission of 
Legislative Funds 

First Bank x3292 $1,511,457 Unreviewed 

Senado Senate First Bank x2687 $1,466,899 Unreviewed 
Departamento de Vivienda 
(DV) 

Department of Housing First Bank x5084 $1,400,000 Unreviewed 

Administracion de Asuntos 
Federales de Puerto Rico 
(PRFAA) 

PR Federal Affairs 
Administration 

Citibank x9332 $1,279,406 Unreviewed 

Departamento de Vivienda 
(DV) 

Department of Housing First Bank x2218 $1,207,941 Unreviewed 
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Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Oficina para el Desarrollo 
Socioeconomico y 
Comunitario de Puerto Rico 
(ODSEC) 

Office for Community and 
Socioeconomic 
Development of Puerto Rico 

Banco Popular x4753 $1,176,459 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x5441 $1,083,137 Unreviewed 

Departamento de Desarrollo 
Economico y Comercio 
(DDEC) 

Department of Economic 
Development and 
Commerce 

Banco Popular x0828 $1,057,717 Unreviewed 

Comision Especial Conjunta 
de Fondos Legislativos 

Joint Special Commission of 
Legislative Funds 

First Bank x3303 $990,895 Unreviewed 

Programa de Desarrollo de 
la Juventud (OAJ) 

Program of Youth Affairs Banco de 
Desarrollo 
Economico 
(BDE) 

xbers $983,811 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0008 $964,391 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x7459 $944,569 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x1622 $927,997 Unreviewed 
Junta de Calidad Ambiental 
(JCA) 

Environmental Quality 
Board 

Banco Popular x0316 $919,332 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x2319 $902,115 Unreviewed 

Departamento de Vivienda 
(DV) 

Department of Housing Banco Popular x8272 $884,716 Unreviewed 

Departamento de Desarrollo 
Economico y Comercio 
(DDEC) 

Department of Economic 
Development and 
Commerce 

Banco Santander x5138 $875,218 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0042 $841,170 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x6986 $804,004 Unreviewed 
Instituto de Estadisticas de 
Puerto Rico 

Statistics Institute of PR Banco Popular x0004 $770,885 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x8361 $711,313 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x4259 $695,551 Unreviewed 
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3/31/2021 
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Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0079 $644,268 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0576 $637,945 Unreviewed 

Guardia Nacional de Puerto 
Rico (GNPR) 

National Guard of Puerto 
Rico 

Banco Popular x1797 $637,145 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0116 $630,772 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0026 $626,727 Unreviewed 

Superintendente del 
Capitolio 

Superintendent of the 
Capitol 

First Bank x2764 $620,981 Unreviewed 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Banco Popular x1029 $620,863 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x8671 $612,370 Unreviewed 

Negociado de Ciencias 
Forenses de Puerto Rico 
(ICF) 

Forensics Science Bureau Banco Popular x5008 $602,503 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0052 $599,584 Unreviewed 

Departamento de Vivienda 
(DV) 

Department of Housing Banco Popular x0914 $566,558 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0042 $561,309 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x1800 $551,966 Unreviewed 
Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0048 $541,239 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0010 $515,864 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0170 $515,717 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x7060 $502,683 Unreviewed 
Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0206 $499,440 Unreviewed 

Departamento de Desarrollo 
Economico y Comercio 
(DDEC) 

Department of Economic 
Development and 
Commerce 

Banco Popular x4497 $495,028 Unreviewed 
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Departamento de Desarrollo 
Economico y Comercio 
(DDEC) 

Department of Economic 
Development and 
Commerce 

Banco Santander x6268 $468,811 Unreviewed 

Comision Especial Conjunta 
de Fondos Legislativos 

Joint Special Commission of 
Legislative Funds 

First Bank x3270 $464,683 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x4022 $464,493 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x1819 $445,929 Unreviewed 
Departamento de Vivienda 
(DV) 

Department of Housing First Bank x1872 $444,313 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0086 $406,414 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0053 $369,501 Unreviewed 

Superintendente del 
Capitolio 

Superintendent of the 
Capitol 

First Bank x2775 $355,984 Unreviewed 

Consejo de Educacion de 
Puerto Rico (CEPR) 

Puerto Rico Education 
Council 

Banco Popular x1746 $340,115 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0015 $324,744 Unreviewed 

Administracion de Asuntos 
Federales de Puerto Rico 
(PRFAA) 

PR Federal Affairs 
Administration 

Citibank x3037 $277,487 
 

Unreviewed 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Banco Popular x1002 $275,546 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0107 $275,545 Unreviewed 

Instituto de Estadisticas de 
Puerto Rico 

Statistics Institute of PR First Bank x7021 $266,784 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x5415 $261,510 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0541 $256,054 Unreviewed 

Oficina de Etica 
Gubernamental de Puerto 
Rico (OEGPR) 

Government Ethics Office Banco Popular x0377 $247,740 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0041 $231,878 Unreviewed 
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3/31/2021 
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Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0177 $220,879 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x5999 $216,908 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0045 $214,356 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0031 $214,009 Unreviewed 

Departamento de Educacion 
(DE) 

Department of Education First Bank x1575 $193,203 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x1916 $166,044 Unreviewed 
Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0048 $158,545 Unreviewed 

Negociado de Ciencias 
Forenses de Puerto Rico 
(ICF) 

Forensics Science Bureau Banco Popular x9065 $157,532 Unreviewed 

Consejo de Educacion de 
Puerto Rico (CEPR) 

Puerto Rico Education 
Council 

Banco Popular x1770 $153,936 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x9420 $152,744 Unreviewed 

Consejo de Desarrollo 
Ocupacional y Recursos 
Humanos (CDORH) 

Council of Occupational 
Development & Human 
Resources (CDORH) 

Banco Popular x1210 $150,769 Unreviewed 

Senado Senate First Bank x2720 $143,506 Unreviewed 
Departamento de Educacion 
(DE) 

Department of Education Banco Popular x2114 $143,228 Unreviewed 

Senado Senate First Bank x3149 $140,843 Unreviewed 
Administracion de 
Desarrollo Socioeconomico 
de la Familia (ADSEF) 

Socioeconomic 
Development of the Family 
Administration 

Banco Popular x2203 $139,824 Unreviewed 

Departamento de Vivienda 
(DV) 

Department of Housing First Bank x1883 $138,994 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0731 $133,933 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x6429 $127,971 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0036 $127,913 Unreviewed 
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Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0071 $127,056 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x9351 $125,918 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x1878 $125,386 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x7052 $125,136 Unreviewed 
Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0021 $123,271 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0169 $120,503 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x1932 $116,400 Unreviewed 
Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Popular x1789 $100,125 Unreviewed 

Negociado de Ciencias 
Forenses de Puerto Rico 
(ICF) 

Forensics Science Bureau Banco Popular x5994 $97,985 Unreviewed 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Banco Popular x1045 $92,990 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x6314 $91,772 Unreviewed 
Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0060 $87,618 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0097 $86,638 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0027 $82,756 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0017 $82,654 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0023 $75,767 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0553 $75,363 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0038 $75,268 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x1924 $74,649 Unreviewed 
Departamento de Hacienda Department of Treasury First Bank x1707 $73,440 Unreviewed 
Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0091 $70,622 Unreviewed 
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Institution 
Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Administracion de 
Rehabilitacion Vocacional 
(ARV) 

Vocational Rehabilitation 
Administration 

Banco Popular x1657 $70,052 Unreviewed 

Comisión de Energía de 
Puerto Rico (PREC) 

Puerto Rico Energy 
Commission 

Banco Popular x1495 $69,097 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x4721 $68,355 Unreviewed 

Instituto de Estadisticas de 
Puerto Rico 

Statistics Institute of PR Banco Popular x0974 $66,583 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x1886 $66,219 Unreviewed 
Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Banco Popular x1142 $65,878 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0146 $62,838 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0013 $62,777 Unreviewed 

Departamento de Familia 
(DF) 

Department of Family Banco Popular x1851 $62,546 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x1379 $62,421 Unreviewed 

Camara de Representantes House of Representatives First Bank x2885 $60,502 Unreviewed 
Departamento de Vivienda 
(DV) 

Department of Housing Banco Popular x0037 $59,141 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x1959 $58,533 Unreviewed 
Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x4611 $55,269 Unreviewed 

Consejo de Desarrollo 
Ocupacional y Recursos 
Humanos (CDORH) 

Council of Occupational 
Development & Human 
Resources (CDORH) 

Banco Popular x0299 $54,264 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0078 $54,084 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4185 $53,606 Unreviewed 

Consejo de Desarrollo 
Ocupacional y Recursos 
Humanos (CDORH) 

Council of Occupational 
Development & Human 
Resources (CDORH) 

Banco Popular x0302 $52,879 Unreviewed 

Comisión de Energía de 
Puerto Rico (PREC) 

Puerto Rico Energy 
Commission 

Banco Popular x6628 $52,000 Unreviewed 
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Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0193 $51,895 Unreviewed 

Camara de Representantes House of Representatives First Bank x2654 $51,475 Unreviewed 
Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x0558 $50,574 Unreviewed 

Departamento de Vivienda 
(DV) 

Department of Housing Banco Popular x8094 $49,712 Unreviewed 

Oficina de Etica 
Gubernamental de Puerto 
Rico (OEGPR) 

Government Ethics Office First Bank x1531 $47,861 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x9020 $46,974 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x1894 $44,919 Unreviewed 
Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0030 $44,863 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0022 $40,491 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x9119 $40,238 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0218 $40,229 Unreviewed 

Superintendente del 
Capitolio 

Superintendent of the 
Capitol 

First Bank x2896 $39,304 Unreviewed 

Departamento de Vivienda 
(DV) 

Department of Housing Banco Popular x5601 $39,164 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x9050 $39,151 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0222 $38,694 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x4015 $38,179 Unreviewed 

Negociado de la Policía de 
Puerto Rico (PPR) 

Puerto Rico Police Bureau Oriental Bank x0087 $37,619 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x4705 $37,311 Unreviewed 

Oficina de Etica 
Gubernamental de Puerto 
Rico (OEGPR) 

Government Ethics Office Banco Popular x4981 $35,770 Unreviewed 
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Balance ($) 
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Departamento de Vivienda 
(DV) 

Department of Housing Banco Popular x8264 $35,055 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x4675 $32,842 Unreviewed 

Departamento de Seguridad 
Pública de Puerto Rico 

Department of Public Safety Banco Popular x7379 $32,502 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x1843 $30,400 Unreviewed 
Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x5698 $29,999 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0106 $28,063 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0077 $27,172 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x9012 $26,898 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0264 $26,390 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x4713 $26,294 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x4667 $22,900 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x1630 $22,786 Unreviewed 
Senado Senate First Bank x2742 $21,024 Unreviewed 
Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0037 $19,721 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x1322 $19,598 Unreviewed 

Administracion de 
Desarrollo Socioeconomico 
de la Familia (ADSEF) 

Socioeconomic 
Development of the Family 
Administration 

Banco Popular x2149 $18,367 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0035 $17,900 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0075 $17,457 Unreviewed 

Departamento de Correccion 
y Rehabilitacion (DCR) 

Department of Correction 
and Rehabilitation 

First Bank x3435 $17,319 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0078 $16,711 Unreviewed 
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Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x9672 $15,889 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Santander x8366 $15,809 Unreviewed 
Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0085 $15,706 Unreviewed 

Administracion de 
Desarrollo Socioeconomico 
de la Familia (ADSEF) 

Socioeconomic 
Development of the Family 
Administration 

Banco Popular x2181 $15,252 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x4640 $14,710 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x3908 $13,905 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0034 $13,862 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x9694 $13,608 Unreviewed 

Consejo de Desarrollo 
Ocupacional y Recursos 
Humanos (CDORH) 

Council of Occupational 
Development & Human 
Resources (CDORH) 

Banco Popular x0280 $13,336 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x4691 $12,849 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

BNY Mellon x3144 $12,617 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0189 $11,920 Unreviewed 

Departamento De Recursos 
Naturales Y Ambientales 
(DRNA) 

Department of Natural and 
Environmental Resources 

Banco Popular x1770 $11,236 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x4014 $11,179 Unreviewed 
Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0095 $10,232 Unreviewed 

Departamento de Educacion 
(DE) 

Department of Education Oriental Bank x0022 $10,011 Unreviewed 

Oficina de Etica 
Gubernamental de Puerto 
Rico (OEGPR) 

Government Ethics Office First Bank x0828 $9,706 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0517 $8,892 Unreviewed 
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Comision Especial Conjunta 
de Fondos Legislativos 

Joint Special Commission of 
Legislative Funds 

First Bank x3226 $8,404 Unreviewed 

Consejo de Desarrollo 
Ocupacional y Recursos 
Humanos (CDORH) 

Council of Occupational 
Development & Human 
Resources (CDORH) 

Banco Popular x3364 $8,063 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0087 $7,918 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x1583 $7,323 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x6618 $7,222 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x1132 $7,080 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0056 $6,845 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0226 $6,740 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x9661 $6,371 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x9716 $6,106 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x4659 $5,631 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x4683 $5,453 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0242 $5,074 Unreviewed 

Gobernador Office of the Governor Banco Santander x4261 $4,889 Unreviewed 
Oficina de Etica 
Gubernamental de Puerto 
Rico (OEGPR) 

Government Ethics Office Banco Popular x1059 $4,851 Unreviewed 

Departamento de Asuntos 
del Consumidor (DACO) 

Department of Consumer 
Affairs 

Banco Popular x5469 $4,692 Unreviewed 

Gobernador Office of the Governor Banco Santander x4253 $4,677 Unreviewed 
Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x4201 $4,563 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x3826 $4,525 Unreviewed 
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Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x4748 $4,478 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x4756 $4,370 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x9650 $4,339 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0142 $4,274 Unreviewed 

Consejo de Desarrollo 
Ocupacional y Recursos 
Humanos (CDORH) 

Council of Occupational 
Development & Human 
Resources (CDORH) 

Banco Popular x0985 $4,220 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x8512 $4,090 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0011 $4,052 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0018 $4,050 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0584 $3,990 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0098 $3,981 Unreviewed 

Consejo de Desarrollo 
Ocupacional y Recursos 
Humanos (CDORH) 

Council of Occupational 
Development & Human 
Resources (CDORH) 

Banco Popular x2303 $3,932 Unreviewed 

Departamento de Educacion 
(DE) 

Department of Education Oriental Bank x3673 $3,652 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0009 $3,640 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0093 $3,475 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0067 $3,230 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x9727 $3,111 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0061 $2,900 Unreviewed 
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Panel Fiscal Especial 
Independiente (PFEI) 

Office of the Solicitor - 
Special Independent 
Prosecutor 

First Bank x2411 $2,894 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4130 $2,771 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0014 $2,750 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Popular x4390 $2,683 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4149 $2,512 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x9705 $2,507 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x1292 $2,394 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4206 $2,284 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Popular x3064 $2,278 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Popular x3890 $1,982 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0044 $1,892 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x9628 $1,714 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x9584 $1,658 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0018 $1,600 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4131 $1,564 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0087 $1,500 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x8758 $1,358 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x6350 $1,335 Unreviewed 
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Administracion de 
Desarrollo Socioeconomico 
de la Familia (ADSEF) 

Socioeconomic 
Development of the Family 
Administration 

Banco Popular x2130 $1,335 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x9639 $1,300 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4214 $1,238 Unreviewed 

Departamento de Hacienda Department of Treasury Citibank x9028 $1,200 Unreviewed 
Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0185 $1,160 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4487 $1,132 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x4126 $1,000 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4018 $967 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Santander x8951 $960 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x6322 $957 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x6381 $957 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x6330 $957 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x6349 $957 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x6365 $957 Unreviewed 
Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x4764 $917 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0051 $880 Unreviewed 

Administracion de Asuntos 
Federales de Puerto Rico 
(PRFAA) 

PR Federal Affairs 
Administration 

Citibank x9316 $877 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x9595 $745 Unreviewed 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Banco Popular x6739 $720 Unreviewed 

Administracion de 
Rehabilitacion Vocacional 
(ARV) 

Vocational Rehabilitation 
Administration 

Banco Popular x0137 $670 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0107 $650 Unreviewed 

Case:17-03283-LTS   Doc#:17308-12   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit L   Page 24 of 37



Exhibit | List of Agencies                                      
Account Holder (Spanish) Account Holder (English) Financial 

Institution 
Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Panel Fiscal Especial 
Independiente (PFEI) 

Office of the Solicitor - 
Special Independent 
Prosecutor 

First Bank x6747 $650 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x0348 $643 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0214 $640 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4122 $631 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x9100 $593 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x9318 $589 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x6333 $568 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x0574 $536 Unreviewed 

Departamento de Vivienda 
(DV) 

Department of Housing First Bank x2037 $514 Unreviewed 

Departamento de Correccion 
y Rehabilitacion (DCR) 

Department of Correction 
and Rehabilitation 

Nuestra Coop x0024 $514 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x9617 $500 Unreviewed 

Negociado de Sistemas de 
Emergencia 9-1-1 

911 Emergency System 
Bureau 

Banco Popular x0945 $500 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x2343 $482 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x9107 $435 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x6978 $423 Unreviewed 
Gobernador Office of the Governor Banco Santander x4237 $423 Unreviewed 
Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x0839 $423 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x9692 $388 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x2285 $383 Unreviewed 
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Institution 
Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4587 $354 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x9683 $351 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x6368 $327 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x9606 $256 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x3479 $218 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x8709 $203 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x5332 $168 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4050 $164 Unreviewed 

Camara de Representantes House of Representatives First Bank x2643 $122 Unreviewed 
Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0015 $100 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Santander x2798 $95 Unreviewed 
Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4552 $86 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4560 $86 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x9269 $61 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4624 $59 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0097 $59 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x2268 $50 Unreviewed 
Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x6608 $46 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x9174 $26 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0013 $24 Unreviewed 
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Institution 
Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4514 $14 Unreviewed 

Departamento de Vivienda 
(DV) 

Department of Housing Banco Popular x8280 $13 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0079 $12 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x3877 $6 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x0059 $5 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x0332 $4 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x5143 $4 Unreviewed 

Departamento de Vivienda 
(DV) 

Department of Housing First Bank x2048 $4 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4253 $4 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4237 $4 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x9255 $4 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x6325 $3 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x3885 $3 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x4395 $3 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x3316 $2 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x0067 $2 Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x5816 $1 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x0901 $0 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x4772 $0 Unreviewed 
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Account Holder (Spanish) Account Holder (English) Financial 

Institution 
Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Departamento de Vivienda 
(DV) 

Department of Housing First Bank x2207 $0 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x0720 $0 Unreviewed 
Departamento de Vivienda 
(DV) 

Department of Housing First Bank x2026 $0 Unreviewed 

Departamento de Vivienda 
(DV) 

Department of Housing First Bank x2059 $0 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

First Bank x9738 $0 Unreviewed 

Departamento de Hacienda Department of Treasury First Bank x2653 $0 Unreviewed 
Departamento de Desarrollo 
Economico y Comercio 
(DDEC) 

Department of Economic 
Development and 
Commerce 

Banco Santander x5057 $0 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0063 $0 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0040 $0 Unreviewed 

Negociado de Sistemas de 
Emergencia 9-1-1 

911 Emergency System 
Bureau 

Banco Popular x9267 $0 Unreviewed 

Negociado de Sistemas de 
Emergencia 9-1-1 

911 Emergency System 
Bureau 

Banco Popular x9962 $0 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x0029 $0 Unreviewed 

Administracion para el 
Sustento de Menores 
(ASUME) 

Child Support 
Administration 

Banco Popular x4166 $0 Unreviewed 

Administracion para el 
Sustento de Menores 
(ASUME) 

Child Support 
Administration 

Banco Popular x5488 $0 Unreviewed 

Departamento de Correccion 
y Rehabilitacion (DCR) 

Department of Correction 
and Rehabilitation 

Banco Santander x1260 $0 Unreviewed 

Departamento de Desarrollo 
Economico y Comercio 
(DDEC) 

Department of Economic 
Development and 
Commerce 

Banco Popular x4543 $0 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x2217 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x3488 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x3778 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x4303 $0 Unreviewed 
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Institution 
Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Departamento de Hacienda Department of Treasury Banco Popular x5191 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x6943 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x6994 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x7213 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x7491 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x9474 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x9482 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x9490 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x9504 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x9512 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x9539 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x9563 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x9571 $0 Unreviewed 
Loteria Electronica Electronic Lottery Banco Santander x3328 $0 Unreviewed 
Loteria Electronica Electronic Lottery Banco Santander x5298 $0 Unreviewed 
Junta de Calidad Ambiental 
(JCA) 

Environmental Quality 
Board 

Banco Popular x9547 $0 Unreviewed 

Junta de Calidad Ambiental 
(JCA) 

Environmental Quality 
Board 

Banco Popular x9555 $0 Unreviewed 

Negociado de Ciencias 
Forenses de Puerto Rico 
(ICF) 

Forensics Science Bureau Banco Popular x1707 $0 Unreviewed 

Negociado de Ciencias 
Forenses de Puerto Rico 
(ICF) 

Forensics Science Bureau Banco Popular x1823 $0 Unreviewed 

Negociado de Ciencias 
Forenses de Puerto Rico 
(ICF) 

Forensics Science Bureau Banco Popular x4496 $0 Unreviewed 

Negociado de Ciencias 
Forenses de Puerto Rico 
(ICF) 

Forensics Science Bureau Banco Popular x6001 $0 Unreviewed 

Oficina De Administracion 
De Los Tribunales (OAT) 

Office of Court 
Administration 

Banco Santander x2351 $0 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Banco Popular x9044 $0 Unreviewed 

Senado Senate First Bank x2676 $0 Unreviewed 
Camara de Representantes House of Representatives First Bank x2621 $0 Unreviewed 
Camara de Representantes House of Representatives First Bank x2632 $0 Unreviewed 
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Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Departamento de Hacienda Department of Treasury Banco Popular x5354 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x5362 $0 Unreviewed 
Departamento de Hacienda Department of Treasury Banco Popular x5389 $0 Unreviewed 
Loteria Electronica Electronic Lottery Banco Santander x5301 $0 Unreviewed 
Oficina de Servicios 
Legislativos (OSLPR) 

Office of Legislative 
Services 

First Bank x2797 $0 Unreviewed 

Oficina de Servicios 
Legislativos (OSLPR) 

Office of Legislative 
Services 

First Bank x2808 $0 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

BNY Mellon x3155 $0 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

BNY Mellon x3148 $0 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

BNY Mellon x3149 $0 Unreviewed 

Administracion de Vivienda 
Publica (AVP) 

Public Housing 
Administration 

Citibank x4013 $0 Unreviewed 

Consejo de Desarrollo 
Ocupacional y Recursos 
Humanos (CDORH) 

Council of Occupational 
Development & Human 
Resources (CDORH) 

Banco Popular x3356 $0 Unreviewed 

Departamento de Justicia - 
Oficina del Procurador 
General 

Department of Justice – 
Office of Inspector General 

Banco Popular x5404 $0 Unreviewed 

Departamento de Justicia - 
Oficina del Procurador 
General 

Department of Justice – 
Office of Inspector General 

Banco Popular x5390 $0 Unreviewed 

Departamento de Justicia - 
Oficina del Procurador 
General 

Department of Justice – 
Office of Inspector General 

Banco Popular x1616 $0 Unreviewed 

Departamento de Justicia - 
Oficina del Procurador 
General 

Department of Justice – 
Office of Inspector General 

Banco Popular x1608 $0 Unreviewed 

Departamento de Hacienda Department of Treasury Banco Popular x5892 $0 Unreviewed 
Departamento de Vivienda 
(DV) 

Department of Housing Banco Popular x0006 Pending6 Unreviewed 

Departamento de Vivienda 
(DV) 

Department of Housing Banco Popular x0005 Pending Unreviewed 

                                              
6 Pending confirmation of balance as of March 31, 2021. 
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Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Departamento del Trabajo y 
Recursos Humanos (DTRH) 

Department of Labor and 
Human Resources 

Banco de 
Desarrollo 
Economico 
(BDE) 

xbers Pending Unreviewed 

Oficina Independiente de 
Proteccion al Consumidor 
(OIPC) 

Independent Consumer 
Protection Office 

Banco Popular x1509 Pending Unreviewed 

Administracion de Recursos 
Naturales 

Natural Resources 
Administration 

Banco Popular x0001 Pending Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x1857 Pending Unreviewed 

Comision Especial Conjunta 
de Fondos Legislativos 

Joint Special Commission of 
Legislative Funds 

First Bank x3182 Pending Unreviewed 

Comision Especial Conjunta 
de Fondos Legislativos 

Joint Special Commission of 
Legislative Funds 

First Bank x3204 Pending Unreviewed 

Comision Especial Conjunta 
de Fondos Legislativos 

Joint Special Commission of 
Legislative Funds 

First Bank x3215 Pending Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x6558 Pending Unreviewed 

Departamento de Familia 
(DF) 

Department of Family Banco de 
Desarrollo 
Economico 
(BDE) 

xbers Pending Unreviewed 

Departamento de Justica 
(DJ) 

Department of Justice Banco Popular x3232 Pending Unreviewed 

Departamento de Justica 
(DJ) 

Department of Justice Banco Popular x9548 Pending Unreviewed 

Administracion de Familias 
y Ninos (ADFAN) 

Family and Children 
Administration 

Banco Santander x1100 Pending Unreviewed 

Administracion de Servicios 
Generales (ASG) 

General Services 
Administration 

Banco Popular x9303 Pending Unreviewed 

Comision Especial Conjunta 
de Fondos Legislativos 

Joint Special Commission of 
Legislative Funds 

First Bank x3116 Pending Unreviewed 

Comision Especial Conjunta 
de Fondos Legislativos 

Joint Special Commission of 
Legislative Funds 

First Bank x3127 Pending Unreviewed 
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Account Holder (Spanish) Account Holder (English) Financial 
Institution 

Account 
Number 

3/31/2021 
Balance ($) 

Categorization 

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

Banco Popular x7006 $849,003,197 Restricted: Third Party 
Funds – entrusted funds by 
participating employees and 
teachers for defined 
contribution plan established 
pursuant to Act 106-2017 

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

BNY Mellon x0514 $136,548,825  Asserted to be Restricted: 
Third Party Contract – 
investment proceeds subject 
to ERS bondholder litigation 

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

Banco Popular x4546 
 

$110,680,808  Asserted to be Restricted: 
Third Party Contract – 
investment proceeds subject 
to ERS bondholder litigation  

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

Banco Popular x8059 
 

$94,624,391  Asserted to be Restricted: 
Third Party Contract – 
inconclusive funds subject to 
ERS bondholder litigation  

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

Banco Popular x4554 
 

$28,118,318  Asserted to be Restricted: 
Third Party Contract – 
investment proceeds subject 
to ERS bondholder litigation  

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

Banco Popular x1177 
 

$10,635,044  
  

Asserted to be Restricted: 
Third Party Contract – 
inconclusive funds subject to 
ERS bondholder litigation  

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

Banco Popular x1185 $1,685,298   Unreviewed7 

                                              
7 Only the accounts with balance greater than $6.9 million were reviewed for restriction assessment.  As of March 31, 2021, the accounts with balances greater than 
$6.9 million and therefore reviewed for restriction status represented approximately $1.230 billion of the total $1.233 billion, or 99.7% of funds held at the ERS 
accounts.  The accounts that have not been reviewed based on the amount threshold are presented in gray boxes. 
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Categorization 

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

Banco Popular x1207 $1,216,257   Unreviewed  

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

Banco Popular x1193 $136,821   Unreviewed 

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

BNY Mellon x0254 $79,856   Unreviewed  

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

Banco Popular  x7014 $40,001 Unreviewed 

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

Banco Popular x2448 $17,025   Unreviewed 

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

Banco Popular x7944 $1,759   Unreviewed  

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

BNY Mellon x0255 $38   Unreviewed 

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

Banco Popular x7495 $0 Unreviewed 
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Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

Banco Popular x6728 $0  Unreviewed  

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

BNY Mellon x0251 $0  Unreviewed 

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

BNY Mellon x0252 $0  Unreviewed  

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

BNY Mellon x0256 $0  Unreviewed 

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

BNY Mellon x0257 $0  Unreviewed  

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

Banco Popular x0880 Pending8  Unreviewed 

Administración de los 
Sistemas de Retiro de los 
Empleados del Gobierno y la 
Judicatura (ASR) 

Retirement System for 
Employees of the 
Government and Judiciary 
Retirement System 

Banco Popular x1637 Pending  Unreviewed 

  

                                              
8 Pending confirmation of balance as of March 31, 2021. 
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Account 
Number 

3/31/2021 
Balance ($) Categorization 

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Banco Popular x4128 
 

$56,286,830  Unrestricted  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Oriental Bank x4707 
 

$12,909,833  Inconclusive 

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Oriental Bank x5578 
 

$10,306,972  Unrestricted 

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Banco Popular x0830 
 

$9,114,011  Inconclusive 

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Banco Popular x6809 
 

$8,795,782  Restricted: Federal Funds 
– FEMA disaster relief funds  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Banco Popular x5019 $7,920,998  Inconclusive 

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Oriental Bank x7589 $5,000,021 Unreviewed9  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Oriental Bank x1571 $4,919,290  Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x9006 $3,846,250  Unreviewed 

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x2002 $3,108,079  Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Oriental Bank x3583 $1,424,813 Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x1001 $1,403,418  Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Oriental Bank x3891 $103,056  Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Oriental Bank x3584 $75,169 Unreviewed  

                                              
9 Only the accounts with balance greater than $6.9 million were reviewed for restriction assessment.  As of March 31, 2021, the accounts with balances greater than 
$6.9 million and therefore reviewed for restriction status represented approximately $105.3 million of the total $125.2 million, or 84.1% of funds held at the PBA 
accounts.  The accounts that have not been reviewed based on the amount threshold are presented in gray boxes. 
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Exhibit | List of Agencies                                      

Account Holder (Spanish) Account Holder (English) Financial 
Institution 

Account 
Number 

3/31/2021 
Balance ($) Categorization 

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x1000 $10,093  Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Oriental Bank x3871 $9,288  Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x3220 $6,822  Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Oriental Bank x6472 $5,465  Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x9002 $1,297  Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Oriental Bank x0673 $1,012  Unreviewed 

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x4000 $508  Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x9005 $345  Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x1000 $0  Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Banco Popular x0762 $0 Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Banco Popular x1505 $0 Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority Banco Popular x6817 $0 Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x1000 $0 Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x2000 $0 Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x2000 $0 Unreviewed 

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x3190 $0 Unreviewed 

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x4000 $0 Unreviewed  
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Exhibit | List of Agencies                                      

Account Holder (Spanish) Account Holder (English) Financial 
Institution 

Account 
Number 

3/31/2021 
Balance ($) Categorization 

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x4002 $0 Unreviewed  

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x5000 $0 Unreviewed 

Autoridad de Edificios 
Publicos (AEP) 

Public Buildings Authority US Bank x6000 $0 Unreviewed  
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Independent Auditors’ Report 

The Honorable Governor and Legislature 
Commonwealth of Puerto Rico 
San Juan, Puerto Rico 

We have audited the accompanying financial statements of the governmental activities, the business-type 
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining 
fund information of the Commonwealth of Puerto Rico (the Commonwealth) as of and for the year ended 
June 30, 2018, and the related notes to the financial statements, which collectively comprise the 
Commonwealth’s basic financial statements as listed in the table of contents. 

Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with U.S. generally accepted accounting principles; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 
Our responsibility is to express opinions on these financial statements based on our audit. We did not audit the 
financial statements of the following entities and funds: 

• Governmental Activities 

– Corporation of Industries for the Blind and Mentally Retarded and Incapacitated Persons of Puerto 
Rico, Office of Legislative Services, Office for the Improvement of Public Schools, Superintendence of 
the Capitol Building, Puerto Rico House of Representatives, Puerto Rico Senate, Puerto Rico Public 
Housing Administration, Puerto Rico Housing Finance Department – Sales and Acquisition Fund, and 
Puerto Rico Department of Economic Development and Commerce, which collectively represent 8.06% 
and 2.65% of the total assets and revenues, respectively, of the General Fund. 

– Puerto Rico Maritime Shipping Authority, Special Communities Perpetual Trust special revenue and 
debt service funds, Public Buildings Authority, University of Puerto Rico Comprehensive Cancer 
Center, Puerto Rico Infrastructure Financing Authority, The Children’s Trust, Puerto Rico Fiscal Agency 
and Financial Advisory Authority, and Ponce Authority, which are non-major governmental funds that 
represent 20.59% and 8.61% of the total assets and revenues, respectively, of the aggregate 
remaining fund information. 

These entities and funds collectively represent 35.26% and 3.03% of the total assets and revenues, 
respectively, of the governmental activities. 

• Business-Type Activities 

– Unemployment Insurance Fund, which is a major enterprise fund. 

– Puerto Rico Health Insurance Administration, which is a major enterprise fund. 

– Puerto Rico Medical Services Administration, which is a major enterprise fund. 
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– The Additional Lottery System, the Puerto Rico Water Pollution Control Revolving Fund, Puerto Rico 
Safe Drinking Water Treatment Revolving Loan Fund, the Governing Board of 9-1-1 Services, Disability 
Insurance Fund, Drivers’ Insurance Fund, and Ponce Ports Authority, which are non-major enterprise 
funds that collectively represent 25.93% and 51.58% of the total assets and revenues, respectively, of 
the aggregate remaining fund information. 

These entities and funds collectively represent 97.04% and 92.09% of the total assets and revenues, 
respectively, of the business-type activities. 

• Aggregate Discretely Presented Component Units 

The discretely presented component units listed in note 1(c) to the basic financial statements. These 
entities collectively represent 74.93% and 59.56% of the total assets and revenues, respectively, of the 
aggregate discretely presented component units. 

Those statements were audited by other auditors whose reports have been furnished to us, and our opinions, 
insofar as they relate to the amounts included for the entities and funds indicated above, are based solely on 
the reports of the other auditors. We conducted our audit in accordance with auditing standards generally 
accepted in the United States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those 
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation 
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but 
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinions. 

Summary of Opinions 
Opinion unit Type of opinion

Governmental activities Unmodified
Business-type activities Unmodified
Aggregate discretely presented component units Qualified
General fund Unmodified
Debt service fund Unmodified
ERS Special evenue fund Unmodified
COFINA Special revenue fund Unmodified
COFINA Debt service fund Unmodified
Unemployment insurance fund Unmodified
Puerto Rico Health Insurance Administration Fund Unmodified
Puerto Rico Medical Services Administration Fund Unmodified
Aggregate remaining fund information Qualified
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Basis for Qualified Opinions (Scope Limitation) for Aggregate Discretely Presented Component Units 
and Aggregate Remaining Fund Information 
Basis for Qualified Opinions – Unaudited Contingency and Compensated Absences Amounts 

We were unable to obtain sufficient appropriate audit evidence regarding an accrual for legal contingency of 
approximately $212 million and regarding accrued compensated absences in the amount of approximately 
$108 million recorded in the 2018 financial statements of the Puerto Rico Electric Power Authority (PREPA), a 
discretely presented component unit of the Commonwealth. 

Basis for Qualified Opinions – Unaudited Pension Amounts 

The Additional Lottery Fund and the Governing Board of 9-1-1 Fund, which were audited by other auditors, 
applied the provisions of GASB Statement No. 68, Accounting and Financial Reporting for Pensions, in their 
respective separately issued financial statements. However, based on the lack of availability of audited pension 
amounts from the Employees’ Retirement System of the Government of the Commonwealth of Puerto Rico at 
the time of the respective issuance of their financial statements, the other auditors qualified their opinions due 
to the lack of sufficient appropriate audit evidence on the pension amounts, including net pension liability, 
deferred outflows of resources, deferred inflows of resources, and pension expense. Accordingly, we were not 
able to obtain sufficient appropriate audit evidence about the pension amounts included in the financial 
statements of the Aggregate Remaining Fund Information. The net pension liability, deferred outflows of 
resources, deferred inflows of resources, and pension expense included for these funds in the financial 
statements of the Aggregate Remaining Fund Information for the Commonwealth were $61.2 million, 
$20.1 million, $1.2 million, and $0, respectively. 

Basis for Qualified Opinions – Unaudited Cash Balance 

The financial statements of the Disability Insurance Fund and the Driver’s Insurance Fund (the Disability and 
Driver’s Funds) as of June 30, 2018 were audited by other auditors, whose report thereon, dated March 21, 
2019, include a “ Basis of Qualified Opinion” paragraph stating that the Disability and Driver’s Funds did not 
maintain adequate accounting records and reconciliation procedures over its cash held by the Puerto Rico 
Secretary of Treasury amounting to $60.7 million as of June 30, 2018, and were unable to obtain sufficient 
appropriate audit evidence regarding such balance. Accordingly, we were also unable to obtain sufficient 
appropriate audit evidence regarding the adequacy of such balances included in the financial statements of the 
Aggregate Remaining Fund Information of the Commonwealth as of June 30, 2018. 

Qualified Opinions 
In our opinion, based on our audit and the report of other auditors, except for the possible effects of the matters 
described in the “Basis for Qualified Opinions (Scope Limitation) for Aggregate Discretely Presented 
Component Units and Aggregate Remaining Fund Information” paragraphs, the financial statements referred to 
above present fairly, in all material respects, the respective financial position of the aggregate discretely 
presented component units and aggregate remaining fund information as of June 30, 2018, and the respective 
changes in financial position thereof for the year then ended in accordance with U.S. generally accepted 
accounting principles. 

Unmodified Opinions 
In our opinion, based on our audit and the reports of the other auditors, the financial statements referred to 
above present fairly, in all material respects, the respective financial position of the governmental activities, the 
business-type activities and each major fund of the Commonwealth of Puerto Rico as of June 30, 2018, and the 
respective changes in financial position and, where applicable, cash flows thereof for the year then ended in 
accordance with U.S. generally accepted accounting principles. 
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Emphasis of Matters 
Uncertainty about Ability to Continue as a Going Concern – Primary Government 

The accompanying basic financial statements have been prepared assuming that the Commonwealth will 
continue as a going concern. As discussed in note 2(a) to the basic financial statements, the Commonwealth is 
in the midst of a fiscal, economic and liquidity crisis, an economic recession, high unemployment rate, a 
population decline, high levels of debt and pension related obligations, and has stated that substantial doubt 
exists about the Commonwealth’s ability to continue as a going concern. Additionally, on May 3, 2017, the 
Financial Oversight and Management Board (the Oversight Board) at the request of the Governor, filed a 
petition for relief under Title III of the U.S. Congress Puerto Rico Oversight, Management, and Economic 
Stability Act (PROMESA) in the United States District Court for the District of Puerto Rico. Management’s 
evaluation of the events and conditions and management’s plans regarding these matters are also described in 
note 2(a). The basic financial statements do not include any adjustments that might result from the outcome of 
this uncertainty. Our opinions on the basic financial statements are not modified with respect to this matter. 

Uncertainty about Ability to Continue as a Going Concern – Major Discretely Presented Component Units 

The accompanying basic financial statements have been prepared assuming that the major discretely 
presented component units of the Commonwealth will continue as a going concern. As discussed in note 2(b) 
to the basic financial statements, the Commonwealth has stated that substantial doubt exists for the following 
major discretely presented component units to continue as a going concern. Management’s evaluation of the 
events and conditions and management’s plans in regard to these matters are described in note 2(b) to the 
basic financial statements. The basic financial statements do not include any adjustments that might result from 
the outcome of these uncertainties. Our opinions on the basic financial statements are not modified with 
respect to these matters. 

• Government Development Bank for Puerto Rico (GDB) 

The financial statements of GDB as of June 30, 2018 and for the year then ended were audited by other 
auditors, whose report thereon, dated March 2, 2021, included an emphasis of matter paragraph related to 
GDB’s ability to continue as a going concern. As stated in GDB’s independent auditors’ report, the 
Commonwealth and its component units have not been able to repay their loans from the GDB, which has 
significantly affected GDB’s liquidity and ability to repay its obligations. In addition, on March 23, 2018, 
GDB ceased its operations and determined to wind down in an orderly fashion under Title VI of PROMESA. 

• Puerto Rico Highways and Transportation Authority (PRHTA) 

The financial statements of PRHTA as of June 30, 2018 and for the year then ended were audited by other 
auditors, whose report thereon, dated March 25, 2019, included an emphasis of matter paragraph related 
to PRHTA’s ability to continue as a going concern. As stated in PRHTA’s independent auditors’ report, 
PRHTA has had significant recurring losses from operations, does not have sufficient funds available to 
fully repay its various obligations as they come due, and has defaulted on the payments of principal and 
interest on multiple bond series and lines of credits. Also, on May 21, 2017, the Oversight Board, at the 
request of the Governor, commenced a case for PRHTA by filing a petition for relief under Title III of 
PROMESA in the United States District Court for the District of Puerto Rico. 

• Puerto Rico Electric Power Authority (PREPA) 

PREPA has an accumulated deficit of approximately $6.8 billion as of June 30, 2018, does not currently 
have sufficient funds available to fully repay its various obligations as they come due, and has defaulted on 
the payment of various debt obligations. Also, on July 2, 2017, the Oversight Board, at the request of the 
Governor, filed a petition on behalf of PREPA for relief under Title III of PROMESA in the United States 
District Court for the District of Puerto Rico. 
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• University of Puerto Rico (UPR) 

The financial statements of UPR as of June 30, 2018, and for the year then ended were audited by other 
auditors, whose report thereon, dated April 29, 2019, included an emphasis of matter paragraph related to 
UPR’s ability to continue as a going concern. As stated in UPR’s independent auditors’ report, UPR is 
highly dependent on the Commonwealth’s appropriations to finance its operations. 

Restatement of Net Position 

As discussed in note 4 to the basic financial statements, the net position of the aggregate discretely presented 
component units as of July 1, 2017 has been restated to correct misstatements. Our opinions are not modified 
with respect to this matter. 

Adoption of New Accounting Pronouncement 

As discussed in notes 1(bb) and 4 to the basic financial statements, the Commonwealth adopted the provisions 
of Governmental Accounting Standards Board (GASB) Statement No. 75, Accounting and Financial Reporting 
for Postemployment Benefits Other Than Pensions. Our opinions are not modified with respect to this matter. 

Change in Reporting of Pension Trust Funds 

As discussed in notes 1(b), 4, and 18 to the basic financial statements, as a result of the enactment of Act 106 
of August 23, 2017, the pension trust funds established to pay the accumulated pension benefits of the 
Employees’ Retirement System of the Government of the Commonwealth of Puerto Rico, the Puerto Rico 
System of Annuities and Pensions for Teachers, and the Retirement System for the Judiciary of the 
Commonwealth of Puerto Rico, were eliminated and the legacy trust funds are now reported as blended 
component units within governmental activities. Our opinions are not modified with respect to this matter. 

Other Matters 

Required Supplementary Information 

U.S. generally accepted accounting principles require that the management’s discussion and analysis on 
pages 7 through 27; the schedules of changes in the net pension liability for single-employer pension plans on 
pages 258 and 259; the schedule of proportionate share of the net pension liability of a cost-sharing 
multiple-employer pension plan on page 260; the schedule of employers’ contributions for all pension plans on 
page 261; the schedule of changes in total other postemployment benefits liability and related ratios for 
single-employer pension plans on pages 262–264; and the schedule of revenue and expenditures – budget and 
actual–budgetary basis – General Fund on page 265, be presented to supplement the basic financial 
statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for 
placing the basic financial statements in an appropriate operational, economic, or historical context. 

We were unable to apply certain limited procedures to the management’s discussion and analysis in 
accordance with auditing standards generally accepted in the United States of America, due to the matters 
described in the “Basis for Qualified Opinions (Scope Limitation) for Aggregate Remaining Fund Information”, 
and the “Basis for Qualified Opinion (Departure from U.S. Generally Accepted Accounting Principles) for 
Aggregate Remaining Fund Information”. Additionally, although our opinions on the basic financial statements 
are not affected, the financial statement amounts included in the management’s discussions and analysis 
contain material departures from U.S. generally accepted accounting principles because they do not include 
pension and OPEB amounts for certain entities and funds that did not apply the provisions of GASB Statement 
No. 68 and GASB Statement No. 75, respectively. We do not express an opinion or provide any assurance on 
the information. 
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We and the other auditors have applied certain limited procedures to the schedules of changes in the net 
pension liability for single-employer pension plans; the schedule of the Commonwealth’s proportionate share of 
the net pension liability of a cost-sharing multiple employer pension plan; the schedule of employers’ 
contributions for all pension plans; the schedules of changes in total other postemployment benefits liability and 
related ratios for single-employer pension plans; the and the schedule of revenue and expenditures - budget 
and actual - budgetary basis - General Fund, in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our inquiries, the 
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited procedures do 
not provide us with sufficient evidence to express an opinion or provide any assurance. 

Supplementary and Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the Commonwealth’s basic financial statements. The combining and individual fund financial 
statements and schedules listed in the accompanying table of contents are presented for purposes of additional 
analysis and are not a required part of the basic financial statements. 

The combining and individual fund financial statements and schedules are the responsibility of management 
and were derived from and relate directly to the underlying accounting and other records used to prepare the 
basic financial statements. Such information has been subjected to the auditing procedures applied in the audit 
of the basic financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the basic financial 
statements or to the basic financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, except for the effect on 
the supplementary information of the matters described above in the “Basis for Qualified Opinions 
(Scope Limitation) for Aggregate Discretely Presented Component Units and Aggregate Remaining Fund 
Information” and, the “Basis for Qualified Opinion (Departure from U.S. Generally Accepted Accounting 
Principles) for Aggregate Remaining Fund Information” paragraphs, the combining and individual fund financial 
statements and schedules are fairly stated, in all material respects, in relation to the basic financial statements 
as a whole. 

   

San Juan, Puerto Rico 
June 30, 2021 

Stamp No. E434360 of the Puerto Rico 
Society of Certified Public Accountants 
was affixed to the record copy of this report. 
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This management’s discussion and analysis section (MD&A) provides a narrative overview and analysis of the 
financial activities of the Commonwealth of Puerto Rico (the Commonwealth) for the fiscal year ended June 30, 
2018. The MD&A is intended to serve as an introduction to the Commonwealth basic financial statements, which 
have the following components: (1) Government-wide financial statements, (2) fund financial statements, and 
(3) notes to the basic financial statements. The MD&A is designed to (a) assist the reader in focusing on 
significant matters, (b) provide an overview of the Commonwealth’s financial activities, (c) present an overview 
of results for the General Fund on a budgetary basis, and (d) highlight individual fund matters. The following 
presentation is by necessity highly summarized, and therefore, in order to gain a thorough understanding of the 
Commonwealth’s financial condition, the basic financial statements, notes, and required supplementary 
information should be reviewed in their entirety. 
Financial Highlights 
• The Commonwealth’s Primary Government, which encompasses the Commonwealth’s Governmental and 

Business-type activities, reported, in the government-wide financial statements, a net deficit of approximately 
$72.5 billion at June 30, 2018, which was comprised of approximately $21.1 billion in total assets and 
approximately $7.8 billion in deferred outflows of resources, less approximately $96 billion in total liabilities 
and approximately $5.3 billion in deferred inflows of resources. 

• The net deficit of the Commonwealth’s Primary Government decreased by approximately $1.1 billion during 
fiscal year 2018. The net deficit for Governmental Activities decreased by approximately $893.3 million and 
the net position for Business-type activities increased by approximately $223.9 million during the fiscal year 
2018. 

• The Commonwealth’s Governmental Activities had total revenue of approximately $19 billion for fiscal year 
2018, which was higher than total expenses of approximately $17.7 billion. The Commonwealth’s Business-
type activities had total revenue of approximately $3.6 billion for fiscal year 2018, which represented an 
increase of approximately $388.2 million when compared to fiscal year 2017. 

• The Commonwealth’s Primary Government had total expenses of approximately $21.5 billion in fiscal year 
2018, which included expenses of approximately $3.8 billion incurred by Business-type activities, which 
represented a decrease of approximately $2.2 billion when compared to total expenses incurred during fiscal 
year 2017 (as restated). 

• For fiscal year 2018, the total excess of revenue over expenditures in the General Fund (budgetary basis) 
was approximately $511 million. It consisted of the difference between total actual revenue of approximately 
$9.6 billion (excluding other financing sources), less total actual expenditures of approximately $9.1 billion. 
The variance between the U.S. generally accepted accounting principles (U.S. GAAP) and budgetary basis 
deficits results from differences of accounting, entity, and perspective differences between budgetary 
reporting versus those established by U.S. GAAP and followed in these basic financial statements. 
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The Commonwealth’s management believes that as of June 30, 2018 there is substantial doubt as to the ability 
of the Primary Government to continue as a going concern in accordance with Governmental Accounting 
Standards Board (GASB) Statement No. 56, Codification of Accounting and Financial Reporting Guidance 
Contained in the AICPA Statements on Auditing Standards. In addition, the Commonwealth’s pension trust funds, 
blended component units of the Commonwealth, are severely underfunded. As a result of the fiscal difficulties 
faced by the Commonwealth, on May 3, 2017 the Financial Oversight and Management Board for Puerto Rico 
(the Oversight Board), at the request of the Commonwealth, filed a petition for relief under Title III of the Puerto 
Rico Oversight, Management, and Economic Stability Act (PROMESA). For additional information regarding 
going concern, uncertainties and liquidity risk, refer to Note 2 and Note 3. 
Reporting the Commonwealth as a Whole 
The Commonwealth consists of all departments, agencies, funds, functions, and public corporations that have 
been determined to meet the requirements for inclusion in the Commonwealth’s financial reporting entity. The 
Commonwealth has considered all potential discretely presented component units for which it is financially 
accountable and other organizations for which the nature and significance of their relationship with the 
Commonwealth is such that exclusion would cause the Commonwealth’s basic financial statements to be 
misleading or incomplete. As noted above, the Commonwealth’s basic financial statements consist of three 
components: (i) government-wide financial statements, which includes the Commonwealth’s discretely presented 
component units, (ii) fund financial statements, and (iii) notes to the basic financial statements. The fund financial 
statements include governmental, proprietary, and fiduciary types of funds that will be described later in this 
MD&A. The notes to the basic financial statements provide explanations and/or additional detail for all of the 
above types of financial statements and are considered an integral part of the basic financial statements. 
The following table summarizes the major features of the basic financial statements: 

 

Scope Governmental The activities of Activities of the Instances in which
activities, business the Commonwealth Commonwealth the Commonwealth
type activities that are not that operate is the trustee or
and discretely proprietary of similar to private agent for someone
presented fiduciary, including business else's resources.
component education, health, including Lotteries.
units. public safety

services
among others.

Required financial Statement of net Balance sheet and Statement of net Statements of
Statements position and statement of  position; statement fiduciary net 

statement of revenue of revenue, position.
activities. expenditures, and expenses and

changes in fund changes in fund
balances. net position; and

statement of cash
flows.

Fiduciary
Fund Financial Statements

Governmental 
FundsStatements

Wide Financial 
Government- 

Funds
Proprietary 

Funds
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Government-wide Financial Statements 
The government-wide financial statements provide readers a broad view of the Commonwealth’s operations in a 
manner similar to a private-sector business. The statements provide both short and long-term information about 
the Commonwealth’s financial position, which assists in assessing the Commonwealth’s economic condition at 
the end of the fiscal year. These are prepared using the economic resources measurement focus and the full 
accrual basis of accounting. This means they follow methods that are similar to those used by most private 
businesses. They take into account all revenue and expenses connected with the fiscal year even if cash involved 
has not been received or paid. 
The government-wide financial statements include two statements: 
• Statement of Net Position – This statement presents all of the government’s assets, liabilities, and deferred 

outflows and inflows of resources. Net position is the difference between (a) assets and deferred outflows of 
resources and (b) liabilities and deferred inflows of resources. Over time, increases or decreases in the 
Commonwealth’s net position may serve as a useful indicator of whether the financial position of the 
Commonwealth is improving or deteriorating. 

• Statement of Activities – This statement presents information showing how the Primary Government’s and 
its discretely presented component units’ net position changed during the most recent fiscal year. All changes 

Accounting basis and Accrual basis Modified accrual Accrual basis Accrual basis
measurement focus and economic basis and current and economic and economic

resources financial resources resources resources
measurement focus. measurement focus. measurement focus. measurement focus.

Type of assets/liability All assets and Only assets expected All assets and All assets and
information liabilities, both to be used and liabilities, both liabilities, both

financial and liabilities that come financial and financial and
capital, and both due during the year capital, and both capital, and both
short-term and or soon thereafter; short-term and short-term and
long-term. no capital assets long-term. long-term.

or long-term
obligations 
are included.

Type of inflow/outflow All revenue and Revenue for which All revenue and All revenue and
information expenses during cash is received expenses during expenses during

the year, during the year or the year, the year,
regardless of soon after the end regardless of regardless of
when cash is of the year; when cash is when cash is 
received or paid. expenditures when received or paid. received or paid.

goods or services
have been received
and payment is due
during the year or
soon thereafter.

Fiduciary
Fund Financial Statements

Governmental 
FundsStatements

Wide Financial 
Government- 

Funds
Proprietary 

Funds
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in net position are reported as soon as the underlying event giving rise to the change occurs, regardless of 
the timing of related cash flows. Thus, revenue and expenses are reported in this statement for some items 
that will not result in cash flows until future fiscal periods (such as uncollected taxes and earned but unused 
vacation leave). This statement also presents a comparison between direct expenses and program revenue 
for each function of the Commonwealth. 

The Commonwealth’s net position is one way to measure whether the Commonwealth’s financial health is 
improving or deteriorating, but other nonfinancial factors, such as changes in the Commonwealth tax structure, 
population, employment, debt levels, fiscal conditions, economic factors, access to external markets and the 
condition of the Commonwealth’s roads, bridges and buildings, must also be taken into account in order to assess 
the overall health of the Commonwealth. 
In the statement of net position and the statement of activities, the operations of the Commonwealth are divided 
into the following activities: 
• Governmental Activities – Most of the Commonwealth’s basic services are reported here, including 

education, health, public housing and welfare, public safety, economic development, general government 
and interest on long-term- debt. Federal grants (intergovernmental), personal and corporate income taxes, 
consumption and use taxes, business and other taxes, transfers from lottery revenues, and bond or loan 
proceeds finance most of these activities. Also included in Governmental Activities are fifteen blended 
component units, which are entities that, while legally separate from the Commonwealth, meet the blending 
criteria under GASB to be reported as part of the Primary Government. 

• Business-type Activities – These activities are normally intended to recover all or a significant portion of 
their costs through user fees and charges to external users of goods and services. These Business-type 
activities of the Commonwealth include the operations of the following major funds: the Unemployment 
Insurance Trust Fund, the Puerto Rico Health Insurance Administration (PRHIA), and the Puerto Rico 
Medical Services Administration (PRMeSA). 

• Discretely Presented Component Units – Although legally separate from the Commonwealth, these 
discretely presented component units are important to the Commonwealth because the Commonwealth is 
financially accountable for them or the nature and significance of their relationship with the Commonwealth 
are such that their exclusion would cause the Commonwealth’s basic financial statements to be misleading 
or incomplete. Discretely presented component units, presented in a separate column in these basic financial 
statements, are discretely presented principally because of the nature of the services they provide, the 
Commonwealth’s ability to impose its will, principally through the appointment of their governing authorities, 
and because such discretely presented component units provide specific financial benefits to, or impose 
financial burdens on, the Commonwealth. The Commonwealth classifies 45 separate legal entities as 
discretely presented component units, as disclosed in Note 1 to the basic financial statements. 

The government-wide financial statements can be found immediately following this MD&A. 
Governmental and Proprietary Fund Financial Statements 
Financial statements prepared at the fund level provide additional details about the Commonwealth’s financial 
position and activities. A fund is a grouping of related accounts that is used to maintain control over resources 
that have been segregated for specific activities or objectives. The Commonwealth uses fund accounting to help 
ensure and demonstrate compliance with finance-related legal requirements. The fund financial statements focus 
on individual parts of the Commonwealth government, reporting the Commonwealth’s operations in more detail 
than the government-wide financial statements. Information presented in the fund financial statements differs 
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from the information presented in the government-wide financial statements because the perspective and basis 
of accounting used to prepare the fund financial statements are different from the perspective and basis of 
accounting used to prepare the government-wide financial statements. The Commonwealth’s governmental and 
proprietary funds types use different perspectives and accounting basis. The funds presented in the fund financial 
statements are categorized as either major or nonmajor funds as required by U.S. GAAP. All of the funds of the 
Commonwealth can be divided into the following categories: 
• Governmental Funds – Most of the basic services provided by the Commonwealth are financed through 

governmental funds. Governmental funds are used to account for essentially the same functions reported as 
Governmental Activities in the government-wide financial statements. However, unlike the government-wide 
financial statements that use the full accrual basis of accounting, the governmental funds financial statements 
use a modified accrual basis of accounting (also known as the current financial resources measurement 
focus), which focuses on near-term inflows and outflows of expendable resources. This information may be 
useful in evaluating the government’s near-term financing requirements. These statements provide a detailed 
short-term view of the Commonwealth’s finances and assist in determining whether there will be adequate 
financial resources available to meet the current needs of the Commonwealth. Since the focus of 
governmental funds is narrower than that of the government-wide financial statements, it is useful to compare 
the information presented for governmental funds with similar information presented for the Governmental 
Activities in the government-wide financial statements. By comparing the governmental funds financial 
statements to the Governmental Activities in the government-wide financial statements, readers may better 
understand the long-term impact of the government’s near-term financing decisions. Both the governmental 
funds balance sheet and the governmental fund statement of revenue, expenditures, and changes in fund 
balances provide a reconciliation to facilitate this comparison between governmental funds and the 
Governmental Activities. These reconciliations are presented on the page immediately following each 
governmental fund financial statement. 
The Commonwealth has five major governmental funds. That is, each major fund is presented in a separate 
column in the governmental funds balance sheet and in the governmental funds statement of revenue, 
expenditures, and changes in fund balances. The Commonwealth’s five major governmental funds are: 

• General Fund 1 

• Debt Service Fund 
• ERS Special Revenue Fund 

• COFINA Special Revenue Fund 
• COFINA Debt Service Fund 

The remaining nonmajor governmental funds, which consist of funds from the blending of the Ponce Authority 
(PA), Public Buildings Authority (PBA), Puerto Rico Infrastructure Financing Authority (PRIFA), Puerto Rico Fiscal 
Agency and Financial Advisory Authority (FAFAA), Puerto Rico Maritime Shipping Authority (PRMSA), Puerto 

 
1 The General Fund is the primary operating fund of the Commonwealth. The financial resources received and used in the General Fund 
mostly includes: the General Fund budgeted resources, as approved by the Legislature of Puerto Rico (the Legislature) and as adjusted for 
timing and basis of accounting differences, and other financial resources outside the General Fund budget such as: federal funds, pledged 
funds, resources that otherwise would be accounted for in special revenue funds, and agencies with independent treasuries. 
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Rico System of Annuities and Pensions for Teachers (TRS), Retirement System of the Judiciary of the 
Commonwealth of Puerto Rico (JRS), Special Communities Perpetual Trust (SCPT), The Children’s Trust, and 
University of Puerto Rico Comprehensive Cancer Center (UPRCCC) blended component units, and the 
Commonwealth’s capital project funds, which are grouped and presented in a single column in the governmental 
funds financial statements. The basic governmental funds financial statements can be found immediately 
following the government-wide financial statements. 
• Proprietary Funds – These funds are used to show activities that operate more like those of commercial 

enterprises. Because these funds charge fees for services provided to outside customers, including local 
governments, they are also known as enterprise funds. Proprietary funds provide the same type of 
information as the Business-type activities in the government-wide financial statements, but in more detail. 
As with government-wide financial statements, proprietary funds financial statements use the full accrual 
basis of accounting. There is no reconciliation needed between the government-wide financial statements 
for Business-type activities and the proprietary funds financial statements. 
The Commonwealth has three major proprietary funds: 
• Unemployment Insurance Fund 

• Puerto Rico Health Insurance Administration (PRHIA) 
• Puerto Rico Medical Service Administration (PRMeSA) 
Other nonmajor proprietary funds consist of the Disability Insurance Fund, Drivers’ Insurance Fund, the 
Lotteries Fund, which includes the Lottery of Puerto Rico and the Additional Lottery System, Puerto Rico 
Water Pollution Control Revolving Fund (PRWPCRF), Puerto Rico Safe Drinking Water Treatment Revolving 
Loan Fund (PRSDWTRLF), Ponce Ports Authority (PPA), and the Bureau of Emergency Services 9-1-1 
which are grouped and presented in a separate column in the proprietary funds’ financial statements. The 
basic proprietary funds financial statements can be found immediately following the governmental funds 
financial statements. 

Notes to Basic Financial Statements 
The notes provide additional information that is essential to a full understanding of the data provided in the 
government-wide and the fund financial statements. The notes to the basic financial statements can be found 
immediately following the major discretely presented component units’ combining financial statements. 
Required Supplementary Information/Supplementary and Other Information (Unaudited) 
The basic financial statements include a section of required supplementary information and other information 
immediately following its notes. This section includes information of total other postemployments benefits liability 
schedules, net pension liability schedules, pension contribution schedules, schedule of revenue and expenditures 
– budget and actual – budgetary basis – General Fund, supplemental schedule of expenditures by agency – 
budget and actual – budgetary basis – General Fund, combining schedules for nonmajor governmental funds, 
nonmajor proprietary funds, changes in assets and liabilities – agency fund, and nonmajor discretely presented 
component units. 
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Overall Financial Position and Results of Operations (Government-wide financial statements) 
The following is an analysis of the financial position and changes in the financial position of the Commonwealth’s 
Governmental Activities and Business-type activities for fiscal year 2018. 
Net Position 
Condensed financial information from the statement of net position as of June 30, 2018 and 2017 is as follows 
(in thousands): 

 
Governmental entities are required by U.S. GAAP to report on their net position. The statement of net position 
presents the value of all of the Commonwealth’s assets and deferred outflows of resources, and liabilities and 
deferred inflows of resources, with the difference between them reported as net position. 
Net position (deficit) may serve over time as a useful indicator of a government’s financial position. Total assets 
plus deferred outflows of resources and total liabilities plus deferred inflows of resources of the Primary 
Government as of June 30, 2018 amounted to approximately $28.9 billion and $101.4 billion, respectively, for a 
net deficit of approximately $72.5 billion as of June 30, 2018, compared to a net deficit of approximately 
$73.6 billion as of June 30, 2017 (as restated). 

2017 2017 2017
2018 (As restated) 2018 (As restated) 2018 (As restated)

Assets:
   Non-capital assets:

Cash and investments $ 6,370,623 4,492,844 928,431 973,603 7,299,054 5,466,447
Receivables, net 4,175,126 2,984,350 1,190,948 721,738 5,366,074 3,706,088
Other 97,754 109,392 43,828 46,800 141,582 156,192

Total non-capital assets 10,643,503 7,586,586 2,163,207 1,742,141 12,806,710 9,328,727
   Capital Assets 8,171,366 8,499,268 92,165 89,646 8,263,531 8,588,914

Total assets 18,814,869 16,085,854 2,255,372 1,831,787 21,070,241 17,917,641
Deferred outflows of

resources 7,558,998 7,853,422 242,398 199,308 7,801,396 8,052,730

Liabilities:
    Long-term liabilities 87,190,513 91,318,812 1,689,425 1,683,394 88,879,938 93,002,206
    Other liabilities 6,725,488 5,182,305 438,469 282,469 7,163,957 5,464,774

Total liabilities 93,916,001 96,501,117 2,127,894 1,965,863 96,043,895 98,466,980
Deferred inflows of

resources 5,219,576 1,093,202 96,152 15,498 5,315,728 1,108,700

Net Position:
Net investment in

capital assets 2,189,585 2,614,621 71,739 69,993 2,261,324 2,684,614
Restricted 711,761 886,768 1,070,149 1,025,530 1,781,910 1,912,298
Unrestricted (deficit) (75,663,056) (77,156,432) (868,164) (1,045,789) (76,531,220) (78,202,221)

Total net position (deficit) $ (72,761,710) (73,655,043) 273,724 49,734 (72,487,986) (73,605,309)

Governmental Activities Business-type Activities Primary Government
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Net position (deficit) for Governmental Activities increased by approximately $893.3 million for fiscal year 2018, 
decreasing to a deficit of approximately $72.8 billion at June 30, 2018 from a deficit of approximately $73.7 billion 
at June 30, 2017 (as restated). The unrestricted deficit for Governmental Activities – that part of net position that 
can be used to finance day-to-day- governmental operations without constraints established by debt covenants, 
enabling legislation, or other legal requirements – had a deficit of approximately $75.7 billion as of June 30, 2018. 
The unrestricted deficit in Governmental Activities, which decreased by approximately $1.5 billion, exists primarily 
because of cumulative excessive operating expenses in disparity with actual revenues. This deficit can be 
expected to continue for as long as the Commonwealth continues to have obligations outstanding for purposes 
other than the acquisition of governmental capital assets. The statement of net position in Governmental Activities 
reflects outstanding bonds and notes amounting to approximately $44 billion and net pension liability amounting 
to approximately $38.8 billion as of June 30, 2018, as compared to outstanding bonds and notes amounting to 
approximately $43.8 billion and net pension liability amounting to approximately $42.5 billion as of June 30, 2017 
(as restated). 
A portion of the Commonwealth’s net position reflects its investment in capital assets such as land, buildings, 
and equipment, less any related debt used to acquire those assets. The Commonwealth uses these capital assets 
to provide services to its residents; consequently, these assets are not available for future spending, and except 
for Business-type assets, do not generate direct revenue for the Commonwealth. They do represent, however, 
an obligation on the part of the Commonwealth to maintain these assets into the future. Although the 
Commonwealth investment in its capital assets is reported net of related debt, it should be noted that the 
resources needed to repay this debt must be provided from other sources, since most of the capital assets 
themselves cannot be used to liquidate these liabilities. 
The net position in Business-type activities increased by approximately $224 million in fiscal year 2018 when 
compared to fiscal year 2017 (as restated), from approximately a $49.7 million net position at June 30, 2017 to 
approximately a $273.7 million net position at June 30, 2018. The principal reason for the increase in net position 
is related to an increase in U.S. government grants of approximately $472 million in PRHIA. 
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Statements of Activities and Results of Operations 
Condensed financial information of the statements of activities for the years ended June 30, 2018 and 2017 is as 
follows (in thousands): 

 

Governmental Activities Business-type Activities Primary Government

2017 2017 2017

2018 (As restated) 2018 (As restated) 2018 (As restated)

Revenue:

Program revenue:

Charges for services $ 685,576  806,431  1,211,133  1,288,849  1,896,709  2,095,280  

Operating grants and contributions 6,939,623  6,238,213  2,345,463  1,874,790  9,285,086  8,113,003  

Capital grants and contributions 86,205  84,033  —  —  86,205  84,033  

7,711,404  7,128,677  3,556,596  3,163,639  11,268,000  10,292,316  

General revenue:

Taxes 10,967,788  10,498,158  —  —  10,967,788  10,498,158  

Revenue from global tobacco

settlement agreement 77,842  72,266  —  —  77,842  72,266  

Revenue from component units 60,170  75,118  —  —  60,170  75,118  

Other, including earning 

(loss) on investments 254,923  1,193,254  18,270  22,999  273,193  1,216,253  

11,360,723  11,838,796  18,270  22,999  11,378,993  11,861,795  

Total revenue 19,072,127  18,967,473  3,574,866  3,186,638  22,646,993  22,154,111  

Expenses:

General government 1,256,379  4,099,363  —  —  1,256,379  4,099,363  

Public safety 2,091,586  1,899,922  —  —  2,091,586  1,899,922  

Health 3,132,748  2,704,463  —  —  3,132,748  2,704,463  

Public housing and welfare 3,717,727  3,401,413  —  —  3,717,727  3,401,413  

Education 3,232,296  4,666,257  —  —  3,232,296  4,666,257  

Economic development 1,416,995  815,469  —  —  1,416,995  815,469  

Intergovernmental 312,013  397,993  —  —  312,013  397,993  

Interest and other 2,572,119  2,420,007  —  —  2,572,119  2,420,007  

Unemployment insurance —  —  151,281  122,642  151,281  122,642  

Puerto Rico Health Insurance Administration —  —  2,907,650  2,791,508  2,907,650  2,791,508  

Puerto Rico Medical Services Administration —  —  232,484  231,299  232,484  231,299  

Nonmajor proprietary funds —  —  506,392  174,554  506,392  174,554  

Total expenses 17,731,863  20,404,887  3,797,807  3,320,003  21,529,670  23,724,890  

Increase (decrease) in net

position before transfers 1,340,264 (1,437,414) (222,941) (133,365) 1,117,323 (1,570,779)

Transfers (446,931) (724,650) 446,931 724,650 —  —  

Change in net position 893,333 (2,162,064) 223,990 591,285 1,117,323 (1,570,779)

Net position (deficit), beginning of year,

as adjusted (note 4) (73,655,043) (71,492,979) 49,734 (541,551) (73,605,309) (72,034,530)

Net position (deficit), end of year $ (72,761,710) (73,655,043) 273,724 49,734 (72,487,986) (73,605,309)

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 21 of 471



 
COMMONWEALTH OF PUERTO RICO 

Management’s Discussion and Analysis (Unaudited) 
June 30, 2018 

 

 16 

As described above, the Governmental Activities net deficit position decreased from approximately $73.7 billion 
at June 30, 2017 (as restated) to approximately $72.8 billion at June 30, 2018, a decrease of approximately 
$893.3 million. The decrease in total net deficit position is mainly due to a decrease in pension expense related 
to changes in net pension liability, deferred inflow and outflow of resources of approximately $615 million when 
compared with prior year related expense. Approximately 57% of the Governmental Activities’ revenue came 
from taxes, while approximately 37% resulted from grants and contributions (primarily federal financial 
assistance). Charges for services represented approximately 4% of total revenue. The Governmental Activities’ 
expenses cover a range of governmental services. The largest expenses were for public housing and welfare 
21% of total expenses,education 18% of total expenses, general government 7% of total expenses, health 18% 
of total expenses, and public safety 12% of total expenses. In fiscal year 2018, Governmental Activities’ 
expenses, which amounted to approximately $17.7 billion, were funded by approximately $11.4 billion in general 
revenue, and approximately $7.7 billion in program revenue (comprised primarily of federal financial assistance). 
Also, the implementation of Act No. 66-2014, known as the “Government of the Commonwealth of Puerto Rico 
Special Fiscal and Operational Sustainability Act “contributed to a reduction in expenses in areas such as: 

• Reduction in payroll and payroll related expenses. 
• Freeze formula base contributions to the University of Puerto Rico, the Commonwealth’s Judicial Branch and 

the Municipalities. 

• Reduction in education expenses, such as, a reduction in school transportation services, payroll savings on 
account of teacher’s retirement system and no contracting to fill vacancies. 

• Reduction of special appropriations. 

• Elimination of certain subsidies to programs or operations of discretely presented component units. 
Total revenue from Governmental Activities for fiscal year 2018 increased by approximately $104.7 million 
compared to fiscal year 2017. This increase is mainly related to a increase in operating grants and contributions 
and taxes. The Commonwealth suffers from a fiscal, economic and liquidity crisis, an economic recession (which 
commenced in 2006), a high unemployment rate, a population decline, and a high level of debt and 
pension -related obligations. 
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Revenues – Governmental Activities 

 
Expenses – Governmental Activities 
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Business-type activities’ total net position increased by approximately $224 million from the total net position at 
June 30, 2017. Approximately 34% of the Business-type activities total revenue came from charges for services, 
while approximately 66% resulted from grants and contributions (primarily federal financial assistance). Business-
type activities expenses cover a range of services. The largest expenses were for lotteries and Health Insurance 
Administration. In fiscal year 2018, Business-type Activities’ total expenses exceeded revenue by approximately 
$222.9 million. The excess of expenses over revenue in fiscal year 2018 was decreased by net transfers from 
other funds, mainly by the Governmental Activities, amounting to approximately $446.9 million. Total expenses 
increased by approximately $477.8 million in comparison with prior year expenses, since there was no recovery 
of provision of loan losses recognized during fiscal year 2018 in comparison with fiscal year 2017 were a recovery 
of approximately $434.4 million was recognized. 
Governmental Funds 
The governmental funds financial statements provide information on near-term- inflows, outflows, and balances 
of expendable resources. Such information is useful in assessing the Commonwealth’s financing requirements. 
In particular, unassigned fund balance may serve as a useful measure of a government’s net resources available 
for spending at the end of the fiscal year. As of June 30, 2018, the Commonwealth’s governmental funds, which 
include the General Fund, the Debt Service Fund, ERS Special Revenue Fund, the COFINA Special Revenue 
Fund, the COFINA Debt Service Fund, and nonmajor governmental funds, reported a combined ending fund 
balance of approximately $808.9 million. In fiscal year 2018, revenue in these governmental funds exceeded 
expenditures by approximately $211.6 million. However, this excess of revenue over expenditures was offset by 
other financing uses totaling approximately $424.6 million in the governmental funds. For fiscal year 2018, the 
excess of revenue over expenditures increased by approximately $1.5 billion when compared with the prior year, 
primarily as a result of an increase in intergovernmental revenue of approximately $623 million and a reduction 
of approximately $551 million of pension benefits that are being paid by other employers as a result of Act 106-
2017 that changed the pension benefits payment to a PayGo system. 
The General Fund is the chief operating fund of the Commonwealth. At the end of fiscal year 2018, the General 
Fund, which encompasses other financial resources outside the General Fund budget such as federal funds, 
pledged funds, special revenue funds, and agencies with independent treasuries, had a total fund balance of 
approximately $1.4 billion. The fund balance of the Commonwealth’s General Fund increased by approximately 
$1.5 billion as a result of the fiscal year’s change in financial position. The non-payments of general obligation 
bonds due during fiscal year 2018 of approximately $1.1 billion are the main reason for the increase in the fund 
balance. 
The Debt Service Fund is the fund in which the Commonwealth accumulates the resources for the payment of 
the long-term general obligations debt. The net change in fund balance of the debt service fund was 
approximately $1 billion in fiscal year 2018, and the fund deficit at the end of year decreased to approximately 
$1.9 billion at June 30, 2018. Bonds and interest payable during fiscal year 2018 decreased by approximately 
$64 thousand when compared with fiscal year 2017 as a result of the non-payment of general obligation bonds 
due during fiscal year 2018. However, as of the commencement of the Commonwealth’s Title III case on May 3, 
2017, interest stopped accruing on the Commonwealth’s bonds and other indebtedness. Therefore, the 
accounting treatment of the Commonwealth’s accrued interest may have to change after the Commonwealth 
debts are adjusted under a Title III plan of adjustment. 
The ERS Special Revenue Fund is used to account for the unliquidated assets that are pending to be transferred 
to the Commonwealth's General Fund after the legal proceedings under the Title III of PROMESA are completed. 
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The fund balance of the ERS Special Revenue Fund decreased by approximately $52 million in fiscal year 2018, 
decreasing to a fund balance of approximately $1.2 billion at June 30, 2018. 
The COFINA Special Revenue Fund is used to account for and report all financial resources of the Puerto Rico 
Sales Tax Financing Corporation (COFINA). The fund balance of the COFINA Special Revenue Fund decreased 
by approximately $167 thousand in fiscal year 2018, decreasing to a fund balance of approximately $6.2 million 
at June 30, 2018. The COFINA Debt Service Fund is used to account for the Commonwealth sales tax revenue 
being deposited in the Dedicated Sales Tax Fund for the payment of interest and principal on long-term 
obligations of COFINA. The fund balance of the COFINA Debt Service Fund increased by approximately 
$4.5 million during fiscal year 2018, to approximately $306.9 million at June 30, 2018. COFINA had its debts 
adjusted under the COFINA Plan of Adjustment pursuant to Title III of PROMESA. 
Proprietary Funds 
The Commonwealth’s enterprise funds provide the same type of information presented in the business-type 
activities in the government-wide financial statements, but in more detail. The Unemployment Insurance Fund’s 
total net position balance increased from approximately $536.5 million at June 30, 2017 to approximately 
$566.1 million at June 30, 2018, an increase of approximately $29.6 million in one year. Expenses from the fund 
for unemployment benefits increased by approximately $28.6 million, as compared to fiscal year 2017. 
The PRHIA enterprise fund total net position increased from a deficit of approximately $7.3 million at June 30, 
2017 (as restated) to a net position of approximately $202.2 million at June 30, 2018, an increase of 
approximately $209.5 million. Expenses from the fund for medical premiums and claims increased by 
approximately $102.2 million, as compared to fiscal year 2017. 
The PRMeSA enterprise fund net position increased from a deficit of approximately $961.3 million at June 30, 
2017 (as restated) to a deficit of approximately $993 million at June 30, 2018, an increase of approximately 
$31.7 million. During fiscal years 2018 and 2017 the fund has experienced operating losses of approximately 
$96 million and $87 million, respectively. 
General Fund Budgetary Highlights 
The Commonwealth Constitution requires the Governor of Puerto Rico (the Governor) to submit a balanced 
budget that contains a plan of expenditures for the ensuing fiscal year and identifies the anticipated revenues 
and other resources enough to meet the proposed expenditures. The Commonwealth adopts an annual 
appropriations budget for its General Fund. A budgetary comparison schedule has been provided on page 265 
as required supplementary information for the General Fund to demonstrate compliance with this budget. The 
schedule of revenue and expenditures – budget and actual – budgetary basis – General Fund presents only the 
information for the General Fund for which there is a legally adopted budget, as required by U.S. GAAP. 
Total General Fund actual revenue on a budgetary basis for fiscal year 2018 was approximately $9.6 billion 
(excluding other financing sources), representing an increase of approximately $110.2 million, or 1.2%, from 
original budgeted revenue and an increase of approximately $400 million or 4% from actual revenue of 
approximately $9.2 billion for fiscal year 2017. 
Total General Fund actual expenditures on a budgetary basis for fiscal year 2018 were approximately $9.1 billion, 
representing a decrease of approximately $471 million or 5% from original budgeted expenses and an increase 
of approximately $465 million or 5% from actual expenditures of approximately $8.6 billion for fiscal year 2017. 
For fiscal year 2018, the budgeted excess of revenue over expenditures (budgetary basis) was approximately 
$511 million, consisting of the difference between total actual revenue of approximately $9.6 billion and total 
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actual expenditures of approximately $9.1 billion. For fiscal year 2017, the excess of revenue over expenditures 
(budgetary basis) was approximately $577 million, consisting of the difference between total actual revenue of 
approximately $9.2 billion and total actual expenditures of approximately $8.7 billion. The budgeted excess of 
revenue over expenditures (budgetary basis) for fiscal year 2018 decreased by approximately $66 million when 
compared to the surplus of fiscal year 2017 and decreased by approximately $251 million when compared to the 
excess of revenue over expenditures (budgetary basis) of approximately $726 million in fiscal year 2016. 
For fiscal year 2018, the total excess of revenue over expenditures in the General Fund (budgetary basis) was 
approximately $511 million. It consisted of the difference between actual revenue of approximately $9.6 billion 
(excluding other financing sources), less of total expenditures of approximately $9.1 billion. This surplus of 
approximately $511 million in the General Fund (budgetary basis) differs from the excess of revenue over 
expenditures in the General Fund on a modified accrual basis (U.S. GAAP) of approximately $2.3 billion, which 
was offset by approximately $489.1 million in other financing uses, principally consisting of transfers to other 
funds, for a resulting net increase in fund balances of approximately $1.8 billion for the fiscal year 2018. The 
variance between the U.S. GAAP and budgetary basis deficiency results from differences in the basis of 
accounting, and perspective differences between budgetary reporting versus those established by U.S. GAAP 
and followed in these basic financial statements. Examples of such differences include: (i) recognition of 
proceeds of long-term- debt issued as other financing sources, (ii) recognition of receivables (revenue) for 
reimbursements of expenses allocated to federal funds, (iii) the recognition of revenue and expenditures of 
entities with independent treasuries, (iv) expenditures incurred in nonbudgetary funds (special revenue funds, 
internal revenue funds, and other funds), which were not included in the General Fund Budget, and (v) timing 
differences in basis of accounting such as (a) the recognition of receivables on income and corporate taxes and 
(b) recognition of expenditure accruals. A reconciliation is presented on page 269 in the notes to required 
supplementary information section. The Commonwealth’s ability to continue reducing the deficit will depend in 
part on its ability to continue raising revenues and reducing expenditures and debt obligations in the face of 
economic uncertainties. 
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The following information is presented to assist the reader in comparing the final amended budget and the actual 
results. 

Actual Revenue – General Fund 
Budgetary Basis 

Year ended June 30, 2018 
(In thousands) 
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Actual Expenditures – General Fund 
Budgetary Basis 

Year ended June 30, 2018 
(In thousands) 

 
For more than a decade, the Commonwealth has had deficiencies of revenues under expenditures (including 
debt service payments) that were mainly funded through issuances of bonds and lines of credit. 
Capital Assets and Debt Administration 
Capital Assets 
The following is a summary schedule of the Primary Government’s capital assets (in thousands): 
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2017 2017
2018 (as restated) 2018 2017 2018 (as restated)

Land $ 934,570   933,883   36,005   36,005   970,575   969,888   
Construction in progress 1,137,845   1,094,488   —    —    1,137,845   1,094,488   
Buildings and building improvements, net 5,516,203   5,885,926   38,764   40,532   5,554,967   5,926,458   
Equipment, furniture, fixtures, vehicles
 and software, net 185,754   177,152   17,396   13,109   203,150   190,261   
Infrastructure, net 396,994   407,819   —    —    396,994   407,819   

Total capital assets $ 8,171,366   8,499,268   92,165   89,646   8,263,531   8,588,914   

Governmental Business-type Total
activities activities Primary Government
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The Commonwealth’s investment in capital assets for its Governmental Activities and Business-type activities as 
of June 30, 2018 amounted to approximately $14 billion, less accumulated depreciation and amortization of 
approximately $5.7 billion, resulting in a book value of approximately $8.3 billion. Capital assets include land, 
constructions in progress, buildings, building improvements, equipment, and infrastructure. Capital assets 
included in the Governmental Activities column are principally owned by blended component units (e.g., PBA and 
PRIFA) and are primarily of value only to the Commonwealth, such as public schools, roads, and buildings used 
for governmental services. Depreciation and amortization expense for its Governmental Activities and Business-
type activities amounted to approximately $316 million for the year ended June 30, 2018. 
Other infrastructure assets, such as highways, bridges, toll road facilities, water and sewer systems, electricity 
production, transmission and distribution systems, and similar assets, are owned by discretely presented 
component units. 
Additional information on the Commonwealth’s capital assets can be found in Note 11 to the basic financial 
statements that accompany this report. 
Debt Administration – Primary Government 
The Commonwealth has incurred long-term debt financing and other obligations, including lease/purchases and 
contractual obligations where the Commonwealth’s legal obligation to make payments is typically subject to and 
paid from annual appropriations made by the Legislature of Puerto Rico (the Legislature) of the Commonwealth. 
For example, the debts reported by most blended component units, by Business-type activities and certain 
discretely presented component units are supported, directly or indirectly, by payments from resources from the 
Commonwealth’s Governmental Activities. 
At June 30, 2018, the Primary Government’s bonds and notes outstanding amounted to approximately 
$44 billion, and the discretely presented component units’ bonds and notes outstanding amounted to 
approximately $23.8 billion.  
General obligation bonds are backed by the full faith, credit, and taxing power of the Commonwealth. The 
Constitution of the Commonwealth authorizes the contracting of debts as determined by the Legislature. 
Nevertheless, Section 2, Article VI of the Constitution of the Commonwealth provides that direct obligations of 
the Commonwealth evidenced by bonds or notes and backed by the full faith, credit, and taxing power of the 
Commonwealth should not be issued if the amounts of the principal of and interest on such bonds and notes and 
on all such bonds and notes issued thereafter, which are payable in any fiscal year, together with any amount 
paid by the Commonwealth in the preceding fiscal year of such proposed issuance on account of bonds or notes 
guaranteed by the Commonwealth, exceed 15% of the average annual revenue raised under the provisions of 
Commonwealth legislation and deposited into the Treasury (hereinafter internal revenue) in the two fiscal years 
preceding the fiscal year of such proposed issuance. Section 2, Article VI of the Constitution of the 
Commonwealth does not limit the amount of debt that the Commonwealth may guarantee as long as the 
Commonwealth is in compliance with the 15% limitation at the time of issuance of such guaranteed debt. Internal 
revenue consists principally of income taxes, sales and use tax, property taxes, and excise taxes. The validity 
and priority of the Commonwealth’s general obligation bonds is the subject of actual and possible litigation in the 
case filed under Title III of PROMESA by the Oversight Board (as defined herein) on behalf of the Commonwealth. 
Certain revenue, such as federal excise taxes on offshore shipments of alcoholic beverages and tobacco 
products and customs duties, which are collected by the United States government and returned to the 
Commonwealth, and motor vehicle fuel taxes, crude oil and derivative products excise taxes and license fees, 
which are conditionally allocated to the Puerto Rico Highways Transportation Authority (PRHTA), a discretely 
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presented component unit, are not included as revenues for the purpose of calculating the debt limit, although 
they may be available for the payment of debt service. Certain of these revenues are subject to ongoing litigation. 
For additional information on the current status of this litigation, refer to Note 17. In addition, the portion of sales 
and use tax conditionally allocated to COFINA is not included as internal revenues consistent with the legislation 
creating COFINA, which transfers ownership of such portion of the sales and use tax to COFINA and provides 
that such portion is not “available resources” under the constitutional provisions relating to the payment of debt 
service. Issues related to this matter were resolved under the COFINA Plan of Adjustment. 
Debt of certain discretely presented component units (other than bond anticipation notes) such as PREPA and 
PRASA is supported by operating revenue. However, the debt of certain blended and discretely presented 
component units is supported, in whole or in part, directly or indirectly, by Commonwealth appropriations or 
conditionally allocated taxes. 
Additional information on the Commonwealth’s long-term debt can be found in Note 13 to the accompanying 
basic financial statements. 
As a direct result of the economic crisis facing the Commonwealth, Act No. 21-2016, known as the Puerto Rico 
Emergency Moratorium and Rehabilitation Act (as amended, the Moratorium Act) was enacted on April 6, 2016. 
Pursuant to the Moratorium Act, the Governor issued a series of executive orders declaring an emergency period, 
a debt payment moratorium and various other measures with respect to certain obligations of the Commonwealth 
and several of its instrumentalities. Pursuant to these executive orders, certain Commonwealth entities have 
either: (i) not made debt service payments, (ii) made debt service payments with funds on deposit with the 
trustees of their bonds, and/or (iii) not received or transferred certain revenues. Subsequent to the filing of the 
Commonwealth’s Title III case on May 3, 2017, such payments have not been made due to applicable provisions 
of PROMESA. Litigation regarding these revenues is ongoing in the Commonwealth’s Title III case. 
The following paragraphs detail the amount of debt service not paid: 

PFC Bonds 
On July 15, 2015, the Puerto Rico Public Finance Corporation (PFC) filed a notice with Electronic Municipal 
Market Access (EMMA) indicating that the Legislature had not included in the approved budget for fiscal year 
2016 the funds necessary to pay principal and interest on all outstanding PFC bonds. Such appropriation is 
the sole source of payment of principal and interest on PFC bonds. The first payment of debt service on PFC 
bonds for fiscal year 2016 came due on August 3, 2015, on which date PFC made a partial payment of 
interest in the amount of $628 thousand (of the approximately $58 million payment due on that date) from 
funds held by PFC representing funds remaining from prior legislative appropriations. From August 3, 2015 
through May 31, 2021, PFC has not made several debt service payments on its bonds in the total aggregate 
amount of approximately $519.7 million. 
General Obligation (GO) Bonds 
On July 1, 2016, approximately $1.1 billion of principal and interest payments were due on the 
Commonwealth’s general obligation bonds. Of this amount, the Commonwealth paid approximately 
$351.9 million (leaving approximately $778.8 million unpaid). The $351.9 million payment consisted of funds 
held in escrow accounts ($314.4 million in principal amounts plus $37.5 million from existing capitalized 
interest thereon). From July 1, 2016 through May 31, 2021, the Commonwealth has not made several debt 
payments on its general obligation bonds in the total aggregate amount of approximately $5.5 billion. 
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PBA Bonds 
On July 1, 2016, of the approximately $187 million of debt service payments due on the PBA outstanding 
revenue bonds (consisting of approximately $86.1 million in principal and $100.9 million in interest), all was 
paid except principal of $25.2 million. Of the outstanding bonds debt service requirements due from August 1, 
2016, through May 31, 2021, PBA has not made several debt payments on bonds in the total aggregate 
amount of approximately$1.3 billion. 
PRIFA Bonds 
On January 1, 2016, of the approximately $35.9 million debt service payments (all interest) due on the PRIFA 
bonds, almost all remained unpaid except $14.4 thousand. Since January 1, 2016, PRIFA has not made 
several debt service payments on its bonds in the total aggregate amount of approximately $726.5 million, 
except principal of $100 thousand and interest of $1.1 million. 
Port of the Americas (PAA) Bond Purchase Agreement with GDB 
The PAA Bond Purchase Agreement with GDB remains unpaid in the aggregate amount of principal and 
interest of approximately $145.9 million. 

Going Concern, Liquidity Risk and Fiscal Plan 
Going Concern and Liquidity Risk 
The Commonwealth is in the midst of a fiscal, economic and liquidity crisis, the culmination of many years of 
governmental deficits, an economic recession (which commenced in 2006), a high unemployment rate, a 
population decline, and high levels of debt and pension related obligations. As the Commonwealth’s tax base 
has shrunk and its revenues have been affected by prevailing economic conditions, health care, pension and 
debt service costs have become an increasing portion of the General Fund budget, which has resulted in reduced 
funding available for other essential services. The Commonwealth’s level of debt and unfunded pension liabilities 
and the resulting required allocation of revenues to service debt and pension obligations have contributed to 
budget deficits during the past several years, which deficits the Commonwealth has financed, further increasing 
the amount of its debt. These matters and the Commonwealth’s liquidity constraints, among other factors, have 
affected its credit ratings and its ability to obtain financing at reasonable interest rates. As a result, the 
Commonwealth had relied on short-term financings and interim loans from the GDB, and other instrumentalities 
of the Commonwealth, which reliance has constrained the liquidity of the Commonwealth in general and GDB 
and increased near-term refinancing risk. These factors have also resulted in delays in the repayment by the 
Commonwealth and its discretely presented component units of outstanding GDB lines of credit, which delays 
have limited GDB’s ability to continue providing financing to the Commonwealth and have caused GDB to fail to 
make principal payment on its debts obligations. Similarly, and pursuant to a series of legislations and executive 
orders issued during fiscal year 2016 and 2017, the Commonwealth and certain other public corporations also 
failed to make the debt service payments on some of its debts as they became due, including the general 
obligation bonds of the Commonwealth. GDB ceased its operations on March 23, 2018 and, underwent a 
consensual restructuring of its debts under Title VI of PROMESA in 2018, and is winding down its operations. 
In response to the Commonwealth’s current fiscal crisis, the United States Congress enacted the Puerto Rico 
Oversight, Management and Economic Stability Act (codified under 48 U.S.C. §§ 2101-2241) (PROMESA) on 
June 30, 2016. In general terms, PROMESA seeks to provide the Commonwealth with fiscal and economic 
discipline through, among other things: (i) the establishment of the Oversight Board, whose responsibilities 
include the certification of fiscal plans and budgets for the Commonwealth and its related entities; (ii) a temporary 
stay of all creditor lawsuits; and (iii) two alternative methods to adjust unsustainable debt: (a) a voluntary debt 
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modification process under Title VI of PROMESA, which establishes a largely out-of-court debt restructuring 
process through which modifications to financial debt can be accepted by a supermajority of creditors; and (b) a 
bankruptcy-type proceeding under Title III of PROMESA, which establishes an in -court debt restructuring 
process substantially based upon incorporated provisions of the U.S. Bankruptcy Code (11 U.S.C. §§ 101, et 
seq.). For additional information on the key elements of PROMESA and the Title III cases, refer to Note 3. For 
additional information on the civil actions related to the Title III cases and other litigation contingencies, refer to 
Note 17. 
The risks and uncertainties facing the Commonwealth, together with other factors, have led management to 
conclude that there is substantial doubt as to the ability of the Commonwealth to continue as a going concern. 
Fiscal Plan 
Pursuant to PROMESA and the requirements imposed by the Oversight Board, on April 23, 2021, the Oversight 
Board certified the Board Fiscal Plan for the Commonwealth. The Oversight Board’s Fiscal Plan commits to fiscal 
responsibility and implements specific revenue enhancements and targeted expenditure reductions to return 
Puerto Rico to fiscal stability and economic growth. For additional information regarding the Board Fiscal Plan, 
refer to Note 2. 
Currently Known Facts 
The following is a summary description of currently known facts, decisions, and conditions that have had, or are 
expected to have, an impact on the Commonwealth’s financial position and results of operations. For additional 
information and further detail, refer to Note 23. 

Proposed Title III Joint Plan of Adjustment 
On May 12, 2021, the Oversight Board announced that it filed the third amended Plan of Adjustment that 
reflects agreements reached with creditors after filing the second amended Plan of Adjustment on March 8, 
2021. The Plan of Adjustment is anticipated to reduce the debt of the Commonwealth of Puerto Rico to 
affordable and sustainable levels. The plan reduces the Commonwealth’s debt from approximately $35 billion 
in outstanding claims by approximately 80% to $7.4 billion in future debt and reduces the Commonwealth’s 
total debt service payments (including COFINA senior bonds) by more than 60%, from approximately $90.4 
billion to approximately $34.1 billion, saving Puerto Rico almost approximately $60 billion in debt service 
payments. 
On February 5, 2019, the plan of adjustment of COFINA was confirmed by the U.S. District Court for the 
District of Puerto Rico and became effective on February 12, 2019. Pursuant to the approval of the plan of 
adjustment, COFINA issued new sales tax revenue bonds in the aggregate amount of approximately 
$12 billion, and its total outstanding debt was reduced by approximately 32 percent. 
Bonds Credit Rating  
On February 8, 2019 Moody’s upgraded COFINA’s current senior lien- sales tax revenue bonds to Caa3 from 
Ca. The upgrade reflects recovery expectations in line with the Caa3 rating based on detail in the COFINA’s 
Plan of Adjustment. Upon the effective date of the COFINA Plan of Adjustment on February 12, 2019, 
COFINA’s senior- and junior lien bonds were extinguished, and bond holders received New COFINA Bonds 
as provided for in the COFINA Plan of Adjustment. The New COFINA Bonds are not currently rated. 
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Earthquakes 
On January 7, 2020, Puerto Rico was struck by a 6.4 magnitude earthquake causing damages to 
infrastructure, an island wide- power outage, water shortages and threatening the lives of its people. On 
January 11, 2020, the Governor authorized the appropriation of approximately $12 million of the Emergency 
Fund to be distributed equally between the municipalities of Gúanica, Guayanilla, Peñuelas, Ponce, Utuado 
and Yauco to be used exclusively for damages and mitigation related to the emergency. 
A preliminary assessment of the damages caused by the earthquake and subsequent aftershocks, calculated 
by the United States Geological Survey, estimated total economic damages ascending to approximately 
$836 million. 
COVID-19 Pandemic 
On March 11, 2020, the World Health Organization declared the Coronavirus disease (“COVID19”) as a 
global pandemic. As a result of the health threat and to contain the virus spread across the island, Governor 
Váquez Garced issued an executive order on March 12, 2020, declaring a state of emergency in Puerto Rico 
to concentrate all efforts and implement necessary measures to safeguard the health, wellbeing and public 
safety of the citizens of Puerto Rico. The executive order authorized the Commonwealth’s Secretary of the 
Treasury and the Director of the Office of Management and Budget of the Commonwealth (PROMB) to set 
up a special budget, from any available funds, including the Emergency Fund, to cover all necessary costs 
for the containment of the virus throughout the island and sharing information with the municipalities. The 
impact has been preliminarily estimated at approximately $4 billion. As a direct result of the COVID19 
pandemic, the Commonwealth Management has estimated a reduction of revenue collections of 
approximately $1.6 billion. 
Revolving Funds for the Reconstruction of Puerto Rico 
On November 18, 2020 Joint Resolution 85 was approved by the Legislature in order to establish a revolving 
fund in the amount of $750 million to advance funding for permanent work projects under the Public 
Assistance Program of the Federal Emergency Management Agency (FEMA). This funds will allow 
municipalities and other state dependencies to access much needed funding to develop permanent 
reconstruction works. Funding may be used specifically for reconstruction projects needed as a result of 
recent disasters, such as, the passage of Hurricanes Irma and María, and the earthquakes. 

Requests for Information 
This financial report is designed to provide a general overview of the Commonwealth’s finances for all of the 
Commonwealth’s residents, taxpayers, customers, investors, and creditors. This financial report seeks to 
demonstrate the Commonwealth’s accountability for the money it receives. Questions concerning any of the 
information provided in this report or requests for additional information should be addressed to: Department of 
the Treasury of the Commonwealth of Puerto Rico, Área de Contabilidad Central, P.O. Box 9024140, San Juan, 
PR 00902. 
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(In thousands)

Primary government
Business- Totals

Governmental type primary Component
activities activities government units

Assets:
Cash and cash equivalents in commercial banks $ 3,602,192  270,917  3,873,109  1,674,594  
Cash and cash equivalents in governmental banks 2,201  3  2,204  5,520  
Investments 188,145  —  188,145  1,506,593  
Collateral from securities lending transactions —  —  —  11,224  
Receivables – net:

Income and excise taxes 1,880,895  —  1,880,895  —  
Sales and use tax receivable 61,792  —  61,792  —  
Insurance premium —  4,299  4,299  45,034  
Intergovernmental 643,187  511,432  1,154,619  541,266  
Accounts 28,932  77,941  106,873  789,128  
Loans 671,424  —  671,424  2,312,309  
Accrued interest 6,177  930  7,107  74,703  
Other 222,446  1,725  224,171  205,170  

Due from – net :
Primary government —  —  —  75,426  
Component units 526,517  1,121  527,638  200,398  
Other governmental entities 134,014  —  134,014  53,576  
Internal balances (74,984) 74,984  —  —  

Inventories 14,149  —  14,149  351,968  
Prepaid expenses 24,986  —  24,986  52,842  
Other assets 13,888  25,373  39,261  23,304  
Restricted assets:

Cash and cash equivalents in commercial banks 1,253,560  49,297  1,302,857  869,411  
Cash and cash equivalents in governmental banks 208  19  227  4,650  
Cash and cash equivalents under the custody of U.S. Treasury —  581,377  581,377  —  
Sales and use tax receivable 74,726  —  74,726  —  
Insurance premium – net —  61,838  61,838  —  
Loans receivable from component units —  456,678  456,678  —  
Investments 1,324,317  26,818  1,351,135  1,278,360  
Other 520  18,455  18,975  43,095  

Real estate held for sale or future development 44,211  —  44,211  247,989  
Capital assets:

Land and other nondepreciable 2,072,415  36,005  2,108,420  4,299,352  
Depreciable, net 6,098,951  56,160  6,155,111  23,861,695  

Total assets 18,814,869  2,255,372  21,070,241  38,527,607  

Deferred outflows of resources:
Accumulated decrease in fair value of hedging derivatives 65,954  —  65,954  31,486  
Loss on bonds refunding 351,272  —  351,272  152,612  
Other postemployment benefits related 92,134  1,356  93,490  44,139  
Pension related 7,049,638  241,042  7,290,680  2,948,004  

Total deferred outflows of resources 7,558,998  242,398  7,801,396  3,176,241  
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COMMONWEALTH OF PUERTO RICO

Statement of Net Position

June 30, 2018

(In thousands)

Primary government
Business- Totals

Governmental type primary Component
activities activities government units

Liabilities:
Accounts payable and accrued liabilities 1,739,635  129,539  1,869,174  2,545,634  
Deposits and escrow liabilities —  —  —  3,434,276  
Tax refunds payable 597,128  —  597,128  —  
Due to:

Primary government —  —  —  1,369,344  
Component units 135,191  82,724  217,915  3,178,551  
Other governmental entities 144,735  81,841  226,576  200,701  

Securities lending obligations and reverse repurchase agreements —  —  —  11,224  
Interest payable 3,605,763  111,282  3,717,045  2,469,739  
Grant advances 8,330  —  8,330  —  
Unearned revenue 27,052  33,083  60,135  149,418  
Hedging derivatives instruments – interest rate swaps 65,954  —  65,954  31,486  
Notes payable to GDB 1,700  —  1,700  —  
Tax revenue anticipation notes 400,000  —  400,000  —  
Liabilities payable within one year:

Commonwealth appropriation bonds 90,436  —  90,436  11,462  
General obligations and revenue bonds 1,662,648  —  1,662,648  1,590,670  
Notes payable to component units 468,630  82,667  551,297  —  
Note payable to financial institution 14,258  —  14,258  2,544,931  
Capital leases 9,573  —  9,573  1,586  
Compensated absences 193,372  9,475  202,847  102,156  
Obligation for unpaid lottery prizes —  91,612  91,612  —  
Voluntary termination benefits 92,763  1,384  94,147  23,333  
Net pension liability 663,584  —  663,584  —  
Total other postemployment benefit liability 92,134  1,356  93,490  44,139  
Liability for insurance benefits —  175,187  175,187  741,388  
Other long-term liabilities 204,467  2,086  206,553  66,224  

Liabilities payable after one year:
Commonwealth appropriation bonds 478,956  —  478,956  516,449  
General obligations and revenue bonds 38,749,557  —  38,749,557  16,716,927  
Bond purchase agreement with GDB 225,534  —  225,534  —  
Notes payable to component units 1,918,791  403,892  2,322,683  —  
Notes payable to financial institutions 9,506  —  9,506  2,403,423  
Liability under guaranteed obligation 392,343  —  392,343  —  
Capital leases 282,160  —  282,160  24,944  
Compensated absences 298,294  6,692  304,986  255,429  
Obligation for unpaid lottery prizes —  73,012  73,012  —  
Voluntary termination benefits 612,364  4,796  617,160  105,914  
Net pension obligation —  —  —  20,415  
Net pension liability 38,093,203  819,278  38,912,481  12,714,963  
Total other postemployment benefit liability 1,157,744  15,846  1,173,590  791,460  
Other long-term liabilities 1,480,196  2,142  1,482,338  846,259  

Total liabilities 93,916,001  2,127,894  96,043,895  52,912,445  

Deferred inflows of resources:
Service concession arrangements —  —  —  1,776,310  
Gain on bonds refunding 110,482  —  110,482  —  
Other post employment benefits related 535  —  535  26,529  
Pension related 5,108,559  96,152  5,204,711  1,123,620  

Total deferred inflows of resources 5,219,576  96,152  5,315,728  2,926,459  

Net position:
Net investment in capital assets 2,189,585  71,739  2,261,324  5,747,622  
Restricted for:

Capital projects 72,058  —  72,058  255,060  
Debt service 152,996  —  152,996  140,763  
Emergency services —  6,268  6,268  —  
Lending activities —  468,099  468,099  —  
Payment of insurance benefits —  595,782  595,782  —  
Public housing and welfare —  —  —  24,253  
Student loans and other educational purposes —  —  —  108,851  
Other 486,707  —  486,707  291,747  

Unrestricted (deficit) (75,663,056) (868,164) (76,531,220) (20,703,352) 

Total net position $ (72,761,710) 273,724  (72,487,986) (14,135,056) 

See accompanying notes to basic financial statements.
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COMMONWEALTH OF PUERTO RICO

Statement of Activities

Year ended June 30, 2018

(In thousands)

Program revenue Net (expense) revenue and changes in net position
Charges Operating Capital Primary government

for grants and grants and Governmental Business-type Component
Functions Expenses services contributions contributions activities activities Total units

Primary government:
Governmental activities:

General government $ 1,256,379  215,266  772,201  —  (268,912) —  (268,912) —  
Public safety 2,091,586  133,525  78,377  —  (1,879,684) —  (1,879,684) —  
Health 3,132,748  220,272  2,080,913  —  (831,563) —  (831,563) —  
Public housing and welfare 3,717,727  6,335  2,869,694  86,205  (755,493) —  (755,493) —  
Education 3,232,296  1,102  820,058  —  (2,411,136) —  (2,411,136) —  
Economic development 1,416,995  109,076  318,380  —  (989,539) —  (989,539) —  
Intergovernmental 312,013  —  —  —  (312,013) —  (312,013) —  
Interest and other 2,572,119  —  —  —  (2,572,119) —  (2,572,119) —  

Total governmental activities 17,731,863  685,576  6,939,623  86,205  (10,020,459) —  (10,020,459) —  

Business-type activities:
Unemployment insurance 151,281  210,471  636  —  —  59,826  59,826  —  
Puerto Rico Health Insurance Administration 2,907,650  215,043  2,338,663  —  —  (353,944) (353,944) —  
Puerto Rico Medical Services Administration 232,484  116,522  —  —  —  (115,962) (115,962) —  
Nonmajor proprietary funds 506,392  669,097  6,164  —  —  168,869  168,869  —  

Total business-type activities 3,797,807  1,211,133  2,345,463  —  —  (241,211) (241,211) —  

Total primary government $ 21,529,670  1,896,709  9,285,086  86,205  (10,020,459) (241,211) (10,261,670) —  
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COMMONWEALTH OF PUERTO RICO

Statement of Activities

Year ended June 30, 2018

(In thousands)

Program revenue Net (expense) revenue and changes in net position
Charges Operating Capital Primary government

for grants and grants and Governmental Business-type Component
Functions Expenses services contributions contributions activities activities Total units

Component units:
Government Development Bank for Puerto Rico $ 471,418  139,756  178,453  —  —  —  —  (153,209) 
Puerto Rico Highways and Transportation Authority 1,117,155  210,068  20,602  92,314  —  —  —  (794,171) 
Puerto Rico Electric Power Authority 5,198,324  2,551,622  1,071,677  35,010  —  —  —  (1,540,015) 
Puerto Rico Aqueduct and Sewer Authority 1,502,955  1,085,005  —  104,504  —  —  —  (313,446) 
University of Puerto Rico 1,531,775  199,726  292,913  —  —  —  —  (1,039,136) 
State Insurance Fund Corporation 548,354  636,473  —  —  —  —  —  88,119  
Nonmajor component units 1,329,897  689,736  180,119  3,035  —  —  —  (457,007) 

Total component units $ 11,699,878  5,512,386  1,743,764  234,863  —  —  —  (4,208,865) 

General revenue:
Income taxes 4,835,861  —  4,835,861  —  
Sales and use tax 2,354,290  —  2,354,290  —  
Excise taxes 3,641,000  —  3,641,000  421,714  
Other taxes 136,637  —  136,637  —  
Revenue from global tobacco settlement agreement 77,842  —  77,842  —  
Revenue from State Insurance Fund Corporation 38,744  —  38,744  —  
Revenue from Puerto Rico Tourism Company 21,426  —  21,426  —  
Grants and contributions not restricted to specific programs 90,602  —  90,602  4,055  
Revenue from primary government —  —  —  1,069,191  
Unrestricted investment (losses) earnings – net 38,387  17,799  56,186  87,211  
Other 125,934  471  126,405  —  

Transfers (446,931) 446,931  —  —  

Total general revenue and transfers 10,913,792  465,201  11,378,993  1,582,171  

Change in net position 893,333  223,990  1,117,323  (2,626,694) 

Net position:
At beginning of year, as previously reported (71,129,600) 69,269  (71,060,331) (12,085,936) 
Correction of errors, change in reporting entity and adoption of new 

accounting pronouncements (note 4) (2,525,443) (19,535) (2,544,978) 577,574  

Net position (deficit) – beginning of year, as restated (73,655,043) 49,734  (73,605,309) (11,508,362) 

Net position (deficit) – end of year $ (72,761,710) 273,724  (72,487,986) (14,135,056) 

See accompanying notes to basic financial statements.
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COMMONWEALTH OF PUERTO RICO

Balance Sheet – Governmental Funds

June 30, 2018

(In thousands)

ERS COFINA COFINA
Debt special special debt Nonmajor Total

General service revenue revenue service governmental governmental

Assets:
Cash and cash equivalents in commercial banks $ 3,224,937  —  135,970  6,373  —  234,912  3,602,192  
Cash and cash equivalents in governmental banks 2,133  —  —  —  —  68  2,201  
Investments 102,055  —  84,001  —  —  2,089  188,145  
Receivables – net:

Income and excise taxes 1,880,895  —  —  —  —  —  1,880,895  
Sales and use tax receivable 61,792  —  —  —  —  —  61,792  
Intergovernmental 641,726  —  —  —  —  1,461  643,187  
Accounts 26,026  —  —  —  —  2,906  28,932  
Loans —  —  417,549  —  —  253,875  671,424  
Accrued interest 5,739  —  —  —  391  47  6,177  
Other 136,674  —  18,661  —  1,645  65,466  222,446  

Due from – net:
Other funds 57,388  —  149,706  —  —  133  207,227  
Component units 525,224  —  —  —  —  1,293  526,517  
Other governmental entities 113,851  —  —  —  —  915  114,766  

Other assets 12,432  —  —  —  —  1,456  13,888  
Restricted assets:

Cash and cash equivalents in commercial banks 221,484  408,419  357,178  —  76,257  190,222  1,253,560  
Cash and cash equivalents in governmental banks —  —  —  —  —  208  208  
Sales and use tax receivable —  —  —  —  74,726  —  74,726  
Investments 31,868  —  —  —  1,184,350  108,099  1,324,317  
Due from other funds —  —  —  —  —  167,827  167,827  
Due from other governmental entities —  —  —  —  —  19,248  19,248  
Other assets —  —  —  —  —  520  520  

Real estate held for sale or future development —  —  —  —  —  1,854  1,854  

Total assets $ 7,044,224  408,419  1,163,065  6,373  1,337,369  1,052,599  11,012,049  

Liabilities, deferred inflow of resources, and
fund balances (deficit):
Liabilities:

Accounts payable and accrued liabilities $ 1,547,946  —  45,513  196  117  145,598  1,739,370  
Tax refunds payable 597,128  —  —  —  —  —  597,128  
Due to:

Other funds 99,146  —  —  —  301,321  49,571  450,038  
Component units 127,066  —  —  —  —  8,125  135,191  
Other governmental entities 135,799  —  —  —  —  8,936  144,735  

Interest payable 103,003  1,454,476  —  —  710,248  515,197  2,782,924  
Grant advances 8,330  —  —  —  —  —  8,330  
Unearned revenue 26,101  —  —  —  —  951  27,052  
Notes payable to GDB 293,459  —  —  —  —  110,976  404,435  
Tax revenue anticipation notes 400,000  —  —  —  —  —  400,000  
Commonwealth appropriation bonds 67,793  —  —  —  —  281  68,074  
General obligation and revenue bonds —  843,055  —  —  18,745  275,963  1,137,763  
Compensated absences —  —  —  —  —  620  620  
Voluntary termination benefits payable 46  —  —  —  —  —  46  
Net pension liability 663,584  —  —  —  —  —  663,584  
Other liabilities 70,000  —  —  —  —  5,052  75,052  

Total liabilities 4,139,401  2,297,531  45,513  196  1,030,431  1,121,270  8,634,342  

Deferred inflows of resources:
Unavailable income taxes 1,336,240  —  —  —  —  —  1,336,240  
Intergovernmental grants and contributions 83,355  —  —  —  —  —  83,355  
Developer fees 112,319  —  —  —  —  —  112,319  
Global tobacco settlement agreement —  —  —  —  —  36,857  36,857  

Total deferred inflows of resources 1,531,914  —  —  —  —  36,857  1,568,771  

Fund Balances:
Nonspendable —  —  —  —  —  127  127  
Spendable:

Restricted 105,976  —  1,117,552  —  306,938  694,762  2,225,228  
Committed —  —  —  —  —  11,997  11,997  
Assigned 6,176  —  —  6,177  —  38,481  50,834  
Unassigned (deficit) 1,260,757  (1,889,112) —  —  —  (850,895) (1,479,250) 

Total fund balances (deficit) 1,372,909  (1,889,112) 1,117,552  6,177  306,938  (105,528) 808,936  

Total liabilities, deferred inflow of
resources, and fund balances (deficit) $ 7,044,224  408,419  1,163,065  6,373  1,337,369  1,052,599  11,012,049  

See accompanying notes to basic financial statements.
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COMMONWEALTH OF PUERTO RICO

Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position

June 30, 2018

(In thousands)

Total fund balances (deficit) of governmental funds $ 808,936  
Amounts reported for governmental activities in the statement of net position are different than the

amounts reported in the governmental funds because:
Inventories and prepaid expenses that are not reported in governmental funds and are

reported in the statement of net position 39,135  
Deferred outflows of resources reported in governmental activities but not in governmental funds

Accumulated decrease in fair value of hedging derivatives 65,954  
Loss on bonds refunding 351,272  
Other postemployment benefits related 92,134  
Pension related 7,049,638  

Capital assets used in governmental activities are not financial resources and, therefore, are
not reported in funds 8,171,366  

Real estate held for sale or future development are not current financial resources and,
therefore, are not reported in the governmental funds 42,357  

Deferred inflows of resources reported in the governmental
funds are recognized as revenue in the governmental activities 1,568,771  

Deferred inflows of resources reported in governmental activities but not in governmental funds
Gain on bonds refunding (110,482) 
Other postemployment benefits related (535) 
Pension related (5,108,559) 

Long-term liabilities are not due and payable in the current period and, therefore, are not
reported in the funds:

Accounts payable (265) 
Interest payable (822,839) 
Commonwealth appropriation bonds (501,318) 
General obligation and revenue bonds (39,274,442) 
Bond purchase agreement with GDB (225,534) 
Notes payable to component units (1,984,686) 
Notes payable to financial institutions (23,764) 
Guaranteed obligation (392,343) 
Capital leases (291,733) 
Compensated absences (491,046) 
Voluntary termination benefits (705,081) 
Net pension liability (38,093,203) 
Hedging derivative instrument – interest rate swaps (65,954) 
Other postemployment benefit obligation (1,249,878) 
Other long-term liabilities (1,609,611) 

Total net position (deficit) of governmental activities $ (72,761,710) 

See accompanying notes to basic financial statements.
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COMMONWEALTH OF PUERTO RICO

Statement of Revenue, Expenditures, and Changes in Fund Balances – Governmental Funds

Year ended June 30, 2018

(In thousands)

ERS COFINA COFINA
Debt special special debt Nonmajor Total

General service revenue revenue service governmental governmental

Revenue:
Taxes:

Income taxes $ 4,378,551  —  —  —  —  —  4,378,551  
Sales and use tax 1,626,423  —  —  —  727,867  —  2,354,290  
Excise taxes 3,641,000  —  —  —  —  —  3,641,000  
Property taxes 2,502  —  —  —  —  —  2,502  
Other taxes 134,135  —  —  —  —  —  134,135  

Charges for services 685,575  —  —  —  —  —  685,575  
Revenue from global tobacco

settlement agreement 77,329  —  —  —  —  —  77,329  
Revenue from component units 60,170  —  —  —  —  —  60,170  
Intergovernmental 6,890,160  95,113  33,413  —  —  48,883  7,067,569  
Interest and investment earnings 22,200  443  —  1  9,932  5,811  38,387  
Other 54,364  —  10,063  —  —  36,372  100,799  

Total revenue 17,572,409  95,556  43,476  1  737,799  91,066  18,540,307  

Expenditures:
Current:

General government 1,060,062  —  117,814  —  4,320  208,536  1,390,732  
Public safety 2,095,837  —  —  —  —  1,563  2,097,400  
Health 3,261,528  —  —  —  —  20,318  3,281,846  
Public housing and welfare 3,616,712  —  —  —  —  (139) 3,616,573  
Education 3,094,728  —  —  —  —  44,751  3,139,479  
Economic development 1,384,768  —  —  —  —  803  1,385,571  
Intergovernmental 312,293  —  —  —  —  —  312,293  
Capital outlays 161,078  —  20  —  —  6,855  167,953  
Debt service:

Principal 229,316  394,715  —  —  18,745  236,440  879,216  
Interest and other 91,078  723,101  173,004  —  690,029  380,463  2,057,675  

Total expenditures 15,307,400  1,117,816  290,838  —  713,094  899,590  18,328,738  

Excess (deficiency) of revenue
over (under) expenditures 2,265,009  (1,022,260) (247,362) 1  24,705  (808,524) 211,569  

Other financing sources (uses):
Transfers in 588,904  —  387,668  —  168  399,435  1,376,175  
Transfers out (1,410,310) —  (192,277) (168) (20,351) (200,000) (1,823,106) 
Proceeds from long term debt issued 13,234  —  —  —  —  —  13,234  
Proceeds from sale of capital assets 9,129  —  —  —  —  —  9,129  

Total other financing
sources (uses) (799,043) —  195,391  (168) (20,183) 199,435  (424,568) 

Net change in fund balances 1,465,966  (1,022,260) (51,971) (167) 4,522  (609,089) (212,999) 
Fund balances (deficit) – beginning

of year, as restated (note 4) (93,057) (866,852) 1,169,523  6,344  302,416  503,561  1,021,935  

Fund balances (deficit) – end of year $ 1,372,909  (1,889,112) 1,117,552  6,177  306,938  (105,528) 808,936  

See accompanying notes to basic financial statements.
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COMMONWEALTH OF PUERTO RICO

Reconciliation of the Statement of Revenue, Expenditures, and Changes in
Fund Balances of Governmental Funds to the Statement of Activities

Year ended June 30, 2018

(In thousands)

Net change in fund balances – total governmental funds $ (212,999) 
Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However, in the statement of
activities, the cost of those assets is allocated over their estimated useful lives and
reported as depreciation and amortization expense. In the current period, these amounts are:

Capital outlays $ 167,953  
Less depreciation and amortization expense (310,301) 
Loss on disposal of assets (17,546) 

Subtotal (159,894) 

The issuance of long-term debt (e.g., bonds and notes) provides current financial resources
to governmental funds, while the repayment of the principal of long-term debt
consumes the current financial resources of governmental funds. Neither transaction,
however, has any effect on net position. Also, governmental funds report the effect of
premiums, discounts, and similar items when debt is first issued, whereas these amounts
are deferred and amortized in thestatement of activities. This amount is the net effect
of these differences in the treatment of long-term debt and related items:

Principal payments of long-term debt 879,216  
Proceed from long-term debt issued (13,234) 

Subtotal 865,982  

Some revenues in the statement of activities do not provide current financial resources, and,
therefore, are deferred in governmental funds. Also, revenue related to prior periods that
became available during the current period is reported in governmental funds but are eliminated
in the statement of activities. This amount is the net adjustment. 531,820  

Some expenses reported in the statement of activities do not require the use of current financial
resources and, therefore, are not reported as expenditures in governmental funds. (128,855) 

Generally, inventory and prepayments are recorded as expenditures in the governmental funds
when purchased rather than capitalized as an asset. However, these assets are capitalized
in the statement of net position. This amount is the net decrease in total inventories and
prepaid expenses. (2,721) 

Change in net position of governmental activities $ 893,333  

See accompanying notes to basic financial statements.
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COMMONWEALTH OF PUERTO RICO

Statement of Net Position – Proprietary Funds

June 30, 2018

(In thousands)

Business-Type Activities – Enterprise Funds
Puerto Rico Puerto Rico

Health Medical
Unemployment Insurance Services Nonmajor Total

Insurance Administration Administration proprietary proprietary

Assets:
Current assets:

Cash and cash equivalents in commercial banks $ —  54,920  11,753  204,244  270,917  
Cash and cash equivalents in governmental banks —  3  —  —  3  
Receivables – net:

Insurance premiums —  —  —  4,299  4,299  
Intergovernmental —  504,152  7,280  —  511,432  
Accounts —  59,703  11,762  6,476  77,941  
Accrued interest receivable —  873  —  57  930  
Other —  —  30  216  246  
Due from other funds —  —  59,006  4,022  63,028  
Due from component units —  —  1,121  —  1,121  

Other assets —  21,336  4,008  29  25,373  
Restricted assets:

Cash and cash equivalents in commercial banks 3,207  —  —  28,709  31,916  
Cash and cash equivalents in governmental banks —  —  —  19  19  
Cash and cash equivalents under the custody the

U.S. Treasury 581,377  —  —  —  581,377  
Insurance premiums receivable 61,838  —  —  —  61,838  
Other 62  —  —  278  340  
Loans from component units —  —  —  10,833  10,833  

Total current assets 646,484  640,987  94,960  259,182  1,641,613  

Noncurrent assets:
Cash and cash equivalents in commercial banks – restricted —  —  17,381  —  17,381  
Receivables – net:

Loans from component units – restricted —  —  —  445,845  445,845  
Due from other funds —  8,645  —  15,150  23,795  
Other —  1,479  —  —  1,479  

Restricted investments —  —  —  26,818  26,818  
Other restricted assets —  —  —  18,115  18,115  
Land and other nondepreciable —  —  6,872  29,133  36,005  
Depreciable, net —  2,378  48,073  5,709  56,160  

Total assets 646,484  653,489  167,286  799,952  2,267,211  

Deferred outflows of resources:
Other postemployment benefits related —  —  1,213  143  1,356  
Pension related —  3,191  207,831  30,020  241,042  

Total deferred outflows of resources —  3,191  209,044  30,163  242,398  
Liabilities:

Current liabilities:
Accounts payable and accrued liabilities —  78,352  38,691  12,496  129,539  
Due to other funds 6,139  —  5,700  —  11,839  
Due to component units —  —  82,724  —  82,724  
Due to other governmental entities —  —  76,537  5,304  81,841  
Interest payable —  41,703  64,213  5,366  111,282  
Unearned revenue 23,045  —  —  10,038  33,083  
Notes payable to component units —  82,667  —  —  82,667  
Compensated absences —  606  8,553  316  9,475  
Obligation for unpaid lottery prizes —  —  —  91,612  91,612  
Voluntary termination benefits payable —  961  —  423  1,384  
Liability for insurance benefits 51,208  123,406  —  573  175,187  
Total other postemployment benefit liability —  —  1,213  143  1,356  
Other long-term liabilities —  —  2,086  —  2,086  

Total current liabilities 80,392  327,695  279,717  126,271  814,075  

Noncurrent liabilities:
Notes payable to component units —  100,584  282,445  20,863  403,892  
Compensated absences —  380  4,160  2,152  6,692  
Obligation for unpaid lottery prizes —  —  —  73,012  73,012  
Voluntary termination benefits payable —  2,784  —  2,012  4,796  
Net pension liability —  20,505  699,100  99,673  819,278  
Total other postemployment benefit liability —  —  14,175  1,671  15,846  
Other long-term liabilities —  —  2,142  —  2,142  

Total liabilities 80,392  451,948  1,281,739  325,654  2,139,733  

Deferred inflows of resources:
Pension related —  2,570  87,608  5,974  96,152  

Net position:
Net investment in capital assets —  2,378  54,945  14,416  71,739  
Restricted for emergency services —  —  —  6,268  6,268  
Restricted for lending activities —  —  —  468,099  468,099  
Restricted for payment of insurance benefits 566,092  —  —  29,690  595,782  
Unrestricted (deficit) —  199,784  (1,047,962)  (19,986) (868,164) 

Total net position (deficit) $ 566,092  202,162  (993,017) 498,487  273,724  

See accompanying notes to basic financial statements.
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COMMONWEALTH OF PUERTO RICO

Statement of Revenue, Expenses, and Changes in Fund Net Position – Proprietary Funds

Year ended June 30, 2018

(In thousands)

Business-Type Activities – Enterprise Funds

Puerto Rico Puerto Rico
Health Medical

Unemployment Insurance Services Nonmajor Total
Insurance Administration Administration proprietary proprietary

Operating revenue:
Health insurance administration $ —  215,043  —  —  215,043  
Insurance premiums 210,471  —  —  22,396  232,867  
Lottery ticket sales —  —  —  618,606  618,606  
Patient service, net of provision for bad debts —  —  116,522  —  116,522  
Emergency telephone service charges —  —  —  19,858  19,858  
Interest —  —  —  36  36  
Release of provision for loan losses —  —  —  8,084  8,084  
Other —  —  —  117  117  

Total operating revenue 210,471  215,043  116,522  669,097  1,211,133  

Operating expenses:
Insurance benefits 151,281  —  —  1,904  153,185  
Medical premiums and claims —  2,858,306  —  —  2,858,306  
Lottery prizes —  —  —  392,973  392,973  
Patient services —  —  132,479  —  132,479  
General, administrative, and other

operating expenses —  38,335  80,414  93,264  212,013  
Release of provision for loan losses —  —  —  15,750  15,750  

Total operating expenses 151,281  2,896,641  212,893  503,891  3,764,706  

Operating income (loss) 59,190  (2,681,598) (96,371) 165,206  (2,553,573) 

Nonoperating revenue (expenses):
U.S. government grants 636  2,338,663  —  6,164  2,345,463  
Contributions to component units —  —  —  (1,004) (1,004) 
Interest and investment earnings 12,337  3,055  —  2,407  17,799  
Interest expense —  (11,009) (19,591) (1,497) (32,097) 
Other —  —  97  374  471  

Total nonoperating revenue
(expenses) 12,973  2,330,709  (19,494) 6,444  2,330,632  

Income (loss) before transfers 72,163  (350,889) (115,865) 171,650  (222,941) 

Transfers from other funds —  560,343  84,182  830  645,355  
Transfers to other funds (42,602) —  —  (155,822) (198,424) 

Net change in net position 29,561  209,454  (31,683) 16,658  223,990  

Net position (deficit)– beginning of year,
as restated (note 4) 536,531  (7,292) (961,334) 481,829  49,734  

Net position (deficit)– end of year $ 566,092  202,162  (993,017) 498,487  273,724  

See accompanying notes to basic financial statements.
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COMMONWEALTH OF PUERTO RICO

Statement of Cash Flows – Proprietary Funds

Year ended June 30, 2018

(In thousands)

Business-Type Activities – Enterprise Funds
Puerto Rico Puerto Rico

Health Medical
Unemployment Insurance Services Nonmajor Total

Insurance Administration Administration proprietary proprietary

Cash flows from operating activities:
Receipts from customers and users $ 205,505  183,262  120,576  660,078  1,169,421  
Other receipts —  —  —  80  80  
Payments to healthcare organizations and third party

administrators —  (2,742,753) —  —  (2,742,753) 
Payments to suppliers —  (22,142) (35,862) (69,909) (127,913) 
Payments to employees —  (3,926) (122,415) (21,561) (147,902) 
Payments of lottery prizes —  —  —  (375,966) (375,966) 
Payments of insurance benefits (149,504) —  —  (1,976) (151,480) 

Net cash provided by (used in) operating activities 56,001  (2,585,559) (37,701) 190,746  (2,376,513) 

Cash flows from noncapital financing activities:
U.S. government grants 636  1,884,300  —  6,022  1,890,958  
Contributions to component units —  —  —  (1,004) (1,004) 
Interest paid —  (14) (2,416) —  (2,430) 
Transfers from other funds —  553,629  60,439  2,883  616,951  
Transfers to other funds (43,608) —  —  (144,129) (187,737) 

Net cash provided by (used in) noncapital
and related financing activities (42,972) 2,437,915  58,023  (136,228) 2,316,738  

Cash flows from capital and related financing activities:
Transfers from other funds —  —  4,886  —  4,886  
Capital expenditures —  (874) (7,442) (17) (8,333) 

Net cash used by capital and
related financing activities —  (874) (2,556) (17) (3,447) 

Cash flows from investing activities:
Interest collected on deposits, investments, and loans 12,337  3,043  97  2,375  17,852  
Loans originated —  —  —  (1,418) (1,418) 
Principal collected on loans —  —  —  1,133  1,133  
Proceeds from sales and maturities of investments —  —  —  4,291  4,291  
Purchases of investments —  —  —  (4,374) (4,374) 

Net cash provided by investing activities 12,337  3,043  97  2,007  17,484  

Net change in cash and cash equivalents 25,366  (145,475) 17,863  56,508  (45,738) 

Cash and cash equivalents at beginning of year 559,218  200,398  11,271  176,464  947,351  

Cash and cash equivalents at end of year $ 584,584  54,923  29,134  232,972  901,613  

Reconciliation of operating income (loss) to net cash
provided by (used in) operating activities:

Operating income (loss) $ 59,190  (2,681,598) (96,371) 165,206  (2,553,573) 
Adjustments to reconcile operating income (loss) to

net cash provided by (used in) operating activities:
Interests earned on deposits, loans, and investments —  —  —  (36) (36) 
Depreciation —  778  4,551  467  5,796  
Provision for bad debts —  32,948  28,840  678  62,466  
Gain on disposition of capital assets —  5  —  —  5  
Release of provision for loan losses —  —  —  7,666  7,666  
Changes in operating assets and liabilities:

Increase in accounts and loans receivable (8,605) (31,781) (24,381) (1,799) (66,566) 
Decrease in due from other governmental entities —  —  21  —  21  
Decrease (increase) in other assets —  (31) (426) 3,456  2,999  
Decrease (increase) in deferred outflow of resources —  3,604  (48,124) 1,429  (43,091) 
 Increase (decrease) in accounts payable and accrued

liabilities —  9,427  26,622  2,641  38,690  
Decrease in due to component units —  —  5,146  —  5,146  
Increase in due to other governmental entities —  —  (23,041) 3  (23,038) 
Increase (decrease) in unearned revenue 3,639  —  —  (2,468) 1,171  
Decrease in compensated absences —  (106) (1,676) (978) (2,760) 
Increase in deferred inflow of resources —  2,102  74,578  3,975  80,655  
Increase (decrease) in net pension liability —  (3,944) 18,325  (5,200) 9,181  
Decrease in total other postemployment benefits

liability —  —  (3,800)  (449) (4,249) 
Increase in obligation for unpaid lottery prizes —  —  —  17,007  17,007  
Decrease in voluntary termination benefits payable —  (232) —  (780) (1,012) 
Increase (decrease) in liability for unemployment, disability

and health insurance 1,777  83,269  —  (72) 84,974  
Increase in other long-term liabilities —  —  2,035  —  2,035  

Total adjustments (3,189) 96,039  58,670  25,540  177,060  
Net cash provided by (used in) operating

activities $ 56,001  (2,585,559) (37,701) 190,746  (2,376,513) 
Noncash capital and financing activities:

Retirement of capital assets $ —  —  702  —  702  

See accompanying notes to basic financial statements.
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COMMONWEALTH OF PUERTO RICO

Statement of Fiduciary Net Position – Fiduciary Funds

June 30, 2018

(In thousands)

Agency

Assets:
Cash and cash equivalents in commercial banks:

Unrestricted $ 973,331  
Cash and cash equivalents with governmental banks:

Unrestricted 50  

Total assets 973,381  

Liabilities:
Accounts payable and accrued liabilities 973,381  

Total liabilities 973,381  

See accompanying notes to basic financial statements.
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COMMONWEALTH OF PUERTO RICO

Combining Statement of Net Position – Discretely Presented Component Units

June 30, 2018

(In thousands)

Government Puerto Rico Puerto Rico Puerto Rico State Major Nonmajor All
Development Highways and Electric Aqueduct University Insurance component component component

Bank for Transportation Power and Sewer of Fund units units units
Puerto Rico Authority Authority Authority Puerto Rico Corporation totals totals totals

Assets:
Cash and cash equivalents in commercial banks $ 308,377  27,143  344,880  233,626  251,235  147,088  1,312,349  362,245  1,674,594  
Cash and cash equivalents with governmental banks —  —  —  —  —  —  —  5,520  5,520  
Investments 254,975  —  —  —  2,808  721,794  979,577  527,016  1,506,593  
Collateral from securities lending transactions —  —  —  —  —  11,224  11,224  —  11,224  
Receivables – net:

Insurance premiums —  —  —  —  —  45,034  45,034  —  45,034  
Intergovernmental —  19,874  430,687  27,989  39,022  —  517,572  23,694  541,266  
Accounts —  9,853  429,477  208,855  26,963  —  675,148  113,980  789,128  
Loans and advances 2,253,764  —  —  —  5,115  —  2,258,879  53,430  2,312,309  
Accrued interest 58,089  184  —  —  —  10,779  69,052  5,651  74,703  
Other 1,067  —  4,180  186,000  —  4,023  195,270  9,900  205,170  

Due from – net:
Primary government —  10,000  22,636  6,386  5,626  —  44,648  30,778  75,426  
Component units 74,533  —  100,492  6,162  5,677  —  186,864  13,534  200,398  
Other governmental entities —  —  901  16,905  15,945  —  33,751  19,825  53,576  

Inventories —  —  306,318  29,421  3,539  2,413  341,691  10,277  351,968  
Prepaid expenses —  11,203  —  13,695  3,713  2,673  31,284  21,558  52,842  
Other assets 735  —  —  —  —  —  735  22,569  23,304  
Restricted assets:

Cash and cash equivalents in commercial banks 38,680  224,417  96,581  360,766  30,171  —  750,615  118,796  869,411  
Cash and cash equivalents with governmental banks —  —  —  4,649  —  —  4,649  1  4,650  
Investments 127,391  80,139  —  —  269,883  —  477,413  800,947  1,278,360  
Other restricted assets 5,089  —  —  —  —  —  5,089  38,006  43,095  

Real estate held for sale or future development 61,561  —  —  —  —  —  61,561  186,428  247,989  
Capital assets:

Land and other nondepreciable 21,853  2,351,336  279,191  398,374  66,871  63,279  3,180,904  1,118,448  4,299,352  
Depreciable – net 815  7,300,390  7,645,394        6,048,166  767,801  66,002  21,828,568  2,033,127  23,861,695  

Total assets 3,206,929  10,034,539  9,660,737  7,540,994  1,494,369  1,074,309  33,011,877  5,515,730  38,527,607  

Deferred outflows of resources:
Accumulated decrease in fair value of hedging derivatives —  —  31,486             —  —  —  31,486  —  31,486  
Loss on bonds refunding 1,911  83,310  34,526             18,349  1,672  —  139,768  12,844  152,612  
Other post employment benefits related 236  35  17,785             6,457  13,792  2,083  40,388  3,751  44,139  
Pension related 31,467  64,955  881,699           302,705  904,320  369,201  2,554,347  393,657  2,948,004  

Total deferred outflows of resources 33,614  148,300  965,496  327,511  919,784  371,284  2,765,989  410,252  3,176,241  
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COMMONWEALTH OF PUERTO RICO

Combining Statement of Net Position – Discretely Presented Component Units

June 30, 2018

(In thousands)

Government Puerto Rico Puerto Rico Puerto Rico State Major Nonmajor All
Development Highways and Electric Aqueduct University Insurance component component component

Bank for Transportation Power and Sewer of Fund units units units
Puerto Rico Authority Authority Authority Puerto Rico Corporation totals totals totals

Liabilities:
Accounts payable and accrued liabilities 107,241  126,846  1,415,187  269,778  106,394  34,445  2,059,891  485,743  2,545,634  
Deposits and escrow liabilities 2,797,555  —  323,655  89,601  —  —  3,210,811  223,465  3,434,276  
Due to:

Primary government 10,503  2,778  317,312  666,576  —  78,817  1,075,986  293,358  1,369,344  
Component units —  1,980,894  44,162  118,144  98,943  1,603  2,243,746  934,805  3,178,551  
Other governmental entities 28,383  3,401  —  39,722  18,573  —  90,079  110,622  200,701  

Securities lending obligations and reverse
repurchase agreements —  —  —  —  —  11,224  11,224  —  11,224  

Interest payable 414,782  861,099  723,950  238,380  —  —  2,238,211  231,528  2,469,739  
Unearned revenue 2,577  —  6,856  29,691  10,000  21,869  70,993  78,425  149,418  
Liabilities payable within one year:

Commonwealth appropriation bonds 260  —  —  —  —  —  260  11,202  11,462  
Revenue bonds 12,221  213,010  957,976  78,356  25,695  —  1,287,258  303,412  1,590,670  
Notes payable to financial institutions 1,794,620  —  696,652  —  307  1,696  2,493,275  51,656  2,544,931  
Capital leases —  —  —  —  —  1,150  1,150  436  1,586  
Compensated absences —  5,335  42,782  10,069  28,918  —  87,104  15,052  102,156  
Voluntary termination benefits —  11,760  —  —  —  —  11,760  11,573  23,333  
Liability for insurance benefits —  —  —  —  —  680,734  680,734  60,654  741,388  
Total other postemployment benefits liability 236  35  17,785  6,457  13,792  2,083  40,388  3,751  44,139  
Other long-term liabilities 8,760  618  —  —  5,255  45,606  60,239  5,985  66,224  

Liabilities payable after one year:
Commonwealth appropriation bonds 3,079  —  —  415,779  —  —  418,858  97,591  516,449  
Revenue bonds 25,409  4,107,760  7,389,188  3,847,141  439,319  —  15,808,817  908,110  16,716,927  
Notes payable to financial institutions 2,042,850  —  21,327  —  754  —  2,064,931  338,492  2,403,423  
Capital leases —  —  —  —  —  24,540  24,540  404  24,944  
Compensated absences —  4,642  65,288  30,491  117,021  29,425  246,867  8,562  255,429  
Voluntary termination benefits —  41,552  —  —  —  —  41,552  64,362  105,914  
Net pension obligation —  —  —  —  —  —  —  20,415  20,415  
Net pension liability 145,836  494,323  4,345,561  1,407,286  2,968,233  1,560,972  10,922,211  1,792,752  12,714,963  
Total other postemployment benefits liability 2,591  2,901  356,805  117,310  218,323  51,713  749,643  41,817  791,460  
Hedging derivative instruments – interest rate swaps —  —  31,486  —  —  —  31,486  —  31,486  
Other long-term liabilities 179,374  104,229  333,332  —  107,437  40,341  764,713  81,546  846,259  

Total liabilities 7,576,277  7,961,183  17,089,304  7,364,781  4,158,964  2,586,218  46,736,727  6,175,718  52,912,445  

Deferred inflows of resources:
Service concession arrangements —  1,114,330  —  —  —  —  1,114,330  661,980  1,776,310  
Other post employment benefits related —  —  17,797  7,385  —  1,347  26,529  —  26,529  
Pension related 38,618  69,146  274,175  176,354  126,312  195,613  880,218  243,402  1,123,620  

Total deferred inflows of resources 38,618  1,183,476  291,972  183,739  126,312  196,960  2,021,077  905,382  2,926,459  

Net position:
Net investment in capital assets 14,017  2,476,936  (445,886) 1,702,037  382,910  101,894  4,231,908  1,515,714  5,747,622  
Restricted for:

Capital projects —  188,989  —  —  15,903  —  204,892  50,168  255,060  
Debt service —  —  —  —  54,520  —  54,520  86,243  140,763  
Affordable housing and related loan insurance programs 24,253  —  —  —  —  —  24,253  —  24,253  
Student loans and other educational purposes —  —  —  —  102,716  —  102,716  6,135  108,851  
Other —  —  —  122,818  23,846  —  146,664  145,083  291,747  

Unrestricted (deficit) (4,412,622) (1,627,745) (6,309,157) (1,504,870) (2,451,018) (1,439,479) (17,744,891) (2,958,461) (20,703,352) 

Total net position (deficit) $ (4,374,352) 1,038,180  (6,755,043) 319,985  (1,871,123) (1,337,585) (12,979,938) (1,155,118) (14,135,056) 

See accompanying notes to basic financial statements.
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COMMONWEALTH OF PUERTO RICO

Combining Statement of Activities – Discretely Presented Component Units

Year ended June 30, 2018

(In thousands)

General revenue and transfers Net position
Payments Grants and (deficit) – Correction of Net position

Program revenue Net revenue from (to) contributions Excise beginning of errors and (deficit) –
Operating Capital (expenses) Payments from other not restricted Interest and taxes year, as adoption of new beginning of Net position

Charges for grants and grants and and changes (to) primary component to specific investment and Change in previously pronouncements year, as (deficit)
Expenses services contributions contributions in net position government units programs earnings others net position reported (note 4) restated end of year

Major component units:
Government Development Bank

for Puerto Rico $ 471,418  139,756  178,453  —  (153,209) —  (4,428) —  —  —  (157,637) (4,207,812) (8,903) (4,216,715) (4,374,352) 
Puerto Rico Highways and

Transportation Authority 1,117,155  210,068  20,602  92,314  (794,171) 276,087  —  —  6,775  —  (511,309) 1,552,844  (3,355) 1,549,489  1,038,180  
Puerto Rico Electric Power

Authority 5,198,324  2,551,622  1,071,677  35,010  (1,540,015) —  (5,800) —  10,589  —  (1,535,226) (6,173,574)       953,757  (5,219,817) (6,755,043) 
Puerto Rico Aqueduct and

Sewer Authority 1,502,955  1,085,005  —  104,504  (313,446) —  —  —  2,958  2,110  (308,378) 628,363  —  628,363  319,985  
University of Puerto Rico 1,531,775  199,726  292,913  —  (1,039,136) 668,821  64,278  —  7,585  8,047  (290,405) (1,374,908) (205,810) (1,580,718) (1,871,123) 
State Insurance

Fund Corporation 548,354  636,473  —  —  88,119  (48,093) —  —  —  71,914  111,940  (1,397,379) (52,146) (1,449,525) (1,337,585) 
Nonmajor component units 1,329,897  689,736  180,119  3,035  (457,007) 172,376  (54,050) 4,055  59,304  339,643  64,321  (1,113,470) (105,969) (1,219,439) (1,155,118) 

$ 11,699,878  5,512,386  1,743,764  234,863  (4,208,865) 1,069,191  —  4,055  87,211  421,714  (2,626,694) (12,085,936) 577,574  (11,508,362) (14,135,056) 

See accompanying notes to basic financial statements.

42

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 48 of 471



COMMONWEALTH OF PUERTO RICO 
Notes to Basic Financial Statements 
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 Summary of Significant Accounting Policies 
The Commonwealth of Puerto Rico (the Commonwealth) was constituted on July 25, 1952, under the 
provisions of the Commonwealth’s Constitution as approved by the people of Puerto Rico and the 
U.S. Congress. The Commonwealth’s Constitution provides for the separation of powers of the executive, 
legislative, and judicial branches of the government. The Commonwealth assumes responsibility for general 
government, public safety, health, public housing and welfare, education, and economic development. On 
June 30, 2016, as a result of the current fiscal crisis that affects the Commonwealth (as further described 
below in Note 2 and Note 3), the Financial Oversight and Management Board for Puerto Rico (the Oversight 
Board), was established under the Puerto Rico Oversight, Management and Economic Stability Act 
(PROMESA) with broad powers to exercise budgeting and financial controls over the Commonwealth’s fiscal 
affairs, including review and approval of certain governmental functions. 
The accompanying basic financial statements of the Commonwealth are presented in conformity with 
U.S. Generally Accepted Accounting Principles (U.S. GAAP) for governments as prescribed by the 
Governmental Accounting Standards Board (GASB). 
The accompanying basic financial statements present the financial position of the Commonwealth and its 
various funds and discretely presented component units, the results of operations of the Commonwealth and 
its various funds and discretely presented component units, and the cash flows of the proprietary funds. 
(a) Financial Reporting Entity 

As required by U.S. GAAP, the financial reporting entity of the Commonwealth includes all departments, 
agencies, funds, functions, and public corporations that have been determined to meet the requirements 
for inclusion in the Commonwealth’s financial reporting entity. The Commonwealth has considered all 
potential discretely presented component units for which it is financially accountable and other 
organizations for which the nature and significance of their relationship with the Commonwealth are such 
that exclusion would cause the Commonwealth’s basic financial statements to be misleading or 
incomplete. The GASB has set forth criteria to be considered in determining financial accountability. 
These criteria include when the Commonwealth appoints a voting majority of an organization’s governing 
body and it has (i) the ability to impose its will on that organization or (ii) the potential for the organization 
to provide specific financial benefits to, or impose specific financial burdens on, the Commonwealth. In 
situations where the Commonwealth has not appointed the voting majority of an organization’s governing 
body, the GASB has then provided as criteria for financial accountability the fiscal dependency of such 
organizations on the Commonwealth and when there is a potential for the organization to provide specific 
financial benefits to, or impose specific financial burdens on, the Commonwealth. 

(b) Component Units 
The basic financial statements of the component units discussed below have been included in the 
financial reporting entity either as blended component units or as discretely presented component units 
in accordance with GASB Statements No. 14, The Financial Reporting Entity, as amended by 
GASB Statements No. 39, Determining Whether Certain Organizations Are Component Units—an 
amendment of GASB Statement No. 14 and No. 61, The Financial Reporting Entity: Omnibus—an 
amendment of GASB Statements No. 14 and No. 34. 
(i) Blended Component Units 

The following entities, while legally separate from the Commonwealth, meet the blending criteria to 
be reported as part of the Primary Government as follows: 
Employees’ Retirement System of the Government of the Commonwealth of Puerto Rico (ERS) – 
ERS is a cost sharing, multiple employer defined benefit pension plan, which covers all regular 
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employees of the Commonwealth and its instrumentalities and of certain municipalities and 
component units not covered by their own retirement systems. After the enactment of Act 106-2017 
on August 23, 2017, ERS is governed by a thirteen member board of trustees, composed of the 
Executive Director of the FAFAA (who served as ERS’ President), the Commonwealth’s Secretary 
of the Treasury, the Director of the PROMB, the Director of the Office of Human Resources of the 
Commonwealth, a representative of the teachers from the DOE, a representative from the public 
corporations, a representative from the Judicial Branch, the President of the Federation of Mayors, 
the President of the Association of Mayors, and four representatives of the public interest. After 
August 23, 2017, ERS is administered by the Retirement Board of the Government of Puerto Rico 
(the Retirement Board) which also administers the Employees’ Retirement System of the 
Government of Puerto Rico and its Instrumentalities Medical Insurance Plan Contribution (ERS 
MIPC). ERS MIPC is an unfunded, cost sharing, multi-employer defined benefit other 
postemployment healthcare benefit plan provided by the Commonwealth to retired plan members. 
After the enactment of Act 106-2017, ERS operations are limited to maintaining custody of the 
unliquidated assets that are pending to be transferred to the Commonwealth's General Fund after 
the legal proceedings under the Title III of PROMESA are completed. The Commonwealth's General 
Fund became the only recipient of the assets maintained under the custody of ERS. Therefore, the 
basic financial statements of ERS are blended in the Commonwealth's funds financial statements as 
a special revenue fund. 
Ponce Authority (PA) (Previously Known as Port of the Americas Authority) – On August 12, 2016 
the Governor signed into law Act No. 176-2016, known as “Law of the Ponce Authority”, to amend 
various articles from Act No. 171-2002. Act No. 176-2016 re-named the Port of the Americas 
Authority to Ponce Authority, changed the PA’s governance structure, and expanded its purposes, 
faculties and powers, including through the creation of a new Coordinated Infrastructure Master Plan 
for the City of Ponce. After the enactment of Act No. 176-2016, PA is now governed by a seven 
member board co-presided by the Secretary of the DEDC and the Director of the Ponce Territorial 
Order Office. The other members include (1) the Secretary of the Department of Natural and 
Environmental Resources (DNER), (2) an architect or certified planner, who is a resident of Ponce 
and appointed by the Governor with the consent of the Senate, (3) an economist, who is a resident 
of Ponce and appointed by the Governor with the consent of the Senate, (4) a civil engineer, who 
must be a resident of Ponce and appointed by the Mayor of Ponce with the consent of the Municipal 
Legislature, and (5) a small businesses representative, who must be a resident of Ponce and 
appointed by the Mayor of Ponce with the consent of the Municipal Legislature. The main purpose 
of the PA is the promotion, development, improvement and operation of the large-scale container 
terminal in the city of Ponce, Puerto Rico. The PA must also prepare a coordinated master plan for 
the Infrastructure of Ponce. The Commonwealth provides financial support to the PA through 
legislative appropriations and its current existing debt is guaranteed by the Commonwealth pursuant 
to the provisions of Act No. 409 of September 22, 2004 (Act No. 409-2004). The Commonwealth 
continues to provide financial support to this new entity. Therefore, PA’s basic financial statements 
are blended in the Commonwealth’s fund financial statements as a special revenue fund. 
Ponce Ports Authority (PPA) – On December 12, 2011, Act No. 240 (Act No. 240-2011) was 
approved creating the PPA, with a seven-member board composed of (1) the Secretary of the 
Department of Economic Development and Commerce (DEDC), (2) the director of the Ponce port, 
(3) three members to be appointed by the Governor with the consent of the Senate and (4) two 
members to be appointed by the Mayor of Ponce with the consent of the Ponce Municipal Legislature. 
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PPA was created to continue the development of the container terminal formerly undertaken by 
Ponce Authority (PA) and to implement the facilities’ future operations. Therefore, all the assets, 
rights and duties of PA (with the exception of its existing debt) would be transferred to PPA. Effective 
fiscal year 2015, the PPA board was formed and operations started. However, as of June 30, 2018, 
the PA assets have not been transferred to PPA. On December 19, 2013, Act No. 156 was approved 
amending Act No. 240-2011 by, among other things, authorizing PPA to request a line of credit of up 
to $60 million from GDB and establishing that the payment of such debt would be satisfied with 
annual Commonwealth’s legislative appropriations starting in fiscal year 2015. As the total debt 
outstanding of PPA is payable from Commonwealth’s legislative appropriations, PPA’s basic 
financial statements are blended in the Commonwealth’s fund financial statements as an enterprise 
fund. 
Puerto Rico Fiscal Agency and Financial Advisory Authority (FAFAA) – On April 6, 2016, Act No. 21 
(Act No. 21-16) was approved creating the FAFAA as an independent public corporation and 
government instrumentality with separate legal existence, fiscal and administrative autonomy, and 
independence from the Commonwealth. FAFAA was created for the purpose of acting as fiscal 
agent, financial advisor and reporting agent of the Commonwealth, its agencies, instrumentalities, 
subdivisions, public corporations and/or municipalities, and to assist such entities in confronting the 
fiscal and economic emergency that Puerto Rico is experiencing. The FAFAA assumed the fiscal 
agency and financial advisory responsibilities that were previously held by the Government 
Development Bank (GDB). On January 18, 2017, the Governor of Puerto Rico (the Governor) signed 
into law the Enabling Act of the Fiscal Agency and Financial Advisory Authority, Act No. 2-2017. This 
new law amended and replaced sections of the prior law that established FAFAA. Act No. 2-2017 
expanded FAFAA’s powers to include, among other things, sole responsibility to renegotiate, to 
restructure and/or to reach an agreement with creditors on all or part of the public debt or any other 
debt issued by any government entity. In addition, FAFAA is the entity in charge of the collaboration, 
communication and cooperation efforts between the Commonwealth and the Oversight Board, 
created under PROMESA. 
The Board of Directors of FAFAA was initially composed of only one member appointed by the 
Governor but upon the enactment of Act No. 2-2017 the Board is now composed of five members: 
(1) FAFAA’s Executive Director appointed by the Governor, (2) a representative of the Senate of 
Puerto Rico, (3) a representative of the House of Representatives of Puerto Rico which will be 
appointed by the President of each Legislative Body, and (4) two members appointed by the 
Governor. The members can only be replaced and/or removed by the entity who appointed them. 
The members of the Board of Directors will select a President, Vice-President and Secretary among 
them. FAFAA does not have legal authority to issue bonds, notes or any other debt instrument; 
however, it will be the principal financial advisor in future debt issuances of any instrumentality of the 
Commonwealth. FAFAA’s annual budget will be assigned by the Legislature of Puerto Rico (the 
Legislature) with available funds from the General Fund, special assignments or any other identified 
revenue. 
Puerto Rico Health Insurance Administration (PRHIA) – PRHIA is governed by a board of directors, 
which, by law, is composed of eleven members (six compulsory members and five discretionary 
members). The compulsory members are the Secretary of the Department of Health (PRDOH) of the 
Commonwealth, the Secretary of the Department of Treasury (DOT) of the Commonwealth, the 
Director of the Office of Management and Budget of the Commonwealth (PROMB), the Executive 
Director of FAFAA, the Insurance Commissioner of Puerto Rico, and the Administrator of the 
Administration of Services of Mental Health and Addiction. The five discretionary members are 
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appointed by the Governor, with the advice and consent of the Senate. The board of directors’ 
president is designated by the Governor and all discretionary board members are executives in a 
trustworthy position. PRHIA was created for the purpose of implementing, administering, and 
negotiating a health insurance system through contracts with insurance underwriters to provide 
quality medical and hospital care to low income individuals (via the Medicaid program administered 
and funded primarily by the Centers for Medicare and Medicaid Services through a memorandum of 
understanding with the PRDOH); and also to employees of the Commonwealth, Municipalities and 
policemen who voluntarily subscribe to the Puerto Rico health insurance medical plan in exchange 
for a fee paid by them through payroll deductions. PRHIA also recovers its operating costs through 
charges made to Municipalities and a rebate program with pharmacies where PRHIA retains 100% 
of the income derived from this program. Since 2015, the Commonwealth appropriates funds from 
its general fund budget to provide resources for the payment of principal and interest on PRHIA’s 
line of credit obligation, which is the total debt outstanding of PRHIA. Therefore, PRHIA’s basic 
financial statements are blended in the Commonwealth’s fund financial statements as an enterprise 
fund. 
Puerto Rico Infrastructure Financing Authority (PRIFA) – PRIFA is governed by a seven member 
board comprised of five members appointed by the board of directors of the FAFAA, the Secretary 
of the DOT and one member appointed by the Governor. The members of PRIFA’s board of directors 
are executives in trustworthy positions, named and supervised by the Governor. The President is 
appointed by the Governor from among its members. PRIFA is a financing authority whose 
responsibilities are to provide financial, administrative, consulting, technical, advisory, and other 
types of assistance to other component units and governmental instrumentalities of the 
Commonwealth, which are authorized to develop infrastructure facilities and to establish alternate 
means for financing them. PRIFA’s total debt outstanding, mostly Special Tax Revenue Bonds 
comprising over 95% of its total debt, is payable from federal excise taxes levied on the rum and 
other articles produced in Puerto Rico and sold in the United States, which taxes are collected by 
the U.S. Department of the Treasury and returned to the Commonwealth. These revenues are the 
subject of pending litigation in the Commonwealth’s Title III case. PRIFA’s remaining debt, other than 
the Special Tax Revenue Bonds, is payable from Commonwealth legislative appropriations. 
Therefore, PRIFA’s basic financial statements are blended in the Commonwealth’s fund financial 
statements as a special revenue, debt service and capital project fund. 
Puerto Rico Maritime Shipping Authority (PRMSA) – PRMSA is governed by the Executive Director 
of FAFAA. The operations of PRMSA have been limited to processing the remaining legal 
requirements resulting from the sale of certain maritime operations formerly owned and operated by 
PRMSA. Such legal requirements consist solely of servicing the long-term debt that remained in 
PRMSA after the sale. The Commonwealth should appropriate annually funds in its general operating 
budget to provide for the payment of principal and interest on such debt, which is the total debt 
outstanding. Therefore, PRMSA’s basic financial statements are blended in the Commonwealth’s 
fund financial statements as a debt service fund. 
Puerto Rico Medical Services Administration (PRMeSA) – PRMeSA is governed by a ten member 
board comprised of the Secretary of the PRDOH (who serve as the Chairman), the Dean of the 
Medical Sciences Faculty of the University of Puerto Rico (UPR), the President of the board of 
directors of the Puerto Rican League Against Cancer, the Mayor of the Municipality of San Juan, the 
Administrator of the State Insurance Fund Corporation, the Administrator of the Administration of 
Mental Health and Addiction Services, the President of the Medical Policy and Administration 
Committee, the Secretary of the Department of Family, and two members appointed by the Secretary 
of the PRDOH. PRMeSA’s purpose is to plan, organize, operate, and administer the 
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Commonwealth’s centralized health services, and provide support for the hospital and other 
functions, offered by the member institutions and users of the medical complex known as the Puerto 
Rico Medical Center. The Commonwealth should annually appropriate funds from its general 
operating budget to provide for the payment of principal and interest of its debt, which is the total 
debt outstanding of PRMeSA. Therefore, PRMeSA’s basic financial statements are blended in the 
Commonwealth’s fund financial statements as an enterprise fund. 
Puerto Rico Sales Tax Financing Corporation (Known as COFINA, its Spanish Acronym) – COFINA 
was created under Act No. 91-2006, as amended by the Legislature. COFINA was originally created 
for the purpose of financing the payment, retirement, or defeasance of certain debt obligations of the 
Commonwealth outstanding at June 30, 2006 (the 2006 Appropriation Debt). During 2009, the 
Legislature expanded the purposes of COFINA to assist in funding operational expenses of the 
Commonwealth for 2009 through 2012, to the extent included in the annual budget of the 
Commonwealth. As of June 30, 2018, the board of directors of COFINA is comprised of three 
members appointed by the Governor. Because COFINA’s Sales Tax Revenue Bond obligations have 
historically been repaid with the Commonwealth’s sales and use taxes as described in Note 13, its 
basic financial statements are blended in the Commonwealth’s fund financial statements as a special 
revenue and debt service fund. As discussed in Note 3 and Note 17, COFINA has successfully 
completed its restructuring pursuant to a court-confirmed plan of adjustment under Title III of 
PROMESA, which became effective on February 12, 2019. 
Puerto Rico System of Annuities and Pensions for Teachers (TRS) – TRS is a single employer trust 
created by the Legislature for the purpose of providing pension and other benefits to all teachers of 
the DOE, all pensioned teachers, all teachers transferred to an administrative position in the DOE, 
and those who practice in private institutions accredited by the DOE who elect to become members. 
TRS provides retirement, death, and disability benefits. After the enactment of Act 106-2017 on 
August 23, 2017, TRS is governed by the same board of trustees as ERS and is administered by the 
Retirement Board, which also administers the Puerto Rico System of Annuities and Pensions for 
Teachers Medical Insurance Plan Contribution (TRS MIPC). TRS MIPC is an unfunded, cost-sharing, 
multi-employer defined benefit other postemployment healthcare benefit plan provided by the 
Commonwealth to retired teachers of the DOE and retired employees of TRS Administration. After 
the enactment of Act 106-2017, TRS operations are limited to maintaining custody of the unliquidated 
assets that are pending to be transferred to the Commonwealth's General Fund. The 
Commonwealth's General Fund became the only recipient of the assets maintained under the 
custody of TRS. Therefore, the basic financial statements of TRS are blended in the 
Commonwealth's funds financial statements as a special revenue fund. 
Public Buildings Authority (PBA) – PBA is governed by a seven member board comprised of the 
Secretary of the Department of Transportation and Public Works (DTPW), the Secretary of the 
Department of Education (DOE) of the Commonwealth, the President of the GDB, and four- members 
appointed by the Governor with the advice and consent of the Senate. As provided under Act No. 2-
2017, the board member position previously occupied by the President of the GDB is currently held 
by the Executive Director of FAFAA as of January 18, 2017. PBA is a legally separate entity, whose 
activities are blended within the Primary Government because it exists to construct, purchase, or 
lease office, school, health, correctional, social welfare, and other facilities to the Commonwealth’s 
departments, component units, and instrumentalities. Bonds issued by the PBA to finance such 
facilities are payable from the rent revenues of certain government facilities leased by PBA and are 
further supported by a guarantee of the Commonwealth. Therefore, the basic financial statements of 
the PBA are blended in the Commonwealth’s fund financial statements as a special revenue, debt 
service, and capital project fund. On September 27, 2019, the Financial Oversight and Management 
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Board for Puerto Rico (the Oversight Board)—at the request of the Governor—commenced a Title 
III case for PBA by filing a petition for relief under Title III of PROMESA in the Title III Court. 
Retirement System for the Judiciary of the Commonwealth of Puerto Rico (JRS) – JRS is a single 
employer defined benefit plan that covers all active judges or retired judges of the judiciary branch 
of the Commonwealth. After the enactment of Act 106-2017 on August 23, 2017, JRS is governed 
by the same board of trustees as ERS and is administered by the Retirement Board. After the 
enactment of Act 106-2017, JRS operations are limited to maintaining custody of the unliquidated 
assets that are pending to be transferred to the Commonwealth's General Fund. The 
Commonwealth's General Fund became the only recipient of the assets maintained under the 
custody of JRS. Therefore, the basic financial statements of JRS are blended in the Commonwealth's 
funds financial statements as a special revenue fund.  
Special Communities Perpetual Trust (SCPT) – SCPT is governed by a board of directors composed 
of eleven members: the Secretary of the Department of Housing of the Commonwealth (the 
Commonwealth DOH), the Secretary of the DTPW of the Commonwealth, the Coordinator for the 
Social and Economic Financing of the Special Communities, one Mayor of a municipality of Puerto 
Rico, one community leader resident in one special community, four private citizens representing the 
public interest, and two public employees. All members of the board of directors are appointed by 
the Governor. SCPT’s principal purpose is to fund development projects that address the 
infrastructure and housing needs of the underprivileged communities. Over the years since its 
inception, SCPT has seen its revenue sources diminish as its principal assets, mortgage loans, are 
being fully reserved. SCPT has accumulated debt with the GDB, which is payable from 
Commonwealth Legislative appropriations. Therefore, SCPT’s basic financial statements are 
blended in the Commonwealth’s fund financial statements as a special revenue and debt service 
fund. 
The Children’s Trust – The Children’s Trust is governed by a seven member board comprised of the 
Governor, who designates the president of the board, the Executive Director of FAFAA, the Director 
of the PROMB, the Secretary of Justice of the Commonwealth, and three private citizens appointed 
by the Governor with the advice and consent of the Senate. The Children’s Trust’s sole operation 
consists of providing financial assistance principally to the Commonwealth’s departments to carry 
out projects aimed at promoting the wellbeing of families, children, and youth of Puerto Rico, 
especially in the areas of education, recreation, and health. The operation of the Children’s Trust is 
financed with the moneys being received by the Commonwealth from a global settlement agreement 
(GSA) dated November 23, 1998 between certain tobacco companies and certain states, territories, 
and other jurisdictions of the United States of America, including the Commonwealth. The GSA calls 
for annual payments through the year 2025, which will vary due to inflationary and volume 
adjustments. After 2025, the tobacco companies should continue making contributions in perpetuity. 
As the Children’s Trust provides financial assistance entirely or almost entirely to the 
Commonwealth’s departments and its total debt outstanding is being repaid with the GSA resources 
received by the Commonwealth, its basic financial statements are blended in the Commonwealth’s 
fund financial statements as a special revenue and debt service fund. 
University of Puerto Rico Comprehensive Cancer Center (UPRCCC) – UPRCCC is governed by a 
nine member board comprising of four ex officio members: the President of the UPR, the Chancellor 
of Medical Sciences Campus of the UPR, the Secretary of the PRDOH, and the Dean of the UPR 
School of Medicine. The remaining (5) five members must be citizens of Puerto Rico who have shown 
commitment to the fight against cancer, and are appointed by the Governor with the approval of the 
Commonwealth Senate with the following criteria: two members from the investigative studies or 
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cancer treatment community; one member with experience in management, finance, or business 
administration, or with previous experience managing hospitals or medical investigation clinics; one 
member who is a cancer patient; and one member who will be a member of the “Liga Puertorriqueña 
Contra el Cancer.” The Commonwealth provides financial support to UPRCCC through legislative 
appropriations. The UPRCCC was created by Act No. 230 of August 26, 2004 (Act No. 230-2004), 
to be the governmental entity principally responsible to execute public policy related to the 
prevention, orientation, investigation and treatment of cancer in Puerto Rico. On October 31, 2013, 
Act No. 128 (Act No. 128-2013) was approved amending Act No. 230-2004 in order to specifically 
establish that beginning with fiscal year 2015, annual Commonwealth legislative appropriations of 
$15 million could be made available to cover the debt service of the obligations incurred by the 
UPRCCC in its capital related projects, particularly the construction of its medical and hospital 
facilities. Prior to Act No. 128-2013, Act No. 230-2004 was not conclusive as to the revenue source 
from which to repay the aforementioned debt service. As the total debt outstanding is payable from 
Commonwealth’s legislative appropriations, UPRCCC’s basic financial statements are blended in 
the Commonwealth’s fund financial statements as a special revenue fund. 
The COFINA Debt Service Fund, the COFINA Special Revenue Fund and the ERS Special Revenue 
Fund are presented as major governmental funds, while PRMeSA and PRHIA are presented as 
major enterprise funds. All the other blended component units are reported in the nonmajor 
governmental funds column, except for PPA, which is reported in the nonmajor enterprise funds 
column. Complete basic financial statements of the blended component units can be obtained 
directly by contacting their respective administrative offices at: 

 

Employees’ Retirement System of the Puerto Rico Sales Tax Financing Corporation
Government of the Commonwealth of Puerto Rico P.O. Box 42001

P.O. Box 42003 – Minillas Station San Juan, PR 00940-2001
San Juan, PR 00940-2203
Ponce Authority Puerto Rico System of Annuities and Pensions for
P.O. Box 195534 Teachers
San Juan, PR 00919-5534 P.O. Box 191879

San Juan, PR 00919-1879

Ponce Ports Authority Public Buildings Authority
P.O. Box 7051 P.O. Box 41029 – Minillas Station
Ponce, PR 00752 San Juan, PR 00940-1029

Puerto Rico Fiscal Agency and Financial Retirement System for the Judiciary of the
Advisory Authority Commonwealth of Puerto Rico

P.O. Box 42001 P.O. Box 42003 – Minillas Station
San Juan, PR 00940-2001 San Juan, PR 00940-2203

Puerto Rico Health Insurance Administration Special Communities Perpetual Trust
P.O. Box 195661 P.O. Box 42001
San Juan, PR 00919-5661 San Juan, PR 00940-2001

Puerto Rico Infrastructure Financing Authority The Children’s Trust
P.O. Box 41207 Minillas Station P.O. Box 42001
San Juan, PR 00940 San Juan, PR 00940-2001

Puerto Rico Maritime Shipping Authority University of Puerto Rico Comprehensive
P.O. Box 42001 Cancer Center
San Juan, PR 00940-2001 PMB 711, 89 De Diego Ave., Suite 105

San Juan, PR 00927-6346
Puerto Rico Medical Services Administration
P.O. Box 2129
San Juan, PR 00922-2129

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 55 of 471



COMMONWEALTH OF PUERTO RICO 
Notes to Basic Financial Statements 

June 30, 2018 

 50 

(ii) Discretely Presented Component Units 
The discretely presented component units described below, all legally separate entities, consistent 
with GASB Statement No. 14, as amended by GASB Statements No. 39 and No. 61, are discretely 
presented in the basic financial statements principally because of the nature of the services they 
provide, the Commonwealth’s ability to impose its will, principally through the appointment of their 
governing authorities, and because the discretely presented component units provide specific 
financial benefits to, or impose financial burdens on, the Commonwealth (with the exception of 
Culebra Conservation and Development Authority and the Puerto Rico Science, Technology and 
Research Trust, which do not meet all these criteria, but the Commonwealth has determined it would 
be misleading to exclude them from the Commonwealth’s financial reporting entity). These discretely 
presented component units are not blended with the Primary Government because they do not 
provide services entirely, or almost entirely to the Primary Government, their governing board is not 
substantively the same as that of the Primary Government, the Primary Government does not have 
any operational responsibilities over them, and they do not have total debt outstanding being repaid 
entirely or almost entirely with resources of the Primary Government. These discretely presented 
component units have been classified by management between major and nonmajor discretely 
presented component units. A major discretely presented component unit is determined by the 
Commonwealth based on the nature and significance of its relationship to the Primary Government. 
This determination is based on the evaluation of the following factors: a) the services provided by 
the discretely presented component unit to the citizenry are such that separate reporting as a major 
discretely presented component unit is considered to be essential to financial statement users, 
b) there are significant transactions with the Primary Government, or c) there is a significant financial 
benefit or burden relationship with the Primary Government. If a discretely presented component unit 
is expected to meet some of these considerations for inclusion as major discretely presented 
component unit in a future year, the Commonwealth may elect to report it as such. 
Major Discretely Presented Component Units 
Government Development Bank for Puerto Rico (GDB) – Prior to its decision on March 23, 2018 to 
cease operations and wind down under Title VI of PROMESA, GDB was governed by a seven 
member board appointed by the Governor. GDB’s board of directors’ members were executives in a 
trustworthy position, named and supervised by the Governor. When operating prior to March 23, 
2018, GDB acted as fiscal agent, depository of funds, disbursing agent, investor and financial advisor 
for the Commonwealth, its public corporations, and municipalities in connection with the issuance of 
bonds and notes; and it also issued warranties to third parties, made loans, and advanced funds 
predominantly to the Commonwealth’s departments, component units, and municipalities. 
Act No. 21-2016, known as the “Puerto Rico Emergency Moratorium and Financial Rehabilitation 
Act” (the Moratorium Act), created FAFAA to assume GDB’s role as fiscal agent, financial advisor 
and reporting agent for the Commonwealth, its instrumentalities, and municipalities. This new fiscal 
agency and advisory authority commenced its functions as described above immediately upon 
the Moratorium Act’s enactment. The Moratorium Act did not have an impact on the designation of 
GDB as a major discretely presented component unit for fiscal year 2018. The scope of FAFAA’s 
powers were substantially expanded under Act No. 2-2017, as discussed in Note 3 and Note 23. For 
additional information regarding the Moratorium Act, refer to Note 3 and Note 23. 
Puerto Rico Aqueduct and Sewer Authority (PRASA) – PRASA is governed by a nine member board 
comprising of six members appointed by the Governor with the advice and consent of the Senate 
(including the President of the Puerto Rico Planning Board), the Executive President of the Puerto 
Rico Electric Power Authority (PREPA), the Executive Director of Mayors’ Federation, and the 
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Executive Director of Mayors’ Association. PRASA owns and operates the Commonwealth’s system 
of public water supply and sanitary sewer facilities. PRASA is authorized, among other things, to 
borrow money and issue revenue bonds for any of its corporate purposes. The Commonwealth 
guarantees the principal and interest payments of certain outstanding bonds and of all future bonds 
issued to refinance those outstanding bonds at the date of refinancing. Act No. 45-1994 was later 
amended to include other loans under the Clean Water State Revolving Funds Program (SRFP) and 
under the USDA Rural Development Program. The Commonwealth historically provided certain 
financial support to PRASA through legislative appropriations for debt service of its Public Finance 
Corporation (PFC) notes. 
Puerto Rico Electric Power Authority (PREPA) – PREPA is governed by a seven member board, six 
of which are appointed by the Governor and one member is an elected consumer representative. 
PREPA is responsible for conserving, developing, and utilizing the power resources in order to 
promote the general welfare of Puerto Rico and owns and operates the Commonwealth’s electrical 
power generation, transmission, and distribution system. The Commonwealth is entitled to receive 
contributions in lieu of taxes from PREPA. 
Puerto Rico Highways and Transportation Authority (PRHTA) – PRHTA is governed by a seven 
member board comprising of the Secretary of DTPW (serving as the President of the board), the 
President of the Planning Board (PRPB), the Secretary of the DOT, the Executive Director of FAFAA, 
and three other members from the private sector appointed by the Governor with the advice and 
consent of the Senate. The PRHTA has broad powers to carry out its responsibilities in accordance 
with DTPW’s overall transportation policies. These powers include, among other things, the complete 
control and supervision of any highway facilities constructed, owned, or operated by the PRHTA 
(including the ability to set tolls for the use of the highway facilities subject to compliance with certain 
public hearing requirements), and the power to issue bonds, notes, or other obligations. The PRHTA 
plans and manages the construction of all major projects relating to the Commonwealth’s toll highway 
system, undertakes major repairs, and maintains the toll ways. 
State Insurance Fund Corporation (SIFC) – SIFC is governed by a seven member board appointed 
by the Governor with the advice and consent of the Senate. The board comprises the Commissioner 
of Insurance of Puerto Rico, an officer from the Department of Labor and Human Resources (DLHR) 
of the Commonwealth, an officer from the PRDOH, a representative of the employers’ interest, a 
representative of the employees’ interest, and two members without any of these interests. One of 
these members is appointed by the Governor as president of the board for a period of six years. The 
three public officials are appointed for a period of five years, and the rest of the members for four, 
three, two, and one year, respectively. SIFC provides workers’ compensation and disability 
insurance to public and private employees. The Commonwealth has access to SIFC’s resources. 
University of Puerto Rico (UPR) – The UPR is governed by a thirteen member Governing Board, 
nine of which are appointed by the Governor and confirmed by the Senate of Puerto Rico. The 
remaining members of the Governing Board consist of two tenured professors and two full time 
students. The Secretary of the DOE becomes an ex officio member of the governing board. The 
Commonwealth provides financial support to the UPR through legislative appropriations. 
Nonmajor Discretely Presented Component Units 
Agricultural Enterprises Development Administration (AEDA) – AEDA is governed by the Secretary 
of Agriculture of the Commonwealth. The purpose of AEDA is to provide a wide variety of services 
and incentives to the agricultural sector. The Commonwealth has the ability to impose its will on 
AEDA. The Commonwealth provides financial support to AEDA through legislative appropriations. 
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Automobile Accidents Compensation Administration (AACA) – AACA is governed by a Cabinet 
Member, and a four member board appointed by the Governor with the advice and consent of the 
Senate. The AACA operates a system of compulsory insurance coverage for all registered motor 
vehicles and compensates citizens for injuries arising from motor vehicle accidents. The 
Commonwealth has the ability to significantly influence rates charged by the AACA. The 
Commonwealth has access to AACA’s resources. 
Cardiovascular Center Corporation of Puerto Rico and the Caribbean (CCCPRC) – CCCPRC is 
governed by a seven member board comprising of the Secretary of the PRDOH, the Director of the 
Medical Sciences Campus of the UPR, the Executive Director of the PRMeSA, and four additional 
members appointed by the Governor with the advice and consent of the Senate, one of which should 
be from the Cardiology Society of Puerto Rico and another a member of a cardiology foundation 
properly registered in the Department of State of the Commonwealth. The purpose of the CCCPRC 
is to provide special treatment to patients suffering from cardiovascular diseases. The 
Commonwealth provides financial support to the CCCPRC through legislative appropriations. 
Center of Diabetes for Puerto Rico (CDPR) – CDPR is governed by a nine member board, which 
include the Secretary of the PRDOH, the dean of the School of Medical Sciences of the UPR, the 
other seven member are appointed by the Governor. The CDPR was created to be responsible for 
the planification, organization, operation and administration of investigative services, orientation 
prevention and treatments of diabetes in Puerto Rico. The Commonwealth provides financial support 
to the CDPR through legislative appropriations. 
Company for the Integral Development of the “Península de Cantera” (CIDPC) – CIDPC is governed 
by an eleven member board, of which six members are appointed by the Governor and five members 
are appointed by the Mayor of the Municipality of San Juan. The CIDPC was created to establish 
and implement a comprehensive development plan for the Península de Cantera area. Its main 
function is to supervise and coordinate governmental efforts and promote and manage private sector 
initiatives for the improvements and rehabilitation of the aforementioned area. The Commonwealth 
generally provides financial support to the CIDPC. 
Corporation for the “Caño Martín Peña” ENLACE Project (CPECMP) – CPECMP was created for the 
purpose of coordinating the public policy related to the rehabilitation of the Caño Martín Peña area. 
The CPECMP is governed by a board of directors of thirteen members of which seven members are 
appointed by the Governor and six members are appointed by the Mayor of the Municipality of San 
Juan. The Commonwealth generally provides financial support to the CPECMP through legislative 
appropriations. 
Culebra Conservation and Development Authority (CCDA) – CCDA was created to formulate and 
administer the program and plan for the conservation, use, and development of natural resources of 
the Municipality of Culebra. The CCDA is administered through a board of directors composed of 
five members, including the Mayor of the Municipality of Culebra and four additional members 
appointed by the Mayor of the Municipality of Culebra and confirmed by the municipal legislature. 
The administration and operations of the CCDA are conducted by an executive director elected by 
the board of directors. The Commonwealth provides financial support to the CCDA through legislative 
appropriations. Although CCDA’s board of directors is not appointed by the Commonwealth and it is 
not fiscally dependent on the Commonwealth, the Commonwealth believes it would be misleading to 
exclude it from its reporting entity, given the financial support provided by the Commonwealth. 
Economic Development Bank for Puerto Rico (EDB) – EDB is governed by a nine member board 
comprising of the Executive Director of FAFAA, who is the Chairman, the Secretary of Agriculture of 
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the Commonwealth, the Secretary of the DEDC, the Executive Director of the Puerto Rico Industrial 
Development Company (PRIDCO), the Executive Director of the PRTC (Puerto Rico Tourism 
Company), and four members representing the private sector and appointed by the Governor with 
the advice and consent of the Senate. Private sector members are appointed for a maximum period 
of three years. The EDB is responsible for the promotion and development of the private sector 
economy of the Commonwealth. This purpose is to be met by granting direct loans, loan guarantees, 
loan participation, and/or direct investments to any person or business organization devoted to 
manufacturing, agriculture, trade, tourism, or other service enterprises with preference, but not 
limited to economic activities that may have the effect of substituting imports. The Commonwealth 
has the ability to impose its will on the EDB. 
Farm Insurance Corporation of Puerto Rico (FICPR) – FICPR is governed by a five member board 
consisting of the Secretary of Agriculture of the Commonwealth, the Dean of the Agricultural 
Sciences Faculty of the UPR Mayaguez Campus, a representative of the FAFAA, and two bona fide 
farmers appointed by the Governor with the advice and consent of the Senate. The purpose of the 
FICPR is to provide insurance to farmers against losses in their farms caused by natural disasters. 
The Commonwealth has the ability to impose its will on the FICPR. 
Fine Arts Center Corporation (FACC) – FACC is governed by a nine member board comprising of 
the President of the Musical Arts Corporation (MAC) and eight members named by the Governor. 
FACC was created with the purpose of administering the Fine Arts Center. The Commonwealth 
provides financial support to FACC through legislative appropriations. 
Independent Consumer Protection Office (ICPO) – ICPO is overseen by the Director appointed by 
the Governor with the advice and consent of the Senate. ICPO is also managed by an executive 
director who works together with the Puerto Rico Energy Affairs Administration and provides 
technical advice to the commissioners. ICPO is the key component for the faithful and transparent 
execution of the Puerto Rico Energy Reform. The Puerto Rico Energy Commission, an entity 
included within the primary government of the Commonwealth, provides financial support to the ICPO 
equivalent to the 10% of the contributions received from PREPA. 
Institute of Puerto Rican Culture (IPRC) – IPRC is governed by a nine member board comprising of 
the President of MAC and eight members appointed by the Governor with the advice and consent of 
the Senate. The IPRC is responsible for implementing the public policy related to the development 
of Puerto Rican arts, humanities, and culture. The Commonwealth provides financial support to the 
IPRC through legislative appropriations. 
Institutional Trust of the National Guard of Puerto Rico (ITNGPR) – ITNGPR is governed by a seven 
member board comprising of the Adjutant General of the Puerto Rico National Guard, the Executive 
Director of FAFAA, the Secretary of Justice of the Commonwealth, three members of the military 
from the Puerto Rico National Guard, and one representative from the community appointed by the 
Governor. ITNGPR’s purpose is to provide life insurance, retirement benefits, and economic 
assistance to the active members of the Puerto Rico National Guard and their families. The 
Commonwealth generally provides financial support to the ITNGPR through legislative 
appropriations and has the ability to impose its will on the ITNGPR. 
Land Authority of Puerto Rico (LAPR) – LAPR is governed by a five member board consisting of the 
Secretary of Agriculture of the Commonwealth and four members appointed by the Governor. LAPR 
was created to carry out the provisions of the Land Law of Puerto Rico, principally geared to the 
agricultural development of Puerto Rico. LAPR maintains debt that is payable from Commonwealth’s 
appropriations and funds generated by LAPR operations. 
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Local Redevelopment Authority of the Lands and Facilities of Naval Station Roosevelt Roads (LRA) 
– LRA is governed by a nine member board comprising of the Secretary of Economic Development 
and Commerce of the Commonwealth, who is the Chairman, two members appointed by the Mayor 
of the Municipality of Ceiba, one member appointed by the Mayor of the Municipality of Naguabo, 
one member appointed by the President of the Senate, one member appointed by the Speaker of 
the House of Representatives and three additional members appointed by the Governor, all to 
possess known interest and expertise in the areas of planning; commercial, tourism, residential, and 
institutional development; real estate; tourism and recreational facilities administration; and 
infrastructure projects’ management. The LRA is responsible for the implementation of the reuse and 
redevelopment plan for the former Navy Station of Roosevelt Roads located in Ceiba, Puerto Rico. 
Some of the activities involved in these redevelopment plans include the direction, supervision, 
regulation, and maintenance of the economic development on the land and facilities formerly 
occupied by the U.S. Navy. The Commonwealth generally provides financial support to the LRA 
through legislative appropriations. 
Musical Arts Corporation (MAC) – MAC is governed by a seven member board appointed by the 
Governor with the advice and consent of the Senate. MAC was created to promote the development 
of the arts and cultural programs of the Commonwealth. The Commonwealth provides financial 
support to MAC through legislative appropriations. 
Public Corporation for the Supervision and Deposit Insurance of Puerto Rico Cooperatives 
(PCSDIPRC) – PCSDIPRC is governed by a nine member board comprising of the Administrator of 
the Cooperative Development Administration, the Commissioner of Financial Institutions of Puerto 
Rico, the Secretary of the DOT, the Inspector of Cooperatives, three citizens representing the 
cooperative movement, one representative of the Puerto Rico Cooperatives League, and one private 
citizen representing the public interest. PCSDIPRC has the responsibility of providing to all the 
cooperatives and the Federation of Cooperatives of Puerto Rico insurance coverage over the stocks 
and deposits, and for monitoring the financial condition of the insured cooperatives, and the 
uninsured cooperatives when requested by the Inspector of Cooperatives. The Commonwealth has 
the ability to impose its will on PCSDIPRC. 
Puerto Rico Conservatory of Music Corporation (PRCMC) – PRCMC is governed by a seven member 
board appointed by the Governor, with the advice and consent of the Senate. The PRCMC is 
responsible for providing the Puerto Rican community and especially its youths with the required 
facilities to educate and perfect their musical skills, including secondary education programs for 
developing musical arts. It prepares the artistic element that nourishes the Puerto Rico Symphony 
Orchestra and other musical organizations, and coordinates the governmental efforts to interested 
industries, private enterprises, and private citizens. The Commonwealth occasionally provides 
financial support to the PRCMC through legislative appropriations. 
Puerto Rico Convention Center District Authority (PRCCDA) – PRCCDA is governed by a nine 
member board of directors comprising of three members from the public sector and six members 
from the private sector. The public sector members comprise the Secretary of Economic 
Development and Commerce of the Commonwealth, who is the Chairman, the Executive Director of 
the PRTC, and the Executive Director of FAFAA. The private sector members are individuals having 
experience in the areas of hotel operations, tourism, real estate, convention centers, and at least one 
with financial expertise who are appointed by the Governor with the advice and consent of the 
Senate. PRCCDA was created to be responsible, for improving, developing, managing, and 
operating the property and improvements within the Puerto Rico Convention Center District 
(the District) geographical area. PRCDA has the power to finance all the improvements to be 
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developed through the issuance of bonds and the imposition of assessments against the owners or 
lessees of land within the District who benefit from the Convention Center and other improvements. 
Also, PRCCDA promotes the development, construction, expansion and improvement of the Puerto 
Rico Convention Center (Convention Center), Bahía Urbana, and the Jose Miguel Agrelot Coliseum 
(the Coliseum). The administration, operation and management of the Convention Center and the 
Coliseum are carried out by a third-party private entity, under PRCDDA’s responsibility. Bahía 
Urbana is administered by PRCCDA’s management. The Commonwealth provides financial support 
to the PRCCDA through legislative appropriations. 
Puerto Rico Council on Education (PRCE) – PRCE is governed by a board comprising of nine 
members appointed by the Governor with the consent of the Senate. Its purpose is to develop higher 
education, to administer the licensing and certification of institutions of higher education, and to 
administer scholarship funds. The Commonwealth provides financial support to the PRCE through 
legislative appropriations. 
Puerto Rico Energy Commission (PREC) – PREC is governed by a board of directors composed of 
a commissioner President and two associate commissioners, all appointed by the Governor with the 
advice and consent of the Senate. The first commissioner President and two associate 
commissioners appointed will occupy their positions for six years, four years and two years, 
respectively, with succeeding commissioners to be appointed for a term of six years. PREC was 
created on May 27, 2014 pursuant Act No. 57, also known as the Puerto Rico Energy Transformation 
and Relief Act. Under the provisions of Act No. 57-2014, PREC functions as an independent 
government entity in charge of regulating, overseeing and ensuring compliance with the public policy 
on energy of the Commonwealth and with the authority to approve electric rates proposed by PREPA, 
among other responsibilities. Act No. 57-2014 requires PREPA to appropriate annually $5.8 million 
for PREC’s operations, to be remitted to the PREC through special accounts established at the DOT. 
The Commonwealth also has the ability to impose its will on PREC. Pursuant to a restructuring of 
PREC in 2019, PREC is now known as the Puerto Rico Energy Bureau (PREB). 
Puerto Rico Industrial Development Company (PRIDCO) – PRIDCO is governed by a seven member 
board comprising of the Secretary of Economic Development and Commerce of the Commonwealth, 
who is the Chairman, the Secretary of the DOT, the Executive Director of FAFAA, the President of 
the Puerto Rico Planning Board (PRPB), and three members from the private sector appointed by 
the Governor with the advice and consent of the Senate. The private sector members are appointed 
for a period of four years. PRIDCO administers the Commonwealth’s sponsored economic 
development program by providing facilities, general assistance, and special incentive grants to 
manufacturing companies operating in Puerto Rico. PRIDCO has issued interim notes and revenue 
bonds to finance manufacturing plants and other facilities. Rentals derived from the leasing of 
specified facilities of PRIDCO are used for the payment of PRIDCO’s revenue bonds. PRIDCO 
maintains debt that is payable from Commonwealth’s appropriations. The Commonwealth generally 
provides financial support to PRIDCO through legislative appropriations and has the ability to impose 
its will on PRIDCO. 
Puerto Rico Industrial, Tourist, Educational, Medical, and Environmental Control Facilities Financing 
Authority (known as AFICA, its Spanish acronym) – AFICA is governed by a seven member board 
comprising of the Executive Director of PRIDCO, the Executive Director of FAFAA, the Executive 
Director of PRIFA, the Executive Director of the Puerto Rico Tourism Company (PRTC), the 
President of the Environmental Quality Board (EQB), and two private citizens appointed by the 
Governor. AFICA is authorized to issue revenue bonds to finance industrial, tourist, environmental 
control, medical, and educational facilities in Puerto Rico and the United States of America for use 
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by private companies, nonprofit entities, or governmental agencies. The bonds are payable solely 
from collections from such private companies, nonprofit entities, or governmental agencies, and do 
not constitute debt of the Commonwealth or any of its other component units. The Commonwealth 
has the ability to impose its will on AFICA. 
Puerto Rico Integrated Transit Authority (PRITA) – PRITA is governed by a nine member board 
comprising of the Secretary of the DTPW, who serves as Chairman, the Executive Director of 
PRHTA, the President of the PRPB, the Director of PROMB, the Executive Director of FAFAA, two 
additional members from the private sector appointed by the Governor with the advice and consent 
of the Senate and two other members representing entities within the Metropolitan Planning 
Organization, who are selected through the vote from its own Board of Directors. PRITA was created 
by Act No. 123 of August 3, 2014 (Act No. 123-2014) for the purpose of implementing a uniform 
public policy on collective, road and maritime transportation, and with it the integration of the 
operations, assets, rights, obligations and funds of PRHTA’s urban train, the Puerto Rico 
Metropolitan Bus Authority (PRMBA) and the Puerto Rico and Municipal Islands Maritime Transport 
Authority (PRMIMTA). As of June 30, 2018, PRITA was still in the process of obtaining the required 
approvals from local and federal authorities to integrate and officialize the merger of the urban train, 
PRMBA and PRMIMTA into PRITA. The Commonwealth generally provides financial support to 
PRITA through legislative appropriations and PRITA will transfer the necessary funds to the PRHTA, 
PRMBA and PRMIMTA, when they are engaged in construction, operations and maintenances of 
Mass, Rail and Maritime Transportation Facilities. 
Puerto Rico Land Administration (PRLA) – PRLA is governed by an eleven member board 
comprising of the Secretary of Economic Development and Commerce of the Commonwealth, who 
serves as President, the President of the PRPB, who serves as Vice President, the Secretary of the 
DOT, the Secretary of Agriculture of the Commonwealth, the Secretary of DTPW of the 
Commonwealth, the Secretary of Housing of the Commonwealth, the Executive Director of PRIDCO, 
and four members appointed by the Governor with the advice and consent of the Senate. The PRLA 
acquires parcels of land on behalf of government instrumentalities through negotiation or 
expropriation for future development or for reserve. The Commonwealth provides financial support 
to the PRLA through legislative appropriations. 
Puerto Rico and Municipal Islands Maritime Transport Authority (PRMIMTA) – PRMIMTA is governed 
by a five member board comprising of the Secretary of DTPW, who serves as President, the 
Executive Director of the Puerto Rico Ports Authority, the Mayors of Vieques and Culebra, and one 
additional member appointed by the Governor. The operations of PRMIMTA consist of administering 
and operating the maritime transportation services between San Juan, Fajardo, Vieques, and 
Culebra. The Commonwealth generally provides financial support to PRMIMTA through legislative 
appropriations. Act No. 123-2014, which created PRITA, provided for the integration of PRMIMTA’s 
operations into PRITA; however, as of June 30, 2018, PRMIMTA’s operations, assets, rights, 
obligations and funds had not been transferred. 
Puerto Rico Metropolitan Bus Authority (PRMBA) – PRMBA is governed by the Secretary of DTPW 
of the Commonwealth. The PRMBA provides bus transportation to passengers within the San Juan 
Metropolitan Area. The Commonwealth provides financial support to the PRMBA through the transfer 
of certain gasoline and diesel excise taxes collected by the Commonwealth. Act No. 123-2014, which 
created PRITA, and provided for the integration of PRMBA’s operations into PRITA; however, as of 
June 30, 2018, PRMBA’s operations, assets, rights, obligations and funds had not been transferred. 
Puerto Rico Municipal Finance Agency (PRMFA) – PRMFA is governed by a five member board 
comprising of the Executive Director of FAFAA, who is the Chairman, the Commissioner of Municipal 
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Affairs, and three additional members appointed by the Governor, one of whom must be either the 
Mayor or chief financial officer of a municipality. The PRMFA was organized to create a capital market 
to assist the municipalities of Puerto Rico in financing their public improvement programs. The 
Commonwealth is required to cover any potential deficiency that may exist on the PRMFA reserve 
accounts established for debt service. 
Puerto Rico Municipal Finance Corporation (Known as COFIM, for its Spanish Acronym) – COFIM 
is governed by a seven member board comprising of three members of the Board of Directors of 
FAFAA, three Mayors from municipalities in Puerto Rico (two of them from the political party 
controlling the majority of municipalities and the remaining Mayor elected by the rest of the 
municipalities) and one member representing the public interest recommended by all the Mayors of 
the municipalities and ratified by the Governor. COFIM was created by Act No. 19-2014 to issue 
bonds and use other financing mechanisms to pay or refinance, directly or indirectly, all or a portion 
of the municipalities’ debt obligations payable from the municipal sales and use tax. The 
Commonwealth is required to cover any potential deficiency that may exist on the COFIM reserve 
accounts established for debt service. 
Puerto Rico Ports Authority (PRPA) – PRPA is governed by a five member board consisting of the 
Secretary of DTPW of the Commonwealth, who is the Chairman, the Secretary of the DEDC, the 
Executive Director of the PRTC, the Executive Director of PRIDCO and one private citizen appointed 
by the Governor with the consent of the Senate. The purpose of the PRPA is to administer all owned 
ports and aviation transportation facilities of the Commonwealth and to render other related services, 
including the supervision and monitoring over the service concession arrangement of the Luis Muñoz 
Marin International Airport, as further described in Note 17. The Commonwealth generally provides 
financial support to the PRPA through legislative appropriations. 
Puerto Rico Public Broadcasting Corporation (PRPBC) – PRPBC is governed by an eleven member 
board of directors comprising of the Secretary of the DOE, the President of the UPR, the Executive 
Director of the IPRC, and eight private citizens appointed by the Governor with the advice and 
consent of the Senate. At least three of these private citizens must have proven interest, knowledge, 
and experience in education, culture, art, science, or radio and television. The PRPBC was created 
for the purpose of integrating, developing, and operating the radio, television, and electronic 
communication facilities that belong to the Commonwealth. The Commonwealth provides financial 
support to the PRPBC through legislative appropriations. 
Puerto Rico Public Private Partnerships Authority (PPPA) – PPPA is governed by a five member 
board of directors comprising of the Executive Director of FAFAA, the Secretary of the DOT, the 
President of the PRPB, and two members appointed by the Governor, one member selected by the 
President of the Senate of Puerto Rico and another member, by the Speaker of the Puerto Rico 
House of Representatives. The PPPA is the only government entity authorized and responsible for 
implementing public policy on public private partnerships established by Act No. 29-2009, as 
amended, and to determine the functions, services, or facilities for which such Partnerships will be 
established. The Commonwealth generally provides financial support to the PPPA through legislative 
appropriations. 
Puerto Rico School of Plastic Arts (PRSPA) – PRSPA is governed by a seven member board. Four 
members are appointed by the board of directors of the IPRC, representing the public educational 
and cultural interests. Board members may not be employees of the PRSPA. The remaining three 
members are elected from among the members of the board of directors of the IPRC, one of whom 
serves as president. The PRSPA was created to develop, promote, plan, and coordinate programs 
of study in higher education oriented to the plastic arts, teaching, artistic techniques, and to help 
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students to develop humanistic values. The Commonwealth generally provides financial support to 
the PRSPA through legislative appropriations. 
Puerto Rico Science, Technology and Research Trust (PRSTRT) – PRSTRT is governed by an 
eleven member board of trustees comprising of five members ex officio representing certain Primary 
Government agencies and public corporations: the Secretary of the DEDC, the President of the UPR, 
the Director of PROMB, the Executive Director of FAFAA and the Executive Director of PRIDCO; 
and six additional trustees appointed by the board of trustees. The PRSTRT was created by Act No, 
214-2004, as amended, to foster and fund research, development and infrastructure projects related 
to science and technology to promote the economic, social or educational development of the 
Commonwealth and to operate exclusively for charitable, educational and scientific purposes. The 
PRSTRT was initially financially supported through various sources including moneys from certain 
UPR’s funds, private donations and legislative appropriations which have not recurred during the 
past several years. But recently, most of the funds come indirectly from the Commonwealth’s 
contributions into several funds that are managed and administered by PRIDCO, which in turn makes 
such funds available to PRSTRT. The PRSTRT’s board of trustees is not appointed by the 
Commonwealth. The Commonwealth believes it would be misleading to exclude it from its reporting 
entity, given the substantial indirect financial support provided by the Commonwealth and the fact 
that PRSTRT was created by law to implement and execute the Commonwealth’s scientific research 
mission and can be eliminated by actions of the Commonwealth. The Commonwealth generally 
provides financial support to the PRSTRT through legislative appropriations. 
Puerto Rico Telephone Authority (PRTA) – PRTA is governed by a five member board comprising of 
the Executive Director of FAFAA and four members that are appointed by the board of directors of 
the FAFAA from among the FAFAA board members, all of which are appointed by the Governor. 
PRTA is the legal entity responsible to account for the equity interest in Telecommunications de 
Puerto Rico, Inc. PRTA is currently inactive and waiting for a legislative process to arrange its 
liquidation. The Commonwealth generally provides financial support to the PRTA through legislative 
appropriations. 
Puerto Rico Tourism Company (PRTC) – PRTC is governed by a seven member board comprising 
of representatives of different tourist related sectors appointed by the Governor with the consent of 
the Senate. At least one member must represent internal tourism and two must not be residents of 
the metropolitan area. Its purpose is to promote the tourism industry of Puerto Rico. The 
Commonwealth generally provides financial support to the PRTC through legislative appropriations. 
Puerto Rico Trade and Export Company (PRTEC) – PRTEC is governed by a nine member board 
comprising of the Secretary of the DEDC, who is the Chairman, the Executive Director of the PRPA, 
the Secretary of the Department of Agriculture (DOA), the President of the EDB, the Executive 
Director of PRIDCO, the Legal Division Director of the PRTEC, and three private citizens. The 
PRTEC has the responsibility to promote the highest efficiency in the services provided to the 
commercial sector, with emphasis on small and medium sized enterprises while promoting the export 
of products and services from Puerto Rico to other countries. The Commonwealth has the ability to 
impose its will on the PRTEC. 
Solid Waste Authority (SWA) – SWA is governed by a board appointed by the Secretary of the DNER, 
whereby, the Secretary and the Executive Director of SWA periodically meet. SWA provides 
alternatives for processing of solid waste and encourages recycling, reuse, and recovery of 
resources from waste. The Commonwealth provides financial support to SWA through legislative 
appropriations. 
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Complete basic financial statements of the discretely presented component units can be obtained 
directly by contacting their administrative offices: 

 

Agricultural Enterprises Development Automobile Accidents Compensation
Administration Administration

P.O. Box 9200 P.O. Box 364847
Santurce, PR 00908-0200 San Juan, PR 00936-4847

Cardiovascular Center Corporation of Center of Diabetes for Puerto Rico
Puerto Rico and the Caribbean P.O. Box 70344 PMB-87
P.O. Box 366528 San Juan, PR 00936
San Juan, PR 00936-6528

Company for the Integral Development of the Corporation for the “Caño Martín Peña”
“Península de Cantera” ENLACE Project

P.O. Box 7187 P.O. Box 41308
Santurce, PR 00916-7187 San Juan, PR 00940-1308

Culebra Conservation and Development Economic Development Bank for Puerto Rico
Authority P.O. Box 2134

P.O. Box 217 San Juan, PR 00922-2134
Culebra, PR 00775-0217

Farm Insurance Corporation of Puerto Rico Fine Arts Center Corporation
P.O. Box 9200 P.O. Box 41287 – Minillas Station
Santurce, PR 00908 San Juan, PR 00940-1287

Government Development Bank for Puerto Rico Independent Consumer Protection Office
P.O. Box 42001 524 Ponce de León Ave.
San Juan, PR 00940-2001 San Juan, PR 00918-1314

Institute of Puerto Rican Culture Institutional Trust of the National Guard of
P.O. Box 9024184 Puerto Rico
San Juan, PR 00902-4184 P.O. Box 9023786

San Juan, PR, 00902-3786

Land Authority of Puerto Rico Local Redevelopment Authority of the Lands
P.O. Box 9745 and Facilities of Naval Station Roosevelt Roads
Santurce, PR 00908-9745 400 Calaf Street, PMB 456

San Juan, PR 00918-1314

Musical Arts Corporation Public Corporation for the Supervision and
P.O. Box 41227 Deposit Insurance of Puerto Rico Cooperatives
San Juan, PR 00940-1227 P.O. Box 195449

San Juan, PR 00919-5449

Puerto Rico Aqueduct and Sewer Authority Puerto Rico Conservatory of Music Corporation
P.O. Box 7066 951 Ponce de León Ave.
San Juan, PR 00916-7066 San Juan, PR 00907-3373

Puerto Rico Convention Center District Authority Puerto Rico Council on Education
P.O. Box 19269, P.O. Box 19900
San Juan, Puerto Rico, 00910-1269 San Juan, PR 00910-1900

Puerto Rico Energy Commission Puerto Rico Electric Power Authority
268 Munoz Rivera Avenue P.O. Box 364267
San Juan, PR 00918 San Juan, PR 00936-4267
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The basic financial statements of the discretely presented component units have a fiscal year-end of 
June 30, 2018. 

Puerto Rico Government Investment Trust Fund Puerto Rico Highways and Transportation Authority
P.O. Box 42001, Millas Station P.O. Box 42007
San Juan, Puerto Rico 00940-2001 San Juan, PR 00940-2007

Puerto Rico Industrial Development Company Puerto Rico Industrial, Tourist, Educational,
P.O. Box 362350 Medical, and Environmental Control Facilities
San Juan, PR 00936-2350 Financing Authority

P.O. Box 42001
San Juan, PR 00940-2001

Puerto Rico Integrated Transit Authority Puerto Rico Land Administration
P.O. Box 41267 P.O. Box 363767
San Juan, PR 00940 San Juan, PR 00936-3767

Puerto Rico and Municipal Islands Maritime Puerto Rico Metropolitan Bus Authority
Transport Authority P.O. Box 195349

P.O. Box 4305 San Juan, PR 00919-5349
Puerto Real, PR 00740

Puerto Rico Municipal Finance Agency Puerto Rico Municipal Finance Corporation
P.O. Box 42001 P.O. Box 42001
San Juan, PR 00940-2001 San Juan, PR 00940-2001

Puerto Rico Ports Authority Puerto Rico Public Broadcasting Corporation
P.O. Box 362829 P.O. Box 190909
San Juan, PR 00936-2829 San Juan, PR 00919-0909

Puerto Rico Public Private Partnerships Authority Puerto Rico School of Plastic Arts
P.O. Box 42001 P.O. Box 9021112
San Juan, PR 00940-2001 San Juan, PR 00902-1112

Puerto Rico Science, Technology and Research Puerto Rico Telephone Authority
Trust P.O. Box 42001

P.O.Box 363475 San Juan, PR 00940-2001
San Juan, PR 00936-3475

Puerto Rico Tourism Company Puerto Rico Trade and Export Company
Tanca Street #500, Ochoa Building, 3rd Floor P.O. Box 195009
Old San Juan, PR 00902-3960 San Juan, PR 00919-5009

Solid Waste Authority State Insurance Fund Corporation
P.O. Box 40285 P.O. Box 365028
San Juan, PR 00940-0285 San Juan, PR 00936-5028

University of Puerto Rico
Jardín Botánico Sur
1187 Street Flamboyán
San Juan, PR 00916-1117
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(c) Component Units Audited Separately 
The basic financial statements of the Commonwealth include the basic financial statements of the 
following component units that were audited by other auditors: 
(i) Blended Component Units 

Ponce Ports Authority 
Ponce Authority (formerly known as Port of the Americas Authority) 
Public Buildings Authority 
Puerto Rico Fiscal Agency and Financial Advisory Authority 
Puerto Rico Health Insurance Administration 
Puerto Rico Infrastructure Financing Authority 
Puerto Rico Maritime Shipping Authority 
Puerto Rico Medical Services Administration 
Special Communities Perpetual Trust 
The Children’s Trust 
University of Puerto Rico Comprehensive Cancer Center 

(ii) Discretely Presented Component Units 
Agricultural Enterprises Development Administration 
Automobile Accidents Compensation Administration 
Cardiovascular Center Corporation of Puerto Rico and the Caribbean 
Center of Diabetes for Puerto Rico 
Company for the Integral Development of the “Península de Cantera” 
Corporation for the “Caño Martín Peña” ENLACE Project 
Culebra Conservation and Development Authority 
Economic Development Bank for Puerto Rico 
Farm Insurance Corporation of Puerto Rico 
Fine Arts Center Corporation 
Independent Consumer Protection Office 
Institute of Puerto Rican Culture 
Institutional Trust of the National Guard of Puerto Rico 
Land Authority of Puerto Rico 
Local Redevelopment Authority of the Lands and Facilities of Naval Station Roosevelt Roads 
Musical Arts Corporation 
Public Corporation for the Supervision and Deposit Insurance of Puerto Rico Cooperatives 
Puerto Rico Aqueduct and Sewer Authority 
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Puerto Rico Conservatory of Music Corporation 
Puerto Rico Convention Center District Authority 
Puerto Rico Council on Education 
Puerto Rico Energy Commission 
Puerto Rico Highways and Transportation Authority 
Puerto Rico Industrial Development Company 
Puerto Rico Industrial, Tourist, Educational, Medical and Environmental Control Facilities 
 Financing Authority 
Puerto Rico Integrated Transit Authority 
Puerto Rico Land Administration 
Puerto Rico and Municipal Islands Maritime Transport Authority 
Puerto Rico Metropolitan Bus Authority 
Puerto Rico Municipal Finance Agency 
Puerto Rico Municipal Finance Corporation 
Puerto Rico Ports Authority 
Puerto Rico Public Broadcasting Corporation 
Puerto Rico Public Private Partnerships Authority 
Puerto Rico School of Plastic Arts 
Puerto Rico Science, Technology and Research Trust 
Puerto Rico Telephone Authority 
Puerto Rico Tourism Company 
Puerto Rico Trade and Export Company 
Solid Waste Authority 
State Insurance Fund Corporation 
University of Puerto Rico 

(d) Basis of Presentation 
(i) Government-wide Financial Statements 

The government-wide financial statements (the statement of net position and the statement of 
activities) report information of all the nonfiduciary activities of the Commonwealth and its discretely 
presented component units. For the most part, the effect of interfund activity has been removed from 
these government-wide financial statements. Governmental activities, which normally are supported 
by taxes and intergovernmental revenue, are reported separately from Business-type activities, 
which rely to a significant extent on fees and charges for services or which are financed and operated 
in a manner similar to private business enterprises. Likewise, the Primary Government is reported 
separately from the legally separate discretely presented component units for which the Primary 
Government is financially accountable. The statement of net position presents the reporting entities’ 
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nonfiduciary assets, deferred outflows of resources, liabilities, and deferred inflows of resources, with 
the residual measure reported as net position. Net position is reported in three categories: 

• Net Investment in Capital Assets – This component of net position consists of capital assets net 
of accumulated depreciation and reduced by the outstanding balance of any bonds, mortgages, 
notes, or other borrowings that are directly attributable to the acquisition, construction, or 
improvement of those assets. Deferred outflows of resources and deferred inflows of resources 
that are attributable to the acquisition, construction, or improvement of those assets or related 
debt also should be included in this component of net position. If there are significant unspent 
related debt proceeds at year end, the portion of the debt attributable to the unspent amount is 
not included in the calculation of this component of net position. Rather, that portion of the debt 
is included in the same net position component (restricted or unrestricted) as the unspent 
amount. 

• Restricted Net Position – This component of net position consists of restricted assets and 
deferred outflows of resources reduced by related liabilities and deferred inflows of resources. 
Generally, a liability relates to restricted assets if the asset results from a resource flow that also 
results in the recognition of a liability or if the liability will be liquidated with the restricted assets 
reported. Restricted assets result when constraints placed on those assets use are either, 
externally imposed by creditors, grantors, contributors, and the like, or imposed by law through 
constitutional provisions or enabling legislation. 

• Unrestricted Net Position – This component of net position is the net amount of the assets, 
deferred outflows of resources, liabilities, and deferred inflows of resources that are not included 
in the determination of net investment in capital assets or the restricted component of net 
position. 
When both restricted and unrestricted resources are available for use, generally, it is the 
Commonwealth’s policy to use restricted resources first, then the unrestricted resources as they 
are needed. 

The statement of activities demonstrates the degree to which the direct expenses of a given function, 
segment, or component unit are offset by program revenue. Direct expenses are those that are 
clearly identifiable with a specific function, segment, or component unit. The Commonwealth does 
not allocate general government (indirect) expenses to other functions. Program revenue includes 
charges to customers who purchase, use, or directly benefit from goods or services provided by a 
given function, segment, or component unit. Program revenue also includes grants and contributions 
that are restricted to meeting the operational or capital requirements of a particular function, segment, 
or component unit. Revenue that is not classified as program revenue, including all taxes, is 
presented as general revenue. Resources that are dedicated internally are reported as general 
revenue rather than as program revenue. 

(ii) Fund Financial Statements 
The Commonwealth reports its financial position and results of operations in funds, which are 
considered separate accounting entities, including those component units, which are required to be 
blended. The operations of each fund are accounted for within a set of self-balancing accounts. Fund 
accounting segregates funds according to their intended purpose and is used to aid management in 
demonstrating compliance with legal, financial, and contractual provisions. 
Major funds are determined using a predefined percentage of the assets, deferred outflows of 
resources, liabilities, deferred inflows of resources, revenue, or expenditures/expenses of either the 
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fund category or the governmental and proprietary funds combined. The nonmajor funds are 
combined in a single column in the fund financial statements. 

(iii) Governmental Funds 
Governmental funds focus on the sources and uses of funds and provide information on near term 
inflows, outflows, and balances of available resources. The Commonwealth reports the following 
governmental funds: 
• General Fund – The General Fund is the primary operating fund of the Commonwealth. It is used 

to account for and report all financial resources received and used for those services traditionally 
provided by a government, except those required to be accounted for and reported in another 
fund. The General Fund includes transactions for services such as general government, public 
safety, health, public housing and welfare, education, and economic development. The financial 
resources received and used in the General Fund mostly include: budgeted resources (such as 
taxes and charges for services), as approved by the Legislature and as adjusted for timing and 
basis of accounting differences, and other financial resources outside the General Fund budget 
such as: federal funds, pledged funds, other special revenue and general type funds, and 
agencies with independent treasuries. 

• Debt Service Fund – The debt service fund accounts for and reports financial resources that are 
restricted, committed or assigned to expenditure for general long-term bonds’ principal, interest, 
and related costs, other than bonds payable from the operations of proprietary fund types, 
pension trust funds, and component units, either blended or discretely presented. 

• ERS Special Revenue Fund – The ERS Special Revenue Fund is used to account for the 
unliquidated assets that are pending to be transferred to the Commonwealth's General Fund 
after the legal proceedings under the Title III of PROMESA are completed. 

• COFINA Special Revenue Fund – The special revenue fund of the Puerto Rico Sales Tax 
Financing Corporation (COFINA) was used to account for and report all financial resources of 
COFINA, except those required to be accounted for and reported in the COFINA Debt Service 
fund. 

• COFINA Debt Service Fund – The debt service fund of COFINA was used to account for the 
Commonwealth sales tax revenue being deposited in the Dedicated Sales Tax Fund for the 
payment of interest and principal on long-term obligations. 

• Nonmajor Governmental Funds – The Commonwealth reports the following blended component 
units within the nonmajor governmental funds: PBA, FAFAA, The Children’s Trust, PRIFA, 
PRMSA, PA, SCPT, TRS, JRS and the UPRCCC. The nonmajor governmental funds also 
includes the Commonwealth’s capital project fund. 

If a component unit is blended, it should be blended with those funds of the Primary Government by 
including them in the appropriate fund category of the Primary Government. Although the Primary 
Government’s General Fund is usually the main operating fund of the reporting entity, the General 
Fund of a blended component unit should be reported as a special revenue fund. Special revenue 
funds are used to account for and report the proceeds of specific revenue sources that are restricted 
or committed to expenditure for specified purposes other than debt service or capital projects. 
The capital project funds are used to account for and report financial resources that are restricted, 
committed, or assigned to expenditures for capital outlays, including the acquisition or construction 
of capital facilities and other capital assets. These capital expenditures may be for the Primary 
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Government directly or for discretely presented component units and outside organizations and 
governments such as the municipalities of the Commonwealth and other applicable entities. Capital 
project funds exclude those types of capital related outflows financed by proprietary funds or for 
assets that will be held in trust for individuals, private organizations, or other governments. 
In accordance with GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type 
Definitions, the classification of fund balance is based on the extent to which the Commonwealth is 
bound to observe constraints imposed upon the use of resources in the governmental funds. The 
classifications are as follows: 
• Nonspendable – Amounts that are not in a spendable form or are legally or contractually required 

to be maintained intact. 

• Restricted – Amounts that are legally restricted by outside parties, constitutional provisions, or 
enabling legislation for a specific purpose. 

• Committed – Amounts that are constrained for specific purposes that are internally imposed by 
the government’s formal action at the highest level of decision-making authority. The highest 
level of decision-making authority for the Commonwealth is the Legislature and the Governor, 
and the formal action is the passage of a law specifying the purposes for which amounts can be 
used. 

• Assigned – includes fund balance amounts that are constrained by the Commonwealth and are 
intended to be used for specific purposes that are neither considered restricted nor committed. 
The Director of the PROMB is authorized to assign an amount for a specific purpose through the 
approval of budget certificates as required by statute. 

• Unassigned – is the residual classification for the General Fund. In a governmental fund other 
than the General Fund, a negative amount indicates that the expenditures incurred for a specific 
purpose exceeded the amounts in the fund that are restricted, committed, and assigned to that 
purpose. 

The Commonwealth uses restricted amounts first when both restricted and unrestricted fund 
balances are available, unless there are legal documents/contracts that prohibit doing this, such as 
a grant agreement requiring dollar for dollar spending. Additionally, unless required by law or 
agreement, the Commonwealth would first use committed, then assigned, and lastly unassigned 
amounts of unrestricted fund balance when expenditures are made. 
The Commonwealth does not have a formal minimum fund balance policy. 

(iv) Proprietary Funds 
These funds account for those activities, which are financed and operated in a manner similar to 
private business enterprises. Management intends to recover, primarily through user charges, the 
cost of providing goods or services to the general public. 
The Commonwealth reports the following major proprietary funds: 
• Unemployment Insurance Fund – This fund accounts for amounts requisitioned for the Puerto 

Rico Unemployment Insurance Trust Fund held by the U.S. Treasury for payment of 
unemployment benefits and charges made to individual employers. 

• PRHIA –This fund, a blended component unit, accounts for a health insurance system operated 
through contracts with insurance underwriters to provide quality medical and hospital care to low 
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income individuals, employees of the Commonwealth and policemen who voluntarily subscribe 
to the Puerto Rico health insurance medical plan. 

• PRMeSA – This fund, a blended component unit, accounts for the operations of the centralized 
health services, provided in support of hospitals and other functions offered by the member 
institutions and consumers of the complex known as Puerto Rico Medical Center. 

The Commonwealth reports the following nonmajor proprietary funds: Disability Insurance Fund, 
Drivers’ Insurance Fund, the Lotteries Fund, the Puerto Rico Water Pollution Control Revolving Fund 
(PRWPCRF), the Puerto Rico Safe Drinking Water Treatment Revolving Loan Fund (PRSDWTRLF), 
PPA and the Bureau of Emergency Services 9-1-1. 

(v) Fiduciary Funds 
Fiduciary funds are used to account for assets held by the Commonwealth in a trustee capacity, or 
as an agent for individuals, private organizations, and other governmental units. The following are 
the Commonwealth’s fiduciary funds: 
• Agency Funds – These are custodial in nature (assets equal liabilities) and do not involve 

measurement of the results of operations. 
(e) Measurement Focus and Basis of Accounting 

Government-wide Financial Statements – The government-wide financial statements are reported using 
the economic resources measurement focus and the accrual basis of accounting. Revenue is recorded 
when earned and expenses are recorded when a liability is incurred, regardless of the timing of related 
cash flows. 
Governmental Fund Financial Statements – The governmental fund financial statements are reported 
using the current financial resources measurement focus and the modified accrual basis of accounting. 
Revenue is recognized as soon as it is both measurable and available, and net of estimated 
overpayments (as applicable) and amounts considered not collectible. Revenue is considered to be 
available when it is collectible within the current period or soon enough thereafter to pay liabilities of the 
current period (see Note 1(j) for further description about the period of availability for the principal sources 
of revenue in the Governmental Activities). 
Principal revenue sources considered susceptible to accrual include personal and corporate income 
taxes (recognized as taxpayers earn the underlying income), sales and uses taxes (recognized as the 
underlying sales are made), excise taxes (as the underlying import or related activity takes place), 
property taxes (imposed on real estate property values, as defined), intergovernmental revenue 
(typically, when related expenditures are incurred), and other taxes and charges for services (typically, 
as cash is received). 
Expenditures are generally recorded when a liability is incurred, as under accrual basis of accounting. 
Modifications to the accrual basis of accounting include the following: 

• Employees’ vested annual vacation are recorded as expenditures when matured. The unmatured 
amount of accumulated annual vacation at June 30, 2018 is reported only in the government-wide 
financial statements. 

• Interest and principal on general long-term obligations and interest on interest rate swap agreements 
are recorded when due, except for interest and principal due on July 1 of the following fiscal year, if 
resources are available for its payment as of June 30. 
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• Debt service requirements, federal funds’ cost disallowances, other long-term obligations, and 
amounts subject to judgments under litigation are recorded in the governmental funds only when 
payment is due; and in the case of judgments under litigation, when a settlement has been made 
and is awaiting payment. Until these criteria are met, these liabilities have been recorded only in the 
government-wide financial statements. 

A summary reconciliation of the difference between total fund balances (deficit) as reflected in the 
governmental funds balance sheet and net position of Governmental Activities as shown on the 
government-wide statement of net position is presented in an accompanying reconciliation of the balance 
sheet of governmental funds to the statement of net position. 
A summary reconciliation of the difference between net change in fund balances (deficit) as reflected in 
the governmental funds statement of revenue, expenditures, and changes in fund balances (deficit) and 
change in net position in the statement of activities of the government-wide financial statements is 
presented in the accompanying reconciliation of the statement of revenue, expenditures, and changes in 
fund balances (deficit) of governmental funds to the statement of activities. 
Proprietary Funds, Fiduciary Funds, and Discretely Presented Component Units Basic Financial 
Statements – The basic financial statements of the proprietary funds, fiduciary funds, and discretely 
presented component units are reported using the economic resources measurement focus and the 
accrual basis of accounting, similar to the government-wide financial statements described above. 
Proprietary funds distinguish operating revenue and expenses from nonoperating items. Operating 
revenue and expenses generally result from providing services and producing and delivering goods in 
connection with a proprietary fund’s principal ongoing operations. Revenue and expenses not meeting 
this definition are reported as nonoperating revenue and expenses. The major sources of revenue of the 
Commonwealth’s major proprietary funds is as follows: 
• Unemployment Insurance Fund – Insurance premiums charged to individual employers. 

• PRHIA – Amounts received through the PRDOH representing payments by the Medicaid Program 
under Title XIX of the Social Security Act and State Plan, contributions from the Commonwealth to 
cover the local share to meet the Medicaid Program matching requirements and amounts charged 
and collected from employers and municipalities for direct health services provided to its members. 

• PRMeSA – Amounts charged and collected from private citizens, member institutions and 
municipalities for patient services provided. 

(f) Cash, Cash Equivalents and Short-Term Investments 
The Commonwealth follows the practice of pooling cash. Cash balances of funds held in the 
Commonwealth Treasury are commingled in a general checking account and several zero balance bank 
accounts for special purposes. The available cash balance in the general checking account beyond 
immediate need is pooled in interest bearing accounts with commercial banks insured with the Federal 
Deposit Insurance Corporation (FDIC). 
Cash and cash equivalents include investments with original maturities of 90 days or less from the date 
of acquisition. Short-term investments are recorded at cost. 
The Puerto Rico Commissioner of Financial Institutions requires that Puerto Rico private financial 
institutions deposit collateral securities to secure the deposits of the Commonwealth and all other 
governmental entities in each of these institutions. The amount of collateral securities to be pledged for 
the security of public deposits must be established by the rules and regulations promulgated by the 
Commissioner of Financial Institutions. 
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The Puerto Rico Unemployment Insurance Trust Fund is maintained to account for the collection of 
unemployment insurance contributions from employers and the payment of unemployment benefits to 
eligible claimants. As required by federal law, all resources not necessary for current benefit payments 
are placed on deposit with the U.S. Department of the Treasury. Interests earned over such deposit is 
retained in the fund. 
Cash and short-term investments and cash equivalents of the component units and certain funds of the 
Primary Government are maintained in bank accounts, separate from those of the rest of the Primary 
Government, in their own names. A portion of these financial instruments are invested in GDB deposits. 
For additional information regarding the cash deposited at GDB as of June 30, 2018, refer to Note 6. 
The custodial credit risk, the availability and recoverability of cash and short-term investments is 
evaluated continuously by the Commonwealth. Refer to Note 6 for custodial credit loss recorded on 
certain cash and short-term investments. The custodial credit loss of cash and short-term investments 
held as of June 30, 2018 was determined based on the actual subsequent utilization of such assets. 

(g) Securities Purchased/Sold under Agreements to Resell/Repurchase 
Certain component units of the Commonwealth enter into purchases of securities with simultaneous 
agreements to resell the same securities (resale agreements) and into sales of securities under 
agreements to repurchase (repurchase agreements). The amounts advanced or received under these 
agreements generally represent short-term loans and are reflected as an asset in the case of resale 
agreements and as a liability in the case of repurchase agreements. The securities underlying these 
agreements mainly consist of U.S. government obligations, mortgage backed securities, and interest-
bearing deposits with other banks. Resale and repurchase agreements are authorized transactions under 
their respective enabling legislation and/or authorized by the Commonwealth fiscal agent. 

(h) Securities Lending Transactions 
Certain component units of the Commonwealth enter into securities lending transactions in which 
governmental entities (lenders) transfer their securities to broker dealers and other entities (borrowers) 
for collateral with a simultaneous agreement to return the collateral for the same securities in the future. 
Cash received as collateral on securities lending transactions and investments made with that cash are 
reflected as investments. Securities received as collateral are reported as investments if the component 
unit has the ability to pledge or sell them without a borrower default. Liabilities resulting from these 
securities lending transactions also are reported in the statement of net position. Securities lending 
transactions collateralized by letters of credit or by securities that the component unit does not have the 
ability to pledge or sell unless the borrower defaults are not reported as assets and liabilities in the 
statement of net position. 

(i) Investments 
Investments mainly include U.S. government and agencies’ obligations, mortgage backed securities, 
local government obligations, and corporate debt and equity obligations. Investments and investment 
contracts are carried at fair value, except for money market investments with a remaining maturity at the 
time of purchase of one year or less, which are carried at cost. Fair value is determined based on quoted 
market prices and quotations received from independent broker/dealers or pricing service organizations. 
Investment income, including changes in the fair value of investments, is presented as investment 
earnings in the statement of activities, the statement of revenue, expenditures, and changes in fund 
balances (deficit) – governmental funds, and the statement of revenue, expenses, and changes in net 
position – proprietary funds. Realized gains and losses from the sale of investments and unrealized 
changes in the fair value of outstanding investments are included within interest and investments 
earnings. 
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GASB Statement No. 72, Fair Value Measurement and Application, defines fair value as the price that 
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market 
participants at the measurement date. This Statement requires a government to use valuation techniques 
that are appropriate under the circumstances and for which sufficient data are available to measure fair 
value. The techniques should be consistent with one or more of the following approaches: (i) the market 
approach, (ii) the cost approach, or (iii) the income approach. This Statement also establishes a 
hierarchy of inputs to valuation techniques used to measure fair value. The disclosure of fair value 
estimates in the hierarchy is based on whether the significant inputs into the valuations are observable. 
In determining the level of hierarchy in which the estimate is disclosed, the highest level, Level 1, is given 
to unadjusted quoted prices in active markets and the lowest level, Level 3, to unobservable inputs. 
Level 1 – inputs whose values are based are quoted prices (unadjusted) in active markets for identical 
assets or liabilities. 
Level 2 – inputs whose values are based on quoted prices for similar instruments in active markets; 
quoted prices for identical or similar instruments in markets that are not active; and model derived 
valuations in which all significant inputs are observable. 
Level 3 – inputs are unobservable inputs for asset or liability and may require a degree of professional 
judgment. 
In instances where inputs used to measure fair value fall into different levels in the fair value hierarchy, 
fair value measurements in their entirety are categorized based on the lowest level input that is significant 
to the valuation. The Commonwealth’s assessment of the significance of particular inputs to these fair 
value measurements requires judgment and considers factors specific to each investment. Investments 
measured at Net Asset Value (NAV) as a practical expedient for fair value are not subject to level 
classification. 

(j) Accounts Receivable, Loans, General Revenue and Unearned Revenue 
Income taxes receivables, in both the General Fund balance sheet and statement of net position, include 
predominantly an estimate of amounts owed by taxpayers for individual and corporate income taxes, net 
of estimated uncollectible amounts. Income taxes receivables in the General Fund are recognized as 
revenue when they become measurable and available based on actual collections during the 120 days 
following the current fiscal year end that are related to taxable years of prior periods. Income taxes 
receivable also include amounts owed by taxpayers on income earned prior to June 30, 2018, estimated 
to be collectible but not currently available, and thus are reported as deferred inflows of resources in the 
General Fund; such deferred inflows are considered revenue in the statement of activities as the 
availability criteria is not applicable on the government-wide financial statements for revenue recognition. 
Act No. 44 of March 30, 2016 allowed citizens to prepay taxes on their individual retirements, educational 
savings accounts, annuities contracts and on the incremental value of property subject to capital gain. 
The income taxes collected in advance are recognized as unearned revenue in the governmental funds’ 
balance sheet and will be recognized as revenue when the underlying transaction occurs. 
The sales and use tax receivable are recognized as revenue in the governmental funds when it becomes 
measurable and available based on actual collections during the 30 days following the current fiscal year 
end related to sales and use transactions due on or before year end. The same treatment is given in the 
government-wide financial statements. 
Excise tax receivable is recognized as revenue in the governmental funds when it becomes measurable 
and available based on actual collections during the 30 days following the current fiscal year end related 
to transactions that occurred before year end. The same treatment is given in the government-wide 
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financial statements. Act No. 154-2010 imposed a temporary excise tax on the acquisition of certain 
personal property manufactured or produced in whole or in part in Puerto Rico and on the acquisition of 
certain manufacturing services carried out in Puerto Rico by nonresident alien individuals, foreign 
corporations, and foreign partnerships. Act No. 154-2010 applies to income realized and acquisitions 
occurring after December 31, 2010. Initially, the excise tax would apply until the year 2017. The excise 
tax is based on the value of the personal property or the services acquired, and was 4% for calendar 
year 2011, 3.75% in 2012 and 2.75% for portions of 2013 until February 28, 2013. On February 28, 2013, 
Act No. 2 was enacted raising the then prevailing excise tax rate of 2.75% to 4%, effective immediately, 
and maintaining such rate fixed at 4% until the year 2017. On January 23, 2017, Act No. 3-2017 was 
enacted extending the fixed rate of 4% for ten additional years. 
For purposes of the governmental fund financial statements, property tax revenue represents payments 
received during the year and payments received (against the current fiscal year and prior years’ levies) 
within the first 90 days of the following fiscal year reduced by tax refunds, if any. Additionally, the 
government-wide financial statements recognize real property tax revenue (net of refunds), which is not 
available to the governmental funds in the fiscal year for which the taxes are levied. Act No. 7-2009, as 
amended, imposed a real property tax, in addition to the one already established for the municipalities of 
the Commonwealth through the Municipal Revenue Collection Center (CRIM), on residential and 
commercial real properties with appraised values in excess of approximately $210,000. This tax was 
applicable during fiscal years 2010 through 2012 and amounted to 0.591% of such properties’ appraised 
value as determined by the CRIM. Act No. 1-2011 eliminated this additional real property tax 
commencing with the quarter ended June 30, 2011. Collections on this tax, which were due September 1, 
2012 and March 1, 2013, were still being received during fiscal year 2018 as a result of delinquent 
taxpayers bringing their accounts current or taking advantages of amnesty programs offered by the DOT. 
The Commonwealth applies a 90-day availability period, rather than the traditional 60-day period after 
year end, in order to cover a period in which most tax extension payments are made. This has been 
applied consistently over the years. 
Intergovernmental receivables are stated net of estimated allowances for uncollectible accounts, which 
are determined, based upon past collection experience and current economic conditions. 
Intergovernmental receivables primarily represent amounts owed to the Commonwealth for 
reimbursement of expenditures incurred pursuant to federally funded programs. This intergovernmental 
receivable is recognized as revenue in the governmental funds when it becomes measurable and 
available based on actual collections for one year following the fiscal year end related to transactions 
that occurred before year end. Those intergovernmental receivables not expected to be collected within 
the aforementioned one year period are recorded as deferred inflows of resources. In applying the 
susceptible to accrual concept to federal grants, revenue is recognized when all applicable eligibility 
requirements are met (typically, when related expenditures are incurred) and the resources are available. 
Resources received before eligibility requirements, other than timing, are met are considered unearned 
revenue. Resources received before timing requirements are met are considered deferred inflows of 
resources. 
Intergovernmental receivables also include taxes that the CRIM is required to remit to the Commonwealth 
to be used by the Commonwealth’s debt service fund for payment of debt service on general obligations 
of the Commonwealth. The amount to be remitted is based on the special tax of 1.03% of the assessed 
value of all real and personal property not exonerated from taxation, which is levied by the CRIM, 
pursuant to Act No. 83-1991. This receivable from CRIM is recognized as revenue in the governmental 
funds when it becomes measurable and available based on actual collections for 180 days following the 
current fiscal year end that are related to transactions that occurred before year end. The amounts from 
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CRIM not expected to be collected within the aforementioned 180 days period are recorded as deferred 
inflows of resources. 
Unemployment, disability, driver’s insurance, and other services receivables recognized in the 
proprietary funds are stated net of estimated allowances for uncollectible accounts. 
The accounts receivable from nongovernmental customers of the component units are net of estimated 
uncollectible amounts. These receivables arise primarily from service charges to users. Accounts 
receivable from the Primary Government and other component units that arise from service charges, are 
evaluated for collectability. 
Loans of the General Fund are net of estimated uncollectible amounts. These receivables arise from 
amounts owed by public corporations and municipalities for public insurance and rent paid by the General 
Fund on their behalf. 
The loans of the pension plans are presented net of estimated allowances for adjustments and losses in 
realization. However, most of the loans are secured by mortgage deeds, plan members’ contributions, 
and any unrestricted amounts remaining in escrow. Loans of the component units consist predominantly 
of loans to the Primary Government, other component units, and municipalities, and are presented net 
of allowances for uncollectible accounts. The remaining loans of the component units are to small and 
medium businesses, agricultural, and low-income- housing loans from nongovernmental customers, and 
are presented net of estimated losses on such portfolios. 

(k) Inventories 
Generally, inventories are valued at cost and predominantly on the first in, first out basis. Governmental 
fund inventories are recorded as expenditures when purchased rather than capitalized as an asset. Only 
significant amounts of inventory at the end of the year are capitalized in the governmental funds. 
However, inventories are always capitalized in the statement of net position of Governmental Activities. 

(l) Restricted Assets 
Funds set aside for the payment and guarantee of notes and interest payable and for other specified 
purposes are classified as restricted assets since their use is limited for this purpose by applicable 
agreements or required by law. Restricted assets in the proprietary funds mainly include amounts set 
aside for the payment of insurance benefits and lending activities. 

(m) Real Estate Held for Sale or Future Development 
Real estate held for sale or future development is carried at the lower of fair value or cost, which is 
established by a third-party professional assessment or based upon an appraisal, minus estimated costs 
to sell. Subsequent declines in the value of real estate available for sale are charged to 
expenditure/expense. 

(n) Capital Assets 
Capital assets include land, buildings, building improvements, equipment (including software), vehicles, 
construction in process, and infrastructure assets, and are reported in the applicable Governmental 
Activities, Business-type activities, and discretely presented component unit columns in the government-
wide financial statements and in the proprietary fund financial statements. The Commonwealth’s Primary 
Government defines capital assets as assets that (i) have an initial, individual cost of $25,000 or more at 
the date of acquisition and (ii) have a useful life of more than one year. Capital assets are recorded at 
historical cost or at estimated historical cost, if actual historical cost is not available. 
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Capital assets donated by third parties are recorded at fair value at the time of donation. Those capital 
assets donated by related parties are recorded at the carrying value existing at the transferor’s records. 
Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest 
costs are capitalized during the construction period only for Business-type activities and most component 
units. The costs of normal maintenance and repairs that do not add value to the assets or materially 
extend asset lives are not capitalized. 
Capital assets utilized in the governmental funds are recorded as expenditures in the governmental fund 
financial statements. Depreciation expense is recorded in the government-wide financial statements, as 
well as the proprietary funds and discretely presented component units’ basic financial statements. 
Capital assets of the Primary Government are depreciated on the straight-line method over the assets 
estimated useful life. There is no depreciation recorded for land and construction in progress. The 
estimated useful life of capital assets is as follows: 

 
The capital assets of the discretely presented component units are recorded in accordance with the 
applicable standards of the discretely presented component units and under their own individual 
capitalization thresholds, which includes capitalization of interest. Depreciation has been recorded when 
required by these standards based on the types of assets, use, and estimated useful lives of the 
respective assets, and on the nature of each of the discretely presented component unit’s operations. 
The estimated useful lives of capital assets reported by the discretely presented component units are as 
follows: 

 
In the case of capital assets under service concession arrangements pursuant to GASB Statement 
No. 60, Accounting and Financial Reporting for Service Concession Arrangements (mostly attributed to 
PRPA and PRHTA), these are maintained on their books and stated at cost or at estimated historical 
cost. Construction in progress made by the third-party operators under these service concession 
arrangements is not recorded by the aforementioned discretely presented component units while such 
construction is still in progress and not ready for use and operation; at which time such constructed 
assets and improvements will be recognized at their corresponding fair value. These capital assets are 
not being depreciated after the closing date of their respective service concession arrangements because 
such agreements require the third-party operators to return the related facilities to these discretely 
presented component units in its original or enhanced condition. Such capital assets continue to apply 
existing capital asset guidance, including depreciation through the closing date of the respective service 

Years

Buildings and building improvements 20–50
Equipment, furniture, fixtures,

vehicles, and software 5–15
Infrastructure 50

Years

Buildings and building improvements 3–50
Equipment, furniture, fixtures,

vehicles, and software 3–20
Intangibles, other than software 3–5
Infrastructure 10–50
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concession arrangements. Under these service concession arrangements, the aforementioned discretely 
presented component units have received from the third-party operator either an upfront compensation 
fee or capital assets (or the commitment to construct them under the agreement) or both. These 
resources, net of any contractual obligation from the discretely presented component units, are 
considered a deferred inflow of resources, which is recognized into revenue under the straight-line 
method over the term of the respective agreements. 
The Commonwealth follows the provisions of GASB Statement No. 42, Accounting and Financial 
Reporting for Impairment of Capital Assets and for Insurance Recoveries, an amendment to 
GASB Statement No. 34. This statement establishes guidance for accounting and reporting for the 
impairment of capital assets and for insurance recoveries. In accordance with these provisions, 
governments are required to evaluate prominent events or changes in circumstances affecting capital 
assets to determine whether impairment of a capital asset has occurred. Such events or changes in 
circumstances that may be indicative of impairment include evidence of physical damage, enactment or 
approval of laws or regulations or other changes in environmental factors, technological changes or 
evidence of obsolescence, changes in the manner or duration of use of a capital asset, and construction 
stoppage among others. The Commonwealth evaluated its capital assets as required by 
GASB Statement No. 42 and identified impairments of approximately $135.2 million at the Primary 
Government level related to public schools identified for closure and to certain dwelling units identified 
for demolition during the year ended June 30, 2018. At the discretely presented component units level, 
PREPA, PRASA, PRHTA and UPR, major component units, identified impairments of approximately 
$855 million, $194 million, $2.8 million and $16.4 million, respectively. Also, the nonmajor component 
units identified impairments of approximately $32.6 million. The impairments recorded by the discretely 
presented component units, during June 30, 2018, are mostly from damages caused by hurricanes Irma 
and María.  

(o) Income Tax Refunds Payable 
During the calendar year, the Commonwealth collects individual and corporate income taxes through 
withholdings and payments from taxpayers. At June 30 of each year, the Commonwealth estimates the 
amount owed to taxpayers for overpayments of income taxes during the first half of the calendar year. 
These estimated amounts and the actual individual and corporate income tax refunds claimed for prior 
years but not paid at year-end are recorded as income tax refunds payable and as a reduction of tax 
revenue in both the Governmental Funds and the Governmental Activities. 

(p) Deferred Outflows/Inflows of Resources 
In addition to assets, the statement of net position will sometimes report a separate section for deferred 
outflows of resources. This separate financial statement element, deferred outflows of resources, 
represents a consumption of net position that applies to a future period(s) and so will not be recognized 
as an outflow of resources (expense/expenditure) until then. The Primary Government and the discretely 
presented component units have three major captions that qualify for reporting in this category: (i) the 
unamortized balance of losses on bond refunding, (ii) the accumulated decrease in the fair value of 
hedging derivatives and (iii) several items related to pensions and other postemployment benefits, the 
three of them reported in the government-wide statement of net position. A loss on bond refunding results 
from the difference in the carrying value of refunded debt and its reacquisition price. This amount is 
capitalized and amortized over the shorter of the life of the refunded or refunding debt. Further information 
about the balances of unamortized deferred refunding losses can be found in Note 13. With respect to 
hedging derivatives, the accumulated losses on their fair values are also deferred and amortized as the 
underlying hedged instrument (in this case, debt) is being repaid or refunded and/or as the hedging 
derivative is terminated. Further information on the derivative instruments of the Primary Government 
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can be found in Note 21. Of the pension related items (further disclosed in Note 1 (s) and Note 18), 
changes in proportionate share of contributions and differences between expected and actual 
experience, are capitalized and recognized over a period equal to the expected remaining working 
lifetime of active and inactive participants. Net differences between projected and actual earnings on 
pension plan investments is deferred and recognized over a five-year period. Pension contributions made 
subsequent to the measurement date will be recognized as a reduction of the net pension liability after 
the next measurement date. There were no deferred outflows of resources at the governmental funds 
level. 
In addition to liabilities, the statement of net position and the governmental funds’ balance sheet will 
sometimes report a separate section for deferred inflows of resources. This separate financial statement 
element, deferred inflows of resources, represents an acquisition of net position and resources that 
applies to a future period(s) and so will not be recognized as an inflow of resources (revenue) until that 
time. The Primary Government has only one type of caption arising under the modified accrual basis of 
accounting that qualify for reporting in this category, and that is unavailable revenue. Deferred inflows of 
resources at the governmental fund level arise when potential revenue does not meet the “available” 
criteria for revenue recognition in the current period under the modified accrual basis of accounting. In 
subsequent periods, when the applicable resources become available, the deferred inflow of resources 
is removed from the balance sheet, and the revenue is recognized. The Primary Government and the 
discretely presented component units also have two captions that qualify for reporting in this category in 
the government-wide statement of net position and those are the unamortized balance of gains on bond 
refunding and several items related to pensions and other postemployment benefits. A gain on a bond 
refunding results when the carrying value of refunded debt is less than its reacquisition price. This amount 
is capitalized and amortized over the shorter of the life of the refunded or refunding debt. Further 
information about the balances of unamortized deferred refunding gains can be found in Note 13. Of the 
pension and other postemployment benefits related items (further disclosed in Note 1 (s) and Note 18), 
changes in proportionate share of contributions, differences between expected and actual experience 
and changes in actuarial assumptions, are deferred and recognized over a period equal to the expected 
remaining working lifetime of active and inactive participants. Net differences between projected and 
actual earnings on pension plan investments is deferred and recognized over a five-year period. The 
discretely presented component units also have one additional item that qualifies for reporting in this 
category in the government-wide statement of net position, which is the unamortized balances of the 
upfront amounts received and related adjustments pertaining to the Service Concession Arrangements 
of PRPA and PRHTA, further described in Note 17. 

(q) Long-Term Debt 
The liabilities reported in the government-wide financial statements include the Commonwealth’s general 
obligation and revenue bonds and long-term notes, liabilities under guaranteed obligations, obligations 
under lease/purchase agreements, obligations for voluntary termination benefits, accrued compensated 
absences, long-term liabilities to other governmental entities, net pension liability, legal claims, and 
noncurrent federal fund cost disallowances related to expenditures of federal grants. Long-term 
obligations financed by proprietary fund types and discretely presented component units are recorded 
as liabilities in those funds and in the discretely presented component units’ column. 
In the government-wide financial statements, premiums and discounts on long-term debt and other long-
term obligations are presented in the columns for Governmental and Business-type activities. The same 
is presented in the proprietary fund financial statements. Bond and note premiums and discounts are 
deferred and amortized over the life of the debt using the effective interest method. Bonds and notes 
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payable are reported net of the applicable bond premium or discount. Bond issuance costs, other than 
prepaid insurance, are reported as expenses. 
In the governmental fund financial statements, governmental funds recognize bond premiums and 
discounts, as well as bond issuance costs, during the current period. The face amount of debt issued is 
reported as other financing sources. Premiums received on debt issuance are reported as other financing 
sources while discounts are reported as other financing uses. Issuance costs, whether or not withheld 
from the actual debt proceeds received, are reported as expenditures. 

(r) Derivative Instruments 
The Commonwealth accounts for derivative instruments in accordance with GASB Statement No. 53, 
Accounting and Financial Reporting for Derivative Instruments. Derivative instruments such as interest 
rate and commodity swaps, interest rate locks, options (caps, floors, and collars), swaptions, forward 
contracts, and futures contracts are entered into by governments as investments; as hedges of identified 
financial risks associated with assets or liabilities, or expected transactions (i.e., hedgeable items); to 
lower the costs of borrowings; to effectively fix cash flows or synthetically fix prices; or to offset the 
changes in fair value of hedgeable items. Certain derivative instruments, except for synthetic guaranteed 
investment contracts that are fully benefit responsive, are reported at fair value in the government-wide 
financial statements. The changes in fair value of effective hedging derivative instruments are reported 
as deferred inflows or deferred outflows of resources. The changes in fair value of investment derivative 
instruments (which include ineffective hedging derivative instruments) are reported as part of investment 
revenue in the current reporting period. Effectiveness is determined by considering whether the changes 
in cash flows or fair values of the potential hedging derivative instrument substantially offset the changes 
in cash flows or fair values of the hedge able item. For additional information regarding hedging and 
investment derivative instruments, refer to Note 21. 

(s) Accounting for Pension Costs 
The Commonwealth accounts for pension costs under the provisions of GASB Statement No. 68, 
Accounting and Financial Reporting for Pensions an amendment of GASB Statement No. 27, and 
GASB Statement No. 71, Pension Transitions for Contributions Made Subsequent to the Measurement 
Date an amendment of GASB Statement No. 68. GASB Statement No. 68 replaced GASB Statement 
No. 27, Accounting for Pensions by State and Local Government Employers, and requires that employers 
report a net pension liability and related pension accounts, such as pension expense and deferred 
outflows/inflows of resources as determined by the Retirement Systems, as applicable, under the 
requirements contained in GASB Statement No. 67, Financial Reporting for Pension Plans – an 
amendment of GASB Statement No. 25. The major fundamental change brought by GASB Statement 
No. 67, was switching from the then existing “funding based” accounting model, where the Annual 
Required Contribution (ARC) was compared to the actual payments made and that difference determined 
the net pension obligation; to an “accrual basis” model, where the total pension obligation (actuarially 
determined) is compared to the plan net position and the difference represents the net pension liability. 
In essence, GASB Statement No. 68 brings the effect of GASB Statement No. 67 into the accounting 
records of the Primary Government and each of the component units and municipalities, whose 
employees participate in the Pension Plans. 
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The Primary Government of the Commonwealth, as well as its component units and the municipalities, 
are considered “cost sharing” employers of ERS; therefore, they report their allocated share of ERS’s net 
pension liability and the related pension amounts taking in consideration the following, as of June 30, 
2018 (measurement date June 30, 2017): 

• The individual proportion to the collective net pension liability of all the government employer’s 
participating. 

• Each participating government employer’s proportionate share was consistent with the manner in 
which contributions were determined and should reflect that participating government employer’s 
projected long-term contribution effort relative to that of all the participating government employers. 
Contributions that separately financed specific liabilities of an individual participating government 
employer to ERS (such as a local participating government employer early retirement incentives) 
were not included in determining the proportionate share of the overall projected long-term 
contribution effort. 

• The contributions that reflected each participating government employer’s projected long-term 
contribution effort are the Act No. 116-2011 statutory payroll-based- contribution, the Act No. 3-2013 
supplemental contribution, other special contributions, and the Act No. 32-2013 Additional Uniform 
Contribution (AUC). Other contributions that did not reflect a participating government employer’s 
projected long-term contribution effort were excluded from the proportionate share calculation. 

• The AUC, required a contribution that it is determined in the aggregate and ERS then allocated the 
total amount to each participating government employer based on such participating government 
employer’s payroll. However, due to a history of non-payment of the AUC by many participating 
government employers and the expected continuing nonpayment of such contributions, it was 
determined that the collected AUC amounts would be excluded from the proportionate share 
determination, in order to prevent an overallocation of net pension liability amounts to those 
participating government employers who paid their AUC and an under allocation of net pension 
liability amounts to the participating government employers who did not pay their AUC. 

TRS is a single employer pension plan for purposes of GASB Statement No. 68 reporting, as it covers 
those eligible participants who are teachers within the Commonwealth public education system and are 
employed by the DOE, which is a single government employer. Similarly, JRS is a single employer 
pension plan for purposes of GASB Statement No. 68 reporting, as it covers those eligible participants 
who are judges within the Commonwealth judiciary system and are employed by the Commonwealth’s 
Court Administration Office. 
Neither GASB Statements No. 68 nor No. 71 affect the way the Commonwealth may choose to fund its 
pension obligations. 

(t) Other Postemployment Benefits 
In addition to the pension benefits described in Note 18, the Commonwealth provides other retirement 
benefits, such as summer (for JRS retirees only) and Christmas bonus, and postemployment healthcare 
benefits (collectively referred to as other postemployment benefits or OPEB) for its retired employees in 
accordance with local law. Substantially, all the employees may become eligible for these benefits if they 
reach normal retirement age while working for the Commonwealth. During fiscal year 2018 the 
Commonwealth adopted GASB Statement No. 75 Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions, this statement replaces the requirements of 
GASB Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment 
Benefits Other Than Pensions. This statement establishes standards for recognizing and measuring 
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liabilities, deferred outflow of resources, deferred inflow of resources and expenses. For additional 
information regarding OPEB, refer to Note 19. 
The Christmas bonus and the summer bonus benefits are provided by Commonwealth statutes. The 
Christmas bonus and the summer bonus paid by the Commonwealth to the retired employees during the 
year ended June 30, 2018 was $600 per retiree, except for those retirees of the ERS, which had their 
summer bonus eliminated and the Christmas bonus reduced from $600 per retiree to $200 per retiree 
pursuant to Act No. 3-2013, which reformed ERS. The total amount of Christmas and summer bonus 
paid during fiscal year 2018 was approximately $28.9 million. These benefits are recorded as 
expenditures in the General Fund when paid. 
Bonus for medicines is also provided to retirees by Commonwealth statutes. The total amount of this 
bonus paid during fiscal year 2018 was approximately $14.6 million. These benefits are recorded as 
expenditures in the General Fund when paid. 

(u) Compensated Absences 
The vacation policy of the Commonwealth generally provides for the accumulation of 1.25 days per 
month up to an annual amount of 15 days, except for the teachers who accrue 4 days per month, up to 
an annual maximum of 40 days and policemen and firefighters who accrue 2.5 days per month. Vacation 
time accumulated is fully vested by the employees from the first day of work up to a maximum of 60 days. 
Employees generally accumulate sick leave at a rate of 1 day per month up to an annual maximum of 
12 days and a maximum accumulation of 90 days. Upon retirement, an employee receives compensation 
for all accumulated unpaid vacation leave at the current rates regardless of years of service. The liability 
for compensated absences reported in the government-wide and proprietary fund financial statements 
has been calculated using the vesting method (except for Puerto Rico Police Bureau employees), in 
which leave amounts for both employees who currently are eligible to receive termination payments and 
other employees who are expected to become eligible in the future to receive such payments upon 
termination, are included. The liability has been calculated based on the employees’ current salary level 
and includes payroll related costs (e.g., social security and Medicare tax). The liability for compensated 
absences of Puerto Rico Police Bureau (PRPOB) employees is estimated based on actual termination 
payments made and projected statistically, which is a hybrid between the vesting and termination 
methods. The governmental fund financial statements record expenditures when employees are paid for 
leave, or when the balance due is accrued upon the employee’s separation from employment. 
Compensated absences accumulation policies for blended and discretely presented component units 
varies by entity based on negotiated agreements and other factors agreed upon between the 
management of these entities and their employees. 

(v) Termination Benefits 
The Commonwealth accounts for termination benefits in accordance with GASB Statement No. 47, 
Accounting for Termination Benefits. Pursuant to the provisions of GASB Statement No. 47, in financial 
statements prepared on the accrual basis of accounting, employers should recognize a liability and 
expense for voluntary termination benefits (for example, early retirement incentives) when the offer is 
accepted, and the amount can be estimated. A liability and expense for involuntary termination benefits 
(for example, severance benefits) should be recognized in the government-wide financial statements 
when: (i) a plan of termination has been approved by those with the authority to commit the government 
to the plan, (ii) the plan has been communicated to the employees, and (iii) the amount can be estimated. 
In financial statements prepared on the modified accrual basis of accounting, liabilities and expenditures 
for termination benefits should be recognized to the extent the liabilities are normally expected to be 
liquidated with expendable available financial resources. 
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(w) Interfund Activities and Intraentity Transactions 
The Commonwealth had the following interfund activities and intraentity transactions: 
Interfund Transfer – Legally required transfers are reported when incurred as transfer in by the recipient 
fund and as transfer out by the disbursing fund, with receivables and payables presented as amounts 
due to and due from other funds. Advances between funds are also presented as amounts due to and 
due from other funds. However, these advances, transfers, and related amounts receivable and payable 
are considered internal balances and activities that have been eliminated in the government-wide 
financial statements. Interfund receivables are stated net of estimated allowances for uncollectible 
accounts, which are determined based upon past collection experience and current economic conditions. 
Intraentity Transactions – There are two types of intraentity transactions: First, the flow of resources 
between the Primary Government and its discretely presented component units, and among the 
discretely presented component units. This flow of resources and the related outstanding balances are 
reported as if they were external transactions. However, flow of resources between the Primary 
Government and blended component units are classified as interfund activity, as described above. 
Second, the intraentity balances between the Primary Government and discretely presented component 
units which are equivalent to long-term debt financing. The Primary Government’s liability is reported in 
the statement of net position, the proceeds in the Primary Government’s statement of revenue, 
expenditures and changes in fund balance governmental funds, and the asset in the discretely presented 
component units’ statement of net position. Amounts due from discretely presented component units are 
stated net of estimated allowances for uncollectible accounts, which are determined based upon past 
collection experience and current economic conditions. 

(x) Lottery Revenue and Prizes 
The revenue, expenses, and prizes awarded by the Traditional Lottery of Puerto Rico and the Additional 
Lottery System, reported within the lotteries enterprise fund, are recognized as drawings are held. 
Moneys collected prior to June 30 for tickets related to drawings to be conducted subsequent to June 30 
are reported as unearned revenue. Unpaid prizes awarded as of June 30, are reported as obligation for 
unpaid lottery prices. Unclaimed prizes expire after six months and are transferred to the General Fund. 

(y) Risk Management 
The Commonwealth purchases commercial insurance covering casualty, theft, tort claims, and other 
losses for the Primary Government, most component units, and the municipalities. The Commonwealth 
is reimbursed for premium payments made on behalf of the component units and the municipalities. The 
current insurance policies have not been canceled or terminated. For workers’ compensation, the 
Commonwealth has a discretely presented component unit, the SIFC, which provides workers’ 
compensation to both public and private employees. The Commonwealth’s blended component units are 
responsible for assuring that its property is properly insured. Annually, these blended component units 
compile the information of all property owned and its respective replacement value and purchases its 
property and casualty insurance policies. Insurance coverage for fiscal year 2018 remained similar to 
those of prior years. In the last three years, the Commonwealth’s or the component units’ insurance 
settlements have not exceeded the amount of coverage. 
Certain discretely presented and blended component units combine commercial insurance with internal 
self-insurance funds covering specific risks related to their specialized operations. The most significant 
self-insurance funds reside at the discretely presented component unit’s level and are described in detail 
in Note 16. 
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(z) Tobacco Settlement 
The Commonwealth follows GASB Technical Bulletin No. 2004-1, Tobacco Settlement Recognition and 
Financial Reporting Entity Issue, as amended by GASB Statement No. 48, Sales and Pledges of 
Receivables and Future Revenues and Intra Entity Transfers of Assets and Future Revenues, (the TB), 
which provides accounting guidance for entities created to obtain the rights to all or a portion of future 
tobacco settlement resources and for the governments that create such entities. 
The TB indicates that the entity created to obtain the rights, generally referred to as Tobacco Settlement 
Authority (in the Commonwealth’s case, the Children’s Trust), should be considered a blended 
component unit of the government that created it. The TB also states that the government receiving the 
payments from the tobacco companies under the agreement, referred to as settling governments, should 
recognize a receivable and revenue for tobacco settlement resources when an event occurs. The event 
that results in the recognition of an asset and revenue by the settling government is the domestic 
shipment of cigarettes. The TB indicates that accruals should be made by the settling government and 
tobacco settlement authorities for estimated shipments from January 1 to their respective fiscal year 
ends, since the annual payments are based on a calendar year. However, under the modified accrual 
basis of accounting at the fund level, revenue should be recognized only to the extent that resources are 
available. 

(aa) Use of Estimates 
The preparation of the basic financial statements in conformity with U.S. GAAP requires management to 
make estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of 
contingent assets and liabilities at the date of the basic financial statements, and the reported amounts 
of revenue and expenses during the reporting period. Actual results could differ from those estimates. 

(bb) New Accounting Standards Adopted 
 The following new accounting standards were adopted by the Commonwealth effective July 1, 2017: 

• GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other 
Than Pensions. This Statement replaces the requirements of GASB Statements No. 45, Accounting 
and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions, as 
amended, and GASB Statement No. 57, OPEB Measurements by Agent Employers and Agent 
Multiple Employer Plan, for OPEB. The scope of this statement addresses accounting and financial 
reporting for OPEB that is provided to the employees of state and local governmental employers. 
This statement establishes standards for recognizing and measuring liabilities, deferred outflows of 
resources, deferred inflows of resources, and expense/expenditures. For defined benefit OPEB, this 
statement identifies the methods and assumptions that are required to be used to project benefit 
payments, discount projected benefit payments to their actuarial present value, and attribute that 
present value to periods of employee service. Footnote disclosure and required supplementary 
information requirements about defined benefit OPEB also are addressed. In addition, this statement 
details the recognition and disclosure requirements for employers with payables to defined benefit 
OPEB plans that are administered through trusts that meet the specified criteria and for employers 
whose employees are provided with defined contribution OPEB. This statement also addresses 
certain circumstances in which a nonemployer entity provides financial support for OPEB of 
employees of another entity. For further information on the impact of adopting this statement on the 
financial statements see Note 4. 

• GASB Statement No. 81, Irrevocable Split Interest Agreements. This statement improves accounting 
and financial reporting for irrevocable split interest agreements by providing recognition and 
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measurement guidance for situations in which a government is a beneficiary of the agreement. This 
statement requires that a government that receives resources pursuant to an irrevocable split interest 
agreement recognize assets, liabilities, and deferred inflows of resources at the inception of the 
agreement. Furthermore, this statement requires that a government recognize assets representing 
its beneficial interests in irrevocable split interest agreements that are administered by a third party, 
if the government controls the present service capacity of the beneficial interests. This statement 
requires that a government recognize revenue when the resources become applicable to the 
reporting period. This statement did not have an impact on the basic financial statements. 

• GASB Statement No. 82, Pension Issues an Amendment of GASB Statements No. 67, No. 68 and 
No. 73. This statement addresses certain issues that have been raised with respect to 
GASB Statements No. 67, No. 68, and No. 73. The statement is designed to improve consistency in 
the application of the pension standards by clarifying or amending related areas of existing guidance. 
Specifically, this statement addresses issues regarding (1) the presentation of payroll related 
measures in required supplementary information, (2) the selection of assumptions and the treatment 
of deviations from the guidance in an Actuarial Standard of Practice for financial reporting purposes, 
and (3) the classification of payments made by employers to satisfy employee (plan member) 
contribution requirements. This statement amends GASB Statements No. 67 and No. 68 to require 
the presentation of covered payroll, defined as the payroll on which contributions to a pension plan 
are based, as well as ratios that use that measure. This statement clarifies that a deviation, as the 
term is used in Actuarial Standards of Practice issued by the Actuarial Standards Board, from the 
guidance in an Actuarial Standard of Practice is not considered to be in conformity with the 
requirements of GASB Statement No. 67, GASB Statement No. 68, or GASB Statement No. 73 for 
the selection of assumptions used in determining the total pension liability and related measures. 
This statement clarifies that payments made by an employer to satisfy contribution requirements that 
are identified by the pension plan terms as plan member contribution requirements should be 
classified as plan member contributions for purposes of GASB Statement No. 67 and as employee 
contributions for purposes of GASB Statement No. 68. It also requires that an employer’s expense 
and expenditures for those amounts be recognized in the period for which the contribution is 
assessed and classified in the same manner as the employer classifies similar compensation other 
than pensions (for example, as salaries and wages or as fringe benefits). This statement was 
effective in fiscal year 2017, except for the requirements of this statement for the selection of 
assumptions in a circumstance in which an employer’s pension liability is measured as of a date 
other than the employer’s most recent fiscal year end. In that circumstance, the requirements for the 
selection of assumptions are effective for that employer in the first reporting period in which the 
measurement date of the pension liability is on or after June 15, 2017. This statement did not have 
an impact on the basic financial statements. 

• GASB Statement No. 85, Omnibus 2017. The objective of this statement is to address practice 
issues that have been identified during implementation and application of certain GASB Statements. 
This statement addresses a variety of topics including issues related to blending component units, 
goodwill, fair value measurement and application, and postemployment benefits (pensions and other 
postemployment benefits [OPEB]). Specifically, this statement addresses the following topics: 

– Blending a component unit in circumstances in which the Primary Government is a Business-
type activity that reports in a single column for financial statement presentation. 

– Reporting amounts previously reported as goodwill and “negative” goodwill. 

– Classifying real estate held by insurance entities. 
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– Measuring certain money market investments and participating interest earning investment 
contracts at amortized cost. 

– Timing of the measurement of pension or OPEB liabilities and expenditures recognized in 
financial statements prepared using the current financial resources measurement focus. 

– Recognizing on behalf payments for pensions or OPEB in employer financial statements. 

– Presenting payroll related measures in required supplementary information for purposes of 
reporting by OPEB plans and employers that provide OPEB. 

– Classifying employer paid member contributions for OPEB. 

– Simplifying certain aspects of the alternative measurement method for OPEB. 

– Accounting and financial reporting for OPEB provided through certain multiple employer defined 
benefit OPEB plans. 

This statement did not have an impact on the basic financial statements. 

• GASB Statement No. 86, Certain Debt Extinguishment Issues. This statement improves the 
consistency in accounting and financial reporting for in substance defeasance of debt by providing 
guidance for transactions in which cash and other monetary assets acquired with only existing 
resources – resources other than the proceeds of refunding debt – are placed in an irrevocable trust 
for the sole purpose of extinguishing debt. This statement also improves accounting and financial 
reporting for prepaid insurance on debt that is extinguished and disclosures for debt that is defeased 
in substance. This statement did not have an impact on the basic financial statements. 

(cc) Accounting Pronouncements Issued But Not Yet Effective 
The following new accounting standards have been issued but are not yet effective: 
• GASB Statement No. 83, Certain Asset Retirement Obligations. This statement addresses 

accounting and financial reporting for certain asset retirement obligations (AROs). An ARO is a 
legally enforceable liability associated with the retirement of a tangible capital asset. A government 
that has legal obligations to perform future asset retirement activities related to its tangible capital 
assets should recognize a liability based on the guidance in this statement. This statement requires 
that recognition occur when the liability is both incurred and reasonably estimable. The determination 
of when the liability is incurred should be based on the occurrence of external laws, regulations, 
contracts, or court judgments, together with the occurrence of an internal event that obligates a 
government to perform asset retirement activities. Laws and regulations may require governments 
to take specific actions to retire certain tangible capital assets at the end of the useful lives of those 
capital assets, such as decommissioning nuclear reactors and dismantling and removing sewage 
treatment plants. Other obligations to retire tangible capital assets may arise from contracts or court 
judgments. Internal obligating events include the occurrence of contamination, placing into operation 
a tangible capital asset that is required to be retired, abandoning a tangible capital asset before it is 
placed into operation, or acquiring a tangible capital asset that has an existing ARO. The 
requirements of this statement are effective for reporting periods beginning after June 15, 2018. 

• GASB Statement No. 84, Fiduciary Activities. This statement establishes criteria for identifying 
fiduciary activities of all state and local governments. The focus of the criteria generally is on 
(1) whether a government is controlling the assets of the fiduciary activity and (2) the beneficiaries 
with whom a fiduciary relationship exists. Separate criteria are included to identify fiduciary 
component units and postemployment benefit arrangements that are fiduciary activities. An activity 

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 87 of 471



COMMONWEALTH OF PUERTO RICO 
Notes to Basic Financial Statements 

June 30, 2018 

 82 

meeting the criteria should be reported in a fiduciary fund in the basic financial statements. 
Governments with activities meeting the criteria should present a statement of fiduciary net position 
and a statement of changes in fiduciary net position. An exception to that requirement is provided for 
a Business-type activity that normally expects to hold custodial assets for three months or less. This 
statement describes four fiduciary funds that should be reported, if applicable: (1) pension (and other 
employee benefit) trust funds, (2) investment trust funds, (3) private purpose trust funds, and 
(4) custodial funds. Custodial funds generally should report fiduciary activities that are not held in a 
trust or equivalent arrangement that meets specific criteria. This statement also provides for 
recognition of a liability to the beneficiaries in a fiduciary fund when an event has occurred that 
compels the government to disburse fiduciary resources. The requirements of this statement are 
effective for reporting periods beginning after December 15, 2018. 

• GASB Statement No. 87, Leases. The objective of this statement is to better meet the information 
needs of financial statement users by improving accounting and financial reporting for leases by 
governments. This statement increases the usefulness of governments’ financial statements by 
requiring recognition of certain lease assets and liabilities for leases that previously were classified 
as operating leases and recognized as inflows of resources or outflows of resources based on the 
payment provisions of the contract. It establishes a single model for lease accounting based on the 
foundational principle that leases are financings of the right to use an underlying asset. Under this 
statement, a lessee is required to recognize a lease liability and an intangible right to use lease 
assets, and a lessor is required to recognize a lease receivable and a deferred inflow of resources, 
thereby enhancing the relevance and consistency of information about governments’ leasing 
activities. The requirements of this statement are effective for reporting periods beginning after 
December 15, 2019. 

• GASB Statement No. 88, Certain Disclosures Related to Debt, Including Direct Borrowings and 
Direct Placements. The primary objective of this statement is to improve the information that is 
disclosed in notes to government financial statements related to debt, including direct borrowings 
and direct placements. It also clarifies which liabilities governments should include when disclosing 
information related to debt. This statement requires that additional essential information related to 
debt be disclosed in notes to financial statements, including unused lines of credit; assets pledged 
as collateral for the debt; and terms specified in debt agreements related to significant events of 
default with finance-related consequences, significant termination events with finance-related 
consequences, and significant subjective acceleration clauses. For notes to financial statements 
related to debt, this statement also requires that existing and additional information be provided for 
direct borrowings and direct placements of debt separately from other debt. The requirements of this 
statement are effective for reporting periods beginning after June 15, 2018. 

• GASB Statement No. 89, Accounting for Interest Cost Incurred Before the End of a Construction 
Period. This statement establishes accounting requirements for interest cost incurred before the end 
of a construction period. Such interest cost includes all interest that previously was accounted for in 
accordance with the requirements of paragraphs 5–22 of GASB Statement No. 62, Codification of 
Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and 
AICPA Pronouncements, which are superseded by this statement. This statement requires that 
interest cost incurred before the end of a construction period be recognized as an expense in the 
period in which the cost is incurred for financial statements prepared using the economic resources 
measurement focus. As a result, interest cost incurred before the end of a construction period will 
not be included in the historical cost of a capital asset reported in a business-type activity or 
enterprise fund. This statement also reiterates that in financial statements prepared using the current 
financial resources measurement focus, interest cost incurred before the end of a construction period 
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should be recognized as an expenditure on a basis consistent with governmental fund accounting 
principles. The requirements of this statement are effective for reporting periods beginning after 
December 15, 2019. 

• GASB Statement No. 90, Majority Equity Interest. The primary objectives of this Statement are to 
improve the consistency and comparability of reporting a government’s majority equity interest in a 
legally separate organization and to improve the relevance of financial statement information for 
certain component units. It defines a majority equity interest and specifies that a majority equity 
interest in a legally separate organization should be reported as an investment if a government’s 
holding of the equity interest meets the definition of an investment. A majority equity interest that 
meets the definition of an investment should be measured using the equity method, unless it is held 
by a special purpose government engaged only in fiduciary activities, a fiduciary fund, or an 
endowment (including permanent and term endowments) or permanent fund. Those governments 
and funds should measure the majority equity interest at fair value. For all other holdings of a majority 
equity interest in a legally separate organization, a government should report the legally separate 
organization as a component unit, and the government or fund that holds the equity interest should 
report an asset related to the majority equity interest using the equity method. This Statement 
establishes that ownership of a majority equity interest in a legally separate organization results in 
the government being financially accountable for the legally separate organization and, therefore, 
the government should report that organization as a component unit. This Statement also requires 
that a component unit in which a government has a 100 percent equity interest account for its assets, 
deferred outflows of resources, liabilities, and deferred inflows of resources at acquisition value at 
the date the government acquired a 100 percent equity interest in the component unit. Transactions 
presented in flows statements of the component unit in that circumstance should include only 
transactions that occurred subsequent to the acquisition. The requirements of this statement are 
effective for reporting periods beginning after December 15, 2018. 

• GASB Statement No. 91, Conduit Debt Obligations. This Statement requires issuers to disclose 
general information about their conduit debt obligations, organized by type of commitment, including 
the aggregate outstanding principal amount of the issuers’ conduit debt obligations and a description 
of each type of commitment. Issuers that recognize liabilities related to supporting the debt service 
of conduit debt obligations also should disclose information about the amount recognized and how 
the liabilities changed during the reporting period. The requirements of this Statement are effective 
for reporting periods beginning after December 15, 2020. 

• GASB Statement No. 92, Omnibus 2020. This Statement addresses a variety of topics and includes 
specific provisions about the following, the effective date of Statement No. 87, Leases, and 
Implementation Guide No. 2019-3, Leases, for interim financial reports; Reporting of intra-entity 
transfers of assets between a primary government employer and a component unit defined benefit 
pension plan or defined benefit other postemployment benefit (OPEB) plan; The applicability of 
Statements No. 73, Accounting and Financial Reporting for Pensions and Related Assets That Are 
Not within the Scope of GASB Statement 68, and Amendments to Certain Provisions of GASB 
Statements 67 and 68, as amended, and No. 74, Financial Reporting for Postemployment Benefit 
Plans Other Than Pension Plans, as amended, to reporting assets accumulated for postemployment 
benefits; The applicability of certain requirements of Statement No. 84, Fiduciary Activities, to 
postemployment benefit arrangements; measurement of liabilities (and assets, if any) related to asset 
retirement obligations (AROs) in a government acquisition; Reporting by public entity risk pools for 
amounts that are recoverable from reinsurers or excess insurers; Reference to nonrecurring fair 
value measurements of assets or liabilities in authoritative literature; and terminology used to refer 
to derivative instruments. The portion of this Statement that relates to the effective date of Statement 

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 89 of 471



COMMONWEALTH OF PUERTO RICO 
Notes to Basic Financial Statements 

June 30, 2018 

 84 

87 and its associated implementation guidance are effective upon issuance. Provisions related to 
intra-entity transfers of assets and applicability of Statements 73 and 74 are effective for fiscal 
years beginning after June 15, 2020. The remaining requirements related to asset retirement 
obligations are effective for government acquisitions occurring in reporting periods beginning after 
June 15, 2020. Earlier application is encouraged and is permitted by topic. 

• GASB Statement No. 93, Replacement of Interbank Offered Rates. The objective of this Statement 
is to address those and other accounting and financial reporting implications that result from the 
replacement of an Interbank Offered Rate (IBOR). Some governments have entered into agreements 
in which variable payments made or received depend on an IBOR—most notably, the London 
Interbank Offered Rate (LIBOR). As a result of global reference rate reform, LIBOR is expected to 
cease to exist in its current form at the end of 2021, prompting governments to amend or replace 
financial instruments for the purpose of replacing LIBOR with other reference rates, by either 
changing the reference rate or adding or changing fallback provisions related to the reference rate.  
The removal of LIBOR as an appropriate benchmark interest rate is effective for reporting periods 
ending after December 31, 2021. All other requirements of this Statement are effective for reporting 
periods beginning after June 15, 2020. Earlier application is encouraged. 

• GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability Payments 
Arrangements. The primary objective of this Statement is to improve financial reporting by addressing 
issues related to public-private and public-public partnership arrangements (PPPs). This Statement 
also provides guidance for accounting and financial reporting for availability payment arrangements 
(APAs). As defined in this Statement, an APA is an arrangement in which a government 
compensates an operator for services that may include designing, constructing, financing, 
maintaining, or operating an underlying nonfinancial asset for a period of time in an exchange or 
exchange like transaction. This Statement requires that PPPs that meet the definition of a lease 
apply the guidance in Statement No. 87, Leases, as amended, if existing assets of the transferor that 
are not required to be improved by the operator as part of the PPP arrangement are the only 
underlying PPP assets and the PPP does not meet the definition of a service concession 
arrangement (SCA). This Statement also provides specific guidance in financial statements prepared 
using the economic resources measurement focus for a government that is an operator in a PPP 
that either (1) meets the definition of an SCA or (2) is not within the scope of Statement 87, as 
amended (as clarified in this Statement). This Statement also requires a government to account for 
PPP and non-PPP components of a PPP as separate contracts. This Statement also requires an 
amendment to a PPP to be considered a PPP modification, unless the operator’s right to use the 
underlying PPP asset decreases, in which case it should be considered a partial or full PPP 
termination. The requirements of this Statement are effective for fiscal years beginning after June 15, 
2022, and all reporting periods thereafter. Earlier application is encouraged. 

• GASB Statement No. 95, Postponements of Effective Dates of Certain Authoritative Guidance. The 
primary objective of this Statement is to provide temporary relief to governments and other 
stakeholders in light of the COVID-19 pandemic. That objective is accomplished by postponing the 
effective dates of certain provisions in Statements and Implementation Guides that first became 
effective or are scheduled to become effective for periods beginning after June 15, 2018, and later. 
The effective dates of certain provisions contained in the following pronouncements are postponed 
by one year after the original implementation date: 

– GASSB Statement No. 83, Certain Asset Retirement Obligations 

– GASB Statement No. 84, Fiduciary Activities 
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– GASB Statement No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and 
Direct Placements 

– GASB Statement No. 89, Accounting for Interest Cost Incurred before the End of a Construction 
Period 

– GASB Statement No. 90, Majority Equity Interests 

– GASB Statement No. 91, Conduit Debt Obligations 

– GASB Statement No. 92, Omnibus 2020 

– GASB Statement No. 93, Replacement of Interbank Offered Rates 

– GASB Implementation Guide No. 2017-3, Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions (and Certain Issues Related to OPEB Plan 
Reporting) 

– GASB Implementation Guide No. 2018-1, Implementation Guidance Update—2018 

– GASB Implementation Guide No. 2019-1, Implementation Guidance Update—2019 

– GASB Implementation Guide No. 2019-2, Fiduciary Activities. 
The effective dates of the following pronouncements are postponed by 18 months after the original 
implementation date: 

– GASB Statement No. 87, Leases 

– GASB Implementation Guide No. 2019-3, Leases. 
Earlier application of the provisions addressed in this Statement is encouraged and is permitted to 
the extent specified in each pronouncement as originally issued. 

• GASB Statement No. 96, Subscription Based Information Technology Arrangements. The primary 
objective of this Statement is to provide guidance on the accounting and financial reporting for 
subscription-based information technology arrangements (SBITAs) for government end users 
(governments). This Statement (1) defines a SBITA; (2) establishes that a SBITA results in a right-
to-use subscription asset—an intangible asset—and a corresponding subscription liability; 
(3) provides the capitalization criteria for outlays other than subscription payments, including 
implementation costs of a SBITA; and (4) requires note disclosures regarding a SBITA. To the extent 
relevant, the standards for SBITAs are based on the standards established in Statement No. 87, 
Leases, as amended. The requirements of this Statement are effective for fiscal years beginning 
after June 15, 2022, and all reporting periods thereafter. Earlier application is encouraged. 

• GASB Statement No. 97, Certain Component Unit Criteria, and Accounting and Financial Reporting 
for Internal Revenue Code Section 457 Deferred Compensation Plans-an amendment of GASB 
Statements No. 14 and No. 84, and a supersession of GASB Statement No. 32. The primary 
objectives of this Statement are to (1) increase consistency and comparability related to the reporting 
of fiduciary component units in circumstances in which a potential component unit does not have a 
governing board and the primary government performs the duties that a governing board typically 
would perform; (2) mitigate cost associated with the reporting of certain defined contribution pension 
plans other than pension plans or OPEB plans (other employee benefits plans) as fiduciary 
component units in fiduciary fund financial statements; and (3) enhance the relevance, consistency, 
and comparability of the accounting and financial reporting for Internal Revenue Code (IRC) Section 

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 91 of 471



COMMONWEALTH OF PUERTO RICO 
Notes to Basic Financial Statements 

June 30, 2018 

 86 

457 deferred compensation plans (Section 457 plans) that meet the definition of a pension plan and 
for benefits provided through those plans. The requirements of this Statement that are related to the 
accounting and financial reporting for Sections 457 plans are effective for fiscal years beginning after 
June 15, 2021. 

Management is evaluating the impact that these statements may have on the Commonwealth basic financial 
statements upon adoption. 

 Going Concern, Uncertainties and Liquidity Risk 
The risks and uncertainties facing the Commonwealth, together with other factors, have led management to 
conclude that there is substantial doubt as to the ability of the Commonwealth to continue as a going concern. 
(a) Going Concern – Primary Government 

Management believes that there is substantial doubt about the Commonwealth’s ability to continue as a 
going concern for the following reasons: 
• The Commonwealth is facing a fiscal, economic and liquidity crisis, the culmination of many years of 

significant governmental deficits, an economic recession that has persisted since 2006, prior liquidity 
challenges, a high unemployment rate, population decline, and high levels of debt and pension 
obligations. As the Commonwealth’s tax base has shrunk and its revenues been affected by 
prevailing economic conditions, an increasing portion of the Commonwealth’s General Fund budget 
has consisted of health care and pension related costs and debt service requirements through fiscal 
year 2018, resulting in reduced funding for other essential services. The Commonwealth’s historical 
liquidity constraints, among other factors, have adversely affected its credit ratings and its ability to 
obtain financing at reasonable interests rates. 

• In response to the Commonwealth’s current fiscal crisis, the United States Congress enacted 
PROMESA establishing the Oversight Board. On May 1, 2017, the temporary stay under Title IV of 
PROMESA expired, permitting substantial litigation brought by bondholders and other creditors 
against the Commonwealth and its component units to resume and new suits to be initiated. As a 
result, on May 3, 2017, the Oversight Board, at the request of the Governor, commenced a Title III 
case for the Commonwealth by filing a petition for relief under Title III of PROMESA in the United 
States District Court for the District of Puerto Rico (the Title III Court). Title III of PROMESA 
incorporates the automatic stay provisions of Bankruptcy Code section 362 and 922, which are made 
applicable to Title III cases pursuant to PROMESA section 301(a). Accordingly, upon the filing of the 
Commonwealth’s Title III case, an automatic stay immediately went into effect to stay creditor 
litigation. 

• Since June 30, 2014, the principal rating agencies lowered their rating on the general obligation 
bonds of the Commonwealth, which had already been placed in a default rating of “D.” They also 
lowered similarly to a default grade their ratings on PBA’s bonds and GDB’s then-existing bonds, 
while the ratings on the then-existing COFINA bonds were lowered multiple notches to a non-
investment grade level of Ca, CC and D (depending on the particular rating agency). After the 
conclusion of the fiscal year ended June 30, 2018, the GDB bonds were exchanged for new bonds 
issued by the GDB Debt Recovery Authority pursuant to GDB’s Qualifying Modification under Title 
VI of PROMESA, which became effective on November 29, 2018. For additional information 
regarding GDB’s Qualifying Modification, refer to Note 3, Note 17(c), and GDB’s standalone audited 
financial statements for its fiscal year ended June 30, 2018. Similarly, the COFINA bonds were 
exchanged for new bonds as a result of the COFINA Plan of Adjustment, which become effective on 
February 12, 2019. For additional information regarding the COFINA Plan of Adjustment, refer to 
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Note 3, Note 17(c), and COFINA’s standalone audited financial statements for its fiscal year ended 
June 30, 2018. 

• The Primary Government reflects a net deficit of approximately $72.8 billion as of June 30, 2018. 
The Commonwealth’s General Fund shows a fund balance of approximately $1.4 billion as of 
June 30, 2018. 

• For fiscal years ended June 30, 2018, the Legislature did not appropriate approximately 
$85.8 million, for the debt service payments of the PFC bonds which are obligations of certain 
component units of the Commonwealth that are payable solely from such appropriations. 

• On April 6, 2016, the Moratorium Act was enacted, under which the Commonwealth and certain of 
its component units suspended their respective debt service payments. In particular, the 
Commonwealth suspended the payment of approximately $1.1 billion in debt service on general 
obligation bonds due during the fiscal year ended June 30, 2018, and $2.3 billion since its enactment. 
For additional information regarding the Moratorium Act and other relevant legislation, refer to Note 3. 

• Effective July 1, 2017, Act No. 106–2017 required the elimination of the pension trusts that were 
used to accumulate assets for the payment of pension benefits of ERS, TRS and JRS (collectively 
referred to as the Retirement Systems). Subsequently, a new pay-as-you-go (PayGo) mechanism 
was established for the payment of accumulated pension benefits. Additionally, on May 22, 2017 the 
Oversight Board, commenced a Title III case for ERS by filing a petition for relief under PROMESA 
in the United States District Court for the District of Puerto Rico. 

Remediation Plan – Primary Government 
On March 13, 2017, the Oversight Board certified the initial fiscal plan for the Commonwealth. The fiscal 
plan has been subject to various revisions. On April 23, 2021, the Oversight Board certified its most 
recent fiscal plan for the Commonwealth (the Oversight Board Fiscal Plan), which included the following 
categories of structural reforms and fiscal measures: 
(i) Human Capital and Welfare Reform 
(ii) K-12 Education Reform 
(iii) Ease of Doing Business Reform 
(iv) Power Sector Reform 
(v) Infrastructure and Capital Investment Reform 
(vi) Establishment of the Office of the CFO 
(vii) Agency Efficiency Measures 
(viii) Medicaid Reform 
(ix) Enhanced Tax Compliance and Optimized Taxes and Fees  
(x) Reduction in UPR and Municipality Appropriations 
(xi) Comprehensive Pension Reform 
There is no certainty that the Oversight Board Fiscal Plan (as currently certified or as subsequently 
amended and recertified) will be fully implemented, or if implemented will ultimately provide the intended 
results. All these plans and measures, and the Commonwealth’s ability to reduce its deficit and to achieve 
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a balanced budget in future fiscal years depends on a number of factors and risks, some of which are 
not wholly within its control. 
On May 11, 2021, the Oversight Board—as representative to the Commonwealth, the Employees’ 
Retirement System of the Government of the Commonwealth of Puerto Rico (ERS), and the Puerto Rico 
Public Buildings Authority (PBA) in their respective Title III cases—filed its Third Amended Title III Joint 
Plan of Adjustment of the Commonwealth of Puerto Rico, et al. [ECF No. 16740) (the Third Amended 
Plan) and an amended disclosure statement related thereto [ECF No. 16741] (the Third Amended 
Disclosure Statement). The Third Amended Plan remains subject to future amendments and Title III 
Court approval, and it is not certain that the Title III Court will ultimately confirm any such plan.   

(b) Going Concern – Discretely Presented Component Units 
The following major discretely presented component units have been identified as having substantial 
doubt about their ability to continue as a going concern. Each major discretely presented component 
units’ circumstances and remediation plan are described below: 
(i) GDB 

The stand-alone audited basic financial statements of GDB disclose that there is substantial doubt 
about GDB’s ability to continue as a going concern for the following reasons: 

• GDB, traditionally served as interim lender to the Commonwealth, its component units, and 
municipalities in anticipation of the issuance of long-term- bonds and notes by such entities in 
the municipal bond market. GDB also provided financing to the Commonwealth and its 
component units to finance their respective budget deficits, collateral requirements under swap 
agreements, and to meet mandatory payments of obligations. As a result, GDB’s liquidity and 
financial condition depended to a large extent on the repayment of loans made to the 
Commonwealth and its component units. Conditions that adversely affect the ability of the 
Commonwealth and its component units to raise cash (including limited access to capital 
markets) and repay their interim and other loans to GDB had an adverse effect on GDB’s liquidity 
and financial condition. 

• Under the Moratorium Act (as amended by Act No. 2-2017), FAFAA was created, as an 
independent public corporation to assume GDB’s role as fiscal agent, financial advisor and 
reporting agent for the Commonwealth, its component units, and municipalities. 

Remediation Plan – GDB 
Upon the establishment of FAFAA, GDB’s role was reduced to acting as an agent in (i) collecting on 
its loan portfolio and (ii) disbursing funds pursuant to strict priority guidelines. Given its reduced 
operations no appropriations were assigned for fiscal year 2018, and no further appropriations are 
expected to be assigned going forward. On March 23, 2018, GDB ceased its operations. Thereafter, 
management initiated an orderly wind down process, which included a restructuring of GDB’s debts 
pursuant to a Qualifying Modification under Title VI of PROMESA (the Qualifying Modification). 
Details of the Qualifying Modification are further discussed in Notes 3 and 17. 
For additional information about GDB’s cessation of operations and implementation of the Qualifying 
Modification, refer to the notes of GDB’s 2018 stand-alone audited basic financial statements.  

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 94 of 471



COMMONWEALTH OF PUERTO RICO 
Notes to Basic Financial Statements 

June 30, 2018 

 89 

(ii) PRHTA 
The stand-alone audited basic financial statements of PRHTA disclose that there is substantial doubt 
about PRHTA’s ability to continue as a going concern for the following reasons: 

• PRHTA has experienced significant recurring losses from operations and faces a number of 
business challenges that have been exacerbated by the Commonwealth’s economic recession 
and the fact that PRHTA has not increased its revenues to cover its rising costs. 

• PRHTA does not have sufficient funds available to repay its various obligations as they come 
due or those that are currently in default. PRHTA has not been able to increase its revenues, 
reduce its costs and improve liquidity. During the fiscal year ended June 30, 2018, PRHTA 
incurred a loss before capital grants and transfers of approximately $482 million. As of June 30 
2018, PRHTA’s current liabilities exceed its current assets by approximately $2.8 billion, and had 
an accumulated deficit of approximately $1.3 billion. 

• Additionally, significant support and funding for obligations of PRHTA has previously been 
provided by the Commonwealth and its component units, including GDB. The Commonwealth 
and such entities are experiencing financial difficulties and are unable to continue to extend, 
refinance or otherwise provide the necessary liquidity to PRHTA as and when needed. As such, 
current defaults may not be cured and future defaults on PRHTA’s obligations may not be 
avoided. The total aggregate outstanding balance of lines of credit was approximately $1.9 billion 
as of June 30, 2018. These lines of credit expired in January 2016 and are currently in default. 

• On May 21, 2017, the Oversight Board, at the request of the Governor, commenced a Title III 
case for PRHTA by filing a petition for relief under Title III of PROMESA in the Title III Court. 
PRHTA is currently operating under the protection of the Title III Court. 

Remediation Plan – PRHTA 
On May 27, 2021, the Oversight Board approved a fiscal plan to provide a roadmap for transforming 
not only PRHTA, but also infrastructure across Puerto Rico to catalyze economic growth. PRHTA 
has four objectives aligned with this goal: (a) promote the safe and easy movement of vehicles and 
individuals, (b) reach and maintain a state of good repair to ensure the people of Puerto Rico have 
access to quality roads and modes of transportation, (c) contribute to the development of Puerto 
Rico, and (d) build a strong, resilient road network by strengthening assets that are prone to natural 
disasters.  
There is no certainty that any certified fiscal plan for PRHTA will be fully implemented, or if 
implemented will ultimately provide the intended results. 
Detailed information about PRHTA’s conditions and events that raise doubt about its ability to 
continue as a going concern and its corresponding remediation plan are disclosed in the notes of 
PRHTA’s 2018 fiscal year stand-alone audited basic financial statements. 

(iii) PREPA 
Management believes that there is substantial doubt about PREPA’s ability to continue as a going 
concern for the following reasons: 
• PREPA has defaulted on various debt obligations and does not currently have sufficient funds 

available to repay its obligations as they come due. 

• The Commonwealth and its component units are also experiencing financial difficulties and have 
been unable to repay amounts due to PREPA. 
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• PREPA has an accumulated deficit of approximately $6.8 billion as of June 30, 2018, and during 
the year ended June 30, 2018, the deficit increased by approximately $1.5 billion.  

• On July 2, 2017, the Oversight Board, at the request of the Governor, commenced a Title III case 
for PREPA by filing a petition for relief under Title III of PROMESA in the Title III Court. PREPA 
is currently operating under the protection of the Title III Court. 

• In recent years, Puerto Rico’s infrastructure systems have experienced devastating damage in 
the wake of several natural disasters. In September 2017, Puerto Rico was directly impacted by 
Hurricanes Irma and Maria, leaving in its path the destruction of thousands of homes, knocking 
out power across the entire island, and flooding many streets and roads. In January 2020, Puerto 
Rico was struck by a 6.4 magnitude earthquake causing an island-wide power outage, water 
shortages, and the collapse of many buildings and homes. Puerto Rico has continued to 
experience subsequent aftershocks that are not expected to stop any time soon. The total 
economic damage from these natural disasters is estimated in the tens of billions of dollars. 

Remediation Plan – PREPA 
On May 27, 2021, the Oversight Board approved a new fiscal plan that lays out a path for the 
operational and financial reorganization of PREPA and the transformation of Puerto Rico’s energy 
system. 
There is no certainty that any certified fiscal plan for PREPA will be fully implemented, or if 
implemented will ultimately provide the intended results. 
Detailed information about PREPA’s conditions and events that raise doubt about its ability to 
continue as a going concern and its corresponding remediation plan are disclosed in the notes of 
PREPA’s 2018 fiscal year stand-alone audited basic financial statements. 

(iv) UPR 
The stand-alone audited basic financial statements of UPR disclose that there is substantial doubt 
about its ability to continue as a going concern for the following reasons: 

• UPR had an accumulated deficit position of approximately $1.9 billion at June 30, 2018. 
• UPR has had recurring operating losses, has been highly dependent on the Commonwealth’s 

appropriations to finance its operations, and has historically relied on GDB for liquidity. 
Approximately 64% of UPR’s total revenues were derived from Commonwealth appropriations 
for the year ended June 30, 2018. UPR’s ability to continue receiving similar operational support 
from the Commonwealth and obtaining external financing is uncertain. 

• UPR has limited ability to raise operating revenues due to the economic and political related 
challenges of maintaining enrollment and increasing tuition. 

• On June 29, 2017, UPR and the trustee for the UPR System Revenue Bonds entered into a 
standstill agreement (the Standstill Agreement), pursuant to which the UPR agreed to transfer to 
a segregated account, for the benefit of the holders of the revenue bonds, certain amounts in 
respect of revenue pledged on the condition that during the covered period of the Standstill 
Agreement the trustee would not institute, commence, or continue any legal proceeding against 
the UPR, the Commonwealth or any of its agencies, instrumentalities, or municipalities thereof, 
to enforce rights related to the revenue bonds. The Standstill Agreement has been subject to 
various extensions. 
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Remediation Plan – UPR 
On May 27, 2021 the Oversight Board certified a new version of the UPR fiscal plan. 
There is no certainty that any certified fiscal plan for UPR will be fully implemented, or if implemented 
will ultimately provide the intended results. 
Detailed information about UPR’s conditions and events that raise doubt about its ability to continue 
as a going concern and its corresponding remediation plan are disclosed in the notes of UPR’s 2018 
fiscal year stand-alone audited basic financial statements. 

(v) Other Nonmajor Discretely Presented Component Units 
There are other nonmajor discretely presented component units that have accumulated deficits and 
others that even without deficits, have outstanding debt payable to GDB or subject to the Moratorium 
Act and related executive orders. Similar, to the reasons presented above for the Commonwealth’s 
Primary Government and its major discretely presented component units, there is uncertainty as to 
the ability of other nonmajor discretely presented component units to satisfy their obligations as they 
become due; therefore, raising substantial doubt about their ability to continue as a going concern. 
Additionally, there are other nonmajor discretely presented component units that do not have a deficit 
position or loans outstanding with GDB as of June 30, 2018, and have not been impacted by the 
Moratorium Act and related executive orders. However, these entities are highly dependent on the 
financial support provided by the Commonwealth and have been depending on GDB as their only 
option to obtain financing to fund their operations. The financial support provided by the 
Commonwealth is contingent on inclusion of such entities in its General Fund’s budget appropriations 
as approved by the Legislature. Any reduction in the amount of these contributions could result in 
financial difficulties for these entities, including the uncertainty as to their ability to satisfy their 
obligations as they become due, thereby raising substantial doubts about their ability to continue as 
a going concern. 

 PROMESA and Other Legislation Related to Debt Restructuring 
As discussed in Note 2, the Commonwealth and many of its component units are in the midst of an economic 
and fiscal crisis, which have caused, among other things, the initiation of financial measures directed to 
reinstate fiscal and financial stability, including a number of Commonwealth and federal laws that have been 
passed in recent years. On June 30, 2016, the U.S. Congress enacted PROMESA to address these 
problems. During the fiscal years subsequent to June 30, 2016, the Commonwealth and other governmental 
entities such as COFINA, PRHTA, ERS, PREPA, PBA and GDB have initiated PROMESA proceedings at 
the request of the Governor to restructure or adjust their existing debt. Following are the most relevant 
Commonwealth and federal legislation enacted to address the fiscal crisis and to initiate the economic 
recovery: 
(a) Fiscal Measures Before PROMESA 

(i) Retention by the Government of Tax Revenues Conditionally Allocated to Certain Public 
Corporations and Priority of Payment Provisions 
On December 1, 2015, the Governor signed Executive Order No. 46 (Executive Order No. 46). 
Executive Order No. 46 ordered the Secretary of DOT to retain certain available resources of the 
Commonwealth in light of revised revenue estimates for fiscal year 2016 and the Commonwealth’s 
deteriorating liquidity situation. Pursuant to such executive order, the Secretary of the DOT retained 
revenues conditionally allocated to PRHTA, PRIFA, PRCCDA, and PRMBA for the payment of debt 
service on their bonds during fiscal year 2016. Since fiscal year 2017, such revenues are being 
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retained by the Commonwealth pursuant to certain laws, including but not limited to (a) the 
Moratorium Act and Act No. 5-2017 (discussed below), and (b) the automatic stay under Title III of 
PROMESA. Use of these revenues is the subject of ongoing litigation, as discussed in Note 17. 

(ii) Puerto Rico Emergency Moratorium and Financial Rehabilitation Act, Financial Emergency and 
Fiscal Responsibility of Puerto Rico Act and Related Executive Orders 
On April 6, 2016, the Commonwealth enacted the Moratorium Act. Pursuant to the Moratorium Act, 
the Governor issued a series of executive orders declaring an emergency period, a moratorium and 
various other measures with respect to certain obligations of the Commonwealth and several of its 
instrumentalities. Pursuant to these executive orders, certain Commonwealth entities have either: 
(i) not made debt service payments, (ii) made debt service payments with funds on deposit with the 
trustees of their bonds, and/or (iii) not received or transferred certain revenues. Such executive 
orders also placed significant restrictions on the disbursement of funds deposited at GDB and 
suspended the disbursement of loans by GDB. 
The implementation of the Moratorium Act and its related executive orders is the subject of ongoing 
litigation, as discussed in Note 17. Upon the enactment of PROMESA on June 30, 2016, the Title IV 
Stay (discussed below) applied to stay this litigation until the Title IV Stay expired on May 1, 2017. 
Since the commencement of the Commonwealth’s Title III case on May 3, 2017, the automatic stay 
under Title III of PROMESA has applied to continue the stay of this litigation and prevent debt service 
payments to bondholders. 

(b) PROMESA and Other Puerto Rico Legislation 
(i) PROMESA 

In general terms, PROMESA seeks to provide the Commonwealth with fiscal and economic discipline 
through, among other things: (i) the establishment of the Oversight Board, whose responsibilities 
include the certification of fiscal plans and budgets for the Commonwealth and its related entities; 
(ii) a temporary stay of all creditor lawsuits under Title IV of PROMESA; and (iii) two alternative 
methods to adjust unsustainable debt: (a) a voluntary debt modification process under Title VI of 
PROMESA, which establishes a largely out-of-court debt restructuring process through which 
modifications to financial debt can be accepted by a supermajority of creditors; and (b) a quasi-
bankruptcy proceeding under Title III of PROMESA, which establishes an in-court debt restructuring 
process substantially based upon incorporated provisions of Title 11 of the United States Code 
(U.S. Bankruptcy Code). Each of these elements are divided among PROMESA’s seven titles, as 
briefly discussed below. 
(a) Title I – Establishment of Oversight Board and Administrative Matters 

Upon PROMESA’s enactment, the Oversight Board was established for Puerto Rico. As stated 
in PROMESA, “the purpose of the Oversight Board is to provide a method for a covered territory 
to achieve fiscal responsibility and access to the capital markets.” On August 31, 2016, the 
President of the United States announced the appointment of the Oversight Board members. 
Each Oversight Board member is required to have “knowledge and expertise in finance, 
municipal bond markets, management, law, or the organization or operation of business or 
government.” The Oversight Board was “created as an entity within the territorial government for 
which it was established” and is expressly not an entity of the federal government, but it was also 
established to act independently from the Commonwealth government, such that neither the 
Governor nor the Legislature may “(1) exercise any control, supervision, oversight, or review 
over the Oversight Board or its activities; or (2) enact, implement, or enforce any statute, 
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resolution, policy, or rule that would impair or defeat the purposes of [PROMESA], as determined 
by the Oversight Board.” 

(b) Title II – Fiscal Plan and Budget Certification Process and Compliance 
Title II sets forth the requirements for proposing and certifying fiscal plans and budgets for the 
Commonwealth and its instrumentalities. “Each fiscal plan serves as the cornerstone for 
structural reforms the Oversight Board deems necessary to ensure the territory, or 
instrumentality, will be on a path towards fiscal responsibility and access to capital markets.” 
Only after the Oversight Board has certified a fiscal plan may the Governor submit a fiscal year 
Commonwealth budget and fiscal year budgets for certain Commonwealth instrumentalities (as 
approved by the Oversight Board) to the Legislature. 
In furtherance of the foregoing duties, PROMESA contains a provision that grants the Oversight 
Board powers to monitor compliance with certified fiscal plans and budgets and undertake 
certain actions, including spending reductions and the submission of recommended actions to 
the Governor that promote budgetary compliance. Please refer to the language of PROMESA 
for a complete description of the Oversight Board’s powers related to fiscal plan and budgetary 
compliance. 

(c) Title III – In-Court Restructuring Process 
Title III of PROMESA establishes an in-court process for restructuring the debts of Puerto Rico 
and other United States territories that is modeled after the process under Chapter 9 of the 
U.S. Bankruptcy Code. 
The Oversight Board has sole authority to file a voluntary petition seeking protection under Title 
III of PROMESA, subject to the prerequisites therein. 
In a Title III case, the Oversight Board acts as the debtor’s representative and is authorized to 
take any actions necessary to prosecute the Title III case. Immediately upon filing the Title III 
petition, Bankruptcy Code section 362 (which is incorporated into Title III cases under 
PROMESA) applies to automatically stay substantially all litigation against the debtor (the Title 
III Stay). A Title III case culminates in the confirmation of a plan of adjustment of the debts of the 
debtor. The Oversight Board has the exclusive authority to file and modify a plan of adjustment 
prior to confirmation. 

(d) Title IV – Temporary Stay of Litigation, Government Reporting, and Other Miscellaneous 
Provisions 
Title IV of PROMESA contains several miscellaneous provisions, including a temporary stay of 
litigation related to “Liability Claims,” relief from certain wage and hour laws, the establishment 
of a Congressional Task Force on Economic Growth in Puerto Rico (the Task Force), the 
requirement that the Comptroller General of the United States submit two reports to Congress 
regarding the public debt levels of the U.S. territories, and expansion of the federal government’s 
small business HUBZone program in Puerto Rico. 
Pursuant to PROMESA section 405, the enactment of PROMESA immediately and automatically 
imposed a temporary stay (the Title IV Stay) from June 30, 2016 (the date of PROMESA’s 
enactment) through February 15, 2017 of all “Liability Claim” litigation commenced against the 
Commonwealth and its instrumentalities after December 18, 2015. A “Liability Claim” is defined 
as any right to payment or equitable remedy for breach of performance related to “a bond, loan, 
letter of credit, other borrowing title, obligation of insurance, or other financial indebtedness for 
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borrowed money, including rights, entitlements, or obligations whether such rights entitlements, 
or obligations arise from contract, statute, or any other source of law related [thereto]” for which 
the Commonwealth or one of its instrumentalities was the issuer, obligor, or guarantor and such 
liabilities were incurred prior to June 30, 2016. The Title IV Stay was subject to a one-time 75-day 
extension by the Oversight Board or a one-time 60-day extension by the United States District 
Court. On January 28, 2017, the Oversight Board extended the Title IV Stay by 75 days to May 1, 
2017, at which time the Title IV Stay expired. 
Title IV of PROMESA also required several federal government reports. First, PROMESA 
established the Task Force within the legislative branch of the U.S. federal government. The 
Task Force submitted its report to Congress on December 20, 2016. 
Second, PROMESA required the U.S. Comptroller General, through the Government 
Accountability Office (GAO), to submit a report to the House and Senate by December 30, 2017 
regarding: (i) the conditions that led to Puerto Rico’s current level of debt; (ii) how government 
actions improved or impaired its financial condition; and (iii) recommendations on new fiscal 
actions or policies that the Commonwealth could adopt. The GAO published this report on May 9, 
2018. 
Third, PROMESA required the U.S. Comptroller General, through the GAO, to submit to 
Congress by June 30, 2017 a report on public debt of the U.S. territories. In addition to its initial 
report, the GAO must submit to Congress updated reports on the public debt at least once every 
two-years. The GAO published its initial report on October 2, 2017. On June 28, 2019, the GAO 
published its latest biannual report on the public debt of the U.S. territories. 

(e) Title V – Infrastructure Revitalization 
Title V of PROMESA establishes the position of Revitalization Coordinator under the Oversight 
Board and provides a framework for infrastructure revitalization through an expedited permitting 
process for “critical projects” as identified by the Revitalization Coordinator. 

(f) Title VI – Consensual, Out-of-Court Debt Modification Process 
Title VI of PROMESA establishes an out-of-court process for modifying Puerto Rico’s debts. 
Under PROMESA section 601(d), the Oversight Board is authorized to establish “pools” of bonds 
issued by each Puerto Rico government -related issuer based upon relative priorities. After 
establishing the pools, the government issuer or any bondholder or bondholder group may 
propose a modification to one or more series of the government issuer’s bonds. If a voluntary 
agreement exists, the Oversight Board must issue a certification and execute a number of 
additional processes in order to qualify the modification. 
Finally, the United States District Court for the District of Puerto Rico must enter an order 
approving the Qualifying Modification and vesting in the issuer all property free and clear of 
claims in respect of any bonds. 
The Title VI process was successfully implemented to restructure the debts of the GDB. The 
GDB Title VI process is discussed below under Discretely Presented Component Units – GDB, 
Qualifying Modification and Title VI Approval Process. 

(g) Title VII – Sense of Congress 
Title VII of PROMESA sets forth the sense of Congress that “any durable solution for Puerto 
Rico’s fiscal and economic crisis should include permanent, pro-growth fiscal reforms that 
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feature, among other elements, a free flow of capital between territories of the United States and 
the rest of the United States.” 

(ii) Puerto Rico Legislation and Other Fiscal Measures 
Act No. 2-2017, the Puerto Rico Fiscal Agency and Financial Advisory Authority Act, was enacted to 
expand FAFAA’s powers and authority (as initially established under the Moratorium Act) so that 
FAFAA has the sole responsibility to negotiate, restructure, and reach agreements with creditors on 
all or part of the public debt or any other debt issued by any Commonwealth entity. FAFAA is also 
responsible for the collaboration, communication, and cooperation efforts between the 
Commonwealth and the Oversight Board under PROMESA. In addition, Act No. 2-2017 established 
FAFAA as the Commonwealth entity responsible for carrying out the roles inherited from the GDB 
along with additional duties and powers, which include, among other things: (i) oversight of the 
Commonwealth budget; (ii) an administrative presence on every board or committee where the GDB 
president is currently a member; (iii) authority to conduct audits and investigations; and (iv) authority 
to freeze budgetary items, appoint trustees, redistribute human resources, and change procedures. 
Act No. 3-2017, the Fiscal Crisis Management Act, was enacted to extend most of the fiscal 
measures that had been adopted under Act No. 66-2014 through July 1, 2021, including a 10-year 
extension of the excise tax on acquisitions by foreign corporations under Act No. 154-2010. 
Act No. 5-2017, the Puerto Rico Fiscal Responsibility and Financial Emergency Act, authorized the 
Commonwealth to segregate funds that would eventually be used to fund the payment of public debt. 
Act No. 5-2017 states that the Governor may pay debt service as long as the Commonwealth is able 
to continue to fund essential services, such as the health, safety, and well-being of the people of 
Puerto Rico, including providing for their education and assistance to residents. Act No. 5-2017 
continued to declare the Commonwealth to be in a state of emergency and increased the Governor’s 
powers to manage the Commonwealth’s finances. The emergency period under Act No. 5-2017 was 
set to expire on May 1, 2017 to coincide with the expiration of the Title IV Stay (as discussed above), 
unless extended by an additional three months by executive order. On April 30, 2017, the Governor 
issued executive order OE-2017-031, which extended the Act No. 5-2017 emergency period to 
August 1, 2017. On July 19, 2017, the Legislature enacted Act No. 46-2017, which further extended 
the Act No. 5-2017 emergency period through December 31, 2017. Act No. 46-2017 allowed the 
Governor to sign executive orders to extend the emergency period for successive periods of 
six months as long as the Oversight Board remains established for Puerto Rico under PROMESA. 
On June 27, 2019, the Governor issued executive order EO-2019-030 extending the emergency 
period until December 31, 2019. On December 31, 2019, the Governor issued executive order EO-
2019-066 extending the emergency period until June 30, 2020. On June 30, 2020, the Governor 
issued executive order EO-2020-050 extending the emergency period until December 31, 2020.  On 
December 17, 2020, the Governor issued executive order EO-2020-092 extending the emergency 
period until June 30, 2021. 
Act No. 106-2017, the Act to Guarantee the Payment to Our Pensioners and Establish a New Plan 
for Defined Contributions for Public Servants, reformed the Commonwealth’s pensions by replacing 
the governing boards of the Retirement Systems with a single Retirement Board of the 
Commonwealth of Puerto Rico (Retirement Board) and established a separate “Account for the 
Payment of Accrued Pensions” to implement a PayGo method by which the Commonwealth will pay 
pension benefits to government retirees on a pay-as-you-go basis. Act No. 106-2017 created the 
legal framework so that the Commonwealth can make payments to pensioners through the PayGo 
system. 
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Act No. 109-2017, the Government Development Bank for Puerto Rico Debt Restructuring Act (the 
GDB RSA), effectuated the GDB Fiscal Plan and provided a path for the implementation of the GDB 
RSA by addressing the claims of the Commonwealth and its instrumentalities against GDB. Act 
No. 109-2017 created two special purpose entities—the GDB Debt Recovery Authority and the 
Public Entity Trust—into which the GDB would divide and irrevocably transfer its assets. As 
discussed below, these entities were utilized to complete the transactions in the GDB’s Qualifying 
Modification, as approved by the District Court under Title VI of PROMESA. 
Act No. 241-2018, the Puerto Rico Sales Tax Financing Corporation Act, amended and restated Act 
No. 91-2006 to establish the legal framework for the restructuring of COFINA’s issued and 
outstanding bonds by, among other things, authorizing the issuance of new COFINA bonds 
necessary to complete the transactions contemplated under the COFINA Plan of Adjustment, as 
discussed below and in Note 17(c). 
Act No. 29-2019, the Act for the Reduction of Administrative Burdens of the Municipalities, addressed 
the severe financial crisis and liquidity shortage of the Puerto Rico municipalities by relieving them 
of their obligations to make PayGo payments to the Commonwealth and other payments to the 
PRHIA under Act No. 106-2017. The Oversight Board challenged the implementation and 
enforcement of Act No. 29-2019, as discussed below in Note 17(c). On April 15, 2020, the Title III 
Court entered an order finding that Act No. 29-2019 is unenforceable and permanently enjoining the 
Commonwealth from implementing it and enforcing it effective May 6, 2020. The Oversight Board 
and other governmental entities have implemented other measures to address the issues raised in 
Act No. 29-2019. 

(c) PROMESA Title III Cases 
(i) Commonwealth Title III Case 

On May 3, 2017, the Oversight Board, at the request of the Governor, commenced a Title III case for 
the Commonwealth by filing a petition for relief under Title III of PROMESA in Title III Court. The 
deadline by which all creditors were required to file their proofs of claim against the Commonwealth 
was June 29, 2018. Approximately 116,160 claims were filed against the Commonwealth in the total 
aggregate asserted amount of approximately $33.2 trillion. Of this amount, approximately 82,860 
claims in the total aggregate asserted amount of approximately $33.1 trillion have been withdrawn 
or expunged by an omnibus objection order entered by the Title III Court. As a result, approximately 
12,395 claims in the total aggregate asserted amount of approximately $139.4 billion remain 
outstanding. The validity of these remaining claims have not yet been determined and such claims 
remain subject to the claims reconciliation process described in section (vii) below. 
On May 11, 2021, the Oversight Board—as representative to the Commonwealth, ERS, and PBA in 
their respective Title III cases—filed the Third Amended Plan [ECF No. 16740) and the Third 
Amended Disclosure Statement [ECF No. 16741].  A hearing on the adequacy of the Third Amended 
Disclosure Statement is currently scheduled for July 13, 2021. 
The Government has not yet determined whether it will support the Third Amended Plan given its 
view that government pensioners must be protected and must not receive additional cuts to their 
pension benefits.  The Third Amended Plan remains subject to future amendments and Title III Court 
approval.  It is not certain that the Title III Court will ultimately confirm the Third Amended Plan or 
any further amended plan. 
For additional information, refer to the publicly available Third Amended Plan and Third Amended 
Disclosure Statement, available at https://cases.primeclerk.com/puertorico/ Home-DocketInfo. 
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(ii) COFINA Title III Case 
On May 5, 2017, the Oversight Board, at the request of the Governor, commenced a Title III case for 
COFINA by filing a petition for relief under Title III of PROMESA in the United States District Court 
for the District of Puerto Rico. The deadline by which all creditors were required to file their proofs of 
claim against COFINA was June 29, 2018. These claims against COFINA were resolved through the 
COFINA Plan of Adjustment, which became effective on February 12, 2019. For additional 
information regarding the COFINA Plan of Adjustment, refer to Note 17(c) and the COFINA 
stand-alone audited basic financial statements. 
Certain parties whose objections were overruled in confirming the COFINA Plan of Adjustment filed 
Notices of Appeal in the Title III Court. The appeals were docketed with the United States Court of 
Appeals for the First Circuit under case numbers 19-1181 (also discussed in relation to the adversary 
proceeding captioned Manuel Natal-Albelo, et al. v. Financial Oversight and Management Board for 
Puerto Rico, et al.) and 19-1182, 19-1391, and 19-1960. On February 8, 2021, the First Circuit denied 
the appeals and affirmed the Title III Court’s confirmation of the COFINA Plan of Adjustment and 
Settlement Agreement. 

(iii) PRHTA Title III Case 
On May 21, 2017, the Oversight Board, at the request of the Governor, commenced a Title III case 
for PRHTA by filing a petition for relief under Title III of PROMESA in the United States District Court 
for the District of Puerto Rico. The deadline by which all creditors were required to file their proofs of 
claim against PRHTA was June 29, 2018. Approximately 2,260 claims were filed against PRHTA in 
the total aggregate asserted amount of approximately $83.1 billion. Of this amount, approximately 
1,235 claims in the total aggregate asserted amount of approximately $6.8 billion have been 
withdrawn or expunged by an omnibus objection order entered by the Title III Court. As a result, 
approximately 920 claims in the total aggregate asserted amount of approximately $76.2 billion 
remain outstanding. The validity of these remaining claims have not yet been determined and such 
claims remain subject to the claims reconciliation process, described in section (vii) below. 
On April 12, 2021, the Oversight Board announced the Clawback Agreement with the Settling 
Monoline Insurers to settle certain claims against the Commonwealth regarding the bonds issued by 
PRHTA and PRCCDA, as well as claims against those issuers. The terms of the Clawback 
Agreement have been incorporated into the Third Amended Plan for the Commonwealth, ERS, and 
PBA. The Clawback Agreement also provides that PRHTA shall endeavor to file its own plan of 
adjustment by January 31, 2022—consistent with the economic provisions under the Clawback 
Agreement—that would enable PRHTA to exit its Title III proceeding by the end of calendar year 
2022. 
After the commencement of PRHTA’s Title III case, numerous motions and adversary proceedings 
were filed both by and against PRHTA regarding creditor rights to PRHTA assets. The outcome of 
these proceedings and their impact on any plan of adjustment for PRHTA cannot be determined at 
this time. 

(iv) ERS Title III Case 
On May 21, 2017, the Oversight Board, at the request of the Governor, commenced a Title III case 
for ERS by filing a petition for relief under Title III of PROMESA in the United States District Court for 
the District of Puerto Rico. The deadline by which all creditors were required to file their proofs of 
claim against ERS was June 29, 2018. Approximately 53,020 claims have been filed against ERS in 
the total aggregate asserted amount of approximately $10.2 trillion. Of this amount, approximately 
40,445 claims in the total aggregate asserted amount of approximately $10.1 trillion have been 
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withdrawn or expunged by an omnibus objection order entered by the Title III Court. As a result, 
approximately 995 claims in the total aggregate asserted amount of approximately $65.2 billion 
remain outstanding. The validity of these remaining claims have not yet been determined and such 
claims remain subject to the claims reconciliation process, described in section (vii) below. 
On March 12, 2019, the Creditors’ Committee filed an omnibus objection to all claims asserted 
against ERS based on the approximately $3.1 billion of outstanding bonds issued by ERS in 2008 
(the Creditors’ Committee ERS Bond Claims Objection). The Creditors’ Committee ERS Bond Claims 
Objection argues that ERS was only authorized to issue a “direct placement of debts,” which the 
Creditors’ Committee claims is commonly understood to mean a “private placement, not a public 
offering.” Because the ERS bonds were issued in a public offering, the Creditors’ Committee asserts 
that the ERS bonds were illegally issued as ultra vires and are thus “null and void.” As a result, the 
Creditors’ Committee seeks an order disallowing all ERS bond claims in their entirety. 
After years of litigation, on April 2, 2021, the Oversight Board and certain ERS bondholders entered 
into the ERS Stipulation.  As agreed in the ERS Stipulation, the Oversight Board filed a motion on 
April 5, 2021 seeking a stay of various ERS-related litigation (including the ERS Bond Claims 
Objections) pending the adjudication of the plan of adjustment for the Commonwealth, ERS, and 
PBA. On April 12, 2021, the Title III Court granted the motion and stayed the ERS Bond Claims 
Objections until further notice. 
On March 8, 2021, the Oversight Board—as representative to the Commonwealth, ERS and PBA in 
their respective Title III cases—filed its Second Amended Plan and Second Amended Disclosure 
Statement, which incorporates the terms of the 2021 PSA and the Retiree Committee RSA with 
modifications increasing the threshold level for pension cuts from $1,200 to $1,500 of monthly 
retirement benefits per retiree, among other things. 
On April 2, 2021, the Oversight Board and ERS bondholders announced their entry the ERS 
Stipulation, which sets forth an agreement on the economic terms upon which the ERS bondholders 
would support a plan of adjustment. On May 11, 2021, the Oversight Board—as representative of 
the Commonwealth, ERS and PBA in their respective Title III cases—filed the Third Amended Plan 
and Third Amended Disclosure Statement. The Third Amended Plan remains subject to future 
amendments and Title III Court approval, and it is not certain that the Title III Court will ultimately 
confirm any such plan. 
For further information, refer to the currently filed versions of the Third Amended Plan and Third 
Amended Disclosure Statement, which are available at https://cases.primeclerk.com/ 
puertorico/Home-DocketInfo. 

(v) PREPA Title III Case 
On July 3, 2017, at the request of the Governor, the Oversight Board commenced a Title III case for 
PREPA by filing a petition for relief under Title III of PROMESA in the United States District Court for 
the District of Puerto Rico. The deadline by which all creditors were required to file their proofs of 
claim against PREPA was June 29, 2018. Approximately 4,490 claims have been filed against 
PREPA in the total aggregate asserted amount of approximately $25.3 billion. The validity of these 
asserted claims have not yet been determined and all claims remain subject to the claims 
reconciliation process, described in section (vii) below. 
On August 18, 2020, the Creditors’ Committee filed a motion to terminate the 9019 Motion, which 
the Oversight Board, FAFAA, and PREPA objected to.  On November 4, 2020, the Title III Court 
denied the Committee’s motion to terminate the 9019 Motion, without prejudice to renewal after April 
21, 2021.  The Committee has appealed the Title III Court’s decision to the First Circuit (Case No. 
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20-2162).  On February 2, 2021, the First Circuit entered an order directing the Creditors’ Committee 
to show cause why the appeal should not be dismissed for lack of jurisdiction. The Committee filed 
its response to the Court’s order on February 16, 2021, and, in light of such response, on May 21, 
2021, the First Circuit dismissed the matter for lack of subject matter jurisdiction. 

(vi) PBA Title III Case 
On September 27, 2019, the Oversight Board, at the request of the Governor, commenced a Title III 
case for PBA by filing a petition for relief under Title III of PROMESA in the United States District 
Court for the District of Puerto Rico. The deadline by which all creditors were required to file their 
proofs of claim against PBA was June 26, 2020. As of June 26, 2021, approximately 390 claims have 
been filed against PBA in the total aggregate asserted amount of approximately $6.8 billion. 
On May 11, 2021, the Oversight Board—as representative of the Commonwealth, ERS and PBA in 
their respective Title III cases—filed the Third Amended Plan for the Commonwealth, ERS, and PBA, 
along with a Third Amended Disclosure Statement related thereto. The Third Amended Plan remains 
subject to future amendments and Title III Court approval, and it is not certain that the Title III Court 
will ultimately confirm any such plan. 
For further information, refer to the currently filed versions of the Third Amended Plan and Third 
Amended Disclosure Statement, which are available at https://cases.primeclerk.com/ 
puertorico/Home-DocketInfo. 

(vii) Claims Reconciliation Process for Title III Cases 
As of June 26, 2021, approximately 176,325 proofs of claim have been filed in the Title III Cases in 
the total aggregate asserted amount of approximately $43.5 trillion. Of this amount, approximately 
101,020 claims in the total aggregate asserted amount of approximately $43.3 trillion have been 
withdrawn or expunged by an omnibus objection order entered by the Title III Court, and 23,001 
claims have been resolved via the ACR process. As a result, approximately 18,300 claims in the total 
aggregate asserted amount of approximately $306 billion remain outstanding against all Title III 
debtors. 
On October 16, 2018, the Oversight Board filed a motion seeking the approval of certain limited claim 
objection procedures designed to complete the claims reconciliation process in a timely, efficient, 
and cost-effective manner. In its motion, the Oversight Board sought authority, among other things, 
to file omnibus objections to claims on the non-substantive bases expressly set forth in Bankruptcy 
Rule 3007(d)(1)-(7), which include objections to duplicative or untimely filed claims, with the limitation 
that each omnibus objection may only object to up to 500 claims (the Initial Claim Objection 
Procedures). On November 14, 2018, the Title III Court entered an order approving the Initial Claim 
Objection Procedures. On May 21, 2019, the Oversight Board filed a motion seeking to amend the 
Initial Claim Objection Procedures by permitting omnibus objections to be filed on substantive as well 
as non-substantive bases, and to permit up to 1,000 claims to be included in each omnibus objection 
(the Amended Claim Objection Procedures). On June 14, 2019, the Title III Court entered an order 
approving the Amended Claim Objection Procedures. 
On June 5, 2019, the Oversight Board filed a motion for the Title III Court to authorize alternative 
dispute resolution (ADR) procedures to resolve certain general unsecured claims. At the omnibus 
hearing held on July 24, 2019, the Title III Court indicated that it supported an ADR process, but that 
the proposed ADR procedures included a number of practical barriers to implementation, including 
a lack of detail on what types of claims would be subject to the ADR procedures, and failure of 
proposed ADR procedures to comply with federal rules and due process requirements. On 
January 7, 2020, the Oversight Board submitted an amended motion to approve ADR procedures 
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(the ADR Procedures), which the Title III Court approved on April 1, 2020. The Commonwealth and 
Oversight Board are currently in the process of reviewing claims to be resolved through the ADR 
Procedures. 
After the commencement of the Commonwealth’s Title III case, numerous motions and adversary 
proceedings have been filed both by and against the Commonwealth regarding creditor rights to 
Commonwealth assets. At this time, there is significant uncertainty regarding what recovery, if any, 
creditors will receive on account of claims against the Commonwealth under Title III of PROMESA. 
The recovery, if any, will be determined in the Commonwealth Title III case and cannot be estimated 
at this time. Generally, unless otherwise provided in the plan of adjustment or ordered by the District 
Court, the recovery a creditor receives on account of its claim in the Commonwealth Title III case will 
be in full satisfaction of such claim and such claim will otherwise be released and discharged by the 
terms of the plan of adjustment. Once discharged, the Commonwealth will have no further liability or 
obligation related to such claim except to the extent set forth in the approved plan of adjustment or 
otherwise ordered by the District Court. For a detailed description of these legal contingencies, refer 
to Note 17. 

(viii) GDB Qualifying Modification and Title VI Approval Process 
On November 29, 2018, GDB completed a restructuring of certain of its indebtedness pursuant to a 
Qualifying Modification under Title VI of PROMESA (the Qualifying Modification). Under the 
Qualifying Modification, holders of certain bond and deposit claims against GDB exchanged their 
claims for bonds issued by a newly created public instrumentality—the GDB Debt Recovery Authority 
(the GDB DRA)—and GDB transferred to such entity its municipal loan portfolio, a portion of its public 
entity loan portfolio, its real estate owned assets and its unencumbered cash. In addition, pursuant 
to the GDB Restructuring Act, claims on account of deposits held by the Commonwealth and other 
public entities were exchanged for interest in a newly formed trust created pursuant to the GDB 
Restructuring Act, titled the Public Entity Trust (the PET). 
Under the GDB Restructuring Act, the balance of liabilities owed between the Commonwealth and 
its agents, instrumentalities and affiliates (each a Non-Municipal Government Entity) and GDB were 
determined by applying the outstanding balance of any deposits held at GDB in a Non-Municipal 
Government Entity’s name against the outstanding balance of any loan of such Non-Municipal 
Government Entity owed to GDB or of any bond or note of such Non-Municipal Government Entity 
held by GDB as of such date. Those Non-Municipal Government Entities having net claims against 
GDB, after giving effect to the foregoing adjustment received their pro rata share of interests in the 
PET, which was deemed to be full satisfaction of any and all claims such Non-Municipal Government 
Entity may have against GDB. 
The assets of the PET (the PET Assets) consist of among other items, an unsecured claim against 
the Commonwealth of approximately $578 million, which is the subject of a proof of claim filed in the 
Commonwealth’s Title III case. The Official Committee of Unsecured Creditors appointed in the Title 
III cases has objected to this PET Claim and, as of the date hereof, the Title III Court has not 
determined if the PET Claim is an allowed claim that will be entitled to a distribution. The 
Non-Municipal Government Entities’ recoveries on account of their interests in the PET will depend 
upon the recovery ultimately received by the PET on account of the PET Assets. Claims that the 
Commonwealth and other governmental entities may have had against GDB have been released 
pursuant to the Qualifying Modification and the GDB Restructuring Act (except for as set forth 
therein). 
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On November 6, 2018, the District Court approved GDB’s Qualifying Modification under Title VI of 
PROMESA and the Qualifying Modification became effective as of November 29, 2018. 

(ix) PRIFA-Ports Exchange 
On December 27, 2019, PRIFA completed a private exchange that resulted in the resolution of over 
92% of those certain Series 2011 bonds issued by PRIFA (Ports Authority Project) (the PRIFA-Ports 
Bonds). At the time of the exchange, the PRIFA-Ports Bonds were outstanding in an amount of 
approximately $190.6 million. Bondholders holding approximately $177.2 million participated in the 
private exchange and received their pro rata share (based on the entire amount of PRIFA-Ports 
Bonds outstanding) of a cash payment of approximately $82.4 million, resulting in the full resolution 
of such participating PRIFA-Ports Bonds. The recovery the PRIFA-Ports bondholders received in the 
exchange is in addition to the GDB DRA Bonds received by the PRIFA-Ports bondholders in 
connection with a settlement of the bondholders’ letter of credit claims against GDB, which settlement 
was entered into as part of the GDB Title VI Qualifying Modification. After the exchange, the 
PRIFA-Ports Bonds remain outstanding in the total aggregate amount of approximately $13.5 million. 

(d) Default of Bond Principal and Interest Payments 
Because of the Commonwealth’s retention of certain revenues conditionally allocated to public 
corporations and priority of payment provisions, as well as the Commonwealth’s general financial 
condition, the Commonwealth and such public corporations were not able to make the debt service 
payments as they became due prior to the commencement of the Title III cases. Subsequent to the 
commencement of such cases, the automatic stay and other provisions of law have prevented payment 
of such amounts. The nature of the obligations of the Commonwealth and its public corporations to make 
such payments is currently the subject of ongoing litigation, as discussed in Note 17. 
The table below summarizes the past due balance of principal and interest on bonds as of May 31, 2021 
(in thousands): 

 

Past due
Principal Interest Balance

Governmental activities:
Commonwealth $ 1,997,586  3,538,622  5,536,208  
PBA 322,733  934,180  1,256,913  
PRIFA 311,190  415,354  726,544  
ERS —  582,816  582,816  
PA 38,938  106,961  145,899  

Total governmental activities 2,670,447  5,577,933  8,248,380  

PFC appropriation bonds 194,830  324,830  519,660  

Major component units:
PRHTA 479,988  893,295  1,373,283  
PREPA 1,339,916  1,626,472  2,966,388  
PRASA 20,325  39,629  59,954  

Total major component units 1,840,229  2,559,396  4,399,625  

Nonmajor component units 86,407  90,058  176,465  

Total $ 4,791,913  9,135,033  13,926,946  
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 Accounting Changes and Correction of Errors 
During 2018, the Commonwealth identified various errors related to prior year basic financial statements, 
including that certain of its blended component units incorrectly applied the guidance in GASB Statements 
No. 68 and No. 71. In addition, the Commonwealth’s Primary Government and certain of its component units 
partially adopted the provisions of GASB Statement No. 75, which resulted in restatements of the beginning 
net position of the Commonwealth’s financial statements. The impact of the related adjustments to beginning 
net position/fund balance are as follows: 
Governmental and Business-type Activities 
The following table summarizes the changes to net position at the beginning of the year as previously 
reported for the Governmental and Business-type activities in the government-wide financial statements (in 
thousands): 

 
Adoption of GASB Statement No. 75 
The impact of adopting GASB Statements No. 75 in the Primary Government consisted of recognizing its 
proportionate share of the total other postemployment benefits liability and deferred outflows of resources for 
benefits payments made after the beginning total other postemployment benefits liability measurement date 
(July 1, 2017). 
Change in Reporting Entity 

As a result of the enactment of Act 106-2017, the former pension trust funds established to pay the 
accumulated pension benefits of the ERS, TRS, and JRS are under liquidation and reported as blended 
component units within the governmental activities. 

Governmental Business-type
Activities Activities

Net position (deficit) – July 1, 2017, as previously reported $ (71,129,600) 69,269  
Adoption of GASB Statement No. 75:

Recognition of total other postemployment benefits liability (1,256,326) (21,451) 
Recognition of deferred outflow of resources for

benefits payments made after the measurement
date (July 1, 2017) 99,407  1,442  

Entities that were fiduciary component units in fiscal year 2017,
but blended component units in fiscal year 2018 (change in 
reporting entity) (1,565,634) —  

Elimination of interfund receivables and payables 188,960  —  
Adoption of GASB Statement No. 68 & 71: (a)

Recognition of net pension liability (74) —  
Recognition of deferred outflow of resources for

benefits payments made after the measurement
date (July 1, 2017) 198  

Overstatement of liabilities (b) 398  474  
Understatement of accounts receivable (c) 7,507  —  
Understatement of capital assets (d) 121  —  

Net position (deficit) – July 1, 2017, as restated $ (73,655,043) 49,734  
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Elimination of Interfund Balances 
ERS, a blended component unit and formerly a fiduciary component unit, holds investments in bonds issued 
by COFINA, also a blended component unit. As a consequence of ERS blending within the Governmental 
Activities, the nature of the transaction between ERS and COFINA changed from an investment to an 
interfund loan resulting in the elimination of an investment of approximately $58.2 million by ERS and bonds 
of approximately ($247.1) million by COFINA. 
Correction of Immaterial Errors – Governmental Activities 
The correction of immaterial errors in the beginning net position of Governmental Activities includes a 
combination of the following: 
a) The impact of applying the guidance in GASB Statement No. 68 and No. 71. The error correction 

consisted of FAFAA and PRMSA recognizing the net effects of their proportionate share of ERS’ 
beginning net pension liability, deferred outflows of resources for pension contributions made after the 
beginning net pension liability measurement date and deferred inflows of resources due to differences 
between the projected and the actual pension plan investment earnings in different measurement 
periods. 

b) An overstatement of compensated absences for approximately $398 thousand corrected by FAFAA. 
c) An understatement of accounts receivable from governmental entities for approximately $7.5 million 

corrected by DEDC. 
d) An understatement of capital assets corrected by HOR for approximately $121 thousand. 
Correction of Immaterial Errors – Business-type activities 
The correction of immaterial errors to beginning net position of the Business-type activities includes a 
combination of the following: 
(b) An overstatement in liabilities of approximately $474 thousand in the Bureau of Emergency Services 9-

1-1 was corrected.  
Governmental Funds 
The following table summarizes the changes to fund balances (deficit) at the beginning of the year as 
previously reported for the governmental funds (in thousands): 

 
 
 

ERS COFINA Nonmajor
General special revenue debt service governmental

Fund Fund Fund funds

Fund balances (deficit) – July 1, 2017, as
previously reported: $ (100,564) —  441,824  (39,070) 
Entities that were fiduciary component units in fiscal

year 2017, but blended component units in fiscal
year 2018 (change in reporting entity) —  1,030,115  —  542,344  

Recognition of interfund balance —  139,408  (139,408) —  
Correction of immaterial errors:

Overstatement of other liablities (a) —  —  —  287  
Understatement of accounts receivable (b) 7,507  —  —  —  

Fund balances (deficit) – July 1, 2017, as restated $ (93,057) 1,169,523  302,416  503,561  
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Change in Reporting Entity 
As a result of the enactment of Act 106-2017, the former pension trust funds established to pay the 
accumulated pension benefits of the ERS, TRS, and JRS are under liquidation and reported as blended 
component units within the governmental activities. 
Recognition of Interfund Balances 
ERS, a blended component unit and formerly a fiduciary component unit, holds investments in bonds issued 
by COFINA, blended component unit. As a consequence of ERS blending within the governmental funds, 
the nature of the transaction between ERS and COFINA changed from an investment to an interfund loan 
resulting in the recognition of an interfund receivable by ERS and an interfund payable by COFINA of 
approximately ($139.4) million. 
Correction of Immaterial Errors 
(a) An overstatement of compensated absences for approximately $287 thousand corrected by FAFAA. 
(b) An understatement of accounts receivable from governmental entities for approximately $7.5 million 

corrected by DEDC. 
Proprietary Funds 
The following table summarizes the changes to net position at the beginning of the year as previously 
reported for the proprietary funds (in thousands): 

 
Adoption of GASB Statement No. 75 
The impact of adopting GASB Statement No. 75 consisted of PRMeSA and the Lotteries’ recognizing their 
proportionate share of the total other postemployment benefits liability and deferred outflows of resources for 
benefits payments made after the beginning total other postemployment benefits liability measurement date 
(July 1, 2017). 

Nonmajor
Proprietary

PRMeSA Funds

Net position (deficit) – July 1, 2017,
as previously reported $ (943,436) 483,466  
Adoption of GASB Statement No. 75:

Recognition of total other (19,188) (2,263) 
postemployent benefits liability

Recognition of deferred outflow
of resources for benefits
payments made after the
measurement date (July 1, 2017) 1,290  152  

Correction of immaterial errors:
Overstatement of liabilities (a) —  474  

Net position (deficit) – July 1, 2017, as
restated $ (961,334) 481,829  
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Correction of Immaterial Errors 
The correction of immaterial errors in the beginning net position of nonmajor proprietary funds includes the 
following: 
(a) An overstatement in liabilities of approximately $474 thousand in the Bureau of Emergency Services 9-

1-1 was corrected. 
Discretely Presented Component Units 
The following table summarizes the changes to the beginning net position for certain discretely presented 
component units (in thousands): 

 
Adoption of GASB Statements No. 75 
The impact of adopting GASB Statement No. 75 at the discretely presented component units consisted of 
recognizing its proportionate share of the total other postemployment benefits liability, deferred inflow of 
resources, and deferred outflows of resources for benefits payments made after the beginning total other 
postemployment benefits liability measurement date (July 1, 2017). 
 

Net deficit – July 1, 2017, as previously reported $ (12,085,936) 
Adoption of GASB Statement No. 86:

GDB (5,705) 
Adoption of GASB Statement No. 75:

Recognition of total other postemployment 
benefits liability (605,860) 

Recognition of deferred outflows
of resources for benefits 
payments made after the
measurement date (July 1, 2017) 35,942  

Recognition of deferred inflow of
resources (1,496) 

Correction of material errors:
Adoption of GASB Statement

No. 68 and No. 71: (a)
Recognition of net pension liability (64,617) 
Recognition of deferred outflow

of resources for benefits
payments made after the
measurement date (July 1, 2017) 14,325  

Recognition of deferred inflow of
resources (7,748) 

Overstatement of capital assets (b) 1,401,676  
Understatement of claims and judgments (c) (182,281) 
Various immaterial errors (d) – (i) (6,662) 

Net deficit – July 1, 2017, as restated $ (11,508,362) 
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Adoption of GASB Statement No. 86 
GDB adopted the provisions of GASB Statement No. 86, Certain Debt Extinguishment Issues. Statement No. 
86 establishes, among other things, the accounting and financial reporting for in-substance defeasance 
transactions in which cash and other monetary assets acquired with only existing resources, that is, 
resources other than the proceeds of refunding debt, are placed in an irrevocable trust for the purpose of 
extinguishing debt.  GDB, through its HFA fund, applied the provisions of this statement to a defeasance 
transaction of the Mortgage Trust III Certificate Notes that had taken place during fiscal year 2011. 
Correction of Material Errors 
The correction of material errors in the beginning net position of discretely presented component units 
includes a combination of the following: 
(a) The impact of applying the guidance in GASB Statements No. 68 and No. 71 by recognizing the net 

effects of discretely presented component units proportionate share of the beginning net pension liability, 
deferred inflow of resources , and deferred outflows of resources for pension contributions made after 
the beginning net pension liability measurement date, against beginning net position. 

(b) An understatement of capital assets for approximately $1.4 billion in PREPA’s basic financial statements, 
and an overstatement identified by the PRITA of approximately ($30) thousand, and an understatement 
of capital assets of approximately $72 thousand corrected by CPECMP. 

(c) An understatement of approximately ($182.2) million of legal claims and judgment reserve corrected to 
include claims from prior years that were omitted from PREPA’s prior year audited basic financial 
statements. 

(d) An overstatement of receivables resulting from misstatements in the determination of year-end balances 
of PREPA of approximately ($47.4) million, and an overstatement of receivables of IPRC by 
approximately ($223) thousand, and an understatement of receivables of PRITA by approximately $1.5 
million. 

(e) An overstatement of PREPA’s customer deposits of approximately $42.8 million; an understatement of 
accounts payable for approximately ($127) thousand in IPRC basic financial statements; an 
understatement of accounts payable for approximately ($14.1) million in LAPR basic financial 
statements; and an overstatement of approximately $412 thousand in PRITA basic financial statements. 

(f) A correction of investments balances resulting from recoveries of custodial credit losses recognized in 
prior years by PRSWA of approximately $6.1 million. 

(g) An overstatement of termination benefits payable for approximately $2.9 million in PRTEC basic financial 
statements; $1.3 million in PRSWA basic financial statements; and an understatement of approximately 
($1.8) million in AACA basic financial statements. 

(h) An overstatement of compensated absences for approximately $2.2 million in CCCPRC basic financial 
statements. 

(i) Other immaterial errors corrected by PRHTA for approximately ($3.3) million; IPRC for approximately 
($1.2) million; PRMIMTA for approximately $2.3 million; PRMFA for approximately ($1.5) million; and by 
PRPA for approximately $3.4 million. 
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 Puerto Rico Government Investment Trust Fund (PRGITF) 
On December 1, 2017, a Termination of Trust Agreement was executed by GDB, as trustee of the Trust, and 
the Secretary of Treasury of the Commonwealth of Puerto Rico, as settlor for the Trust. Both parties decided 
to terminate the Trust, as permitted by Articles Eleven, Section 1101 of the Deed of Constitution of Trust, 
dated October 13, 1995, as amended (the “Deed of Trust”). 
Section 1101 of the Deed of Trust requires ninety days prior written notice to the Participants, The Custodian 
and the Administrator for the termination of the Trust. On December 1, 2017, a notice of termination was sent 
to all Participants of the Trust, including a request from them of a waiver of such requirements, in order to be 
able to terminate the Trust within such ninety-day period. Therefore, the termination of the Trust will be 
effective as of the earlier of: (i) the date on which the parties have received a waiver from each Participant, 
the Administrator and the Custodian of the ninety days prior written notice requirement provided in the Deed 
of Trust for the termination thereof; and (ii) ninety days from the date of the Notice, whichever occurs first. 
All assets held in the Trust were distributed as required by the Deed of Trust. 

 Deposits and Investments 
Primary Government 
The Primary Government may invest in different types of securities, including domestic, international, and 
fixed income securities, among others. 
The Primary Government maintains a cash and investment pool that is available for use by all funds, including 
some of the fiduciary funds. Each fund’s portion of this pool is reported on the statement of net position and 
balance sheet as cash and cash equivalents.  
Cash and Cash Equivalents 
Custodial credit risk for deposits is the risk that in the event of bank failure, the Commonwealth’s deposit 
might not be recovered. The Commonwealth requires that public funds deposited in commercial banks in 
Puerto Rico must be fully collateralized for the amount deposited in excess of federal depository insurance. 
All securities pledged as collateral are held by banks in the Commonwealth’s name. There is no formal policy 
for custodial credit risk for cash accounts opened with commercial banks outside of Puerto Rico. 
Deposits in governmental banks represent the balance of interest and noninterest bearing accounts in GDB 
and EDB. The deposit liability at the GDB and the EDB is substantially related to deposits from the DOT, its 
component units and its municipalities. However, any deposits at GDB as of June 30, 2018 were 
subsequently transferred to the PET on November 29, 2018 pursuant to GDB’s Qualifying Modification and 
the GDB Restructuring Act, 
Deposits maintained at GDB, EDB, and commercial banks established outside Puerto Rico are exempt from 
the collateral requirement established by the Commonwealth and thus represent a custodial credit risk, 
because in the event that these financial institutions fail, the Commonwealth may not be able to recover these 
deposits. On November 29, 2018, all claims that the Commonwealth and other governmental entities may 
have had against GDB, including their GDB deposits, were released pursuant to the Qualifying Modification 
and the GDB Restructuring Act. The carrying amount of deposits of the Primary Government at June 30, 
2018 consists of the following (in thousands): 
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As of June 30, 2018, the total aggregate amount of the Primary Government’s bank balance of deposits in 
commercial banks was approximately $5.3 billion, covered by the FDIC or by collateral held by the 
Commonwealth’s agent in the Commonwealth’s name. Deposits of approximately $581 million with the 
U.S. Treasury represent unemployment insurance premiums collected from employers that are transferred 
to the federal Unemployment Insurance Trust Fund in the U.S. Treasury. These deposits are uninsured and 
uncollateralized. The Primary Government’s bank balance of deposits in governmental banks, which as of 
June 30, 2018, aggregated approximately $1.1 billion, is also uninsured and uncollateralized. 
Custodial Credit Loss on Deposits held at GDB and EDB 
GDB faced a critical and economic situation as of June 30, 2018 as described in Note 2. Therefore, deposits 
held at GDB were subject to strict restrictions and limitations during the fiscal year, and subsequent periods. 
GDB served as the primary depository agent of the Commonwealth, its instrumentalities and municipalities’ 
funds; depositors’ cash and cash equivalents with GDB were thus subject to custodial credit risk. In the case 
of EDB, due to the spiral of economic deterioration affecting the Commonwealth, including downgrades in 
credit ratings of the Commonwealth’s bonds led the private sector to retire deposits from EDB. Also, the GDB 
financial and liquidity crisis made public governmental agencies and corporations move their deposits from 
EDB to GDB, reducing EDB’s capacity to issue commercial loans or make investments in financial 
instruments. In addition to these situations, the investments held by EDB had declined in value and EDB was 
running only on the interest income generated by its loan’s portfolio. Due to the high default rate on its loans 
portfolio, the ability to raise cash through loan repayments was limited. Management determined that a 
custodial credit loss existed as of June 30, 2018 for the deposits held at GDB and EDB. Based on an 

Carrying amount Bank
Unrestricted Restricted Total balance

Governmental activities:
Commercial banks $ 3,602,192  1,253,560  4,855,752  4,933,641  
Governmental banks 2,201  208  2,409  883,612  

Total $ 3,604,393  1,253,768  4,858,161  5,817,253  

Carrying amount Bank
Unrestricted Restricted Total balance

Business-type activities:
Commercial banks $ 270,917  49,297  320,214  333,792  
Governmental banks 3  19  22  227,278  
Under the custody of

the U.S. Treasury —  581,377  581,377  581,471  

Total $ 270,920  630,693  901,613  1,142,541  
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evaluation of the availability and recoverability of such deposits, a custodial credit loss on these deposits has 
been recorded on the Primary Government’s basic financial statements as follows (in thousands): 

 

 
A recovery on custodial credit loss of approximately $1.1 million was recognized in 2018 as general 
government expenditures of the Governmental Activities and belong substantially to those DOT accounts 
and those blended component units or agencies that issued their stand-alone basic financial statements 
considering the impact of the custodial credit loss. The realizable balance of the deposits held with the GDB 
as of June 30, 2018 was determined based on the corresponding actual collections received from the GDB 
on such deposits after the June 30, 2018 year end. 
A custodial credit loss of approximately $15 thousand was recognized in 2018 as an operating expenses of 
the Business-type activities. 
As discussed in Note 2(c), on November 29, 2018, GDB completed a restructuring of certain of its 
indebtedness pursuant to a Qualifying Modification under Title VI of PROMESA. Under the Qualifying 
Modification and the GDB Restructuring Act, the balance of liabilities owed between the Commonwealth and 
each Non-Municipal Government Entity and GDB were determined by applying the outstanding balance of 
any deposits held at GDB in a Non-Municipal Government Entity’s name against the outstanding balance of 
any loan of such Non-Municipal Government Entity owed to GDB or of any bond or note of such Non-
Municipal Government Entity held by GDB as of such date. As a result of this foregoing adjustment, all of the 
Commonwealth’s deposits at GDB were extinguished as a result of the Qualifying Modification. 
EDB is in the process of developing a strategy to restructure its obligations and operations. Upon the eventual 
restructuring of EDB obligations and operations, the recorded and unrecorded custodial credit loss on the 
cash and cash equivalents disclosed above may change. 
Investments 
Custodial Credit Risk – Custodial credit risk for investments is the risk that, in the event of the failure of the 
counterparty to the transaction, the Commonwealth may not be able to recover the value of the investment 
or collateral securities that are in the possession of an outside party. 
Credit Risk – This is the risk of loss of principal or loss of a financial reward stemming from a borrower’s 
failure to repay a loan or otherwise meet a contractual obligation. Investors are compensated for assuming 
credit risk by way of interest payments from the borrower or issuer of a debt obligation. 

Amount

Governmental activities:
Carrying value before loss $ 883,612  
Custodial credit loss (881,203) 

Net carrying value $ 2,409  

Amount

Business-Type activities:
Carrying value before loss $ 227,278  
Custodial credit loss (227,256) 

Net carrying value $ 22  
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Credit risk is closely tied to the potential return of an investment, the most notable being that the yields on 
bonds correlate strongly to their perceived credit risk. 
The Commonwealth’s general investment policy is to apply the “prudent investor” rule, which states 
investments must be made with judgment and care under circumstances then prevailing, that persons of 
prudence, discretion, and intelligence exercise in the management of their own affairs, not for speculation 
but for investment, and considering the probable safety of their capital as well as the probable income to be 
derived. The prudent investor rule should be applied in the context of managing an overall portfolio. 
Short-term funds of the agencies, including operating funds, may be invested in U.S. Treasury bills; 
U.S. Treasury notes or bonds with short-term maturities; short-term obligations of U.S. government agencies 
and instrumentalities classified within the highest rating category of Standard & Poor’s Rating Services (S&P) 
and Moody’s Investors Service (Moody’s); fully insured or collateralized certificates of deposit of eligible 
financial institutions designated by the Commissioner of Financial Institutions and the Secretary of the DOT; 
prime commercial paper rated A1/P1 by S&P and Moody’s or secured by an irrevocable line of credit of an 
institution rated within the highest rating category of S&P and Moody’s or collateralized by government 
securities; bankers’ acceptances (as alternatives to CDs) of eligible financial institutions doing business in 
Puerto Rico provided adequate collateral has been pledged; the PRGITF; obligations of the Commonwealth 
and its instrumentalities with an expected rate of return similar to other securities with the same risk profile. 
Longer term funds may also be invested in U.S. government and agency securities in the highest rating 
category of S&P and Moody’s. This includes Taxable Municipal Bonds of state and local governments in the 
United States classified within the three (3) highest categories of at least two of the principal rating services; 
taxable municipal obligations of the Primary Government and its component units; structured investments 
(notes and other types of on balance sheet securities issued by a U.S. Government Agency or another 
financial institution in the highest rating category of at least two of the principal rating services); and any 
mortgage backed instrument issued by a U.S. Government Agency in the highest rating category of S&P and 
Moody’s. 
Concentration of Credit Risk – This is the risk of loss attributed to the magnitude of a government’s investment 
in a single issuer. The Commonwealth policy on larger portfolios with positions in securities having potential 
default risk is to limit the investments in size so that in case of default, the portfolio’s annual investment 
income will exceed a loss on a single issuer’s securities. 
Interest Rate Risk – It is the Commonwealth policy that a minimum 10% of the total portfolio be held in highly 
marketable U.S. Treasury bills or overnight investment instruments. Larger portfolios should not hold more 
than 30% of the portfolio in marketable instruments with maturities beyond one month. This policy should be 
followed as long as it does not reduce investment yields. 
Governmental Activities 
The Governmental Activities investments consisted of approximately $83.7 million in nonparticipating 
investment contracts (guaranteed investment contracts) that were exposed to custodial risk as uninsured, 
unregistered, and held by the counterparties or by their trust departments or agents, but not in the Primary 
Government’s name. 
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At June 30, 2018, the fair value of the Governmental Activities’ investments based on the hierarchy of inputs 
was as follows (in thousands): 

 
 

Investment type Level 1 Level 2 Level 3 Total

U.S. government securities $ —  43,416  —  43,416  
U.S. corporate bonds and notes —  843,824  —  843,824  
External investment pools –

fixed-income securities:
U.S. Bank Money Market 24,415  —  —  24,415  

Nonparticipating investment
contracts:

UniCredit Bank AG –
Guaranteed:

Investment Contract —  —  83,684  83,684  

Total investments
measured at fair
value $ 24,415  887,240  83,684  995,339  

Investments measured at
amortized cost or NAV:

Dreyfus Government Cash
Management 297,110  

Money market funds 28,706  
Negotiable certificate of

deposits 103,696  
Limited partnership/private

equity 86,090  
Other 1,521  

Total investments $ 1,512,462  
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The following table summarizes the type and maturities of investments held by the Governmental Activities 
at June 30, 2018 (in thousands). Investments by type in any issuer representing 5% or more of total 
investments have been separately disclosed. Expected maturities will differ from contractual maturities 
because counterparties may have the right to call or prepay obligations with or without call or prepayment 
penalties. 

 

Maturity (in years)
Within one After one to After ten

Investment type year five years years Total

U.S. government securities $ 43,416  —  —  43,416  
U.S. corporate bonds and notes 843,824  —  —  843,824  
Money market funds 12,945  15,761  —  28,706  
Negotiable certificates of deposits 103,696  —  —  103,696  
Other —  1,521  —  1,521  
External investment pools –

fixed-income securities:
Dreyfus Government

Cash Management 297,110  —  —  297,110  
U.S. Bank Money Market 24,415  —  —  24,415  

Nonparticipating investment
contracts:

Unicredit Bank AG-Guaranteed
Investment Contract —  —  83,684  83,684  

Total debt securities
and fixed-income
investment contracts $ 1,325,406  17,282  83,684  1,426,372  

Equity securities:
Limited parterships/private equity 86,090  

Total 1,512,462  

Reconciliation to the government-
wide statement of net position:

Unrestricted investments $ 188,145  
Restricted investments 1,324,317  

Total $ 1,512,462  
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The credit quality ratings (S&P) and fair value by investment type for the investments reported by the 
Governmental Activities at June 30, 2018 consisted of the following (in thousands): 

 
Approximately $43.4 million of the total Governmental Activities’ investments consist of U.S. Treasury 
instruments, which carry no credit risk and therefore, are not included within the table above. 
Investments in Limited Partnerships 
Pursuant to the Commonwealth’s General Investment Policy, the pension trust funds invested approximately 
$10.1 million in limited partnerships during the year ended June 30, 2018. 
The fair value of investments in limited partnerships at June 30, 2018 amounted to approximately $86 million. 
The allocations of net gains and losses to limited partners are based on certain percentages, as established 
in the limited partnership agreements. Investments in limited partnerships are not rated by a nationally 
recognized statistical rating organization. The related credit risk is measured through credit analysis, periodic 
reviews of results of operations, and meetings of subject companies’ management. 
As of June 30, 2018, the Governmental Activities had capital commitments with limited partnerships and 
related contributions as follows (in thousands): 

 

Rating
A+ BBB+ Not

Investment type AAA to A- to B- Rated Total

U.S. corporate bonds and notes $ —  843,824  —  —  843,824  
Money market funds 28,706  —  —  —  28,706  
Negotiable certificate of deposits 103,696  —  —  —  103,696  
Other 1,521  —  —  —  1,521  
External investment pools –

fixed-income securities:
Dreyfus Government Cash

Management 297,110  —  —  —  297,110  
US Bank Money Market —  —  24,415  —  24,415  

Nonparticipating investment contracts:
UniCredit Bank AG-Guaranteed

Investment Contract —  —  —  83,684  83,684  

Total debt securities and
fixed-income
investment contracts $ 431,033  843,824  24,415  83,684  1,382,956  

Public sector Fiscal year Cumulative Fair
commitments contributions contributions value

Guayacán Fund of Funds II, L.P.:
Employees’ Retirement System of

the Government of the
Commonwealth of Puerto Rico $ 25,000  —  7,337  344  

Puerto Rico System of Annuities
and Pensions for Teachers 25,000  —  23,681  344  

Subtotal 50,000  —  31,018  688  

Guayacán Private Equity Fund, L.P.:
Employees’ Retirement System of

the Government of the
Commonwealth of Puerto Rico 5,000  —  3,315  1,768  

Puerto Rico System of Annuities
and Pensions for Teachers 5,000  —  4,645  1,745  

Subtotal 10,000  —  7,960  3,513  
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Business-type Activities 
At June 30, 2018, the fair value of the Business-type activities’ investments based on the hierarchy of inputs 
is as follows (in thousands): 

 
The following table summarizes the type and maturities of investments held by the Business-type activities 
at June 30, 2018 (in thousands). Investments by type in any issuer representing 5% or more of total 
investments have been separately disclosed. Expected maturities will differ from contractual maturities, 
because counterparties may have the right to call or prepay obligations with or without call or prepayment 
penalties. 

Public sector Fiscal year Cumulative Fair
commitments contributions contributions value

Guayacán Private Equity Fund II, L.P.:
Employees’ Retirement System of

the Government of the
Commonwealth of Puerto Rico 25,000  —  20,562  19,738  

Subtotal 25,000  —  20,562  19,738  

Other Funds:
Employees’ Retirement System of

the Government of the
Commonwealth of Puerto Rico 78,300  10,135  58,766  62,151  

Subtotal 78,300  10,135  58,766  62,151  

Total $ 163,300  10,135  118,306  86,090  

Investment type Level 1 Level 2 Level 3 Total

U.S. government and agency
securities $ —  4,111  —  4,111  

Mortgage and asset-backed
securities:

GNMA —  86  —  86  
FNMA —  975  —  975  
FHLMC —  1,454  —  1,454  
Commercial mortgages —  824  —  824  
Asset-backed securities —  385  —  385  
Other 432  432  

U.S. corporate bonds and notes —  7,922  —  7,922  
Foreign corporate and

government bonds and notes —  360  —  360  
External investment pools –

equity securities —  10,269  —  10,269  

Total investments
measured at
fair value $ —  26,818  —  26,818  
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The credit quality ratings (S&P) and fair value by investment type for the investments reported by the 
Business-type activities at June 30, 2018 consist of the following (in thousands): 

 
Approximately $4.2 million of the total Business-type activities’ investments consist of approximately 
$86 thousands in U.S. Government National Mortgage Association (GNMA) securities and approximately 
$4.1 million in U.S. Treasury Instruments, which carry no credit risk and therefore, are not included within the 
table above. 

Maturity (in years)
Within one After one to After five to After ten

Investment type year five years ten years years Total

U.S. government and agency
securities $ —  1,696  972  1,443  4,111  

Mortgage and asset-backed securities:
GNMA —  —  —  86  86  
FNMA —  1  141  833  975  
FHLMC —  13  159  1,282  1,454  

Commercial mortgages —  —  824  —  824  
Asset-backed securities —  218  167  —  385  
Other —  —  432  —  432  

U.S. corporate bonds and notes 615  3,543  2,857  907  7,922  
Foreign corporate and government

bonds and notes —  —  26  334  360  

Total debt securities $ 615  5,471  5,578  4,885  16,549  

External investment pools – equity
securities:

SPDR S&P 500 ETF Trust 8,186  
MFC ISHARES TR Russell

2000 Index Fund 966  
MFC Vanguard FTSE Developed 1,066  
MFC Vanguard FTSE

Emergency MKTS ETF 51  

Total $ 26,818  

Reconciliation to the government-wide
statement of net position:

Restricted investments $ 26,818  

Total $ 26,818  

Rating
AA+ BBB+ BB+ Not

Investment type AAA to AA- A+ to A- to BBB- to BB- rated Total

Mortgage and asset-backed
securities:

FNMA $ 975  —  —  —  —  —  975  
FHLMC 1,454  —  —  —  —  —  1,454  
Commercial mortgages 641  —  —  —  —  183  824  
Asset-backed securities 385  —  —  —  —  —  385  
Other 432  —  —  —  —  —  432  

U.S. corporate bonds and notes 587  1,109  3,225  2,902  99  —  7,922  
Foreign corporate and government

bonds and notes 271  87  2  —  —  —  360  

Total debt securities $ 4,745  1,196  3,227  2,902  99  183  12,352  
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Fiduciary Funds 
Cash and Cash Equivalents 
Cash and cash equivalents of the Fiduciary Funds at June 30, 2018 consisted of the following (in thousands): 

 
Cash and cash equivalents consist of deposits with commercial banks, deposits with the GDB and short-term 
investments. Short-term investments include money market funds and other cash equivalents. 
Custodial Credit Loss on Deposits held at GDB  
Based on an evaluation of the availability and recoverability of deposits, a custodial credit loss has been 
recorded on the fiduciary funds’ basic financial statements as follows (in thousands): 

 
The above custodial credit loss belongs to the Agency Fund. The realizable balance of the deposits held with 
the GDB as of June 30, 2018 was determined based on the corresponding actual collections received from 
the GDB on such deposits after the June 30, 2018 year end.  
Discretely Presented Component Units 
Deposits 
Cash and cash equivalents consist of demand deposits, interest bearing accounts, certificates of deposit, 
and bank investment contracts. Cash and cash equivalents of the discretely presented component units at 
June 30, 2018 consisted of (in thousands): 
Major Discretely Presented Component Units 

 
As of June 30, 2018, the major discretely presented component units had approximately $335.8 million of 
cash and cash equivalents that were exposed to custodial credit risk as uninsured and uncollateralized. 

Carrying amount Bank
Unrestricted Restricted Total balance

Commercial banks $ 973,331  —  973,331  973,331  
Governmental banks (all

with GDB), net 50  —  50  15,956  

Total $ 973,381  —  973,381  989,287  

Deposits Held with GDB at June 30, 2018
Carrying

value
before Custodial

custodial credit Carrying
credit loss loss value

Cash and cash equivalents $ 15,956  (15,906) 50  

Carrying amount Bank
Unrestricted Restricted Total balance

Commercial banks $ 1,312,349  750,615  2,062,964  2,189,392  
Governmental banks —  4,649  4,649  335,817  

Total $ 1,312,349  755,264  2,067,613  2,525,209  
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Nonmajor Discretely Presented Component Units 

 
As of June 30, 2018, the nonmajor discretely presented component units had approximately $132.1 million 
of cash and cash equivalents that were exposed to custodial credit risk as uninsured and uncollateralized. 
Custodial Credit Loss on Deposits held at GDB and EDB 
Management determined that a custodial credit loss existed at June 30, 2018 for the deposits held at GDB 
and EDB. Based on an evaluation of the availability and recoverability of such deposits, a custodial credit 
loss on these deposits has been recorded on the discretely presented component units’ basic financial 
statements within general expenses as follows (in thousands): 

 

 
The aforementioned custodial credit losses were related to those discretely presented component units which 
issued their stand-alone basic financial statements considering the impact of the custodial credit loss. The 
realizable balance of the deposits held with the GDB as of June 30, 2018 was determined based on the 
corresponding actual collections received from the GDB on such deposits after the June 30, 2018 year end. 
A custodial credit loss of approximately $1.2 million was recognized as general and administrative expenses 
of the discretely presented component units during fiscal year 2018. 
As discussed in Note 2(c), on November 29, 2018, GDB completed a restructuring of certain of its 
indebtedness pursuant to a Qualifying Modification under Title VI of PROMESA. Under the Qualifying 
Modification and the GDB Restructuring Act, the balance of liabilities owed between the Commonwealth and 
each Non-Municipal Government Entity and GDB were determined by applying the outstanding balance of 
any deposits held at GDB in a Non-Municipal Government Entity’s name against the outstanding balance of 
any loan of such Non-Municipal Government Entity owed to GDB or of any bond or note of such Non-
Municipal Government Entity held by GDB as of such date. As a result of this foregoing adjustment, all of the 
Commonwealth’s deposits at GDB were extinguished as a result of the Qualifying Modification. 

Carrying amount Bank
Unrestricted Restricted Total balance

Commercial banks $ 362,245  118,796  481,041  480,812  
Governmental banks 5,520  1  5,521  132,052  

Total $ 367,765  118,797  486,562  612,864  

Amount

Major component units:
Carrying value before custodial credit loss $ 335,817  
Custodial credit loss (331,168) 

Net carrying value $ 4,649  

Amount

Nonmajor component units:
Carrying value before custodial credit loss $ 132,052  
Custodial credit loss (126,531) 

Net carrying value $ 5,521  
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EDB is in the process of developing a strategy directed to restructure its obligations and operations.  
Credit Risk – In addition to the investments permitted for the Primary Government, the discretely presented 
component units’ investment policies allow management to invest in the following: certificates of deposit or 
Euro notes issued by financial institutions in the U.S. in which the issuer is classified in the highest rating 
category for short-term obligations and in the two highest rating category for long-term obligations as 
classified by S&P and Moody’s: corporate notes and bonds classified in the highest categories of at least two 
of the principal rating services; taxable corporate debt issued through AFICA within the two (2) highest rating 
categories of at least two of the principal rating services; trust certificates (subject to prior written consultation 
with GDB); and Mortgage and Asset Backed Securities rated AAA by S&P or Aaa by Moody’s; no more than 
5% of a manager’s assets at fair value shall be invested in the securities of any single issuer. 
The discretely presented component units’ investment policies establish limitations and other guidelines on 
amounts to be invested in the aforementioned investment categories and by issuer/counterparty and on 
exposure by country. In addition, such policies provide guidelines on the institutions with which investment 
transactions can be entered into. 
The discretely presented component units’ investment policies provide that investment transactions must be 
entered into with counterparties that are rated BBB+/A 1 or better by S&P’s or equivalent rating by Fitch 
Ratings or Moody’s, depending on the type and maturity of the investment and the counterparty to the 
transaction. 
Concentration of credit risk – In addition, the investment policy specifies that no more than 5% of a manager’s 
assets at fair value must be invested in the securities of any single issuer. The following table summarizes 
the type and maturities of investments held by the discretely presented component units at June 30, 2018 (in 
thousands). Investments by type in any issuer representing 5% or more of total investments have been 
separately disclosed. Expected maturities will differ from contractual maturities, because counterparties may 
have the right to call or prepay obligations with or without call or prepayment penalties. 
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Discretely Presented Component Units 
At June 30, 2018, the fair value of the discretely presented component units’ investments based on the 
hierarchy of inputs is as follows: 

 
 
 
 
 
 
 

Investment type Level 1 Level 2 Level 3   Total

U.S. government securities $ 288,913  5,694  —  294,607  
U.S. government agencies notes:

FHLB 304  3,798  —  4,102  
FNMA 5,784  13,418  —  19,202  
FHLMC 1,349  1,035  —  2,384  
FFCB —  1,010  —  1,010  
Other —  1,771  —  1,771  

Mortgage and asset-backed
securities:

GNMA 78,569  1,249  —  79,818  
FNMA 10,369  9,075  —  19,444  
FHLMC 6,568  11,749  —  18,317  
Commercial mortgages —  449  —  449  
Asset-backed securities —  3,649  —  3,649  
Other 159  377  —  536  

U.S. corporate bonds and notes 50,145  69,440  —  119,585  
Foreign government bonds and notes 1,567  493  —  2,060  
U.S. municipal notes —  2,640  —  2,640  
Commonwealth agency bonds and notes —  56,541  —  56,541  
External investment pools – fixed –

income securities 13,480  655  —  14,135  
U.S. corporate stocks 317,653  —  —  317,653  

Investments at fair value level $ 774,860  183,043  —  957,903  

Investments valued at NAV
or amortized cost:

Cash equivalent – money market fund 79,309  
Negotiable certificates of deposit 158  
Mutual funds 49,264  
Limited partnership/private equity 181,440  
Guaranteed investments contract 69,997  
External investment pools –

equity securities 118,919  

Total major component units 1,456,990  

Total nonmajor component units 1,327,963  

Total investments $ 2,784,953  
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The following table summarizes the type and maturities of investments held by major discretely presented 
component units at June 30, 2018 (in thousands). Investments by type in any issuer representing 5% or more 
of total investments have been separately disclosed. Expected maturities will differ from contractual 
maturities, because counterparties may have the right to call or prepay obligations with or without call or 
prepayment penalties. 

 

Maturity (in years)
Within one After one to After five to After ten

Investment type year five years ten years years Total

U.S. government securities $ 254,947  12,945  18,979  7,736  294,607  
U.S. government sponsored

agencies notes:
FHLB 3,172  799  131  —  4,102  
FNMA 5,848  6,425  2,036  4,893  19,202  
FHLMC —  1,315  —  1,069  2,384  
FFCB —  1,010  —  —  1,010  
Other —  1,543  228  —  1,771  

Mortgage and asset-backed securities:
GNMA —  —  43,940  35,878  79,818  
FNMA —  743  8,632  10,069  19,444  
FHLMC —  2,495  3,925  11,897  18,317  
Commercial mortgages —  170  —  279  449  
Asset-backed securities —  2,261  1,388  —  3,649  
Other —  —  —  536  536  

U.S. corporate bonds and notes 14,884  50,367  48,570  5,764  119,585  
Foreign government bonds and notes 366  —  1,567  127  2,060  
U.S. municipal notes 125  —  1,321  1,194  2,640  
Commonwealth agency bonds and notes 42,495  13,923  —  123  56,541  
Money market funds 79,309  —  —  —  79,309  
Negotiable certificates of deposit 158  —  —  —  158  
External investment pools – fixed-

income securities 4  582  69  13,480  14,135  
Nonparticipating investment contracts —  62,093  —  7,904  69,997  
Mutual Funds 49,264  —  —  —  49,264  

Total debt securities
and fixed-income
investment contracts $ 450,572  156,671  130,786  100,949  838,978  

Equity securities:
U.S. corporate stocks 317,653  
External investment pools –

equity securities 118,919  
Limited partnership/private equity 181,440  

Total major
component units 1,456,990  

Total nonmajor
component units 1,327,963  

Total $ 2,784,953  
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Custodial Credit Risk – The discretely presented component units had approximately $1.6 billion 
(approximately $655.1 million and $914.8 million at major and nonmajor discretely presented component 
units, respectively) in various types of U.S. government and agency securities, mortgage backed securities, 
and other investments that were exposed to custodial credit risk as uninsured, unregistered, and held by the 
counterparties or by their trust departments or agents, but not in the discretely presented component units’ 
name. 
Foreign Currency Risk – SIFC (a major discretely presented component unit) limits its exposure to foreign 
currency risk by limiting the total amount invested to 5% of the portfolio. As of June 30, 2018, the SIFC had 
the following investments denominated in foreign currency (in thousands): 

 

Maturity (in years)
Within one After one to After five to After ten

Investment type year five years ten years years Total

Reconciliation to the government-wide
statement of net position:

Unrestricted investments $ 1,506,593  
Restricted investments 1,278,360  

Total $ 2,784,953  

Description Currency Fair value

Common and preferredstocks and equities Australian dollar $ 1,111  
Swiss Franc 2,745  
Danish Krone 1,565  
Euro 10,635  
British Pound 4,331  
Hong Kong Dollar 1,138  
Indonesian Rupiah 531  
Japanese Yen 7,332  
Norwegian Krone 484  
Swedish Krona 1,499  
Singapore Dollar 319  
South African Rand 577  

Total $ 32,267  
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Custodial Credit Loss on Deposits held at GDB and EDB 
Certain negotiable certificates of deposits presented in the investment tables above were deposits at GDB. 
As GDB served as the depository agent of these deposits, such certificates of deposits at GDB, were subject 
to custodial credit risk. Management determined that a custodial credit loss existed at June 30, 2018 for the 
deposits held at GDB. Based on an evaluation of the availability and recoverability of such deposits, a 
custodial credit loss on these deposits has been recorded on the corresponding discretely presented 
component units’ basic financial statements as follows (in thousands): 

 
The aforementioned custodial credit loss was related to those discretely presented component units which 
issued their 2018 stand-alone basic financial statements considering the impact of the custodial credit loss. 
The realizable balance of the deposits held with the GDB as of June 30, 2018 was determined based on the 
corresponding actual collections received from the GDB on such deposits after the June 30, 2018 year end. 
There were no certificates of deposits in EDB as of June 30, 2018. 
As discussed in Note 2(c), on November 29, 2018, GDB completed a restructuring of certain of its 
indebtedness pursuant to a Qualifying Modification under Title VI of PROMESA. Under the Qualifying 
Modification and the GDB Restructuring Act, the balance of liabilities owed between the Commonwealth and 
each Non-Municipal Government Entity and GDB were determined by applying the outstanding balance of 
any deposits held at GDB in a Non-Municipal Government Entity’s name against the outstanding balance of 
any loan of such Non-Municipal Government Entity owed to GDB or of any bond or note of such Non-
Municipal Government Entity held by GDB as of such date. As a result of this foregoing adjustment, all of the 
Commonwealth’s deposits at GDB were extinguished as a result of the Qualifying Modification. 
EDB is in the process of developing a strategy directed to restructure its obligations and operations. 
Subsequent Downgrades in Credit Ratings of Commonwealth’s Bonds 
As explained in Note 23, beginning in fiscal year 2015, several bonds of the Commonwealth and its 
instrumentalities were downgraded on multiple occasions and by notches by the principal credit rating 
agencies in the United States. However, most of the existing investments in the tables above were not 
affected. Generally, the investment policies of the Commonwealth require its agencies and instrumentalities 
to hold only investment grade ratings debt securities in their investment portfolio. With over 85% and 81% of 
the investments at the Primary Government and discretely presented component unit level, respectively, with 
credit ratings no lower than “A” or without risks at June 30, 2018, overall average credit ratings on the entire 
investment portfolio have remained within the Commonwealth’s required investment policies, even after the 
downgrades. The remaining percentage of investments is either rated throughout the B spectrum or not rated, 
except for a SIFC (major discretely presented component unit) investment in GDB bonds of approximately 
$56.5 million and four nonmajor discretely presented component units’ investments in GDB, Primary 

Certificates of Deposits Held in Governmental
Banks at June 30, 2018

Carrying value
before

custodial Custodial Net
credit loss credit loss carrying value

Major component units:
UPR $ 93,477  (93,477) —  

Nonmajor component units 185,671  (137,652) 48,019  

Total component units $ 279,148  (231,129) 48,019  
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Government Bonds, and Commonwealth’s Municipalities Bonds of approximately $457 million, all of which 
are rated D as of June 30, 2018. 

 Securities Lending and Repurchase Agreement Transactions 
During the fiscal year ending June 30, 2018, GDB, and SIFC (all discretely presented component units) 
entered into transactions involving securities lending and the sale of securities with agreements to 
repurchase. These transactions are explained below: 
Discretely Presented Component Units 

GDB – The Bank enters into sales of securities under agreements to repurchase. These agreements 
generally represent short-term borrowings and are reflected as a liability. The securities underlying these 
agreements are usually held by the broker or his/her agent with whom the agreement is transacted. All sales 
of investments under agreements to repurchase are based on 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. As of and during the year ended 
June 30, 2018, there were no securities sold under agreement to repurchase. 
SIFC – The Commonwealth statutes and the SIFC’s board of directors’ policies permit the SIFC to use its 
investments to enter into securities lending transactions, whereby securities are transferred to an 
independent broker or dealer in exchange for collateral in the form of cash, securities, and/or irrevocable 
bank letter of credit. 
The SIFC’s securities custodian, JP Morgan Chase Bank, N.A., as agent of the SIFC, manages the securities 
lending program and receives cash collateral, securities, or irrevocable bank letters of credit as collateral. 
The collateral securities cannot be pledged or sold by the SIFC unless the borrower defaults. The collateral 
requirement is equal to 102% for securities issued in the United States of America and 105% for securities 
issued outside of the United States of America, of the fair value of the securities lent. Collateral must be 
supplemented by the next business day if its fair value falls to less than 100% of the fair value of the securities 
lent. All security loans can be terminated on demand by either the SIFC or the borrower. In lending securities, 
the term to maturity of the securities loans is matched with the term to maturity of the investment of the cash 
collateral. Such matching existed at year end. 
At year end, the SIFC has no credit risk exposure to borrowers because the amounts the SIFC owes the 
borrowers exceed the amounts the borrowers owe SIFC. Contracts with the lending agents require them to 
indemnify the SIFC if the borrowers fail to return the securities (and if the collateral is inadequate to replace 
the securities lent) or fail to pay the SIFC for income distributions by the securities’ issuers while the securities 
are on loan. 
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Securities lent as of June 30, 2018 had a fair value of approximately $11.2 million and were secured with 
collateral received with a fair value of approximately $11.1 million. Securities lent for which cash was received 
as collateral as of June 30, 2018 consist of the following (in thousands): 

 
Cash collateral received as of June 30, 2018 amounted to approximately $11.2 million and was invested as 
follows (in thousands): 

 
In addition, the SIFC had the following lending obligations as of June 30, 2018 for which securities were 
received as collateral (in thousands): 

 
 Receivables and Payables 

Governmental and Proprietary Funds 
Receivables in the governmental funds include approximately $1.9 billion of accrued income, excise, and 
sales and use taxes. Intergovernmental receivables include approximately $643.2 million from the federal 
government. In addition, the proprietary funds include $66.1 million of unemployment, disability, and drivers’ 
insurance premium receivables; approximately $19 million receivable from private citizens, member 
institutions, and municipalities for patient services provided by the PRMeSA; and approximately 
$563.9 million receivable from the U.S. Department of Health (USDOH), municipalities and private citizens 
and pharmacies for the related health insurance coverage services provided by PRHIA’s operations. 

Fair value of
underlying

Investment type securities

Foreign government and corporate bonds $ 595  
Equity securities 4,054  
Corporate bonds and notes 6,308  

Total $ 10,957  

Fair value of
underlying

Investment type securities

Certificate of deposits with other banks $ 528  
Resell agreements 10,696  

Total $ 11,224  

Fair value
Investment

Securities collateral
Description lent received

Foreign government and corporate bonds $ 93  95  
U.S. Treasury bonds and notes 279  284  
Corporate bonds and notes 796  816  
Equity securities 10,774  11,023  

$ 11,942  12,218  
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Payables in the governmental funds include approximately $1.7 billion of trade accounts due to suppliers for 
purchase of merchandise and services rendered,and approximately 338.1 million of salary related benefits 
owed to eligible police agents for annual salary increases, awards, and other monetary benefits granted to 
them through several laws dating back to 1954, and approximately $597.1 million of tax refunds payable. 
In accordance with GASB Technical Bulletin No. 2004 1, Tobacco Settlement Recognition and Financial 
Reporting Entity Issue, as amended (the TB), a receivable of $36.9 million was recorded as other receivable 
in the government-wide financial statements and in the nonmajor governmental funds for estimated 
shipments from January 1 to June 30, 2018, which will be applied to debt service upon collection. 
Additionally, the TB indicated that the trust designated as the Tobacco Settlement Authority (the Children’s 
Trust in the case of the Commonwealth) should recognize a liability for the bonds payable and an expense 
(and liability if unpaid) in the same period in its stand-alone basic financial statements. The expense (and 
liability if unpaid) recognizes the contractual obligation to remit the proceeds of the bonds sold to the settling 
government (the Commonwealth). Since the Children’s Trust is reported as a blended component unit, the 
TB indicates these remittances should be reported as transfers into the fund receiving the proceeds and 
transfers out of the fund that accounts for the activities of the Tobacco Settlement Authority. Since the 
Children’s Trust has no contractual obligation, under its enabling legislation or elsewhere, to remit all bond 
proceeds or assets related to the Tobacco Settlement Authority to the settling government 
(the Commonwealth), the Children’s Trust has not recognized an expense and liability for unpaid proceeds 
from the bonds since it records the expense as amounts are disbursed as grants to its settling government 
(including its instrumentalities) or third parties. 
Prior to the enactment of Act 106-2017 on August 23, 2017, loans receivable from plan members were 
guaranteed by the contributions of plan members and by other sources, including mortgage deeds and any 
unrestricted amount remaining in the escrow funds. In addition, collections on loans receivable were received 
through payroll withholdings. The originations of mortgage loans were frozen in December 2013 and those 
related to personal and cultural loans were frozen in November 2016. The latest maximum amount of loans 
to plan members for mortgage loans was $100,000 for ERS and JRS and $125,000 for TRS, and $5,000 for 
personal and cultural trip loans for the three systems. During the year ended June 30, 2014 and 2013, ERS 
personal loans with principal balances amounting to approximately $100 million and $88 million, respectively, 
were sold to two financial institutions. As per the servicing agreement, ERS will be in charge of the servicing, 
administration and collection of loans and outstanding principal balances at the end of the closing date for a 
servicing fee of 2%. After August 23, 2017, pension benefits will be paid by each participating employers as 
the benefits become due (as discuss in Note 18).  
The allowance for adjustments and losses in realization is considered a general allowance for all categories 
of loans and interest receivable, except mortgage loans, that is a specific allowance for the special collection 
project loans balances. 
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As of June 30, 2018, the composition of loans and interest receivable from plan members is summarized as 
follows (in thousands): 

 
Discretely Presented Component Units – GDB 
At June 30, 2018, loans from GDB to public corporations and agencies of the Commonwealth (excluding 
municipalities) amounting to approximately $6 billion were repayable from the following sources (in 
thousands): 

 
For the fiscal year ended June 30, 2018, there were no disbursements or collections of principal of public-
sector loans with future bond issuances as the source of repayment. Public-sector loans payable by the 
Commonwealth’s General Fund and/or appropriations had collections of principal amounting to 
approximately $30.1 million but had no disbursements during the year ended June 30, 2018. During the fiscal 
year ended June 30, 2018, GDB offset approximately $283.5 million of deposits from COFIM, against 
principal owed by MFC to GDB for public sector loans with operating revenue and other as a source of 
repayment. 
At June 30, 2018, approximately $3.4 billion of the public-sector loans were payable from legislative 
appropriations or future tax revenue of the Commonwealth. Accordingly, the payment of these loans may be 
affected by budgetary constraints and the overall fiscal situation impacting Puerto Rico.The budget certified 
by the Oversight Board for fiscal years 2019 and 2020 did not include appropriations for the payment of debt 
service by the Commonwealth and its public corporations. The future repayments of borrowers under Title III 
proceedings may be subject to an approved plan of adjustment for such debtor.  
As of June 30, 2018, PRHTA had an authorized maximum of approximately $2 billion in financing with GDB, 
with an outstanding balance of approximately $1.7 billion in principal. Historically, these facilities were repaid 
from proceeds of bond issuances. All of these facilities have been extended repeatedly and have not been 

Loans receivable from plan members:
Personal $ 331,886  
Mortgage 307,732  
Cultural trips 30,221  

Total loans to plan members 669,839  

Accrued interest receivable 24,864  

Total loans and interest receivable from plan members 694,703  

Less allowance for adjustments and losses in realization (23,279) 

Total loans and interest receivable from plan members – net $ 671,424  

Amount

Repayment source:
Proceeds from future bond issuances $ 1,504,300  
General fund and/or legislative appropriations 3,373,526  
Operating revenues 1,123,402  
Other 44,160  

Total $ 6,045,388  
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paid as scheduled. On December 1, 2015, the Commonwealth announced its intention to retain certain taxes 
and revenues that were conditionally allocated to certain public corporations and agencies, including PRHTA. 
PRHTA is currently in a debt restructuring proceeding under Title III of PROMESA and does not currently 
have sufficient funds available to fully repay its various obligations, including those owed to GDB, as they 
come due or that are currently in default. 
As of June 30, 2018, the majority of loans to public corporations and agencies totaling 
approximately $6 billion were classified as nonaccrual. Interest income that would have been recorded under 
the original term of these loans amounted to approximately $376 million in fiscal year 2018. 
GDB considers the public-sector loan portfolio to be impaired based on current information and events, 
including the significant delays in the receipt of the scheduled debt service payment mentioned above. In 
Management’s opinion, it is highly probable that GDB will be unable to collect all amounts due according to 
the loan’s original contractual terms, particularly in light of the Title III cases of certain borrowers. GDB’s 
evaluation of impaired loans consisted of identifying which public-sector loans have reliable or unreliable 
sources of repayment, respectively. Loans with reliable sources of repayment that were performing were 
evaluated collectively. Loans with unreliable sources of repayment were evaluated for impairment 
individually. Impaired loans are measured individually based on the present value of expected future cash 
flows discounted at the loan’s effective interest rate, or if the loan is collateral dependent, the fair value of the 
collateral. 
During fiscal year 2018, GDB recognized a provision for loan losses of approximately $5.5 million in its public 
corporations and agencies loan portfolio. As of June 30, 2018, the public-sector loan portfolio had an 
allowance for loan losses in the amount of approximately $5.8 billion. Prior to fiscal year 2014, no charge-off 
has been recorded by GDB in its public-sector loan portfolio. 
Loans to municipalities amounted to approximately $1.9 billion at June 30, 2018. For the year ended 
June 30, 2018, there were no municipal sector loan disbursements and collections amounted to 
approximately $112.3 million. These loans include approximately $1.2 billion at June 30, 2018, which are 
collateralized by a pledge of a portion of property tax assessments of each municipality. Loans pledged with 
property tax assessments include bonds and notes issued by Puerto Rico municipalities which are originated 
by GDB as bridge financing. Approximately $460 million in loans to municipalities at June 30, 2018, are 
collateralized by a pledge of a portion of municipal sales tax deposited in specially designated accounts with 
GDB. The funds available in such accounts increase the borrowing capacity of the corresponding 
municipality. Approximately $225 million in loans to municipalities at June 30, 2018, were provided mainly as 
interim loans to finance capital expenditures that are payable from revenues to be generated from a specific 
revenue generating project associated with the loan or to cover operating losses. Once operating loans are 
approved and if the municipality is not servicing the debt with its own funds, GDB informs the CRIM in order 
to withhold property taxes revenues and remit them directly to GDB before they are distributed to the 
municipalities. Approximately $36.5 million in municipality loans were identified as delinquent as of June 30, 
2018. No interest was collected on these loans during the year ended June 30, 2018. 
During fiscal year 2018, GDB recognized a release in the provision for loan losses of 
approximately $28.5 million in its municipal loans portfolio to end up with an allowance for loan losses of 
approximately $48.9 million at June 30, 2018. 
Loans to the private sector include the outstanding principal balance of credit facilities granted by GDB and 
its different subsidiaries to private enterprises in Puerto Rico, the activities of which are deemed to further 
the economic and tourism development of Puerto Rico. Loans to the private sector also include the 
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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. These credit facilities, net of allowance for loan losses, amounted to 
approximately $185 million at June 30, 2018, of which approximately $175 million are mortgage loans for low 
and moderate-income housing units, approximately $10 million are for tourism projects and 
approximately $127 thousand are manufacturing loans. Private sector loans classified as nonaccrual 
amounted to approximately $133.6 million at June 30, 2018 and had a corresponding allowance for loan 
losses of approximately $110.9 million as of June 30, 2018. Interest income that would have been recorded 
if these loans had been performing in accordance with their original terms was approximately $11.9 million 
in 2018. 
Tax Abatements 
The Commonwealth follows the provisions of GASB Statement No. 77, Tax Abatement Disclosures. This 
Statement defines a tax abatement and requires governments that enter into tax abatement agreements to 
disclose certain information about the agreements. The Commonwealth enters into tax abatement 
agreements with local businesses for the purpose of attracting or retaining businesses within the 
Commonwealth. Each agreement was negotiated under a local law, which allows the Commonwealth to 
abate property or income taxes for a variety of economic development purposes. The abatements may be 
granted to local businesses located within the Commonwealth or promising to relocate within the 
Commonwealth. Depending on the terms of the agreement and law, abated taxes may be subject to 
recapture upon default of the entity. The Commonwealth is not subject to any tax abatement agreements 
entered into by other governmental entities. There were no amounts received or receivable from other 
governments; there were no government made commitments other than to reduce taxes; there were no 
abatements disclosed separately, and no information was omitted if required by GASB Statement No. 77. 
The following table represents the abated revenues for the year ended June 30, 2018: 

 

Name of program 
Stipends received by certain 

physicians during their 
internship 

Credit for construction 
investment in urban centers 

Credit for investment in tourism 
development Purchase: Tourism Development Act 135 - 1997, Tax Incentives 

Law of 1998

Purpose of program 
Tax exemption of stipends to 

resident physicians to keep them in 
the public service.

Tax abatement to promote and 
incentivize the revitalization of 

Urban Centers through 
construction of living spaces. 
Promote increase in property 

values and create jobs.

The amount of credit for tourism 
investment. Every investor may 

claim a credit for tourism 
investment equal to 50% of its 

eligible investment.

Act 78 provides 90% exemption on 
income from eligible tourism 

activities, including benefits and 
dividends distributed from the 

exempt business to its 
shareholders or partners, as well 

as distributions in liquidation. 

To provide the best economic and 
social interests of Puerto Rico 

through fixed income rates of the  
manufacturing industry.

Abated tax Individual Tax Individual Tax Individual Tax Corporate Tax Corporate Tax

Authorizing statute/ordinance PR Internal Revenue Code Section 
1031.02 (a) 9

PR Internal Revenue Code Section 
1051.08(b) (5) & Act 212 of 2002

Art. 5(f) Act 78-1993Art. 14 Act 
225-1995  Schedule B Part II Line 

12 & Act 78 of 1993
Art. 5 Act 78 -1993 Act 135-1997

Eligibility requirement Resident doctor training at a 
governmental hospital facility 

Project certified by the Director of 
Urbanism of the Department of 

Transportation  

The business must establish a 
qualified project certified by the 

PRTC.

Every investor  (including  a  
participant)  will  be  entitled  to  a  

credit  for tourism investment in 
securities of a fund.

Fixed Income rate decree signed 
with the favorable recommendation 

of the Secretary of Treasury and 
the Executive Director

Type of commitment made by 
the recipient of the abated tax

Complete internship in a public 
hospital.

Provide  construction services directly 
related  to the revitalization of urban 

centers.

Invest in the development of the local 
tourism industry.

Invest in the development of the local 
tourism industry.

Invest in the development of the local 
manufacturing industry.

How tax is reduced Income Tax Credit Income tax Credit Income tax Credit 

 Credit  for tourism investment 
equal to 50% of their eligible 

investment or their investment in 
securities of a fund, to be taken in 
2 terms: The first half of said credit 
in the year in which the exemption 

is obtained and the balance of 
said credit, in the following year.

Reduction of Tax 

Determination of abated tax Abated tax amount  determined by 
law 

Abated tax percentage determined 
by law 

Abated tax percentage determined 
by law 

Abated tax percentage determined 
by law 

Abated tax rate established by 
decree 

Recapture agreement none none none none none
Gross dollar amount of 

reduced tax  $                                  2,351,000  $                                  8,100,000  $                                  7,700,000  $                                  3,000,000  $                         13,800,000,000 
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 Conditionally Allocated Receivables and Future Revenue 

(a) COFINA Revenues 
Prior to the enactment of Act No. 241-2018 and confirmation of the COFINA Plan of Adjustment in 
February 2019, Act No. 91-2006 established the Dedicated Sales Tax Fund, a special revenue fund held 
by COFINA. Act No. 91-2006 required that the greater of the following amounts be deposited in the 
Dedicated Sales Tax Fund each fiscal year for the payment of COFINA bonds: (i) a minimum fixed 
amount, referred to as the Pledged Sales Tax Base Amount and (ii) the revenue generated by up to 
2.75% of the Commonwealth’s sales and use tax. On October 9, 2013, an amendment to Act No. 91-
2006 was signed into law which increased from 2.75% to 3.50% the portion of the Pledged Sales Tax 
Base Amount deposited in the Dedicated Sales Tax Fund. 
On February 5, 2019, the Title III Court confirmed the COFINA Plan of Adjustment (as discussed in 
Note 17), which became effective on February 12, 2019. The COFINA Plan of Adjustment together with 
Act 241-2018 adjusted COFINA’s debts, which resulted in COFINA issuing new bonds (the New COFINA 
Bonds). The COFINA Plan of Adjustment also incorporated a settlement agreement between the 
Commonwealth and COFINA that, among other things, allocated 53.65% of the original Pledged Sales 
Tax Base Amount (as defined in the COFINA Plan of Adjustment) to COFINA (the COFINA Revenues) 
and 46.35% to the Commonwealth, thereby reducing the portion allocated to a segregated fund or funds 
owned by COFINA into which the COFINA Revenues are deposited (the COFINA Revenues Fund). The 
New COFINA Bonds issued under the COFINA Plan of Adjustment are secured by a statutory lien on 
the COFINA Revenues. In addition, the consummation of the COFINA Plan of Adjustment quieted 
COFINA’s title to the COFINA Revenues, definitely resolving as a legal matter all questions of title to 
those revenues and COFINA’s sole and exclusive ownership of them. 

Name of program 
Act 225 - 1995, Law on 

Agricultural Contributive 
Incentives of PR 

Act 22 - 2012 Transfers of 
Investors to Puerto Rico 

Credit for purchases of products 
manufactured in Puerto Rico 

Credit for investment in film 
industry development (Act 27-

2011).
Act 20 - 2012, Export Services

Purpose of program 

The Act establishes the 
requirements to qualify the "bona 

fide"farmers and exempt them from 
the payment of all kinds of taxes 
on personal and  real  property,  

municipal license tax, taxes, 
income taxes, excise taxes and all 

municipal and/or state taxes or 
fees.

To attract new residents to Puerto 
Rico by providing a total exemption 
from Puerto Rico income taxes on 

all passive income realized or 
accrued after such individuals 
become bona fide residents of 

Puerto Rico. 

Incentivize  the manufacturing 
industry and local suppliers 

To encourage the use of the state 
as a site for filming, for the digital 

production of films, and to develop 
and sustain the workforce and 

infrastructure for film, digital media, 
and entertainment production.

Act to promote the exportation of 
services, provides attractive tax 
incentives for companies that 

establish and expand their export 
services businesses in the island. 

In addition, the law promotes 
investments on research and 

development and initiatives from 
the academic and private sectors 

by granting credits and exemptions 
for these activities.

Abated tax  CorporateTax CorporateTax CorporateTax Individual Tax Individual Tax
Authorizing statute/ordinance  Act 225 - 1995 Act 22 -2012 Section 5(a)(1), Act 73 - 2008 Section 7.3 Act 27-2011 Act 20-2012 

Eligibility requirement 
Certification of Agricultural 
Bonafide Operation by the 
Department of Agriculture

Relocation to Puerto Rico and a 
full-time resident as defined by law.

Exempt business that has a 
decree granted under this Act or 

under the previous incentive laws, 
must buy products manufactured in 
Puerto Rico, including components 

and accessories.

Investment certified by the Auditor 
as disbursed in relation to 

Production Expenses of Puerto 
Rico, not including payments made 

to Non-Resident Talent

Relocate operations to Puerto Rico 

Type of commitment made by 
the recipient of the abated tax

50% or more of its income must 
derive from the agriculture industry.

Transfer operations to Puerto Rico. Purchase raw materials from local 
businesses.

Invest in the development of the 
local film industry.

Maintain operations and export 
services operating from Puerto 

Rico 

How tax is reduced  Reduction of Tax Reduction of Tax 

 Twenty-five percent (25%) of the 
purchases of such products, during 

the taxable year in which the 
referred credit is taken, up to a 

maximum of fifty percent (50%) of 
the aforementioned contribution.

Reduction of Tax Reduction of tax rate 

Determination of abated tax  Abated tax percentage determined 
by law 

Abated tax percentage determined 
by law 

Abated tax rate established by 
decree 

Abated tax percentage determined 
by law 

Abated tax determined by law and 
decree approval 

Recapture agreement  none none none none none 
Gross dollar amount of 

reduced tax   $                                10,800,000  $                              311,000,000  $                                30,000,000  $                                41,000,000  $                              226,000,000 
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The Pledged Sales Tax Base Amount in the fiscal year ended June 30, 2018 amounted to approximately 
$753 million. For fiscal year 2018, debt service paid by COFINA amounted to approximately to 
$708.5 million. 

(b) PRIFA Allocated Revenue 
The following revenue (collectively, the PRIFA Allocated Revenue) has been conditionally allocated by 
the Commonwealth to PRIFA, subject to the provisions of Article VI, Section 8, of the Commonwealth’s 
Constitution. As further discussed in Note 2, the PRIFA Allocated Revenues are currently being retained 
by the Commonwealth. 
(i) Federal Excise Taxes 

Rum manufactured in Puerto Rico is subject to federal excise taxes once exported to the United 
States; however, such excise taxes are returned by the Internal Revenue Service (IRS) to the 
Commonwealth. Act No. 44-1988, as amended (the PRIFA Act), conditionally allocates the first 
$117 million of these federal excise taxes received by the Commonwealth be transferred to PRIFA, 
a blended component unit of the Commonwealth, each fiscal year. Historically, a portion of this first 
$117 million of federal excise taxes was used for the repayment of PRIFA’s Special Tax Revenue 
Bonds. Receipt of the federal excise taxes is subject to a number of factors, including the continued 
imposition and remittance of such taxes to the Commonwealth and conditions affecting the Puerto 
Rico rum industry. The amount of federal excise taxes to be received by the Commonwealth is 
currently expected to decrease, although the exact amount cannot be determined. If the federal 
excise taxes received by the Commonwealth in any fiscal year are less than $117 million, the PRIFA 
Act requires that PRIFA request, and the Director of the Commonwealth OMB include in the budget 
of the Commonwealth for the corresponding fiscal year, an appropriation sufficient to cover such 
deficiency. The Legislature, however, is not required to make such appropriation. For the year ended 
June 30, 2018, the $117 million conditionally allocated by Act No. 44-1988 was not appropriated to 
PRIFA. 

(ii) Petroleum Products Tax 
The PRIFA Act and the Puerto Rico Internal Revenue Code of 2011, as amended (the Puerto Rico 
Code) imposes a petroleum products tax on non-diesel products ($6.25 per barrel initially) and 
allocates the revenue therefrom to PRIFA to be used for payment of certain of its bonds and notes, 
in particular, the Dedicated Tax Fund Revenue Bond Anticipation Notes (the PRIFA BANs) issued 
on March 16, 2015 to redeem certain PRHTA BANs. For fiscal year 2018, no payments were made. 

(c) PRHTA Allocated Revenue 
The following revenues (collectively, the PRHTA Allocated Revenues) have been conditionally allocated 
by the Commonwealth to PRHTA, subject to the provisions of Article VI, Section 8 of the 
Commonwealth’s Constitution. As further discussed in Note 2, prior to May 3, 2017, the PRHTA Allocated 
Revenues were retained by the Commonwealth pursuant to Article VI, Section 8 of the Commonwealth’s 
Constitution. Subsequent to the filing of the Commonwealth’s Title III case on May 3, 2017, the PRHTA 
Allocated Revenues have been retained by the Commonwealth for numerous reasons, including 
application of the automatic stay under Title III of PROMESA. 
(i) Gasoline and Gas Oil Taxes 

The Puerto Rico Code currently imposes a $0.16 per gallon tax on gasoline and a $0.04 per gallon 
tax on gas oil and diesel oil. By law, the Commonwealth has conditionally allocated the entire $0.16 
tax on gasoline and $0.04 tax on gas oil and diesel oil to PRHTA as a source of revenue. 
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(ii) License Fees 
Under Act No. 22-2000, as amended, known as the “Vehicle and Traffic Law,” the Commonwealth 
imposes annual license fees on various classes of motor vehicles. Fifteen dollars ($15) of each such 
annual license fee was conditionally allocated to PRHTA to be used as a source of revenue. Act 
No. 30-2013 conditionally assigned the remaining twenty-five dollars ($25) of each such annual 
license fee to PRHTA. 

(iii) Petroleum Products Tax 
The Puerto Rico Code also allocates to PRHTA $9.50 per barrel or fraction thereof of petroleum 
products excise tax (which include crude oil, unfinished oil, and derivative products). The tax is 
imposed on any petroleum product introduced, consumed, sold, or transferred in the Commonwealth. 

(iv) Cigarette Tax 
A portion of the proceeds of the cigarette tax imposed by Section 3020.05 of the Puerto Rico Code 
(approximately $20 million) has been conditionally allocated to PRHTA. 

(d) PRCCDA Allocated Revenue 
Article 24 of Act No. 272-2003, as amended, imposes a hotel occupancy tax on all hotels and motel 
accommodations on the island (the Hotel Occupancy Tax). A portion of the proceeds of the Hotel 
Occupancy Tax (the PRCCDA Allocated Revenue) has been conditionally allocated to PRCCDA for the 
payment of PRCCDA’s bonds, subject to the provisions of Article VI, Section 8 of the Commonwealth’s 
Constitution. As further discussed in Note 2, the PRCCDA Allocated Revenues are currently being 
retained by the Commonwealth. 

(e) PRMBA Allocated Revenue 
A portion of the proceeds of the cigarette tax imposed by Section 3020.05 of the Puerto Rico Code 
(the PRMBA Allocated Revenue) has been conditionally allocated to PRMBA for the payment of certain 
PRMBA debt obligations, subject to the provisions of Article VI, Section 8, of the Commonwealth’s 
Constitution. As further discussed in Note 2, the PRMBA Allocated Revenues are currently being retained 
by the Commonwealth. 

(f) The Children’s Trust Revenue 
The Children’s Trust is a public trust ascribed to GDB, created pursuant to Act No. 173-1999. Through 
Act No. 173-1999, the Commonwealth conditionally allocated and transferred to the Children’s Trust all 
of its rights, title, and interest in a settlement agreement entered into by and among the Commonwealth, 
46 states and several cigarette manufacturers (the Tobacco Settlement Agreement), including the 
Commonwealth’s right to receive certain annual payments from such cigarette manufacturers 
(the TSRs). The TSRs, otherwise deliverable to the General Fund, were conditionally allocated to the 
Children’s Trust in consideration of the issuance of bonds by the Children’s Trust and the application of 
the proceeds thereof to fund certain social programs. 

(g) Executive Order OE–2015-046 (Clawback) 
On December 1, 2015, Executive Order No. 46 was signed, which ordered the Secretary of the DOT to 
retain certain revenues in light of revised revenue estimates for fiscal year 2018 and the Commonwealth’s 
deteriorating liquidity situation. Pursuant to Executive Order No. 46, certain available resources of the 
Commonwealth conditionally allocated to PRIFA, PRHTA, PRMBA and PRCCDA to pay debt service on 
their obligations and to provide operational support continue to be retained by the Commonwealth 
(commonly referred to as the “clawback”), pursuant to Article VI, Section 8 of the Constitution of the 

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 137 of 471



COMMONWEALTH OF PUERTO RICO 
Notes to Basic Financial Statements 

June 30, 2018 

 132 

Commonwealth and the statutory provisions pursuant to which such revenues were assigned to the 
applicable public corporations. 

 Interfund and Intraentity Activity 
Interfund receivables and payables at June 30, 2018 are summarized as follows (in thousands): 

 

Transfers from (to) other funds for the year ended June 30, 2018 are summarized as follows (in thousands): 

 
The principal purposes of the interfund transfers are to (in thousands): 
(a) Transfer of $560,343 from the General Fund to PRHIA to provide funds to cover operational 

expenditures. 
(b) Recognize as transfers the rental payments made by the Commonwealth’s agencies on properties 

leased by the PBA, a blended component unit ($117,435); ($77,330) related to the revenues received 
from the Tobacco Settlement Agreement managed by The Children’s Trust, a blended component unit; 
($727) to PRIFA, a blended component unit, for the payment of debt and capital projects; ($23,000) to 
UPRCCC, ($89,790) to FAFAA, ($103) to SCPT and ($248) to PA, blended component units, to provide 
funds to cover operational expenditures; ($1,462) to the Capital Projects Fund to cover capital related 
expenditures and ($69,278) to TRS and ($8,212) JRS, blended component units, to write-off interfund 
loans not expected to be repaid to the General Fund. 

Receivable Fund Payable Fund
Nonmajor governmental COFINA Debt Service $ 151,615   
ERS COFINA Debt Service 149,706   
PRMeSA General 59,006   
General Nonmajor governmental 45,549   
Nonmajor governmental General 16,346   
Nonmajor proprietary General 15,149   
PRHIA General 8,645   
General Unemployment insurance 6,139   
General PRMeSA 5,700   
Nonmajor proprietary Nonmajor governmental 4,022   

$ 461,877   

Transferee fund Transferor fund

PRHIA (a) General $ 560,343  
Nonmajor governmental (b) General 387,585  
ERS (c) General 377,370  
General (d) Nonmajor governmental 200,000  
General (e) ERS 190,480  
General (f) Nonmajor proprietary 155,822  
PRMeSA (g) General 84,182  
General (h) Unemployment Insurance 42,602  
ERS (i) COFINA Debt Service 10,298  
Nonmajor governmental (j) COFINA Debt Service 10,053  
Nonmajor governmental (k) ERS 1,797  
Nonmajor proprietary (l) General 830  
COFINA Debt Service (m) COFINA Special Revenue 168  

$ 2,021,530  
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(c) Transfer of $145,010 from the General Fund to ERS, a blended component unit, to repay employer 
contributions owed to the pension plan and of $232,360 to write-off interfund loans not expected to be 
repaid by ERS to the General Fund. 

(d) Transfer of $200,000 from TRS, a blended component unit, to the General Fund to provide resources for 
the payment of pension benefits. 

(e) Transfer of $190,480 from ERS, a blended component unit, to the General Fund to provide resources for 
the payment of pension benefits. 

(f) Transfer from the Lotteries, a nonmajor proprietary fund, to the General Fund to distribute the increase 
in net assets of the Lotteries for the use of the General Fund, as required by the Lotteries enabling 
legislation ($140,224); related to the distribution of surplus cash to the General Fund from Disability 
Insurance Fund ($7,917) and to reimburse the General Fund for expenses assistance provided on 
emergency calls services from 9-1-1 Services ($7,681). 

(g) Transfer of $84,182 from the General Fund to PRMeSA, a major proprietary fund, to make funds available 
for debt service payments, capital projects and operational expenditures. 

(h) Transfer of $42,602 from the Unemployment Insurance Fund related to the distribution of surplus cash 
corresponding to the General Fund for the payment of administrative expenses. 

(i) Recognize as transfers of $10,298, the interest income earned by ERS, a blended component unit, on 
its investment on bonds issued by COFINA, another blended component unit, where an interest expense 
is incurred by the same amount. 

(j) Recognize as transfers of $10,053, the interest income earned by PRIFA, a blended component unit, on 
its investment on bonds issued by COFINA, another blended component unit, where an interest expense 
is incurred by the same amount. 

(k) Transfer of $1,797 recognized by JRS, a blended component unit, to write-off interfund loans not 
expected to be repaid to ERS. 

(l) Transfer from the General Fund to the PWPCR Fund, nonmajor proprietary fund, to provide local 
matching funds ($830). 

(m) Transfer of $168 from the COFINA Special Revenue Fund to the COFINA Debt Service Fund to be 
transferred to the General Fund to make funds available for debt service payments. 

Interfund receivables and payables represent the pending settlements of the aforementioned transfers or 
transactions from current and prior years. 
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Amounts due to the Primary Government from discretely presented component units were as follows (in 
thousands): 

 

The amount owed by PRASA of approximately $580.3 million represents construction loans granted by the 
PWPCRF and the PRSDWTRLF, nonmajor proprietary funds, to finance the construction of capital assets 
for PRASA. PRASA has not made the required payments under the debt agreement related to this debt (see 
Note 2). 
Amounts due to discretely presented component units from the Primary Government were as follows (in 
thousands): 

 

Receivable entity
Total due

ERS from
special Nonmajor Nonmajor component

Payable entity General fund revenue fund PRMeSA governmental proprietary units

Major component units:
PRASA $ 77,794  8,507  —  —  580,275  666,576  
PREPA 317,312  —  —  —  —  317,312  
GDB 9,210  —  —  1,293  —  10,503  
PRHTA 2,778  —  —  —  —  2,778  
SIFC 50,082  28,735  —  —  —  78,817  

Nonmajor component units 142,564  120,655  1,121  29,018  —  293,358  

Subtotal due from
component units 599,740  157,897  1,121  30,311  580,275  1,369,344  

Allowance for uncollectible balances (74,516)  (157,897)  —  (29,018) (123,597) (385,028)  

$ 525,224  —  1,121  1,293  456,678  984,316  

Payable entity
Nonmajor Total due to Allowance for Total due to

governmental component uncollectible component
Receivable entity General fund funds PRMeSA units balances units (net)

Major component units:
PREPA $ 17,071  —  32,847  49,918  (27,282) 22,636  
PRASA 22,584  —  3,706  26,290  (19,904) 6,386  
UPR 23,089  8,125  46,171  77,385  (71,759) 5,626  
PRHTA 11,553  —  —  11,553  (1,553) 10,000  

Nonmajor component units 52,769  —  —  52,769  (21,991) 30,778  

Total due to component units $ 127,066  8,125  82,724  217,915  (142,489) 75,426  
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Amounts due from (to) discretely presented component units were as follows (in thousands): 

 
The amount due from discretely presented component units presented by GDB of approximately $2.9 billion 
(before allowance for uncollectible accounts) represents loan balances owed to GDB by other 
Commonwealth’s discretely presented component units. The rest of the loans receivable reported by the 
GDB consists of the following (in thousands): 

 
The loans to the Primary Government are presented by the Commonwealth within notes payable in the 
statement of net position. 
Expenses of the Primary Government include capital and operational contributions made by the Primary 
Government to the discretely presented component units during the year ended June 30, 2018 were as 
follows (in thousands): 

 

Receivable entity
Major component units

Nonmajor Total due to
component component

Payable entity GDB PRHTA PREPA PRASA UPR units units

Major component units:
PRHTA $ 1,933,698  —  38,179  —  —  9,017  1,980,894  
UPR 85,701  —  13,242  —  —  —  98,943  
PRASA 65,550  —  52,594  —  —  —  118,144  
PREPA 35,846  1,404  —  4,012  —  2,900  44,162  
SIFC —  —  1,603  —  —  —  1,603  

Nonmajor component units 778,546  32,320  40,277  17,682  8,058  57,922  934,805  

Subtotal due from
component units 2,899,341  33,724  145,895  21,694  8,058  69,839  3,178,551  

Allowance for uncollectible balances (2,824,808) (33,724) (45,403) (15,532) (2,381) (56,305) (2,978,153) 

Total due from
component units (net) $ 74,533  —  100,492  6,162  5,677  13,534  200,398  

Primary government – governmental activities $ 2,512,655  
Primary government – business-type activities 486,559  
Other governmental entities and municipalities 2,069,387  
Private sector, net of allowance for loan losses 185,174  

Total loans receivable reported
by GDB 5,253,775  

Less allowance for public sector loans (3,000,011) 

$ 2,253,764  

UPR $ 668,821  
PRHTA 276,087  
Nonmajor components units 195,352  

Total contributions made by
primary government to
component units $ 1,140,260  
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 Capital Assets 
Capital assets activity for the year ended June 30, 2018 was as follows (in thousands): 
Primary Government 

 

Beginning
balance Ending

(as restated) Increases Decreases balance

Governmental activities:
Land and other nondepreciable

assets:
Land $ 933,883 2,090 1,403 934,570
Construction in progress 1,094,488 99,765 56,408 1,137,845

Total land and other
nondepreciable assets 2,028,371 101,855 57,811 2,072,415

Buildings and building
improvements 10,328,570 58,814 194,559 10,192,825

Equipment, furniture, fixtures,
vehicles, and software 847,764 47,815 4,916 890,663

Infrastructure 612,940 2,284 — 615,224

Total other capital assets,
being depreciated
and amortized 11,789,274 108,913 199,475 11,698,712

Less accumulated depreciation
and amortization for:

Buildings and building
improvements 4,442,644 258,880 24,902 4,676,622

Equipment, furniture, fixtures,
vehicles, and software 670,612 38,312 4,015 704,909

Infrastructure 205,121 13,109 — 218,230

Total accumulated
depreciation and
amortization 5,318,377 310,301 28,917 5,599,761

Total other capital assets,
net of depreciation
and amortization 6,470,897 (201,388) 170,558 6,098,951

Governmental activities
capital assets, net $ 8,499,268 (99,533) 228,369 8,171,366
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Depreciation and amortization expense were charged to functions/programs of the Primary Government for 
the year ended June 30, 2018 as follows (in thousands): 

 

Beginning
balance Ending

(as restated) Increases Decreases balance

Business-type activities:
Land and other nondepreciable

assets:
Land $ 36,005 — — 36,005

Total capital assets, not
being depreciated 36,005 — — 36,005

Building and building
improvements 112,008 319 — 112,327

Equipment 95,519 8,035 162 103,392

Total other capital assets
being depreciated and
amortized 207,527 8,354 162 215,719

Less accumulated depreciation
and amortization for:

Building and building
improvements 71,476 2,087 — 73,563

Equipment 82,410 3,709 123 85,996

Total accumulated
depreciation and
amortization 153,886 5,796 123 159,559

Total business-type
activities other capital
assets, net of
depreciation and
amortization 53,641 2,558 39 56,160

Total business-type
activities capital
assets, net $ 89,646 2,558 39 92,165

Governmental activities:
General government $ 105,088  
Public safety 33,527  
Health 15,903  
Public housing and welfare 113,083  
Education 24,877  
Economic development 17,823  

Total depreciation and amortization expense – governmental
activities $ 310,301  
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The Commonwealth annually performs an impairment analysis of its capital assets in accordance with the 
provisions of GASB Statement No. 42. The current year’s analysis identified approximately $135.2 million of 
impaired assets, that was recognized by the Governmental Activities in the Statement of Activities for the 
year ended June 30, 2018. 
General infrastructure assets include approximately $427 million representing costs of assets transferred to 
the DNER of the Commonwealth (at cost) in 1997 upon completion of the Cerrillos Dam and Reservoir and 
the Portugues River and Bucana River Projects (the Cerrillos Dam and Reservoir Project) by the United 
States (U.S.) Army Corps of Engineers. These infrastructure assets are reported within Governmental 
Activities and include dams, intake facilities, and similar items built for flood control, water supply, and 
recreational purposes. The depreciation is computed using the straight-line method over an estimated useful 
life of 50 years from the transfer date of the property. Late in April 2011, the Commonwealth received a final 
debt agreement from the U.S. Army Corps of Engineers establishing a repayment schedule for its allocated 
share of the construction costs associated with the Cerrillos Dam and Reservoir Project, excluding those 
costs for items built for recreational purposes, amounting to approximately $214 million. On March 21, 2014, 
the debt agreement with the U.S. Army Corps of Engineers was modified to reduce the interest rate and the 
annual payment for the remaining term of the debt. (see Note 13(o)). 
On February 24, 2012, PRIFA, a blended component unit, entered into an Assistance Agreement with the 
Puerto Rico Department of Justice (PRDOJ) and GDB to acquire, refurbish, and operate a property to be 
used for the relocation of the PRDOJ’s main offices. In connection with the Assistance Agreement, GDB 
provided a $35 million credit facility to PRIFA to undertake the acquisition and administration of this property 
and manage the initial phase of the rehabilitation and refurbishment of the property. On March 8, 2012, 
PRIFA acquired the property for approximately $27 million. The relocation of the PRDOJ’s main offices never 
materialized but PRIFA has been working with gradually securing lease agreements with other governmental 
entities and third parties. The credit facility is secured by a mortgage lien on the property and is payable from 
future appropriations from the Commonwealth and from the assignment of current and any future lease 
agreement. 
PRIFA has also issued certain bonds and notes to finance the construction of certain capital projects for the 
benefit of PRASA, municipalities and other agencies and instrumentalities of the Commonwealth. The capital 
projects include the construction of infrastructure and buildings to be used in the operations of, and managed 
by, PRASA, the municipalities and other agencies in their respective operations. The capital projects, 
including the land acquired, are included as part of PRIFA’s capital assets until construction is completed 
and the conditions for transfers to the ultimate beneficiaries are met. During the year ended June 30, 2018, 
PRIFA incurred approximately $1.1 million in construction costs for the benefit of other instrumentalities of 
the Commonwealth. 
In October 2010, PRIFA entered into a memorandum of understanding with PPPA, PBA, DOE, DTPW and 
GDB for the administration of the Schools for the 21st Century Program (the 21st Century Program). There 
was no construction in process at June 30, 2018 related to this program. The program consists of remodeling 
over 100 schools throughout Puerto Rico. To finance the program, the PBA issued government facilities 
revenue bonds in the amount of $878 million during the fiscal year ended June 30, 2012 of which $4.3 million 
is deposited in construction funds within PBA’s capital project fund at June 30, 2018. 
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Discretely Presented Component Units 

Capital assets activity for discretely presented component units for the year ended June 30, 2018 is as follows 
(in thousands): 

 

Beginning
balance Ending

(as restated) Increases Decreases balance

Land and other nondepreciable
assets:

Land $ 2,234,548 43 4,093 2,230,498
Construction in progress 907,960 263,118 220,672 950,406

Total capital assets not
being depreciated/
amortized 3,142,508 263,161 224,765 3,180,904

Depreciable assets:
Buildings and building

improvements 1,681,592 73,951 77,925 1,677,618
Equipment, furniture, fixtures,

vehicles, and software 2,280,215 54,320 154,352 2,180,183
Infrastructure 41,499,362 1,768,907 2,050,279 41,217,990

Total other capital assets,
being depreciated/
amortized 45,461,169 1,897,178 2,282,556 45,075,791

Less accumulated depreciation/
amortization for:

Buildings and building
improvements 4,032,138 230,490 24,433 4,238,195

Equipment, furniture, fixtures,
vehicles, and software 1,052,335 72,988 13,876 1,111,447

Infrastructure 17,772,517 822,266 697,202 17,897,581

Total accumulated
depreciation/
amortization 22,856,990 1,125,744 735,511 23,247,223

Total other capital assets,
net of depreciation and
amortization 22,604,179 771,434 1,547,045 21,828,568

Nonmajor component units 3,270,821 (186,326) (67,080) 3,151,575

Capital assets (net) $ 29,017,508 848,269 1,704,730 28,161,047
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 Short-term- Obligations 
Short-term- obligations at June 30, 2018 and changes for the year then ended were as follows (in thousands): 

 
(a) Notes Payable to GDB 

The Commonwealth has entered into a short-term line of credit agreements with GDB (all within 
Governmental Activities) consisting of the following at June 30, 2018 (in thousands): 

 
(b) Tax Revenue Anticipation Notes 

Act No. 1-1987, authorizes the Secretary of the DOT to issue notes to either private or governmental 
institutions, in anticipation of taxes and revenue (Tax Revenue Anticipation Notes or TRANs) as an 
alternate means of providing liquidity to cover any temporary cash shortages projected for a fiscal year. 
Act No. 139-2005, amended Section 2(g) of Act No. 1-1987 to provide that the total principal amount of 
notes issued under the provisions of Act No. 1-1987 and outstanding at any time for any fiscal year may 
not exceed the lesser of eighteen percent (18%) of the net revenue of the General Fund for the fiscal 
year preceding the fiscal year in which the notes are issued or $ 1.5 billion. 
On September 6, 2016, the Commonwealth renewed the “intra governmental” TRANs for fiscal year 
2017, in the aggregate principal amount of $400 million with the SIFC, AACA and the Disability Insurance 
Fund, also at the interest rate of 6%. On April 28, 2017, the Commonwealth acknowledged that it would 
be unable to pay the principal and interest payments on the TRANs notes as they become due and 
entered into a forbearance agreement with SIFC, AACA, and Disability Insurance Fund. The forbearance 
period expired on June 30, 2018. The repayment has not been made and the forbearance period has not 
been extended. 

 Long-term- Obligations 
Primary Government 
Long-term obligations at June 30, 2018 and changes for the year then ended were as follows (in thousands): 

Balance at Balance at
June 30, 2017 Debt issued Debt paid June 30, 2018

Governmental activities:
Notes payable to GDB $ 1,700  —  —  1,700  
Tax revenue anticipation

notes 400,000  —  —  400,000  

$ 401,700  —  —  401,700  

Line of Outstanding
Agency Purpose Interest rate credit balance

PA To finance terms of consent 150 bp over PRIME with
decree agreement floor of 6% and ceiling

of 12% $ 1,700  1,700  

$ 1,700  1,700  
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Each of the long-term obligations described in this section do not take into account the impact of the Title III 
cases on the priority or timing of payments that may be owed to any creditors of the Commonwealth, its 
instrumentalities, or its public corporations. The above schedule has been presented in accordance with 
original terms of the bonds payable and do not reflect the effects, if any, that may result from the PROMESA 
Title III proceedings or any other debt restructuring proceeding. Accordingly, the effects of the PROMESA 
Title III cases or any other debt restructuring proceeding may affect the carrying amounts, interest rates and 
the repayment terms. See Note 3 and Note 23 for additional information. 
The principal balance of general obligation and revenue bonds paid reported as expenditures in the statement 
of revenue, expenditures, and changes in fund balances (deficit) – governmental funds do not agree with 
amounts reported as debt paid in the table above. The balance paid includes principal paid the first of July of 
each year, which was accrued at June 30 of prior year, as a fund liability. U.S. GAAP allows accrual of debt 
service liabilities and expenditures if a government has provided financial resources to a debt service fund 
for payment of liabilities that will mature within a month in the following fiscal year. As a result of the economic 
and liquidity challenges that the Commonwealth faced during the last three fiscal years, the Commonwealth 
had no funds available at June 30, 2018 for debt service payment due on July 1, 2018. Based on the above, 

Balance at
June 30, Balance at Due

2017 Debt Other Other June 30, within
as restated issued Debt paid increases (decreases) 2018 one year

Governmental activities:
Commonwealth appropriation bonds $ 569,746  —  —  —  (354) 569,392  90,436  
General obligation and revenue bonds 40,089,683  —  (52,325) 406,025  (31,178) 40,412,205  1,662,648  
Bond purchase agreement with GDB 225,534  —  —  —  —  225,534  —  
Notes payable to component units:

GDB 2,285,611  —  (190) —  —  2,285,421  468,630  
Other 102,000  —  —  —  —  102,000  —  

Note payable to financial institution 23,764  —  —  —  —  23,764  14,258  
Liability under guaranteed obligation 374,596  —  —  17,747  —  392,343  —  
Capital leases 335,614  13,234  (11,512) —  (45,603) 291,733  9,573  
Compensated absences 557,001  —  —  —  (65,335) 491,666  193,372  
Voluntary termination benefits payable 803,020  —  —  —  (97,893) 705,127  92,763  
Net pension liability 42,544,991  —  —  —  (3,788,204) 38,756,787  663,584  
Total other postemployment benefit

liability 1,526,561  —  —  —  (276,683) 1,249,878  92,134  
Other long-term liabilities 1,867,093  61,872  (150,081) —  (94,221) 1,684,663  204,467  

Total governmental
activities 91,305,214  75,106  (214,108) 423,772  (4,399,471) 87,190,513  3,491,865  

Business-type activities:
Notes payable to GDB 486,559  —  —  —  —  486,559  82,667  
Compensated absences 18,925  —  —  9,451  (12,209) 16,167  9,475  
Obligation for unpaid lottery prizes 147,617  —  —  392,973  (375,966) 164,624  91,612  
Voluntary termination benefits 7,192  —  —  619  (1,631) 6,180  1,384  
Net pension liability 809,666  —  —  42,539  (32,927) 819,278  —  
Total other postemployment benefit

liability 21,451  —  —  —  (4,249) 17,202  1,356  
Liability for unemployment, disability

and health insurance 90,213  —  —  1,215,447  (1,130,473) 175,187  175,187  
Other long-term liabilities 101,771  —  —  2,035  (99,578) 4,228  2,086  

Total business-type
activities 1,683,394  —  —  1,663,064  (1,657,033) 1,689,425  363,767  

Total primary government $ 92,988,608  75,106  (214,108) 2,086,836  (6,056,504) 88,879,938  3,855,632  
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approximately $1.5 billion related to interest was accrued as a fund liability at June 30, 2018 and $843 million 
of principal was accrued as a fund liability at June 30, 2018. 
Please refer to Note 13(e) and Note 14(a) for detailed information regarding the liability under guaranteed 
obligation. The remaining balance of the other increases (decreases) in bonds and notes consists of 
capitalization of interest on capital appreciation bonds (increases) and amortization of premiums (decreases) 
and accretion of discounts (increases) on bonds. These adjustments did not require any source or use of 
cash. 
Accrual adjustments for fiscal year 2018 were made to reconcile various obligations with the new estimated 
balances at June 30, 2018, and other decreases resulting from payments on these obligations made during 
the fiscal year. These obligations include compensated absences, net pension liabilities, other 
postemployment benefit obligation, voluntary termination benefits, other long-term liabilities, obligation for 
unpaid lottery prizes, and claims liability for insurance benefits. These payments, as pertaining to 
Governmental Activities, are included not as principal payments in the statement of revenue, expenditures, 
and changes in fund balances (deficit) – governmental funds, but as expenses within their corresponding 
functions. 
(a) Debt Limitation and Arbitrage 

The Constitution of the Commonwealth authorizes the contracting of debts as determined by the 
Legislature. Nevertheless, Section 2, Article VI of the Constitution of the Commonwealth provides that 
direct obligations of the Commonwealth evidenced by bonds or notes and backed by the full faith, credit, 
and taxing power of the Commonwealth should not be issued if the amounts of the principal of and 
interest on such bonds and notes and on all such bonds and notes issued thereafter, which are payable 
in any fiscal year, together with any amount paid by the Commonwealth in the preceding fiscal year of 
such proposed issuance on account of bonds or notes guaranteed by the Commonwealth, exceed 15% 
of the average annual revenue raised under the provisions of Commonwealth legislation and deposited 
into the Treasury (hereinafter internal revenue) in the two fiscal years preceding the fiscal year of such 
proposed issuance. Section 2, Article VI of the Constitution of the Commonwealth does not limit the 
amount of debt that the Commonwealth may guarantee so long as the Commonwealth is in compliance 
with this 15% limitation at the time of issuance of such guaranteed debt. During the period ended June 30, 
2018, no direct obligations were issued by the Commonwealth. 
Litigation regarding whether certain bond issuances of the Commonwealth and PBA violated the 
Commonwealth’s constitutional debt limitation is ongoing in the Commonwealth’s Title III case. For 
additional information regarding the Commonwealth’s Title III case, refer to Note 3. For additional 
information regarding the ongoing litigation related to the Commonwealth’s Title III case (including 
litigation commenced by the Oversight Board against certain of the Commonwealth’s general obligation 
bondholders), refer to Note 17. 
The Commonwealth’s bonds payable are subject to arbitrage regulations issued by the Internal Revenue 
Service of the United States of America, requiring a rebate to the federal government of excess 
investments earnings on tax-exempt debt proceeds if the yield on those earnings exceeds the effective 
yield on the related tax-exempt- debt issued. Excess earnings must be rebated every five-years or upon 
maturity of the debt, whichever is earlier. Arbitrage calculations resulted in no liability as of June 30, 
2018. 

(b) Bonds Payable 
The Constitution of the Commonwealth provides that public debt will constitute a first claim on the 
available revenue of the Commonwealth. Public debt includes general obligation bonds and debt 
guaranteed by the Commonwealth. The full faith, credit, and taxing power of the Commonwealth is 
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irrevocably pledged for the prompt payment of the principal and interest of the general obligation bonds. 
On April 6, 2016, the Governor signed into law the Moratorium Act. For additional information on the 
Moratorium Act, refer to Note 3. For additional information on litigation contingencies related to the 
Moratorium Act, refer to Note 17. Developments in the Title III cases, as discussed in Note 3, have 
affected the application of the Moratorium Act and may affect the priorities any party claims with respect 
to its right to debt repayment. 
Act No. 83-1991, as amended, provides for the levy of an annual special tax of 1.03% of the assessed 
value of all real and personal property not exempt from taxation. The levy is made by CRIM, a municipal 
corporation, not a discretely presented component unit of the Commonwealth. CRIM is required to remit 
the 1.03% of property tax collected by the Commonwealth to pay debt service on general obligation 
bonds. During the year ended June 30, 2018, the total revenue reported by the Commonwealth 
amounted to approximately $95 million which are included in the debt service fund. 
For financial reporting purposes, the outstanding amount of bonds represents the total principal amount 
outstanding, plus unamortized premiums and interest accreted on capital appreciation bonds, less 
unamortized discount. Bonds payable outstanding at June 30, 2018, including accreted interest on 
capital appreciation bonds, were as follows (in thousands): 

 

General
obligation Revenue

bonds bonds Total

Term bonds payable through 2059; interest
payable monthly or semiannually at rates
varying from 3.00% to 8.00% $ 8,230,823  10,856,385  19,087,208  

Serial bonds payable through 2042; interest
payable monthly or semiannually at rates
varying from 3.00% to 6.75% 4,191,120  1,578,779  5,769,899  

Fixed rate bonds payable through 2057; interest
payable at rates varying from 3.38% to 6.50% —  6,201,831  6,201,831  

Capital appreciation bonds payable through 2059;
no interest rate, yield ranging from
4.93% to 7.48%. (1) 126,664  6,323,688  6,450,352  

Special Tax Revenue Bonds payable through 2045;
interest payable or accreted monthly and
semiannually at rates varying from 4.00% to 8.25% —  1,897,957  1,897,957  

Mental Health Infrastructure Revenue Bonds
payable through 2038; interest payable
semiannually at rates varying from 5.60% to 6.50% —  34,800  34,800  

The Children’s Trust Fund Tobacco Settlement
asset-backed bonds payable through 2057;
interest payable or accreted semiannually
at rates varying from 5.38% to 8.38% —  1,465,415  1,465,415  
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As of June 30, 2018, debt service requirements for general obligation and revenue bonds outstanding, 
including accreted interest of capital appreciation bonds are as follows (in thousands): 

 
The above schedule has been presented in accordance with original terms of the bonds payable and 
does not reflect the effects, if any, that may result from the PROMESA Title III proceedings or any other 
debt restructuring proceeding. Accordingly, the effects of the PROMESA Title III or any other debt 

General
obligation Revenue

bonds bonds Total

Capital Fund Program Bonds, maturing in various
dates payable through 2025; interest payable
semiannually at rates varying from 2.00% to 5.00% —  105,315  105,315  

LIBOR-Based Adjustable Rate Bonds due on
August 1, 2057; interest payable quarterly
(1.74% at June 30, 2018) —  136,000  136,000  

Total 12,548,607  28,600,170  41,148,777  

Unamortized premium 37,413  152,299  189,712  
Unamortized discount (246,181)  (145,838)  (392,019)  

Subtotal bonds payable 12,339,839  28,606,631  40,946,470  

Elimination entry COFINA bonds issued to PRIFA and ERS —  (534,265)  (534,265)  

Total bonds payable $ 12,339,839  28,072,366  40,412,205  

(1) Revenue bonds include $452 million capital appreciation bonds convertible to fixed rate
interest bonds on August 1, 2025; August 1, 2029; August 1, 2031: and August 1, 2033.

Interest
Year ending June 30 Principal Interest subsidy (1) Total

2019 $ 1,662,648  4,521,409  3,835  6,187,892  
2020 603,500  1,875,363  3,835  2,482,698  
2021 677,940  1,859,307  3,835  2,541,082  
2022 672,590  1,831,792  3,835  2,508,217  
2023 761,980  1,794,004  3,835  2,559,819  
2024-2028 4,690,955  8,261,502  19,172  12,971,629  
2029-2033 8,928,338  6,981,235  19,172  15,928,745  
2034-2038 10,072,060  4,497,027  19,172  14,588,259  
2039-2043 11,456,595  2,074,759  19,172  13,550,526  
2044-2048 7,329,215  630,497  959  7,960,671  
2049-2053 5,808,191  560,933  —  6,369,124  
2054-2058 6,009,420  486,597  —  6,496,017  
2059 8,855,913  14,401  —  8,870,314  

Total 67,529,345  $ 35,388,826  96,822  103,014,993  

Less unaccreted interest (26,380,568) 
Plus unamortized premium 189,712  
Less unamortized discount (392,019) 

Subtotal 40,946,470  

Elimination of COFINA
bonds issued to PRIFA and ERS (534,265) 

Total $ 40,412,205  
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restructuring proceeding may affect the carrying amounts, interest rates and the repayment terms. See 
Note 3 and Note 23 for additional information. 
(1) Sales Tax Revenue Bonds, First Subordinate Series 2010D and 2010E were issued as Build America 

Bonds. COFINA will receive a subsidy payment from the federal government equal to 35% and 45%, 
respectively, of the amount of each interest payment. On June 24, 2013, the IRS sent notice that 
8.7% of the subsidy payment on the Build America Bonds will be sequestered due to adjustments of 
the federal government budget. 

On March 16, 2015, PRIFA issued $245.9 million of bond anticipation notes (disclosed as Special Tax 
Revenue Bonds) payable from the increase in the petroleum products tax imposed by Act No. 1-2015 
(the PRIFA BANs), the proceeds of which were used to refinance certain outstanding PRHTA bond 
anticipation notes and pay-related expenses. The PRIFA BANs were originally expected to be refinanced 
through a long-term bond issuance by PRIFA. However, this proposed transaction has been abandoned. 
The PRIFA BANs had a maturity date of May 1, 2017 (which was not met), with an interest rate of 8.25% 
payable monthly on the first business day of each month, commencing on April 1, 2015. The 
aforementioned revenues that support the payment of the PRIFA BANs could instead be applied to pay 
the Commonwealth’s general obligation debt if its available resources proved insufficient to cover all 
approved appropriations. The PRIFA BANs are guaranteed by the good faith, credit and taxing power of 
the Commonwealth (Refer to Note 14(a)). On June 24, 2016, the Governor signed an executive order, 
EO 2016 027, which suspended all obligations to transfer money to PRIFA for the purpose of making 
payments on PRIFA BANs. 
The following table presents Governmental Activities debt service payments on certain revenue variable 
rate bonds and the net payments on associated hedging derivative instruments (see Note 21) as of 
June 30, 2018 (all pertaining to COFINA). Although interest rates on variable rate debt and the current 
reference rates of hedging derivative instruments change over time, the calculations included in the table 
below are based on the assumption that the variable rate and the current reference rates of hedging 
derivative instruments as of June 30, 2018, will remain constant. 

 
The above schedule has been presented in accordance with original terms of the bonds payable and 
does not reflect the effects, if any, that may result from the PROMESA Title III proceedings or any other 

Hedging
derivative

Variable-rate bonds instruments,
Principal Interest net Total

(In thousands)

Year ending June 30:
2019 $ —  3,418  3,274  6,692  
2020 —  3,418  3,274  6,692  
2021 —  3,418  3,274  6,692  
2022 —  3,418  3,274  6,692  
2023 3,418  3,274  6,692  
2024-2028 —  17,090  16,366  33,456  
2029-2033 —  17,090  16,366  33,456  
2034-2038 —  17,090  16,366  33,456  
2039-2043 —  17,090  16,366  33,456  
2044-2048 —  17,090  16,366  33,456  
2049-2053 —  17,090  16,366  33,456  
2054-2058 136,000  13,953  13,365  163,318  

Total $ 136,000  133,583  127,931  397,514  
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debt restructuring proceeding. Accordingly, the effects of the PROMESA Title III cases or any other debt 
restructuring proceeding may affect the carrying amounts, interest rates and the repayment terms. See 
Note 3 and Note 23 for additional information. 
COFINA’s outstanding bonds prior to consummation of the COFINA Plan of Adjustment were payable 
from amounts deposited in the Dedicated Sales Tax Fund in each fiscal year. The minimum amount to 
be deposited was the Pledged Sales Tax Base Amount, which for the fiscal year ended June 30, 2018, 
was approximately $753 million. The Pledged Sales Tax Base Amount increases each fiscal year 
thereafter at a statutory rate of 4% up to approximately $1.9 million. 
At June 30, 2018, the Pledged Sales Tax Base Amount, by year, was as follows (in thousands): 

 
The above schedule has been presented in accordance with original terms of the bonds payable and 
does not reflect the effects, of the COFINA Plan of Adjustment as confirmed in COFINA’s Title III case. 
See Note 3 and Note 23 for additional information on the COFINA Plan of Adjustment. 

(c) Commonwealth’s Department of Housing Partnership Agreement 
Vivienda Modernization 1, LLC (the LLC) is a limited liability company created under the laws of the 
Commonwealth whose sole member is Vivienda Modernization Holdings 1, S.E. (the Partnership), a civil 
partnership created under the laws of the Commonwealth and pursuant to a related Partnership 
Agreement. The Partnership was created on August 1, 2008 with the DOH, acting as general partner 
(the General Partner) and Hudson SLP XL LLC, a Delaware limited liability company (the Special Limited 
Partner) and Hudson Housing Tax Credit Fund XL LP, a Delaware limited partnership (the Investment 
Partnership); acting as limited partners (collectively the Limited Partners). The Partnership has been 
organized to acquire, develop, rehabilitate, own, maintain, and operate thirty-three residential rental 
housing developments intended for low- and moderate-income tenants. Profits, losses, and tax credits 
are allocated in accordance with the Partnership Agreement. Profits and losses from operations and low-
income housing tax credits in any year should be allocated 99.98% to the Investment Partnership, 0.01% 
to the Special Limited Partner, and 0.01% to the General Partner. As defined in the Partnership 
Agreement, certain transactions and occurrences warrant special allocations of profits and losses. All 
other losses should be allocated to the extent allowable under Section 704(b) of the U.S. Internal 
Revenue Code. 

Amount

Year ending June 30:
2019 $ 783,197  
2020 814,525  
2021 847,106  
2022 880,990  
2023 916,230  
2024-2028 5,161,101  
2029-2033 6,279,269  
2034-2038 7,639,690  
2039-2043 9,050,808  
2044-2048 9,250,000  
2049-2053 9,250,000  
2054-2058 9,250,000  

Total $ 60,122,916  
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Pursuant to the Partnership Agreement, the Limited Partners are required to provide capital contributions 
totaling approximately $235 million to the Partnership (the Initial Projected Equity), subject to adjustment 
based on the amount of low-income housing credits ultimately allocated to the developments in addition 
to other potential occurrences as more fully explained in the Partnership Agreement. As of June 30, 
2018, the Limited Partners have provided capital contributions totaling approximately $126.6 million. 
Pursuant to the Partnership Agreement, the General Partner is required to provide capital contributions 
totaling approximately $10 million to the Partnership. Should the Partnership not have sufficient funds 
available to pay the outstanding balance of the developer fee thereof, as defined, the General Partner 
must provide additional capital contributions to the Partnership in an amount sufficient for the Partnership 
to pay such balance in full. The General Partner must have no right or obligation to make any other 
capital contributions. As of June 30, 2018, the General Partner had provided no capital contributions. In 
addition, the DOH as General Partner must establish the Assurance Reserve Fund at the initial closing 
in the amount of the initial capital contribution less approximately $4 million (plus any initial capital 
contribution with respect to the apartment complexes). Amounts in the Assurance Reserve Fund must 
be used, (i) upon the request of the General Partner, subject to the consent of the Special Limited Partner 
or (ii) upon the direction to the Special Limited Partner, to meet financial obligations of the General 
Partner, other than for excess development costs, as provided in the Partnership Agreement. As of 
June 30, 2018, such reserve was maintained in the Partnership. 
On August 7, 2008, the LLC entered into a Master Developer Agreement with the DOH to perform 
services in connection with the development, rehabilitation, and modernization of certain housing projects 
(the Master Developer Agreement). Pursuant to the Master Developer Agreement, the DOH will earn a 
developer’s fee in the amount of approximately $75.1 million for such services. Payment of the 
developer’s fee must be subject to the terms and conditions of Section 6(a) (iv) of the Master Developer 
Agreement. As of June 30, 2018, approximately $72.9 million was recorded within other accounts 
receivable in the General Fund related to the Master Development Agreement (including approximately 
$16.6 million related to the Assurance Reserve Fund). 
Additionally, on August 7, 2008, the LLC and the DOH entered into a Purchase and Sale Agreement 
through which the LLC acquired the surface rights of a property (the Property) and the improvement 
erected on such property consisting of buildings and construction in progress with a net book value and 
cost of approximately $45.9 million and $110 million, respectively, from the DOH. This purchase is 
subject to certain deeds of Constitution of Surface Rights and Transfer of Improvements dated August 7, 
2008, which require the LLC to rehabilitate or construct on the Property 4,132 residential rental units 
(the Units or collectively the Development), all of which will receive the benefit of an operating subsidy 
and Low-income- Housing Tax Credits under Section 42 of the U.S. Internal Revenue Code of 1986, as 
amended. Eighty-four- (84) of the units, all of which will be located at the Brisas de Cayey II site, are to 
be newly constructed. The remaining units will be modernized. 
Also, on August 7, 2008, the DOH entered into a loan agreement with the LLC in the amount of 
approximately $102.9 million for the acquisition of the 33 residential rental properties (the deferred 
purchase price note). The LLC must make payments equal to the amount of net available capital 
contributions, as defined, for the preceding calendar quarter. 
The following are the terms of the deferred purchase price note: commitment of approximately 
$102.9 million; interest rate 3.55%; and maturity date later of (i) funding of the last installment of the 
capital contribution or (ii) August 7, 2013. The note must be a full recourse liability of the LLC; however, 
none of the LLC’s members has personal liability. As of June 30, 2018, the principal balance outstanding 
on the deferred purchase price note was approximately $8.8 million and accrued interest was 
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approximately $2.3 million, and both amounts were recorded within deferred inflow of resources – 
developer fees in the General Fund. 
The Puerto Rico Public Housing Administration (PHA) has entered into an Interagency Agreement dated 
August 7, 2008, with the DOH, in DOH’s capacity as general partner of the Partnership, to delegate 
management and operational duties related to the Development to PHA as set forth in the Interagency 
Agreement. The LLC and PHA also intend that the units be developed, operated, and managed so as to 
assure receipt by the LLC of the aforementioned economic and tax benefits to the full extent available to 
the LLC. 
On June 4, 2015, the DOH along with PHA and McCormack Baron Salazar, Inc. (the Developer), a 
Missouri corporation acting through its whole-owned subsidiary McCormack Baron Puerto Rico 
Developer, LLC (the Developer), entered into three Master Development Agreements (MDA) to transform 
certain developments (redevelopment) through a development strategy.  In accordance with the strategy, 
the Developer prepared an Implementation Plan which was approved by the DOH and the PHA.  The 
three redevelopments were: Las Gladiolas Public Housing Development, Puerta de Tierra Housing 
Development and José Gautier Benítez Public Housing, which include two projects, a multi-family project 
and an elderly project. 
PHA, the public housing authority for the Commonwealth of Puerto Rico, has submitted, and HUD has 
approved, a mixed-finance proposal for each of these redevelopments in accordance with Section 35 of 
the U.S. Housing Act of 1937.  The mixed-finance provides for a U.S. Department of Housing and Urban 
Development (HUD)’s operating subsidy for certain of the units and the use of federal development funds 
known as capital funds made available for the development and construction. 
PHA’s housing commitment for the projects is approximately $65 million. The Developer will review and 
pursue funding sources. Developer shall seek proposals from prospective investors in the Low-Income 
Housing tax credit allocated to the rental phase of the project. 
On June 23, 2016 the DOH entered into a Memorandum of Understanding (the “MOU”) with PHA, in 
which PHA agrees to provide support and assistance to the DOH in furtherance of the PHA’s purpose 
and objectives, as part of this redevelopment strategy.  In connection with this MOU, PHA performed the 
disbursements of funds to the Developer, accounting services and other management assistance related 
to the redevelopments and the re-occupancy of the projects. 
With the approval of HUD, PHA transferred the redevelopment properties to the DOH, so that the same 
could be redevelop as a mixed-finance projects pursuant to 24 CFR § 905 Subpart F.  The DOH in turn 
entered into leases with the Developer.  The term of the leases is for 75 years, but such termination could 
be advanced to an earlier date by express, written agreement of the parties, or by operation of law.  Upon 
termination of the leases, the improvements and equipment will be automatically transferred in favor of 
the DOH. The DOH in turn will transfer the projects to PHA. 
On September 10, 2015 the DOH entered into a predevelopment loan and advance of funds agreement 
with the Developer. The DOH used the funds to provide to the Developer funds advances under a 
predevelopment loan for certain eligible costs to be incurred by the Developer as described in the 
predevelopment budget, upon approval by HUD. 
The PHA agreed to make a loan to Developer in a principal amount of up to 50% of third-party costs 
incurred by Developer (Developer will pay the other 50%) and for 100% of the predevelopment developer 
overhead in accordance with the predevelopment budget. The predevelopment loan shall not bear 
interest and advances will be made by PHA on the DOH’s behalf.  At June 30, 2018 the account 
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receivable for advances made to the Developers for predevelopment costs of the projects amounted to 
$3,837,863.  
The principal amount of the predevelopment loan attributable to each of the developments shall mature 
and be due and payable on the earlier of (a) execution of the development predevelopment loan 
agreement for each development; (b) upon closing for such development, or (c) the termination of the 
corresponding master development agreement, as provided in the loan agreement. 
The DOH agreed to make available to the Developer, from time to time, as construction of the 
developments progresses, advances under a non-revolving line of credit facilities. PHA will make 
available certain funds to the DOH in order to lend the Developer certain permanent loans.  Additionally, 
the Developer will request from other national banking association to lend them certain construction 
loans. The DOH’s housing commitment for the projects is approximately $65 million. The Developer will 
review and pursue funding sources. The Developer shall seek proposals from prospective investors in 
the Low-Income Housing tax credit allocated to the rental phase of the project. 
On the conversion date and to the extent that the Developer shall have paid in full to the DOH all interest 
accrued under the construction loan facility, the outstanding principal amount of the advances shall be 
converted into a term note. The unpaid balances of these obligations shall bear interest from the date of 
the leasehold mortgage note until full payment thereof, at an annual rate equal to six hundred basis (600) 
points per annum.  
The Developer will request additional funds from other private national banking institutions, as needed.  
Once the construction loan facilities are converted into term loans, the loans aggregate unpaid principal 
amounts, plus any accrued and unpaid interests shall become due and payable on the 75th anniversary 
of the first day of the month immediately succeeding the closing date; or the date on which an early 
termination provision under ground lease is exercised by the parties; or the date of occurrence of an 
event of default.  At June 30, 2018 total note receivable from developer and accrued interest receivable 
amounted to $22,983,842 and $1,519,087, respectively. 

(d) Commonwealth Appropriation Bonds 
Over the years, GDB, as fiscal agent and a bank for the Commonwealth, had extended lines of credit, 
advances, and loans to several agencies and component units of the Commonwealth in order to finance 
their capital improvement projects and to cover their operational deficits at the time. At different points in 
time, these loans were refunded through the issuance of Commonwealth appropriation bonds issued by 
PFC, a blended component unit of GDB, which serves only as a conduit for the issuance of the bonds. 
The Commonwealth has recognized a mirror effect of these refundings by PFC over the years in its own 
debt in proportion to the portion of the Commonwealth’s notes included in such PFC refundings. Also, 
during more recent years, COFINA, through the issuance of bonds, has been used to repay certain other 
loans and existing appropriation bonds. COFINA is a blended component unit of the Commonwealth 
created in 2007 with the capacity to issue bonds to repay or refund advances from GDB, the appropriation 
bonds referred to above, and other debt obligations, collectively referred to as the extra constitutional 
debt. There were no new activities of Commonwealth appropriation bonds during fiscal year 2018, other 
than the annual amortization of corresponding premiums and their related deferred inflows and outflows 
of resources in the form of deferred refunding gains and losses. 
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At June 30, 2018, the outstanding balance of the Commonwealth appropriation bonds pertaining to the 
Primary Government (i.e., excluding the balance pertaining to discretely presented component units), 
consisted of the following obligations (in thousands): 

 
Act No. 164 Restructuring – On December 17, 2001, Act No. 164 was approved, which authorized 
certain government agencies and component units to refund approximately $2.4 billion of their 
outstanding obligations with GDB, for which no repayment source existed, over a period not exceeding 
30 years, and to be repaid with annual Commonwealth appropriations not to exceed $225 million. This 
refunding was originally executed with Commonwealth appropriation bonds through several bond series 
issued by PFC during the period between December 2001 and June 2002. 
Subsequently, additional refundings (current and advance) and/or redemptions of Act No. 164-2001 
restructuring have been executed through PFC and COFINA bond issuances. 
Approximately $437.7 million of the Commonwealth appropriation bonds outstanding at June 30, 2018, 
belong to the Primary Government under Act No. 164-2001, consisting of the PRDOH (health reform 
financing and other costs), the DOT (originally the fiscal year 2001 deficit financing and the obligation 
assumed for defective tax liens), and PRIFA, a blended component unit of the Commonwealth. The 
outstanding balance of Commonwealth appropriation bonds related to Act No. 164-2001 bears interest 
at rates ranging from 3.10% to 6.50%. Debt service requirements, subject to legislative appropriations, 
in future years were as follows (in thousands): 

 
The above schedule has been presented in accordance with original terms of the bonds payable and do 
not reflect the effects, if any, that may result from the PROMESA Title III proceedings or any other debt 
restructuring proceeding. Accordingly, the effects of the PROMESA Title III or any other debt restructuring 
proceeding may affect the carrying amounts, interest rates and the repayment terms. See Note 3 and 
Note 23 for additional information. 

Act. No. 164 restructuring $ 437,698  
PRMSA 131,694  

Total Commonwealth

appropriation bonds $ 569,392  

Principal Interest Total

Year ending June 30:
2019 $ 90,436  84,514  174,950  
2020 23,257  18,421  41,678  
2021 24,219  17,382  41,601  
2022 25,274  16,248  41,522  
2023 26,424  15,010  41,434  
2024–2028 113,679  64,856  178,535  
2029–2031 132,942  8,648  141,590  

Total 436,231  225,079  661,310  

Plus unamortized premium 1,467  

Total $ 437,698  
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PRMSA – A promissory note payable owed by PRMSA to GDB was assumed by the Commonwealth in 
connection with the sale of the maritime operations of PRMSA. Commonwealth appropriation bonds, 
2003 Series B and 2004 Series B were issued to refund this liability, which were refunded most recently 
in June 2012 with the issuance of PFC 2012 Series A bonds. The bond balance bears interest at a 
variable rate ranging from 3.10% to 5.35%. Debt service requirements in future years were as follows (in 
thousands): 

 
The above schedule has been presented in accordance with original terms of the bonds payable and do 
not reflect the effects, if any, that may result from the PROMESA Title III proceedings or any other debt 
restructuring proceeding. Accordingly, the effects of the PROMESA Title III or any other debt restructuring 
proceeding may affect the carrying amounts, interest rates and the repayment terms. See Note 3 and 
Note 23 for additional information. 

(e) Bond Purchase Agreement with GDB 
At various times during fiscal years ending in 2005 and 2006, the PA, a blended component unit of the 
Commonwealth, entered into bond purchase agreements with the GDB, whereby the GDB agreed to 
disburse to the PA from time to time certain bond principal advances up to a maximum aggregate 
principal amount of $70 million (Port of the Americas Authority 2005 Series A Bond), $40 million (Port of 
the Americas Authority 2005 Series B Bond), and $140 million (Port of the Americas Authority 2005 
Series C Bond). These bonds are guaranteed by the Commonwealth by Act No. 409-2004, which 
authorized the issuance of these financing arrangements. The Commonwealth had been paying for debt 
service on these bonds under its guarantee pursuant to Act No 409-2004. For additional detail, refer to 
Note 14(a). 
The proceeds of the bonds were used to finance the cost of development and construction of the PA 
facilities. These bonds, having an original maturity of January 2015, were refinanced on December 31, 
2014 into one single bond for a period of 30 years, with the first payment of principal and interest to 
commence on August 1, 2015, with interest rates based on the rates borne by the general obligation of 
the Commonwealth. These rates should be revised on a quarterly basis provided, however, that the 
interest should never be less than 7% nor greater than 12%. The aggregate outstanding principal balance 
of the bond principal amount shall be payable in full on January 1, 2045. The principal and interest on 
the refinanced bond continues to be covered by the guarantee of the Commonwealth. As of June 30, 
2018, the principal outstanding on the Bond purchase agreement amounted to approximately 
$225.5 million. 

Principal Interest Total

Year ending June 30:
2019 $ —  27,349  27,349  
2020 —  6,837  6,837  
2021 —  6,837  6,837  
2022 —  6,837  6,837  
2023 —  6,837  6,837  
2024–2028 83,384  19,524  102,908  
2029–2032 48,310  8,185  56,495  

Total $ 131,694  82,406  214,100  
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The PA debt may be paid with any of the following: (i) a long-term bond issuance, once the projects are 
completed or (ii) legislative appropriations, as established by Act No. 409-2004, honoring the agreement 
referred to above. 
Act No. 409-2004, as amended, is silent as to whether there are arrangements established for recovering 
payments from PA for guarantee payments made; however, there is no intention from the Commonwealth 
to request a recovery of any such payments. 

(f) Advance Refunding, Defeasance and Refunding of Commonwealth Bonds 
In prior years, the Commonwealth defeased certain general obligation and other bonds by placing the 
proceeds of the bonds in an irrevocable trust to provide for all future debt service payments on the 
refunded bonds. Accordingly, the trust’s account assets and liabilities for the defeased bonds are not 
included in the basic financial statements. For the year ended June 30, 2018 the Commonwealth had no 
defeased obligations. 
PBA, a blended component unit, has defeased certain revenue bonds in prior years by placing the 
proceeds of new bonds in an irrevocable trust to provide for all future debt service payments on the old 
debts. Accordingly, the trust’s account assets and liabilities for the defeased bonds are not included in 
the statement of net position. As of June 30, 2018, approximately $659.9 million of PBA’s bonds are 
considered defeased. 
During prior years, COFINA, a blended component unit, issued certain refunding bonds, the proceeds of 
which were placed in an irrevocable trust to provide for all future debt service payments on the refunded 
COFINA Series 2009A and 2009B bonds. The outstanding balance of the advance refunded bonds was 
approximately $31.7 million at June 30, 2018. 

(g) Notes Payable to GDB, Other Discretely Presented Component Units and Financial Institution 
The Commonwealth financed certain long-term liabilities through GDB and other discretely presented 
component units, within both Governmental and Business-type activities. The outstanding balance at 
June 30, 2018 on the financing provided by GDB and other discretely presented component units 
presented within notes payable in the statement of net position-Governmental Activities, comprises the 
following (in thousands): 

 

Notes payable to GDB:
DOT $ 761,212  
SCPT 345,841  
PROMB 265,471  
PBA 182,160  
DOE 106,308  
DTPW 82,870  
Correction Administration 82,489  
UPRCCC 120,482  
DOA 65,225  
EQB 2,225  
PRDOJ 49,846  
PRDOH 44,158  
PRIFA 49,338  
PRPOB 31,679  
DOH 16,428  
SCB 27,489  
Court Administration Office 34,033  
DRS 18,167  

$ 2,285,421  

Notes payable to component units:
SIFC $ 100,000  
AACA 2,000  

$ 102,000  

Note payable to financial institution $ 23,764  
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Notes Payable to GDB 
(i) Governmental Activities 

The Commonwealth has entered into the following line of credit agreements with GDB (all within 
Governmental Activities) which were due and recorded as a fund liability in the General Fund as of 
June 30, 2018 (in thousands): 

 
As of June 30, 2018, the DOT had entered into various lines of credit agreements with GDB 
amounting to approximately $2.7 billion for different purposes, bearing fixed and variable interest 
rates, and various maturity dates as summarized below (in thousands): 

 

government agencies’ debt months LIBOR (7%) September 30, 2012 $ 100,000 57,597

DOT To cover operational needs of 125 bp over three September 30, 2013 –
catastrophic disaster funds months LIBOR (7%) September 30, 2015 79,930 35,655

DOT To fund information 125 bp over GDB’s
technology project commercial paper

rate (7%) June 30, 2008 14,782 11,652

DOT Purchase of mobile X-ray 125 bp over three
machines months LIBOR (7%) June 30, 2008 12,000 2,104

DOT To pay lawsuits against
The Commonwealth 6 % June 30, 2018 160,000 113,685

Office of Veteran’s To fund improvements to
Ombudsman veteran’s facilities 6 % March 31, 2015 7,500 292

$ 374,212 220,985

Lines Outstanding
Purpose Interest rate Maturity of credit balance

To finance payroll and operational
expenditures of the Commonwealth
for fiscal year 2006 7.00% June 30, 2040 $ 741,000  141,211  

Resources to meet appropriations in
annual budget of the
Commonwealth (fiscal year 2004)
and federal programs expenditures 7.00% June 30, 2040 640,000  92,370  

To finance capital improvements
projects of agencies and
municipalities 7.00% June 30, 2019 130,000  71,578  

To finance capital improvements of
several governmental agencies 7.00% June 30, 2040 105,000  58,973  

To partially fund monthly principal
and interest deposits required for 150 bp over
2013 debt service of General PRIME, but not
Obligation and Revenue Bonds less than 6% June 30, 2042 384,496  63,135  
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During the fiscal year 2018, there were no annual appropriations from the Commonwealth of Puerto 
Rico’s budget to pay lines of credit of the Commonwealth or any instrumentalities, including 
component units, and other governmental entities. 
On November 21, 2002, Resolution No. 1028 from the Legislature authorized GDB to provide a line 
of credit financing for $500 million to the SCPT for the construction and rehabilitation of housing, 
construction and improvements of electric, water and sewage systems; repair and improvements of 
streets and sidewalks; construction and improvement of recreational facilities, and to develop 
initiatives for economic self-sufficiency for the residents of a selected group of displaced and 
economically disadvantaged communities, all encompassed within the Special Communities 
Program initiated with the creation of the SCPT by Act No. 271-2002. This non-revolving line of credit, 
originally for a ten-year term, was extended on June 30, 2012 to a maturity date of June 30, 2040. 
Effective October 2009, the interest rate on this line was set at 7%. Annual payments on the line are 
determined using a 30-year amortization table based on the principal and interest balance as of 
December 31 of each year, and a 4% interest penalty is carried on late payments. Legislative 
Resolution No. 1762 of September 18, 2004, established that the principal plus accrued interest of 
this line would be repaid from Commonwealth’s legislative appropriations as established by the 
PROMB. The outstanding balance of this line as of June 30, 2018, amounted to approximately 
$345.8 million. 
On May 23, 2012, the PROMB entered into a $100 million line of credit agreement (amended during 
fiscal year 2016 to a maximum of $178 million) with GDB to cover costs of the implementation of the 
third phase of Act No. 70-2010. Borrowings under this line of credit bear interest at prime rate plus 
1.50% with a floor of 6%. The amended line of credit matures on July 31, 2037. As of June 30, 2018, 
approximately $115.5 million was outstanding. On June 5, 2006, the PROMB entered into a 
$150 million line of credit agreement with GDB to provide economic assistance for disasters and 
emergencies. Borrowings under this line of credit agreement bear interest at variable rates based on 
125 basis points over three-month LIBOR and were payable upon the original maturity of the line of 
credit on September 30, 2011. On July 22, 2011, PROMB and GDB amended the $150 million line 
of credit agreement to extend its maturity date to July 30, 2022. In addition, the agreement was 
converted to a revolving line of credit bearing interest at 150 basis points over prime rate, but in no 

Lines Outstanding
Purpose Interest rate Maturity of credit balance

To fund monthly principal and interest
deposits required for the 2014 debt
service of the General Obligation
and Revenue Bonds 6.00% June 30, 2043 $ 319,645  50,419  

To finance certain capital 150 bp over
improvement projects PRIME, but not

less than 6% June 30, 2043 100,000  34,789  
To finance certain capital 150 bp over

improvement projects PRIME, but not
less than 6% June 30, 2041 215,000  21,096  

Acquisition of Salinas Correctional 125 bp over 3
Facilities month LIBOR June 30, 2040 15,000  6,118  

To pay invoices presented to the
Treasury Department related to
Act No. 171 “Ley de Manejo de
Neumátuicos” 7.00% June 30, 2019 22,100  538  

Total $ 2,672,241  540,227  
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event may such rate be less than 6% per annum. As of June 30, 2018, approximately $150 million 
was outstanding. Both lines of credit for the aggregate outstanding balance of approximately 
$265.5 million are payable from Commonwealth’s legislative appropriations. 
On August 18, 2010, GDB provided PBA a non-revolving credit facility in the maximum principal 
amount of approximately $93.6 million bearing interest at a fluctuating annual rate equal to Prime 
rate, plus 150 basis points, provided that such interest cannot be less than 6%, or at such other rate 
determined by GDB. The proceeds of the facility were used for construction projects development. 
The line is due on June 30, 2044 and is payable from the proceeds of future revenue refunding bond 
issuance of PBA. As of June 30, 2018, approximately $51 million was outstanding. PBA also 
maintains a $75 million line of credit agreement with GDB for payment of operational expenses. 
Borrowings under this line of credit agreement bear interest at a fixed rate of 7% and are payable 
upon maturity on June 30, 2018. As of June 30, 2018, approximately $64.7 million was outstanding. 
In addition, on May 2, 2008, PBA executed two Loan Agreements with GDB for the interim financing 
of its Capital Improvement Program in an amount not to exceed approximately $226 million, bearing 
interest at 6%. The loans and the accrued interest are due on June 30, 2044 and are payable from 
the proceeds of the future revenue refunding bond issuance of PBA. The loans are divided into 
approximately $209 million on a tax-exempt basis and approximately $16.9 million on a taxable 
basis. As of June 30, 2018, approximately $66.4 million remains outstanding. 
On February 6, 2003, the DOE entered into a $25 million line of credit agreement with GDB for the 
purchase of equipment and for school improvements. Borrowings under this line of credit agreement 
bear interest at a fixed rate of 7% and are payable upon the maturity of the line of credit on June 30, 
2018. As of June 30, 2018, approximately $4.6 million was outstanding. On August 4, 2002, the DOE 
entered into an additional $140 million line of credit agreement with GDB in order to reimburse the 
DOT for payments made on their behalf for state funds used to fund federal program expenditures. 
Borrowings under this line of credit agreement bear interest at a fixed rate of 7% and are payable 
upon the maturity of the line of credit on June 30, 2040. As of June 30, 2018, approximately 
$101.7 million was outstanding. Both lines of credit for the aggregate outstanding balance of 
approximately $106.3 million are payable from Commonwealth’s legislative appropriations. 
The DTPW of the Commonwealth entered into five line of credit agreements with GDB amounting to 
$104 million for improvement and maintenance of roads around the island. Borrowings under these 
lines of credit bear interest at a 7% rate and are payable upon maturity of the line of credit on June 30, 
2040. As of June 30, 2018, approximately $82.9 million was outstanding, which is payable from 
Commonwealth’s legislative appropriations. 
On May 12, 2004, the Correction Administration of the Commonwealth (CA) entered into a 
$60 million line of credit agreement with GDB for improvements to certain correctional facilities. 
Borrowings under this line of credit agreement bear interest at a fixed 7% rate and are payable upon 
the maturity of the line of credit on June 30, 2018. As of June 30, 2018, approximately $18.1 million 
was outstanding, which is payable from Commonwealth’s legislative appropriations. In addition, on 
November 24, 2010, the CA entered into an $80 million line of credit agreement with GDB for the 
construction of a new correctional medical center. Borrowings under this line of credit agreement 
bear interest at a rate per annum equal to Prime Rate, plus 150 basis points, but in no event may 
such rate be less than 6% per annum nor greater than 12% per annum and are payable upon the 
maturity of the line of credit on June 30, 2040. As of June 30, 2018, approximately $64.4 million was 
outstanding which is payable from Commonwealth’s legislative appropriations. 
On August 22, 2007, UPRCCC entered into an $18 million non-revolving line of credit agreement 
with GDB to build the UPRCCC’s administrative offices and research facilities. On May 29, 2008, the 
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agreement was amended, mainly to increase the maximum borrowing amount to $75 million, to 
extend the maturity date up to October 31, 2021, and to finance the construction of the hospital and 
radiotherapy facilities. The balance was to be repaid commencing in fiscal year 2015. The 
non-revolving line bears interest at a fixed rate of 6%. As of June 30, 2018, approximately 
$31.9 million was outstanding. On November 18, 2013, the UPRCCC entered into another 
non-revolving line of credit facility with GDB up to an aggregate principal amount not to exceed 
$196 million, for the construction and development of a ninety-six-bed hospital, a multi-disciplinary 
outpatient clinic, a diagnostic imaging center and a medical oncology infusion unit in a land lot 
property of the UPRCCC located in San Juan. The line of credit, including interest at a fixed rate of 
6.5%, is payable in 28 consecutive annual installments, commencing on the last business day of 
December 2016. As of June 30, 2018, approximately $88.5 million was outstanding. Both lines of 
credit for the aggregate outstanding balance of approximately $120.4 million are payable from 
Commonwealth’s legislative appropriations. 
On August 9, 1999, the DOA entered into a $125 million non-revolving line of credit agreement with 
GDB to provide economic assistance to the agricultural sector, which sustained severe damages 
caused by Hurricane Georges in 1998. As of February 24, 2004, the line of credit increased by 
$50 million resulting in a total amount of $175 million. Borrowings under this line of credit agreement 
bear interest at a fixed rate of 7% and are payable upon the maturity of the line of credit on June 30, 
2040. As of June 30, 2018, approximately $65.2 million was outstanding, which is payable from 
Commonwealth’s legislative appropriations. 
On October 2, 2002, PRDOJ entered into a $90 million line of credit agreement with GDB for the 
financing of 12 public improvement projects for the Municipality of Ponce pursuant to a court order. 
Borrowings under this line of credit agreement bear interest at variable rates and are payable upon 
the maturity of the line of credit on June 30, 2018. On August 8, 2005, the PRDOJ entered into an 
amended agreement to increase the aforementioned line of credit from $90 million to $110 million to 
cover various additional projects in Ponce, pursuant to the same court order. Borrowings under the 
new amended line of credit agreement bear interest at a 7% rate and are payable upon the maturity 
of the line of credit on June 30, 2040. As of June 30, 2018, the aggregated balance outstanding 
under this amended line of credit agreement amounted to $49.8 million which, is payable from 
Commonwealth’s legislative appropriations. 
On February 18, 2005, PRIFA entered into a $40 million credit agreement with GDB for the 
construction of an auditorium for the Luis A. Ferré Fine Arts Center. Borrowings under this line of 
credit agreement bear interest at a fixed rate of 7% and are payable upon maturity of the loan 
agreement on June 30, 2040. As of June 30, 2018, approximately $4.8 million related to this credit 
agreement was outstanding. On June 1, 2009, PRIFA entered into an additional $7.8 million 
revolving line of credit agreement with GDB to provide financing for costs incurred by PRIFA under 
certain American Recovery and Reinvestment Act Programs (the ARRA programs). Borrowings 
under this line of credit agreement bear interest at variable rates based on 150 basis points over the 
prime rate and were payable upon the maturity of the line of credit on January 31, 2016. As of 
June 30, 2018, the outstanding balance of this line of credit agreement amounted to approximately 
$7.1 million. On March 8, 2012, PRIFA also entered into a $35 million line of credit agreement with 
GDB for the acquisition, refurbishments, and maintenance of certain real estate properties that are 
mostly occupied by various governmental agencies. This credit facility is secured by a mortgage lien 
on the property. This line of credit matured on June 30, 2017, and bears interest at 150 basis points 
over the prime rate, with a minimum interest rate of 6%. As of June 30, 2018, the outstanding balance 
of this line of credit agreement amounted to approximately $37.4 million. The three lines of credit for 

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 162 of 471



COMMONWEALTH OF PUERTO RICO 
Notes to Basic Financial Statements 

June 30, 2018 

 157 

the aggregate outstanding balance of approximately $49.3 million are payable from 
Commonwealth’s legislative appropriations. 
On August 2003, the PRDOH entered into a $30 million line of credit agreement with GDB in order 
to repay certain outstanding debts that the PRMeSA had with other agencies and suppliers. 
Borrowings under this line of credit agreement bear interest at a fixed rate of 7% and are payable 
upon maturity of the line of credit on June 30, 2040. As of June 30, 2018, approximately $21.3 million 
related to this line of credit agreement was outstanding. On November 8, 2004, the PRDOH entered 
into an additional $58.5 million line of credit agreement with GDB for the financing of a project of the 
PRDOH and PRMeSA. Borrowings under this line of credit agreement bear interest at variable rates 
based on 150 basis points over GDB’s commercial paper rate and are payable upon the maturity of 
the line of credit on June 30, 2040. As of June 30, 2018, the outstanding balance of this line of credit 
agreement amounted to approximately $19.6 million, which is payable from Commonwealth’s 
legislative appropriations. On February 14, 2008, the PRDOH also entered into an additional 
$8 million line of credit agreement with GDB to cover costs of treatment, diagnosis, and 
supplementary expenses during fiscal year 2008 in conformity with Act No. 150-1996. Borrowings 
under this line of credit agreement bear interest at variable rates based on 125 basis points over 
three-month LIBOR and are payable upon maturity of the line of credit on June 30, 2040. As of 
June 30, 2018, the outstanding balance of this line of credit agreement amounted to approximately 
$3.3 million, which is payable from Commonwealth’s legislative appropriations. 
On July 29, 2004, the PRPOB entered into a $45 million line of credit agreement with GDB for the 
acquisition of vehicles and high technology equipment. Borrowings under this line of credit 
agreement bear interest at a fixed rate of 7% and are payable upon the maturity of the line of credit 
on June 30, 2040. The outstanding balance of this line of credit agreement amounted to 
approximately $31.7 million as of June 30, 2018, which is payable from the Commonwealth’s 
legislative appropriations. 
On February 15, 2002, the SCB entered into a $35 million line of credit agreement with GDB for the 
SCB parking’s construction. Borrowings under this line of credit agreement bear interest at a fixed 
rate of 7% and are payable upon the maturity of the line of credit on June 30, 2040. As of June 30, 
2018, approximately $15.5 million remained outstanding from the line of credit agreement, which is 
payable from the Commonwealth’s legislative appropriations. On February 9, 2012, the SCB entered 
into an additional $15 million line of credit agreement with GDB for permanent improvements of 
existing buildings. Borrowings under this line of credit agreement bear interest at 150 basis points 
over prime rate and may not be less than 6% nor greater than 12% per annum and were payable 
upon maturity of the line of credit on June 30, 2018. As of June 30, 2018, approximately $6.5 million 
was outstanding, which is payable from Commonwealth’s legislative appropriations. On 
December 17, 2014, the SCB entered into another $15 million line of credit agreement with GDB for 
permanent improvements to the Capitol District. Borrowings under this line of credit agreement bear 
interest at the fixed rate of 5.8% and are payable upon maturity of the line of credit on June 30, 2024. 
As of June 30, 2018, approximately $5.5 million was outstanding. 
On March 8, 2007, the DOH entered into a $19 million line of credit agreement with GDB, to 
reimburse the Puerto Rico Housing Finance Authority (PRHFA), a blended component unit of GDB, 
for certain advances made for a revitalization project. Borrowings under this line of credit agreement 
bear interest at a variable rate of three-month LIBOR plus 1.25%, not to exceed 5%, and are payable 
upon maturity of the line of credit on June 30, 2040. As of June 30, 2018, the line of credit has an 
outstanding balance of approximately $5.2 million, which is payable from the proceeds of the sale of 
properties. On December 3, 2007, the DOH entered into an additional $30 million line of credit 
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agreement with GDB for the purchase of Juan C. Cordero Dávila building. Borrowings under this line 
of credit agreement bear interest based on 75 basis points over three-month LIBOR and are payable 
upon maturity of the line of credit on February 28, 2038. As of June 30, 2018, approximately 
$11.2 million related to this line of credit agreement was outstanding, which is payable from future 
rental revenues. 
On January 18, 2005, the DRS entered into a $17.2 million line of credit agreement with GDB for the 
development of a series of recreational projects at different municipalities. Borrowings under this line 
of credit agreement bear interest at a fixed rate of 7% and are payable upon the maturity of the line 
of credit on June 30, 2040. As of June 30, 2018, approximately $500 thousands was outstanding. 
Also, on February 9, 2004, DRS entered into a $16 million line of credit agreement with GDB for the 
development and improvement of recreational facilities. Borrowings under this line of credit 
agreement bear interest on the unpaid principal amount of each advance at a fixed rate of 7% and 
were payable upon the maturity of the line of credit on June 30, 2018. As of June 30, 2018, 
approximately $600 thousands was outstanding, which is payable from Commonwealth’s legislative 
appropriations. An additional line of credit agreement was entered into between GDB and DRS in 
the maximum principal amount of approximately $13 million bearing interest on the unpaid principal 
amount of each advance at a fixed rate of 7% and are payable upon the maturity of the line of credit 
on June 30, 2040. The proceeds of the line of credit were used for development and improvement of 
recreational facilities. As of June 30, 2018, approximately $8.2 million was outstanding, which is 
payable from Commonwealth’s legislative appropriations. 
On July 23, 2014, Act No. 107 was approved, creating the National Parks Program of the 
Commonwealth (NPP), which among other provisions, merged the National Parks Corporation of 
Puerto Rico (NPCPR), then a discretely presented component unit, into a program within the DRS, 
NPCPR then ceased to exist as a separate legal entity. With this transaction, the program brought 
three separate line of credit agreements with GDB into DRS. On August 17, 2007, NPP entered in a 
$10 million line of credit in order to finance an early retirement program in response to Act 
No. 70-2007. Borrowings under this line of credit agreement bear interest based on a fixed rate of 
7%, and principal and interest are payable on October 31 of each year until December 31, 2018. The 
source for the repayment comes from revenues collected by NPP during the first four months of the 
year and thereafter until 2018. As of June 30, 2018, approximately $3.2 million was outstanding. On 
February 6, 2003, NPP entered in a $9.3 million line of credit in order to finance the improvements 
of certain parks, seaside facilities and buildings of NPP. Borrowings under this line of credit 
agreement bear interest based on a variable rate (7% as of June 30, 2018). Principal and interest 
are payable annually through June 30, 2040 and the source for the repayment comes from legislative 
appropriations. As of June 30, 2018, approximately $1.1 million was outstanding. During 2003, NPP 
entered into a $12 million line of credit in order to finance the acquisition of a certain land lot. 
Borrowings under this line of credit agreement bear interest based on a variable rate (7% as of 
June 30, 2018). Principal and interest are payable annually through June 30, 2040, and the source 
for the repayment comes from future Commonwealth’s legislative appropriations. As of June 30, 
2018, approximately $4.5 million was outstanding. 
On February 27, 2014, the Court Administration Office entered into an additional $50 million line of 
credit agreement with GDB for the development of several priority projects pursuant to its strategic 
plan and to fund additional operational commitments. Borrowings under this line of credit agreement 
bear interest at 150 basis points over prime rate and may not be less than 6% nor greater than 12% 
per annum and are payable upon maturity of the line of credit on July 31, 2027. As of June 30, 2018, 
approximately $34 million was outstanding, which is payable from future custom duty taxes. 
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On September 18, 2003, the EQB entered into a $11 million line of credit agreement with GDB for 
the federal funds matching requirements related to the Clean Water State Revolving Funds. 
Borrowings under this line of credit agreement bear interest at a variable rate of 150 basis points 
over Prime Rate calculated on a quarterly basis with a floor of 6% and are payable annually through 
March 31, 2017. If there is any unpaid principal amount after the maturity date, the interest rate will 
increase 200% of the applicable interest rate at such date. The interest payable will be accrued daily. 
As of June 30, 2018, approximately $2.2 million remained outstanding from the line of credit 
agreement, which is payable from the Commonwealth’s legislative appropriations. 

Notes Payable to Discretely Presented Component Units 
Act No. 80-2015 was approved with the objective of addressing the Commonwealth’s projected cash flow 
deficiencies for fiscal year 2015. This Act, among other provisions, specifically authorized the SIFC, 
PRTC, AACA, EDB, PRIDCO and the DEDC to grant loans and/or special contributions to the DOT, in 
the aggregate amount of $125 million. On June 5 and 9, 2015, SIFC and AACA granted loans to the DOT 
under the provisions of this Act in the amounts of $100 million and $2 million, respectively, which are 
payable from the Commonwealth’s legislative appropriations. These loans bear interest at a rate of 1%, 
and principal and interest will be payable on an annual basis, effective July 31, 2017. The loan granted 
by ACAA matures on July 31, 2022, and that granted by SIFC matures on July 31, 2032. As of June 30, 
2018, approximately $102 million remained outstanding. 
Notes Payable to Financial Institutions 
On December 26, 2013, the General Service Administration entered into a $33.3 million non-revolving 
line of credit agreement with a financial institution for the purchase of four helicopters to be used by the 
PRPOB, through a lease agreement between both government agencies. Such lease agreement has 
been assigned as the line of credit repayment source, which in turn will be sustained with annual future 
Commonwealth legislative appropriations in the amounts necessary to cover the required debt service 
of the line of credit. This obligation is payable in seven equal, annual and consecutive installments 
commencing on July 15, 2014, plus interest payable on July 15 and January 15 of every year beginning 
on July 15, 2014, at an interest rate based on the financial institution cost of funds, as defined, plus 0.25 
basis points. The interest rate as of June 30, 2018, was 3.0204%. The good faith, credit and taxing power 
of the Commonwealth are irrevocably pledged for the prompt payment of principal and interest on this 
obligation. As of June 30, 2018, approximately $23.8 million was outstanding. Debt service requirements 
in future years were as follows (in thousands): 

 

Principal Interest Total

Year ending June 30:
2019 14,258  1,528  15,786  
2020 4,753  218  4,971  
2021 4,753  73  4,826  

Total $ 23,764  1,819  25,583  
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(ii) Business-type activities – At June 30, 2018, the following comprised the notes payable to GDB (in 
thousands): 

 
On October 14, 2010, the Legislature approved a new article 9A to Act No. 66-1978, by which it 
authorized PRMeSA, a blended component unit, to incur on an obligation of up to $285 million to be 
deposited in a special GDB account and to be used for payment of debts to suppliers, agencies and 
a reserve fund for self-insurance of PRMeSA, and to provide operational liquidity to ease PRMeSA’s 
fiscal situation. GDB was named fiscal agent to administer and monitor the use of these funds. The 
Commonwealth is required to honor the payment of this obligation with future legislative 
appropriations to be made every year until fiscal year 2041–2042. Borrowings under this line of credit 
agreement bear interest at variable rates based on 150 basis points over the prime rate. No 
legislative appropriations have been made since 2015 to cover the principal payments as they have 
become due. As of June 30, 2018, approximately $282.4 million was outstanding. 
On March 14, 2011, PRHIA, a blended component unit, entered into a credit agreement with GDB in 
order to pay its obligations to healthcare insurers incurred prior to fiscal year 2010. The aggregate 
principal amount of the non-revolving line of credit was $186 million. This line is payable in nine 
payments of $20.7 million each due on March 14 of the years 2015 through 2023, through future 
Commonwealth annual legislative appropriations. Interest is accrued at a fluctuating annual rate of 
interest equal to the greater of 150 basis points over the prime rate or 6%. No legislative 
appropriations were made in 2016, 2017 or 2018 to cover the principal payments scheduled for 
March 14, 2016, 2017 and 2018. As of June 30, 2018, the outstanding principal balance amounted 
to approximately $183.3 million. 
On August 29, 2014, the PPA, a blended component unit, entered into an $60 million line of credit 
agreement with GDB to cover the operational, maintenance, equipment acquisition and permanent 
improvement costs of the Ports of the Americas Rafael Cordero Santiago, pursuant to the provisions 
of Act No. 240-2011, which created the PPA (assets are owned by PA as of June 30, 2017). 
Borrowings under this line of credit agreement bear interest based on the rates borne by the general 
obligation of the Commonwealth. These rates should be revised on a quarterly basis provided, 
however, that the interest may never be less than 7% nor greater than 12%. Interest during fiscal 
year 2018 was 7.78%. The line of credit has a maturity of June 30, 2044, and its principal and interest 
payments are payable through annual legislative appropriations. As of June 30, 2018, the 
outstanding principal balance was approximately $20.9 million, which is payable from future 
Commonwealth’s legislative appropriations. 

(h) Obligations under Capital Lease Arrangements 
The Commonwealth’s Governmental Activities are obligated under capital leases with third parties that 
expire through 2044 for land, buildings, and equipment. The present value of future minimum capital 

PRMeSA $ 282,445  
PRHIA 183,251  
PPA 20,863  

Notes payable to GDB $ 486,559  
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lease payments at June 30, 2018 reported in the accompanying government-wide statement of net 
position was as follows (in thousands): 

 
Leased land, buildings, and equipment under capital leases included in capital assets at June 30, 2018, 
include the following (in thousands): 

 
Amortization applicable to capital leases and included within depreciation expense of capital assets 
amounted to approximately $15.6 million in 2018. 

(i) Net Pension Liability 
The amount reported as net pension liability in the government-wide financial statements of 
approximately $38.8 billion of which approximately $663.6 million is due within one year at June 30, 
2018, represents the Primary Government’s proportionate share of the ERS calculation of the net 
pension liability measured as the total pension liability less the amount of the ERS’ fiduciary net position, 
plus the sum of the full TRS and JRS measure of its total pension liability less the amount of its 
corresponding fiduciary net positions (see Note 18). 

(j) Total Other Postemployment Benefit Liability 
The amount reported as total other postemployment benefit liability in the government-wide financial 
statements of approximately $1.3 billion at June 30, 2018 represents the Primary Government’s 
proportionate share of the ERS calculation of the total other postemployment benefit liability, plus the 
sum of the full TRS and JRS measure of its total other postemployment benefit liability (see Note 19). 

Year ending June 30:
2019 $ 32,523  
2020 32,408  
2021 32,014  
2022 29,549  
2023 28,699  
2024-2028 143,335  
2029-2033 124,361  
2034-2038 88,048  
2039-2043 88,048  
2044 7,337  

Total future minimum lease payments 606,322  

Less amount representing interest costs (314,589) 

Present value of minimum lease payments $ 291,733  

Land $ 7,960  
Buildings 398,660  
Equipment 3,707  

Subtotal 410,327  

Less accumulated amortization (99,287) 

Total $ 311,040  
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(k) Compensated Absences 
Long-term liabilities include approximately $491.6 million and $16.2 million of accrued compensated 
absences recorded as Governmental and Business-type activities, respectively, at June 30, 2018. 

(l) Obligation for Unpaid Lottery Prizes 
The amount reported as unpaid lottery prizes represents the lottery prizes payable of the Lottery of Puerto 
Rico (commonly known as Traditional Lottery) and the Additional Lottery System (commonly known as 
Lotto) jointly known as the Lotteries at June 30, 2018. The minimum annual payments related to unpaid 
awards of both lotteries were as follows (in thousands): 

 
The minimum annual payments related to unpaid awards of Lotto include an unclaimed prizes liability 
(not lapsed) of approximately $7 million at June 30, 2018, which is reported as prizes payable – current 
portion. 
The liability for unpaid lottery prizes is reported in Business-type activities of the accompanying statement 
of net position and statement of net position of the proprietary funds. 

(m) Voluntary Termination Benefits Payable 
On July 2, 2010, the Commonwealth enacted Act No. 70 to establish a program that provides early 
retirement benefits or economic incentives for voluntary employment termination to eligible employees, 
as defined. Act No. 70-2010 applies to agencies and component units whose budgets are funded in 
whole or in part by the General Fund. 
Act No. 70-2010 established that early retirement benefits (early retirement program) will be provided to 
eligible employees that have completed between 15 to 29 years of credited services in the Retirement 
System and will consist of bi-weekly benefits ranging from 37.5% to 50% of each employee’s salary, as 
defined. Pursuant to Act No. 70-2010, the Commonwealth, as employer, will continue making the 
applicable employer contributions to the Retirement System, as well as covering the annuity payments 
to the employees opting for early retirement, until both the years of service and age requirements for full 
vesting would have occurred, at which time the applicable Retirement System will continue making the 
annuity payments. 
Economic incentives are available to eligible employees who have less than 15 years of credited service 
in the Retirement System (incentivized resignation program) or who have at least 30 years of credited 
service in the Retirement System and who have the age for retirement (incentivized retirement program). 
Economic incentives will consist of a lump sum payment ranging from one month to six months’ salary 
based on employment years. 

Principal Interest Total

Year ending June 30:
2019 $ 91,612  8,940  100,552  
2020 11,363  8,315  19,678  
2021 9,725  7,457  17,182  
2022 8,606  6,952  15,558  
2023 7,455  6,190  13,645  
2024–2028 24,636  19,734  44,370  
2029–2033 10,893  7,982  18,875  
2034 334  191  525  

Total $ 164,624  65,761  230,385  
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Additionally, eligible employees that choose to participate in the early retirement program or in the 
incentivized resignation program are eligible to receive health plan coverage for up to 12 months in a 
health plan selected by management of the Commonwealth. 
Act No. 70 allows certain component units of the Commonwealth that operate with their own resources 
to implement a similar program that provides benefits for early retirement or economic incentives for 
voluntary employment termination to eligible employees, as defined. The benefits and the requirements 
are the same as provided by Act No. 70, except as follows: in the early retirement benefit program, the 
component unit will make the employee and employer contributions to the Retirement System and pay 
the corresponding pension until the employee complies with the requirements of age and 30 years of 
credited service in the Retirement System; and in the incentivized retirement program, the component 
unit will make the employee and the employer contributions to the Retirement System for a five-year 
period. 
On December 8, 2015, Act 211 was signed, called the “Voluntary Pre-Retirement Program” (the 
“Program”). It was created to establish a program that identifies eligible employees, who can be 
separated voluntarily and incentivized from their employment before they meet the requirements to retire. 
The purpose of this program is to offer incentives for personnel who have been contributing to the 
Retirement System (the “System”) before April 1, 1990 under the Act No. 447-1951 or who began to 
contribute at a later date, and have made all the corresponding payments before April 1, 1990, without 
having received a refund of their contributions and who at least have 20 years of service registered. 
To ensure that this program does not affect the services to the citizenship or the operation of the 
agencies, only career employees who occupy positions which do not provide direct services, that are not 
essential for the operation of the agency or whose positions could be occupied by transfers within and 
between agencies may participate in the program. Essential service positions are those positions whose 
functions are specialized, essential or indispensable to the effective operation of the agency, so that it 
can serve the public purpose for which it was created as a governmental body. 
At June 30, 2018, unpaid long-term benefits granted in Act No. 70-2010 and Act. No. 211-2015 were 
discounted at interest rates that ranged from 1% to 3.54% at the Primary Government level and from 1% 
to 2.58% at the component units level. 
On April 18, 2018 the Commonwealth enacted Order OA-2018-04 for the Department of Education and 
Order OA-2018-06 for the Public Security Department. The purpose of these orders is to provide 
economic incentives for voluntary employment termination to eligible employees. 
The incentives offered by the order OA-2018-04 in the Department of Education if termination was 
presented on or before May 2018 included 12 months paid salary and $100/month for medical insurance 
payment. If termination was presented after May 2018 the incentives were 8 months paid salary and 
$100 a month for medical insurance payment. All benefits are to be paid monthly. 
The Public Security Department order OA-2018-06 offers incentives which were separated between 
officers (Rank employees) and civil employees. For officers the incentives included 9 months’ salary and 
$100/month medical insurance payment if termination was presented on or before May 2018. If 
termination was presented after May 2018 the benefits were reduced to 6 months’ salary and $100/month 
for medical insurance payments. Civil employees’ benefits included 6 months’ salary and $100/month for 
medical insurance payment if termination presented on or before May 2018 and 4 months’ salary and 
$100/month medical insurance payment if termination was presented afterwards. 
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(n) Liability for Unemployment, Disability and Health Insurance 
The Commonwealth provides unemployment compensation, occupational disability, and drivers’ 
insurance coverage to public and private employees through various insurance programs administered 
by the DLHR. These insurance programs cover workers against unemployment, temporary disability, or 
death because of work or employment related accidents or because of illness suffered as a consequence 
of their employment. 
Also, the Commonwealth, through PRHIA (a blended component unit), is responsible for implementing, 
administering, and negotiating a health insurance system, through contracts with insurance underwriters, 
to provide quality medical and hospital care to the Commonwealth residents regardless of their financial 
condition and capacity to pay. PRHIA pays a monthly premium to such insurance underwriters based on 
a contracted premium and the number of members subscribed in the health plan. Funds to pay for such 
premiums are requested from the Commonwealth, net of funds available for such purposes from all other 
sources. 
Under the provisions of Act No. 105-2002, which amends Act No. 72-1993, PRHIA was authorized to 
negotiate directly with health providers under a pilot program. PRHIA has, since then, entered into 
different direct contracts to cover the insured population of different regions and municipalities. Since 
November 1, 2006 through September 1, 2010, PRHIA directly contracted providers that served 
approximately 190,000 lives from the metro north region. At June 30, 2011, PRHIA has direct contracting 
projects with the municipalities of Vieques and Guaynabo, and effective October 1, 2011, the projects 
were expanded to cover the west, the metro north, the north, San Juan, the northeast, and the virtual 
regions under a new arrangement with a new insurance underwriter as third-party administrator. In 
addition, PRHIA implemented certain cost containment strategies to control costs, such as establishing 
a co-payment that applies for the unjustified use of emergency rooms, detection and control of 
prescription drug overuse, implementation of a disease management program for respiratory conditions, 
modification of provider fees, and better coordination of benefits for members of the population that have 
other medical insurance. 
PRHIA establishes a liability to cover the estimated amount to be paid to providers based on experience 
and accumulated statistical data. The estimates of medical claims incurred but not reported and other 
medical expense payments is developed using actuarial methods and assumptions based upon payment 
patterns, inflation of medical costs, historical developments, and other relevant factors. 
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The following table provides a reconciliation of the beginning and ending liability for incurred but unpaid 
benefits and benefit adjustment expenses for the period ended June 30, 2018 (in thousands): 

 
The liability for benefits claims is reported as a liability for unemployment, disability and health insurance 
in the Business-type activities of the accompanying statement of net position and in the statement of net 
position of the proprietary funds. The liability as of June 30, 2018, amounts to approximately 
$175.2 million. 

(o) Other Long-Term Liabilities 
The remaining long-term liabilities of Governmental Activities at June 30, 2018 include (in thousands): 

 
As described in Note 11, the Commonwealth has a debt obligation with the U.S. Army Corps of Engineers 
in relation to its estimated allocated share of the construction costs associated with the Cerrillos Dam 
and Reservoir Project. Late in April 2011, the Commonwealth received a final debt agreement from the 
U.S. Army Corps of Engineers establishing a repayment schedule for its allocated share of the 
construction costs associated with the Cerrillos Dam and Reservoir Project, amounting to $214 million, 
excluding those costs for items built for recreational purposes. On October 10, 2012, the U.S. Army 
Corps of Engineers placed such debt into the U.S. Treasury Department Offset Program (the Offset 
Program) until May 2013 (the month in which the Offset Program was stopped). On March 21, 2014, the 

Nonmajor
Unemploymen proprietary

PRHIA insurance funds Totals

Liability for incurred but
unpaid benefits and benefit
adjustment expenses
at July 1 $ 40,137  49,431  645  90,213  

Total incurred benefits 1,062,262  151,281  1,904  1,215,447  
Total benefit payments (978,993) (149,504) (1,976) (1,130,473) 

Liability for incurred but
unpaidbenefits and
benefit adjustment
expenses at June 30 $ 123,406  51,208  573  175,187  

Liability for legal claims and judgments
(note 17) $ 1,127,273  

Liability to U.S. Army Corps of
Engineers (note 11) 206,812  

Liability for custodial credit risk loss
and uncollectible loans receivable
of State Revolving Funds 188,965  

Accrued Employees’ Christmas bonus 61,252  
Liability for federal cost disallowances

(note 17) 57,418  
Other 42,943  

Total $ 1,684,663  
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U.S. Army Corps of Engineers granted certain concessions on this obligation of the Commonwealth by 
forgiving the balance already due and payable in the amount of $35.4 million and approving a new 
payment plan proposed by the Secretary of the DOT for the remaining debt obligation. This new payment 
plan reduced the interest rate from 6.063% to 1.50% and waived all cumulative penalty interest and fees, 
which reduced the annual payment from approximately $12.9 million to approximately $7.1 million for the 
remaining term of the debt. The new payment plan consists of 33 annual payments of $7.1 million, 
including interest, from June 7, 2014 until June 7, 2046. These concessions qualified as a troubled debt 
restructuring, where the total future cash payments specified by the new terms exceeded the carrying 
value of the old debt, including the accrued balance matured and payable of $35.4 million. Under such 
circumstances, the effects of the new terms are accounted for prospectively without modifying the 
carrying amount of the debt in the statement of net position. 
The unpaid allocated share of the construction costs associated with the Cerrillos Project amounted to 
approximately $160.8 million at June 30, 2018. Debt service requirements on this debt obligation at 
June 30, 2018 were as follows (in thousands): 

 
In addition, the Commonwealth has a debt obligation of approximately $46 million with the U.S. Army 
Corps of Engineers in relation to its estimated allocated share of the construction costs associated with 
the recreational part of the Cerrillos Dam and Reservoir Project, including accrued interest of 
approximately $7.4 million, at June 30, 2018. The final debt agreement with the U.S. Army Corps of 
Engineers for the recreational part of the Cerrillos Dam and Reservoir Project has not been finalized, and 
therefore, terms and conditions could differ from those estimated. The related debt is expected to be 
payable in annual installment payments over a 35-year period. However, the debt has been presented 
as a long-term liability payable after one year in the accompanying statement of net position since the 
commencement date of repayment has not yet been determined. 
The Commonwealth recorded a contingent liability for the custodial credit risk loss on deposits held at 
GDB by the Clean Water State Revolving Funds amounting to approximately $189 million at June 30, 
2018. 
The remaining other long-term liabilities within Business-type activities on June 30, 2018 are composed 
of an accrued capital related liabilities and a self-insurance reserve for approximately $4.2 million, 
corresponding to PRMeSA. 

Principal Interest Total

Year(s) ending June 30:
2019 $ 4,664  2,413  7,077  
2020 4,734  2,342  7,076  
2021 4,805  2,271  7,076  
2022 4,877  2,199  7,076  
2023 4,951  2,126  7,077  
2024–2028 25,889  9,495  35,384  
2029–2033 27,890  7,494  35,384  
2034–2038 30,045  5,339  35,384  
2039–2043 32,367  3,017  35,384  
2044–2047 20,609  621  21,230  

Total $ 160,831  37,317  198,148  
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Discretely Presented Component Units 
Appropriations bonds, bonds, and notes payable are those liabilities that are paid out of the discretely 
presented component units’ own resources. These obligations do not constitute a liability or debt of the 
Primary Government. 
(a) Commonwealth Appropriation Bonds 

Commonwealth appropriation bonds payable outstanding at June 30, 2018 were as follows (in 
thousands): 

 
Debt service requirements on the Commonwealth’s appropriation bonds payable with fixed maturities at 
June 30, 2018 were as follows (in thousands): 

 
The above schedule has been presented in accordance with original terms of the bonds payable and do 
not reflect the effects, if any, that may result from the PROMESA Title III proceedings or any other debt 
restructuring proceeding. Accordingly, the effects of the PROMESA Title III or any other debt restructuring 
proceeding may affect the carrying amounts, interest rates and the repayment terms. See Note 3 and 
Note 23 for additional information. 

Amounts
Maturity Balance at Balance at Due within

Component unit Interest rates through June 30, 2017 Additions Reductions June 30, 2018 one year

Major component units:
PRASA 3.10% – 6.50% 2032 $ 416,058  —  279  415,779  —  
GDB 3.10% – 6.50% 2032 3,336  3  —  3,339  260  

Sub-total 419,394  3  279  419,118  260  

Nonmajor component units 3.10% – 6.50% 2032 108,743  57  7  108,793  11,202  

Total $ 528,137  60  286  527,911  11,462  

Principal Interest Total

Year(s) ending June 30:
2019 $ 11,462  24,011  35,473  
2020 9,598  27,555  37,153  
2021 9,996  27,134  37,130  
2022 10,432  26,675  37,107  
2023 10,906  26,174  37,080  
2024–2028 164,146  120,052  284,198  
2029–2032 306,168  117,558  423,726  

522,708  $ 369,159  891,867  

Premium 5,262  
Discount (59) 

Total $ 527,911  
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(b) Revenue Bonds 
Revenue bonds outstanding at June 30, 2018 were as follows (in thousands): 

 
PREPA, a major discretely presented component unit, and PRIDCO, a nonmajor discretely presented 
component unit, have bonds that may have acceleration provisions contained in the Trust Agreements. 
Due to the fact that PREPA is currently a debtor in a Title III proceeding under PROMESA any action 
that would be taken to accelerate the bonds is subject to the automatic stay in that proceeding. Therefore, 
the acceleration provision is not relevant despite the fact that an event of default arguably exists under 
the Trust Agreement. As for PRIDCO, the Trustee has not sent a default notice or declared the defaulted 
principal on all bonds outstanding due and payable immediately subject to the applicable acceleration 
provisions. 
Debt service requirements on discretely presented component units’ revenue bonds with fixed maturities 
at June 30, 2018 were as follows (in thousands): 

 

Balance
at June 30, Balance Due

Maturity 2017 at June 30, within
Component Unit Interest rates through as restated Additions Reductions 2018 one year

Major component units:
GDB 2.96%–6.56% 2031 $ 116,477  —  78,847  37,630  12,221  
PRHTA 2.25%–6.50% 2046 4,336,313  5,692  21,235  4,320,770  213,010  
PREPA 4.00%–10.00% 2043 8,356,314  132,560  141,710  8,347,164  957,976  
PRASA 2.00%–6.125% 2056 3,979,826  —  54,329  3,925,497  78,356  
UPR 5.00%–5.63% 2036 491,155  —  26,141  465,014  25,695  

Sub-total 17,280,085  138,252  322,262  17,096,075  1,287,258  

Nonmajor component units 2.75%–6.75% 2036 1,295,702  289  84,469  1,211,522  303,412  

Total $ 18,575,787  138,541  406,731  18,307,597  1,590,670  

Principal Interest Total

Years ending June 30:
2019 $ 1,590,670  971,250  2,561,920  
2020 695,496  915,467  1,610,963  
2021 677,087  830,527  1,507,614  
2022 654,152  796,850  1,451,002  
2023 667,064  759,287  1,426,351  
2024-2028 2,995,075  2,673,846  5,668,921  
2029-2033 3,330,644  2,578,656  5,909,300  
2034-2038 3,205,222  1,742,526  4,947,748  
2039-2043 3,149,564  875,269  4,024,833  
2044-2048 960,004  203,410  1,163,414  
2049-2053 62,016  11,161  73,177  
2054-2058 723  274  997  

Total 17,987,717  $ 12,358,523  30,346,240  

Unaccreeted interest (135) 
Premium 356,454  
Discount (36,439) 

$ 18,307,597  
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The above schedule has been presented in accordance with original terms of the revenue bonds and do 
not reflect the effects, if any, that may result from the PROMESA Title III proceedings or any other debt 
restructuring proceeding. Accordingly, the effects of the PROMESA Title III or any other debt restructuring 
proceeding may affect the carrying amounts, interest rates and the repayment terms. See Note 3 and 
Note 23 for additional information. 
Changes in deferred outflows of resources related to losses on the refunding of some of the bonds 
referred to in the table above follow (in thousands): 

 

The table that follows presents debt service payments on PREPA’s variable rate bonds and the net 
payments on associated hedging derivative instruments as of June 30, 2018. Such variable rate bonds 
are included within bonds payable in the discretely presented component units column. Although interest 
rates on variable rate debt and the current reference rate of hedging derivative instruments change over 
time, the calculations included in the table below are based on the assumption that the variable rate and 
the current reference rate of the hedging derivative instrument at June 30, 2018 will remain the same for 
their term (in thousands). 

 
Several discretely presented component units have defeased certain revenue bonds by placing the 
proceeds of new bonds in irrevocable trusts to provide for all future debt service payments on the old 
debts. Accordingly, the trust accounts’ assets and liabilities for the defeased bonds are not included in 

Balance at Balance at
Component unit June 30, 2017 Reductions June 30, 2018

Major component units:
PRHTA $ 93,315  10,005  83,310  
PREPA 40,994  6,468  34,526  
PRASA 23,027  4,678  18,349  
UPR 1,943  271  1,672  
GDB 2,151  240  1,911  

Nonmajor component units 14,821  1,977  12,844  

Total $ 176,251  23,639  152,612  

Hedging
derivative

Variable-Rate Bonds instruments,
Principal Interest net Total

Year(s) ending June 30:
2019 $ —  5,272  5,045  10,317  
2020 —  5,272  5,045  10,317  
2021 —  5,272  5,045  10,317  
2022 —  5,272  5,045  10,317  
2023 —  5,272  5,045  10,317  
2024-2028 —  26,362  25,225  51,587  
2029 252,875  5,272  5,045  263,192  

Total $ 252,875  57,994  55,495  366,364  
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the statement of net position. As of June 30, 2018, the following bonds are considered defeased 
(in thousands): 

 
(c) Notes Payable to Financial Institutions 

The outstanding balance of notes payable to financial institutions at June 30, 2018 is as follows (in 
thousands): 

 
Debt service requirements on discretely presented component units’ notes payable with fixed maturities 
at June 30, 2018 were as follows (in thousands): 

 
The above schedule has been presented in accordance with original terms of the notes payable and do 
not reflect the effects, if any, that may result from the PROMESA Title III proceedings or any other debt 
restructuring proceeding, including the effect of the GDB Qualifying Modification. Accordingly, the effects 

Amount
outstanding

PRHTA $ 153,470  
Nonmajor component units 170,900  

Total $ 324,370  

Maturity Balance at Balance at Due within
Component unit Interest rates through June 30, 2017 Additions Reductions June 30, 2018 one year

Major component units:
GDB 3.375%–8.00% 2042 $ 3,838,535  —  1,065  3,837,470  1,794,620  
PREPA 2.00%–7.25% 2033 717,466  1,418  905  717,979  696,652  
PRASA 4.95%-5.95% 2018 1,610  —  1,610  —  —  
UPR 0%-5% 2022 873  425  237  1,061  307  
SIFC 6.31%-6.84% 2019 9,379  —  7,683  1,696  1,696  

Sub-total 4,567,863  1,843  11,500  4,558,206  2,493,275  

Nonmajor component units 4.12%-7.50%, 2031
Variable 400,102  15,143  25,097  390,148  51,656  

Total $ 4,967,965  16,986  36,597  4,948,354  2,544,931  

Principal Interest Total

Year(s) ending June 30:
2019 $ 2,544,931   372,843   2,917,774   
2020 447,504   149,109   596,613   
2021 460,275   105,754   566,029   
2022 159,777   80,567   240,344   
2023 68,067   73,072   141,139   
2024-2028 1,028,698   192,554   1,221,252   
2029-2033 190,950   51,016   241,966   
2034-2038 22,365   28,521   50,886   
2039-2043 25,787   20,144   45,931   

Total $ 4,948,354   1,073,580   6,021,934   
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of the PROMESA Title III or any other debt restructuring proceeding may affect the carrying amounts, 
interest rates and the repayment terms. See Note 3 and Note 23 for additional information. 

 Guaranteed and Appropriation Debt 
(a) Guaranteed Debt 

The Commonwealth may provide guarantees for the repayment of certain borrowings of component units 
to carry out designated projects. The guarantees are backed by the full faith and credit of the 
Commonwealth. The guarantees are accounted for following the guidance provided by GASB Statement 
No. 70, Accounting and Financial Reporting for Nonexchange Financial Guarantees. GASB Statement 
No. 70 requires that nonexchange financial guarantees be recorded when qualitative factors and 
historical data, if any, indicate that it is more likely than not that the Commonwealth will be required to 
make a payment on the guarantee. The amount of the liability to be recognized should be the discounted 
present value of the best estimate of the future outflows expected to be incurred as a result of the 
guarantee. 
The table below represents amounts guaranteed by the Commonwealth and the related amount that has 
been recorded in the basic financial statements as of June 30, 2018 (in thousands): 

 
PBA – PBA, a blended component unit, uses the payments of rentals of certain government facilities like 
departments, agencies, instrumentalities and municipalities of the Commonwealth under various lease 
agreements executed pursuant to the enabling Act that created it (Act No. 56-1958, as amended) for the 
payment of principal and interest on its own debt. Act No. 56-1958 also provides that the DOT will make 
advances to PBA for any unpaid portion of rent payable to PBA by any departments, agencies, 
instrumentalities, or municipalities of the Commonwealth under a lease agreement with PBA. Such 
advances are recorded as reductions of rent receivables since the responsibility of reimbursement 
belongs to the corresponding agency or instrumentality according to the enabling Act. 
On December 21, 2018, the Oversight Board and the Creditors’ Committee commenced an adversary 
proceeding styled The Fin. Oversight and Mgmt. Bd. for Puerto Rico v. Puerto Rico Public Building Auth., 
Case No. 18-00149-LTS (D.P.R. Dec. 21, 2018), seeking declaratory relief and disallowance of 
administrative rent claims. The adversary proceeding alleges that the PBA leases are not true leases, 
but rather “disguised financing transactions.” Multiple parties have filed motions to intervene. On 
January 28, 2019, PBA responded to the complaint. 

Recorded
commonwealth

Outstanding guaranteed
balance obligation

Blended component units:
PBA $ 3,991,196  N/A
PA 225,534  N/A
PRIFA 78,145  N/A

Discretely presented component units:
GDB 110,000  125,267  
PRASA 1,254,126  267,076  

Total $ 5,659,001  392,343  
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The debt of PBA is supported by a guarantee of the Commonwealth that if revenues or income of PBA 
are not sufficient for the payment of principal and interest when they come due, the DOT will withdraw 
from any available funds amounts as may be necessary to cover the deficiency. The debt of PBA is 
further supported by a Commonwealth guarantee. Act No. 56-1958 is silent as to whether there are 
arrangements established for recovering payments from PBA if the guarantee is exercised; however, 
there is no intention from the Commonwealth to request a recovery of any such eventual payments. 
Beginning on July 1, 2016, a portion of PBA debt service due on that date and scheduled for service in 
subsequent periods through the date of these basic financial statements was not paid, including interest 
payments. Some of the interest that was in fact paid after July 1, 2016 reflected amounts received from 
applicable subsidy programs. 
PA – At various times during fiscal years ending in 2005 and 2006, the PA, a blended component unit of 
the Commonwealth, entered into bond purchase agreements with the GDB, whereby the GDB agreed to 
disburse to the PA from time to time certain bond principal advances up to a maximum aggregate 
principal amount of $70 million (Port of the Americas Authority 2005 Series A Bond), $40 million (Port of 
the Americas Authority 2005 Series B Bond), and $140 million (Port of the Americas Authority 2005 
Series C Bond). These bonds are guaranteed by the Commonwealth by Act No. 409-2004, which 
authorized the issuance of these financing arrangements and are accounted for by the Commonwealth 
as a liability under bond purchase agreement with GDB. The proceeds of the bonds were used to finance 
the cost of development and construction of the PA facilities. The Commonwealth had been paying for 
debt service on these bonds under its guarantee pursuant to Act No 409-2004. 
PRIFA – On March 17, 2015, PRIFA, a blended component unit of the Commonwealth, issued 
$245.9 million of Dedicated Tax Fund Revenue Bond Anticipation Notes (the PRIFA BANs or Series 
2015A BANs), the proceeds of which were used to refinance certain outstanding PRHTA bond 
anticipation notes and pay related expenses. The PRIFA BANs are payable from, and are supported by, 
a Trust Estate comprising certain assets and revenues of PRIFA, which include: (i) a $6.25/barrel 
Petroleum Products Tax on non-diesel products; (ii) any funds received by PRIFA pursuant to the terms 
of a financial assistance agreement between PRIFA and PRHTA; and (iii) any additional revenues 
pledged to PRIFA in accordance with the Trust Agreement. The PRIFA BANs are guaranteed by the 
Commonwealth. The PRIFA BANs agreement, and the underlying Trust Agreement are silent as to 
whether there are arrangements established for recovering payments from PRIFA if the guarantee were 
to be claimed; however, there is no intention from the Commonwealth to request a recovery of any such 
eventual payments. As of the date of these basic financial statements, no payments have been made 
honoring the aforementioned guarantee. 
All of the monthly debt service due on the PRIFA BANs since August 1, 2016 remain unpaid. 
GDB – On February 13, 2014, the Commonwealth enacted Act No. 24 that, among other provisions, 
increased from $500 million to $2 billion the amount of GDB obligations that can be guaranteed by the 
full faith and credit of the Commonwealth. 
On December 13, 2013, GDB issued Senior Guaranteed Notes 2013 Series B (guaranteed by the 
Commonwealth). The 2013 Series B Notes consist of term notes maturing on various dates from 
December 1, 2017 to December 1, 2019 and carry an interest rate of 8% payable monthly on the first 
day of each month. At June 30, 2018, the outstanding balance of these notes amounted to $110 million. 
SIFC, a major discretely presented component unit of the Commonwealth, is the sole holder of these 
bonds. Based on the liquidity and uncertainty risks discussed in Note 2, GDB has shown all indicators to 
conclude that there is substantial doubt as to GDB’s ability to continue as a going concern. These risks 
and events impacting GDB caused the Commonwealth’s management to recognize a liability on this 
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guaranteed obligation in the amount of approximately $125.3 million based on the discounted present 
value of the best estimate of the future outflows expected to be incurred, at that moment, as a result of 
the guarantee. Act No. 24-2014, referred to above, is silent as to whether there are arrangements 
established for recovering any potential payments from GDB for guarantee payments made; however, 
there is no intention from the Commonwealth to request a recovery of any potential payments. As of the 
date of these basic financial statements, no payments have been made honoring the aforementioned 
guarantee. GDB made its monthly payments of interest until July 2016, but beginning on August 1, 2016, 
GDB has missed such payments. 
As discussed in Note 2, GDB has executed an orderly wind down of its operations and has entered into 
a Qualifying Modification of its debts pursuant to Title VI of PROMESA. 
PRASA – Act No. 45-1994, as amended, states that the Commonwealth guarantees the payment of 
principal and interest of all outstanding bonds at the date the law was enacted and of all future bond 
issues to refinance those outstanding bonds of PRASA, a discretely presented component unit. Act 
No. 140-2000 amended Act No. 45-1994 to extend the Commonwealth guarantee to include the principal 
and interest payments of the Rural Development Serial Bonds and the loans under the SRFP outstanding 
at the effective date of Act No. 140-2000, and of all future bonds and SRFP loans that may be issued 
through June 30, 2005. Act No. 386-2004 extended the Commonwealth guarantee to June 30, 2010. Act. 
No. 75-2010 amended Section 1 of Act No. 45-1994 to extend the Commonwealth guarantee over the 
bonds issued under the United States Department of Agriculture (USDA) Rural Development Program 
and SRFP’s borrowings to June 30, 2015. Pursuant to Act No. 96-2015, the Commonwealth guarantee 
on the payment of principal and interest on most of the outstanding Clean Water State Revolving Funds 
loans granted to PRASA was extended to cover such loans issued through June 30, 2020. Each of these 
Acts, as amended, is silent as to whether there are arrangements established for recovering potential 
payments from PRASA if the guarantee is executed; however, there is no intention from the 
Commonwealth to request a recovery of any such eventual payments. 
The USDA Rural Development Program assists PRASA in the financing and construction of aqueduct 
and sewer facilities in rural areas by purchasing revenue bonds from PRASA, the proceeds of which are 
used by PRASA to finance such projects. As of June 30, 2018, the USDA Rural Development Program 
Bonds consisted of twenty-seven- (27) separate series, issued from 1983 through 2016 and bearing 
interest from 2% to 5% due in semiannual installments through 2055. The outstanding balance of the 
USDA Rural Development Program Serial Bonds as of June 30, 2018 was approximately $389 million. 
The USDA Rural Development Program Serial Bonds are guaranteed by the Commonwealth pursuant 
to Act No. 140-2000 as amended, and PRASA’s net revenue is pledged toward the payment of debt 
service on the USDA Rural Development Program Bonds. The USDA Rural Development Program 
Bonds are subordinate to all senior and senior subordinated debt. 
The PRWPCRF and the PRSDWTRLF (collectively, the Clean Water State Revolving Funds) were 
created by Act No. 44-1988 and Act No. 32-1997, respectively, of the Commonwealth. The PRWPCRF 
is administered, pursuant to Act No. 44-1988 and Act No. 9-1970, as amended, by EQB. The 
PRSDWTRLF is administered, pursuant to Act No. 5-1977, as amended, by the PRDOH. Pursuant to 
these laws, the EQB and the PRDOH, on behalf of the Commonwealth, are authorized to enter into 
operating agreements and capitalization grant agreements with the EPA. PRIFA, PRASA, and GDB 
entered into a memorandum of understanding under which each party has agreed to assume specific 
responsibilities in connection with the operations of the Clean Water State Revolving Funds. PRASA has 
entered into revolving loan agreements to finance certain capital improvements. As of June 30, 2018 
PRASA had outstanding approximately $580.3 million under these loan agreements, which bear interest 
at a 2% annual rate payable semiannually and are required to be paid in full within 20 years of the project 
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completion date. PRASA has pledged its net revenue on a basis subordinate in all respects to PRASA’s 
bonds outstanding. If PRASA’s pledged revenue is not sufficient for the payment of principal and interest, 
the payments are guaranteed by the Commonwealth under Act No. 45-1994, as amended, which 
obligates the Commonwealth to pay principal and interest on the notes. 
On March 18, 2008, PRASA issued approximately $284.8 million of Revenue Refunding Bonds, Series A 
and B (the 2008 Revenue Refunding Bonds) that were guaranteed by the Commonwealth and primarily 
used to refund PRASA’s outstanding Revenue Refunding Bonds, Series 1995 (which were also 
guaranteed by the Commonwealth) in the amount of approximately $262.8 million. The 2008 Revenue 
Refunding Bonds bear interest at rates from 5.80% to 6.10% per annum with maturity dates ranging from 
July 1, 2021 to July 1, 2034. The outstanding balance of the 2008 Revenue Refunding Bonds at June 30, 
2018 amounted to approximately $284.8 million. 
As a result of the voluntary disclosure statement issued by PRASA on March 4, 2016 regarding the 
expectation that it might not have sufficient funds to fully fund the debt service on certain of its 
Commonwealth guaranteed debt, management concluded that it would be more likely than not that the 
Commonwealth will be required to make a payment only on the USDA Rural Development Program 
Serial Bonds guarantee. As a result, a liability on the Rural Development Bonds guaranteed obligation in 
the amount of approximately $267 million was recognized at June 30, 2018. This measurement was 
based on the discounted present value of the best estimate of the future outflows expected to be incurred, 
at that moment, as a result of the guarantee. As of the date of these basic financial statements, no 
payments have been made honoring the aforementioned guarantee. The 2008 Revenue Refunding 
Bonds and the SRFP loans were excluded from this conclusion because: (a) the 2008 Revenue 
Refunding Bonds are considered senior subordinated debt and will not be affected by the aforementioned 
set asides; and (b) the Clean Water State Revolving Funds are proprietary funds within the 
Commonwealth and not a separate legal entity, and therefore there is no separate guarantee liability. 
Forbearance Agreements 
On June 30, 2016, PRASA executed a Forbearance Agreement (the “SRFP Forbearance Agreement”) 
with the PRDOH and EQB, administrators of the Clean Water State Revolving Funds Program, and 
PRIFA, a blended component unit of the Commonwealth, as operating agent for the SRFPs, authorized 
to assist the PRDOH and the EQB in the administration, financial and accounting activities of the SRFPs. 
Under the SRFP Forbearance Agreement, as further amended on several occasions, the payments due 
until July 1, 2019, inclusive, under the SRFP Loans were deferred and the parties thereto agreed to 
forbear from exercising, or consenting to the exercise of, any enforcement of rights or remedies available 
to each under the SRFP Loans subject to certain conditions and partial payments. 
PRASA also requested that the USDA Rural Development Program provide a short-term- forbearance 
period, which included deferral of the payments due on July 1, 2016; January 1, 2017; July 1, 2017; 
January 1, 2018; July 1, 2018; January 1, 2019 and July 1, 2019 during which they would refrain from 
exercising its rights and remedies under the Rural Development (“RD Bond”) documents or grants or 
loan agreements related to the PRASA’s USDA Rural Development, Rural Utilities Service program 
bonds (the “RD Bonds”), subject to certain conditions and partial payments. To this effect, the PRASA 
and USDA Rural Development Program executed a forbearance document as of June 30, 2016. 
Subsequently, the forbearance period was further extended on several occasions until July 31, 2019. 
On July 26, 2019, PRASA and FAFAA consummated definitive agreements (the “Agreements”) 
restructuring the PRASA’s debt obligations under SRFP loans and RD Bonds totaling almost $1 billion 
(the SRFP loans and RD Bonds are collectively referred to as the “Federal Debt”). 
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The Agreements were approved by the Oversight Board pursuant to Section 207 of PROMESA. The 
Agreements include the termination of existing Commonwealth guarantees of the Federal Debt, thus 
reducing overall Government contingent liabilities by approximately $1 billion and the consolidation of all 
the restructured debt into two SRFP loans and one RD loan to replace the existing SRFP loans and RD 
Bonds with extended maturities and lower interest rates as follows: 

• RD loans: 40-year term at 2% interest rate, with $10 million annual debt service from years 1 to 10 
and $17 million annual debt service thereafter 

• SRFP loans: 30-year term at 0% interest rate and $10 million annual principal-only payment from 
years 1 to 10 and 1% interest rate and $27 million annual debt service thereafter. 

The restructured Federal Debt was designated as Other System Indebtedness in parity with other senior 
debt under PRASA’s Master Agreement of Trust. 

(b) Debt Supported by Commonwealth Appropriations 
At June 30, 2018, the outstanding principal balances of debt payable by Commonwealth appropriations 
and sales and use taxes (PFC bonds and notes payable, as described in Note 13(d), and notes payable 
to GDB and others, as described in Note 13(e)), which are included in the stand-alone basic financial 
statements of the following discretely presented component units, were as follows (in thousands): 

 
(c) Other Guarantees 

Mortgage Loan Insurance – The PRHFA, a blended component unit of GDB, provides mortgage credit 
insurance to low and moderate-income- families through its mortgage loan insurance program. The 
Commonwealth guarantees up to $75 million of the principal insured by the mortgage loan insurance 
program. As of June 30, 2018, the mortgage loan insurance program covered loans aggregating to 
approximately $536 million. Currently, the Commonwealth has not been called to make any direct 
payments pursuant to these guarantees and there are no triggering events indicating that it is more likely 
than not that it will be required to make payments on these guarantees. 

 Conduit Debt Obligations and No Commitment Debt 
From time to time, certain of the Commonwealth’s component units issue revenue bonds to provide financial 
assistance to private sector entities for the acquisition and construction of transportation, environmental, 
industrial, tourism, educational, and commercial facilities, deemed to be in the public interest and that are 
expected to provide benefits to the citizens of Puerto Rico. These bonds are supported by the property 

Notes payable
PFC bonds to GDB and
and notes others Total

Major Component Units:
PRASA $ 411,229  —  411,229  
GDB 3,398  —  3,398  
UPR —  48,286  48,286  
PREPA —  713  713  

Sub-total 414,627  48,999  463,626  

Nonmajor Component Units 108,793  388,252  497,045  

Total $ 523,420  437,251  960,671  
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financed and are payable solely from payments received on the underlying mortgage loans. Upon repayment 
of the bonds, ownership of the acquired facilities is retained by the private sector entity served by the bond 
issuance. Neither the Commonwealth nor any of its political subdivisions or its component unit thereof is 
obligated in any manner for the repayment of these bonds. Accordingly, the bonds are not reported as 
long-term liabilities in the stand-alone audited basic financial statements of the issuing entities. As of June 30, 
2018, conduit debt obligations consisted of the following bonds issued by several Commonwealth’s discretely 
presented component units (in thousands): 

 
(a) GDB 

In December 2003, GDB, through PRHFA, a blended component unit of GDB, issued approximately 
$663 million in Capital Fund Program Bonds Series 2003 to lend the proceeds thereof to the PHA, a fund 
of the Commonwealth, in its financing of improvements to various public low and moderate-income 
housing projects. The Capital Fund Program Bonds Series 2003 are limited obligations of the PRHFA, 
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 (U.S. HUD) and other funds available under 
the bond indenture. Accordingly, these bonds are considered conduit debt and are excluded, along with 
the related assets held in trust, from the accompanying basic financial statements. The outstanding 
balance of these bonds amounted to approximately $105.3 million at June 30, 2018. 
On August 1, 2008, the PRHFA issued the Capital Fund Modernization Program Subordinate Bonds 
amounting to approximately $384.5 million. The proceeds from the issuance were mainly used to finance 
a loan to a limited liability company and pay the costs of issuance. The $384.5 million bonds are limited 
obligations of the PRHFA, payable primarily by a pledge and assignment of federal housing assistance 
payments made available by the U.S. HUD, with an outstanding balance of approximately $253.4 million 
at June 30, 2018. Payment of principal of the Housing Revenue Bonds was also secured by an 
irrevocable standby letter of credit issued by GDB. 

(b) PRHTA 
In March 1992, the PRHTA issued Special Facility Revenue Bonds, 1992 Series A, B, and C for 
approximately $117 million for the construction of a toll bridge. The proceeds from the sale of these bonds 
were transferred by the PRHTA to a private entity, Autopistas de Puerto Rico & Compañía, S.E. 
(Autopistas), pursuant to a signed concession agreement for the design, construction, operation, and 
maintenance of the bridge. On October 30, 2003, the PRHTA issued Special Facility Revenue Refunding 
Bonds, 2004 Series A, amounting to approximately $153 million for the purpose of refunding PRHTA’s 
Special Facility Revenue Bonds, 1992 Series A, B, and C, which were issued to fund the construction of 
the bridge, and to pay the cost of issuance of the bonds. The proceeds from the sale of the bonds were 

Issued since
inception to Amount

Issuing entity date outstanding

Major component units:
GDB $ 1,047,500  358,700  
PRHTA 270,000  114,510  

Sub-total 1,317,500  473,210  

Nonmajor component units 1,176,858  807,600  

Total $ 2,494,358  1,280,810  
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transferred by the PRHTA to Autopistas pursuant to a new loan agreement by and between Autopistas 
and the PRHTA. The bonds should be paid from the proceeds received by Autopistas from the operation 
of the bridge. 
Under certain circumstances, the concession agreement may be terminated and the PRHTA is then 
obligated to assume Autopista’s entire obligation to pay principal of, and interest on, the bonds 
outstanding, which pursuant to the signed agreement, will be paid from the net revenue of the use and 
operation of the bridge. The PRHTA does not currently expect the concession agreement to terminate. 
The outstanding bonds (including accrued interest) at June 30, 2018 amounted to approximately 
$114.5 million. 

 Risk Management 
Primary Government 
The risk management policies of the Primary Government are addressed on Note 1(y). 
Discretely Presented Component Units 
The following describes the risk management programs separately administered by certain discretely 
presented component units, including all the major discretely presented component units and certain 
nonmajor discretely presented component units carrying self-funded- risk reserves: 
(a) GDB 

As previously noted, GDB ceased operations as of March 23, 2018 and completed a debt restructuring 
pursuant to a Qualifying Modification under Title VI of PROMESA, which became effective on 
November 29, 2018. For additional information regarding GDB’s Qualifying Modification under Title VI of 
PROMESA, refer to Note 3(c)(x). 
Prior to these developments and during fiscal year 2018, to minimize the risk of loss, GDB purchased 
insurance coverage for public liability, hazard, automobile, crime, and bonding, as well as workmen’s 
compensation insurance for employees. The selection of the insurer needed to be approved by the Public 
Insurance Office of the DOT. Insurance coverage was updated annually to account for changes in 
operating risk. For the three-years prior to June 30, 2018, insurance settlements did not exceed the 
amount of coverage. Other risk management policies of GDB involved its mortgage and loans servicing 
and insurance activities. Certain loan portfolios of the PRHFA were administered by private servicers 
who were required to maintain an errors and omissions insurance policy. The PRHFA had a program to 
manage the risk of loss on its mortgage loan lending and insurance activities. 

(b) PRHTA 
PRHTA carries commercial insurance to cover casualty, theft, claims, and other losses. The PRHTA has 
not settled any claims in excess of its insurance coverage for any of the past three-years. 

(c) PREPA 
PREPA purchases commercial insurance covering all risk property (including catastrophic risks), 
business interruption and extra expense (excluding transmission and distribution lines), boiler and 
machinery, general liability, aviation and financial lines programs. In addition, PREPA is self-insured in 
regard to damages related to its transmission and distribution lines. 
PREPA has a cost-plus- health insurance program covering substantially all employees. PREPA 
contracted an administrator for the processing, approval, and payment of claims plus an administrative 
fee. The accrual for employees’ health plan includes the liability for claims processed and an estimate 
for claims incurred but not reported. 
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Changes in the balances of the health insurance program (self-insurance- risks) during fiscal year 2018 
were as follows (in thousands): 

 
These claims payable are presented as a component of accounts payable and accrued liabilities in the 
accompanying combining statement of net position – discretely presented component units. 

(d) PRASA 
PRASA has acquired commercial insurance to mitigate its exposure to certain losses involving real and 
personal property (including windstorm, flood, and earthquake damages) and comprehensive general 
and automobile claims. PRASA also has an Owner Controlled Insurance Program under which 
commercial general liability, excess general liability, builder’s risk, and contractors’ pollution liability 
coverage are procured or provided on a project “wrap up” basis for contractors and subcontractors of 
any tier, who have been properly enrolled, while performing operations at the applicable project site. 
Each commercial insurance policy maintained by PRASA contains specific policy limits and deductibles. 
Settled claims resulting from these risks have not exceeded commercial insurance coverage for fiscal 
year 2018. 

(e) UPR 
UPR is exposed to various risks of loss related to torts, theft of, damage to, and destruction of assets, 
errors and omissions, injuries to employees, and natural disasters. Through January 1993, the UPR was 
insured under claims made insurance policies with respect to medical malpractice risks for $250,000 per 
occurrence up to an annual aggregate of $500,000. Subsequent to such date, the UPR was unable to 
obtain insurance at a cost it considered to be economically justifiable; consequently, the UPR is now self-
insured- for such risks. Under Act No. 98-1994, the responsibility of the UPR is limited to a maximum 
amount of $75,000 per person, or $150,000 if it involves actions for damages to more than one person 
or where a single injured party is entitled to several causes of action. Self-insured- risk liabilities are 
reported when it is probable that a loss has occurred, and the amount of the loss can be reasonably 
estimated. Liabilities include an amount for claims that have been incurred but not reported. The process 
used in computing claims liabilities does not necessarily result in an exact amount because actual claims 
liabilities depend upon such complex factors as inflation, changes in legal doctrines, and damage awards. 
Claims liabilities are reevaluated periodically to take into consideration recently settled claims, the 
frequency of claims, and other economic and social factors. 
Changes in the claims liability amount for medical malpractice in fiscal year 2018 were as follows (in 
thousands): 

 

Claims payable – July 1 $ 4,121  
Incurred claims 42,281  
Claim payments (42,950) 

Claims payable – June 30 $ 3,452  

Claims payable – July 1 $ 8,175  
Incurred claims and changes in

estimates 328  
Payments for claims and adjustments

expenses (278) 

Claims payable – June 30 $ 8,225  
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In addition, the UPR is a defendant in several lawsuits other than medical malpractice arising out of the 
normal course of business. Management has recorded an accrual of approximately $5.9 million as of 
June 30, 2018 to cover claims and lawsuits that may be assessed against the UPR.  
These claims payable are presented as a component of accounts payable and accrued liabilities in the 
accompanying combining statement of net position – discretely presented component units. 

(f) SIFC 
SIFC provides workers’ compensation insurance to public and private employees. This insurance covers 
workers against injuries, disability, or death caused by work or employment related accidents, or by 
illness suffered as a consequence of their employment. SIFC establishes liabilities for incurred but unpaid 
benefits and benefit adjustment expenses based on the ultimate cost of settling the benefits. The liability 
includes estimates for cases reported that have not been adjudged and cases incurred but not reported. 
The following table provides a reconciliation of the beginning and ending liability for incurred but unpaid 
benefits and benefit adjustment expenses for the fiscal year 2018 (in thousands): 

 
The liability for incurred but unpaid benefits and benefit adjustment expenses is based on historical claims 
experience data, assumptions and projections as to future events, including claims frequency, severity, 
persistency, and inflationary trends determined by an independent actuarial study. This liability has been 
discounted at 4.05% in 2018. SIFC’s management believes that discounting such liability results in a 
better matching of costs and revenue since compensation benefits have a long payment cycle. The 
assumptions used in estimating and establishing the liability are reviewed annually based on current 
circumstances and trends. 
SIFC’s management believes that the liability for incurred but unpaid benefits and benefit adjustment 
expenses, actuarially determined at June 30, 2018, is a reasonable estimate of the ultimate net cost of 
settling benefits and benefit expenses incurred. Because actual benefit costs depend upon such factors 
as duration of worker disability, medical cost trends, occupational disease, inflation, and other social and 
economic factors, the process used in computing the ultimate cost of settling benefits and expenses for 
administering benefits is necessarily based on estimates. The amount ultimately paid may be above or 
below such estimates. Adjustments resulting from changes in estimates of these liabilities are charged 
or credited to operations in the period in which they occur. 
The liability for incurred but unpaid benefits and benefit adjustment expenses is reported as liability for 
insurance benefits in the accompanying combining statement of net position – discretely presented 
component units. 

Liability for incurred but unpaid benefits
and benefit adjustment expenses at
July 1 $ 708,492  

Total incurred benefits 277,164  
Total benefit payments (304,922) 

Liability for incurred but unpaid benefits
and benefit adjustment expenses at
June 30 $ 680,734  
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 Commitments and Contingencies 
Primary Government 
Legal Contingencies 
(a) Litigation Prior to Commencement of Title III Cases Related to Governmental Operations 

The Commonwealth is a defendant in numerous legal proceedings pertaining to matters incidental to the 
performance of routine governmental operations. Under Act No. 104-1955, as amended, persons are 
authorized to sue the Commonwealth only for causes of actions set forth in said Act to a maximum 
amount of $75,000 or $150,000 if it involves actions for damages to more than one person or where a 
single injured party is entitled to several causes of action. Under certain circumstances, as provided in 
Act No. 9-1975, as amended, the Commonwealth may provide its officers and employees with legal 
representation, as well as assume the payment of any judgment that may be entered against them. There 
is no limitation on the payment of such judgments. To the extent claims arose prior to the commencement 
of the Commonwealth’s Title III case, their status and priority may be affected by the Title III case.  
With respect to pending and threatened litigation involving the Commonwealth’s Governmental Activities, 
excluding the litigation mentioned in the ensuing paragraphs, the Commonwealth reported approximately 
$1.1 billion as an amount to cover for awarded and anticipated unfavorable judgments at June 30, 2018. 
This amount was included as other long-term liabilities in the accompanying statement of net position, 
and represents the amount estimated as a probable liability or a liability with a fixed or expected due date 
that will require future available financial resources for this payment. Management believes that the 
ultimate liability in excess of amounts provided, if any, would not be significant.  
The amounts recorded as legal contingencies by the Commonwealth do not reflect the dollar value the 
Commonwealth may have to pay on account of any claim. Any payments made on account of such 
claims will reflect the impact of the Commonwealth's case under Title III of PROMESA, and the effect 
such filing has on the priority and allowability of such claim, and the recoveries to be provided to holders 
of such claims. For further information regarding Title III of PROMESA refer to Note 3. 
Of the total liability for legal claims and judgments recognized in the Governmental Activities, 
approximately $138.5 million is considered payable within one year, based on the payments made 
subsequent to June 30, 2018 through June 30, 2019. 
The Commonwealth is a defendant in parallel lawsuits regarding an alleged inappropriate withholding of 
Medicaid funds, one filed in the state court and two in federal court. The plaintiffs are various primary 
healthcare centers seeking to recover from the Commonwealth approximately $800 million of Medicaid 
funds retained by PRDOH since 1997. In February 2005, the United States Court of Appeals for the First 
Circuit determined that the Commonwealth must return the funds withheld because of noncompliance 
with a federal law. The Commonwealth is still contesting several provisions of this determination and 
amounts to be returned and payment plan methods are still in the process of estimation. The 
Commonwealth has determined that prior year amounts accrued for this legal contingency were 
composed of wrap-around payments which do not constitute payments resulting from an unfavorable 
sentence, and has thus determined that these amounts will not be accrued at June 30, 2018. 
The Commonwealth is a defendant in a class action presented by parents of special education students 
in the areas of education and healthcare. In October 2006, the State Court of Appeals decided in favor 
of the parents’ request to include damage claims pursuant to the same class action case although not 
as a remedy in the class action per se. The court now may award damages to the members of the class 
action and to do so it may look at the claims by dividing them into groups or consider each case 
individually. This will require that the parents prove the damages suffered on an individual basis. On 
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June 26, 2016, the court ordered the publication of a public edict that would describe in detail the process 
to be followed to submit claims for damages suffered. Such edict was published and opened a claims 
period effective August 14, 2016 through October 31, 2016. The Commonwealth plans to vigorously 
defend each individual case. The Commonwealth has accrued approximately $650 million for this legal 
contingency as of June 30, 2018. 
Under the lawsuit Vaquería Tres Monjitas, Inc. et al v. Ramírez et al., certain plaintiffs alleged that the 
price rates set by the Administrator of the Office for the Regulation of the Dairy Industry (ORIL, as its 
Spanish acronym) did not afford local dairy processors Suiza Dairy and Vaquería Tres Monjitas the 
opportunity to make the reasonable profit to which they were constitutionally entitled. The parties reached 
a settlement agreement on October 29, 2013. Among other things, the Commonwealth, through certain 
of its instrumentalities, agreed to contribute the following amounts to certain regulatory accrual payments 
to be made pursuant to the settlement agreement: $50 million by December 31, 2014, $15 million by 
December 31, 2015, $15 million by December 31, 2016, and $15 million by December 31, 2017, for a 
total original amount accrued by the Commonwealth during fiscal year 2014 of $95 million. The case is 
now closed, but the court will retain jurisdiction in order to tend to any matter of compliance or breach of 
compliance regarding the settlement agreement. During fiscal year 2015, 2016 and 2017 the 
Commonwealth has paid $31 million, out of the required $95 million. As of June 30, 2018, the 
Commonwealth has accrued $64 million for this legal contingency for the portions not paid. The total 
amount is recorded as due and payable within the general fund. There are currently proceedings before 
the Title III Court with respect to the manner in which these claims should be liquidated. 
On December 21, 2012, the federal government, through the U.S. Department of Justice (USDOJ), filed 
a lawsuit in order to demand from the Commonwealth and its PRPOB, compliance with the action and 
remediation plan submitted on September 8, 2011 by the Civil Rights Division of the USDOJ pursuant to 
an investigation which revealed a pattern of civil rights violations by the PRPOB. According to this 
investigation and resulting report, the pattern or practice of illegal activity is the product of an ongoing 
failure by the Commonwealth and its PRPOB to provide officers with the necessary guidance, training, 
and tools to engage in constitutional and effective law enforcement. The federal government was seeking 
declaratory and equitable relief to eliminate this unlawful pattern by asking the Commonwealth and its 
PRPOB to adopt and implement policies and procedures in the areas of recruitment, hiring, promotions, 
policies, training, supervision, investigation, discipline, and to prevent the police officers from depriving 
persons of rights, privileges, or immunities secured and protected by the Constitution or laws of the 
United States. Although the claim does not include damages, the action and remediation plan proposed 
would require an investment of approximately $600 million, which is expected to be incurred over a period 
of 10 years, starting with fiscal year 2015. The Secretary of Justice of the Commonwealth is still 
negotiating the final determinations of the measures to be implemented by the PRPOB in terms of final 
costs and timeframe. On July 17, 2013, a final definitive agreement was reached between the USDOJ 
and the Commonwealth. Under the settlement agreement, the court dismissed the claim, but retained 
jurisdiction to ensure compliance with the agreement, through the appointment of a Technical 
Compliance Advisor. No provision for any liability is required at this time under this remediation plan. 
Expenditures and related liabilities will be recognized as costs are incurred during the execution of the 
remediation plan, which began in fiscal year 2015. 
The Commonwealth receives financial assistance from the federal government in the form of grants and 
entitlements. Receipt of grants is generally conditioned upon compliance with terms and conditions of 
the grant agreements and applicable federal laws and regulations, including the expenditure of resources 
for eligible purposes. Substantially, all grants are subject to audit under the Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards, Final Rule (Uniform 
Guidance), usually referred to as OMB “Super Circular” all of which are performed at the individual 
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department or agency level. Disallowance as a result of these audits may become liabilities of the 
Commonwealth. As of June 30, 2018, based on an evaluation of pending federal disallowances, the 
Commonwealth has recorded approximately $57.4 million as other long-term liabilities in the 
accompanying statement of net position. Expenditures that are still subject to audit could be disallowed, 
but management believes any such future disallowances would not be material to the basic financial 
statements. 

(b) Civil Actions Filed by Several Bondholder Groups and Other Creditors Against the 
Commonwealth Prior to the Commencement of the Title III Cases. 
Several groups of bondholders, monoline insurers, and indenture trustees filed claims contesting the 
constitutionality of the Moratorium Act, among other things. These lawsuits were stayed from June 30, 
2016 through May 1, 2017 under the Title IV stay and re-stayed upon commencement of the Title III 
cases. For additional information regarding the Moratorium Act, refer to Note 3. The key cases that 
remain subject to the PROMESA automatic stay and have not otherwise been dismissed include, among 
others: 

• Assured Guar. Corp. v. Garcia Padilla, Case No. 16-1037-FAB (D.P.R. Jan. 7, 2016) 
• Fin. Guar. Ins. Co. v. Garcia Padilla, Case No. 16-1095-FAB (D.P.R. Jan. 19, 2016) 

• Brigade Leveraged Capital Structures Fund Ltd. v. Garcia Padilla, Case No. 16-1610-FAB (D.P.R. 
Apr. 4, 2016) 

• Ambac Assurance Corp. v. Puerto Rico Highways and Trans. Auth., Case No. 16-1893-FAB (D.P.R. 
May 10, 2016) 

• Nat’l Pub. Fin. Guar. Corp. v. Garcia Padilla, Case No. 16-2101-FAB (D.P.R. Jun. 15, 2016) 
• Jacana Holdings I LLC v. Puerto Rico, Case No. 16-4702-GHW (S.D.N.Y. Jun. 21, 2016) 

• U.S. Bank Trust Nat’l Ass’n v. Garcia Padilla, Case No. 16-2510-FAB (D.P.R. Aug. 19, 2016) 
• Scotiabank de Puerto Rico v. Garcia Padilla, Case No. 16-2736-FAB (D.P.R. Sept. 28, 2016) 

• Servidores Públicos Unidos v. Fin. Oversight and Mgmt. Bd. for Puerto Rico, Case No. 17-1483-FAB 
(D P.R. Apr. 12, 2017) 

• Ambac Assurance Corp. v. Commonwealth of Puerto Rico, Case No. 17-1567 (D.P.R. May 1, 2017) 

• Ambac Assurance Corp. v. Commonwealth of Puerto Rico, Case No. 17-1568 (D.P.R. May 2, 2017) 

• Ambac Assurance Corp. v. U.S. Dept. of the Treasury, Case No. 17-0809 (D.D.C. May 2, 2017) 
• Aurelius Investment, LLC v. Commonwealth of Puerto Rico, Index No. 652357/2017 (N.Y. Sup. Ct. 

May 2, 2017) 
• Asociacion Puertorriquena de la Judicatura v. Financial Oversight and Management Board for Puerto 

Rico, Case No. 17-1580 (D.P.R. May 3, 2017) 
(c) Key Civil Actions Filed Against the Commonwealth After the Commencement of the Title III Cases 

A significant number of adversary proceedings have been initiated against the Commonwealth, COFINA, 
PRHTA, ERS, PREPA, and PBA after the commencement of their Title III Cases seeking judicial 
determinations regarding the scope of various creditor security interests in the Title III debtors’ assets, 
among other relief that could impact creditor priorities in a Title III plan of adjustment. The actions likely 
to have the most impact on the Title III Cases are summarized below. 
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• Employees Ret. Sys. of the Gov’t of the Commonwealth of Puerto Rico v. Altair Global Credit 
Opportunities Fund (A), LLC, et al., Case No. 17-00213 (D.P.R. July 21, 2017) 
On July 21, 2017, the Oversight Board, as representative of ERS in its Title III case, commenced an 
adversary proceeding challenging the ERS bondholders’ security interests in various ERS assets 
through a declaratory relief action (the ERS Declaratory Relief Action). Through the ERS Declaratory 
Relief Action, the Oversight Board, as representative of ERS in its Title III case, sought declaratory 
relief challenging the validity, priority, extent, and enforceability of the prepetition and post-petition 
liens and security interests asserted by defendants with respect to bonds issued by ERS. The 
complaint contends that ERS bondholders’ alleged liens and security interests are not perfected 
because the required UCC financing statements and subsequent amendments were defective, and 
therefore the liens could be avoided in the Title III case. The ERS Declaratory Relief Action also 
challenged, among other things, the ERS bondholders’ alleged security interest in post-petition 
employer contributions. 
On August 17, 2018, the Title III Court granted partial summary judgment in favor of ERS. The Title 
III Court held, among other things, that the ERS bondholders’ liens are not perfected and their 
security interests are avoidable under Bankruptcy Code section 544. On September 5, 2018, the 
Title III Court entered an order dismissing the remaining counts and counterclaims. This decision 
was appealed to the United States Court of Appeals for the First Circuit (the First Circuit). 
On January 30, 2019, the First Circuit (i) affirmed the Title III Court’s holding that the 2018 financing 
statements related to ERS’s bonds did not perfect the ERS bondholders’ security interest in pledged 
property, (ii) affirmed the dismissal of the ERS bondholders’ claim regarding a January 2017 
stipulation, and (iii) reversed the Title III Court by finding that the ERS bondholders met the 
requirement for perfection beginning on December 17, 2015.  In addition, the First Circuit remanded 
certain counterclaims to the Title III Court for further consideration. On April 30, 2019, the Oversight 
Board, on behalf of ERS, filed a petition for a writ of certiorari with the United States Supreme Court, 
seeking to reverse the First Circuit’s decision.  The petition was denied on October 7, 2019. 
On remand, ERS requested that the Title III Court (i) determine the undecided issue of whether the 
ERS bondholders’ security interests attach to revenues received by ERS after commencement of its 
Title III case (the Post-Petition Revenue Issue) and (ii) grant it leave to file an amended adversary 
complaint to raise issues concerning the nature or extent of the ERS bondholders’ security interests. 
On May 6, 2019, the Title III Court agreed to determine the Post-Petition Revenue Issue, but denied 
ERS’s request for leave to amend its complaint. On June 27, 2019, the Title III Court granted 
summary judgment in favor of ERS on the Post-Petition Revenue Issue, holding that Bankruptcy 
Code section 552 prevents the ERS bondholders’ security interests from attaching to revenues 
received by ERS post-petition, and finding that employers’ contributions are not “special revenues” 
within the meaning of Bankruptcy Code section 902.  On July 18, 2019, the ERS bondholders 
appealed the Title III Court’s decision to the First Circuit.  On January 30, 2020, the First Circuit 
affirmed the Title III Court’s decision.  On March 3, 2020, the First Circuit denied the ERS 
bondholders’ petition for rehearing en banc.  On July 31, 2020, the ERS bondholders filed a cert 
petition in the United States Supreme Court, which was denied on November 16, 2020. 

• Andalusian Global Designated Activity Co., et al. v. Commonwealth of Puerto Rico, et al., Adv. Pro. 
Nos. 17-00219-LTS, 17-00220-LTS (D.P.R. July 27, 2017) 
On July 27, 2017, a group of ERS bondholders commenced adversary proceedings against the 
Commonwealth and ERS in the cases initially captioned as Altair Global Credit Opp. Fund (A), LLC, 
et al. v. Commonwealth of Puerto Rico, et al., Adv. Pro. Nos. 17-00219-LTS, 17-00220-LTS (D.P.R. 
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July 27, 2017) (collectively, the PayGo Litigation), seeking a declaration that Joint Resolution 188 
and Act 106-2017 (collectively, the PayGo Statute)—which requires ERS to liquidate its assets for 
distribution to the General Fund—are void ab initio because they violate the Title III automatic stay 
and the Contracts Clause and Takings Clause of the United States Constitution. 
On November 17, 2017, the Oversight Board, as representative of ERS in its Title III case and joined 
by FAFAA and the Retiree Committee, filed a motion to dismiss the PayGo Litigation. On February 
2, 2018, the Title III Court issued an order informing the parties that the motion to dismiss would be 
taken under submission. On September 9, 2018, the Title III Court stayed the case pending the 
United States Court of Appeals for the First Circuit’s decision on the summary judgment appeal in 
the ERS Declaratory Relief Action, which decision was rendered on January 30, 2019 (as discussed 
above). In light of the stay, on September 27, 2018, the Title III Court terminated the motion to dismiss 
without prejudice to its restoration on request following termination of the stay. No parties have 
moved to lift the stay. 
On March 1, 2019, the Title III Court dismissed this case without prejudice as to Altair Global Credit 
Opportunities Fund (A), LLC and Nokota Capital Master Fund, L.P. As a result, the case was re-
captioned Andalusian Global Designated Activity Co. et al v. Commonwealth of Puerto Rico, et al., 
Adv. Pro. Nos. 17-00219-LTS, 17-00220-LTS (D.P.R.). On March 5, 2019, the Title III Court entered 
an order allowing Crown Managed Accounts (for and on behalf of Crown/PW SP), LMA SPC (for and 
on behalf of Map 98 Segregated Portfolio), Oceana Master Fund Ltd., Pentwater Merger Arbitrage 
Master Fund Ltd., and PWCM Master Fund Ltd. to intervene in the adversary proceeding. On October 
25, 2019, the ERS bondholders filed a motion to inform the Title III Court that they filed a response 
to certain arguments concerning the validity of bonds issued by ERS raised in the ERS Bond Claims 
Objections, which relate to the ultra vires arguments raised in the Oversight Board’s motion to dismiss 
the PayGo Litigation. In light of ongoing related litigation before the Title III Court and inactivity in 
these adversary proceedings, the Title III Court administratively closed the PayGo Litigation for 
statistical purposes pending determinations in related proceedings. 
On April 2, 2021, the Oversight Board and certain ERS bondholders entered into the ERS Stipulation 
(as defined and discussed in Note 3(c)(iii) above). As agreed in the ERS Stipulation, the Oversight 
Board filed a motion on April 5, 2021 seeking a stay of various ERS-related litigation (including this 
action) pending the adjudication of the plan of adjustment for the Commonwealth, ERS, and PBA. 
On April 12, 2021, the Title III Court granted the motion and stayed this action until further notice. 

• Union de Trabajadores de la Industria Electrica y Riego (UTIER) v. Puerto Rico Elec. Power Auth., 
et al., Case No. 17-00229-LTS (D.P.R. Aug. 7, 2017) 
Plaintiff UTIER challenges the constitutionality of four Commonwealth statutes and the 2017 
Commonwealth and PREPA Fiscal Plans and Budgets that allegedly “adopt” and “implement” those 
statutes, arguing that they violate the terms of a collective bargaining agreement between UTIER 
and PREPA. The motion to dismiss was fully briefed as of March 28, 2018. On September 26, 2018, 
the Title III Court entered an order granting in part and denying in part the motions to dismiss the 
amended complaint. On December 17, 2018, the remaining defendants answered the amended 
complaint. UTIER filed a second amended complaint on August 30, 2019, which defendants 
answered on October 15, 2019, and filed a third amended complaint on March 12, 2021.  On April 
26, 2021, PREPA filed a motion to dismiss the complaint, and on June 10, 2021, UTIER responded 
to such motion. PREPA’s reply is due July 19, 2021.  On June 1, 2021, both parties filed motions for 
summary judgement.  The briefing schedule for dispositive motions is set to go through September 
27, 2021.  As of the date hereof, this litigation remains ongoing. 
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• The Official Committee of Unsecured Creditors of the Commonwealth of Puerto Rico as Agent of 
The Commonwealth of Puerto Rico v. Bettina Whyte as Agent of COFINA (In re: The Financial 
Oversight and Management Board for Puerto Rico), Adv. Pro. No. 17-00257-LTS (D. P.R. Sept. 8, 
2017) and Confirmation of the Third Amended Title III Plan of Adjustment of the Puerto Rico Sales 
Tax Financing Corporation. 
On September 8, 2017, an agent for the Oversight Board as representative of the Commonwealth in 
its Title III Case (the Commonwealth Agent) filed a complaint (the Commonwealth-COFINA Dispute) 
against an agent for COFINA (the COFINA Agent) asserting that the SUT revenue pledged by 
COFINA to secure its bond debt (the Former Pledged Sales Taxes) are “the exclusive property of 
the Commonwealth” and that Act No. 91-2006 “did not transfer to [COFINA] present ownership of 
future SUT revenues” and did not assign to COFINA the Commonwealth’s right to receive such 
revenues. Concurrently with the litigation of the adversary proceeding, the Agents participated in 
court-sanctioned mediation to settle the Commonwealth-COFINA Dispute that resulted in an 
Agreement in Principle on June 5, 2018. Under the Agreement in Principle, a portion of the 5.5% 
SUT revenue formerly allocated to COFINA—which portion is referred to as the “Fixed Income”—
would be shared between COFINA and the Commonwealth. The Agreement in Principle proposed 
to, among other things, divide the Fixed Income so that COFINA receives 53.65% of the Fixed 
Income starting in fiscal year 2019 while the Commonwealth receives the other 46.35%, subject to 
certain restrictions and exceptions. 
On February 4, 2019, the Title III Court entered an order approving a settlement agreement 
consistent with the Agreement in Principle resolving the Commonwealth-COFINA Dispute (the 
Settlement Agreement). On February 5, 2019, the Title III Court confirmed the Third Amended Title 
III Plan of Adjustment of Puerto Rico Sales Tax Financing Corporation [Case No. 17-3283, Docket 
No. 4652] (the COFINA Plan of Adjustment), which was substantially consummated and became 
effective on February 12, 2019. The COFINA Plan of Adjustment, among other things, implemented 
the terms of the Settlement Agreement and resolved previously stayed prepetition actions 
challenging the constitutionality of the Moratorium Act related to COFINA’s prepetition bond debt, 
including Lex Claims, LLC v. Garcia Padilla, Case No. 16-2374 FAB (D.P.R. Jul. 20, 2016) and 
Rodríguez Perelló v. Rosselló Nevares, Case No. 17-1566 (D.P.R. May 1, 2017). 
Certain parties whose objections were overruled in confirming the COFINA Plan of Adjustment have 
appealed the confirmation of the COFINA Plan of Adjustment and Settlement Agreement in the 
United States Court of Appeals for the First Circuit under case numbers 19-1181, 19-1182, and 19-
1391. On February 8, 2021, the First Circuit denied these appeals and affirmed the Title III Court’s 
confirmation of the COFINA Plan of Adjustment and Settlement Agreement. On April 7, 2021, those 
parties filed a petition for certiorari seeking review of the First Circuit’s decision with the United States 
Supreme Court, which remains pending. Accordingly, there are ongoing legal challenges to the 
COFINA Plan of Adjustment that, if resolved adversely to COFINA, could, among other things, affect 
the validity of the Settlement Agreement and other plan provisions. 

• Medicaid Payment Litigation 
On November 17, 2017, a group of domestic non-profit corporations filed an adversary proceeding 
styled Atlantic Medical Center, Inc. et al., v. Commonwealth of Puerto Rico, Adv. Pro. No. 17-00278-
LTS (D.P.R. Nov. 17, 2017), alleging that the Commonwealth is obligated to pay them for services 
provided in furtherance of the Commonwealth’s Medicaid program and such payments are non-
dischargeable under PROMESA and otherwise unimpaired by the Commonwealth’s filing of its Title 
III case. 
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Similarly, in December 2017, Corporación de Servicios Integrales de Salud del Area de Barranquitas, 
Comerío, Corozal, Naranjito y Orocovis (CSI), a federally-qualified health center that operates in 
Puerto Rico, filed two adversary proceedings against the Commonwealth of Puerto Rico styled 
Corporación de Servicios Integrales de Salud del Area de Barranquitas, Comerío, Corozal, Naranjito 
y Orocovis (Corporación de Servicios) v. Commonwealth of Puerto Rico, Case No. 17-00292-LTS 
(D.P.R. 2017) and Corporación de Servicios Integrales de Salud del Area de Barranquitas, Comerío, 
Corozal, Naranjito y Orocovis v. Commonwealth of Puerto Rico, Case No. 17-00298 (D.P.R. Dec. 
28, 2017). In these proceedings, CSI seeks declaratory judgments that (1) its claims in Salud 
Primaria are non-dischargeable under PROMESA and otherwise unimpaired by the 
Commonwealth’s filing of its Title III case, (2) sections 28 and 29 of Act No. 66 of 2014 violate CSI’s 
substantive and procedural due process rights, as well as violate the contracts clause and the takings 
clause, and are preempted by Bankruptcy Code section 903, PROMESA section 202, and Medicaid 
law; and (3) nothing in PROMESA allows the non-payment of federal obligations by the 
Commonwealth and that PROMESA actually requires payment of the Commonwealth’s contractual 
obligations with plaintiff and the associated state court judgments. 
On February 2, 2018, the Title III Court consolidated cases 17-00278-LTS and 17-00292-LTS, which 
were both dismissed by an order entered on November 27, 2018. On appeal, the United States Court 
of Appeals for the First Circuit remanded the cases on March 23, 2020 to the Title III Court for 
reconsideration of its ripeness ruling in light of the filing of the Amended Plan and the changed 
circumstances since November 2018. The First Circuit expressed no opinion on whether the Title III 
Court erred by dismissing the claims as unripe as of November 2018, nor whether the claims are 
ripe as of March 2020. The issues pending on remand have not yet been briefed. 
As for case number 17-00298-LTS, a motion to dismiss has been fully briefed, but the Title III Court 
has stayed the motion pending resolution of the issues in the consolidated cases. 

• Cooperativa de Ahorro y Credito Abraham Rosa, et al. v. Commonwealth of Puerto Rico, et al., Adv. 
Pro. No. 18-00028-LTS (D. P.R. Mar. 22, 2018) 
On March 22, 2018, several credit unions chartered under Puerto Rico law, known as the 
cooperativas (the Cooperativas), filed an adversary complaint against the Commonwealth, the 
Oversight Board, and other Commonwealth’s instrumentalities (including COFINA, PRHTA, ERS, 
and PREPA), seeking a declaratory judgment that their Puerto Rico debt holdings are not 
dischargeable and seeking monetary damages for alleged fraud in issuing and encouraging local 
credit unions to purchase Puerto Rico debt service instruments. On August 6, 2018, the Oversight 
Board, for itself and as representative of COFINA, the Commonwealth and certain other 
instrumentalities, moved to dismiss the complaint. Also, on August 6, 2018, GDB filed a separate 
motion to dismiss. In addition, several parties filed joinders to the motions to dismiss or were granted 
leave from the Title III Court to file joinders. 
On February 5, 2019, the Title III Court confirmed the COFINA Plan of Adjustment. The confirmation 
order provides that “the plaintiffs in that certain adversary proceeding before the Title III Court, 
captioned Cooperativa de Ahorro y Credito Abraham Rosa, et al. v. Commonwealth of Puerto Rico, 
et al., Adv. Proc. No. 18-00028, shall be entitled to continue pursuit of such litigation against all 
parties other than COFINA and Reorganized COFINA, subject to all available rights and defenses 
with respect to claims and causes of action asserted therein.”  
The Cooperativas filed a Notice of Appeal in the Title III Court and amended their previously filed 
adversary complaint in response to the confirmation of the COFINA Plan of Adjustment and after 
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their motion to reconsider the confirmation of the COFINA Plan of Adjustment was denied by the 
Title III Court. The appeal is docketed with the First Circuit under case number 19-1391. 
Motions to dismiss this adversary proceeding are pending in the Title III court. 

• Assured Guaranty Corp., et al. v. Commonwealth of Puerto Rico, et al., Case No. 18-00059-LTS 
(D.P.R. May 23, 2018) 
On May 23, 2018, plaintiffs filed a complaint against the Commonwealth, the Oversight Board, 
FAFAA, the Governor, the Executive Director of FAFAA, and Raúl Maldonado Gautier (in his official 
capacity) seeking fourteen different forms of declaratory relief, which seek declaratory judgments 
that (1) the Revised Fiscal Plan and Compliance Law violate several sections of PROMESA; (2) the 
Revised Fiscal Plan violates section 928 of the Bankruptcy Code; (3) no plan of adjustment based 
on the Revised Fiscal Plan can be confirmed, and the court will not hold a confirmation hearing; 
(4) the Moratorium Act, Moratorium Orders, Revised Fiscal Plan, and Compliance Law are void 
because they (a) violate the Contract Clause, (b) violate the Takings and Due Process clauses, and 
(c) are preempted by Sections 303(1) and 303(3) of PROMESA; and (5) to the extent the court 
determines that PROMESA bars review of the Commonwealth fiscal plan, PROMESA violates the 
Due Process Clause and constitutes an unconstitutional delegation of legislative power. Defendants 
have yet to respond to the complaint. On August 13, 2018, the court stayed the litigation and ordered 
that the deadline to file a motion to dismiss will be 30 days after the United States Court of Appeals 
for the First Circuit renders an opinion in the appeal of Ambac Assurance Corporation v. 
Commonwealth of Puerto Rico, et al., No. 17-00159-LTS (D.P.R. Jun. 8, 2017). On September 6, 
2019, the Title III Court entered an order staying this adversary proceeding through November 30, 
2019 and requiring mediation in the manner established under the Title III Court’s July 24 Stay Order. 
By orders entered on October 28, 2019, December 27, 2019, and March 10, 2020, the Title III Court 
has further stayed this action pending its decision on confirmation of the plan of adjustment for the 
Commonwealth, ERS, and PBA.  

• Hermandad de Empleados del Fondo del Seguro del Estato, Inc. et al. v. Commonwealth of Puerto 
Rico, Case No. 18-00091-LTS (D.P.R. July 25, 2018) 
On July 25, 2018, Hermandad de Empleados del Fondo del Seguro del Estado, Inc. (UECFSE) and 
Unión de Médicos de la Corporación del Fondo del Seguro del Estado Corp. (UMCFSE) filed a 
complaint against the Commonwealth, the Oversight Board, the State Insurance Fund Corporation, 
Jesus M. Rodriguez Rosa, the Governor, the Executive Director of FAFAA, Hon. Raul Maldonado 
Gautier, Jose Ivan Marrero Rosado, and Natalie A. Jaresko seeking an order that CFSE is a 
protected essential public service, that four acts of the Commonwealth Legislature violate the 
Contract Clause of the United States Constitution, that four acts of the Commonwealth Legislature 
violate the Rights to Collective Bargaining of the Commonwealth’s Constitution, and an order 
declaring the Commonwealth fiscal plan (as certified on June 29, 2018) unconstitutional and in 
violation of the Contract Clause of the United States and Commonwealth Constitutions. Plaintiffs filed 
an Amended Complaint on October 29, 2018, seeking relief only as it relates to the four 
Commonwealth Legislature Acts (Acts 66-2014, 3-2017, 8-2017, and 26-2017) as allegedly violating 
the U.S. and Commonwealth Constitutions. 
The Title III court dismissed this adversary proceeding. The dismissal was affirmed by the United 
States Court of Appeals for the First Circuit. 

• The Fin. Oversight and Mgmt. Bd. for Puerto Rico v. Puerto Rico Public Building Auth., Case No. 18-
00149-LTS (D.P.R. Dec. 21, 2018) 
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On December 21, 2018, the Oversight Board and the Creditors’ Committee filed an adversary 
proceeding against PBA seeking declaratory relief and disallowance of administrative rent claims, 
alleging that PBA leases are not true leases, but rather “disguised financing transactions.” Multiple 
parties have filed motions to intervene. On January 28, 2019, PBA responded to the complaint. On 
June 27, 2019, the Oversight Board filed a motion to stay this adversary proceeding pending 
confirmation of the Commonwealth’s Title III plan of adjustment. On July 24, 2019, the Title III Court 
entered an order staying this adversary proceeding (among other matters in the Title III cases) 
through November 30, 2019. By orders entered on October 28, 2019, December 27, 2019, and 
March 10, 2020, the Title III Court has further stayed this action pending its decision on confirmation 
of the plan of adjustment for the Commonwealth, ERS, and PBA. 

• Manuel Natal-Albelo, et al. v. The Fin. Oversight and Mgmt. Bd. for Puerto Rico, Case No. 19-00003-
LTS (D.P.R. Jan. 14, 2019) 
On December 6, 2018, Manuel Natal Albelo, at-large independent representative in the House of 
Representatives of Puerto Rico and various unions filed a complaint against the Commonwealth of 
Puerto Rico and Carlos Mendez Nuñez, in his official capacity as President of the House of 
Representatives of Puerto Rico in the Commonwealth of Puerto Rico Court of First Instance, San 
Juan Superior Court (the Superior Court) (Civil No. SJ2018cv01569). The complaint seeks 
declaratory relief that (i) the legislative process leading to the enactment of Act No. 241-2018, which 
created the legal structure necessary to execute the COFINA restructuring, was flawed, violated 
Puerto Rico House regulations, and thus was unconstitutional; and (ii) Act No. 91-2006 (the COFINA 
legislation, as amended) and Act No. 241-2018 (which is an amendment to the COFINA legislation), 
violate the Commonwealth’s Constitution’s debt-limit and balanced-budget provisions. 
After various years of litigation, on April 9, 2021. On April 9, 2021, the plaintiffs filed a voluntary 
request to withdraw the complaint as to all remaining claims. 

• The Fin. Oversight & Mgmt. Bd. for Puerto Rico v. Blackrock Fin. Mgmt., Inc., et al., Case No. 19-
00297 (D.P.R. May 2, 2019) 
On May 2, 2019, the Commonwealth and the Oversight Board commenced an adversary proceeding 
against various GO bondholders seeking declaratory relief that the GO bondholder defendants do 
not hold consensual or statutory liens on certain Commonwealth Available Resources, Property Tax 
Revenues, and Allocable Revenues. The Commonwealth and the Oversight Board also argue that 
even if defendants have statutory liens, the Title III Court should enter judgments avoiding the liens 
under Bankruptcy Code section 545. On June 11, 2019, defendants filed a motion to dismiss. On 
July 24, 2019, the Title III Court stayed the adversary proceeding through November 30, 2019 and 
required mandatory mediation. By orders entered on October 28, 2019, December 27, 2019, and 
March 10, 2020, the Title III Court has further stayed this action pending its decision on confirmation 
of the plan of adjustment for the Commonwealth, ERS, and PBA.  

• ERS Clawback Litigation, Case Nos. 19-00355, 19-00356, 19-00357, 19-00358, 19-00359, 19-
00360, and 19-00361-LTS (D.P.R. May 19, 2019) 
On May 19, 2019, the Creditors’ Committee and the Oversight Board, acting through its Special 
Claims Committee, commenced seven adversary proceedings (collectively, the ERS Clawback 
Litigation) against approximately 230 defendants that owned or currently own ERS bonds. The 
plaintiffs seek declaratory relief relating to the ERS bonds and recovery of certain payments of 
principal and interest on the ERS bonds. On May 21, 2019, the plaintiffs filed a motion requesting 
that the Title III Court enter an order (i) extending the period for serving domestic defendants in the 
ERS Clawback Litigation to November 18, 2019, and (ii) otherwise staying the ERS Clawback 
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Litigation pending a joint request by both plaintiffs to resume a particular proceeding or further order 
of the Title III Court. 
After years of litination, on April 2, 2021, the Oversight Board and certain ERS bondholders entered 
into the ERS Stipulation (as defined and discussed in the Commonwealth Title III section above). As 
agreed in the ERS Stipulation, the Oversight Board filed a motion on April 5, 2021 seeking a stay of 
various ERS-related litigation (including the ERS Clawback Litigation) pending the adjudication of 
the Second Amended Plan or any further amended plan. On April 12, 2021, the Title III Court granted 
the motion and stayed the ERS Clawback Litigation until further notice. 

• Lien-Scope Adversary Proceedings, Adv. Pro. Nos. 19-00366-LTS (D.P.R.) and 19-00367-LTS 
(D.P.R. May 20, 2019) 
On May 20, 2019, ERS and the Creditors’ Committee commenced separate adversary proceedings 
(collectively, the Lien-Scope Actions) against the Fiscal Agent and certain beneficial owners of the 
ERS Bonds, alleging that the defendants do not hold valid and enforceable security interests in any 
of ERS’s remaining assets or the proceeds thereof (except certain accounts receivable). 
On July 24, 2019, the Title III Court entered the Stay Order, which stayed the Lien-Scope Actions 
through November 30, 2019, and required mandatory mediation of the issues during the stay period. 
On October 18, 2019, the parties to the Lien-Scope Actions jointly filed a motion and stipulated order 
seeking to modify the Stay Order by allowing for issues regarding the scope of the ERS bondholders’ 
liens raised in the complaints to proceed. 
On April 17, 2020, the Title III Court entered an order regarding the discovery and briefing schedule 
in the Lien-Scope Actions.  The Title III Court’s discovery and briefing schedule was last modified on 
August 25, 2020.  The Oversight Board and certain defendant bondholders filed cross motions for 
summary judgment on September 11, 2020; summary judgment briefing was completed on 
November 19, 2020.  As of the date hereof, the cross motions for summary judgment remain pending 
before the Title III Court. 
On April 2, 2021, the Oversight Board and certain ERS bondholders entered into the ERS Stipulation 
(as defined and discussed in the Note 3(c)(iii) section above).  As agreed in the ERS Stipulation, the 
Oversight Board filed a motion on April 5, 2021 seeking a stay of various ERS-related litigation 
(including the Lien-Scope Actions) pending the adjudication of the Second Amended Plan or any 
further amended plan.  On April 12, 2021, the Title III Court granted the motion and stayed the Lien-
Scope Actions until further notice. 

• The Fin. Oversight & Mgmt. Bd. for Puerto Rico v. Vásquez-Garced, Adv. Pro. No. 19-00393 (D.P.R.) 
(Jul. 3, 2019) 
On July 3, 2019, the Oversight Board filed a complaint (the Act 29 Litigation) against the Governor 
and FAFAA seeking injunctive relief to prevent the implementation and enforcement of Act 29-2019, 
which eliminated the obligation of municipalities to make PayGo payments to the Commonwealth, 
and various joint resolutions because (i) Act 29 violated PROMESA sections 204(a) and 207; (ii) Act 
29-2019 and the joint resolutions violated PROMESA section 204(c); (iii) Act 29-2019 and the joint 
resolutions violated PROMESA section 108(a) because they impair and/or defeat the purposes of 
PROMESA, as determined by the Oversight Board; and (iv) the Governor’s alleged policy of not 
providing certifications as required under PROMESA section 204 violated PROMESA section 108(a) 
because it impairs and/or defeats the purposes of PROMESA, as determined by the Oversight Board. 
On July 15, 2019, the Governor and FAFAA moved to dismiss the complaint. On August 22, 2019, 
the Title III Court denied the motion to dismiss in its entirety. On September 10, 2019, the Governor 
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and FAFAA answered the complaint. On April 15, 2020, the Title III Court granted in part the 
Oversight Board’s summary judgment motion, holding that Act 29 is unenforceable under PROMESA 
sections 204(a) and 204(c) and permanently enjoining the Commonwealth from implementing it and 
enforcing it. 

• Cortland Capital Mkt. Servs. LLC, et al. v. The Fin. Oversight & Mgmt. Bd. for Puerto Rico, et al., 
Case No. 19-00396-LTS (D.P.R. Jul. 9, 2019) 
On July 9, 2019, Cortland Capital Market Services, LLC, as Administrative Agent and SOLA LTD, 
Solus Opportunities Fund 5 LP, Ultra Master LTD, and Ultra NB, LLC (the Fuel Line Lenders) filed 
an adversary proceeding (the Fuel Line Lenders Litigation) against the Oversight Board, PREPA, 
FAFAA, and U.S. Bank N.A. as Trustee to certain bondholders (the Trustee). The Fuel Line Lenders 
allege the PREPA bonds are not secured and the PREPA bondholders have no right to any recovery 
until the Fuel Line Lenders and other current expenses of PREPA are paid in full. On September 30, 
2019, the Fuel Line Lenders filed an amended complaint, which added Assured Guaranty Corp., 
Assured Guaranty Municipal Corp., National Public Finance Guarantee Corp, and Syncora 
Guarantee Inc. as defendants (collectively, the Bondholder Defendants). On December 14, 2020, 
the parties filed a joint stipulation for dismissal with prejudice, which the court approved that same 
day. 

• Sistema de Retiro de los Empleados de la Autoridad v. The Fin. Oversight & Mgmt. Bd. for Puerto 
Rico, Case No. 19-00405-LTS (D.P.R. Aug. 6, 2019) 
On August 6, 2019, Sistema de Retiro de los Empleados de la Autoridad de Energía Eléctrica 
(SREAEE) filed a complaint against the Oversight Board, PREPA, FAFAA, the Commonwealth, the 
Governor, FAFAA’s Executive Director, and U.S. Bank seeking declaratory relief that (a) all amounts 
owed to SREAEE are current expenses for purposes of the Trust Agreement; (b) the PREPA 
bondholders have no lien on revenues received by PREPA unless and until all current expenses 
have been paid in full; and (c) SREAEE should be paid in full all current and legacy liability before 
paying or agreeing to pay any PREPA bondholder. Motions to dismiss this adversary proceeding are 
fully briefed. On April 2, 2020, the Title III Court entered an order adjourning all deadlines and 
hearings in this proceeding in light of the COVID-19 crisis. On August 5, 2020, the Title III Court 
ordered the parties to file a status update on or before September 25, 2020, which the parties 
provided. The matter has been inactive since then. 

• The Fin. Oversight & Mgmt. Bd. for Puerto Rico, as representative of the Commonwealth of Puerto 
Rico v. Ambac Assurance Corp., et al., Adv. Pro. No. 20-00003-LTS (D.P.R. Jan. 16, 2020) 
On January 16, 2020, the Oversight Board filed an adversary complaint challenging the proofs of 
claims and liens asserted against the Commonwealth by holders of bonds issued by PRIFA. The 
Oversight Board asserts that the Commonwealth is “neither an issuer nor a guarantor” of the bonds 
and thus is not liable under the PRIFA enabling act or PRIFA bond documents.  
On February 11, 2020, the Creditors’ Committee filed an intervention motion. On February 27, 2020, 
U.S. Bank filed a motion to dismiss the complaint in part, challenging certain of the Oversight Board’s 
constitutional and statutory legal theories. On February 27, 2020, the monoline insurers filed a motion 
to dismiss the complaint in part. The motions to dismiss are currently stayed. On March 2, 2020, the 
Court entered an order allowing in part and denying in part the Creditors’ Committee’s intervention 
motion. 
On March 10, 2020, the Title III Court entered a final case management order for revenue bonds, 
staying litigation of the motion to dismiss in this adversary proceeding and permitting the filing of 
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summary judgment motions for certain counts. On April 28, 2020, the Oversight Board filed a motion 
for summary judgment, contending movants lack security interests and any contrary statute is 
preempted by PROMESA. The Creditors’ Committee filed a limited joinder. FAFAA did not file a 
joinder to the summary judgment motion. 
On July 16, 2020, the monoline insurers filed an opposition to the Oversight Board’s summary 
judgment motion. Replies were filed August 31, 2020. A hearing on the motion was held on 
September 23, 2020. On January 20, 2021, the Title III Court ordered additional discovery, which 
concluded on June 11, 2021. The parties will file a proposed post-discovery briefing schedule for the 
motions for summary judgment by the end of June 2021. 

• The Fin. Oversight & Mgmt. Bd. for Puerto Rico, as representative of the Commonwealth of Puerto 
Rico v. Ambac Assurance Corp., et al., Adv. Pro. No. 20-00004-LTS (D.P.R. Jan. 16, 2020) 
On January 16, 2020, the Oversight Board filed an adversary complaint challenging the proofs of 
claims and liens asserted against the Commonwealth by holders of bonds issued by Puerto Rico 
Convention Center District Authority (the PRCCDA Bonds). The Oversight Board asserts that the 
defendants’ proofs of claim “must be disallowed in their entirety” because “the Commonwealth is not 
a party to any agreement related to the Occupancy Tax Revenue, Defendants do not have any right 
to payment from the Commonwealth in connection with the PRCCDA Bonds, and that the 
bondholders’ various constitutional, statutory, tort, and contractual claims fail. 
On February 11, 2020, the Creditors’ Committee filed an intervention motion. On February 27, 2020, 
the monoline insurers and indenture trustee filed a motion to dismiss the complaint in part, 
challenging certain of the Oversight Board’s constitutional and statutory legal theories. The motion 
to dismiss is currently stayed. 
On March 2, 2020, the Title III Court entered an order allowing in part and denying in part the 
Creditors’ Committee’s intervention motion. The Title III Court also entered a final case management 
order for revenue bonds, staying litigation of the motion to dismiss in this adversary proceeding and 
permitting the filing of summary judgment motions for certain counts. On April 28, 2020, the Oversight 
Board filed a motion for summary judgment, contending movants lack security interests and any 
contrary statute is preempted by PROMESA. The Creditors’ Committee filed a limited joinder. FAFAA 
did not file a joinder to the summary judgment motion. 
On July 16, 2020, the monoline insurers filed an opposition to the Oversight Board’s summary 
judgment motion. Replies were filed August 31, 2020. A hearing on the motion was held on 
September 23, 2020. On January 20, 2021, the Title III Court ordered additional discovery, which 
concluded on June 11, 2021. The parties will file a proposed post-discovery briefing schedule for the 
motions for summary judgment by the end of June 2021. 

• The Fin. Oversight & Mgmt. Bd. for Puerto Rico, as representative of the Commonwealth of Puerto 
Rico v. Ambac Assurance Corp., et al., Adv. Pro. No. 20-00005-LTS (D.P.R. Jan. 16, 2020) 
On January 16, 2020, the Oversight Board, on behalf of the Commonwealth, filed an adversary 
complaint, alleging (i) that the Commonwealth is neither an issuer nor a guarantor of the bonds 
issued by PRHTA; (ii) that pursuant to the Enabling Act and PRHTA Bond Materials, the 
Commonwealth has no liability with respect to the bonds; and (iii) that the bondholders’ proof of 
claims’ various constitutional, statutory, tort, and contractual claims fail.  
On February 11, 2020, AmeriNational Community Services, LLC, as servicer for the GDB DRA, and 
Cantor-Katz Collateral Monitor LLC (together, the DRA Parties) filed an intervention motion. On the 
same day, the Creditors’ Committee filed an intervention motion. On February 27, 2020, the PRHTA 
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bondholder parties filed a motion to dismiss the complaint in part, challenging certain of the Oversight 
Board’s constitutional and statutory legal theories. The motion to dismiss is currently stayed. 
On March 2, 2020, the Title III Court entered an order allowing in part and denying in part the 
Creditors’ Committee’s intervention motion. On March 10, 2020, the Court entered an order allowing 
in part and denying in part the DRA Parties’ intervention motion. The same day, the Title III Court 
entered a final case management order for revenue bonds, staying litigation of the motion to dismiss 
in this adversary proceeding and permitting the filing of summary judgment motions for certain 
counts. 
On April 28, 2020, the Oversight Board filed a motion for partial summary judgment, contending 
Movants lack security interests and any contrary statute is preempted by PROMESA. The Creditors’ 
Committee filed a limited joinder. On July 16, 2020, the monoline insurers filed an opposition to the 
Oversight Board’s summary judgment motion. The DRA Parties filed a response to the Oversight 
Board’s memorandum of law in support of the summary judgment motion. Replies were filed August 
31, 2020. A hearing on the motion was held on September 23, 2020. On January 20, 2021, the Title 
III Court ordered additional discovery, which concluded on June 11, 2021. The parties will file a 
proposed post-discovery briefing schedule for the motions for summary judgment by the end of June  
2021. 

• The Fin. Oversight & Mgmt. Bd. for Puerto Rico, as Representative of Puerto Rico Highways and 
Transportation Authority, et al. v. Ambac Assurance Corp., et al., Adv. Pro. No. 20-00007-LTS 
(D.P.R. Jan. 16, 2020) 
On January 16, 2020, the Oversight Board, on behalf of PRHTA, and the Creditors’ Committee filed 
an adversary complaint, alleging that the secured bond claims should be disallowed except as to 
amounts deposited to the credit of the 1968 Sinking Fund and the 1998 Resolution Funds and that 
the defendants’ claims based on asserted constitutional and statutory violations should be disallowed 
in their entirety. 
On February 11, 2020, the DRA Parties filed an intervention motion. On the same day, the Creditors’ 
Committee filed an intervention motion. On February 27, 2020, certain PRHTA bondholder parties 
filed a motion to dismiss the complaint in part. On the same day, Peaje Investments LLC joined the 
motion to dismiss. The motions to dismiss are currently stayed. On February 28, 2020, an ad hoc 
group of noteholders filed an intervention motion. On March 2, 2020, the Court entered an order 
allowing in part and denying in part the Creditors’ Committee’s intervention motion. On March 10, 
2020, the Court entered an order allowing in part and denying in part the DRA Parties’ intervention 
motion. The Title III Court also entered a final case management order for revenue bonds, staying 
litigation of the motion to dismiss in this adversary proceeding and permitting the filing of summary 
judgment motions for certain counts. On April 7, 2020, the Oversight Board filed a response to the 
ad hoc group of noteholders’ intervention motion. 
The litigation of the motion to dismiss is currently stayed, and the Title III Court did not permit the 
filing of summary judgment motions in this adversary proceeding. 

• Key Bondholder Lift Stay Motions, Case No. 17-3283-LTS (D.P.R. Jan. 16, 2020) 
On January 16, 2020, the monoline insurers for bonds issued by PRIFA, PRCCDA, and PRHTA filed 
three separate motions seeking to lift the automatic stay, or in the alternative, for adequate protection 
of their alleged security interests in applicable pledged revenue. In the PRIFA motion, the monoline 
insurers assert that the Commonwealth is not entitled to use revenues generated from rum taxes, 
which they assert were pledged to PRIFA bondholders as collateral. The PRIFA motion seeks relief 
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from stay to pursue enforcement of the PRIFA bondholders’ alleged liens against the rum tax 
revenues in two proceedings outside of the Title III cases. In the PRCCDA motion, the monoline 
insurers argue that the PRCCDA bondholders have a lien against certain hotel occupancy taxes 
collected by the Tourism Company and seek a lift of the automatic stay to bring an action to enforce 
their alleged liens. In the PRHTA motion, the monoline insurers assert that the PRHTA bondholders 
are secured by (i) toll revenues collected by PRHTA, and (ii) excise taxes collected by the 
Commonwealth. The PRHTA motion seeks relief from the stay because PRHTA and the 
Commonwealth allegedly do not have any equity in the toll revenues or excise taxes.  
On February 4, 2020, the Oversight Board (as joined by FAFAA) objected to each of the stay 
motions. The monoline insurers’ filed their replies on April 30, 2020. On September 9, 2020, the 
Title III Court denied all stay relief sought in the motions. 
On July 2, 2020, the Title III court declined to lift the automatic stay imposed by PROMESA on 
PRHTA and PRIFA bondholders. With respect to PRCCDA, Judge Swain confirmed that collection 
on PRCCDA debt is also subject to the automatic stay, though there will be further litigation on 
whether the bank account into which certain PRCCDA revenue is deposited is subject to 
bondholders’ liens. 
On July 10, 2020, the Title III Court ordered further briefing to address (i) whether “cause” exists 
under Bankruptcy Code section 362(d)(1) (as incorporated under PROMESA) to lift the automatic 
stay; and (ii) in the case of the PRCCDA lift stay motion only, whether stay relief is warranted under 
Bankruptcy Code section 362(d)(2) (also as incorporated under PROMESA). 
On September 9, 2020, the Title III Court denied the PRHTA and PRIFA lift stay motions and 
stayed the PRCCDA lift stay motion pending a final ruling in the PRCCDA adversary proceeding 
(Adv. Pro. No. 20-00004). On September 23, 2020, the PRHTA and PRIFA bondholders appealed 
the Title III Court’s denial of the lift stay motions to the First Circuit. The First Circuit denied the 
appeal on March 3, 2021. 

• Ambac Assurance Corp. v. The Fin. Oversight & Mgmt. Bd. for Puerto Rico, et al., Adv. Pro. No. 20-
00068-LTS (D.P.R. May 26, 2020) 
On May 26, 2020, Ambac filed an adversary complaint against the Oversight Board and its members, 
alleging that PROMESA is unconstitutional because it violates the United States’ Constitution’s 
Bankruptcy Clause’s uniformity requirement.  On July 9, 2020, FAFAA filed a motion to intervene.  
On July 31, 2020, the Title III court entered an order granting, in part, the motion to intervene and 
authorized and empowered FAFAA to be heard on the merits of any motion filed by the named parties 
to the adversary proceeding.  On August 17, 2020, the Oversight Board filed a motion to dismiss 
Ambac’s complaint, and on August 18, 2020, FAFAA filed a brief in support of the motion to dismiss.  
After the matter was fully briefed, on January 12, 2021, the Title III court held a hearing on the motion 
to dismiss and took the motion under advisement. 

• Vázquez Garced and the Puerto Rico Fiscal Agency and Fin. Advisory Auth. v. The Fin. Oversight & 
Mgmt. Bd. for Puerto Rico (In re the Fin. Oversight & Mgmt. Bd. for Puerto Rico), Adv. Pro. Nos. 20-
00080-LTS, 20-00082-LTS, 20-00083-LTS, 20-00084-LTS, 20-00085-LTS (D.P.R. June 12, 2020) 
In late 2019 through early 2020, the Oversight Board rejected several of the Government’s 
compliance certificates for newly enacted territorial legislation. On June 12, 2020, the Governor and 
FAFAA filed five adversary complaints, requesting declaratory and injunctive relief related to Act 82-
2019, Act 138-2019, Act 176-2019, Act 181-2019, and Act 47-2020 (the Five Acts). In each of the 
proceedings, the Governor and FAFAA sought declaratory judgments that (i) the compliance 
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certification for each of the five acts satisfies PROMESA’s requirements and (ii) the Oversight Board 
cannot unilaterally enjoin the implementation and enforcement of new laws, including each of the 
five acts. On July 17, 2020, the Oversight Board filed answers and counterclaims in each of the five 
proceedings. On August 3, 2020, the Governor and AAFAF answered the counterclaims. 
On September 28, 2020, the Government moved for summary judgment on its claims related to Acts 
138 and 176 (Adv. Pro. Nos. 20-00082-LTS and 20-00083-LTS). On October 19, 2020, the Oversight 
Board filed a cross-motion for summary judgment on all claims and counterclaims related to Acts 
138 and 176. On October 5, 2020, the Oversight Board moved for summary judgment on all claims 
and counterclaims related to Acts 82, 181, and 47 (Adv. Pro. Nos. 20-00080-LTS, 20-00084-LTS, 
and 20-00085-LTS). On December 23, 2020, the Title III Court issued a ruling enjoining the 
Government from implementing and enforcing the Five Acts, and on January 7, 2021, dismissed the 
remaining counts and counteractions.  
On January 21, 2021, the Government appealed the Title III Court’s December 23, 2020 order to the 
First Circuit under Case No. 21-01071. The appeal will be fully briefed by August 10, 2021. 
On February 4, 2021, the parties filed a motion requesting the Court to modify its ruling with respect 
to Act 181-2019, to allow implementation of the salary increase for Commonwealth firefighters, 
conditioned on the Government complying with enumerated terms set forth in a stipulation. The Title 
III Court approved the stipulation on February 5, 2021. 

• La Liga de Ciudades de P.R. v. The Fin. Oversight & Mgmt. Bd. for P.R., Adv. Pro. No. 21-00026-
LTS (D.P.R. March 14, 2021) 
On March 14, 2021, La Liga de Ciudades de Puerto Rico (La Liga), a non-profit corporation claiming 
to have as members mayors of Puerto Rico’s municipalities, filed a complaint against the Oversight 
Board, FAFAA, the Municipal Revenues Collection Center (CRIM), the Puerto Rico Health Insurance 
Administration (ASES), and Luis M. Collazo Rodríguez, in his capacity as administrator of ERS 
(collectively, Defendants). The complaint alleges that CRIM, ASES, and ERS are collecting and 
withholding money from Puerto Rico’s municipalities based on an incorrect interpretation of an order 
entered in the Act 29 Litigation (discussed above), in which the Title III Court declared Act 29 
“unenforceable and of no effect.” 
After the order in the Act 29 Litigation went into effect, CRIM held back funds that otherwise would 
have been disbursed to the municipalities in order to pay ASES and ERS the health care and 
retirement contributions that, but for Act 29, would have been made during the period prior to the 
effective date of the Act 29 Litigation order. La Liga contends those debts are “inexistent,” because 
the order did not apply retroactively. Accordingly, La Liga seeks (i) a declaratory judgment “decreeing 
that the debts claimed by CRIM, ASES and [ERS] … are “inexistent” and that the withholdings made 
by CRIM to purportedly offset those inexistent debts are “illegal”, (ii) an injunction “prohibiting 
Defendants from collecting from the [m]unicipalities any of the monies that Law 29 exempted them” 
from paying prior to the effective date of the order, (iii) an order requiring CRIM to immediately 
disburse any funds withheld to pay for the Act 29-related debts, and (iv) an order requiring ERS and 
ASES to return to CRIM “any and all monies” received to pay the purported debts. 
On May 14, 2021, the Oversight Board and FAFAA (on behalf of the other government defendants) 
filed separate motions to dismiss.  Under the current schedule, briefing on the motion to dismiss will 
be completed on July 14, 2021. 

• UTIER v. Pierluisi-Urrutia, Adv. Pro. No. 21-00041-LTS (D.P.R. April 20, 2021) 
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On April 20, 2021, UTIER, a labor union representing PREPA employees, Ángel Figueroa Jaramillo 
as UTIER’s President, Freddyson Marrtínez-Estevez as UTIER’s Vice-President, Ralphie Dominicci-
Rivera, Waldo Rolón, and Ronald Vázquez as Vice President of the Retirees Chapter of UTIER, 
(collectively, Plaintiffs) filed a complaint against the Governor, the Commonwealth, PREPA, the 
Oversight Board as a representative of PREPA, Ralph A. Kreil-Rivera as President of the Governing 
Board of PREPA, Efran Paredes-Maysonet as Executive Director of PREPA, Puerto Rico Public 
Private Partnership Authority (P3), Fermín Fontanés-Gómez as Executive Director of P3, FAFAA, 
Omar J. Marrero- Díaz as Executive Director of FAFAA, Luma Energy LLC, Luma Energy Servco, 
LLC, (together with Luma Energy LLC, Luma) and Wayne Stensby as President and CEO of Luma. 
The complaint challenges the LUMA Energy Operation and Maintenance Agreement (the O&M 
Agreement), which transfers the operation and maintenance of PREPA’s transmission and 
distribution system to the private and professional management of Luma. This transfer, which 
occurred on June 1, 2021, is part of PREPA’s transformation and seeks to facilitate the repair and 
modernization of the electrical grid by Luma and ensure stability in the provision of electric power to 
the people of Puerto Rico. 
The complaint alleges the O&M agreement is null and void as it (i) violates Puerto Rico law, 
(ii) constitutes a leonine obligation, (iii) prejudices UTIER’s members, (iv) interferes with UTIER’s 
members’ collective bargaining agreement, and (v) violates the contracts clause of the U.S. 
Constitution. As such, plaintiffs allege it should not be given priority in PREPA’s bankruptcy. They 
also argue that legislation underlying the O&M Agreement (Act 29-2009) is unconstitutional for 
violation of the Supremacy Clause and Contacts Clause of the U.S. Constitution and the separation 
of powers doctrine under the Commonwealth Constitution. Plaintiffs seek declaratory relief, 
enjoinment of the O&M Agreement, payment of almost $603 million to the Sistema de Retiro de los 
Empleados de la Autoridad de Energía Elécrtica (SREAEE), and $15 million in damages to Plaintiffs. 
On April 26, 2021, Plaintiffs filed a motion requesting a preliminary injunction to enjoin enforcement 
of the O&M Agreement, and prevent the transfer of operations of PREPA’s systems to Luma. The 
Court denied that motion on May 21, 2021. Plaintiffs then filed a motion asking the Court to reconsider 
that decision one week later (the Motion for Reconsideration), on May 28, 2021, based on their 
contention that the Court applied an outdated version of Act 120-2018. The Court denied the Motion 
for Reconsideration on June 1, 2021 and LUMA commenced operating and maintaining PREPA’s 
transmission and distribution system the same day. 
On June 11, 2021, the Court entered an order confirming the briefing schedule jointly requested by 
all parties to the proceeding. Under this schedule, briefing on the complaint or a dispositive motion, 
if filed by defendants, will conclude on October 4, 2021. 

• Hernandez-Montañez v. Pierlusi-Urrutia, Adv. Pro. No. 21-00042-LTS (D.P.R. April 21, 2021) 
On April 21, 2021, the Speaker of the Puerto Rico House of Representatives, acting on behalf of the 
Puerto Rico House of Representatives, filed a complaint against the Governor, FAFAA, the President 
of the Puerto Rico State Elections Commission, and the Secretary of the Puerto Rico Treasury 
Department (collectively, the Executive Branch Defendants) and the Oversight Board, seeking 
declaratory and injunctive relief prohibiting the Executive Branch Defendants and Oversight Board 
from distributing certain election-related funds related to Act 167 of 2020. 
Act 167 called for a special election (the Special Election) to be held on May 16, 2021 to select a six-
member delegation to be sent to Washington, D.C. in order to press for Puerto Rico’s admission as 
a state. Because Puerto Rico’s certified budget for the 2020-2021 fiscal year did not allocate funds 
for this special election, the Governor sought authorization from the Oversight Board to reprogram 
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funds. The Oversight Board informed the Governor that, in the unique circumstances presented here, 
the reprogramming request must be submitted to both the Oversight Board and the Legislature. 
Subsequently, the Governor requested a budget amendment to appropriate funds for the Special 
Election and submitted a proposed amended budget to the Oversight Board pursuant to PROMESA 
section 202. The Oversight Board determined the Governor’s proposed amended budget was a 
compliant budget, as required by PROMESA section 202(c)(1), and submitted it to the Legislature. 
Thereafter, the Legislature informed the Oversight Board that a bill identical to the Governor’s 
proposed amended budget was defeated during a markup session vote and that it would not comply 
with the budget amendment process. As a result, the Oversight Board issued a resolution stating, 
among other things, that (i) the Governor and the Legislature were at an impasse concerning the 
appropriation of funds to cover the cost of the Special Election; (ii) PROMESA section 402 
constrained the Oversight Board from adopting an interpretation of PROMESA that might restrict 
Puerto Rico’s determination of its political status; (iii) the Oversight Board desired to allow the 
Commonwealth government to adopt or not to adopt the proposed amended budget the same as 
would occur absent PROMESA; and (iv) therefore, the original Commonwealth budget would remain 
in effect without revision. Thereafter, FAFAA informed the Oversight Board that the Governor 
authorized the disbursement of funds to fund the Special Election. 
Plaintiff seeks orders declaring that PROMESA’s budgetary provisions apply to all budgetary 
expenditures, including those relating to contested election-related funds, and that section 402 did 
not exempt the proposed reallocation of funds from PROMESA’s budgetary provisions. Plaintiffs also 
seek an order enjoining the Governor and Secretary of the Treasury from allegedly misappropriating 
and distributing those funds. 
On April 22, 2021, Plaintiff filed a motion seeking a temporary restraining order or preliminary 
injunction prohibiting Defendants from distributing certain election-related funds pending resolution 
of the complaint. On April 29, 2021, the Title III Court issued an order denying Plaintiff’s motion 
seeking a temporary restraining order or preliminary injunction. 
On June 4, 2021, the Executive Branch Defendants and the Oversight Board filed separate motions 
to dismiss the complaint.  Under the current schedule, briefing on the motion to dismiss will be 
completed on July 16, 2021. 

• SREAEE v. Pierluisi-Urrutia, Adv. Pro. No. 21-00049-LTS (D.P.R. May 6, 2021) 
On May 6, 2021, SREAEE, the Board of Trustees of the Puerto Rico Electric Authority Employees’ 
Retirement System, José Ramón Rivera- Rivera, Ralphie Dominicci-Rivera, Erasto Zayas-López, 
Juan Carlos Adrover, Sammy Rodríguez, and Trustees And Fiduciaries of the Electric Power 
Authority Employees‘ Retirement System (collectively Plaintiffs) filed a complaint against the 
Governor, the Commonwealth, PREPA, the Oversight Board as a representative of PREPA, Ralph 
A. Kreil-Rivera as President and Executive Director of the Governing Board of PREPA, Efran 
Paredes-Maysonet as Executive Director of PREPA, Puerto Rico Public Private Partnership 
Authority (P3), Fermín Fontanés-Gómez as Executive Director of P3, FAFAA, Omar J. Marrero- Díaz 
as Executive Director of FAFAA, Luma Energy LLC, Luma Energy Servco, LLC, (together with Luma 
Energy LLC, “Luma”) and Wayne Stensby as President and CEO of Luma. Like Adversary 
Proceeding No. 21-00041 (the UTIER Case), the complaint challenges the O&M Agreement. It raises 
nearly identical arguments as the UTIER Case and requests substantially the same forms of relief, 
in this case seeking almost $3 billion in damages. 
On June 11, 2021, the Court entered an order confirming the briefing schedule jointly requested by 
all parties to the proceeding. Under this schedule, briefing on the complaint or a dispositive motion, 
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if filed by defendants, will conclude on October 4, 2021. The order harmonizes briefing schedule in 
this case and the UTIER case, given the substantial overlap between the cases. 

• Senate of Puerto Rico v. Paredes-Maisonet, Adv. Pro. No. 21-00059-LTS (D.P.R. June 3, 2021) 
On June 1, 2021, the Senate of Puerto Rico, represented by its President, Hon. José Luis Dalmau 
Santiago, filed a Complaint in the Commonwealth of Puerto Rico Court of First Instance, San Juan 
Superior Court.  Among others, it names PREPA, the P3 Authority, and LUMA Energy, LLC and 
certain of each of their executives and the Governor of Puerto Rico as defendants. Plaintiff seeks a 
preliminary injunction enjoining LUMA from exercising authority under the O&M Agreement, ordering 
the return of management of the transmission and delivery system to PREPA, and a reversal of steps 
taken to effectuate the O&M Agreement.  On June 3, 2021, Efran Paredes Maisonet, the Executive 
Director of PREPA, in his official capacity, and FAFAA, in its capacity as the entity authorized to act 
on behalf of Puerto Rico's governmental entities by the Enabling Act of the Fiscal Agency and 
Financial Advisory Authority, Act 2-2017, removed the action to the Title III Court.  Plaintiff filed a 
motion to remand on June 10, 2021.  The motion to remand will be fully briefed by July 1, 2021. 

Pension Plans 
On September 29, 2011, two ERS beneficiaries commenced a derivative suit in the Commonwealth of Puerto 
Rico Court of First Instance, San Juan Part (the Commonwealth Court) in the case styled Administración de 
los Sistemas de Retiro de los Empleados del Gobierno y la Judicatura de Puerto Rico, et. al v. UBS Fin. 
Servs. Inc. of Puerto Rico, et al., Civ. No. KAC-2011-1067 (803) (P.R. Ct. of First Instance Sept. 29, 2011) 
(the UBS Action), alleging breach of fiduciary duties and breach of contract against the underwriters in the 
issuance and underwriting of $3 billion of ERS Bonds in 2008. On December 7, 2016, the Commonwealth 
Court allowed ERS to intervene and ordered the plaintiffs, which now include ERS and seven individual 
plaintiffs (collectively, the Plaintiffs), to file a third amended complaint against the underwriters, including UBS 
Financial Services Inc. of Puerto Rico (UBS), and related entities (collectively, the UBS Defendants). UBS 
had served as the lead underwriter of the 2008 ERS Bonds. 
Among other things, Plaintiffs allege that by participating as the lead underwriter of the 2008 ERS Bonds, 
UBS violated its contractual, non-contractual and fiduciary obligations to ERS. The Plaintiffs seek a ruling 
that UBS is liable to ERS for over $800 million for underwriting the 2008 ERS Bonds.  
On March 6, 2019, Plaintiffs filed the Fourth Amended Complaint against the UBS Defendants, which was 
accepted by the Commonwealth Court on April 15, 2019. On April 29, 2019, UBS filed its answer and an 
informative motion regarding its intent to file a counterclaim if ERS’s Title III automatic stay were to be lifted. 
The proposed counterclaim attached to the informative motion alleges breach of contract and indemnification 
arising out of ERS’s issuance of the 2008 ERS Bonds. 
On June 25, 2019, the Oversight Board filed a motion to stay certain contested matters pending confirmation 
of a proposed plan of adjustment for the Commonwealth. On July 24, 2019, the Title III Court entered an 
order staying until November 30, 2019, various adversary proceedings and claims objections before it with 
overlapping issues, including those involving the validity of the ERS Bond issuances. Because these 
overlapping issues are also at stake in the UBS Action, UBS contends that the UBS Action in the 
Commonwealth Court should be stayed pending the Title III Court’s resolution of these common legal issues. 
On October 8, 2019, UBS filed a motion for relief from the automatic stay in order to assert counterclaims in 
the Commonwealth Court for breach of contract and indemnification against the System in the UBS Action. 
UBS asserts that the System represented in the 2008 System Bond Offering Statements that it was issuing 
the 2008 System Bonds in accordance with the authority provided under the Retirement Act, and that the 
2008 System Bonds would be legally binding special obligations of the System. UBS also argues that the 
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System represented in the purchase contracts entered into with UBS that the System had full right, power 
and legal authority to issue the bonds, and it was not in violation of any law. On December 11, 2019, the Title 
III Court held a hearing on UBS’s stay relief motion. On December 16, 2019, the Title III Court granted UBS 
limited relief from the stay solely to allow UBS to present its proposed counterclaims in the Commonwealth 
Court. On February 4, 2020, UBS submitted its counterclaims in the Commonwealth Court. On March 9, 
2020, the Oversight Board filed its objections to the counterclaims. On March 30, 2020, UBS renewed its 
stay relief motion, arguing that the Oversight Board’s objection to the counterclaims violated the December 
limited lift-stay order and the Commonwealth Court should now be free to hear the Oversight Board’s 
objections. On April 22, 2020, the Title III Court denied the motion. 
UBS has also filed two proofs of claim against ERS related to the UBS Action, as well as two proofs of claim 
related to Casasnovas Balado v. UBS Fin. Servs., Inc., No. KAC-2014-0072 (905) (P.R. Ct. of First Instance 
Jan. 29, 2016), an action filed by a group of individual plaintiffs arising from the ERS Bond issuances. 
Commitments and Other Contingencies 
On November 23, 1998, a global settlement agreement (the Global Agreement) was entered into by and 
between certain tobacco companies and certain states, territories, and other jurisdictions of the United States 
of America, including the Commonwealth. The Global Agreement calls for annual payments through the year 
2025, which will vary due to inflationary and volume adjustments. Estimated payments to be received under 
the Global Agreement through the year ending June 30, 2025, amount to approximately $884 million. After 
2025, the tobacco companies will continue making contributions in perpetuity. Pursuant to Act No. 173-1999, 
which created the Children’s Trust (a blended component unit), the Commonwealth conditionally allocated 
and transferred to the Children’s Trust the contributions that the Commonwealth is entitled to receive under 
the Global Agreement. Payments received under the Global Agreement and recognized as revenue during 
the year ended June 30, 2018, amounted to approximately $77.3 million. All of the revenue to be received 
under the Global Agreement and investment earnings on certain accounts under bond indentures is pledged 
as collateral for the Tobacco Settlement Asset Backed Bonds, Series 2002, 2005, and 2008. As of June 30, 
2018, the approximate amount of the pledge is $1.4 billion, representing the approximate remaining principal 
and interest of the aforementioned bond issuances, which are committed through May 15, 2057. Accordingly, 
until May 15, 2057, such revenue is not available for other purposes. 
The healthcare industry, under which PRMeSA operates, is subject to numerous laws and regulations, which 
include, among other things, matters such as government healthcare participation requirements, various 
licenses and accreditations, reimbursements for patient services, and Medicare and Medicaid fraud and 
abuse. Government action has increased with respect to investigations and/or allegations concerning 
possible violations of fraud and abuse and false claims statutes and/or regulations by healthcare providers. 
Providers that are found to have violated these laws and regulations may be subjected to fines or penalties. 
While management of PRMeSA believes its policies, procedures, and practices comply with governmental 
regulations, no assurance can be given that the Administration will not be subject to governmental inquires 
or actions. 
The SCPT has financial assistance agreements with several municipalities of the Commonwealth to provide 
funding for the construction, improvement, and rehabilitation of certain projects of the Special Communities. 
At June 30, 2018, the SCPT’s accumulated budgeted balances on these agreements amounted to 
approximately $1.1 billion, from which a total of approximately $1 billion had been disbursed. 
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As of June 30, 2018, the following blended component units maintained various unspent construction and 
assistance commitments as follows (in thousands):  

 
The Commonwealth is also committed under numerous noncancelable long-term- operating lease 
agreements, which expire through 2030, covering land, office facilities, and equipment. Rental expenditure 
within the governmental funds for the year ended June 30, 2018 under such operating leases was 
approximately $54 million. 
The future minimum lease payments for these leases were as follows (in thousands): 

 
Environmental Commitments and Contingencies 
The Commonwealth accounts for pollution remediation obligations in accordance with GASB Statement 
No. 49, Accounting and Financial Reporting for Pollution Remediation Obligations. This Statement addresses 
accounting and financial reporting standards for pollution (including contamination) remediation obligations, 
which are obligations to address the current or potential detrimental effects of existing pollution by 
participating in pollution remediation activities such as site assessments and cleanups. The scope excludes 
pollution prevention or control obligations with respect to current operations, and future pollution remediation 
activities that are required upon retirement of an asset, such as landfill closure and postclosure care. 
Once any of five specified obligating events occurs, a government is required to estimate the components of 
expected pollution remediation outlays and determine whether outlays for those components should be 
accrued as a liability or, if appropriate, capitalized when goods and services are acquired. Obligating events 
include the following: 
• The government is compelled to take pollution remediation action because of an imminent 

endangerment. 

• The government violates a pollution prevention related permit or license. 
• The government is named, or evidence indicates that it will be named, by a regulator as a responsible 

party or potentially responsible party (PRP) for remediation, or as a government responsible for sharing 
costs. 

• The government is named, or evidence indicates that it will be named, in a lawsuit to compel participation 
in pollution remediation. 

Entity Amount

PRIFA $ 22,809  

Year(s) ending June 30:
2019 $ 59,276  
2020 43,718  
2021 31,465  
2022 18,285  
2023 14,619  
2024–2028 32,466  
2029–2030 974  

Total future minimum
lease payments $ 200,803  
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• The government commences or legally obligates itself to commence pollution remediation. 
Discretely Presented Component Units 
In the normal course of their operations, various discretely presented component units are also subject to 
guarantees and other actions brought by third parties seeking damages or entering into commitments. Such 
actions are disclosed in the separately issued reports of the major discretely presented component units. 
With respect to commitments related to guarantees, these commitments and guarantees are summarized 
below: 
(a) GDB 

At June 30, 2018, GDB had financial guarantees for the private sector of approximately $109 million. In 
addition, at June 30, 2018, standby letters of credit to the public-sector- were approximately $1.3 billion. 
Commitments to extend credit to the public-sector- were approximately $1.4 billion, while there were no 
commitments to extend credit to the private sector. 
On July 24, 2013, Aerostar Airport Holdings, LLC (Aerostar) and PRPA entered into a lease agreement 
of Luis Muñoz Marín International Airport (LMMIA), for a term of 40 years. In connection with the lease 
of LMMIA, GDB executed a payment guarantee in favor of Aerostar for any Termination Damages due 
and payable in cash by PRPA under the lease agreement. In accordance with GDB’s guarantee, Aerostar 
has the right to terminate the lease agreement mainly under three different noncompliance scenarios on 
the part of PRPA. The amount of Termination Damages mainly consists, among other components, of 
the LMMIA Facility Leasehold Value and Leasehold Compensation as defined in the agreement. Notably, 
notwithstanding the GDB Title VI Qualifying Modification (the “Qualifying Modification”), which resulted 
in a restructuring of substantially all of GDB’s debts, GDB agreed to remain the guarantor with respect 
to the lease agreement with Aerostar and Aerostar provided written confirmation that the contingent 
guarantee claims against GDB shall remain against GDB notwithstanding the transfer of assets outside 
of GDB pursuant to the Qualifying Modification. 
On September 22, 2011, Autopistas Metropolitanas de Puerto Rico, LLC (Metropistas) and PRHTA 
entered into a concession agreement (the Concession Agreement) for the administration of the toll roads 
PR-22 and PR-5, for which PRHTA received in exchange a lump sum payment of $1.1 billion and a 
commitment to make immediate improvements to the toll roads amounting to $56 million and to comply 
with world class operating standards, which may require investing more than $600 million over the life of 
the concession. In connection with the closing of the Concession Agreement, GDB executed a payment 
guarantee in favor of Metropistas pursuant to which GDB acts as guarantor of any Termination Damages, 
as defined in the Concession Agreement, due and payable in cash by PRHTA under the Concession 
Agreement. The amount of Termination Damages consists, among other components, of the fair market 
value of Metropistas’ interest in the toll roads. At the same time, in connection with the payment 
guarantee, GDB and PRHTA also entered into a Reimbursement Agreement whereby PRHTA agreed to 
reimburse GDB for any amounts paid under the guarantee. Notably, notwithstanding the Qualifying 
Modification, GDB also agreed to remain the guarantor with respect to the Concession Agreement with 
Metropistas and Metropistas provided written confirmation that the contingent guarantee claims against 
GDB shall remain against GDB notwithstanding the transfer of assets outside of GDB pursuant to the 
Qualifying Modifcation. 
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The PRHFA 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, 2018, the principal balance of the mortgage loans 
serviced for others is approximately as follows (in thousands): 

 
GDB and certain of its component units are defendants in several lawsuits arising out of the normal 
course of business. Management, based on advice of legal 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 GDB or its component units. 

(b) PRHTA 
PRHTA is a defendant or codefendant in various lawsuits for alleged damages in cases principally related 
to construction projects. The contactors are required, under the terms of the construction agreements, to 
carry adequate public liability insurance and to hold harmless PRHTA from lawsuits brought on account 
of damages relating to the construction of the projects. As of June 30, 2018, PRHTA, based on legal 
advice, has recorded a liability of approximately $105 million for probable losses on those claims not fully 
covered by insurance. Outstanding legal liability is composed of approximately $10.7 million of legal 
cases related to construction projects and approximately $94.1 million related to expropriation and 
related costs. In the opinion of legal counsel, any liability in excess of the recorded liability that may arise 
for such claims will not be significant to PRHTA’s financial position or results of operations. As of May 
21, 2017, PRHTA is a debtor in a Title III case under PROMESA and, as a result, these cases are stayed 
during the pendency of PRHTA’s Title III case, and these matters may be resolved as unsecured claims 
against PRHTA through the Title III process or otherwise. 

(c) PREPA 
In 2009, a large fire at a tank farm owned by CAPECO caused major damage to surrounding areas. 
PREPA stored some of its fuel at this facility. In the aftermath of the fire, numerous claims were filed 
against CAPECO. Some of the plaintiffs included PREPA as a defendant in these suits, alleging that 
PREPA failed in its duty (as the owner of fuel stored at the site) to properly monitor CAPECO’s operations 
in the tank farm. On August 12, 2010, CAPECO filed` for bankruptcy. As a result, all proceedings against 
CAPECO were stayed. Subsequently, CAPECO’s bankruptcy proceeding ended, though PREPA began 
its Title III proceeding. Claims against PREPA are stayed by virtue of its Title III filing. 
Consumer Billing Litigation 

• Ismael Marrero, et al. v. PREPA, et al. 
This is a class action lawsuit against PREPA, William A. Clark, Edwin Rodríguez, and César Torres, 
as well as several laboratories, and oil supply companies. The plaintiffs claim that the defendants 

Entiy Amount

Puerto Rico Community Development
Fund I $ 29,302  

Office for the Administration of the
Assets of the Urban Renovation
and Housing Corporation or its
successor without guaranteed
mortgage loan payments 19  

Total $ 29,321  
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entered into a RICO conspiracy whereby PREPA paid noncompliant fuel oil at compliant fuel oil price, 
in exchange for kickbacks from the individual defendants. Plaintiffs further alleged that they were 
overcharged under monthly electricity invoices as a result of the alleged RICO conspiracy. 
The District Court bifurcated the case and, subsequently, certified the class. Defendants appealed 
the decision, and it is still pending in the First Circuit Court of Appeals. 
PREPA was litigating the case vigorously, defending the merits phase of the case. Plaintiffs are not 
claiming at this time a specific amount of damages. In the unlikely event that plaintiffs were to prevail 
on the merits, the amount of damages to be awarded would depend on expert testimony. At present, 
the case is stayed as a result of PREPA’s bankruptcy proceedings. 

• Pedro Santiago v. AEE, et al. 
The case of Pedro Santiago v. AEE, et al., Civil No. KPE20160618, is a consumer class action 
against PREPA under 32 L.P.R.A. § 3341, also claiming unjust enrichment, damages of up to $600 
million, antitrust violations, and requesting permanent injunction. A proposed class of plaintiffs, all of 
whom are residential energy consumers, are challenging the fuel adjustment charge and the 
purchase of energy charge on various grounds, including breach of contract claims. PREPA 
answered the complaint, which was thereafter amended. The case is currently stayed under 
PROMESA. If the stay is lifted, PREPA will vigorously defend the case and maintains that there is 
no cause of action against it. 

Other Litigation 

• PREPA v. Vitol Inc. 
In 2009, the Authority filed suit in the San Juan Court of First Instance against Vitol, Inc. and Vitol 
S.A. (collectively, “Vitol”) seeking declaratory judgment as to the nullity of two fuel supply agreements 
due to the Vitols’ failure to disclose (a) certain corruption criminal charges to which Vitol S.A. pled 
guilty and (b) various other investigations. Vitol removed this suit to the U.S. District Court for the 
District of Puerto Rico (“District Court”) and presented a counterclaim alleging that the Authority owed 
Vitol, Inc. approximately $45 million, consisting of $28 million in fuel that was delivered to, and used 
by, the Authority and approximately $17 million, for reimbursement of excise taxes, plus interests, 
costs, and attorney’s fees. The Authority requested remand of the case back to the Court of First 
Instance. On November 28, 2012, the Authority filed a second complaint against Vitol in the Court of 
First Instance seeking essentially the same remedies sought in the first action but as to four other 
contracts, after discovery revealed the date in which Vitol learned of the investigations in the 
corruption cases. Vitol also removed this action to the District Court. The Authority requested remand 
back to the Court of First Instance. The two cases were consolidated by the District Court. The 
Authority claims approximately $3.5 billion in the aggregate. Vitol, Inc. has resolved the claim for the 
$17 million in excise taxes and has stated that it will amend its counterclaim to dismiss that claim. 
Discovery in the case was closed. The case was remanded to the Court of First Instance and that 
forum set November 15, 2019 as the date for the Authority and Vitol to file simultaneous motions for 
summary judgment. On November 14, 2019, Vitol removed the case again to the District Court in the 
Title III proceedings, due to the Special Claims Committee in the Title III Proceedings having filed an 
amended complaint in an adversary proceeding alleging claims against Vitol under the contracts in 
question in the Court of First Instance proceedings. The Authority moved for remand to the Court of 
First Instance once again, but the District Court denied the Authority’s motion for remand on March 
13, 2020. The case is currently before the District Court as an adversary proceeding in the Title III 
proceedings. 
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• Tradewinds Energy Barceloneta LLC and Tradewinds Energy Vega Baja Arbitration 
PREPA and Tradewinds Energy LLC entered into two Power Purchase and Operating Agreements 
(Tradewinds PPOAs) to develop aeolic (wind) energy facilities, which were assigned to Tradewinds 
Energy Barceloneta and Tradewinds Energy Vega Baja (collectively, Tradewinds). On January 18, 
2016, Tradewinds filed a demand for arbitration under the two Tradewinds PPOAs claiming $30 
million in damages. The parties have already selected the arbitrator but have yet to execute the 
arbitration submission agreement so that PREPA may proceed to answer the claim for arbitration. 
PREPA will deny any and all liability to Tradewinds and denies having breached any obligations 
under the Tradewinds PPOAs. The case has been stayed as a result of the filing of PREPA’s Title III 
petition. 

• ReSun (Barceloneta) LLC Litigation and Arbitration 
ReSun (Barceloneta) LLC (ReSun) and PREPA entered into a Power Purchase and Operating 
Agreement (ReSun PPA). ReSun claims that PREPA breached its obligations under the ReSun PPA 
and demanded arbitration. PREPA asserted that it did not have to submit to arbitration yet and, on 
December 30, 2015, ReSun filed a complaint before the State Court to compel PREPA to submit to 
arbitration. 
PREPA filed a motion for summary judgment to dismiss the complaint to compel and, on April 20, 
2016, the State Court granted PREPA’s motion and dismissed the complaint to compel arbitration. 
On June 23, 2016, ReSun appealed the judgment of dismissal. PREPA filed its appellee brief. The 
Court of Appeals affirmed the summary judgement of dismissal. ReSun filed a petition for certiorari 
before the PR Supreme Court, which was stayed as a result of the filing of PREPA’s Title III petition. 
Management believes that the case has no merit, and no accrual has been made. 

• PBJL Energy Corporation Litigation v. PREPA 
On December 20, 2011, PREPA and PBJL Energy Corporation (PBJL) entered into a Master 
Renewable Power Purchase and Operating Agreement (PBJL MPPA) pursuant to which PBJL, in its 
discretion, could propose to PREPA solar photovoltaic energy projects pursuant to which, if PREPA’s 
system could interconnect the proposed projects, and PREPA accepted a proposed site and 
interconnection point, PREPA and PBJL could enter into a Power Purchase and Operating 
Agreement (PBJL PPA). On May 5, 2015, PBJL filed a complaint against PREPA and various 
employees in their official and personal capacity, claiming that PREPA had an obligation to award 
PBJL PPAs to PBJL and that PREPA breached its obligations under the PBJL MPPA by refusing to 
award PBJL PPAs to PBJL under the PBJL MPPA. On June 2, 2015, PBJL filed an amended 
complaint. On July 30, 2015, PREPA’s defendant employees filed a motion to dismiss the complaint 
against them in their personal capacities, which was granted by the court. On August 10, 2015, 
PREPA answered the amended complaint. PBJL claims damages in the amount of $211 million. 
PREPA has denied any liability to PBJL and has asserted that PREPA did not have the obligation to 
award a PBJL PPA to PBJL under the PBJL MPPA because the same is not a contract, and that, to 
the extent that the PBJL MPPA is a contract, the same is null and void for lack of consideration and 
due to PBJL’s failure to provide PREPA the sworn statement required by Act 458 of 2000, as 
amended, among other defenses raised by PREPA in its answer to the complaint. The case was in 
the stage of discovery proceedings, however, on August 30, 2017 the Puerto Rico Court of First 
Instance stayed this case due to PREPA’s Title III filing under PROMESA. 
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• CMA Builders 
This is a cash collection action related to a bid bond furnished with the proposal forfeited in favor of 
PREPA. It was furnished after CMA was awarded the bid for supplying fuel oil but later failed to enter 
into a Contract with PREPA. A motion to reconsider was filed before the Puerto Rico Court of 
Appeals. This was denied by said Appellate Court on May 19, 2017. 

• Bodily Injuries Claims 
PREPA is a defendant on several legal claims arising from different separate individuals, claiming 
physical bodily injuries suffered by coming into contact with wires and similar accidents and events. 
Aggregate claims amount to approximately $150 million. PREPA has accrued approximately $6 
million as a contingent liability to settle these legal claims but intends to continue to defend the cases 
vigorously. However, on July 2, 2017, PREPA filed for a petition for relief under Title III of PROMESA. 
PREPA timely filed the notice of stay before the Puerto Rico Courts of First Instance and Court of 
Appeals and Supreme Court, as well as in the Federal District Court, where these cases were 
pending and as a result these claims were stayed. 

• Tec General Contractors v. PREPA 
Judgment was entered against PREPA and CSA jointly for approximately $1.2 million. PREPA was 
also found liable for administrative expenses and retainer fee for a total of approximately $174 
thousands. The case was appealed by PREPA and CSA. On July 19, 2017 PREPA filed Notice of 
Stay, having filed for bankruptcy under PROMESA on July 2, 2017. The case was stayed. Plaintiffs 
moved for reconsideration for stay as to CSA to be lifted. Both the Authority and CSA opposed the 
petition for reconsideration and the same was denied. Thereafter, the parties prepared a Stipulation 
to modify the stay so as to continue the case against CSA exclusively. On January 26, 2021, the 
Puerto Rico Court of Appeals issued a judgment, notified on January 29, 2021 where it partially 
reversed the trial court’s judgment. In particular, it reversed the trial court’s determination that plaintiff 
TEC was to be reimbursed all additional costs caused by the implicit change in construction material 
and affirmed payment to TEC of all amounts withheld or retained. TEC filed a Motion for 
Reconsideration on February 8, 2021, thereby tolling the 30 days term to file an appeal before the 
Puerto Rico Supreme Court. However, the Court of Appeals denied Motion for Reconsideration and 
TEC has filed an appeal before the Supreme Court. 

(d) PRASA 
PRASA is a defendant in various lawsuits arising in the normal course of its business, including 
employment, contract, construction, and miscellaneous environmental claims. In the opinion of PRASA 
and its General Counsel, the ultimate disposition of such existing proceedings is either covered by 
insurance or will not have a material adverse effect on the financial position or operations of PRASA. 
However, management, based on discussion and opinions from legal counsels, has accrued a liability to 
cover litigation claims and contingencies that are approximately $72.4 million as of June 30, 2018.  

(e) UPR 
The UPR participates in a number of federal financial assistance programs. These programs are subject 
to audits in accordance with the provisions of the Office of Management and Budget (OMB) Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform 
Guidance) or to compliance audits by grantor agencies. The amount, if any, of expenditures which may 
be disallowed by the granting agencies cannot be determined at this time. Management believes the 
impact, beyond any amount accrued at June 30, 2018, will not be material to UPR’s basic financial 
statements. 
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Medical malpractice claims have been asserted against the UPR hospital and are currently at various 
stages of litigation. It is the opinion of the UPR hospital’s legal counsel and management that recorded 
accruals are adequate to provide for potential losses resulting from pending or threatened litigation, as 
well as claims from unknown incidents that may be asserted arising from services provided to patients. 
Under Act No. 98-1994, maximum claims loss against the UPR hospital is limited to $75,000 per person, 
or $150,000 if it involves actions for damages to more than one person or where a single injured party is 
entitled to several causes of action. Based on the review of current facts and circumstances, the UPR 
hospital’s management has recorded a provision for claims losses of approximately $5.9 million as of 
June 30, 2018, to cover claims and lawsuits that may be assessed against the UPR hospital. 

Environmental Commitments and Contingencies 
The following discretely presented component units’ operations are the ones carrying and involved in specific 
activities that are subject to state and federal environmental regulations: 
(a) PREPA 

The facilities and operations of PREPA are subject to regulation under numerous Federal and 
Commonwealth environmental laws, including the Clean Air Act, Clean Water Act, Oil Pollution Act 
(OPAV), Resource Conservation Recovery Act (RCRA), Comprehensive Environmental Response, 
Compensation and Liability Act (CERCLA) and Underground Storage Tanks, among others. PREPA 
monitors its compliance with laws and regulations and reviews its remediation obligations on an ongoing 
basis. In February 1992, the Environmental Protection Agency (EPA) conducted a multimedia inspection 
of PREPA’s facilities and identified several alleged instances of noncompliance. PREPA and the EPA 
negotiated and signed a consent decree (the Consent Decree), to resolve the issues regarding the 
deficiencies observed during the inspection and to ensure future compliance with all applicable laws and 
regulations. The Consent Decree requires that PREPA improve and implement compliance programs 
and operations to ensure compliance with environmental laws and regulations. 
In 2004, the United States federal court approved a modification to the Consent Decree in which PREPA 
reduced the sulfur content in the No. 6 fuel oil used in certain generating units of its Costa Sur, Aguirre, 
Palo Seco and San Juan Power Plants. Additionally, PREPA has completed a nitrogen oxide emissions 
reduction program and modified the optimal operating ranges for all its units under the Consent Decree. 
PREPA believes it is in substantial compliance with the Consent Decree programs. On July 22, 2014, 
representatives from PREPA, EPA and United States Department of Justice (DOJ) met to discuss the 
termination of some of the Programs. As a result, the EPA and the DOJ requested PREPA to submit 
information regarding PREPA’s compliance with the Programs for their review and evaluation. On 
September 25, 2014, PREPA’s representatives met again with EPA and DOJ representatives and 
submitted the information requested, along with a letter where PREPA formally requested the EPA to 
review and approve the termination of those programs/provisions of the Consent Decree and its 
Modification of 2004 presented, as well as begin the process toward jointly filing in the Court a stipulation 
for Partial Termination of such programs. To accomplish this goal, PREPA suggested to appoint a task 
force composed of EPA and PREPA representatives to schedule and meet to address the details which 
EPA Agreed to. As of May 2018, task force meetings between PREPA and EPA have been held, and a 
draft of the document is being reviewed by EPA and DOJ. Once the document is final it must go through 
a public process for its final approval. 
In 2002, PREPA received a Special Notice Concerning Remedial Investigation/Feasibility Study for Soil 
at the Vega Baja Solid Waste Disposal Superfund Site. The EPA has identified PREPA and six other 
entities as “potentially responsible parties,” as defined in the CERCLA. 
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On April 25, 2013, the Consent Decree civil action (No. 12-1988 (ADC)) was filed in the U.S. Court for 
the District of Puerto Rico. An Environmental Escrow Agreement (“EEA”) was entered into by and among 
the GDB, as the escrow agent, the Puerto Rico Land Authority (“PRLA”), the Puerto Rico Housing 
Department (“PRHD”), and PREPA and the EPA. The EEA was created to serve as financial assurance 
for the performance of the obligation under the Consent Decree. On June 24, 2013, PREPA deposited 
$400 thousand into GDB escrow account as provided in the Consent Decree. Accounts and payments 
in GDB are retained due to the restructuring process. The escrow account is now deposited in a 
commercial bank. If the escrow account balance is reduced below $250 thousand, PREPA, PRLA, and 
PRHD must establish and maintain a performance guarantee for the benefit of EPA equal to the 
difference of the escrow account balance and $250 thousand. Public agencies may elect to satisfy this 
performance guarantee requirement either individually, by providing separate performance guarantees 
which total the amount required to be maintained as set forth above, or collectively. 
PREPA, on behalf of PRLA and PRHD, has requested disbursements charged against this account and 
payments have been processed. All payments required to be charged against this account are to cover 
projects required by the Consent Decree. If payments are not fulfilled, services can be suspended by the 
contractors resulting in the application of fines for noncompliance as agreed by the parties. 
PREPA shall pay EPA all future response costs not inconsistent with the National Oil and Hazardous 
Substances Pollution Contingency Plan. PREPA has not been informed about these costs and is unable 
to determine an estimated amount, therefore there is no amount recorded in the financial statements. 
This Consent Decree can be terminated upon motion by any party, provided that all public defendants 
have satisfied their obligations of payments of certain “Response Cost and Stipulated Penalties.” 
Termination of the Consent Decree shall not affect certain “Covenants Not to Sue” including all 
reservations pertaining to those covenants and shall not affect any continuing obligation of PREPA, 
PRLA and the PRDH (all referred in the Consent Decree as the Settling Defendants). 
Currently, the appointment of a Supervisory Contractor is in progress. The inspection and reporting work 
required in the Agreement is being carried out by a project coordinator appointed by PREPA, in 
coordination with the representatives appointed by the PRLA and the PRDH. In September 2020, the 
EPA started a re-evaluation of the Preliminary Operation and Maintenance Plan (the Plan) implemented, 
as required by the AOC. As part of this review, the EPA contractor, inspected a number of properties that 
were not remedied because the lead concentration detected in the field was below 450 ppm. The 
information collected will be evaluated by the EPA and changes to the Plan or new remediation actions 
could be ordered by the EPA. PREPA may be required to pay additional costs incurred by the EPA. 
PREPA continues to develop and implement a comprehensive program to improve environmental 
compliance media. This program has been and continues to be updated to conform to new regulatory 
requirements. 

(b) PRASA 
On December 15, 2006, an agreement (Civil Case No. KPE 2006 0858) was signed between PRASA 
and the PRDOH to address Safe Drinking Water Act (SDWA) compliance. The agreement was 
preliminarily approved by the supervising court on March 15, 2007, amended, and finally approved by 
the court on June 20, 2008. PRASA agreed to implement a work plan to remediate SDWA violations and 
a procedure to address future violations that may arise, establish preventive and mitigation measures, 
and execute a preventive maintenance program for the purpose of meeting the requirements of the 
SDWA. This Act requires the compliance with parameters of water quality and treatment techniques in 
PRASA’s water systems. As part of the agreement, PRASA paid a civil penalty of $1 million during fiscal 
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year ended June 30, 2007 for alleged non-compliances with the SDWA. The Agreement requires that 
PRASA self-assess and pay stipulated penalties for failing to comply with remedial measures deadlines. 
During the calendar year ended December 2016, PRASA accrued approximately $0.56 million for 
penalties for noncompliance with the remedial measures of the Agreement, corresponding to the 
Progress Reports 31 to 35. On July 7, 2017, $0.56 million were deposited in an escrow account to be 
used for a second SEP that involves the chemical monitoring of 130 Non-Authority systems. PRASA is 
in compliance with the second SEP. 
As part of the Agreement, PRASA paid stipulated penalties during fiscal years 2018 and 2017 of $0.21 
million and $0.34 million, respectively. Stipulated penalties were paid by PRASA for failing to comply with 
remedial measures deadlines and parameters exceedances. PRASA deposited $0.13 million for fiscal 
year 2018 and $0.24 million for fiscal year 2017 in an escrow amount for parameters exceedances. The 
escrow account is to be used for compliance projects with the approval of the DOH. 
The long-term remedial measures are divided in three terms: the Term 1 measures that were to be 
completed by December 31, 2011, the Term 2 measures that were to be completed by December 31, 
2016, and the Term 3 measures are to be completed by December 31, 2021. All long-term remedial 
measures under Term 1 have been completed. The Term 2 measures have a total of 18 projects of which 
14 have been completed. 
DOH jointly requested the overseeing court to convert these remaining measures to the Term 3 category, 
which motion was granted by the court. The Term 3 measures have a total of 13 projects, seven of which 
have been completed. With respect to the remaining six remedial measures, PRASA and the DOH filed 
an additional joint motion requesting time extensions for four of these and the elimination of the remaining 
two, which motion was also granted by the court. 
The time frame for the completion of the remaining Term 3 long-term measures remains December 31, 
2021, but PRASA has asked to start negotiations with the DOH to amend the 2006 Drinking Water 
Settlement Agreement to include: (i) an update of PRASA facilities, (ii) the elimination of certain projects 
and/or requirements included in the 2006 Drinking Water Settlement Agreement because such projects 
and/or requirements have already been completed and certified as such; (iii) the acceptance and the 
implementation of the prioritization system and the Base List as was accepted under the 2015 EPA 
Consent Decree; and (iv) the inclusion of scheduled mandatory projects under the base list in the 2015 
EPA Consent Decree. However, these negotiations were not completed as of the date of these financial 
statements. 
Before Hurricanes Irma and Maria in September 2017, PRASA had been in substantial compliance with 
the capital improvement project deadlines of the 2006 Drinking Water Settlement Agreement. After these 
Hurricanes, PRASA submitted a notification to DOH invoking the force majeure provisions of the 2006 
Drinking Water Act Settlement Agreement and indicating the possibility of some delays in projects and 
program due dates. As of the date of issuance of the financial statements, as mentioned above, PRASA 
has substantially complied with the capital improvement project deadlines under the 2006 Drinking Water 
Settlement Agreement. PRASA anticipates, however, that it may have difficulties meeting future 
deadlines unless the DOH approves the prioritization system under that Settlement Agreement. 
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Construction Commitments 
As of June 30, 2018, the following discretely presented component units maintained various unspent 
construction agreements as follows (in thousands): 

 
Service Concession Arrangements (SCA) 
(c) PRHTA 

On September 22, 2011, PRHTA entered into a toll road concession agreement (the Toll Road Service 
Concession Agreement) with Autopistas Metropolitanas Puerto Rico, LLC (the Concessionaire), in which 
PRHTA granted to the Concessionaire the right to finance, operate and maintain PR-5 and PR-22 
highways (the Toll Roads) for a period of 40 years. During the 40-year term, the Concessionaire will have 
the right to charge and collect tolls imposed on the Toll Roads. PRHTA received an upfront concession 
fee payment of approximately $1.1 billion, from which approximately $873 million was used to redeem 
or defease certain bonds issued and outstanding associated with the Toll Roads. PRHTA recorded a 
deferred inflow of resources of approximately $1.1 billion, which is being amortized and recognized as 
revenue over the 40-year term of the agreement. The Toll Roads (capital assets) will continue to be 
reported in the statement of net position as a separate item as highways and bridge under service 
concession agreements. As of June 30, 2018 the total aggregate amount of the Toll Roads capital assets 
was approximately $141.9 million, net of accumulated depreciation. Toll Roads depreciation was 
suspended on September 22, 2011 until the expiration of the Toll Roads Service Concession Agreement 
because the agreement requires Metropistas to return the Toll Roads to PRHTA in their original or an 
enhanced condition. However, improvements by Metropistas to the Toll Roads are depreciated over the 
estimated useful life. 
On April 19, 2016, PRHTA entered into an amendment to the Toll Road Service Concession Agreement 
to extend the original term for 10 additional years and to create five bi-directional tolling points on the Toll 
Roads. PRHTA received an upfront concession fee payment of approximately $100 million, which was 
used to pay approximately $18.2 million of PRHTA’s current debts and approximately $79.8 million was 
transferred to the Commonwealth in fiscal year 2016. Also, in June 2017, PRHTA received an additional 
$15 million payment concurrently with the commencement of the bi-directional system described above.  
In addition, PRHTA capitalized and considered as deferred inflows of resources $2.5 million during the 
fiscal year ended June 30, 2018, for improvements made by Metropistas to the Toll Roads. 

Amount

Major:
PRHTA $ 401,000      
UPR 67,800        
SIFC 5,000          

Sub-total 473,800      
Nonmajor 35,119        

$ 508,919      
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Toll Roads and Bridge Concessions under the Service Concession Agreements, at June 30, 2018 
consisted of (in thousands): 

 
 Retirement Plans 

Act 106-2017, enacted on August 23, 2017, approved a substantial pension reform for all of the 
Commonwealth’s retirement systems. The Commonwealth retirement systems included the Employees’ 
Retirement System of the Government of the Commonwealth (the ERS), the Retirement System for the 
Judiciary of the Commonwealth (the JRS), and the Puerto Rico System of Annuities and Pensions for 
Teachers (the TRS) (collectively referred to as the Retirement Systems).  This reform modified most of the 
Retirement System’s activities, eliminated the employer contributions, created the legal framework to 
implement a pay-as-you-go (PayGo) system, and required the Commonwealth’s retirement systems to 
liquidate substantially all of their assets and to transfer the proceeds from such liquidation to the 
Commonwealth for the payment of pension benefits. Under the PayGo system, the Commonwealth’s General 
Fund makes direct pension payments to the pensioners and then gets reimbursed for those payments by the 
participating employers. Approximately $2 billion was allocated for these purposes in Commonwealth’s 
budget for fiscal year 2018. For further information regarding such pension legislation, see Note 3 and Note 
23. 
The Retirement Systems issued the June 30, 2017 stand-alone audited basic financial statements, which are 
publicly available. 
The Commonwealth accounts for pensions based on actuarial valuations measured as of the beginning of 
the year (June 30, 2017). Prior to July 1, 2017, the retirement plans of the Commonwealth were administered 
as trusts and followed the guidance in GASB Statement No. 68. The following information is provided based 
on the circumstances of the Retirement Systems and the actuarial valuation prior to the effect of Act 106-
2017. 
(a) ERS 

Plan Description – Before July 1, 2017, the ERS administered different benefit structures pursuant to Act 
No. 447, as amended, including a cost-sharing, multi-employer, defined benefit program, a defined 
contribution program (System 2000 program) and a contributory hybrid program. Benefit provisions vary 
depending on member’s date of hire. Substantially all full-time employees of the Commonwealth and its 
instrumentalities (the Commonwealth, 78 municipalities, and 55 public corporations) were covered by the 
ERS. The benefits under the aforementioned benefit structures were paid by the ERS until June 30, 
2017. 
Before August 23, 2017, membership was mandatory for all regular, appointed, and temporary 
employees of the Commonwealth at the date of employment in ERS’ prior programs. 
The benefits provided to members of ERS were statutorily established by Commonwealth and may be 
amended only by the Legislature with the Governor’s approval. Act No. 3-2013, in conjunction with other 

Toll roads concession $ 310,392           
Toll roads concession improvements 51,173             
Bridge concession 109,500           

Total 471,065           
Less accumulated depreciation (269,884)          

Total $ 201,181           
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recent funding and design changes, provided for a comprehensive reform of ERS. This summary details 
the provisions under Act No. 3-2013, which were in effect prior to August 23, 2017. 
Certain provisions are different for the three groups of members who entered ERS prior to July 1, 2013 
as described below: 
• Members of Act No. 447-1951 are generally those members hired before April 1, 1990 (contributory, 

defined benefit program). 

• Members of Act No. 1-1990 are generally those members hired on or after April 1, 1990 and on or 
before December 31, 1999 (together with Act No. 447 participants, the Defined Benefit Program). 

• Members of Act No. 305-1999 (Act No. 305-1999 or System 2000) are generally those members 
hired on or after January 1, 2000 and on or before June 30, 2013 (the System 2000 Program). 

All regular employees hired for the first time on or after July 1, 2013, and former employees who 
participated in the defined benefit program and the System 2000 program, and were rehired on or after 
July 1, 2013, became members of the Contributory Hybrid Program as a condition to their employment. 
In addition, employees who at June 30, 2013, were participants of previous programs became part of the 
Contributory Hybrid Program on July 1, 2013. 
Before July 1, 2017, the assets of the Defined Benefit Program, the System 2000 Program, and the 
Contributory Hybrid Program were pooled and invested by the ERS. Each member has a nonforfeitable 
right to the value of his/her account. Members have three options to invest their contributions. Investment 
income is credited to the member’s account semiannually. The Commonwealth does not guarantee 
benefits at retirement age. 
The following summary of ERS plan provisions is intended to describe the essential features of the plan. 
All eligibility requirements and benefit amounts should be determined in strict accordance with the  
applicable laws and regulations. 
(i) Service Retirements 

(a) Eligibility for Act No. 447-1951 Members: Act No. 447-1951 members who were eligible to retire 
as of June 30, 2013 would continue to be eligible to retire at any time. Prior to July 1, 2013, Act 
No. 447-1951 members could retire upon (1) attainment of age 55 with 25 years of credited 
service; (2) attainment of age 58 with 10 years of credited service; (3) any age with 30 years of 
credited service; (4) for Public Officers in High Risk Positions (the PRPOB and Commonwealth 
Firefighter Corps, the Municipal Police and Firefighter Corps and the Custody Office Corps), 
attainment of age 50 with 25 years of credited service; and (5) for Mayors of municipalities, 
attainment of age 50 with 8 years of credited service as a Mayor. In addition, Act No. 447-1951 
members who would attain 30 years of credited service by December 31, 2013 would be eligible 
to retire at any time. 
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Act No. 447-1951 members who were not eligible to retire as of June 30, 2013 and did not attain 
30 years of credited service by December 31, 2013 are eligible to retire upon attainment of the 
retirement eligibility age shown in the table below with 10 years of credited service. 

 
In addition to the requirements in the table above, Act No. 447-1951 Public Officers in High-Risk 
Positions who were not eligible to retire as of June 30, 2013 and did not attain 30 years of 
credited service by December 31, 2013 are eligible to retire directly from active service upon the 
attainment of age 55 with 30 years of credited service. 

(b)  Eligibility for Act No. 1-1990 Members: Act No. 1-1990 members who were eligible to retire as of 
June 30, 2013 continue to be eligible to retire at any time. Prior to July 1, 2013, Act No. 1-1990 
members could retire upon (1) attainment of age 55 with 25 years of credited service; 
(2) attainment of age 65 with 10 years of credited service; (3) for public officers in high-risk 
positions, any age with 30 years of credited service; and (4) for Mayors, attainment of age 50 
with 8 years of credited service as a Mayor. 
Act No. 1-1990 members who were not eligible to retire as of June 30, 2013 are eligible to retire 
upon attainment of age 65 with 10 years of credited service. In addition, Act No. 1-1990 public 
officers in high-risk positions who were not eligible to retire as of June 30, 2013 are eligible to 
retire directly from active service upon the attainment of age 55 with 30 years of credited service. 

(c)  Eligibility for System 2000 Members: System 2000 members who were eligible to retire as of 
June 30, 2013 continue to be eligible to retire at any time. Prior to July 1, 2013, System 2000 
members could retire upon attainment of age 55 for public officers in high-risk positions and 
attainment of age 60 otherwise. 
System 2000 members who were not eligible to retire as of June 30, 2013 are eligible to retire 
upon attainment of age 55 for public officers in high-risk positions and upon attainment of the 
retirement eligibility age shown in the table below otherwise. 

 
(d)  Eligibility for Members Hired after June 30, 2013: Attainment of age 58 if a public officer in a 

high-risk position and attainment of age 67 otherwise. 

Attained age
as of June 30, Retirement

Date of birth 2013 eligibility age

July 1, 1957 or later 55 or less 61  
July 1, 1956 to June 30, 1957 56  60  
Before July 1, 1956 57 and up 59  

Attained age
as of June 30, Retirement

Date of birth 2013 eligibility age

July 1, 1957 or later 55 or less 65  
July 1, 1956 to June 30, 1957 56  64  
July 1, 1955 to June 30, 1956 57  63  
July 1, 1954 to June 30, 1955 58  62  
Before July 1, 1954 59 and up 61  
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(ii) Service Retirement Annuity Benefits 
An annuity payable for the lifetime of the member equal to the annuitized value of the balance in the 
hybrid contribution account at the time of retirement, plus, for Act No. 447-1951 and Act No. 1-1990 
members, the accrued benefit determined as of June 30, 2013. If the balance in the hybrid 
contribution account was $10,000 or less, it would have been paid as a lump sum instead of as an 
annuity. 
(a) Accrued Benefit as of June 30, 2013 for Act No. 447-1951 Members: The accrued benefit as of 

June 30, 2013 was determined based on the average compensation, as defined, for Act No. 447-
1951 members, the years of credited service, and the attained age of the member all as of 
June 30, 2013. For Mayors, the highest compensation, as defined, for Act No. 447-1951 
members, determined as of June 30, 2013. 
If the Act No. 447-1951 member had at least 30 years of credited service as of June 30, 2013, 
the accrued benefit equals 65% of average compensation if the member was under age 55 as 
of June 30, 2013 or 75% of average compensation if the member was at least age 55 as of 
June 30, 2013. For participants selecting the Coordination Plan, the benefit was recalculated at 
the Social Security Retirement Age (SSRA), as defined, as 1.5% of average compensation up 
to $6,600 multiplied by years of credited service, up to 30 years, plus 65% (75% if member was 
at least age 55 as of June 30, 2013) of average compensation in excess of $6,600. 
If the Act No. 447-1951 member had less than 30 years of credited service as of June 30, 2013 
and attained 30 years of credited service by December 31, 2013, the accrued benefit equaled 
55% of average compensation if the member was under age 55 as of June 30, 2013 or 60% of 
average compensation if the member was at least age 55 as of June 30, 2013. For participants 
selecting the Coordination Plan, the benefit was recalculated at SSRA as 1.5% of average 
compensation up to $6,600 multiplied by years of credited service, up to 30 years, plus 55% 
(60% if member was at least age 55 as of June 30, 2013) of average compensation in excess of 
$6,600. Member contributions received from Act No. 447-1951 members eligible for this 
transitory benefit during the period beginning July 1, 2013 and ending upon the attainment of 
30 years of credited service were considered pre- July 1, 2013 contributions; the contributions 
to the hybrid contribution account begin after the member attains 30 years of credited service. 
If the Act No. 447-1951 member had less than 30 years of credited service as of December 31, 
2013, the accrued benefit equaled 1.5% of average compensation multiplied by years of credited 
service up to 20 years, plus 2% of average compensation multiplied by years of credited service 
in excess of 20 years. Maximum benefit is 75% of average compensation. Except for the PRPOB 
policemen and Commonwealth Firefighters, the benefit was actuarially reduced for each year 
payment commences prior to age 58. For participants selecting the Coordination Plan, the basic 
benefit is recalculated at SSRA as 1% of average compensation up to $6,600 multiplied by years 
of credited service up to 20 years, plus 1.5% of average compensation up to $6,600 multiplied 
by years of credited service in excess of 20 years, plus 1.5% of average compensation in excess 
of $6,600 multiplied by years of credited service up to 20 years, plus 2.0% of average 
compensation in excess of $6,600 multiplied by years of credited service in excess of 20 years. 
Except for police and firefighters, the benefit was actuarially reduced for each year payment 
commences prior to age 58. 
For Act No. 447-1951, Mayors with at least 8 years of credited service as a Mayor, the accrued 
benefit was not to be less than 5% of highest compensation, as defined, as a Mayor for each 
year of credited service as a Mayor up to 10 years, plus 1.5% of highest compensation as Mayor 
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for each year of non-Mayoral credited service up to 20 years, plus 2.0% of highest compensation 
as Mayor for each year of non-Mayoral credited service in excess of 20 years. Non-Mayoral 
credited service included service earned as a Mayor in excess of 10 years. Maximum benefit 
was 90% of highest compensation as a Mayor. 

(b)  Accrued Benefit as of June 30, 2013 for Act No. 1-1990 Members: The accrued benefit as of 
June 30, 2013 is determined based on the average compensation for Act No. 1-1990 members, 
the years of credited service, and the attained age of the member all as of June 30, 2013. For 
Act No. 1-1990 Mayors, the highest compensation as a Mayor was determined as of June 30, 
2013. 
If the Act No. 1-1990 member is a police officer or firefighter member that had at least 30 years 
of credited service as of June 30, 2013, the accrued benefit equaled 65% of average 
compensation if the member was under age 55 as of June 30, 2013 or 75% of average 
compensation if the member was at least age 55 as of June 30, 2013. 
For all other Act No. 1-1990 members, the accrued benefit equaled 1.5% of average 
compensation multiplied by years of credited service. The benefit was actuarially reduced for 
each year payment commences prior to age 65. 
For Act No. 1-1990 Mayors with at least 8 years of credited service as a Mayor, the accrued 
benefit was not to be less than 5% of highest compensation as a Mayor for each year of credited 
service as a Mayor up to 10 years, plus 1.5% of highest compensation as Mayor for each year 
of non-Mayoral credited service up to 20 years, plus 2.0% of highest compensation as Mayor for 
each year of non-Mayoral credited service in excess of 20 years. Non-Mayoral credited service 
included service earned as a Mayor in excess of 10 years. Maximum benefit is 90% of highest 
compensation as a Mayor. 

(iii) Compulsory Retirement 
All Act No. 447-1951 and Act No. 1-1990 Public Officers in High-Risk Positions were required to 
retire upon attainment of age 58 and 30 years of credited service. A two-year- extension may be 
requested by the member from the Superintendent of the PRPOB, the Chief of the Firefighter Corps, 
or supervising authority as applicable. 

(iv) Termination Benefits 

(a) Lump Sum Withdrawal 
Eligibility: A Member was eligible upon termination of service prior to 5 years of service or if 
the balance in the hybrid contribution account is $10,000 or less. 
Benefit: The benefit equaled a lump sum payment of the balance in the hybrid contribution 
account as of the date of the permanent separation of service. 

(b) Deferred Retirement 
Eligibility: A Member was eligible upon termination of service with 5 or more years of service 
(10 years of credited service for Act No. 447-1951 and Act No. 1-1990 members) prior to the 
applicable retirement eligibility, provided the member had not taken a lump sum withdrawal 
of the accumulated contributions from the hybrid contribution account. 
Benefit: An annuity payable for the lifetime of the member commencing at the applicable 
retirement eligibility age equal to the annuitized value of the balance in the hybrid contribution 
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account at the time of retirement, plus, for Act No. 447-1951 and Act No. 1-1990 members, 
the accrued benefit determined as of June 30, 2013. 

(v) Death Benefits 

(a) Pre-retirement- Death Benefit 
Eligibility: Any current nonretired member was eligible. 
Benefit: A refund of the hybrid contribution account, plus the accumulated contributions for 
Act No. 447-1951 and Act No. 1-1990 members. 

(b) High Risk Death Benefit under Act No. 127-1958 
Eligibility: Police, firefighters, and other employees in specified high-risk positions who die in 
the line of work due to reasons specified in Act No. 127-1958, as amended. 
Spouse’s Benefit: 50% of the participant’s compensation at date of death, payable as an 
annuity until death or remarriage. 
Children’s Benefit: 50% of the participant’s compensation at date of death, payable as an 
annuity, and allocated pro rata among eligible children. The annuity was payable for life for 
a disabled child, until age 18 for a nondisabled child not pursuing studies, and until age 25 
for a nondisabled child who is pursuing studies. 
Benefit if No Spouse or Children: The parents of the member should each receive 50% of 
the participant’s compensation at date of death, payable as an annuity for life. 
Postdeath Increases: Effective July 1, 1996 and subsequently every three-years, the above 
death benefits are increased by 3% provided that the beneficiary(ies) had been receiving 
payments for at least three-years. 
The cost of these benefits was paid by the Commonwealth. 

(c) Postretirement Death Benefit for Members Who Retired prior to July 1, 2013 
Eligibility: Any retiree or disabled member receiving a monthly benefit who had not elected 
a reversionary annuity and whose benefits commenced prior to July 1, 2013. 
Benefit: The benefit is as follows (Act No. 105, as amended by Act No. 4): 
i. For those married or with dependent children at the time of death, the annual income to 

a widow, or widower or dependent children is equal to 60% (50% if in the Coordination 
Plan – 30%, prior to January 1, 2004) of the retirement benefit payable for life for a 
surviving spouse and/or disabled children and payable until age 18 (age 25 if pursuing 
studies) for nondisabled children. If in the Coordination Plan, the benefit to the surviving 
spouse does not begin until the spouse’s attainment of age 60 and the surviving spouse 
must have been married to the member for at least 10 years to be eligible for this benefit. 
The increase in the percentage from 30% to 50% if in the Coordination Plan is paid by 
the Commonwealth for former government employees or by the public enterprise or 
municipality for their former employees. See Act No. 105 of 1969, as amended by Act No. 
158 of 2003. 

ii. The benefit, when there is no relation as stated above, is equal to the remaining balance 
of accumulated contributions at the time of retirement after the deduction of lifetime 
annual income paid and is payable to a beneficiary or to the Member’s estate. In no case 
may the benefit be less than $1,000. Either the Commonwealth for former government 
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employees or the public enterprise or municipality for their former employees pays the 
difference, up to $250, between (1) the accumulated contributions less the lifetime annual 
income paid and (2) $1,000. ERS pays for the rest. See Article 2-113 of Act No. 447 of 
1951, as amended by Act No. 524 of 2004. 

(d)  Postretirement Death Benefit for Members Who Retired after June 30, 2013 
Eligibility: Any retiree or disabled member who began receiving a monthly benefit after June 30, 
2013. 
Benefit: If the member elected at the time of retirement to transfer a portion of the annuity to a 
beneficiary by selecting an actuarially equivalent optional form of payment, the applicable 
survivor benefit. 
For all members, the excess, if any, of the hybrid contribution account, plus the accumulated 
contributions for Act No. 447-1951 and Act No. 1-1990 members, at the time of retirement over 
the total annuity payments paid to the member and any beneficiary per the terms of the optional 
form of payment must be payable to a beneficiary or the member’s estate. 

(e)  Beneficiaries receiving occupational death benefits as of June 30, 2013 continue to be eligible 
to receive such benefits. 

(vi) Disability Benefits 

(a) Disability 

Eligibility: All members are eligible upon the occurrence of disability. 
Benefit: The balance of the hybrid contribution account payable as lump sum distribution, an 
immediate annuity, or a deferred annuity at the election of the participant. Act No. 447-1951 and 
Act No. 1-1990 members remain eligible to receive the accrued benefit as of June 30, 2013 
commencing at the applicable retirement eligibility age. 

(b)  High Risk Disability under Act No. 127-1958 
Eligibility: Police, firefighters, and other employees in specified high-risk positions who are 
disabled in the line of work due to reasons specified in Act No. 127-1958 (as amended). 
Benefit: 80% (100% for Act No. 447-1951 members) of compensation as of date of disability, 
payable as an annuity. If the member died while still disabled, this annuity benefit continued to 
his beneficiaries. Beneficiaries include the surviving spouse and/or disabled children (for life), 
nondisabled children until age 18 (age 25 if pursuing studies), and the parents if no other 
beneficiaries. Effective July 1, 1996 and subsequently every three-years, the disability benefit 
was increased by 3% provided that the member (or beneficiary) had been receiving payments 
for at least three-years (Act No. 127-1958, as amended). The cost of these benefits was paid by 
the Commonwealth. 

(c)  Members who qualified for occupational or nonoccupational disability benefits as of June 30, 
2013 continue to be eligible to receive such benefits. 

(vii) Special Benefits 
(a) Minimum Benefits 

i. Past Ad hoc Increases: The Legislature, from time to time, increased pensions for certain 
retirees as described in Act No. 124-1973 and Act No. 23-1983. The benefits were paid 50% 
by the Commonwealth and 50% by ERS. 
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ii. Minimum Benefit for Members Who Retired before July 1, 2013 (Act No. 156-2003, Act 
No. 35-2007, and Act No. 3-2013): The minimum monthly lifetime income for members who 
retired or become disabled before July 1, 2013 is $500 per month effective July 1, 2013 
($400 per month effective July 1, 2007 and $300 per month up to June 30, 2007). The 
increase in the minimum monthly benefit from $200 per month to $300 per month was paid 
by the Commonwealth for former government and certain public corporations without their 
own treasuries’ employees or by certain public corporations with their own treasuries or 
municipalities for their former employees. The increase in the minimum monthly benefit from 
$300 per month to $400 per month was to be paid by ERS for former government and certain 
public corporations without their own treasuries’ employees or by certain public corporations 
with their own treasuries or municipalities for their former employees. 

iii. Coordination Plan Minimum Benefit: A minimum monthly benefit was payable upon 
attainment of SSRA such that the benefit, when added to the Social Security Benefit, was 
not less than the benefit payable prior to SSRA. 

(b)  Cost of Living Adjustments (COLA) to Pension Benefits: The Legislature, from time to time, 
increased pensions by 3% for retired and disabled members. Beneficiaries were not entitled to 
COLAs granted after the retiree’s death. The first increase was granted by Act No. 10-1992. 
Subsequent 3% increases have been granted every third year since 1992, with the latest 3% 
increase established on April 24, 2007 and effective July 1, 2007 (retroactive to January 1, 2007) 
for retired and disabled members that were receiving a monthly benefit on or before January 1, 
2004 (Act No. 35-2007). In addition, effective July 1, 2008, any retired or disabled member that 
was receiving a monthly annuity on or before January 1, 2004 less than $1,250 per month 
received an increase of up to 3% without exceeding the limit of $1,250 per month (Act No. 35-
2007). The COLAs granted in 1992 to all retirees and in 1998 to retirees who are former 
government or municipal employees are to be paid by ERS. All other COLAs granted in 1995 
and later were required to be paid by the Commonwealth for former government and certain 
public corporations without their own treasuries or by certain public corporations with their own 
treasuries or municipalities for their former employees. 

(c)  Special “Bonus” Benefits 
(i)  Christmas Bonus (Act No. 144-2005, as Amended by Act No. 3-2013): An annual bonus of 

$200 for each retiree, beneficiary, and disabled member has historically been paid in 
December provided the member retired prior to July 1, 2013. This benefit is paid from the 
supplemental contributions received from the Commonwealth for former government and 
certain public corporations without their own treasuries, or by certain public corporations with 
their own treasuries or municipalities for their former employees. 

(ii)  Medication Bonus (Act No. 155-2003, as Amended by Act No. 3-2013): An annual bonus of 
$100 for each retiree, beneficiary, and disabled member to cover health costs paid in 
July provided the member retired prior to July 1, 2013. Evidence of coverage is not required. 
The amount is prorated if there are multiple beneficiaries. This benefit is paid from the 
Supplemental Contributions received from the Commonwealth for former government and 
certain public corporations without their own treasuries, or by certain public corporations with 
their own treasuries or municipalities for their former employees. 

Before July 1, 2017, the Commonwealth made contributions to the ERS for the special benefits 
granted by special laws. The funding of the special benefits was provided to the ERS through 
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legislative appropriations each January 1 and July 1. Special benefits to eligible Act 447-1951 
participants are being paid by each employer as they become due since July 1, 2017. 

(viii) Contributions 
Prior to July 1, 2017, the plan contributions requirements were as follows: 
(a)  (Article 5-105 of Law 447, as amended by Law No. 3 of 2013, amended by Law No. 106 of 2017 

and amended by Law 71 of 2019): Effective July 1, 2013 through June 30, 2017, contributions 
by members consisted of 10% of compensation. However, for Act No. 447 members who 
selected the Coordination Plan, the member contributions were 7% of compensation up to 
$6,600 plus 10% of compensation in excess of $6,600 during the 2013-2014 fiscal year and 
8.5% of compensation up to $6,600 plus 10% of compensation in excess of $6,600 during the 
2014-2015 fiscal year. Effective July 1, 2015 for members who selected the Coordination Plan, 
member contribution increased to 10% of compensation. Members may voluntarily make 
additional contributions to their Defined Contribution Hybrid Contribution Account. 
Prior to July 1, 2013, contributions by Act No. 447 members selecting the Coordination Plan were 
5.775% of compensation up to $6,600 plus 8.275% of compensation in excess of $6,600. 
Contributions by all other members were 8.275% of compensation. System 2000 members may 
also have made voluntary contributions of up to 1.725% of compensation prior to July 1, 2013. 
Effective July 1, 2017, contributions by members consists of 8.5% of compensation and are 
being directly deposited by the Treasury Department in the individual member accounts under 
the New Defined Contribution Plan created pursuant to Act 106-2017. Also, as of that date, 
System’s participants shall make no individual contributions or payments to the accumulated 
pension benefits payment account or additional contributions to the ERS. However, in the case 
of members of the Puerto Rico Police Bureau, the mandatory contribution is 2.3% of their 
compensation. In the case of those members of the Puerto Rico Police Bureau, which have less 
than 10 years to qualify for retirement as established by Act No. 447, the reduction in the 
percentage of contribution from the 8.5% level will apply voluntarily. 

(b)  Employer Contributions (Article 2 116, as Amended by Act No. 116-2010 and Act No. 3-2013): 
Prior to July 1, 2011, employer contributions were 9.275% of compensation. Effective July 1, 
2011, employer contributions are 10.275% of compensation. For the next four fiscal years 
effective July 1, 2012, employer contributions will increase annually by 1% of compensation. For 
the next five fiscal years, employer contributions will increase annually by 1.25% of 
compensation, reaching an employer contribution rate of 20.53% of compensation effective 
July 1, 2020. Under Act 106-2017, all employers’ obligations to contribute to ERS were 
eliminated.  

 Act 106-2017 eliminated the employer contributions to the ERS as of July 1, 2017. Instead, 
participating employers are responsible for the payment of the PayGo fee to the newly created 
accumulated pension benefits payment account, which is computed based on the amount of 
actual benefits paid to retirees, disabled and beneficiaries of each participating employer. 

(c)  Supplemental Contributions from the Commonwealth, Certain Public Corporations, and 
Municipalities (Act No. 3-2013): Effective July 1, 2013, ERS received a supplemental 
contribution of $2,000 each year for each pensioner (including beneficiaries receiving survivor 
benefits) that was previously benefitting an Act No. 447-1951 or Act No. 1-1990 member while 
an active employee. This supplemental contribution was paid by the Commonwealth Fund for 
former government and certain public corporations without their own treasuries or by certain 
public corporations with their own treasuries or municipalities for their former employees. 
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 Act 106 of 2017 eliminated the special benefits contribution requirement to the ERS, instead they 
will be allocated to the new PayGo System through legislative appropriations, as necessary. 

(d)  Additional Uniform Contribution (Act No. 32-2013, as Amended): The additional uniform 
contribution (AUC) was to be certified by the external actuary of ERS each fiscal year from fiscal 
year 2015 through 2033 as necessary to avoid the projected gross assets of ERS, falling below 
$1 billion during any subsequent fiscal year. The AUC was to be paid by the Commonwealth, 
public corporations with their own treasuries, and municipalities. Only a fraction of the AUC from 
prior years has been received by ERS. Total AUC due to the ERS from fiscal years 2015, 2016 
and 2017 was approximately $776 million in the aggregate. The AUC determined for fiscal year 
2018 is $685 million payable at the end of the year. As further described in Note 2, all employers’ 
contributions, including the additional uniform contribution were eliminated effectively on July 1, 
2017 by Act 106-2017. 

(ix) Early Retirement Programs 
The EQB implemented an early retirement program for its employees under the Law 224 Act 
No. 7-2008. EQB has already made the initial payment and would reimburse the remaining balance 
on annuities and other benefits paid by ERS in four installments on each July 31 starting in 2009 
through 2012. EQB was in default on the retirement plan payment, so they requested a new payment 
plan. ERS Board of Trustees approved a payment plan for the debt balance due of the retirement 
program, over a 24-month period starting in March 2014. As of June 30, 2018, the EQB continues to 
be in default with this payment plan. 
On July 2, 2010, the Commonwealth enacted Act No. 70 establishing a program that provides 
benefits for early retirement or economic incentives for voluntary employment termination to eligible 
employees, as defined. Act No. 70-2010 also established that early retirement benefits will be 
provided to eligible employees that have completed between 15 and 29 years of creditable services 
and will consist of monthly benefits ranging from 37.5% to 50% of each employees’ monthly salary. 
Benefits under this program will be paid by the General Fund of the Commonwealth (the General 
Fund) and by the public corporations, covering their respective employees until the plan member 
reaches the later of age 55 for members under Act No. 447-1951 or age 65 for members under Act 
No. 1-1990, or the date the plan member would have completed 30 years of service had the member 
continued employment. In addition, the public corporations will also be required to continue making 
the required employee and employer contributions to ERS. The General Fund will be required to 
continue making its required employer contributions. ERS will be responsible for benefit payments 
afterward. 
On December 8, 2015, the Commonwealth enacted the Voluntary Early Retirement Law, Act No. 
211 of 2015 (Act No. 211), establishing a voluntary program to provide pre-retirement benefits to 
eligible employees, as defined. Act 106-2017 repealed Act No. 211, while creating an incentives, 
opportunities and retraining program for public workers. 

(b) JRS 
Plan Description – Prior to July1, 2017, the JRS was administered by the ERS and JRS Administration 
as a single employer defined benefit pension plan. It was a trust created by Act No. 12-1954, as 
amended, to provide pension and other benefits to retired judges of the Judiciary Branch of the 
Commonwealth. 
The ERS and JRS Administration allocated 2% and 98% of its general and administrative expenses 
during the fiscal year ended June 30, 2018 to the JRS and ERS, respectively. The methodology used to 

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 224 of 471



COMMONWEALTH OF PUERTO RICO 
Notes to Basic Financial Statements 

June 30, 2018 

 219 

determine the allocation of ERS and JRS Administration’s expenses was based on total employers’ and 
participants’ contributions to ERS and JRS, combined. 
Prior to August 23, 2017, JRS consisted of two benefit structures pursuant to Act No. 12-1954, as 
amended by Act No. 162-2013. Benefit provisions vary depending on member’s date of hire as follows: 
• Judges hired on or before June 30, 2014 with certain distinctions for judges hired December 24, 

2013 to June 30, 2014 (the defined benefit plan). 

• Judges hired July 1, 2014 or later (contributory, hybrid program). 
All judges of the Judiciary Branch of the Commonwealth are members of JRS. Members include all 
persons holding a position as Judge of the Puerto Rico Supreme Court, Judge of the Court of Appeals, 
Superior and Municipal Judges of the Court of First Instance in the Commonwealth. 
The benefits provided to members of JRS are statutorily established by the Commonwealth and may be 
amended only by the Legislature with the Governor’s approval. 
The following summary of the JRS’s pension plan provisions is intended to describe the essential features 
of the plan before the enactment of Act 106-2017. Please note that all eligibility requirements and benefit 
amounts shall be determined in strict accordance with applicable law and regulations, which were not 
changed or amended with the enactment of Act 106-2017. 

Pension Plan Provisions Applicable to Judges Hired on or before June 30, 2014 (Pre-Act- No. 162-
2013 Members) 
(1) Service Retirement Annuity Benefits 

An annuity payable for the lifetime of the member equal to the applicable benefit detailed below. 
(a) Normal Retirement 

Basic Eligibility: Age 60 with 10 years of credited service. 
Basic Benefit: 25% of highest salary, as defined, plus 5% of highest salary, as defined, for each year 
of credited service in excess of 10 years, subject to a maximum of 75% of highest salary if hired 
before December 24, 2013 and 60% of highest salary if hired between December 24, 2013 and 
June 30, 2014. 
Eligibility for Judges who serve without a Fixed Tenure: 10 years of credited service. This enhanced 
eligibility is not available to judges who are appointed after June 28, 2007 to an unlimited term. 
Benefit for Judges who serve without a Fixed Tenure: 25% of the salary corresponding to the office 
during the retirement period, plus 5% of such salary for each year of credited service in excess of 
10 years, subject to a maximum of 100% of such salary. If the judge has served in a position without 
a fixed tenure for a total of at least 8 years, the 25% increases to 50% in the preceding formula. This 
enhanced benefit is not available to judges who are appointed after June 28, 2007 to an unlimited 
term. 
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Optional Eligibility: Age and credited service as shown in the table below, provided at least 8 years 
of credited service were earned in office as a judge.  

 
Optional Benefit: 75% of highest salary if hired before December 24, 2013 and 60% of highest salary 
if hired between December 24, 2013 and June 30, 2014.  
Enhanced Eligibility: Any judge who has served without a fixed tenure for at least 3 years and has at 
least 25 years of credited service. This enhanced benefit is not available to judges who are appointed 
after June 28, 2007 to an unlimited term. 
Enhanced Benefit: 75% of the salary earned at the time of retirement.  
Compulsory Retirement: All judges must retire by age 70. If the judge has less than 10 years of 
credited service, the judge can elect a refund of accumulated contributions or a proportional part of 
the basic benefit based on completed years and months of credited service. 

(b)  Early Retirement 
Basic Eligibility: 20 years of credited service before age 60. 
Basic Benefit: The basic benefit payable under Normal Retirement, reduced on an actuarial 
equivalent basis for each month that early retirement date precedes age 60. However, no actuarial 
reduction is applied for judges who serve without a fixed tenure. 
Optional Eligibility: 20 years of credited service, provided at least 8 years of credited service were 
earned in office as a judge. 
Optional Benefit: 75% of highest salary if hired before December 24, 2013 and 60% of highest salary 
if hired between December 24, 2013 and June 30, 2014, reduced on an actuarial equivalent basis 
for each month that early retirement date precedes the age specified in the table under Optional 
Eligibility under Normal Retirement for the applicable years of credited service. 

(2) Termination Benefits 
(a)  Lump Sum Withdrawal 

Eligibility: A member is eligible upon termination of service. 
Benefit: The benefit equals a refund of accumulated contributions. 
 

Years of
credited

Age services

Less than 60 30  
62 20  
61 21  
60 22  
59 23  
58 24  
57 25  
56 26  
55 27  
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(b)  Deferred Retirement 
Eligibility: A member is eligible upon termination of service prior to age 60 and after 10 years of 
credited service, provided the member has not taken a lump sum withdrawal. 
Benefit: The benefit, commencing at age 60, is equal to the benefit payable upon Normal Retirement. 

(3) Death Benefits 
(a)  Occupational Death Benefit 

Eligibility: The beneficiaries of any active participant who dies from an employment related cause 
under the Workmen’s Accident Compensation Act. 
Spouse’s Benefit: 50% of the participant’s salary at date of death, payable as an annuity until death 
or remarriage. 
Children’s Benefit: $10 ($20 if full orphan) for each child payable monthly until child reaches age 18 
or completion of studies, if later. The maximum family benefit is 75% of the participant’s salary at 
date of death. 
Benefit if No Spouse or Children: Refund of accumulated contributions, plus an amount equal to 
one year of compensation, as defined, in effect at the time of death. 

(b)  Pre-retirement Death Benefit 
Eligibility: Any current non-retired member is eligible, provided they are not eligible for the 
Occupational Death Benefit. 
Benefit: 
(i) While in active service, the benefit equals a refund of accumulated contributions; plus, an amount 

equal to one year of compensation in effect at the time of death. 
(ii) While not in active service, the benefit equals a refund of accumulated contributions. 

(c)  Special Pre-retirement Death Benefit 
Eligibility: An active participant who was eligible to retire at the date of death with a surviving spouse 
or dependent children. 
Benefit: The post-retirement death benefits described below assuming the active participant retired 
the day before the date of death. 

(d)  Post-retirement Death Benefit 
Eligibility: Any retiree or disabled member receiving a monthly benefit. 
Benefit: 
(i)  For those married or with dependent children at the time of death, an annual income equal to 

60% of the retirement benefit at time of death, payable for life for a surviving spouse and/or 
disabled children, and payable until age 18 or completion of studies, if later, for non-disabled 
children. 

(ii)  The benefit, when there is no relation as stated above, is equal to the remaining balance of 
accumulated contributions at the time of retirement after the deduction of lifetime annual income 
paid and is payable to a beneficiary or to the Member’s estate. In no case may the benefit be 
less than $1,000. The Commonwealth pays the difference, up to $500, between (1) the 

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 227 of 471



COMMONWEALTH OF PUERTO RICO 
Notes to Basic Financial Statements 

June 30, 2018 

 222 

accumulated fees, as defined, with interest less the lifetime annual income paid and (2) $1,000. 
JRS pays for the rest. 

(4) Disability Benefits 
(a)  Non-occupational Disability 

Eligibility: All members are eligible for non-occupational disability upon 10 years of credited service 
and the occurrence of disability. 
Benefit: 30% of average compensation, plus 1% of average compensation for each year of credited 
service in excess of 10 years, payable as an annuity; subject to a maximum of 50% of average 
compensation. 

(b)  Occupational Disability 
Eligibility: All members disabled while in the course and as a consequence of their work, as certified 
by two physicians appointed by the Plan Administrator, and provided the member is receiving 
compensation from the Workmen’s Accident Compensation Act. 
Benefit: 50% of salary at date of disability, payable as an annuity, reduced by any payments received 
from the State Insurance Fund Corporation under the Workmen’s Accident Compensation Act. 

(5) Special  Benefits 
(a)  Cost-of-Living Adjustments (COLA) to Pension Benefits: Effective January 1, 2001, commencing 

January 1, 2002 and subsequently every three years thereafter, the annual benefit is increased by 
3% for retirees and disabled members provided that the member had been receiving payments for 
at least three years. 
These COLAs are paid by the Commonwealth. In addition, an ad hoc 3% COLA was granted effective 
January 1, 1999 and is paid by JRS. 

(b)  Special “Bonus” Benefits 
(i)  Christmas Bonus (Act No. 144-2005): An annual bonus of $600 for each retiree, beneficiary, and 

disabled member paid in December provided the judge was hired before December 24, 2013. 
JRS pays $150 per retiree, beneficiary, and disabled member and the balance is paid by the 
Commonwealth. 

(ii)  Summer Bonus (Act No. 37-2001): An annual bonus of $100 for each retiree, beneficiary, and 
disabled member paid in July provided the judge was hired before December 24, 2013. The 
amount is prorated if there are multiple beneficiaries. This benefit is paid by the Commonwealth. 

(iii) Medication Bonus (Act No. 155-2003): An annual bonus of $100 for each retiree, beneficiary, 
and disabled member to cover health costs paid in July provided the judge was hired before 
December 24, 2013. Evidence of coverage is not required. The amount is prorated if there are 
multiple beneficiaries. This benefit is paid by the Commonwealth. 

Judges hired on December 24, 2013 and thereafter are not eligible for these special “bonus” benefits. 
Before July 1, 2017, the Commonwealth made contributions to the JRS for the special benefits 
granted by special laws. The funding of the special benefits was provided to the JRS through 
legislative appropriations each January 1 and July 1. Special benefits to eligible Act 12-1954 
participants are being paid by the Commonwealth as they become due since July 1, 2017. 
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Pension Plan Provisions Applicable to Judges Hired on or after July 1, 2014 (Act No. 162-2013 
Members) 
Prior to August 23, 2017, members hired on or after July 1, 2014 were covered by a contributory, hybrid plan 
with defined benefit and defined contribution components as follows: 
(1) Service Retirement Annuity Benefits 

An annuity payable for the lifetime of the member equal to the applicable benefit detailed below. 
(a)  Normal Retirement 

Eligibility: Age 65 with 12 years of credited service. 
Basic Benefit: 1.5% of average compensation, as defined, for each year of credited service, plus the 
annualized value of the balance in the hybrid program contribution account at the time of retirement. 
Compulsory Retirement: All judges must retire by age 70. If the judge has less than 12 years of 
credited service, the judge will receive a refund of the hybrid program contribution account. 

(b)  Early Retirement 
Basic Eligibility: Age 55 with 12 years of credited service before age 65. 
Basic Benefit: 1.5% of average compensation, as defined, for each year of credited service, reduced 
by 1/180 for each for the first 60 months and by 1/360 for each of the next 60 months by which the 
early retirement date precedes age 65, plus the annualized value of the balance in the hybrid program 
contribution account at time of retirement. 

(2) Termination Benefits 
(a)  Lump Sum Withdrawal 

Eligibility: A member is eligible upon termination of service with less than 12 years of credited service. 
Benefit: The benefit equals a refund of the hybrid program contribution account. 

(b)  Deferred Retirement 
Eligibility: A member is eligible upon termination of service prior to age 65 and after 12 years of 
credited service, provided the member has not taken a lump sum withdrawal. 
Benefit: The benefit, commencing at age 65, is equal to the benefit payable upon Normal Retirement. 
The benefit may commence as early as age 55, subject to the reductions described under early 
retirement. 

(3) Death Benefits 
(a)  Pre-retirement Death Benefit 

Eligibility: Any current non-retired member is eligible. 
Benefit: The benefit equals a refund of the hybrid program contribution account. 

(b)  Post-retirement Death Benefit 
Eligibility: Any retiree or disabled member. 
Benefit: If a member elected at the time of retirement to transfer a portion of the annuity to a 
beneficiary by selecting an actuarially equivalent optional form of payment, the applicable survivor 
benefits. 
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For all members, the excess, if any, of the hybrid program contribution account at the time of 
retirement over the total hybrid program annuity payments paid to the member and any beneficiary 
per the terms of the optional form of payment is payable to a beneficiary or the member’s estate. 

(4) Disability Benefits 
Eligibility: All members are eligible upon 5 years of credited service and the occurrence of disability prior 
to age 65. 
Benefit: 1.5% of average compensation, as defined, for each year of credited service plus the annuitized 
value of the balance in the hybrid program contribution account at the time of disability, payable as an 
annuity; subject to a maximum of 33% of average compensation, as defined. 

(5) Special Benefits 
(a)  Cost-of-Living Adjustments (COLA) to Pension Benefits 

Commencing on January 1, 2017 and subsequently every three years thereafter, the annual benefit 
is increased by 3% for retirees and disabled members provided that the member had been receiving 
payments for at least three years. 
These COLAs are paid by the Commonwealth. 

Contributions 
The contribution requirement to JRS were established by law and were not actuarially determined. Prior to 
July 1, 2017, the plan contributions requirements were as follows: 
The contribution requirement to JRS is established by law and is not actuarially determined. 
(1) Member Contributions: Contributions by members are 8% of compensation if hired before December 24, 

2013, 10% of compensation if hired between December 24, 2013 and June 30, 2014 and 12% of 
compensation if hired on or after July 1, 2014. 
These members retain their benefits from before the enactment of Act 106-2017 and can elect to make 
additional contributions to the New Defined Contribution Plan once the contributions to the defined 
benefits are covered. These contributions are being deposited in the PayGo system’s separate account 
under custody of the Department of the Treasury, as required by Act 106-2017. 

(2) Employer Contributions: 

Effective on July 1, 2017, the following contributions were eliminated by Act No. 106-2017 and replaced 
with the PayGo system, accordingly the JRS is no longer receiving these contributions: 

(a)  Payroll based Employer Contributions  
(b)  Additional Uniform Contribution (Act No. 162-2013)  
(c) Special Benefits 

(c) TRS 
Plan Description – Prior to July 1, 2017, the TRS was administered as a single employer defined benefit 
pension plan. It was a trust created by Act No. 91-2004, as amended, to provide pension and other 
benefits to retired judges of the Judiciary Branch of the Commonwealth. 
Before August 23, 2017, TRS administered two benefit structures pursuant to Act No. 160-2013 (which 
amended Act 91-2004), as modified by the April 11, 2014 decision of the Puerto Rico Supreme Court. 
Benefit provisions vary depending on a member’s date of hire as follows: 
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• Members hired on or before July 31, 2014 with certain distinctions for members who retired August 
1, 2014 or later (the Defined Benefits Plan). 

• Members hired August 1, 2014 or later (the Contributory Hybrid Program). 
All active teachers of the Department of Education and the employees of TRS became plan members of 
TRS at their date of employment. Licensed teachers working in private schools or other educational 
organizations had the option to become members of TRS so long as the required employer and employee 
contributions were satisfied. 
The benefits provided to members of TRS were statutorily established by the Commonwealth and could 
be amended only through legislation. 
The following of the TRS’s pension plan provisions is intended to describe the essential features of the 
plan before the enactment of Act 106-2017. Please note that all eligibility requirements and benefit 
amounts shall be determined in strict accordance with applicable law and regulations, which were not 
changed or amended with the enactment of Act 106-2017. 
As part of the plan description information, the most important aspects of Act No. 160-2013, as modified 
by the April 11, 2014 decision of the Puerto Rico Supreme Court, are as follows: (i) active participants 
as of July 31, 2014 continued to participate in the Defined Benefit Program; (ii) starting August 1, 2014, 
the Defined Benefit Program was closed to future participants, who enrolled and contributed to the 
Contributory Hybrid Program; (iii) the retirement age for new employees hired on or after August 1, 2014 
was increased to age 62; (iv) the employee contributions for new employees hired on or after August 1, 
2014 was increased to 10% from August 1, 2014 to June 30, 2017, 13.12% from July 1, 2017 to June 
30, 2020, and 14.02% from July 2020 and thereafter; (v) Special benefits payable to active participants 
that retired on or before July 31, 2014 was reduced, and (vi) special benefits postemployment were 
eliminated for future retirees. 

Defined Benefit Pension Program 
Effective July 1, 2017, TRS implemented Act 106-2017, under which the Commonwealth’s General Fund 
makes direct pension payments to the pensioners and then gets reimbursed for those payments by the 
applicable employers. As of July 1, 2017, the TRS stopped making pension payments to retirees. Since July 
1, 2017, the TRS continues to help manage the administrative matters of the pension benefits that are being 
paid by the Commonwealth. The aforementioned benefits under the Defined Benefit Program and 
Contributory Hybrid Program had been paid by the TRS until June 30, 2017. The following section describes 
the Defined Benefit Program that continues in effect after the implementation of Act 106-2017 for certain 
beneficiaries who have not opted into the New Defined Contribution Plan. 
The members of the TRS hired on or before July 31, 2014 are eligible for the benefits described below under 
the Defined Benefit Program: 

(1) Retirement Annuity 

Plan members are eligible for monthly benefit payments determined by the application of 
stipulated benefit ratios to the member’s average compensation. Average compensation is 
computed based on the highest 36 months of compensation recognized by TRS. The monthly 
annuity for which a member is eligible is limited to a minimum of $400 per month and a maximum 
of 75% of the average compensation. 
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Members are eligible for retirement annuity benefits upon complying with the following: 

 
(2) Deferred Retirement Annuity 

A participating employee who terminated service before age 60, after having accumulated a minimum of 
10 years of creditable service, qualified for a deferred retirement annuity payable beginning at age 60. A 
participating employee who completed 25 or more years of creditable service and is under the age of 47 
at termination qualified for a deferred retirement annuity payable beginning at age 47. The vested rights 
described above were provided if his or her contributions to TRS are left within TRS until the attainment 
of the respective retirement age. 

(3) Occupational Disability Annuity 
A participating employee, who as a direct result of the performance of his or her occupation became 
disabled, was eligible for an annuity of 1.8% of average compensation based on the highest 60 months 
or the number of months of creditable service, if less than 5 years, recognized by TRS, times years of 
creditable service, but not less than $400 per month. 

(4) Nonoccupational Disability Annuity 
A participating employee disabled for causes not related to his or her occupation, and with at least five 
years of credited service, is eligible for an annuity of 1.8% of average compensation based on the highest 
60 months recognized by the TRS, times years of service; but not less than $400 per month. 

(5) Death Benefits 
Pre-retirement – The beneficiaries receive the member contributions made plus 2% interest accumulated 
as of the date of death (after reducing debts with TRS). Additionally, for beneficiaries of members who 
died on or before July 31, 2014, they will receive an amount equal to the annual compensation of the 
member at the time of death. 
Post-retirement – For members who retire on or before July 31, 2014: The surviving spouse receives 
50% of the member’s pension and the other 50% is shared among the members’ children (if any) and 
only if such children are under 22 years of age or disabled (until disability ceases). If there is no surviving 
spouse or qualifying children, the beneficiaries receive the excess, if any, of the accumulated 
contributions at the time of retirement over the total annuity benefits received before death. The benefit 
includes the full pension for the month in which the pensioner died plus an additional fifteen-day- pay 

Years of
creditable Retirement annuity

Age services compensation
55 30 or more 75% of average compensation
50 30 or more 75% of average compensation(1)

Under 50 30 or more 65% of average compensation
50 At least 25, but less 1.8% of average compensation

than 30 times years of service
47, but less than 50 At least 25, but less 95% of 1.8% of average

than 30 compensation times years
of service

60 or more At least 10, but less 1.8% of average compensation
than 25 times years of service

(1) Refer to subsection (g) under Early Retirement Program.
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period payable to the member’s eligible beneficiaries, but in no case, may the benefit be less than $1,000 
per month (prior to discounting any debts with TRS). 
Post-retirement – For members who retire on or after August 1, 2014: If the member elected at the time 
of retirement to transfer a portion of the annuity to a beneficiary by selecting an actuarially equivalent 
option form of payment, the applicable survivor benefit will be granted. Otherwise, the excess, if any, of 
the accumulated contributions at the time of retirement over the total annuity benefits received before 
death is payable to the beneficiaries or to the member’s estate. 

(6) Refunds 
A participating employee who ceases his or her employment with the Commonwealth on or before 
July 31, 2014 without the right to a retirement annuity has the right to a refund of the employee 
contributions paid to TRS, plus any interest earned thereon. 

(7) Early Retirement Program 
On January 27, 2000, Act No. 44 was approved, which provided that effective March 9, 2000, members 
were eligible for early retirement upon attaining the age of 50 and 28 years of service in the first year of 
implementation and age 50 and 25 years of service in subsequent years. Those who selected early 
retirement under these conditions receive monthly benefits equal to 75% of their average compensation, 
which was computed based on the highest 36 months of compensation recognized by TRS. Effective 
July 31, 2001, the option for early retirement was closed. On January 27, 2001, Act No. 45 was approved, 
that established 50 years as the minimum age requirement to obtain a pension benefit equal to 75% of 
average compensation with 30 years of service. In these cases, the retiree pays the participating 
employee contribution until attaining 55 years of age. Act No. 160-2013 imposed the same obligation on 
the employer. 

Contributory Hybrid Program 
In general, a hybrid plan, such as a cash balance plan, determines the benefit amount based on a formula 
using contributions and earning credits, has notional individual accounts for members, and provides lifetime 
annuity benefits. Each member has a defined contribution account, which is credited with member 
contributions and investment yield. Upon retirement, the balance in the account is paid as a lifetime annuity. 
The program is defined as hybrid given that it has some features that are commonly found in defined benefit 
(DB) plans and other features that are commonly found in defined contribution (DC) plans. Prior to the 
enactment of Act 106-2017, the Contributory Hybrid Program exhibited these features. 
After the enactment of Act 106-2017, the Contributory Hybrid Program was terminated, and beneficiaries 
transitioned to the New Defined Contribution Plan established under Act 106-2017. As mandated under Act 
106-2017, TRS created a trust account, separate from the general assets and accounts of the Government, 
in the name of each TRS participant. The account was created under the custody of the Department of the 
Treasury and a ledger created to separate the contributions of each participant. As of June 30, 2018, the 
aforementioned contributions were deposited in a separate account under the custody of TRS.  
Special Benefits (previous Act 106-2017) 
The following section represents the special benefits program that TRS administered prior to July 1, 2017. 
Act No. 160-2013 provides for a reduction in the special laws for pensioners as of July 31, 2014 and the 
elimination of special laws for future pensioners who retire on or after August 1, 2014. Special benefits include 
the following: 
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(1) Christmas Bonus 
An annual bonus of $600 for each retiree and disabled member paid each December. TRS paid $150 
per retiree and disabled member and the remaining bonus was paid by the Commonwealth. After 
August 1, 2014, for active participants that were retired on or before July 31, 2014, the bonus was $200 
and paid by the Commonwealth. 

(2) Medication Bonus 
An annual bonus of $100 for each retiree, beneficiary, and disabled member paid each July to cover 
health costs; evidence of coverage was not required. This benefit was paid by the Commonwealth. Act 
No. 160-2013 kept this benefit for active participants that were retired on or before July 31, 2014. 

(3) Death Benefit 
Act No. 272 of March 29, 2004, increased the death benefit from $500 to $1,000. This $500 increase 
was paid by the Commonwealth. As per Act No. 160-2013, this benefit only applied to pensioners as of 
July 31, 2014 that eventually died. 

Before July 1, 2017, the Commonwealth made contributions to the TRS for the special benefits granted by 
special laws. The funding of the special benefits was provided to the TRS through legislative appropriations 
each January 1 and July 1. Special benefits to eligible Act 91-2004 participants are being paid by the 
Commonwealth as they become due since July 1, 2017. 
Contributions 
The contribution requirement to TRS is established by law and is not actuarially determined. 
(1) Member  Contributions 

The following were the contributions requirements prior to July 1, 2017: 
(a)  Contributions by members hired on or before July 31, 2014 are 9% of compensation. These 

members retain the benefits before the Act 106-2017 and can elect to make additional contributions 
to the new defined contribution plan, once the contributions to the defined benefits are covered. 

(b)  Effective July 1, 2017, contributions by members hired on or after August 1, 2014, would consist of 
8.5% of compensation and are being directly deposited by the Department of the Treasury in the 
fiduciary bank account of the new defined contribution plan created by Act No. 106-2017. 

(2) Employer Contributions 
Effective on July 1, 2017, the following contributions were eliminated by Act 106-2017, accordingly the 
TRS is no longer receiving these contributions: 
(a)  Payroll-Based- Employer Contributions 
(b)  Supplemental Contributions  
(c)  Teacher’s Justice Uniform Contribution  
(d)  Annual Additional Contribution 
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(d) Membership as of July 1, 2016 

 
(e) Net Pension Liability 

The Commonwealth’s net pension liability as of June 30, 2018 was measured as of June 30, 2017, and 
the total pension liability used to calculate the net pension liability was determined by an actuarial 
valuation with beginning of year census data as of July 1, 2016 that was updated to roll forward the total 
pension liability to June 30, 2017, assuming no gains or losses.  
(i) Actuarial Methods and Assumptions 

The total pension liabilities in the June 30, 2017 actuarial valuations were determined using the 
following actuarial methods and assumptions, applied to all periods included in the measurement: 

 
The mortality tables used in the June 30, 2017 actuarial valuations were as follows: 

• Pre-Retirement Mortality: For ERS general employees not covered under Act No. 127-1958 and for 
TRS members, RP-2014 Employee Mortality Rates for males and females adjusted to reflect 
Mortality improvement Scale MP-2017 from the 2006 base year and projected forward using 
MP-2017 on a generational basis. For ERS members covered under Act No. 127-1958, RP 2014 
Employee Mortality Rates are assumed with blue collar adjustments for males and females, adjusted 
to reflect Mortality Improvement Scale MP-2017 from the 2006 base year, and projected forward 
using MP-2017 on a generational basis. As generational tables, they reflect mortality improvements 
both before and after the measurement date. 

• For ERS, 100% of deaths while in active service are assumed to be occupational only for members 
covered under Act No. 127-1958. For JRS, among deaths while in active service, 50% are assumed 
to be occupational and 50% are assumed to be nonoccupational. 

JRS TRS

Retirees, beneficiaries and disabled members currently
receiving benefits 475  43,305  

Current participating employees 364  35,474  
Terminated vested participants not yet receiving benefits 39  1,100  

Total 878  79,879  

ERS JRS TRS

Actuarial cost method Entry age normal Entry age normal Entry age normal
Actuarial assumptions:

Inflation Not applicable Not applicable Not applicable
Projected salary

increases
per annum 3.0% per annum. No 3.0% per annum. No 2.5% per annum general

wage inflation plus service-
based merit increases. No
compensation increases

are assumed until
July 1, 2021 as a result

of Act No. 66-2014 and the
current general economy.

Cost-of-living
adjustments None assumed. None assumed. None assumed.

July 1, 2021 as a result of
Act No. 3-2017, four-year

extension of Act No. 66-2014, 
and the current general 

economyeconomy

compensation increases
are assumed until

extension of Act No. 66-2014, 
Act No. 3-2017, four-year
July 1, 2021 as a result of

are assumed until
compensation increases

and the current general 
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• Post-Retirement Healthy Mortality: For ERS and TRS, rates which vary by gender are assumed for 
healthy retirees and beneficiaries based on a study of the plan’s experience from 2007 to 2012 and 
updated expectations regarding future mortality improvement. The 2010 base rates are equal to 95% 
of the rates from the UP-1994 Mortality Table for Males and 95% (ERS) or 87% (TRS) of the rates 
from the UP-1994 Mortality Table for Females. The base rates are projected on a generational basis 
using Mortality Improvement Scale MP-2017 on a generational basis. As a generational table, it 
reflects mortality improvements both before and after the measurement date. 

• For JRS, RP-2014 Healthy Annuitant Mortality Rates are assumed with white collar adjustments for 
males and females, adjusted to reflect Mortality Improvement Scale MP-2017 from the 2007 base 
year, and projected forward using MP-2017 on a generational basis. As generational tables, it reflects 
mortality improvements both before and after the measurement date. 

• Post-Retirement Disabled Mortality: For ERS, rates which vary by gender are assumed for disabled 
retirees based on a study of the plan’s experience from 2007 to 2012 and updated expectations 
regarding future mortality improvements. The 2010 base rates equal to 105% of the rates from the 
UP-1994 Mortality Table for Males and 115% of the rates from the UP-1994 Mortality Table for 
Females. The base rates are projected using Mortality Improvement Scale MP-2017 on a 
generational basis. As a generational table, it reflects mortality improvements before and after the 
measurement date. 

• For TRS, rates which vary by gender are assumed for disabled retirees based on a study of the 
plan’s experience from 2007 to 2012 equal to the rates in the UP-1994 Mortality Table for Males and 
Females. The base rates are projected using Mortality Improvement Scale MP-2017 on a 
generational basis. No provision was made for future mortality improvement for disabled retirees. 

• For JRS, RP-2014 Disabled Annuitant Mortality Rates for males and females are assumed adjusted 
to reflect Mortality Improvement Scale MP-2017 from the 2007 base year and projected forward 
using MP-2017 on a generational basis. As a generational table, it reflects mortality improvements 
before and after the measurement date. 

(ii) Long-term Expected Rate of Return on Investments 
Pursuant to Act 106-2017, the Retirement Systems liquidated most of their investments and 
transferred part of the proceeds to the Department of Treasury of the Commonwealth to pay pension 
benefits. Accordingly, the expected rate of return on investments does not apply. 

(iii) Date of Depletion and Discount Rate 
The asset basis for the date of depletion projection is each of the Retirement Systems’ fiduciary net 
position (the gross assets plus deferred outflows of resources less the gross liabilities, including the 
senior pension funding bonds payable, plus deferred inflows of resources). 
For ERS, GASB 67 and its implementation guide do not address the mechanics of the date of 
depletion projection when the retirement system is the issuer of Pension Obligation Bonds (POBs). 
However, ERS issued the POBs and is responsible for repaying the interest and principal on the 
bonds. The asset basis for the date of depletion projection is ERS net assets (the gross assets less 
the POB proceeds). On this basis, net assets were exhausted in fiscal year 2015 and no calculation 
needs to be performed, as the tax-free- municipal bond index applies in all years and is thus the 
single equivalent interest rate that is used as the discount rate in the determination of the Total 
Pension Liability. The discount rate for ERS was 3.58% as of June 30, 2017. 
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The fiduciary net positions of TRS and JRS are not expected to be available to make all projected 
future benefit payments of current active and inactive members. Due to the transition to the PayGo 
system under Act 106-2017, no date of depletion test was performed as of June 30, 2017. TRS and 
the JRS discount rate was set at 3.58% as of June 30, 2017. 

(iv) Changes in Net Pension Liability of TRS and JRS 
Changes in the Commonwealth’s net pension liability of TRS and JRS as of June 30, 2018 (using a 
June 30, 2017 measurement date) were as follows (in thousands): 

 
The net pension liabilities for TRS and JRS of approximately $15.9 billion and $588.9 million, 
respectively, as of June 30, 2017 are included as part of the Governmental Activities of the Primary 
Government in the statement of net position. 
Actuarial assumptions are revised periodically to more closely reflect both actual and anticipated 
future experience. Due to the change in the census collection date to the beginning of the fiscal year 
rather than the end of the fiscal year, demographic gain/loss during the year is limited to the 
difference between actual and expected benefit payments, which arise from differences in 
termination and retirement activity and mortality versus expectations. 
The June 30, 2017 actuarial valuation for TRS reflect decreases from $17.3 billion as of June 30, 
2016 to $15.9 billion as of June 30, 2017. The pension expense for TRS for the measurement year 
ending June 30, 2017 is $934.5 million. 
The June 30, 2017 actuarial valuation for JRS reflects a decrease of approximately $36.5 million in 
the total pension liability partially because of changes in assumptions related to the change in the 

TRS JRS
Total pension Plan fiduciary Net pension Total pension Plan fiduciary Net pension

liability net position liability liability net position liability

Balance at July 1, 2016 $ 18,165,572  895,455  17,270,117  651,666  34,830  616,836  

Changes for the year:
Service cost 335,237  —  335,237  25,917  —  25,917  
Interest on total pension

liability 518,214  —  518,214  19,018  —  19,018  
Changes in benefits terms —  —  —  (408) —  (408) 
Differences between

expected and actual
experience in measuring
the total pension liability 131,134  —  131,134  10,872  —  10,872  

Changes in assumptions (1,964,234) —  (1,964,234) (66,464) —  (66,464) 
Contributions – employer —  270,302  (270,302) —  11,973  (11,973) 
Contributions – employees —  95,217  (95,217) —  3,084  (3,084) 
Contributions – transfers —  644  (644) —  —  —  
Pension plan net investment

income —  38,414  (38,414) —  2,360  (2,360) 
Benefit payments,

including refunds of
contributions (768,279) (768,279) —  (25,405) (25,405) —  

Pension plan net administrative
expenses —  (14,787) 14,787  —  (587) 587  

Net changes (1,747,928) (378,489) (1,369,439) (36,470) (8,575) (27,895) 

Balance at June 30, 2017 $ 16,417,644  516,966  15,900,678  615,196  26,255  588,941  
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discount rate as required by GASB Statement No. 67 from 2.86% in 2016 to 3.58% in 2017. No 
compensation increases are assumed until July 1, 2021 as a result of Act No. 66-2014. 

(v) Sensitivity of Net Position Liability to Changes in Discount Rate 
The following table presents the Commonwealth’s net pension liability for TRS and JRS calculated 
as follows (in thousands): (i) using the discount rate of 3.58%, as well as what such rate would be if 
calculated using a discount rate of 1% point lower (2.58%) or 1% percentage point higher (4.58%) 
than the current rate: 

 
The following table presents the Commonwealth’s proportionate share of the net pension liability for 
ERS calculated using the discount rate of 3.58%, as well as what the Commonwealth’s proportionate 
share of the net pension liability would be if it were calculated using a discount rate of 1% point lower 
(2.58%) or 1% percentage point higher (4.58%) than the current rate (in thousands): 

 
(vi) Commonwealth Proportion of Net Pension Liability of ERS 

The following table presents the Commonwealth’s proportionate share of the net pension liability of 
ERS as of June 30, 2018 and the proportion percentage of the aggregate net pension liability of ERS 
allocated to the Commonwealth (in thousands): 

 
The Commonwealth’s proportion of ERS’s net pension liability was based on the actual required 
contributions of each of the participating employers that reflect each employer’s projected long-term 
contribution effort. The contributions that reflect each employer’s projected long-term contribution 
effort included in the proportionate share calculation are: (1) Act No. 116-2010 statutory payroll-
based contribution; (2) Act No. 3-2013 supplemental contribution; and (3) other special law 
contributions. Other contributions to ERS that do not reflect an employer’s projected long-term 
contribution effort, such as contributions that separately finance specific liabilities of an individual 

TRS JRS
Current Current

1% decrease discount rate 1% increase 1% decrease discount rate 1% increase
(2.58%) (3.58%) (4.58%) (2.58%) (3.58%) (4.58%)

Net pension liability $ 18,242,855    15,900,678    13,983,909    676,621         588,941         518,189         

Current
1% decrease discount rate 1% increase

(2.58%) (3.58%) (4.58%)

Commonwealth’s proportionate
share of the net pension
liability $ (26,175,754)      (23,086,446)      (20,593,977)      

Total
Governmental Business-type primary

activities activities government

Commonwealth’s proportion
of the net pension liability 65.07 % 2.39 % 67.46 %

Commonwealth’s proportionate
share of the net pension
liability $ 22,267,168       819,278            23,086,446       
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employer to ERS (i.e., local employer early retirement incentives), were excluded from the 
proportionate share calculation. 
In addition, Act No. 32-2013 Additional Uniform Contribution (AUC), which is a contribution that 
reflects each employer’s projected long-term contribution effort, was excluded from the proportionate 
share calculation because its collectability from various employers, including the Commonwealth, is 
uncertain. This prevents an overallocation of GASB Statement No. 68 amounts to the employers who 
have paid their AUC (or are expected to do so) and an underallocation of GASB Statement No. 68 
amounts to the employers who have not paid their AUC (or are not expected to do so). 

(vii) Changes in Assumptions 
Actuarial assumptions are revised periodically to more closely reflect both actual and anticipated 
future experience. Due to the change in the census collection date to the beginning of the fiscal year, 
rather than the end of the fiscal year, demographic gain/loss during the year is limited to the 
difference between actual and expected benefit payments, which arise from differences in 
termination and retirement activity and mortality versus expectations. 
The enactment of Act 106-2017 changed the structure of the pension benefits administered by ERS, 
JRS, and TRS. The June 30, 2017 actuarial valuation for the Retirement Systems does not 
considered the investment return assumption for GASB 67, based on the transition of the Retirement 
Systems to the PayGo system. 
The projected mortality improvement scale was updated from Scale MP-2016 to Scale MP-2017. 
In TRS, to reflect actual retirement activity among active members that was higher than anticipated 
during fiscal year 2018, the retirement rates for active members were increased by 85% for fiscal 
year 2018. 

(f) Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources from 
Pension Activities 
Pension expense recognized by the Commonwealth for the year ended June 30, 2018 related to the 
Retirement Systems were as follows (in thousands): 

 

Total
Governmental Business-type primary

Retirement systems activities activities government

ERS $ 1,365,083  73,593  1,438,676  
TRS 934,462  —  934,462  
JRS 55,257  —  55,257  

Total $ 2,354,802  73,593  2,428,395  
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Deferred outflows and deferred inflows of resources from pension activities by source reported by the 
Commonwealth in the statement of net position as of June 30, 2018 for each of the Retirement Systems 
were as follows (in thousands): 

 

Governmental activities Business-type activities
Deferred Deferred Deferred Deferred

Retirement outflows inflows outflows inflows
system Source of resources of resources of resources of resources

ERS Differences between expected and
actual experience in measuring
total pension liability $ 15,043  394,078  562  14,250  

Changes in assumptions 2,910,919  2,266,265  108,373  77,145  
Net difference between projected and

actual earnings on pension plan
investments —  130,069  —  4,757  

Changes in proportion and differences
between actual contributions and
proportionate share 66,112  579,885  102,351  —  

Benefits payments made
subsequent to the measurement
date 990,311  —  29,756  —  

Total ERS 3,982,385  3,370,297  241,042  96,152  
TRS Differences between expected and

actual experience in measuring
total pension liability 287,782  —  —  —  

Changes in assumptions 1,900,456  1,683,629  —  —  
Net difference between projected and

actual earnings on pension plan
investments 17,118  —  —  —  

Benefits payments made
subsequent to the measurement
date 782,981  —  —  —  

Total TRS 2,988,337  1,683,629  —  —  
JRS Differences between expected and

actual experience in measuring
total pension liability 8,154  3,156            —  —  

Changes in assumptions 44,181  49,848  —  —  
Net difference between projected and

actual earnings on pension plan
investments —  1,629  —  —  

Benefits payments made
subsequent to the measurement
date 26,581  —  —  —  

Total JRS 78,916  54,633  —  —  
Total Differences between expected and

actual experience 310,979  397,234  562  14,250  
Changes in assumptions 4,855,556  3,999,742  108,373  77,145  
Net difference between projected and

actual earnings on pension plan
investments 17,118  131,698  —  4,757  

Changes in proportion and differences
between actual contributions and
proportionate share 66,112  579,885  102,351  —  

Benefits payments made
subsequent to the measurement
date 1,799,873  —  29,756  —  

Total $ 7,049,638  5,108,559  241,042  96,152  
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Amounts reported as deferred outflows/inflows of resources from pension activities as of June 30, 2018 
will be recognized in the pension expense as follows (in thousands): 

 
Deferred outflows of resources related to pensions resulting from the Commonwealth payment of benefits 
subsequent to the measurement date were approximately $1 billion, $783 million and $26.6 million as of 
June 30, 2018 for the corresponding proportionate share of ERS, for TRS and for JRS, respectively, and 
will be recognized as a reduction of the net pension liability in the year ended June 30, 2018. This amount 
is not included in the table above. 

(g) Net Pension Liability Information for Discretely Presented Component Units 
(i) Plan Description and Membership 

University of Puerto Rico Retirement System 
The University of Puerto Rico Retirement System (UPR Retirement System) is a single-employer, 
defined benefit pension plan that covers all employees of UPR with the exception of hourly, 
temporary, part-time, contract and substitute employees, and visiting professors. It is qualified and 
exempt from Puerto Rico and United States income taxes. The UPR Retirement System is not 
subject to the requirements of the Employees Retirement Income Security Act of 1974 (ERISA). The 
UPR Retirement System issues a publicly available financial report that includes additional financial 
information, other required disclosures and required supplementary information for the plan. That 
report may be obtained by writing to the University of Puerto Rico Retirement System at P.O. Box 
21769, San Juan, Puerto Rico 00931-1769. 
Puerto Rico Electric Power Authority Retirement System 
The Puerto Rico Electric Power Authority Retirement System (PREPA Retirement System) is a 
single-employer, defined benefit pension plan that covers all permanent full-time employees of 
PREPA administered by Employees’ Retirement System of the Puerto Rico Electric Power Authority. 
It is qualified and exempt from Puerto Rico and United States income taxes. The PREPA Retirement 
System is not subject to the requirements of the Employees Retirement Income Security Act of 1974 
(ERISA). The PREPA Retirement System issues a publicly available financial report that includes 
additional financial information, other required disclosures and required supplementary information 
for the plan. That report may be obtained by writing to the Retirement System of the Puerto Rico 
Electric Power Authority, PO Box 13978, San Juan, Puerto Rico 00908-3978. 

(ii) Recognition of Pension Amounts 
For those discretely presented component units that did apply GASB Statements No. 68 and No. 71, 
the following consists of the Net Pension Liability and Pension Expense recognized in the 

ERS TRS JRS Total
Year ending June 30:

2019 $ (418,312) 202,447  13,419  (202,446) 
2020 (478,822) 219,328  (1,600) (261,094) 
2021 (494,607) 211,831  (13,981) (296,757) 
2022 197,317  169,814  (136) 366,995  
2023 931,335  (19,822) —  911,513  
Thereafter —  (261,871) —  (261,871) 

Total $ (263,089) 521,727  (2,298) 256,340  
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accompanying audited basic financial statements under the discretely presented component units 
opinion unit (in thousands): 

 
The following consists of the deferred outflows and deferred inflows of resources from pension 
activities by source reported at June 30, 2018 by those discretely presented component units 
referred to above (in thousands): 

 

Net pension Pension
liability expense

Major component units:
GDB $ 145,836  7,400  
PREPA 4,345,561  565,900  
PRASA 1,407,286  106,389  
PRHTA 494,323  32,671  
UPR 2,968,233  304,742  
SIFC 1,560,972  123,381  
Nonmajor 1,792,752  115,401  

Total component units $ 12,714,963  1,255,884  

Deferred Deferred
Major outflows inflows

component unit Source of resources of resources

GDB Benefits payments made subsequent
to the measurement date $ 10,267  —  

Changes in proportion and differences
between actual contributions and
proportionate share 2,037  20,343  

Differences between expected and
actual experience in measuring
the total pension liability 99  2,581  

Changes in assumptions 19,064  14,842  
Net difference between projected and actual

earnings on pension plan investments —  852  

Total GDB 31,467  38,618  

PREPA Benefits payments made subsequent
to the measurement date 129,673  —  

Differences between expected and
actual experience in measuring
the total pension liability 10,647  25,662  

Changes in assumptions 741,379  227,321  
Net difference between projected and actual

earnings on pension plan investments —  21,192  

Total PREPA 881,699  274,175  

PRASA Benefits payments made subsequent
to the measurement date 92,674  —  

Changes in proportion and differences
between actual contributions and
proportionate share 25,110  —  

Differences between expected and
actual experience in measuring
the total pension liability 951  24,906

Changes in assumptions 183,970  143,228
Net difference between projected and actual

earnings on pension plan investments —  8,220

Total PRASA 302,705  176,354
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Deferred Deferred
Major outflows inflows

component unit Source of resources of resources
PRHTA Changes in proportion and differences

between actual contributions and
proportionate share $ —  7,200  

Differences between expected and
actual experience in measuring
the total pension liability 334  8,748  

Changes in assumptions 64,621  50,310  
Net difference between projected and actual

earnings on pension plan investments —  2,888  

Total PRHTA 64,955  69,146  

UPR Benefits payments made subsequent
to the measurement date 73,249  —  

Differences between expected and
actual experience in measuring
the total pension liability —  112,645  

Changes in assumptions 831,071  —  
Net difference between projected and actual

earnings on pension plan investments —  13,667  

Total UPR 904,320  126,312  

SIFC Benefits payments made subsequent
to the measurement date 88,703  —  

Changes in proportion and differences
between actual contributions and
proportionate share 75,382  —  

Differences between expected and
actual experience in measuring
the total pension liability 1,055  27,626  

Changes in assumptions 204,061  158,869  
Net difference between projected and actual

earnings on pension plan investments —  9,118  

Total SIFC 369,201  195,613  

Total Benefits payments made subsequent
to the measurement date 394,566  —  

Changes in proportion and differences
between actual contributions and
proportionate share 102,529  27,543  

Differences between expected and
actual experience in measuring
the total pension liability 13,086  202,168  

Changes in assumptions 2,044,166  594,570  
Net difference between projected and actual

earnings on pension plan investments —  55,937  

Total major component units $ 2,554,347  880,218  
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 Other Postemployment Benefits 

As further described in Note 1(t), the Commonwealth provides postemployment healthcare benefits through 
the following defined benefit plans: 
• Other Postemployment Benefit Plan of the Commonwealth of Puerto Rico for Retired Participants of the 

Employees’ Retirement Plan (ERS–OPEB) 

• Other Postemployment Benefit Plan of the Commonwealth of Puerto Rico for Retired Participants of the 
Judiciary’s Retirement Plan (JRS–OPEB) 

• Other Postemployment Benefit Plan of the Commonwealth of Puerto Rico for Retired Participants of the 
Teachers’ Retirement Plan (TRS–OPEB) 

(a) Plans Descriptions 
ERS–OPEB, TRS-OPEB, and JRS-OPEB are unfunded single employer defined benefit other 
postemployment (OPEB) plans sponsored by the Commonwealth that are administered on a pay-as-you-
go basis. Accordingly, there are no assets accumulated in a qualifying trust for these OPEB plans 
(collectively referred to as the “OPEB Plans”) that meet the criteria in paragraph 4 of GASB Statement 
No. 75, Accounting and Financial Reporting for the Postemployment Benefits Other Than Pensions. The 
OPEB Plans were created under Act No. 95-1963. Healthcare benefits are provided through insurance 
companies whose premiums are paid by the retiree with the Commonwealth providing a matching share. 
ERS–OPEB covers substantially all full-time employees of (1) the Primary Government and (2) those 
component units of the Commonwealth not having their own postemployment benefit plans. JRS–OPEB 
covers all judges of the Judiciary Branch of the Commonwealth. TRS–OPEB covers all active teachers 
of the DOE and employees of the TRS Administration. 

Deferred Deferred
Nonmajor outflows inflows

component units Source of resources of resources

Benefits payments made subsequent
to the measurement date $ 84,712  —  

Changes in proportion and differences between
actual contributions and proportionate share 68,362  30,819  

Differences between expected and
actual experience 1,226  30,096  

Changes in assumptions 236,350  171,363  
Net difference between projected and actual

earnings on pension plan investments 3,007  11,124  

393,657  243,402  

Total Benefits payments made subsequent
to the measurement date 479,278  —  

Changes in proportion and differences between
actual contributions and proportionate share 170,891  58,362  

Differences between expected and
actual experience 14,312  232,264  

Changes in assumptions 2,280,516  765,933  
Net difference between projected and actual

earnings on pension plan investments 3,007  67,061  

$ 2,948,004  1,123,620  
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For ERS–OPEB and TRS–OPEB, Commonwealth employees became plan members upon their date of 
employment. Plan members were eligible for benefits upon reaching the applicable pension benefits 
retirement age. Act No. 3-2013 eliminated this healthcare benefit to ERS–OPEB members retired after 
June 30, 2013. Act No. 160-2013 eliminated this healthcare benefit to TRS–OPEB members retired after 
July 31, 2014. 
For JRS-OPEB, judges of the Judiciary Branch of the Commonwealth become plan members upon their 
date of employment. Plan members are eligible for benefits upon reaching the age of 60 with 10 years 
of service. 
Funding Policy – The contribution requirement of the OPEB Plans are established by Act No. 95-1963. 
The OPEB benefit consists of a maximum of $100 per month per retiree or disabled member. Each of 
the OPEB Plans is financed by the Commonwealth and its public corporations on a pay-as-you-go basis. 
The funding of the OPEB benefits are provided through legislative appropriations each July 1. The 
legislative appropriations are considered estimates of the payments to be made for the healthcare 
benefits throughout the year. There is no contribution requirement for plan members during active 
employment. 
Retirees contribute the amount of the healthcare insurance premium not covered by the Commonwealth 
contribution. 

(b) Membership as of July 1, 2016 

 
(c) Actuarial Methods and Assumptions 

The total OPEB liability as of June 30, 2017 was determined by the actuarial valuation with beginning of 
year census data as of July 1, 2016, which was updated to roll forward the funded status to June 30, 
2017. 
The actuarial valuation used the following actuarial assumptions applied to all periods in the 
measurement period: 
 ERS-OPEB 

 

ERS JRS TRS Total

Retirees, disabled members and
currently receiving benefits 103,345  414  36,881  140,640  

Measurement Date June 30, 2017
Actuarial cost method Entry age normal
Discount rate 3.58%
Mortality Assumption Pre-retirement Mortality: For general employees not covered under

Act 127, RP-2014 Employee Mortality Rates are assumed with
blue collar adjustments for male and females adjusted to reflect
Mortality Improvement Scale MP-2017 from 2006 base year, and
projected forward using MP-2017 on generational basis. As
generational tables, they reflect mortality improvements both
before and after measurement date.
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JRS-OPEB and TRS-OPEB 

 

Post-retirement Healthy Mortality: Rates which vary by gender are
assumed for helthy retirees and benifeciaries based on a study of
the Plan's experience from 2007 to 2012 and updated
expectations regarding future mortality improvement. The 2010
base rates are equal to 92% of the rates from UP-1994 Mortality
Tables for Males and 95% of the rates from the UP-1994 Mortality
Table for Females, both projected from 1994 to 2010 using Scale
AA. As a generational table, it reflects mortality improvements both
before and after measurement date.

Post-retirement Disabled Mortality: Rates which vary by gender are
assumed for disabled retirees based on a study of the Plan's
experience from 2007 to 2012 and updated expectations
regarding future mortality improvement. The 2010 base rates are
equal to 105% of the rates from the UP-1994 Mortality Table for
Males and 115% of the rates from the UP-1994 Mortality Table for
Females. The base rates are projected using Mortality
Improvement Scale MP-2017 on a generational basis. As a
generational table, it reflects mortality improvements both before
and after measurement date.

Measurement Date June 30, 2017
Actuarial cost method Entry age normal
Discount rate 3.58%
Mortality Assumption Pre-retirement Mortality: For general employees not covered

under Act 127, RP-2014 Employee Mortality Rates are
assumed with blue collar adjustments for male and females
adjusted to reflect Mortality Improvement Scale MP-2017 from
2006 base year, and projected forward using MP-2017 on
generational basis. As generational tables, they reflect mortality 
improvements both before and after measurement date.

Post-retirement Healthy Mortality: RP-2014 Healthy Annuitant
Mortality Rates with white collar adjustments for males and
females adjusted to reflect Mortality Improvement Scale MP-
2017 from the 2006 base year, and projected forward using
MP-2017 on a generational basis. As generational table, it
reflects mortality improvements both before and after the
measurement date.

Post-retirement Disabled Mortality: RP-2014 Disabled
Annuitant Mortality Rates, for males and females adjusted to
reflect Mortality Improvement Scale MP-2017 from the 2006
base year, and projected forward using MP-2017 on a
generational basis. As generational table, it reflects mortality
improvements both before and after the measurement date.
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The discount rate for June 30, 2017 was 3.58%. This represents the municipal bond return rate as chosen 
by the Commonwealth. The source is the Bond Buyer GO 20-Bond Municipal Bond Index. 

(d) Changes in Total OPEB Liability of OPEB Plans 
Changes in the Commonwealth’s total OPEB liability of ERS-OPEB, TRS-OPEB, JRS-OPEB, and 
Other-OPEB plans as of June 30, 2018 (using a June 30, 2017 measurement date) were as follows (in 
thousands): 

 
(e) Retiree Healthcare OPEB Liability, OPEB Expense, and Deferred Outflow of Resources and 

Deferred Inflows of Resources 
At June 30, 2018 the OPEB liability and expense for the year ended June 30, 2018 amounted to (in 
thousands): 

 
For the year ended June 30, 2018, the ERS-OPEB and TRS-OPEB recognized a negative OPEB 
expense of approximately $163.1 million and $25.8 million, respectively and the JRS-OPEB, and Other-
OPEB plans recognized an expense of approximately $329 thousand, and $27.1 million respectively. 
Because all participants of ERS-OPEB are inactive, there are no deferred outflows or inflows of resources 
as changes in actuarial assumptions, economic or demographic gains and losses, and changes in 
proportionate share are recognized immediately during the measurement year. 

 

ERS TRS JRS Other
Total OPEB Total OPEB Total OPEB Total OPEB Total OPEB

liability liability liability liability liability

Balance at July 1, 2016 $ 1,163,025  531,150  7,497  734,985  2,436,657  

Changes for the year:
Service cost —  —  290  10,687  10,977  
Interest on total OPEB

liability 30,362  14,621  217  19,902  65,102  
Efect of economic/demographics

gains or losses (11,084) (750) (48) (6,217) (18,099) 
Changes in assumptions (192,736) (39,718) (665) (17,647) (250,766) 
Benefit payments (71,806) (36,493) (336) (32,557) (141,192) 

Net changes (245,264) (62,340) (542) (25,832) (333,978) 

Balance at June 30, 2017 $ 917,761  468,810  6,955  709,153  2,102,679  

Liability Expense Liability Expense Liability Expense Liability Expense
ERS-OPEB 774,113 (151,124) 17,202 (2,809) 126,446 (9,214) 917,761 (163,147)
JRS-OPEB 6,955 329 - - - - 6,955 329
TRS-OPEB 468,810 (25,847) 468,810 (25,847)
Other-OPEB - - - - 709,153 27,126 709,153 27,126

1,249,878 (176,642) 17,202 (2,809) 835,599 17,912 2,102,679 (161,539)

Governmental activities Business-type Total
Discretely presented 

component units
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At June 30, 2018, OPEB Plans reported deferred outflows of resources and the deferred inflows of 
resources related to OPEB from the following sources (in thousands): 

 
Amounts currently reported by JRS-OPEB and Other-OPEB as deferred outflows of resources and 
deferred inflows of resources related to other postemployment benefits will be recognized in OPEB 
expense as follows (in thousands): 

 

Descretely presented 
component units

Deferred Deferred Deferred Deferred Deferred Deferred
outflows inflows outflows inflows outflows inflows

OPEB Source of resources of resources of resources of resources of resources of resources
ERS Benefits payments made

subsequent to the measurement
date $ 56,988  —  1,356  —  6,105  —  

Total ERS 56,988  —  1,356  —  6,105  —  
TRS Benefits payments made

subsequent to the measurement
date 34,810  —  —  —  —  —  

Total TRS 34,810  —  —  —  —  —  
JRS Differences between expected and

actual experience in measuring
total OPEB liability —  36  —  —  —  —  

Changes in assumptions —  499  —  —  —  —  
Benefits payments made

subsequent to the measurement
date 336  —  —  —  —  —  

Total JRS 336  535  —  —  —  —  
Other Differences between expected and

actual experience in measuring
total OPEB liability —  —  —  —  6,457  4,327  

Changes in assumptions —  —  —  —  1,464  21,307  
Net difference between projected and

actual earnings on OPEB plan
investments —  —  —  —  —  895  

Benefits payments made
subsequent to the measurement
date —  —  —  —  30,113  —  

Total JRS —  —  —  —  38,034  26,529  
Total Differences between expected and

actual experience —  36  —  —  6,457  4,327  
Changes in assumptions —  499  —  —  1,464  21,307  
Net difference between projected and

actual earnings on OPEB plan
investments —  —  —  —  —  895  

Benefits payments made
subsequent to the measurement
date 92,134  —  1,356  —  36,218  —  

Total $ 92,134  535  1,356  —  44,139  26,529  

Governmental activities Business-type activities

JRS-OPEB Other-OPEB
Year ended June 30:
2018 $ (178) (6,615)
2019 (178) (6,615)
2020 (179) (5,137)
2021 - 259
2022 - 168
Thereafter* - (668)

Total $ (535) (18,608)
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Deferred outflows of resources related to OPEB resulting from the Commonwealth payment of benefits 
subsequent to the measurement date were approximately $56.9 million, $34.8 million, $336 thousand, 
and $30.1 million, as of June 30, 2018 for the ERS-OPEB, for TRS-OPEB, for JRS-OPEB, and Other-
OPEB, respectively, and will be recognized as a reduction of the total other postemployment benefits 
liability in the year ended June 30, 2019. This amount is not included in the table above. 

(f) Sensitivity of the Total OPEB Liability to Changes in the Discount Rate 
The following presents the OPEB liability as of June 30, 2018, calculated using the discount rate of 
3.58%, as well as what the net pension liability would be if it was calculated using a discount rate that is 
1-percentage point lower (2.58%) or 1-percentage point higher (4.58%) than current rate (in thousands): 

 
(g) Total Other Postemployment Benefits Liability for Discretely Presented Component Units 

(i) Plan Description and Membership 

University of Puerto Rico Retirement System 
The University of Puerto Rico provides postemployment benefits other than pension for its retired 
employees. Substantially all of the employees may become eligible for these benefits if they are eligible 
to retire under the University of Puerto Rico Retirement System (30 years of service, age 58 with 10 
years of service or age 55 with 25 years of service). Employees are also eligible on disability with 10 
years of service. The cost of providing such benefits is recognized when paid. The UPR Retirement 
System issues a publicly available financial report that includes additional financial information, other 
required disclosures and required supplementary information for the plan. That report may be obtained 
by writing to the University of Puerto Rico Retirement System at P.O. Box 21769, San Juan, Puerto Rico 
00931-1769. 
Puerto Rico Electric Power Authority Other Postemployment Benefits Plan 
The Puerto Rico Electric Power Authority Retired Employees Healthcare Plan is a single-employer 
defined benefit healthcare plan where no assets are accumulated in a trust that meets the criteria in 
paragraph 4 of GASB Statement No. 75, “Accounting and Financial Reporting for Postemployment 
Benefits Other Than Pensions” and which is administered by the Authority. Benefit provisions under the 
OPEB Plan are established and may be amended by the Authority’s Governing Board. 
Puerto Rico Aqueduct and Sewer Authority Other Postemployment Benefits Plan 
The Puerto Rico Aqueduct and Sewer Authority provides retirement healthcare benefits under the 
Healthcare Benefit Plan to Retirees pursuant to collective bargain agreements. The Plan is administered 
by PRASA. The benefit consists of a fixed maximum monthly payment (annuity) to cover medical 
expenses. Based on the Plan’s features and functionality, and for the purpose of the actuarial valuation, 
it has been identified as a single-employer defined benefit healthcare plan. Participants groups covered 

At 1%
decrease
(2.58%)

At current 
discount rate

(3.58%)

At 1%
increase
(4.58%)

ERS-OPEB $ 1,010,639 917,761 839,341

JRS-OPEB 7,807 6,955 6,246

TRS-OPEB 518,336 468,810 426,953
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are employees under the Collective Labor Agreement with “Unión Independiente Auténtica” (“UIA”), 
employees under the Collective Labor Agreement with “Hermandad Independiente de Empleados 
Profesionales de la Autoridad de Acueductos y Alcantarillados” (“HIEPAAA”) and employees under the 
Managers’ Regulation, all of which are PRASA’s employees. All employees with more than twenty (20) 
years of rendered service within PRASA are eligible for the healthcare benefit upon retirement age. Act 
No.3 of April 4, 2013, an amendment to Act No. 447, established a new retirement age. 
State Insurance Fund Corporation Other Postemployment Benefits Plan 
The State Insurance Fund Corporation provides retirement healthcare benefits under the OPEB Program 
to all employees who meet certain age and years of service requirements pursuant to collective bargain 
agreements. The benefits consist of fully-insured health and other healthcare related benefits which are 
funded from the SIFC’s assets. 

(ii) Recognition of Total Other Postemployment Liability Amounts 

For those discretely presented component units that administer Other-OPEB plans, the following consists 
of the Total Other Postemployment Benefits Liability and Other Postemployment Benefits Expense 
recognized in their audited basic financial statements within the discretely presented component units (in 
thousands): 

 
The following consists of the deferred outflows and deferred inflows of resources from other 
postemployment benefits activities by source reported at June 30, 2018 by those discretely presented 
component units referred to above (in thousands): 

 

Total OPEB OPEB
liability expense

Major component units:
PREPA $ 374,590  10,300  
PRASA 75,524  3,925  
UPR 232,115  10,962  
SIFC 26,924  1,939  

Total component units $ 709,153  27,126  

Deferred Deferred
Other outflows inflows

OPEB plans Source of resources of resources

PREPA Benefits payments made subsequent
to the measurement date $ 17,785  —  

Differences between expected and
actual experience in measuring
the total OPEB liability —  3,875  

Changes in assumptions —  13,922  

Total PREPA 17,785  17,797  
PRASA Differences between expected and

actual experience in measuring
the total OPEB liability 6,457  —  

Changes in assumptions —  7,385  

Total PRASA 6,457  7,385

UPR Benefits payments made subsequent
to the measurement date 12,328  —  

Changes in assumptions 1,464  —  

Total UPR 13,792  —  

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 250 of 471



COMMONWEALTH OF PUERTO RICO 
Notes to Basic Financial Statements 

June 30, 2018 

 245 

 
 Debt Service Deposit Agreements 

On May 26, 2005, the Commonwealth, PFC, and GDB (together the Commonwealth Entities) and Lehman 
Brothers Special Financing Inc. (Lehman) entered into Debt Service Deposit Agreements (DSD Agreements) 
effective on July 1, 2005. The objective of the DSD Agreement was for the Commonwealth Entities to secure 
an upfront payment in exchange for granting Lehman the rights to earnings generated from eight of its debt 
service funds. On September 25, 2008, as a result of Lehman commencing a case in the United States 
Bankruptcy Court for the Southern District of New York under Chapter 11 of Title 11 of the United States 
Code, Lehman selected Hexagon Securities LLC to act as the Qualified Dealer under the DSD Agreements 
and delivered Qualified Securities as permitted under the DSD Agreement. Seven of the funds are associated 
with the Commonwealth PFC bonds, presented in the accompanying basic financial statements as 
Commonwealth appropriation bonds, and one fund is associated with the Commonwealth’s general 
obligation bonds. On May 26, 2005 the Commonwealth Entities received the upfront payment of 
approximately $82.7 million, representing the present value of the projected earnings income adjusted for 
credit timing risks as well as an appropriate amount of compensation for Lehman. 
With the upfront payment made as explained above, the Commonwealth Entities delivered to Lehman the 
required and scheduled debt service deposits and Lehman delivered qualified government debentures, which 
will mature before the next debt service payment date at an amount approximating such next debt service 
payment. Lehman will attempt to earn sufficient funds on the debt service deposit amounts, less its cost for 
the qualified government debentures, to make back the $82.7 million over time. At the same time, the 
Commonwealth Entities will be managing their borrowings and investments by increasing the predictability 
of its cash flows from earnings on its investments and not for purposes of speculation. The Commonwealth 
Entities acknowledge that, in exchange for the upfront payment received, they are foregoing their rights to 
receive investment earnings on the deposit amounts referred to above in the future and that, by accepting 
the upfront payment, the Commonwealth Entities have minimized the risks resulting from fluctuations in 
interest rates during the term of the DSD Agreements but also have foregone the possibility of receiving 
greater returns on such amounts from such fluctuations. 

Deferred Deferred
Other outflows inflows

OPEB plans Source of resources of resources

SIFC Benefits payments made subsequent
to the measurement date —  —  

Differences between expected and
actual experience in measuring
the total OPEB liability —  452  

Net difference between projected and actual
earnings on OPEB plan investments —  895  

Total SIFC —  1,347  

Total Benefits payments made subsequent
to the measurement date 30,113  —  

Differences between expected and
actual experience in measuring
the total OPEB liability 6,457  4,327  

Changes in assumptions 1,464  21,307  
Net difference between projected and actual

earnings on OPEB plan investments —  895  

Total $ 38,034  26,529  
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Under the DSD Agreements, the Commonwealth Entities will be exposed to the payment to Lehman of a 
Termination Amount, as defined in the agreement, principally upon the occurrence of redemption or a 
defeasance of the related bonds on or prior to the last scheduled deposit date. The amount of the Termination 
Amount will vary depending on various market conditions, as defined in the DSD Agreements. Under certain 
market conditions, the Termination Amount owed to Lehman by the Commonwealth may exceed the amount 
of the original upfront payment received. 
The $82.7 million upfront payment received by the Commonwealth Entities was recognized as other revenue 
for budgetary purposes in 2005; however, under U.S. GAAP, such upfront payment was deferred and is 
being recognized proportionally over the future periods the Commonwealth Entities would have otherwise 
earned such interest earnings. The unamortized balance amounted to approximately $10.8 million and is a 
component of unearned revenue at June 30, 2018. During fiscal year 2018, approximately $2.3 million was 
amortized into other revenue in the Governmental Activities of the accompanying statement of activities. For 
additional information regarding potential claims with respect to the debt service deposit agreements, refer 
to Note 23. 

 Derivative Instruments 
Hedging Derivative Instruments 

The sole hedging derivative instrument at the Primary Government as of June 30, 2018 resided at COFINA, 
which has entered into an interest rate exchange agreement (swap) with a counterparty in connection with 
the issuance of $136 million LIBOR based adjustable-rate bonds within the Sales Tax Revenue Bonds Series 
2007A (the Adjustable-Rate Bonds) maturing August 1, 2057. The Adjustable-Rate Bonds expose COFINA 
to variability in interest payments due to changes in interest rates. Management believes that it is prudent to 
limit the variability of interest payments on the Adjustable-Rate Bonds. To meet this objective, management 
entered into a $136 million interest rate swap agreement to manage fluctuations in cash flows resulting from 
interest rate risk. This swap effectively changes the variable rate cash flow exposure on the Adjustable-Rate 
Bonds to fixed cash flows. Under the terms of the interest rate swap, COFINA receives variable interest rate 
payments equal to the interest payment on the Adjustable-Rate Bonds and makes fixed interest rate 
payments at 4.92% through August 1, 2057, thereby creating the equivalent of a fixed rate debt. At June 30, 
2018, the credit rating of the counterparty to this swap agreement was BBB+ by Standard & Poor’s. 
COFINA rejected the Swap Agreement in its Title III case, and the claim for termination payment was 
discharged under the COFINA Plan of Adjustment during fiscal year 2020. 
The fair value and notional amount of the derivative instrument (pay fixed interest rate swap) outstanding as 
of June 30, 2018, designated as cash flow hedge, was as follows (in thousands): 

 
The fair value of the interest rate swap is classified as Level 2 of the fair value hierarchy and was estimated 
using the zero-coupon- method. This method calculates the future net settlement payments required by the 
swap, assuming that the current forward rate implied by the yield curve correctly anticipates future spot 

Change in
fair value

from Counterparty
Fair June 30, Effective Floating rate Maturity Receives Pays credit rating

Notional amount value 2017 date indicator date Type Rate Type Rate Moody’s

$ 136,000 65,954 6,506 7/31/07 67% of 3m 8/1/57 Variable 2.513% Fixed 4.92% Ba3
LIBOR +0.93%
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interest rates. These payments are then discounted using the spot rates implied by the current yield curve 
for hypothetical zero-coupon- bonds due on the date of each future net settlement of the swaps. 
Risks on Hedging Derivative Instruments 

By using derivative financial instrument to hedge the exposure to changes in interest rates, COFINA exposes 
itself to interest rate risk, credit risk, and termination risk. 
Credit or Counterparty Risk – Credit risk is the failure of the counterparty (or its guarantor) to perform under 
the terms of the derivative contract. When the fair value of a derivative contract is positive, the counterparty 
owes COFINA, which creates credit risk for COFINA. When the fair value of a derivative contract is negative, 
COFINA owes the counterparty and, therefore, does not possess credit risk. COFINA minimizes the credit 
risk in derivative instruments by entering into transactions with counterparties whose credit rating is 
acceptable under the investment policies of COFINA. As of June 30, 2018, there was no credit risk because 
the fair value of the derivative instrument was negative. 
Interest Rate Risk – Interest rate risk is the adverse effect on the value of a financial instrument that results 
from a change in interest rates. COFINA is exposed to interest rate risk on its pay fixed, receive variable 
swap; as LIBOR decreases, COFINA’s net payment on the swap increases. At the same time, interest 
payments on the hedged adjustable-rate bonds decrease. The interest rate risk associated with interest rate 
swap contracts is managed by establishing and monitoring parameters that limit the types and degree of 
interest rate risk that may be undertaken. 
Termination Risk – Termination risk is the possibility that a hedging derivative instrument’s unscheduled end 
will affect COFINA’s liability strategy or will present COFINA with potentially significant unscheduled 
termination payments to the counterparty. COFINA or its counterparty may terminate a derivative instrument 
if the other party fails to perform under the terms of the contract. COFINA is at risk that the counterparty will 
terminate a swap at a time when COFINA owes it a termination payment. COFINA has mitigated this risk by 
specifying that the counterparty has the right to terminate only as a result of certain events, including a 
payment default by COFINA, insolvency of COFINA (or similar events), or a downgrade of COFINA’s credit 
rating below BBB+ or Baa1. If at the time of termination, an investment derivative instrument is in a liability 
position, COFINA would be liable to the counterparty for a payment equal to the liability, subject to netting 
arrangements. 
Investment Derivative Instruments 

In connection with the COFINA swap agreement, on July 1, 2014, Moody’s issued a downgrade on the LIBOR 
2007A Bonds to a rating of Ba3. On September 24, 2014, rather than terminate the Swap Agreement, 
COFINA and the counterparty entered into a new credit annex (the 2014 Credit Support Annex) as well as 
an Amendment to the ISDA Master Agreement (the 2014 ISDA Amendment) to permit COFINA to 
collateralize its obligations under the Swap Agreement and to amend the termination events thereunder. The 
impact of the new agreement was for COFINA to post $12 million in collateral to the counterparty, as well as 
set up a restricted account in which a portion of the collateral be deposited for the benefit of counterparty. In 
addition, COFINA has committed to post up to $15 million annually in additional collateral by March 15 of 
each year until fiscal year 2018. Over time, the maximum amount COFINA would have to post is $60 million. 
In December 2016, COFINA posted $15 million in additional collateral due on March 31, 2017. As of June 30, 
2018, the collateral amount held by the counterparty is $49.2 million. 
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 Fund Balance (Deficit) 
Below is the detail included in the fund balance (deficit) classifications for the governmental funds as of 
June 30, 2018 (in thousands): 

 
The following table presents individual information of deficit fund balance and net position of nonmajor 
governmental funds (in thousands):  

 

ERS COFINA COFINA
Debt Special Special Debt Nonmajor Total

General service revenue revenue service governmental governmental

Nonspendable:
Inventory $ — — — — — 127 127

— — — — — 127 127

Spendable:
Restricted for:

General government 6,927 — 1,117,552 — — — 1,124,479
Public housing and

welfare 99,049 — — — — — 99,049
Education — — — — — 362,218 362,218
Public safety — — — — — 36,589 36,589
Capital projects — — — — — 187,375 187,375
Debt service — — — — 306,938 108,580 415,518

Subtotal 105,976 — 1,117,552 — 306,938 694,762 2,225,228

Committed to:
Public housing and

welfare — — — — — 11,997 11,997

Subtotal — — — — — 11,997 11,997

Assigned to:
General government — — — — — 16,149 16,149
Public housing and

welfare 6,176 — — — — — 6,176
Health — — — — — 22,332 22,332
Debt service — — — 6,177 — — 6,177

Subtotal 6,176 — — 6,177 — 38,481 50,834

Unassigned 1,260,757 (1,889,112) — — — (850,895) (1,479,250)

Total fund
balance
(deficit) $ 1,372,909 (1,889,112) 1,117,552 6,177 306,938 (105,528) 808,936

Fund 
balance Net position

PBA Special Revenue Fund $ (61,923) Bureau of Emergency Services 9-1-1 $ (23,628) 
PA Special Revenue Fund (5,928) Lotteries (51,047) 
SCPT Special Revenue Fund (19,414) Total $ (74,675) 

The Children's Trust 
Special Revenue Fund (887) 

PBA Debt Service Fund (391,439) 

PRIFA Debt Service Fund (350,738) 
PRMSA Debt Service Fund (20,566) 

Total $ (850,895) 

Nonmajor governmental Nonmajor proprietary
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 Subsequent Events 
Subsequent events were evaluated through June 30, 2021 to determine if any such events should either be 
recognized or disclosed in the 2018 basic financial statements. The subsequent events disclosed below are 
principally those related to debt activities, including credit rating downgrade events, other revenue and/or 
budget related matters and fiscal events and related legislation, both local and federal, that management 
believes are of public interest for disclosure. 
Primary Government 
(a) Certain U. S. Internal Revenue Service Examinations 

The United States Internal Revenue Service (the IRS) issued several letters dated from February 7, 2019 
to March 28, 2019 to PBA, PREPA, COFINA and PRMFA to inform them that the IRS is conducting 
certain investigations. The investigations are related to certain Forms 8038-CP (Return for Credit 
Payments to Issuers of Qualified Bonds, as defined by IRS) and some Bond issuances.  
PBA, PREPA, COFINA and PRMFA intend to respond to all correspondence from the IRS and intend to 
continue to cooperate with the IRS in connection with the above referenced examinations and are 
working with their representatives to respond to these IRS examinations in a timely manner. 
In April 2019, the IRS filed an administrative expense claim against COFINA for the return of the Paid 
Subsidies. On June 12, 2019, with permission of the Oversight Board, FAFAA filed an objection to the 
IRS claim on behalf of COFINA. On October 25, 2019, the IRS filed a response to COFINA’s objection. 
On December 24, 2019, on behalf of COFINA, FAFAA filed its reply to the IRS’s response. Negotiations 
between COFINA and the IRS regarding settlement of the IRS claim are ongoing. A hearing before the 
Title III Court is scheduled for March 10, 2021. 

(b) Natural Disasters  
(i) Earthquakes 

On January 7, 2020, Puerto Rico was struck by a 6.4 magnitude earthquake causing devastating 
damages to infrastructure, an island wide power outage, water shortages and threatening the lives 
of its people. In order to safeguard the health and public safety of its citizens, the Governor issued 
executive orders EO 2020-01 and EO 2020-02 declaring a state of emergency to activate the 
emergency purchasing protocol allowing emergency management agencies to acquire the 
necessary supplies and essential services to provide a timely and effective response and activating 
the National Guard to provide support during the emergency management. 
In addition, the Oversight Board authorized the utilization of Emergency Reserve funds from fiscal 
years 2019 and 2020 as needed by the Commonwealth without prior approval of reapportionments 
through January 31, 2020. 
President Trump also approved an emergency declaration allowing direct federal assistance for 
emergency measures to protect lives, property and public health after the series of earthquakes. 
On January 11, 2020, the Governor issued executive order EO 2020-07 authorizing the appropriation 
of $12 million from the Emergency Fund to be distributed equally between the municipalities of 
Gúanica, Guayanilla, Peñuelas, Ponce, Utuado and Yauco to be used exclusively for damages and 
mitigation related to the emergency. 
A preliminary assessment of the damages caused by the earthquake and subsequent aftershocks 
(excluding the May 2, 2020 earthquake discussed below), calculated by the United States Geological 
Survey, estimated total economic damages at approximately $836 million. 

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 255 of 471



COMMONWEALTH OF PUERTO RICO 
Notes to Basic Financial Statements 

June 30, 2018 

 250 

Puerto Rico continues to experience aftershocks that are not expected to stop any time soon. 
According to a January 29, 2020 report published by the United States Geological Survey, Puerto 
Rico is at risk of many potentially catastrophic earthquakes in the near term. In fact, on May 2, 2020, 
an earthquake with a 5.4 magnitude struck Puerto Rico’s southern coast. The seismic event, which 
briefly knocked out power in some areas, hit near the city of Ponce where hundreds of structures, 
including homes and houses of worship, remain damaged or destroyed from the devastating 
earthquakes earlier in 2020. These continued earthquakes are a powerful reminder that although the 
global COVID-19 pandemic is currently controlling the public spotlight; the physical and psychological 
threat of natural catastrophes has not subsided for Puerto Rico and its residents. 
On January 8, 2021, Governor Pierluisi signed executive order EO-2021-011, which declared that 
any reconstruction project that is necessary due to damages from Hurricanes Irma and Maria or 
earthquakes will be considered a critical project that should be treated with agility and urgency. To 
that end, EO-2021-011 created a Council for Reconstruction (the Council) that will identify and 
recommend critical reconstruction projects, and determine their respective priority. The Council will 
be required to prioritize projects to rebuild houses damages by the hurricanes and earthquakes, 
projects to rebuild and modernize the electric and sewer system and projects to rebuild public 
schools. 

(ii)  Status of Federal Disaster Relief Funds 
The Government continues to coordinate relief and funding efforts to address the natural 
disasters that have affected Puerto Rico in recent years, including the continued recovery 
following Hurricanes Irma and Maria and the earthquakes that impacted (and continue to 
impact) the southern and southwestern part of Puerto Rico. As of January 11, 2021, 
approximately $67 billion has been appropriated by the United States Congress to Puerto Rico 
for disaster relief and recovery efforts. Of this amount, approximately $43.2 billion has been 
committed by federal agencies for distribution and $18 billion has been disbursed. Of the 
amounts obligated and disbursed, FEMA has approved approximately $33.8 billion and 
disbursed approximately $14.2 billion of the total amounts detailed above. 

(iii) Revolving Funds for the Reconstruction of Puerto Rico 
On November 18, 2020 Joint Resolution 85 was approved by the Legislature in order to establish 
a revolving fund in the amount of $750 million to advance funding for permanent work projects 
under the Public Assistance Program of the Federal Emergency Management Agency (FEMA). 
This funds will allow municipalities and other state dependencies to access much needed funding 
to develop permanent reconstruction works. Funding may be used specifically for reconstruction 
projects needed as a result of recent disasters, such as, the passage of Hurricanes Irma and 
María, and the earthquakes. 

(c) COVID-19 Pandemic 
(i) Executive Orders 

On March 11, 2020, the World Health Organization declared the Coronavirus disease caused by a 
novel coronavirus (COVID-19) as a global pandemic. As a result of the health threat and to contain 
the virus spread across the island, Governor Váquez-Garced issued executive order EO 2020-020, 
on March 12, 2020, declaring a state of emergency in Puerto Rico to concentrate all efforts and 
implement necessary measures to safeguard the health, well-being and public safety of the citizens 
of Puerto Rico. The executive order authorized the Secretary of the DOT and the Executive Director 
of the PROMB to set up a special budget, from any available funds, including the Emergency Fund, 
to cover all necessary costs for the containment of the virus throughout the island and sharing 
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information with the municipalities. Numerous executive orders have been subsequently issued by 
the Governor to manage all COVID-19 related matters. 
As the Government observes and assesses the results of its measures to control the negative health 
and economic effects of COVID-19 on the people of Puerto Rico and Puerto Rico’s economy, it will 
re-evaluate and further amend business restrictions as necessary to promote economic recovery 
while preserving the health, welfare, and safety of the people of Puerto Rico. 

(ii) Economic Stabilization Measures 
On March 23, 2020, the Oversight Board agreed with the Commonwealth to provide support to the 
Puerto Rican people, frontline workers, educators and students, and small businesses. The 
$788 million Emergency Measure Support Package consisted of $500 million that had to be 
authorized as an incremental appropriation to the fiscal year 2020 General Fund budget in 
compliance with the budgetary process under PROMESA, $157 million of reapportionment within the 
current fiscal year 2020 Commonwealth General Fund budget, and $131 million of Federal funds. 
This Emergency Measures Support Package was in addition to the availability of $160 million from 
Puerto Rico’s Emergency Reserve Fund the Oversight Board had already authorized. As of January 
22, 2021, the Government has disbursed $477 million of the $788 million approved in the Emergency 
Measure Support Package. 
On March 27, 2020, President Trump signed into law the Coronavirus Aid, Relief, and Economic 
Security Act (CARES Act), commonly known as “Phase Three” of coronavirus economic relief. The 
CARES Act provides a stimulus to individuals, businesses, and hospitals in response to the economic 
distress caused by the COVID-19 pandemic; creates a $349 billion loan program for small 
businesses, including 501(c)(3) non-profits and physician practices; allocates $500 billion for 
assistance to businesses, states, and municipalities; expands telehealth services in Medicare, 
including services unrelated to COVID-19 treatments; expands eligibility for unemployment 
insurance and provides people with an additional $600 per week on top of the unemployment amount 
determined by each state; expands the Defense Production Act, allowing for a period of two-years 
when the government may correct any shortfall in resources without regard to the current expenditure 
limit of $50 million; provides the U.S. Secretary of the Treasury with the authority to make loans or 
loan guarantees to states, municipalities, and eligible businesses and loosens a variety of regulations 
prior legislation imposed through the Dodd-Frank Wall Street Reform and Consumer Protection Act, 
the Economic Stabilization Act of 2008, and others; and authorizes supplemental appropriations to 
help the government respond to COVID-19 pandemic emergency. 
On December 27, 2020, President Trump signed into law the Consolidated Appropriations Act of 
2021 (the Appropriations Act), which provided an additional $900 billion stimulus relief for the COVID-
19 pandemic in the United States, including the territories. Importantly, the Appropriations Act 
extended the deadline by which the CARES Act and Coronavirus Relief Fund must be spent through 
December 31, 2021. Moreover, the Appropriations Act provided another round of direct payments to 
individuals, enhanced unemployment benefits, education funding, and aid to sectors affected by the 
economic impact of the pandemic. Among the stimulus, the Appropriations Act provided a direct 
economic relief via stimulus checks of $600 for individuals making up to $75,000 per year, $1,200 
for couples making up to $150,000, and an extra $600 for dependent children that are under 17 years 
old. The Department of Treasury estimated that approximately 2.8 million Puerto Rico residents will 
benefit from this program. As of January 22, 2021, the Department of Treasury has disbursed $760 
million to approximately 800,000 families. 
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On March 11, 2021, President Biden signed into law the American Rescue Plan Act of 2021 (the 
American Rescue Plan), which provided an additional $1.9 trillion stimulus relief for the COVID-19 
pandemic in the United States, including the territories. The American Rescue Plan built upon the 
measures in the CARES Act and Appropriations Act, including by providing for, among other things, 
(i) $1,400 direct payments to individuals making up to $75,000 per year and $2,800 for couples 
making up to $150,000 (which phase out at $80,000 and $160,000 respectively), plus an additional 
$1,400 for each child and/or adult dependent; (ii) an extension of expanded unemployment benefits 
with a $300 weekly supplement through September 6, 2021; (iii) various tax benefits; (iv) grants to 
small businesses; (v) education and housing assistance funding; (vi) additional COVID-19 related 
funding for vaccines, testing, and contract tracing, among other healthcare-related funding; and (vii) 
transportation-related funding.  Importantly, for the first time ever, the American Rescue Plan 
permanently expanded the federal Earned Income Tax Credit (EITC) and Child Tax Credit (CTC) to 
Puerto Rico and the U.S. territories.  The U.S. Joint Committee on Taxation estimated that the EITC 
reform likely will result in nearly $8.1 billion in federal payments to all territories over the next decade 
(of which Puerto Rico would receive the largest portion), and the CTC reform likely will result in more 
than $4.5 billion in payments to Puerto Rican families through 2026. 

Discretely Presented Component Units 
Further specific subsequent events for major discretely presented component units follow: 

 PRHTA 
On July 2, 2018, the trustee for the bonds issued by PRHTA notified PRHTA that it failed to make 
payment on principal and interest amounting to approximately $128 million and $98 million, respectively, 
under the 1968 and 1998 Bond Resolutions. Of the total amount defaulted by PRHTA, approximately 
$112.2 million and $60 million of principal and interest, respectively, was paid by the monoline bond 
insurers under PRHTA’s financial guarantee insurance policies. 
From August 1, 2018 through March 1, 2019, PRHTA defaulted on the monthly interest payments 
corresponding to the Puerto Rico Highways and Transportation Authority Transportation Revenue Bonds 
(Series A) Variable. The total aggregate amount of Series A interest expense defaulted on during this 
period was approximately $15.9 million. No insurance payments were made by insurance companies 
during that period. 
From August 1, 2018 through March 1, 2019, PRHTA defaulted on the monthly interest payments 
corresponding to the Puerto Rico Highways and Transportation Authority Transportation Revenue Bonds 
(Series N) Consumer Price Index Funds Bonds (CPIFB). The total aggregate amount of Series N interest 
expense defaulted on during this period was approximately $1.4 million. The insurance company paid 
the full interest debt service defaulted.  
On January 2, 2019, the trustee notified PRHTA that it failed to make the semi-annual payment of interest 
amounting to approximately $93.8 million. Of the total approximately $57.5 million in interest was paid by 
the insurance company under the financial guarantee insurance policy. This semi-annual payment 
excludes the Series A -variable and Series N – CIPFB which are disclosed in the preceding paragraph. 
On May 27, 2021, the Oversight Board approved a revised fiscal plan (the PRHTA Fiscal Plan) to provide 
a roadmap for transforming not only PRHTA, but also infrastructure across Puerto Rico to catalyze 
economic growth. PRHTA has four objectives aligned with this goal: (a) transit security and safety 
projects; (b) improvement of existing transportation infrastructure; (c) completing highway systems; and 
(d) traffic reduction. Please refer to PRHTA the Fiscal Plan published in the Oversight Board webpage. 
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 PREPA 
(i) The Energy Bureau Orders 

As further disclose in PREPA’s financial statements, on May 1, 2019 PREPA began collecting the 
Permanent Rate of $0.9948 cents/kWh. In addition, in July 2019, PREPA started billing/collecting 
rider adjustments ordered on June 27, 2019. Additional revisions of riders and reconciliation 
processes are conducted on a periodic basis as ordered by the Energy Bureau. 

(ii) Super priority Post Petition- Revolving Credit Loan Agreement 
On February 22, 2018, PREPA (as borrower) and the Commonwealth (as lender) entered into a 
Revolving Credit Loan Agreement, in which the Commonwealth agreed to make a revolving loan to 
PREPA (the Revolving Credit Loan) consisting of a super priority post-petition- credit facility in an 
aggregate principal amount not to exceed $300 million available to PREPA until June 30, 2018, 
unless extended by necessary governmental action by the Commonwealth. The Revolving Credit 
Loan will bear 5% interest, provided that, in the event the Commonwealth funds or refinances the 
Revolving Credit Loan with the proceeds of a Commonwealth financing, the interest rate on such 
funded or refinanced Revolving Credit Loan will automatically accrue interest at the rate equal to the 
interest rate on the Revolving Credit Loan not funded or refinanced with any Commonwealth 
financing. On March 8, 2019 the Revolving Credit Loan was paid off by PREPA. 

(iii) Bond Ratings Downgrade 
On July 6, 2017, Moody’s downgraded its rating for PREPA’s bonds to Ca from Caa3, with the outlook 
remaining negative. This latest downgrade reflected PREPA having commenced a proceeding under 
Title III of PROMESA. On the same date, Fitch also downgraded its rating for PREPA’s bonds from 
C to D. On February 9, 2018 S&P withdrew its D rating and is now not rated (NR). 

(iv) Fiscal Plan 
On May 27, 2021, the Oversight Board approved a revised fiscal plan for PREPA (the PREPA Fiscal 
Plan) to accelerate the transformation of Puerto Rico’s energy system. The PREPA Fiscal Plan is 
designed to improve upon prior progress made (as discussed below) by focusing on improving 
operations, modernizing the transmission and distribution system, upgrading the generation fleet, 
improving workforce and public safety, transitioning operations and management of the electricity 
grid to private operators, and restructuring legacy debt obligations, among other things. Please refer 
to the PREPA Fiscal Plan published in the Oversight Board webpage. 

(v) Transformation 

On January 22, 2018, then Governor Rosselló announced that the Commonwealth would begin the 
transformation of PREPA. On October 31, 2018, the Governor announced the request for 
qualifications (RFQ) from interested entities in managing and operating PREPA's electric power 
transmission and distribution system, pursuant to a long-term public-private partnership agreement. 
After a robust and competitive procurement process that lasted more than 18 months, the 
Partnership Committee (the Partnership Committee) established by the Puerto Rico Public-Private 
Partnership Authority (the P3 Authority) pursuant to Section 5 of Act 120, as amended, determined 
to recommend to the board of directors of the P3 Authority (the P3 Authority Board) that the contract 
(the T&D Contract) for the management, operation, maintenance, repair, restoration, and 
replacement of the Puerto Rico electric power transmission and distribution system (the Project) be 
awarded to a consortium composed of: (i) ATCO Ltd. (ATCO), Quanta Services, Inc. (Quanta) and 
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Innovative Emergency Management, Inc. (IEM), which consortium has been incorporated as LUMA 
Energy (LUMA Energy). 
On June 22, 2020, PREPA’s Governing Board and the Government of Puerto Rico, pursuant to the 
procedures set forth in Act 29-2009 (as amended), each approved the T&D Contract. Following these 
approvals, the T&D Contract was then signed by the parties on June 22, 2020.  
On April 20, 2021, UTIER filed an adversary proceeding against PREPA challenging the 
implementation of the T&D Contract with LUMA. In its complaint, UTIER asserts multiple causes of 
action with the ultimate goal of enjoining the Authority’s transition of management, operation, 
maintenance, repairs, and restoration responsibilities to LUMA and LUMA’s replacement of the T&D 
System. On April 26, 2021, UTIER filed a motion for a preliminary injunction to enjoin LUMA from 
taking over operations of PREPA’s T&D System.  PREPA and other defendants opposed UTIER’s 
preliminary objection motion on May 5, 2021. After a hearing on the matter, on May 21, 2021, the 
Court issued an order denying UTIER’s motion for preliminary injunction. Responses to UTIER’s 
complaint are due July 19, 2021. 
On May 6, 2021, PREPA ERS filed a complaint against the Authority with substantially similar causes 
of action as in the UTIER adversary proceeding. Responses to PREPA ERS’s complaint are due 
July 19, 2021. 
On June 1, 2021, pursuant to the T&D Contract, LUMA took over the management and operation of 
PREPA electric power transmission and distribution system. 

 PRASA 
(i) Fiscal Plan 

On June 29, 2020, The Oversight Board approved its latest own 6-year fiscal plan for PRASA (the 
“PRASA Fiscal Plan”) pursuant to PROMESA and the requirements imposed by the Oversight Board. 
The PRASA Fiscal Plan includes a series of new initiatives, including, among others, rate increases, 
a Public Private Partnership project for improving commercial services, increases in government 
account collections, reductions in physical water losses, and new federal funding. Please refer to the 
PRASA Fiscal Plan published in the Oversight Board webpage.  

(ii) USDA and SRF Debt Modification 

On July 2019, PRASA and FAFAA consummated definitive agreements (the “Agreemets”) 
restructuring PRASA’s debt obligations under the Environmental Protection Agency’s Clean Water 
and Drinking Water State Revolving Funds programs (“SRF) and the United States Department of 
Agriculture’s Rural Development, Rural Utilities Service program (“RD”) totaling almost $1 billion. 
The Agreements were approved by The Oversight Board pursuant to Section 207 of PROMESA. 
The Agreements include the termination of existing Commonwealth guarantees of the Federal Debts, 
thus reducing overall Government contingent liabilities and the consolidation of all the restructured 
debt into two SRF loans and one RD loan with extended maturities and/or lower interest rates. The 
restructured debt was designated as Other System Indebtness in parity with other senior debt under 
PRASA’s Master Agreement of Trust and in not guaranteed by the Commonwealth. 

(iii) Capital Improvement Program Reactivation 

In fiscal year 2016, PRASA was forced to suspend the execution of all CIP projects and important 
renewal work, such as replacing inefficient meters and failed/leaking pipelines was deferred. 

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 260 of 471



COMMONWEALTH OF PUERTO RICO 
Notes to Basic Financial Statements 

June 30, 2018 

 255 

Starting in fiscal year 2019, PRASA re-activated all regulatory-driven CIP projects and re-started its 
deposits into the Capital Improvement Fund. In addition, PRASA regained access to low interest 
deferral loans during fiscal year 2020 as a result of the restructuring of a substantial portion of the 
Commonwealth Guaranteed Indebtedness as Senior Indebtedness. 
In 2020, PRASA faced a new dry season where 50% of the island went under moderate to severe 
drought conditions. A water rationing plan was implemented affecting around 140,000 clients served 
by the Carraizo system from July 2 to July 27, 2020. Additionally, around 23,000 clients served by 
the water treatment plants of Canovanas, El Yunque, Jaguar and Guzman Arriba were also under 
water rationing as a result of eater levels at the water intakes at the rivers serving the plants. 

(iv) PRASA Restructuring Transactions 
(a) Settlement of GDB Loan 

On February 29, 2012, PRASA entered into a line of credit agreement with GDB (the Loan 
Agreement), which provided an available maximum amount of $150 million for the purpose of 
assisting with PRASA’s cash flow needs. The Loan Agreement had an amortization period of 
fifteen (15) years, payable in nineteen (19) quarterly payments, commencing on June 30, 2014, 
plus a final balloon payment (of such amount as may be the balance then outstanding) on the 
maturity date. The Loan Agreement was subsequently transferred to the GDB Debt Recovery 
Authority (GDB–DRA) upon consummation of the Qualifying Modification. At the time of the 
transfer to the GDB-DRA, the outstanding principal amount under the Loan Agreement was 
$57.5 million, plus accrued and unpaid interest. On November 10, 2020, PRASA, FAFAA, GDB-
DRA, and the servicer and collateral monitor for GDB-DRA reached an agreement to resolve 
and settle in full all PRASA’s obligations under the Loan Agreement for a one-time payment in 
the amount of $20.5 million (the Settlement Agreement). On November 20, 2020, the Oversight 
Board approved the settlement and that same day PRASA made the required payment in full. 
Pursuant to the terms of the Settlement Agreement, the Loan Agreement was terminated and 
PRASA has no further obligation under it. 

(b) Refunding Transaction 
On December 17, 2020, PRASA issued its 2020 Series A and Series B Revenue Refunding 
Bonds (the 2020 Senior Bonds) in the amount of $1,351.3 million and $18.8 million, respectively, 
for the purpose of refunding a portion of the outstanding bonds of PRASA. The proceeds of the 
2020 Senior Bonds were used to (i) refinance a portion of the outstanding 2008 Revenue Bonds, 
Series A and Series B (Senior Lien) (ii) refinance all of PRASA’s outstanding Revenue Refunding 
Bonds, 2008 Series A and 2008 Series B, and (iii) pay costs of issuance of the 2020 Senior 
Bonds. The par amount of the refunded bonds equals $1.4 billion. 

(v) 2020 Clean Water State Revolving Funds Loan 
After the July 2019 successful debt restructuring of PRASA’a outstanding loans under the Puerto 
Rico State Revolving Fund Program (the “SRF Program”), with the agreement of and in collaboration 
with the Environmental Protection Agency, PRASA regained access to funds from the SRF Program. 
On August 18, 2020, PRASA entered into a loan agreement with the Puerto Rico Department of 
natural Resources and PRIFA for loans totaling up to $163 million to allow for funding of 28 
wastewater capital improvement projects. 
The executed loan agreement provides for a 30-year amortization after completion of the relevant 
projects, with a 1% interest rate. The loans were designated as Senior Indebtness under PRASA’s 
Master Agreement of Trust. 
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(d) UPR 
On August 5, 2016, the trustee of the Desarrollos Universitarios Inc. (DUI)’s AFICA Bonds notified UPR 
that it failed to make the basic lease payment to the trustee on July 25, 2016 and that a default under the 
lease agreement with DUI constitutes an event of default under the DUI’s AFICA Bonds Trust Agreement. 
At this time, the trustee did not seek to collect or recover any indebtedness from, enforce any judgment 
against, obtain possession of, or exercise control over, any property of or from, the Commonwealth or 
any of its instrumentalities, including DUI and UPR, or exercise any act that was stayed by PROMESA, 
the Moratorium Act, or any Executive Orders related thereto. For additional information regarding the 
Moratorium Act, refer to Note 3. On or around the time that the PROMESA Title IV stay expired, the 
trustee again notified UPR that it was in default for failure to make the outstanding lease payments. In 
May 2017, UPR made the outstanding lease payments and continued to do so until July 2018. On 
December 19, 2018, DUI notified to the trustee of its AFICA Bonds that the UPR took the position that 
its Qualified Operations and Management Agreement (the “Operations and Management Agreement”) 
with the UPR for the operation, maintenance and management of Plaza Universitaria facilities is no longer 
in existence. According to DUI, the UPR has not made a payment to DUI pursuant to the Operations and 
Management Agreement since July 2018, which now constitutes an event of default under the lease 
agreement, the loan agreement, and the trust agreement. On January 3, 2019, the trustee of the DUI’s 
AFICA Bonds notified the UPR that its failure to comply with the terms of the Operations and 
Management Agreement may constitute a default under the lease agreement, and that a default under 
the lease agreement could lead to an event of default under the loan agreement, which causes an event 
of default under the trust agreement. On January 11, 2019, the University and the Fiscal Agency and 
Financial Advisory Authority (FAFAA) notified the trustee of the DUI’s AFICA Bonds that they dispute 
several of the statements set forth in the DUI letter, including the obligation of the University to satisfy 
certain of the payments DUI alleges are outstanding under the Operations and Management Agreement.  
On April 30, 2019, DUI filed a civil action requesting declaratory judgements regarding: (a) the expiration 
date of the Operations and Management Agreement and the fact that it remains in force; (b) the fact that 
the University has defaulted under the terms of said agreement and concurrently other ancillary 
agreements; (c) the amounts owed by the University under said agreement; and (d) the obligation of the 
University to fully fund the Working Capital account. Amounts claimed by DUI to the University for 
reimbursable expenditures fees, as defined in the Operations and Management Agreement, amounted 
to approximately $2.6 million as of June 30, 2020. 
In a letter dated May 22, 2020, DUI notified the Trustee of its AFICA Bonds that the University has 
repeatedly failed to pay contractual sums due to DUI since July 1, 2018 under the Operations and 
Management Agreement. In a subsequent communication to the Trustee of the DUI’s AFICA Bonds, DUI 
stated that it will close the Plaza Universitaria facilities and that it will no longer operate, manage, and 
maintain the Plaza Universitaria facilities. 
In a letter dated June 22, 2020, the Trustee of the DUI’s AFICA Bonds notified the University that the 
University’s failure to comply with the terms of the Operations and Management Agreement may 
constitute a default under paragraph 7.1(b) of the lease agreement, and that a default under the lease 
agreement could lead to an event of default under section 7.01(g) of the loan agreement, which causes 
an event of default under section 801(d) of the trust agreement. 
On June 22, 2020, DUI filed a request for summary judgement restating its claims in the original complaint 
and updating amounts due by the University thought July 31, 2020. The University contested the motion. 
A hearing was held in August 2020, where both parties presented their arguments. On September 17, 
2020, the Court issued an order that all arguments were under the advisement pending the Court’s final 
determination and adjudication. 
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On October 28, 2020, the University formally notified to DUI the termination of the Operations and 
Management Agreement effective October 31, 2020, pursuant to Section 3.01 (iii) thereof. After October 
2020, all operating activities as contemplated in the Operations and Management Agreement were 
assumed by the University. 
On December 1, 2020, the Court issued an order denying the University’s motion for dismissal of the 
complaint. On December 16, 2020, the University filed an appeal. DUI has also moved the Court for the 
entry of injunctive relief as it understands that the University has unduly interfered with DUI’s 
management of Plaza Universitaria, despite of DUI’s reiterated admission of insolvency. The University 
opposed DUI’s request for injunctive relief on December 31, 2020. On February 18, 2021, the Court 
denied the DUI’s request for injunction and ordered the continuation of DUI’s claim via the Court’s 
ordinary course. 
On January 22, 2021, the University entered into a Memorandum of Understanding (MOU) with the 
University of Puerto Rico Parking System, Inc. (UPRPS), a component unit of the University, in which 
the University appointed UPRPS, as the administrative agent, responsible for the maintenance, repairs 
and operation of Plaza Universitaria facilities. The University will pay $15,000 monthly as a fee for 
acquiring, screening and renting the premises and managing the property, up to $90,000, and the 
University will reimburse all expenses, including but not limited to repair, security, maintenance, utilities 
and any other expenses, up to $300,000, for the term of the MOU. The MOU expires on June 30, 2021. 
The Oversight Board has certified four fiscal plans for the University since 2017. Considering the many 
variables in the forecasts, the Oversight Board has chosen to annually update and certify a Fiscal Plan 
for accuracy and to serve as the most updated information for the purposes of certifying an annual 
budget. These various University’s Fiscal Plans, in accordance with PROMESA, have outlined a path to 
achieve fiscal responsibility, maintain access to capital markets, and provide adequate funding for the 
University’s Retirement System. 
On November 29, 2018, FAFAA and GDB announced the consummation of GDB’s Qualifying 
Modification under Title VI of PROMESA. As a result of GDB’s Qualifying Modification, the credit facilities 
the UPR owed to the GDB (approximately $87.3 million, including accrued interest, as of November 29, 
2018) were fully offset on a dollar-for-dollar basis by the amount of the UPR’s deposits held at GDB 
(approximately $94.4 million, including accrued interest, as of November 29, 2018) and such facilities 
were extinguished. The remainder of UPR’s recovery on account of its deposits held at GDB 
(approximately $7.1 million) will ultimately depend on the recovery received from the Public Entity Trust 
(PET) on account of the PET Assets. 

(e) GDB 
(i) Budgetary Events and Related Legislation 

For fiscals years 2019, 2020 and 2021 the Oversight Board certifieds budgets did not include 
appropriations to repay any of the GDB’s outstanding loans. 

(ii) Bond Credit Rating Downgrade 

Currently, and after a series of credit downgrades, the credit rating of the GDB is non-investment 
grade.  
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Schedule of Changes in Net Pension Liability for Single-Employer Pension Plans – TRS

(Amounts in thousands)

The Schedule of Changes in the Net Pension Liability for Single-Employer Pension Plans presents the changes in net pension liability
for the System of Annuities and Pensions for Teachers (TRS) at June 30, 2018:

2018 2017 2016 2015

Total pension liability:
Service cost $ 335,237  294,692  273,754  354,159  
Interest 518,214  648,407  637,849  690,742  
Changes in benefit terms —  —  —  (599,560) 
Differences between expected and annual experience 131,134  43,202  88,544  169,851  
Changes in assumptions (1,964,234) 1,621,712  1,235,988  83,560  
Benefit payments, including refunds of contributions (768,279) (750,172) (736,107) (683,698) 

Net change in total pension liability (1,747,928) 1,857,841  1,500,028  15,054  

Total pension liability – beginning 18,165,572  16,307,731  14,807,703  14,792,649  

Total pension liability – ending (a) 16,417,644  18,165,572  16,307,731  14,807,703  

Plan fiduciary net position:
Contributions – employers, net of provision 270,302  213,724  194,541  189,367  
Contributions – participating employees 95,217  99,557  105,120  115,461  
Contributions – transfers 644  1,804  2,345  4,131  
Net investment income 38,414  45,060  59,921  190,023  
Other income —  1,350  1,057  1,416  
Benefit payments, including refunds of member contributions (768,279) (751,245) (736,300) (683,698) 
Administrative expenses (14,787) (25,876) (19,382) (19,803) 

Net change in plan fiduciary net position (378,489) (415,626) (392,698) (203,103) 

Plan fiduciary net position – beginning 895,455  1,311,081  1,703,779  1,906,882  

Plan fiduciary net position – ending (b) 516,966  895,455  1,311,081  1,703,779  

Employer’s net pension liability – ending (a)-(b) $ 15,900,678  17,270,117  14,996,650  13,103,924  

Plan fiduciary net position as a percentage of the total pension liability 3.15% 4.93 % 8.04 % 11.51 %

Covered-employee payroll $ 1,033,224  1,101,896  1,127,500  1,171,154  

Employer’s net pension liability as a percentage of covered-employee payroll 1538.94% 1567.31% 1330.08% 1118.89%

Notes:
The Commonwealth’s net pension liability as of June 30, 2018 was measured as of June 30, 2017, and the total pension

liability used to calculate the net pension liability was determined by an actuarial valuation with beginning-of-year census data
as of July 1, 2016 that was updated to roll forward the total pension liability to June 30, 2017 and assuming no gains or losses.

Schedules are intended to show information for ten years. Additional years will be displayed as they become available.

See accompanying notes to required supplementary information and independent auditors’ report.
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Schedule of Changes in Net Pension Liability for Single-Employer Pension Plans – JRS

(Amounts in thousands)

The Schedule of Changes in the Net Pension Liability for Single-Employer Pension Plans presents the changes in net pension
liability for the Retirement System for the Judiciary of the Commonwealth of Puerto Rico (JRS) at June 30, 2018:

2018 2017 2016 2014

Total pension liability:
Service cost $ 25,917  19,155  16,375  16,764  
Interest 19,018  22,625  21,861  22,620  
Changes in benefit terms (408) —  —  —  
Differences between expected and annual experience 10,872  (2,826) (6,970) (1,658) 
Changes in assumptions (66,464) 51,960  72,805  7,601  
Benefit payments, including refunds of contributions (25,405) (24,560) (23,134) (22,667) 

Net change in total pension liability (36,470) 66,354  80,937  22,660  

Total pension liability – beginning 651,666  585,312  504,375  481,715  

Total pension liability – ending (a) 615,196  651,666  585,312  504,375  

Plan fiduciary net position:
Contributions – employers, net of provision 11,973  15,223  12,337  11,992  
Contributions – participating employees 3,084  3,190  3,676  3,804  
Net investment income 2,360  1,751  899  9,713  
Other income —  —  873  59  
Benefit payments, including refunds of member contributions (25,405) (24,560) (23,134) (22,667) 
Administrative expenses (587) (946) (546) (2,150) 

Net change in plan fiduciary net position (8,575) (5,342) (5,895) 751  

Plan fiduciary net position – beginning 34,830  40,172  46,067  45,316  

Plan fiduciary net position – ending (b) 26,255  34,830  40,172  46,067  

Employer’s net pension liability – ending (a)-(b) $ 588,941  616,836  545,140  458,308  

Plan fiduciary net position as a percentage of the total pension liability 4.27% 5.36 % 6.86 % 9.17 %

Covered-employee payroll $ 31,829  32,204  31,917  31,707  

Employer’s net pension liability as a percentage of covered-employee payroll 1850.33% 1915.40% 1707.99% 1445.45%

Notes:
The Commonwealth’s net pension liability as of June 30, 2018 was measured as of June 30, 2017, and the total pension

liability used to calculate the net pension liability was determined by an actuarial valuation with beginning-of-year census data
as of July 1, 2016 that was updated to roll forward the total pension liability to June 30, 2017 and assuming no gains or losses.

Schedules are intended to show information for ten years. Additional years will be displayed as they become available.

See accompanying notes to required supplementary information and independent auditors’ report.
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The following Schedule of the Proportionate Share of the Net Pension Liability presents the proportionate share of the pension amounts of
the Commonwealth for the Employees’ Retirement System of the Government of the Commonwealth of Puerto Rico (ERS), a
Cost-Sharing Multiple-Employer Pension Plan, at June 30,:

2018 2017 2016 2015

Commonwealth’s proportion of the net pension liability 67.45 % 67.56 % 65.87 % 64.74 %
Commonwealth’s proportionate share of the net pension liability $ 23,086,446  25,467,704  21,960,015  19,512,798  
Commonwealth’s covered-employee payroll 2,255,661  2,259,464  2,186,540  2,258,946  
Commonwealth’s proportionate share of the net pension liability as a percentage of

its covered-employee payroll 1,023.23 % 1,127.16 % 1,000.32 % 864.00 %
Plans fiduciary net position as a percentage of the total pension liability (6.57) (3.47) (2.05) 0.27

Notes:
The Commonwealth’s net pension liability as of June 30, 2018 was measured as of June 30, 2017, and the total pension

liability used to calculate the net pension liability was determined by an actuarial valuation with beginning-of-year census data
as of July 1, 2016 that was updated to roll forward the total pension liability to June 30, 2017 and assuming no gains or losses.

Schedules are intended to show information for ten years. Additional years will be displayed as they become available.

See accompanying notes to required supplementary information and independent auditors’ report.

ERS

COMMONWEALTH OF PUERTO RICO

Required Supplementary Information (Unaudited)

Schedule of the Proportionate Share of the Net Pension Liability of a

Cost-Sharing Multiple-Employer Pension Plan – ERS

(Amounts in thousands)
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2018 2017 2016 2015
(measurement (measurement (measurement (measurement

date date date date
June 30, 2017) June 30, 2016) June 30, 2015) June 30, 2014)

ERS:
Statutorily required contributions $ 978,670  515,234  535,664  492,972  
Contributions (a) 485,345  497,019  460,659  415,933  

Contribution deficiency $ 493,325  18,215  75,005  77,039  

Covered-employee payroll (b) $ 2,176,069  2,186,540  2,258,946  2,307,688  

Contributions as a percentage of covered-employee payroll (a)/(b) 22.30% 22.73% 20.39% 18.02 %

TRS:
Statutorily required contributions $ 270,302  213,675  194,541  189,367  
Contributions (a) 270,302  213,675  194,541  189,367  

Contribution deficiency $ —  —  —  —  

Covered-employee payroll (b) $ 1,033,224  1,101,896  1,127,500  1,171,154  

Contributions as a percentage of covered-employee payroll (a)/(b) 26.16% 19.40 % 17.25 % 16.17 %

JRS:
Statutorily required contributions $ 25,313  26,823  24,437  23,592  
Contributions (a) 11,973  15,223  12,337  11,992  

Contribution deficiency $ 13,340  11,600  12,100  11,600  

Covered-employee payroll (b) $ 31,829  32,204  31,917  31,707  

Contributions as a percentage of covered-employee payroll (a)/(b) 37.62% 47.27% 38.65 % 37.82 %

Notes:
The contribution requirement to each retirement system is established by law and is not actuarially

determined.

Schedule is intended to show information for ten years. Additional years will be displayed as they
become available.

See accompanying notes to required supplementary information and independent auditors’ report.

COMMONWEALTH OF PUERTO RICO

Required Supplementary Information (Unaudited)

Schedule of Employers’ Contributions for All Pension Plans

(Amounts in thousands)
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COMMONWEALTH OF PUERTO RICO

Required Supplementary Information (Unaudited)

Schedule of Changes in Total Other Postemployment Benefits Liability and Related Ratios for Single-Employer Pension Plans – TRS

(Amounts in thousands)

The Schedule of Changes in the Total Other Postemployment Benefits Liability for Single-Employer Pension Plans presents the changes
 in the liability for the System of Annuities and Pensions for Teachers (TRS) at June 30, 2018:

2018*

Total other postemployment benefits liability:
Service cost $ —  
Interest 14,621  
Effect of plan changes —  
Effect of economic/demographic gains(losses) (750) 
Effect of assumptions changes or inputs (39,718) 
Benefit payments (36,493) 

Net change in total other postemployment

 benefits liability (62,340) 

Total other postemployment benefit liability – beginning 531,150  

Total other postemployment benefits liability – ending (a) 468,810  

Covered-employee payroll N/A

N/A

Notes:
Schedule is intended to show information for 10 years. However, reclculations of prior years are not required, and

if prior years are not required in accordance with the current GASB standards, they should not be reported.

*The amounts presented have a measurement date of the previous fiscal year end.

See accompanying notes to required supplementary information and independent auditors’ report.

Employer’s other postemployments benefits liability as 
a percentage of covered-employee payroll
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COMMONWEALTH OF PUERTO RICO

Required Supplementary Information (Unaudited)

Schedule of Changes in Total Other Postemployment Benefits Liability and Related Ratios for Single-Employer Pension Plans – JRS

(Amounts in thousands)

The Schedule of Changes in the Total Other Postemployment Benefits Liability for Single-Employer Pension Plans presents the changes
 in the liability for the Retirement System for the Judiciary of the Commonwealth of Puerto Rico (JRS) at June 30, 2018:

2018*

Total other postemployment benefits liability:
Service cost $ 290  
Interest 217  
Effect of plan changes —  
Effect of economic/demographic gains(losses) (48) 
Effect of assumptions changes or inputs (665) 
Benefit payments (336) 

Net change in total other postemployment

benefits liability (542) 

Total other postemployment benefits liability – beginning 7,497  

Total other postemployment benefits liability – ending (a) 6,955  

Covered-employee payroll 31,829  

21.85%

Notes:
Schedule is intended to show information for 10 years. However, reclculations of prior years are not required, and

if prior years are not required in accordance with the current GASB standards, they should not be reported.

*The amounts presented have a measurement date of the previous fiscal year end.

See accompanying notes to required supplementary information and independent auditors’ report.

Employer’sother postemployment benefits liability as a 
percentage of covered-employee payroll
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COMMONWEALTH OF PUERTO RICO

Required Supplementary Information (Unaudited)

Schedule of Changes in Total Other Postemployment Benefits Liability and Related Ratios for Single-Employer Pension Plans – ERS

(Amounts in thousands)

The Schedule of Changes in the Total Other Postemployment Benefits Liability for Single-Employer Pension Plans presents the changes
 in the liability for the Employees' Retirement System of the Government of the Commonwealth of Puerto Rico (ERS)  at June 30, 2018:

2018*

Total other postemployment benefits liability:
Service cost $ —  
Interest 30,362  
Effect of plan changes —  
Effect of economic/demographic gains(losses) (11,084) 
Effect of assumptions changes or inputs (192,736) 
Benefit payments (71,806) 

Net change in total other postemployment

 benefits liability (245,264) 

Total other postemployment benefit liability – beginning 1,163,025  

Total other postemployment benefits liability – ending (a) 917,761  

Covered-employee payroll N/A

N/A

Notes:
Schedule is intended to show information for 10 years. However, reclculations of prior years are not required, and

if prior years are not required in accordance with the current GASB standards, they should not be reported.

*The amounts presented have a measurement date of the previous fiscal year end.

See accompanying notes to required supplementary information and independent auditors’ report.

Employer’s other postemployments benefits liability as 
a percentage of covered-employee payroll
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(In thousands)

Original Amended
budget budget Actual

Revenue:
Income taxes $ 4,040,000   4,040,000   4,344,974   
Sales and use taxes 1,662,000   1,662,000   1,644,028   
Excise taxes 2,909,000   2,909,000   2,833,311   
Property taxes 44,000   44,000   3,990   
Other taxes 101,000   101,000   22,617   
Charges for services 89,000   89,000   54,449   
Revenue from component units 18,000   18,000   21,217   
Intergovernmental 149,000   149,000   223,536   
Other 480,480   480,480   454,515   

Total revenue 9,492,480  9,492,480  9,602,637  

Expenditures – current:
General government 2,864,736   3,222,514   2,994,821   
Public safety 1,821,472   1,825,206   1,754,448   
Health 1,438,498   1,134,727   1,019,994   
Public housing and welfare 434,411   375,597   318,673   
Education 2,401,151   2,245,845   2,280,886   
Economic development 381,482   460,861   423,722   
Intergovernmental 220,730   297,730   298,950   

Total expenditures 9,562,480  9,562,480  9,091,494  
Excess (deficiency) of revenue

 over expenditures (70,000) (70,000) 511,143  

Other financing sources:
Transfer in from Lotteries Fund 70,000   70,000   39,854   

Total other financing sources 70,000  70,000  39,854  

Excess of revenue and other financing sources
over expenditures. $ —  —  550,997  

See accompanying notes to required supplementary information and independent auditors’ report.
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 Changes of Benefit Terms and Assumptions 
On August 23, 2017, the Governor of the Commonwealth signed into law the Act to Guarantee the Payment 
to Our Pensioners and Establish New Plan Defined Contributions for Public Servants (Act No. 106-2017). 
Act No 106-2017 established the pay as you go mechanism effective July 1, 2017 for all the Commonwealth’s 
pension plans. 

 Budgetary Control 
The Governor is constitutionally required to submit to the Legislature an annual balanced budget of the 
Commonwealth for the ensuing fiscal year. The annual budget is prepared by the PROMB and takes into 
consideration the advice provided by the PRPB (annual economic growth forecasts and four-year capital 
improvements plan), the DOT (revenue estimates, accounting records, and the comprehensive annual 
financial report), FAFAA (the fiscal agent), and other governmental offices and agencies. Section 7 of 
Article VI of the Constitution of Puerto Rico provides that “the appropriations made for any fiscal year shall 
not exceed the total revenue, including available surplus, estimated for the said fiscal year, unless the 
imposition of taxes sufficient to cover the said appropriations is provided by law.” 
The annual budget, which is developed utilizing elements of program budgeting, includes an estimate of 
revenue and other resources for the ensuing fiscal year under: (i) laws existing at the time the budget is 
submitted and (ii) legislative measures proposed by the Governor and submitted with the proposed budget, 
as well as the Governor’s recommendations as to appropriations that in his judgment are necessary, 
convenient, and in conformity with the four -year capital improvements plan adopted by the PRPB. 
The Legislature may amend the budget submitted by the Governor but may not increase any items so as to 
cause a deficit without imposing taxes or identifying other sources of revenue to cover such deficit. Upon 
passage by the Legislature, the budget is referred to the Governor who may decrease or eliminate any line 
item but may not increase or insert any new line item in the budget. The Governor may also veto the budget 
in its entirety and return it to the Legislature with his objections. The Legislature, by two-thirds majority in 
each house, may override the Governor’s veto. If a budget is not adopted prior to the end of the fiscal year, 
the annual budget for the preceding fiscal year, as approved by the Legislature and the Governor, is 
automatically renewed for the ensuing fiscal year until a new budget is approved by the Legislature and the 
Governor. This permits the Commonwealth to continue making payments for its operating and other 
expenses until the new budget is approved. The appropriated annual budget for fiscal year 2018 (including 
other financing sources) amounted to approximately $9.6 billion, including several special budget 
appropriations to the General Fund made by the Legislature throughout the year which amounted to 
approximately $2.1 billion. 
The PROMB has authority to amend the budget within a department, agency, or government unit without 
legislative approval. 
PROMESA has significantly changed the approval process for the Commonwealth’s general fund budget. 
After fiscal year 2017 the process to approve the budget is controlled by the Oversight Board. The Oversight 
Board submits to the Governor a notice delineating a schedule for the development, submission, approval, 
and certification of proposed budgets to be submitted by the Governor and the Legislature to the Oversight 
Board for its approval. The Oversight Board, at its discretion, is responsible for determining the number of 
fiscal years to be covered by the budget submission. 
The Oversight Board is responsible for submitting revenue estimates for the period covered by the proposed 
budgets to the Governor and Legislature for use by the Governor in developing budgets to be submitted for 
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review and approval to the Oversight Board. The bill outlines three means by which a proposed budget could 
be approved. 

• Budget Submission by Governor. If the Oversight Board determines that the proposed budget is 
compliant with the applicable fiscal plan, then the bill would allow the Oversight Board to approve the 
proposed budget and submit it to the Legislature for approval. If the proposed budget is found to be 
non-compliant with the applicable fiscal plan, then the bill would allow the Oversight Board to issue a 
“notice of violation” which would include recommendations to correct the deficiencies. 

• Oversight Board Budget. Should the Governor fail to submit a compliant budget then the bill would 
permit the Oversight Board to develop and submit to the Governor and Legislature a revised compliant 
budget for the territory, and only to the Governor in the case of a territorial instrumentality. 

• Budget Adopted by Legislature. The bill would direct the Legislature to adopt a proposed budget for 
submission to the Oversight Board. If the proposed budget is found to be non-compliant with the 
applicable fiscal plan, then the Oversight Board may issue a “notice of violation” which includes 
recommendations to correct the deficiencies. 

• Oversight Board Budget. Should the Legislature fail to submit a compliant budget then the bill would 
allow the Oversight Board to develop and submit to the Governor and Legislature a revised compliant 
budget for the territory. 

• Certification of Budget as Compliant. Under provisions of the bill, if the Governor and Legislature 
approve a territorial budget that is compliant, or if the Governor develops a budget for the Commonwealth 
that is compliant with the applicable fiscal plan, then the Oversight Board could issue a certificate of 
compliance. If the Governor and Legislature fail to develop and approve a budget that would be 
compliant, then the Oversight Board could develop and submit a budget to the Governor and Legislature 
and such budget would be deemed approved by the Governor and the Legislature. In the case of a 
territorial instrumentality, only the Governor could submit a proposed budget for review by the Oversight 
Board. 

• Budget jointly developed by the Oversight Board, the Governor, and Legislature. The bill would 
allow the Oversight Board, the Governor, and the Legislature to work collaboratively to develop a 
consensus budget for the territorial government. In the case of a territorial instrumentality, the bill would 
allow the Oversight Board and the Governor to work collaboratively to develop a budget. 

For budgetary purposes, encumbrance accounting is used. The encumbrances (that is, purchase orders and 
contracts) are considered expenditures when a commitment is made. For U.S. GAAP reporting purposes, 
encumbrances outstanding at year-end are reported within the restricted, committed, assigned, and 
unassigned fund balance classifications and do not constitute expenditures or liabilities on a U.S. GAAP 
basis because the commitments will be honored during the subsequent year. The unencumbered balance of 
any appropriation of the General Fund at the end of the fiscal year lapses immediately. Appropriations, other 
than in the General Fund, are continuing accounts for which the Legislature has authorized that an unspent 
balance from the prior year be carried forward and made available for current spending. In addition, for 
budgetary purposes, revenue is recorded when cash is received. 
During any fiscal year in which the resources available to the Commonwealth are insufficient to cover the 
appropriations approved for such year, the Governor may take administrative measures to reduce expenses 
and submit to both houses of the Legislature a detailed report of any adjustment necessary to balance the 
budget, or make recommendations to the Legislature for new taxes or authorize borrowings under provisions 
of existing legislation or take any other necessary action to meet the estimated deficiency. Any such proposed 
adjustments must give effect to the “priority norms” established by law for the disbursement of public funds 
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in the following order of priority: (i) the payment of the interest on and amortization requirements for public 
debt (Commonwealth general obligations and guaranteed debt for which the Commonwealth’s guarantee 
has been exercised); (ii) the fulfillment of obligations arising out of legally binding contracts, court decisions 
on eminent domain, and other unavoidable obligations to protect the name, credit, and full faith of the 
Commonwealth; (iii) current expenditures in the areas of health, protection of persons and property, 
education, welfare, and retirement systems; and (iv) all other purposes. 
In addition, the Legislature may direct that certain revenue be retained and made available for spending 
within a specific appropriation account. Generally, expenditures may not exceed the level of spending 
authorized for an individual department. However, the Commonwealth is statutorily required to pay debt 
service, regardless of whether such amounts are appropriated. Appropriations are enacted for certain 
departments, agencies, and government units included in the General Fund. 
For these funds, a schedule of revenue and expenditures – budget and actual budgetary basis – General 
Fund is included. Appropriations for capital projects are made for each bond issue and the authorization 
continues for the expected construction period. 
The PROMB has the responsibility to ensure that budgetary spending control is maintained on an individual 
department basis. The PROMB may transfer part or all of any unencumbered balance within a department 
to another department subject to legislative approval. Budgetary control is exercised through the Puerto Rico 
Integrated Financial Accounting System (PRIFAS). PRIFAS ensures that encumbrances or expenditures are 
not processed if they exceed the department’s total available spending authorization, which is considered its 
budget. The legal level of budgetary control is at the individual department level for General Fund 
expenditures, principal and interest due for the year for the debt service fund, and by bond authorization for 
capital expenditures. 
Notwithstanding the foregoing, the enactment of PROMESA (as discussed in Note 3) created an Oversight 
Board with the power to review and approve budgets for the Commonwealth and its instrumentalities. Under 
PROMESA, a fiscal plan for each covered entity must be certified by the Oversight Board before the 
Commonwealth can propose any fiscal year budgets. All budgets proposed after the enactment of PROMESA 
must be certified by the Oversight Board as being consistent with the applicable certified fiscal plan. For 
additional information on the budget certification process under PROMESA, refer to Note 3. 

 Statutory (Budgetary) Accounting 
The Commonwealth’s budget is adopted in accordance with a statutory basis of accounting, which is not in 
accordance with U.S. GAAP. Revenue is generally recognized when cash is received. Income tax revenues 
are reduced for the amount of income tax refunds paid during the year and claimed but unpaid at year end. 
Short-term- and long-term- borrowings may be used to finance budgetary excess of expenditures over 
revenue. Expenditures are generally recorded when the related expenditure is incurred or encumbered. 
Encumbrances generally lapse the year following the end of the fiscal year when the encumbrance was 
established, as established by Act No. 123-2001. Unencumbered appropriations lapse at year-end. Amounts 
required for settling claims and judgments against the Commonwealth and certain other liabilities are not 
recognized until they are encumbered or otherwise processed for payment. 
Under the statutory basis of accounting, the Commonwealth uses encumbrance accounting to record the full 
amount of purchase orders, contracts, and other commitments of appropriated resources as deductions from 
the appropriation prior to actual expenditure. In the governmental funds, encumbrance accounting is a 
significant aspect of budgetary control. 
The schedule of revenue and expenditures – budget and actual – budgetary basis – General Fund only 
presents the information for the General Fund for which there is a legally adopted budget, as required by 
U.S. GAAP. For a reconciliation of the statement of revenue and expenditures – budget and actual – 
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budgetary basis – General Fund with the statement of revenue, expenditures, and changes in fund balances 
(deficit) for the General Fund, refer to Note 6 to Required Supplemental Information. The Special Revenue 
Funds do not have a legally mandated budget.  

 Budget/U.S. GAAP Reconciliation 
Because accounting principles applied for purposes of developing data on a budgetary basis differ 
significantly from those used to present financial statements in conformity with U.S. GAAP, a reconciliation 
of entity, timing, and basis differences in the excess (deficiency) of revenue and other financing sources over 
expenditures and other financing uses for the year ended June 30, 2017 is presented below for the General 
Fund (in thousands): 

 
See accompanying independent auditors’ report. 

Excess of revenue and other financing sources under expenditures and
other financing uses – budgetary basis $ 550,997  

Entity differences–excess of revenues and other financing sources over
expenditures and other financing uses for:

Nonbudgeted funds 580,391  
Inclusion of agencies with independent treasuries (7,834)  

Timing differences:
Adjustment for encumbrances 379,440  
Current year expenditures against prior year encumbrances (208,925)  

Basis of accounting differences:
Revenue accrual adjustment (27,239)  
Expenditures accrual adjustments 199,136  

Excess of revenue and other financing sources over

expenditures and other financing uses – U.S. GAAP basis $ 1,465,966  
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The General Fund is the primary operating fund of the Commonwealth. The General Fund is used to account for 
and report all financial resources received and used for those services traditionally provided by a government, 
which are not required legally or by sound financial management to be accounted for in another fund. Included 
are transactions for services such as general government, public safety, health, public housing and welfare, 
education, and economic development. Following is the supplemental schedule of expenditures – budget and 
actual – General Fund (budgetary basis). 
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Original Amended
budget budget Actual

Expenditures – Current:
General government:

Senate of Puerto Rico $ 40,382  40,932  40,932  
House of Representatives of Puerto Rico 47,539  46,479  46,479  
Comptroller’s Office 39,690  37,359  37,359  
Governor’s Office 20,343  19,409  15,524  
Office of Management and Budget (1) 793,501  188,312  177,481  
Planning Board 10,230  8,789  8,236  
Department of State 3,813  5,477  2,999  
Department of the Treasury (1) 1,627,538  2,616,234  2,405,074  
Office of the Administration and Transformation of Human Resources 3,066  2,977  2,984  
Commonwealth Elections Commission 30,623  33,819  30,775  
Federal Affairs Administration 3,322  3,663  3,239  
General Services Administration —  —  3,581  
Municipal Complaints Hearing Commission 2,420  1,384  1,265  
Civil Rights Commission 1,014  982  784  
Office of the Citizen’s Ombudsman 3,853  3,853  3,272  
Government Ethics Board 9,278  9,278  9,278  
Legislative Affairs Office 10,475  10,475  10,475  
Office of the Superintendent of the Capitol 15,148  15,148  15,148  
Comptroller’s Special Reports Joint Commission 1,310  760  707  
Legislative Donation Commission 20,000  21,060  21,033  
Corporation “Enlace” Caño Martín Peña 11,075  10,941  10,941  
Puerto Rico Statistics Institute 2,067  2,045  2,045  
Permits Management Office 7,649  7,649  6,022  
Permits Inspector General Office 4,000  —  —  
Financial Oversight and Management Board for Puerto Rico 60,000  60,000  64,000  
Public Buildings Authority 90,200  69,811  69,840  
Office of Elections Comptroller 3,225  2,913  2,726  
Appellative Board of the Personnel System Administration 2,975  2,765  2,622  

Total general government 2,864,736  3,222,514  2,994,821  

Public safety:
Puerto Rico General Court of Justice 322,131  292,930  291,571  
Civil Defense 8,040  124,243  123,705  
Commission of Investigation, Processing and Appeals Board 414  376  321  
Department of Justice 112,821  100,175  91,844  
Puerto Rico Police Department 756,510  731,921  685,759  
Puerto Rico Firefighters Corps 66,103  57,723  55,031  
Puerto Rico National Guard 11,096  10,699  9,734  
Public Service Commission 4,188  3,887  3,827  
Consumer Affairs Department 6,030  5,921  5,572  
Natural Resources Administration 31,566  26,975  26,930  
Office of the Model Forest 223  223  223  
Department of Correction and Rehabilitation 397,119  366,559  358,303  
Parole Board 2,263  2,240  1,876  
Forensic Sciences Institute 15,939  17,953  17,953  
Special Prosecutor Panel 2,743  2,683  2,692  
Correctional Health 64,516  62,162  60,739  
Medical Emergencies Service 19,770  18,536  18,368  

Total public safety 1,821,472  1,825,206  1,754,448  
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Health:
Environmental Quality Board $ 10,039  14,517  10,441  
Department of Health 431,555  298,706  274,362  
Puerto Rico Medical Services Administration 67,800  71,888  71,888  
Mental Health and Drug Addiction Services Administration 110,544  86,048  75,886  
Puerto Rico Solid Waste Authority 3,977  3,874  3,874  
Puerto Rico Health Insurance Administration 791,583  636,694  560,543  
University of Puerto Rico Comprehensive Cancer Center 23,000  23,000  23,000  

1,438,498  1,134,727  1,019,994  

Public housing and welfare:
Puerto Rico Office for Socioeconomic and Community Development 3,170  2,893  2,281  
Department of Labor and Human Resources 9,362  13,542  9,692  
Labor Relations Board 781  661  663  
Department of Housing 13,062  13,566  11,907  
Department of Recreation and Sports 37,315  32,421  28,867  
Administration for the Horse Racing Sport and Industry 1,614  1,708  1,672  
Women’s Affairs Commission 3,611  3,004  1,700  
Public Housing Administration 405  405  —  
Office of the Veteran‘s Ombudsman 2,467  2,338  2,120  
Department of Family 26,395  24,877  21,447  
Family and Children Administration 187,218  177,168  150,255  
Minors Support Administration 10,788  12,197  8,876  
Vocational Rehabilitation Administration 15,401  15,095  15,111  
Social Economic Development Administration 65,120  59,128  53,092  
Office of the Disabled Persons Ombudsman 1,458  1,290  1,189  
Office for Elderly Affairs 2,635  2,557  3,242  
Company for the Integral Development of the Península de Cantera 433  433  433  
Patient Ombudsman 2,049  1,838  1,649  
Administration for the Care and Development of the Childhood 51,127  10,476  4,477  

434,411  375,597  318,673  

Education:
Department of Education 1,674,924  1,521,784  1,557,318  
Institute of Puerto Rican Culture 11,758  11,093  10,385  
Puerto Rico School of Plastics Arts 1,956  1,956  1,956  
State Office for Historic Preservation 1,162  1,087  1,302  
University of Puerto Rico 678,321  678,321  678,321  
Musical Arts Corporation 6,696  6,453  6,453  
Fine Arts Center Corporation 3,110  3,110  3,110  
Puerto Rico Public Broadcasting Corporation 8,915  8,190  8,190  
Puerto Rico Conservatory of Music Corporation 5,072  4,815  4,815  
Puerto Rico Council on Education 9,237  9,036  9,036  

2,401,151  2,245,845  2,280,886  
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Economic development:
Department of Transportation and Public Works $ 54,053  113,309  112,392  
Department of Natural and Environmental Resources 6,329  9,144  9,372  
Department of Agriculture 25,693  25,735  29,798  
Cooperative Enterprises Development Administration 2,033  1,822  1,480  
Department of Economic Development and Commerce 2,781  2,624  2,624  
Agricultural Enterprises Development Administration 94,074  71,398  69,283  
Energy Affairs Administration 810  870  783  
Puerto Rico Trade and Export Company 690  690  690  
Puerto Rico Infrastructure Financing Authority 3,600  25,692  3,603  
Puerto Rico Housing Finance Authority 9,900  9,337  9,337  
Puerto Rico Integrated Transportation Authority 36,317  20,499  20,499  
Puero Rico Diabetes Center 450  450  450  
Puerto Rico Acueduct and Sewer Authority —  55,955  55,875  
Puerto Rico Fiscal Agency and Financial Advisory Authority 90,000  89,790  89,790  
Puerto Rico Public Partnership Authority 52,381  16,381  16,381  
Culebra Conservation and Development Authority 233  227  227  
Ports of Americas Authority 248  248  248  
Local Redevelopment Authority of the Lands and Facilities of Naval Station Roosevelt Roads 890  890  890  
Puero Rico Highway and Transportation Authority 1,000  —  —  
Puerto Rico Maritime Transportation Authority —  15,800  —  

Total economic development 381,482  460,861  423,722  

Intergovernmental – Municipal Services Administration 220,730   297,730   298,950   

Total expenditures $ 9,562,480  9,562,480  9,091,494  

(1) As a department and a fiscal agent.

See accompanying independent auditors’ report.
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Special Revenue Funds 
Special revenue funds are used to account for and report the proceeds of specific revenue sources that are 
restricted or committed to expenditure for specified purposes other than debt service or capital projects. Other 
resources (investment earnings and transfers from other funds, for example) also may be reported in the fund if 
those resources are restricted, committed, or assigned to the specified purpose of the fund. 

 Public Buildings Authority Special Revenue Fund 
The operating fund of the Public Buildings Authority, a blended component unit, used to account for the 
operation, maintenance, equipment replacement, and other extraordinary operation and maintenance costs 
of the buildings and facilities that, when constructed, are leased to the Commonwealth’s Primary Government 
agencies. 

 Puerto Rico Fiscal Agency and Finance Advisory Authority’s Special Revenue Fund 
The special revenue fund of the Puerto Rico Fiscal Agency and Finance Advisory Authority, a blended 
component unit, is used to account for the moneys received from the Commonwealth for the purpose of 
overseeing compliance with the certified budget and fiscal plan pursuant to the PROMESA Act of 2016; revise 
matters including, but not limited to, agreements, transactions, and regulations of the agencies and 
instrumentalities of the Commonwealth; enter into a creditors’ agreement, and/or renegotiate or restructure 
the public debt, in whole or in part, or any other debt issued by any Government body. 

 Puerto Rico Infrastructure Financing Authority’s Special Revenue Fund 
The special revenue fund of the Puerto Rico Infrastructure Financing Authority, a blended component unit, is 
used to account principally for the moneys received by the Commonwealth, up to $117 million, of certain 
federal excise taxes levied on rum and other articles produced in Puerto Rico and sold in the United States, 
which are collected by the U.S. Treasury and returned to the Commonwealth. Under Act No. 44-1988, as 
amended, the Commonwealth conditionally allocates to this fund the first $117 million of these federal excise 
taxes reimbursed, which are subsequently transferred to the Puerto Rico Infrastructure Financing Authority’s 
Debt Service Fund to provide for the debt service of its special tax revenue bonds.  

 Ponce Authority’s Special Revenue Fund 
The special revenue fund of Ponce Authority, a blended component unit, is used to account for its remaining 
legal and certain other administrative requirements resulting after the transfer of all rights and duties to Ponce 
Ports Authority. The main purpose of the Ponce Authority was the planning, development and construction 
of a large-scale container terminal in the city of Ponce, Puerto Rico. 

 Special Communities Perpetual Trust’s Special Revenue Fund 
The special revenue fund of the Special Communities Perpetual Trust, a blended component unit, is used to 
account for the moneys received from the Governmental Development Bank, through a line of credit financing 
and cash contributions, upon inception of the Special Communities Perpetual Trust. The financial resources 
received by this fund are used to carry out development projects that address the infrastructure and housing 
needs of certain under privileged communities. 

 Puerto Rico System of Annuities and Pension for Teachers 
The special revenue fund of the Puerto Rico System of Annuities and Pension for Teachers, a blended 
component unit, is used to account for the unliquidated assets that are pending to be transferred to the 
Commonwealth's General Fund. 
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 Retirement System of the Judiciary of the Commonwealth of Puerto Rico 
The special revenue fund of the Retirement System of the Judiciary of the Commonwealth of Puerto Rico, a 
blended component unit, is used to account for the unliquidated assets that are pending to be transferred to 
the Commonwealth's General Fund. 

 The Children’s Trust Special Revenue Fund 
The special revenue fund of the Children’s Trust, a blended component unit, is used to account for the money 
received by the Commonwealth from a global settlement agreement dated November 23, 1998 between 
certain tobacco companies and certain states, territories, and other jurisdictions of the United State of 
America, including the Commonwealth. The financial resources received by this fund are used to carry out 
projects aimed at promoting the well-being of children and youth of Puerto Rico. 

 University of Puerto Rico Comprehensive Cancer Center’s Special Revenue Fund 
The special revenue fund of the University of Puerto Rico Comprehensive Cancer Center, a blended 
component unit, is used to account for the moneys received from the Commonwealth and certain other grants 
from both the private sector and the Federal government, to execute public policy related to the prevention, 
orientation, investigation and treatment of cancer in Puerto Rico.  

Debt Service Funds 
The debt service funds are used to account for and report financial resources that are restricted, committed, or 
assigned to expenditure for principal and interest, and related costs other than bonds payable from operations of 
proprietary fund types, pension trust funds, and discretely presented component units. Long-term debt and 
interest due on July 1 of the following year are accounted for as a fund liability if resources are available as of 
June 30 for its payment. 

 Public Buildings Authority Debt Service Fund 
A blended component unit engaged in the construction and/or acquisition of building facilities for lease mainly 
to the Primary Government agencies. Its debt service fund is used to account for the financial resources that 
are restricted, committed, or assigned to expenditure for the payment of revenue bonds and other liabilities 
incurred to finance the construction of the buildings and facilities. 

 Puerto Rico Infrastructure Financing Authority’s Debt Service Fund 
The debt service fund of the Puerto Rico Infrastructure Financing Authority accounts for the financial 
resources that are restricted to expenditure for the payment of interest and principal on its special tax revenue 
bonds. These resources are received from operating transfers from the Puerto Rico Infrastructure Financing 
Authority Special Revenue Fund. 

 Puerto Rico Maritime Shipping Authority Debt Service Fund 
This is the remainder of a former shipping company owned by the Commonwealth. Its debt service fund is 
used to account for the financial resources that are restricted for the payment of the long-term- liability that 
resulted from the sale of its marine operations. This fund is mainly subsidized by appropriations and operating 
transfers from the General Fund. 
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 The Children’s Trust Debt Service Fund 
The debt service fund of The Children’s Trust accounts for the financial resources that are restricted, 
committed, or assigned to expenditure for the payment of interest and principal on long-term- obligations 
financed with moneys to be received by the Commonwealth from the global settlement agreement signed by 
certain tobacco companies. 

Capital Projects Funds 
Capital project funds are used to account for and report financial resources that are restricted, committed, or 
assigned to expenditure for capital outlays, including the acquisition or construction of capital facilities and other 
capital assets not being financed by the Public Buildings Authority’s Capital Projects Fund, the Puerto Rico 
Infrastructure Financing Authority’s Capital Project Fund, proprietary fund types, pension trust funds, and 
discretely presented component units. 

 Commonwealth of Puerto Rico Capital Project Fund 
These funds present the activities of the capital improvements program of the Commonwealth, financed with 
the proceeds of the general obligation bonds. 

 Public Buildings Authority’s Capital Projects Fund 
The Public Buildings Authority’s capital projects fund is used to account for and report financial resources 
that are restricted, committed, or assigned to expenditure for capital outlays, including the acquisition or 
construction of capital facilities and other capital assets not financed by proprietary fund types, pension trust 
funds, and discretely presented component units. 

 Puerto Rico Infrastructure Financing Authority’s Capital Projects Fund 
The Puerto Rico Infrastructure Financing Authority’s capital projects fund is used to account for and report 
financial resources that are restricted, committed, or assigned for the acquisition or construction of capital 
assets and capital improvements, not financed by proprietary fund types, pension trust funds, and discretely 
presented component units. 
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COMMONWEALTH OF PUERTO RICO

Combining Balance Sheet – Nonmajor Governmental Funds

June 30, 2018

(In thousands)

Special Revenue
Puerto Rico Puerto Rico Puerto Rico Retirement System Special University of

Public Fiscal Agency Infrastructure Systems of Annuities of the Judiciary Communities Puerto Rico
Buildings and Financial Financing Ponce and Pensions of the Commonwealth Perpetual The Children’s Comprehensive
Authority  Advisory Authority Authority Authority for Teachers of Puerto Rico Trust Trust Cancer Center

Assets:
Cash and cash equivalents in commercial banks $ 39,022  36,930  7,868  253  113,579  483  —  11,996  24,781  
Cash and cash equivalents in governmental banks —  —  —  —  —  —  —  68  —  
Investments —  —  —  —  2,089  —  —  —  —  
Receivables – net:

Intergovernmental —  —  —  —  —  —  —  —  1,079  
Accounts —  —  846  —  —  —  —  —  1,350  
Loans —  —  —  —  253,440  435  —  —  —  
Accrued interest —  —  —  —  28  18  —  1  —  
Other 20,231  33  42  —  8,206  62  —  —  35  

Due from:
Other funds —  —  —  20  —  —  —  —  —  
Component units —  1,293  —  —  —  —  —  —  —  
Other governmental entities —  —  —  —  —  —  915  —  —  

Other assets 1,329  —  —  —  —  —  —  —  127  
Restricted assets:

Cash and cash equivalents in commercial banks —  —  —  —  —  35,668  367  —  2,766  
Cash and cash equivalents in governmental banks —  —  —  —  —  —  —  —  208  
Cash equivalents in PRGITF —  —  —  —  —  —  —  —  —  
Investments —  —  —  —  —  —  —  —  —  
Due from other funds —  —  161,342  —  —  —  —  —  —  
Due from other governmental entities —  —  —  —  —  —  —  —  —  
Other —  —  —  —  —  —  4  —  —  

Real estate held for sale or future development —  —  —  —  —  —  —  —  —  

Total assets $ 60,582  38,256  170,098  273  377,342  36,666  1,286  12,065  30,346  

Liabilities, deferred outflow of resources, and fund
balances (deficit):

Accounts payable and accrued liabilities $ 31,932  21,770  2,293  451  15,124  —  20,553  955  3,698  
Due to:

Other funds —  —  —  4,022  —  —  —  —  —  
Component units —  —  4,556  —  —  —  —  —  3,569  
Other governmental entities 4,588  337  —  28  —  77  147  —  —  

Interest payable 15,263  —  10,244  —  —  —  —  —  —  
Unearned revenue 951  —  —  —  —  —  —  —  —  
Notes payable to GDB 64,719  —  44,557  1,700  —  —  —  —  —  
Commonwealth appropriation bonds —  —  —  —  —  —  —  —  —  
General obligation and revenue bonds —  —  —  —  —  —  —  —  —  
Compensated absences —  —  —  —  —  —  —  —  620  
Other liabilities 5,052  —  —  —  —  —  —  —  —  

Total liabilities 122,505  22,107  61,650  6,201  15,124  77  20,700  955  7,887  

Deferred inflow of resources:
Global tobacco settlement agreement —  —  —  —  —  —  —  —  —  

Total deferred inflow of resources —  —  —  —  —  —  —  —  —  

Fund balances:
Nonspendable —  —  —  —  —  —  —  —  127  
Restricted for:

Education —  —  —  —  362,218  —  —  —  —  
Public Safety —  —  —  —  —  36,589  —  —  —  
Debt service —  —  —  —  —  —  —  —  —  
Capital projects —  —  108,448  —  —  —  —  —  —  

Committed to:
Public housing and welfare —  —  —  —  —  —  —  11,997  —  
Capital projects —  —  —  —  —  —  —  —  —  

Assigned to:
Public housing and welfare —  —  —  —  —  —  —  —  —  
Capital projects —  —  —  —  —  —  —  —  —  
General Government —  16,149  —  —  —  —  —  —  —  
Health —  —  —  —  —  —  —  —  22,332  

Unassigned (deficit) (61,923) —  —  (5,928) —  —  (19,414) (887) —  

Total fund balances (deficit) (61,923) 16,149  108,448  (5,928) 362,218  36,589  (19,414) 11,110  22,459  

Total liabilities, deferred inflow of resources, and
fund balances (deficit) $ 60,582  38,256  170,098  273  377,342  36,666  1,286  12,065  30,346  

See accompanying independent auditors’ report.
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COMMONWEALTH OF PUERTO RICO

Combining Balance Sheet – Nonmajor Governmental Funds

June 30, 2018

(In thousands)

Debt Service Capital Projects
Puerto Rico Puerto Rico Puerto Rico Total

Public Infrastructure Maritime Public Infrastructure Nonmajor
The Children’s Buildings Financing Shipping Commonwealth Buildings Financing Governmental

Trust Authority Authority Authority of Puerto Rico Authority Authority Eliminations Funds

Assets:
Cash and cash equivalents in commercial banks $ —  —  —  —  —  —  —  —  234,912  
Cash and cash equivalents in governmental banks —  —  —  —  —  —  —  —  68  
Investments —  —  —  —  —  —  —  —  2,089  
Receivables – net:

Intergovernmental —  —  —  —  —  —  382  —  1,461  
Accounts —  —  —  —  710  —  —  —  2,906  
Loans —  —  —  —  —  —  —  —  253,875  
Accrued interest —  —  —  —  —  —  —  —  47  
Other 36,857  —  —  —  —  —  —  —  65,466  

Due from:
Other funds —  —  —  —  113  —  —  —  133  
Component units —  —  —  —  —  —  —  —  1,293  
Other governmental entities —  —  —  —  —  —  —  —  915  

Other assets —  —  —  —  —  —  —  —  1,456  
Restricted assets:

Cash and cash equivalents in commercial banks —  20  152  —  54,100  21,397  75,752  —  190,222  
Cash and cash equivalents in governmental banks —  —  —  —  —  —  —  —  208  
Cash equivalents in PRGITF —  —  —  —  —  —  —  —  —  
Investments 108,099  —  —  —  —  —  —  —  108,099  
Due from other funds —  —  3,073  —  —  —  3,412  —  167,827  
Due from other governmental entities —  —  —  —  —  —  19,248  —  19,248  
Other 481  —  —  —  —  —  35  —  520  

Real estate held for sale or future development —  —  —  —  1,854  —  —  —  1,854  

Total assets $ 145,437  20  3,225  —  56,777  21,397  98,829  —  1,052,599  

Liabilities, deferred outflow of resources, and fund
balances (deficit):

Accounts payable and accrued liabilities $ —  —  —  54  4,353  10,024  34,391  —  145,598  
Due to:

Other funds —  —  —  —  —  —  45,549  —  49,571  
Component units —  —  —  —  —  —  —  —  8,125  
Other governmental entities —  —  —  —  1  11  3,747  —  8,936  

Interest payable —  278,746  190,432  20,512  —  —  —  —  515,197  
Unearned revenue —  —  —  —  —  —  —  —  951  
Notes payable to GDB —  —  —  —  —  —  —  —  110,976  
Commonwealth appropriation bonds —  —  281  —  —  —  —  —  281  
General obligation and revenue bonds —  112,713  163,250  —  —  —  —  —  275,963  
Compensated absences —  —  —  —  —  —  —  —  620  
Other liabilities —  —  —  —  —  —  —  —  5,052  

Total liabilities —  391,459  353,963  20,566  4,354  10,035  83,687  —  1,121,270  

Deferred inflow of resources:
Global tobacco settlement agreement 36,857  —  —  —  —  —  —  —  36,857  

Total deferred inflow of resources 36,857  —  —  —  —  —  —  —  36,857  

Fund balances:
Nonspendable —  —  —  —  —  —  —  —  127  
Restricted for:

Education —  —  —  —  —  —  —  —  362,218  
Public safety —  —  —  —  —  —  —  —  36,589  
Debt service 108,580  —  —  —  —  —  —  —  108,580  
Capital projects —  —  —  —  52,423  11,362  15,142  —  187,375  

Committed to:
Public housing and welfare —  —  —  —  —  —  —  —  11,997  
Capital projects —  —  —  —  —  —  —  —  —  

Assigned to:
Capital projects —  —  —  —  —  —  —  —  —  
General Government —  —  —  —  —  —  —  —  16,149  
Health —  —  —  —  —  —  —  —  22,332  

Unassigned (deficit) —  (391,439) (350,738) (20,566) —  —  —  —  (850,895) 

Total fund balances (deficit) 108,580  (391,439) (350,738) (20,566) 52,423  11,362  15,142  —  (105,528) 

Total liabilities, deferred inflow of resources, and
fund balances (deficit) $ 145,437  20  3,225  —  56,777  21,397  98,829  —  1,052,599  

See accompanying independent auditors’ report.
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COMMONWEALTH OF PUERTO RICO

Combining Statement of Revenue, Expenditures, and Changes in Fund Balances – Nonmajor Governmental Funds

Year ended June 30, 2018

(In thousands)

Special Revenue
Puerto Rico Puerto Rico Puerto Rico Retirement System Special University of

Public Fiscal Agency Infrastructure Systems of Annuities of the Judiciary Communities Puerto Rico
Buildings and Financial Financing Ponce and Pensions of the Commonwealth Perpetual The Children’s Comprehensive
Authority  Advisory Authority Authority Authority for Teachers of Puerto Rico Trust Trust Cancer Center

Revenue:
Intergovernmental $ 10,437  —  —  —  —  —  —  —  2,252  
Interest and investment earnings 97  114  32  —  —  1,244  —  120  75  
Other 30  823  7,721  —  23,716  73  32  —  3,977  

Total revenue 10,564  937  7,753  —  23,716  1,317  32  120  6,304  

Expenditures:
Current:

General government 127,065  78,868  1,612  —  —  —  —  17  —  
Public safety —  —  —  —  —  1,563  —  —  —  
Health —  —  —  —  —  —  —  555  19,763  
Public housing and welfare —  —  —  —  —  —  (189) —  —  
Education —  —  61  —  44,361  —  —  —  —  
Economic development —  —  —  21  —  —  —  —  —  
Intergovernmental —  —  —  —  —  —  —  —  —  
Capital outlays —  365  399  —  1,933  —  —  —  2,440  
Debt service:

Principal 64,719  —  —  —  —  —  —  —  —  
Interest and other 15,263  —  7,706  —  —  —  —  —  —  

Total expenditures 207,047  79,233  9,778  21  46,294  1,563  (189) 572  22,203  

Excess (deficiency) of revenue
over (under) expenditures (196,483) (78,296) (2,025) (21) (22,578) (246) 221  (452) (15,899) 

Other financing sources (uses):
Transfers in 117,435  89,790  13,702  248  69,278  10,009  103  —  23,000  
Transfers out (18,633) —  (4,556) —  (200,000) —  —  (53) —  

Total other financing sources 98,802  89,790  9,146  248  (130,722) 10,009  103  (53) 23,000  

Net change in fund balances (97,681) 11,494  7,121  227  (153,300) 9,763  324  (505) 7,101  

Fund balances (deficit) – beginning of year
as restated (note 4 to financial statements) 35,758  4,655  101,327  (6,155) 515,518  26,826  (19,738) 11,615  15,358  

Fund balances (deficit) – end of year $ (61,923) 16,149  108,448  (5,928) 362,218  36,589  (19,414) 11,110  22,459  

See accompanying independent auditors’ report.
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COMMONWEALTH OF PUERTO RICO

Combining Statement of Revenue, Expenditures, and Changes in Fund Balances – Nonmajor Governmental Funds

Year ended June 30, 2018

(In thousands)

Debt Service Capital Projects
Puerto Rico Puerto Rico Puerto Rico Total

Public Infrastructure Maritime Public Infrastructure Nonmajor
The Children’s Buildings Financing Shipping Commonwealth Buildings Financing Governmental

Trust Authority Authority Authority of Puerto Rico Authority Authority Eliminations Funds

Revenue:
Intergovernmental $ —  36,194  —  —  —  —  —  —  48,883  
Interest and investment earnings 3,658  —  30  1  —  —  440  —  5,811  
Other —  —  —  —  —  —  —  —  36,372  

Total revenue 3,658  36,194  30  1  —  —  440  —  91,066  

Expenditures:
Current:

General government —  —  3  —  842  —  129  —  208,536  
Public safety —  —  —  —  —  —  —  —  1,563  
Health —  —  —  —  —  —  —  —  20,318  
Public housing and welfare —  —  —  —  —  —  50  —  (139) 
Education —  —  —  —  —  —  329  —  44,751  
Economic development —  —  —  56  —  —  726  —  803  
Intergovernmental —  —  —  —  —  —  —  —  —  
Capital outlays —  —  —  —  1,462  —  256  —  6,855  
Debt service:

Principal 36,445  90,905  44,371  —  —  —  —  —  236,440  
Interest and other 45,397  227,136  78,124  6,837  —  —  —  —  380,463  

Total expenditures 81,842  318,041  122,498  6,893  2,304  —  1,490  —  899,590  

Excess (deficiency) of revenue
over (under) expenditures (78,184) (281,847) (122,468) (6,892) (2,304) —  (1,050) —  (808,524) 

Other financing sources (uses):
Transfers in 77,383  15,132  3  —  1,462  3,501  5,121  (26,732) 399,435  
Transfers out —  —  (2) —  —  —  (3,488) 26,732  (200,000) 

Total other financing sources 77,383  15,132  1  —  1,462  3,501  1,633  —  199,435  

Net change in fund balances (801) (266,715) (122,467) (6,892) (842) 3,501  583  —  (609,089) 

Fund balances (deficit) – beginning of year
as restated (note 4 to financial statements) 109,381  (124,724) (228,271) (13,674) 53,265  7,861  14,559  —  503,561  

Fund balances (deficit) – end of year $ 108,580  (391,439) (350,738) (20,566) 52,423  11,362  15,142  —  (105,528) 

See accompanying independent auditors’ report.
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Proprietary funds are used to account for operations that are financed and operated in a manner similar to private 
business enterprises where the intent of the government is that the costs of providing goods or services to the 
general public on a continuing basis be financed or recovered primarily through user charges. 
Bureau of Emergency Services 9-1-1 
This fund was created by Act No. 144-1994. The Bureau of Emergency Services 9-1-1 is responsible for providing 
an efficient service of fast response to emergency calls through the 9-1-1 number and transferring these to the 
appropriate response agencies. 
Disability Insurance 
This fund was created by Act No. 139-1968. It is used to account for disability benefits to remedy temporarily the 
loss of income as a result of disability caused by sickness or accident unrelated to employment. 
Drivers’ Insurance 
This fund was created by Act No. 428-1950. It is used to account for contributions made by the drivers and their 
employers to provide a social security plan for the benefit of the drivers in Puerto Rico. The plan also includes 
payment of benefits for health and life insurance. 
Lotteries Fund 
This fund accounts for the assets and operations of the two lottery systems administered by the Commonwealth. 
Ponce Ports Authority 
This fund was created by Act No. 240-2011. It is used to account for the development of the container terminal 
formerly undertaken by Ponce Authority and handle such facilities future operations. 
Puerto Rico Safe Drinking Water Treatment Revolving Loan Fund 
This fund was created by Act No. 32-1997. It is administered, pursuant to Act No. 9-1970, as amended, by the 
PRDOH. Pursuant to such act, the PRDOH, on behalf of the Commonwealth, is authorized to enter into operating 
and capitalization grant agreements with the EPA for lending activities. 
Puerto Rico Water Pollution Control Revolving Fund 
This fund, administered by the EQB, is authorized to enter into operating agreements and capitalization grant 
agreements with the EPA, mostly for water infrastructure projects, under a joint cooperation agreement between 
the EQB, PRIFA, PRASA, and the FAFAA, where each entity has agreed to assume their corresponding 
responsibilities. 
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COMMONWEALTH OF PUERTO RICO

Combining Statement of Net Position – Nonmajor Proprietary Funds

June 30, 2018

(In thousands)

Business-Type Activities – Nonmajor Enterprise Funds
Puerto Rico

Safe Drinking
Bureau of Water Puerto Rico

Emergency Ponce Treatment Water Pollution
Services Disability Drivers’ Ports Revolving Control

9-1-1 Insurance Insurance Lotteries Authority Loan Fund Revolving Fund Total

Assets:
Current assets:

Cash and cash equivalents in commercial banks $ —  50,162  10,549  143,332  201  —  —  204,244  
Receivables - net:

Insurance premiums —  3,195  1,104  —  —  —  —  4,299  
Accounts 1,225  —  —  5,239  12  —  —  6,476  
Accrued interest —  57  —  —  —  —  —  57  
Other 56  160  —  —  —  —  —  216  
Due from other funds —  —  —  —  4,022  —  —  4,022  

Other assets 29  —  —  —  —  —  —  29  
Restricted assets:

Cash and cash equivalents in commercial banks 13,914  1,264  2,182  —  —  2,887  8,462  28,709  
Cash and cash equivalents in governmental banks 19  —  —  —  —  —    —    19  
Other assets —  —  —  —  —  —  278  278  
Loans from component units —  —  —  —  —  3,611  7,222  10,833  

Total current assets 15,243  54,838  13,835  148,571  4,235  6,498  15,962  259,182  

Noncurrent assets:
Receivables - net:

Loans from component units – restricted —  —  —  —  —  142,467  303,378  445,845  
Due from other funds —  —  7,086  8,064  —  —  —  15,150  

Restricted investments —  26,818  —  —  —  —  —  26,818  
Other restricted assets —  —  —  17,762  —  —  353  18,115  
Land and other nondepreciable assets 490  —  —  —  28,643  —  —  29,133  
Depreciable assets 5,272  —  —  437  —  —  —  5,709  

Total assets 21,005  81,656  20,921  174,834  32,878  148,965  319,693  799,952  

Deferred outflows of resources:
Other postemployment benefits related —  —  —  143  —  —  —  143  
Pension related 15,968  —  —  14,052  —  —  —  30,020  

Total deferred outflows of resources 15,968  —  —  14,195  —  —  —  30,163  

Liabilities and net position:
Current liabilities:

Accounts payable and accrued liabilities 2,477  922  278  8,183  77  145  414  12,496  
Due to other governmental entities 5,295  1  8  —  —  —  —  5,304  
Interest payable —  —  —  —  5,366  —  —  5,366  
Unearned revenue —  1,673  12  8,353  —  —  —  10,038  
Compensated absences —  185  63  68  —  —  —  316  
Obligation for unpaid lottery prizes —  —  —  91,612  —  —  —  91,612  
Voluntary termination benefits payable —  —  —  423  —  —  —  423  
Liability for insurance benefits —  444  129  —  —  —  —  573  
Total other postemployment benefits liability —    —    —    143  —    —    —    143  

Total current liabilities 7,772  3,225  490  108,782  5,443  145  414  126,271  

Noncurrent liabilities:
Notes payable to component units —  —  —  —  20,863  —  —  20,863  
Compensated absences 969  277  94  812  —  —  —  2,152  
Obligation for unpaid lottery prizes —  —  —  73,012  —  —  —  73,012  
Voluntary termination benefits payable 128  —  —  1,884  —  —  —  2,012  
Net pension liability 50,769  —  —  48,904  —  —  —  99,673  
Total other postemployment benefits liability —  —  —  1,671  —  —  —  1,671  

Total liabilities 59,638  3,502  584  235,065  26,306  145  414  325,654  

Deferred inflows of resources:
Pension related 963  —  —  5,011  —  —  —  5,974  

Net position:
Net investment in capital assets 5,761  —  —  437  8,218  —  —  14,416  
Restricted for emergency services 6,268  —  —  —  —  —  —  6,268  
Restricted for lending activities —  —  —  —  —  148,820  319,279  468,099  
Restricted for payment of insurance benefits —  27,638  2,052  —  —  —  —  29,690  
Unrestricted (35,657) 50,516  18,285  (51,484) (1,646) —  —  (19,986) 

Total net position $ (23,628) 78,154  20,337  (51,047) 6,572  148,820  319,279  498,487  

See accompanying independent auditors’ report.
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COMMONWEALTH OF PUERTO RICO

Combining Statement of Revenue, Expenses, and Changes in Fund Net Position – Nonmajor Proprietary Funds

Year ended June 30, 2018

(In thousands)

Business-Type Activities – Nonmajor Enterprise Funds
Puerto Rico

Safe Drinking Puerto Rico
Bureau of Water Water

Emergency Ponce Treatment Pollution
Services Disability Drivers’ Ports Revolving Control

9-1-1 Insurance Insurance Lotteries Authority Loan Fund Revolving Fund Total

Operating revenue:
Insurance premiums $ —  18,278  4,118  —  —  —  —  22,396  
Emergency telephone service charges 19,858  —  —  —  —  —  —  19,858  
Lottery ticket sales —  —  —  618,606  —  —  —  618,606  
Interest —  —  —  —  —  9  27  36  
Release of provision for loan losses —  —  —  —  —  2,619  5,465  8,084  
Other —  —  —  50  67  —  —  117  

Total operating revenue 19,858  18,278  4,118  618,656  67  2,628  5,492  669,097  

Operating expenses:
Insurance benefits —  1,212  692  —  —  —  —  1,904  
Lottery ticket sales —  —  —  392,973  —  —  —  392,973  
General, administrative, and other operating

expenses 12,562  10,553  2,089  66,346  785  354  575  93,264  
Impaiment loss on loan receivable —  15,750  —  —    —    —    —    15,750  

Total operating expenses 12,562  27,515  2,781  459,319  785  354  575  503,891  

Operating income (loss) 7,296  (9,237) 1,337  159,337  (718) 2,274  4,917  165,206  

Nonoperating revenue (expenses):
U.S. government grants —  —  —  —  —  520  5,644  6,164  
Contributions to component units —  —  —  —  —  —  (1,004)  (1,004) 
Interest and investment earnings 42  1,248  141  976  —  —  —  2,407  
Interest expense —  —  —  —  (1,497)  —  —  (1,497) 
Other 374  —  —  —  —  —  —  374  

Total nonoperating revenue (expenses) 416  1,248  141  976  (1,497) 520  4,640  6,444  

Income (loss) before transfers 7,712  (7,989) 1,478  160,313  (2,215) 2,794  9,557  171,650  

Transfers from other funds —  —  —  —  —  —  830  830  
Transfers to other funds (7,681) (7,917) —  (140,224) —  —  —  (155,822) 

Net change in net position 31  (15,906) 1,478  20,089  (2,215) 2,794  10,387  16,658  

Net position – beginning of year, as restated
(see note 4 to  financial statement) (23,659) 94,060  18,859  (71,136)  8,787  146,026  308,892  481,829  

Net position – end of year $ (23,628) 78,154  20,337  (51,047) 6,572  148,820  319,279  498,487  

See accompanying independent auditors’ report.
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COMMONWEALTH OF PUERTO RICO

Combining Statement of Cash Flows – Nonmajor Proprietary Funds

Year ended June 30, 2018

(In thousands)

Business-Type Activities – Nonmajor Enterprise Funds
Puerto Rico

Safe Drinking
Bureau of Water Puerto Rico

Emergency Ponce Treatment Water Pollution
Services Disability Drivers’ Ports Revolving Control

9-1-1 Insurance Insurance Lotteries Authority Loan Fund Revolving Fund Total

Cash flows from operating activities:
Receipts from customers and users $ 19,798  18,046  4,022  618,212  —  —  —  660,078  
Other receipts —  —  —  50  30  —  —  80  
Payments to suppliers (2,594) (6,972) (738) (57,972)  (716)  (421)  (496)  (69,909) 
Payments to employees (9,211) (4,329) (1,934) (6,087)  —  —  —  (21,561) 
Payments of lottery prizes —  —  —  (375,966) —  —  —  (375,966) 
Payments of insurance benefits —  (1,312) (664) —  —  —  —  (1,976) 

Net cash provided by (used in) operating activities 7,993  5,433  686  178,237  (686) (421) (496) 190,746  

Cash flows from noncapital financing activities:
U.S. government grants —  —  —  —  —  520  5,502  6,022  
Contributions to component units —  —  —  —  —  —  (1,004) (1,004) 
Transfers from other funds —  —  2,053  —  —  —  830  2,883  
Transfers to other funds (2,487) (7,917) —  (133,725) —  —  —  (144,129) 

Net cash provided by (used in) noncapital financing
activities (2,487) (7,917) 2,053  (133,725) —  520  5,328  (136,228) 

Cash flows from capital and related financing activities:
Transfers from other funds —  —  —  —  —  —  —  —  
Transfers to other funds —  —  —  —  —  —  —  —  
Principal Payment —  —  —  —  —  —  —  —  
Capital expenditures —  —  —  (17)  —  —  —  (17) 

Net cash provided by (used in) by capital and
related financing activities —  —  —  (17) —  —  —  (17) 

Cash flows from investing activities:
Interest collected on deposits, investments, and loans 450  772  141  976  —  9  27  2,375  
Loans originated —  —  —  —  —  —  (1,418)  (1,418) 
Principal collected on loans —  —  —  —  —  333  800  1,133  
Proceeds from sales and maturities of investments —  4,291  —  —  —  —  —  4,291  
Purchases of investments —  (4,374) —  —  —  —  —  (4,374) 

Net cash provided by (used in) investing activities 450  689  141  976  —  342  (591) 2,007  

Net increase (decrease) in cash and cash equivalents 5,956  (1,795) 2,880  45,471  (686) 441  4,241  56,508  

Cash and cash equivalents – beginning of year 7,977  53,221  9,851  97,861  887  2,446  4,221  176,464  

Cash and cash equivalents – end of year $ 13,933  51,426  12,731  143,332  201  2,887  8,462  232,972  

Reconciliation of operating income (loss) to net cash provided
by (used in) operating activities:

Operating income (loss) $ 7,296  (9,237) 1,337  159,337  (718) 2,274  4,917  165,206  

Adjustments to reconcile operating income (loss) to net
cash provided by (used in) operating activities:

Interests earned on deposits, loans, and investments —  —  —  —  —  (9)  (27)  (36) 
Depreciation 308  4  —  155  —  —  —  467  
Provision for bad debt expense 678  —  —  —  —  —  —  678  
Impairment (recovery) loss on loans receivable —  15,750  —  —  —  (2,619) (5,465)  7,666  
Changes in operating assets and liabilities:

Decrease (increase) in accounts receivable (60) (305) (93) (1,304) (37) —  —  (1,799) 
Decrease (increase) in other assets 6  —  —  3,450  —  —  —  3,456  
Decrease (increase) in deferred outflow of resources (615) —  —  2,044  —  —  —  1,429  
Increase (decrease) in accounts payable and

accrued liabilities 512  (252) (182) 2,482  69  (67)  79  2,641  
Increase (decrease) in due to other governmental entities —  —  3  —  —  —  —  3  
Increase (decrease) in unearned revenue —  74  (2) (2,540) —  —  —  (2,468) 
Increase (decrease) in compensated absences 39  (501) (405) (111) —  —  —  (978) 
Increase in deferred inflow of resources —  —  —  3,975  —  —  —  3,975  
Decrease in net pension liability —  —  —  (5,200) —  —  —  (5,200) 
Decrease in otherpostemployment benefits liability —  —  —  (449) —  —  —  (449) 
Increase in obligation for unpaid lottery prizes —  —  —  17,007  —  —  —  17,007  
Decrease in voluntary termination benefits payable (171) —  —  (609) —  —  —  (780) 
Increase (decrease) in liability for disability

benefits payable —  (100) 28  —  —  —  —  (72) 

Total adjustments 697  14,670  (651) 18,900  32  (2,695) (5,413) 25,540  

Net cash provided by (used in) operating
activities $ 7,993  5,433  686  178,237  (686) (421) (496) 190,746  

See accompanying independent auditors’ report.
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COMMONWEALTH OF PUERTO RICO 
Fiduciary Funds 

Year ended June 30, 2018 

 285 

Fiduciary funds are used to account for funds held by the Commonwealth in an agent capacity for individuals, 
organizations, and other governmental units. Following are the Commonwealth’s fiduciary funds: 
Agency Fund 
Agency fund is used to account for assets held by the Commonwealth as an agent for individuals, private 
organizations, and other governments. This fund is custodial in nature (assets equal liabilities) and does not 
involve measurement of the results of operations. 
Special Deposits 
This fund acts in a fiduciary capacity in order to account for moneys received with specified purposes for which 
the law does not specify its recording in any other fund. It mainly includes deposits under the custody of the 
courts of justice for alimony payments, escrows, revenue collections, and agency accounts for which the 
Commonwealth act in an agent’s capacity. 
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COMMONWEALTH OF PUERTO RICO

Combining Statement of Changes in Assets and Liabilities – Agency Funds

Year ended June 30, 2018

(In thousands)

Balance at Balance at
June 30, June 30,

Assets 2017 Additions Deletions 2018

Cash and cash equivalents in commercial
banks $ 629,861  1,775,959  1,432,489  973,331  

Cash and cash equivalents with
governmental banks 50  —  —  50  

Total assets $ 629,911  1,775,959  1,432,489  973,381  

Liabilities

Accounts payable and accrued liabilities $ 629,911  1,775,959  1,432,489  973,381  

Total liabilities $ 629,911  1,775,959  1,432,489  973,381  

See accompanying independent auditors’ report.
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COMMONWEALTH OF PUERTO RICO 
Nonmajor Discretely Presented Component Units 

Year ended June 30, 2018 

 287 

These entities, all legally separate entities, consistent with GASB Statement No. 14, as amended by 
GASB Statement No. 39 and No. 61, are discretely presented in a separate column of the basic financial 
statements of the Primary Government principally because of the nature of the services they provide, the 
Commonwealth’s ability to impose its will, principally through the appointment of their governing authorities, and 
because these discretely presented component units provide specific financial benefits to, or impose financial 
burdens on, the Commonwealth (with the exception of Culebra Conservation and Development Authority and the 
Puerto Rico Science, Technology and Research Trust, which does not meet all these criteria, but the 
Commonwealth has determined it would be misleading to exclude them from the Commonwealth’s financial 
reporting entity). These entities have been classified as nonmajor discretely presented component units because 
management believes they do not meet the following factors for inclusion as major: a) the services provided by 
the discretely presented component unit to the citizenry are such that separate reporting as a major discretely 
presented component unit is considered to be essential to financial statement users, b) there are significant 
transactions with the Primary Government, or c) there is a significant financial benefit or burden relationship with 
the Primary Government. The accounting principles followed by each of the discretely presented component units 
included herein may vary depending on the type of industries they are involved in (that is, banking, construction, 
public utilities, and so forth). The detailed information for each of these entities may be obtained directly from the 
administrative offices of the corresponding entities, as described in Note 1 to the basic financial statements. 
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COMMONWEALTH OF PUERTO RICO

Nonmajor Discretely Presented Component Units

Combining Statement of Net Position

June 30, 2018

(In thousands)

Cardiovascular Company for
Center the Integral Corporation

Agricultural Automobile Corporation Development for the “Caño
Enterprises Accidents of Puerto Center of Diabetes of the Martín Peña”

Development Compensation Rico and the for “Península ENLACE
Administration Administration Caribbean Puerto Rico de Cantera” Project

Assets:
Cash and cash equivalents in commercial banks $ 54,180  11,712  9,881  983  1,357  3,702  
Cash and cash equivalents in governmental banks —  —  —  —  —  —  
Investments —  107,914  —  —  —  —  
Receivables – net:

Insurance premiums —  —  —  —  —  —  
Intergovernmental —  —  —  —  305  —  
Accounts 393  4,541  3,495  33  —  —  
Loans and advances 585  —  —  —  5,749  —  
Accrued interest —  365  —  —  —  —  
Other 1,634  2,133  1,629  75  11  —  

Due from – net:
Primary government 25,005  —  —  —  —  —  
Component units —  —  —  —  —  —  
Other governmental entities —  2,414  547  —  —  1,094  

Inventories 2,966  —  1,157  2  —  —  
Prepaid expenses 1,697  —  271  —  6  3,383  
Other assets —  287  —  —  —  —  
Restricted assets:

Cash and cash equivalents in commercial banks —  199  —  —  —  —  
Cash and cash equivalents in governmental banks —  —  —  —  —  —  
Investments —  —  —  —  —  —  
Other restricted assets —  —  —  —  497  —  

Real estate held for sale or future development —  —  —  —  1,061  —  
Capital assets:
Land and other nondepreciable 3,739  901  103  —  80  2,117  
Depreciable, net 18,201  4,081  13,783  440  2,800  59  

Total assets 108,400  134,547  30,866  1,533  11,866  10,355  

Deferred outflows of resources:
Loss on bonds refunding —  —  —  —  —  —  
Other postemployment benefits related 698  384  52  —  —  —  
Pension related 29,007  33,550  37,116  —  —  2,498  

Total deferred outflows of resources 29,705  33,934  37,168  —  —  2,498  

Liabilities:
Accounts payable and accrued liabilities 57,762  7,177  25,323  65  1,373  288  
Deposits and escrow liabilities —  —  —  —  —  —  
Due to:

Primary government 5,415  1,042  36,808  —  —  —  
Component units 95,843  —  10,972  —  37,791  —  
Other governmental entities 189  4,242  —  222  —  —  

Interest payable —  —  —  —  10,008  —  
Unearned revenue —  39,859  —  —  —  262  
Liabilities payable within one year:

Commonwealth appropriation bonds —  —  —  —  —  —  
Revenue bonds —  —  —  —  —  —  
Notes payable to financial institutions —  —  —  —  —  —  
Capital leases —  —  —  —  —  —  
Compensated absences 790  1,326  1,316  58  —  59  
Voluntary termination benefits payable 1,686  1,447  —  —  —  —  
Liability for insurance benefit —  60,654  —  —  —  —  
Total other postemployment benefits liability 698  384  52  —  —  —  
Other long-term liabilities —  —  360  —  —  —  

Liabilities payable after one year:
Commonwealth appropriation bonds —  —  —  —  —  —  
Revenue bonds —  —  —  —  —  —  
Notes payable to financial institutions —  —  —  —  —  —  
Capital leases —  —  —  —  —  —  
Compensated absences 1,032  —  —  40  —  187  
Voluntary termination benefits payable 9,746  8,529  —  —  —  —  
Net pension obligation —  —  —  —  —  —  
Net pension liability 141,894  147,405  159,489  —  —  6,812  
Total other postemployment benefits liability 6,277  4,200  676  —  —  —  
Other long-term liabilities 635  839  5,639  —  —  —  

Total liabilities 321,967  277,104  240,635  385  49,172  7,608  

Deferred inflows of resources:
Service concession arrangements —  —  —  —  —  —  
Pension related 31,599  18,472  19,986  —  —  130  

Total deferred inflows of resources 31,599  18,472  19,986  —  —  130  

Net position:
Net investment in capital assets 21,940  4,981  13,886  440  2,880  2,176  
Restricted for:

Capital projects —  —  —  —  —  4,166  
Debt service —  —  —  —  —  —  
Student loans and other educational purpose —  —  —  —  —  —  
Other specified purposes —  —  —  —  497  —  

Unrestricted (deficit) (237,401) (132,076) (206,473) 708  (40,683) (1,227) 

Total net position (deficit) $ (215,461) (127,095) (192,587) 1,148  (37,306) 5,115  

288 (Continued)
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COMMONWEALTH OF PUERTO RICO

Nonmajor Discretely Presented Component Units

Combining Statement of Net Position

June 30, 2018

(In thousands)

Culebra
Conservation Economic Farm Independent

and Development Insurance Fine Arts Consumer Institute of
Development Bank for Corporation Center Protection Puerto Rican

Authority Puerto Rico of Puerto Rico Corporation Office Culture

Assets:
Cash and cash equivalents in commercial banks $ 79  19,916  3,028  3,012  103  2,633  
Cash and cash equivalents in governmental banks —  —  —  —  —  —  
Investments —  90,839  —  —  —  —  
Receivables – net:

Intergovernmental —  —  —  —  —  603  
Accounts —  —  —  148  267  399  
Loans and advances —  37,247  —  —  —  —  
Accrued interest —  255  —  —  —  —  
Other —  —  190  —  —  —  

Due from – net:
Primary government —  —  —  —  —  —  
Component units —  —  —  —  —  —  
Other governmental entities —  —  4,809  —  —  —  

Inventories —  —  —  —  —  2,040  
Prepaid expenses —  —  54  272  —  —  
Other assets —  17,665  —  —  4  —  
Restricted assets:

Cash and cash equivalents in commercial banks —  —  —  —  —  677  
Cash and cash equivalents in governmental banks —  —  —  —  —  —  
Investments —  —  —  —  —  —  
Other restricted assets —  —  —  —  —  —  

Real estate held for sale or future development —  —  —  —  —  —  
Capital assets:
Land and other nondepreciable 640  2,735  —  3,183  —  55  
Depreciable, net 151  5,274  137  9,492  24  41,575  

Total assets 870  173,931  8,218  16,107  398  47,982  

Deferred outflows of resources:
Loss on bonds refunding —  —  —  —  —  —  
Other postemplyment benefits related —  36  5  11  —  —  
Pension related 507  6,893  924  2,058  —  7,096  

Total deferred outflows of resources 507  6,929  929  2,069  —  7,096  

Liabilities:
Accounts payable and accrued liabilities 67  2,221  926  464  28  1,001  
Deposits and escrow liabilities —  144,485  —  413  —  —  
Due to:

Primary government —  —  —  —  —  —  
Component units —  6,613  9,692  —  —  4,981  
Other governmental entities —  —  —  —  —  —  

Interest payable —  97  —  —  —  893  
Unearned revenue —  —  2,585  —  —  —  
Liabilities payable within one year:

Commonwealth appropriation bonds —  —  —  —  —  —  
Revenue bonds —  —  —  —  —  —  
Notes payable to financial institutions —  —  —  —  —  —  
Capital leases —  —  —  —  —  —  
Compensated absences 42  —  153  28  —  17  
Voluntary termination benefits payable 10  —  —  239  —  419  
Liability for insurance benefits —  —  —  —  —  —  
Total other postemployment benefits liability —  36  5  11  —  —  
Other long-term liabilities —  —  1,208  —  —  —  

Liabilities payable after one year:
Commonwealth appropriation bonds —  —  —  —  —  —  
Revenue bonds —  —  —  —  —  —  
Notes payable to financial institutions —  —  —  —  —  —  
Capital leases —  —  —  —  —  —  
Compensated absences —  377  336  198  34  324  
Voluntary termination benefits payable 54  3,947  —  1,122  —  1,823  
Net pension obligation —  —  —  —  —  —  
Net pension liability 2,131  38,862  9,867  11,786  —  36,238  
Total other postemployment benefits liability —  455  51  118  —  —  
Other long-term liabilities —  4,007  —  —  —  —  

Total liabilities 2,304  201,100  24,823  14,379  62  45,696  

Deferred inflows of resources:
Service concession arrangements —  —  —  —  —  —  
Pension related 41  4,870  1,236  1,477  —  694  

Total deferred inflows of resources 41  4,870  1,236  1,477  —  694  

Net position:
Net investment in capital assets 791  1,400  137  12,675  24  41,631  
Restricted for:

Capital projects —  —  —  —  —  635  
Debt service —  —  —  —  —  —  
Student loans and other educational purpose —  —  —  —  —  —  
Other specified purposes —  8,758  —  —  —  810  

Unrestricted (deficit) (1,759) (35,268) (17,049) (10,355) 312  (34,388) 

Total net position (deficit) $ (968) (25,110) (16,912) 2,320  336  8,688  

289 (Continued)
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COMMONWEALTH OF PUERTO RICO

Nonmajor Discretely Presented Component Units

Combining Statement of Net Position

June 30, 2018

(In thousands)

Local Public
Redevelopment Corporation

Authority for the
Institutional of the Lands Supervision
Trust of the and Facilities and Deposit

National Land of Naval Station Musical Insurance
Guard of Authority of Roosevelt Arts of P.R.

Puerto Rico Puerto Rico Roads Corporation Cooperatives

Assets:
Cash and cash equivalents in commercial banks $ 5,652  16,235  1,618  5,483  3,502  
Cash and cash equivalents in governmental banks —    2,074  —    —    —    
Investments —    —    —    —    274,378  
Receivables – net:

Intergovernmental —    1,199  305  —    —    
Accounts 1,289  24,543  —    14  —    
Loans and advances —    —    —    —    3,731  
Accrued interest 48  —    —    —    1,676  
Other —    —    —    —    88  

Due from – net:
Primary government —    —    —    —    —    
Component units —    3,017  —    —    —    
Other governmental entities —    1,742  —    13  —    

Inventories —    —    —    —    —    
Prepaid expenses 174  —    125  —    —    
Other assets —    3,975  —    6  —    
Restricted assets:

Cash and cash equivalents in commercial banks —    912  30  211  —    
Cash and cash equivalents in governmental banks —    —    —    —    —    
Investments 27,673  —    —    —    —    

Other restricted assets —    —    —    —    —    
Real estate held for sale or future development —    —    —    —    —    
Capital assets:

Land and other nondepreciable 7,887  88,145  12,432  565  35  
Depreciable, net 8,102  5,748  3,970  618  2,053  

Total assets 50,825  147,590  18,480  6,910  285,463  

Deferred outflows of resources:
Loss on bonds refunding —    —    —    —    —    
Other postemplyment benefits related —    318  —    —    —    
Pension related 251  28,697  —    2,772  4,863  

Total deferred outflows of resources 251  29,015  —  2,772  4,863  

Liabilities:
Accounts payable and accrued liabilities 1,354  4,317  462  306  240,744  
Deposits and escrow liabilities —    2,482  187  —    —    
Due to:

Primary government —    32,167  —    —    —    
Component units —    30,292  —    —    —    
Other governmental entities —    1,104  17,829  652  —    

Interest payable —    451  —    —    —    
Unearned revenue —    9,032  —    203  —    
Liabilities payable within one year:

Commonwealth appropriation bonds —    5,785  —    —    —    
Revenue bonds —    —    —    —    —    
Notes payable to financial institutions —    —    —    —    3,029  
Capital leases —    —    —    —    —    
Compensated absences 28  644  101  660  2,235  
Voluntary termination benefits payable —    833  —    48  —    
Liability for insurance benefits —    —    —    —    —    
Total other postemplyment benefits liability —    318  —    —    —    
Other long-term liabilities —    1,029  —    —    —    

Liabilities payable after one year:
Commonwealth appropriation bonds —    50,033  —    —    —    
Revenue bonds —    —    —    —    —    
Notes payable to financial institutions —    —    —    —    9,086  
Capital leases —    —    —    —    —    
Compensated absences —    756  —    —    —    
Voluntary termination benefits payable —    3,433  —    413  —    
Net pension obligation —    —    —    20,415  —    
Net pension liability 1,065  109,567  —    10,387  34,812  
Total other postemplyment benefits liability —    3,804  —    —    —    
Other long-term liabilities —    36,679  —    —    —    

Total liabilities 2,447  292,726  18,579  33,084  289,906  

Deferred inflows of resources:
Service concession arrangements —    —    —    —    —    
Pension related 20  13,731  —    199  4,362  

Total deferred inflows of resources 20  13,731  —    199  4,362  

Net position:
Net investment in capital assets 15,989  93,893  (271)  1,183  2,088  
Restricted for:

Capital projects —    —    —    —    —    
Debt service —    —    30  —    —    
Student loans and other educational purpose —    —    —    —    —    
Other specified purposes 30,745  —    —    211  93,529  

Unrestricted (deficit) 1,875  (223,745)  142  (24,995)  (99,559)  

Total net position (deficit) $ 48,609  (129,852) (99) (23,601) (3,942) 
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COMMONWEALTH OF PUERTO RICO

Nonmajor Discretely Presented Component Units

Combining Statement of Net Position

June 30, 2018

(In thousands)

Puerto Rico
Industrial,

Tourist,
Educational,
Medical and

Puerto Rico Environmental,
Puerto Rico Convention Puerto Rico Control

Conservatory Center Puerto Rico Puerto Rico Industrial Facilities
of Music District Council on Energy Development Financing

Corporation Authority Education Commission Company Authority

Assets:
Cash and cash equivalents in commercial banks $ 2,001  11,937  649  5,313  35,463  129  
Cash and cash equivalents in governmental banks —  —  —  —  —  —  
Investments —  7,898  —  —  —  —  
Receivables – net:

Intergovernmental —  —  —  —  —  —  
Accounts —  9,523  459  1,008  20,769  —  
Loans and advances —  —  —  —  —  —  
Accrued interest —  —  —  —  —  —  
Other 917  —  —  —  —  —  

Due from – net:
Primary government —  —  —  —  —  —  
Component units —  6,311  —  2,900  —  —  
Other governmental entities —  —  222  —  —  —  

Inventories —  —  —  —  —  —  
Prepaid expenses 1  7,981  —  —  1,709  —  
Other assets —  285  —  —  —  —  
Restricted assets:

Cash and cash equivalents in commercial banks 2,807  8,473  841  —  —  —  
Cash and cash equivalents in governmental banks —  —  —  —  —  —  
Investments —  822  —  —  2,393  —  
Other restricted assets —  —  —  —  —  —  

Real estate held for sale or future development —  —  —  —  —  —  
Capital assets:
Land and other nondepreciable 5,157  278,682  —  444  237,681  —  
Depreciable, net 68,626  362,711  27  590  385,009  —  

Total assets 79,509  694,623  2,198  10,255  683,024  129  

Deferred outflows of resources:
Loss on bonds refunding —  —  —  —  466  —  
Other postemployment benefits related —  —  4  —  459  —  
Pension related 4,726  —  1,675  —  26,111  —  

Total deferred outflows of resources 4,726  —  1,679  —  27,036  —  

Liabilities:
Accounts payable and accrued liabilities 731  10,672  929  457  13,431  24  
Deposits and escrow liabilities —  8,152  —  —  7,673  —  
Due to:

Primary government —  —  —  —  14,600  —  
Component units —  146,423  —  —  80,153  —  
Other governmental entities —  —  —  —  —  —  

Interest payable —  57,595  —  —  20,745  —  
Unearned revenue 936  4,646  —  —  —  —  
Liabilities payable within one year:

Commonwealth appropriation bonds —  —  —  —  —  —  
Revenue bonds —  24,150  —  —  15,791  —  
Notes payable to financial institutions —  —  —  —  18,345  —  
Capital leases —  —  —  —  186  —  
Compensated absences 67  —  71  6  509  —  
Voluntary termination benefits payable 21  —  91  —  1,927  —  
Liability for insurance benefits —  —  —  —  —  —  
Total other postemployment benefits liability —  —  4  —  459  —  
Other long-term liabilities —  —  —  —  1,560  —  

Liabilities payable after one year:
Commonwealth appropriation bonds —  —  —  —  —  —  
Revenue bonds —  365,673  —  —  134,012  —  
Notes payable to financial institutions —  —  —  —  64,029  —  
Capital leases —  —  —  —  18  —  
Compensated absences 74  —  535  117  638  —  
Voluntary termination benefits payable 13  —  738  —  8,647  —  
Net pension obligation —  —  —  —  —  —  
Net pension liability 22,445  —  9,140  —  150,378  —  
Total other postemployment benefits liability —  —  39  —  5,270  —  
Other long-term liabilities —  —  —  —  22,532  —  

Total liabilities 24,287  617,311  11,547  580  560,903  24  

Deferred inflows of resources:
Service concession arrangements —  —  —  —  —  —  
Pension related 430  —  1,145  —  23,122  —  

Total deferred inflows of resources 430  —  1,145  —  23,122  —  

Net position:
Net investment in capital assets 73,783  48,690  27  1,035  390,309  —  
Restricted for:

Capital projects —  822  —  —  —  —  
Debt service —  —  —  —  2,393  —  
Student loans and other educational purpose 2,807  —  802  —  —  —  
Other specified purposes —  321  —  —  —  —  

Unrestricted (deficit) (17,072) 27,479  (9,644) 8,640  (266,667) 105  

Total net position (deficit) $ 59,518  77,312  (8,815) 9,675  126,035  105  
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COMMONWEALTH OF PUERTO RICO

Nonmajor Discretely Presented Component Units

Combining Statement of Net Position

June 30, 2018

(In thousands)

Puerto Rico
and Municipal

Puerto Rico Islands Puerto Rico Puerto Rico
Integrated Puerto Rico Maritime Metropolitan Municipal

Transit Land Transport Bus Finance
Authority Administration Authority Authority Agency

Assets:
Cash and cash equivalents in commercial banks $ 5,020  9,583  2,334  1,785  —  
Cash and cash equivalents in governmental banks —  —  3  —  —  
Investments —  —  —  —  —  

Receivables – net:
Intergovernmental —  —  —  349  —  
Accounts —  —  544  —  —  
Loans and advances —  —  —  —  —  
Accrued interest —  —  —  —  —  
Other —  864  —  44  —  

Due from – net:
Primary government 2,850  —  —  —  —  
Component units —  —  —  1,306  —  
Other governmental entities —  1,236  —  —  —  

Inventories —  —  —  4,112  —  
Prepaid expenses —  169  179  —  2,012  
Other assets —  —  —  —  —  
Restricted assets:

Cash and cash equivalents in commercial banks —  —  —  —  35,388  
Cash and cash equivalents in governmental banks —  —  —  —  —  
Investments —  —  —  —  519,126  
Other restricted assets —  —  —  —  12,158  

Real estate held for sale or future development —  182,739  —  —  28  
Capital assets:
Land and other nondepreciable —  14,509  93  2,769  —  
Depreciable, net 196  10,855  51,389  15,764  —  

Total assets 8,066  219,955  54,542  26,129  568,712  

Deferred outflows of resources:
Loss on bonds refunding —  —  —  —  902  
Other postemployment benefits related —  82  19  698  —  
Pension related —  7,190  13,528  68,124  —  

Total deferred outflows of resources —  7,272  13,547  68,822  902  

Liabilities:
Accounts payable and accrued liabilities 136  3,190  9,855  13,821  2,457  
Deposits and escrow liabilities —  32,607  —  —  23,535  
Due to:

Primary government —  2,021  2,968  102,913  —  
Component units —  —  71,662  6,422  —  
Other governmental entities 2,415  —  1,565  —  —  

Interest payable —  —  —  —  10,096  
Unearned revenue —  1,932  —  —  —  
Liabilities payable within one year:

Commonwealth appropriation bonds —  —  —  —  —  
Revenue bonds —  —  —  —  67,245  
Notes payable to financial institutions —  —  —  28,255  —  
Capital leases —  —  —  —  —  
Compensated absences —  233  740  1,125  —  
Voluntary termination benefits payable —  497  335  620  —  
Liability for insurance benefits —  —  —  —  —  
Total other postemployment benefits liability —  82  19  698  —  
Other long-term liabilities —  —  487  —  —  

Liabilities payable after one year:
Commonwealth appropriation bonds —  —  —  —  —  
evenue bonds —  —  —  —  408,425  
Notes payable to financial institutions —  —  —  —  —  
Capital leases —  —  —  —  —  
Compensated absences 5  —  1,566  728  —  
Voluntary termination benefits payable —  1,859  2,736  2,715  —  
Net pension obligation —  —  —  —  —  
Net pension liability —  31,494  61,824  306,688  —  
Total other postemployment benefits liability —  971  136  8,392  —  
Other long-term liabilities —  —  3,611  4,729  —  

Total liabilities 2,556  74,886  157,504  477,106  511,758  

Deferred inflows of resources:
Service concession arrangements —  —  —  —  —  
Pension related —  3,946  7,748  38,433  —  

Total deferred inflows of resources —  3,946  7,748  38,433  —  

Net position:
Net investment in capital assets 196  25,364  51,482  18,533  —  
Restricted for:

Capital projects —  —  —  —  —  
Debt service —  —  —  —  83,820  
Student loans and other educational purpose —  —  —  —  —  
Other specified purposes —  —  —  —  —  

Unrestricted (deficit) 5,314  123,031  (148,645) (439,121) (25,964) 

Total net position (deficit) $ 5,510  148,395  (97,163) (420,588) 57,856  
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COMMONWEALTH OF PUERTO RICO

Nonmajor Discretely Presented Component Units

Combining Statement of Net Position

June 30, 2018

(In thousands)

Puerto
Rico Puerto Rico Puerto Rico

Municipal Puerto Rico Public Public Private Puerto Rico
Finance Ports Broadcasting Partnerships School

Corporation Authority Corporation Authority of Plastic Arts

Assets:
Cash and cash equivalents in commercial banks $ 33,032  13,456  469  17,413  628  
Cash and cash equivalents in governmental banks —  —  —  —  —  
Investments —  —  —  —  —  
Receivables – net:

Intergovernmental 20,747  —  —  —  —  
Accounts 230  25,874  183  3,309  992  
Loans and advances —  —  —  —  —  
Accrued interest —  —  —  —  —  
Other —  —  70  —  —  

Due from – net:
Primary government —  —  —  —  —  
Component units —  —  —  —  —  
Other governmental entities —  4,314  224  —  —  

Inventories —  —  —  —  —  
Prepaid expenses —  3,464  —  —  —  
Other assets —  —  85  —  —  
Restricted assets:

Cash and cash equivalents in commercial banks —  19,194  738  —  —  
Cash and cash equivalents in governmental banks —  —  —  —  —  
Investments —  —  —  —  2,526  
Other restricted assets —  25,351  —  —  —  

Real estate held for sale or future development —  —  —  —  —  
Capital assets:

Land and other nondepreciable —  359,767  83  —  —  
Depreciable, net —  863,850  4,263  2  7,656  

Total assets 54,009  1,315,270  6,115  20,724  11,802  

Deferred outflows of resources:
Loss on bonds refunding —  10,266  —  —  —  
Other postemployment benefits related —  655  43  —  —  
Pension related —  57,982  9,965  310  3,595  

Total deferred inflows of resources —  68,903  10,008  310  3,595  

Liabilities:
Accounts payable and accrued liabilities —  24,592  2,487  5,462  808  
Deposits and escrow liabilities —  1,316  —  —  —  
Due to:

Primary government —  86,431  1,547  —  —  
Component units 22,609  317,156  —  6,302  —  
Other governmental entities 21,114  4,639  —  604  —  

Interest payable —  96,003  —  —  —  
Unearned revenue —  149  —  14,104  —  
Liabilities payable within one year:

Commonwealth appropriation bonds —  —  —  —  —  
Revenue bonds —  196,226  —  —  —  
Notes payable to financial institutions —  1,382  —  —  —  
Capital leases —  —  —  —  —  
Compensated absences —  2,068  830  —  34  
Voluntary termination benefits payable —  1,369  300  —  —  
Liability for insurance benefits —  —  —  —  —  
Total other postemployment benefits liability —  655  43  —  —  
Other long-term liabilities —  280  —  —  —  

Liabilities payable after one year: —  —  —  —  —  
Commonwealth appropriation bonds —  —  —  —  —  
revenue bonds —  —  —  —  —  
Notes payable to financial institutions —  8,436  —  —  —  
Capital leases —  —  —  —  —  
Compensated absences —  —  1,342  —  34  
Voluntary termination benefits payable —  7,779  1,903  —  —  
Net pension obligation —  —  —  —  —  
Net pension liability —  249,587  45,120  1,883  14,053  
Total other postemployment benefits liability —  7,510  504  —  —  

Other long-term liabilities —  105  1,680  —  —  

Total liabilities 43,723  1,005,683  55,756  28,355  14,929  
Deferred inflows of resources:

Service concession arrangements —  661,980  —  —  —  
Pension related —  42,066  5,654  236  269  

Total deferred inflows of resources —  704,046  5,654  236  269  

Net position:
Net investment in capital assets —  520,997  4,346  2  7,656  
Restricted for:

Capital projects —  44,545  —  —  —  
Debt service —  —  —  —  —  
Student loans and other educational purpose —  —  —  —  2,526  
Other specified purposes —  —  1,270  —  —  

Unrestricted (deficit) 10,286  (891,098) (50,903) (7,559) (9,983) 

Total net position (deficit) $ 10,286  (325,556) (45,287) (7,557) 199  
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COMMONWEALTH OF PUERTO RICO

Nonmajor Discretely Presented Component Units

Combining Statement of Net Position

June 30, 2018

(In thousands)

Puerto Rico Puerto Rico
Science, Puerto Rico Puerto Rico Trade and Nonmajor

Technology and Telephone Tourism Export Solid Waste Component
Research Trust Authority Company Company Authority Units Total

Assets:
Cash and cash equivalents in commercial banks $ 15,153  —  45,505  6,667  12,632  362,245  
Cash and cash equivalents in governmental banks 3,443  —  —  —  —  5,520  
Investments 45,987  —  —  —  —  527,016  
Receivables – net:

Intergovernmental —  —  —  —  186  23,694  
Accounts —  —  13,304  2,663  —  113,980  
Loans and advances —  —  6,118  —  —  53,430  
Accrued interest —  —  —  3,307  —  5,651  
Other 1,658  —  9  —  578  9,900  

Due from – net:
Primary government —  —  —  —  2,923  30,778  
Component units —  —  —  —  —  13,534  
Other governmental entities 2,904  —  —  —  306  19,825  

Inventories —  —  —  —  —  10,277  
Prepaid expenses —  —  16  45  —  21,558  
Other assets 129  —  —  —  133  22,569  
Restricted assets:

Cash and cash equivalents in commercial banks —  —  42,640  6,686  —  118,796  
Cash and cash equivalents in governmental banks —  1  —  —  —  1  
Investments 3,200  —  —  245,207  —  800,947  
Other restricted assets —  —  —  —  —  38,006  

Real estate held for sale or future development —  —  2,600  —  —  186,428  
Capital assets:
Land and other nondepreciable 38,579  —  5,053  40,048  12,966  1,118,448  
Depreciable, net 6,125  —  16,443  36,903  86,210  2,033,127  

Total assets 117,178  1  131,688  341,526  115,934  5,515,730  

Deferred outflows of resources:
Loss on bonds refunding —  —  1,210  —  —  12,844  
Other postemployment benefits related —  —  183  104  —  3,751  
Pension related —  —  30,712  10,326  3,181  393,657  

Total deferred outflows of resources —  —  32,105  10,430  3,181  410,252  

Liabilities:
Accounts payable and accrued liabilities 6,331  10  37,466  4,264  4,742  485,743  
Deposits and escrow liabilities —  —  —  2,615  —  223,465  
Due to:

Primary government —  —  2,831  4,615  —  293,358  
Component units —  —  11,988  —  75,906  934,805  
Other governmental entities —  —  48,708  2,606  4,733  110,622  

Interest payable —  —  8,356  3,074  24,210  231,528  
Unearned revenue —  —  —  —  4,717  78,425  
Liabilities payable within one year:

Commonwealth appropriation bonds —  —  4,611  —  806  11,202  
Revenue bonds —  —  —  —  —  303,412  
Notes payable to financial institutions —  —  —  645  —  51,656  
Capital leases —  —  180  70  —  436  
Compensated absences —  —  1,266  441  205  15,052  
Voluntary termination benefits payable —  —  766  642  323  11,573  
Liability for insurance benefits —  —  —  —  —  60,654  
Total other postemployment benefits liability —  —  183  104  —  3,751  
Other long-term liabilities 11  —  1,050  —  —  5,985  

Liabilities payable after one year:
Commonwealth appropriation bonds —  —  40,571  —  6,987  97,591  
Revenue bonds —  —  —  —  —  908,110  
Notes payable to financial institutions —  —  —  256,941  —  338,492  
Capital leases —  —  321  65  —  404  
Compensated absences —  —  —  42  197  8,562  
Voluntary termination benefits payable —  —  3,775  2,544  2,586  64,362  
Net pension obligation —  —  —  —  —  20,415  
Net pension liability —  —  128,409  45,521  15,895  1,792,752  
Total other postemployment benefits liability —  —  2,209  1,205  —  41,817  
Other long-term liabilities —  —  —  1,090  —  81,546  

Total liabilities 6,342  10  292,690  326,484  141,307  6,175,718  
Deferred inflows of resources:

Service concession arrangements —  —  —  —  —  661,980  
Pension related —  —  16,092  5,704  1,740  243,402  

Total deferred inflows of resources —  —  16,092  5,704  1,740  905,382  

Net position:
Net investment in capital assets 44,704  —  20,995  64,437  27,315  1,515,714  
Restricted for:

Capital projects —  —  —  —  —  50,168  
Debt service —  —  —  —  —  86,243  
Student loans and other educational purpose —  —  —  —  —  6,135  
Other specified purposes 3,200  (9) —  5,751  —  145,083  

Unrestricted (deficit) 62,932  —  (165,984) (50,420) (51,247) (2,958,461) 

Total net position (deficit) $ 110,836  (9) (144,989) 19,768  (23,932) (1,155,118) 
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COMMONWEALTH OF PUERTO RICO

Nonmajor Discretely Presented Component Units

Combining Statement of Activities

Year ended June 30, 2018

(In thousands)

General revenue and transfers
Net Net Correction of

revenues Grants and position errors, change
(expenses) Payments contributions Interest (deficit) in reporting entity Net position

Program revenue and Payments from (to) not and beginning and adoption of new (deficit)– Net
Operating Capital changes from (to) other restricted invest- Change of year pronouncements beginning position

Charges for grants and grants and in net primary component to specific ment Excise taxes in net as previously (note 4 to of year, as (deficit)
Expenses services contributions contributions position government units programs earnings and others position reported financial statements ) restated end of year

Agricultural Enterprises Development Administration $ 136,106  75,084  —  —  (61,022) 80,133  —  —  96  2,319  21,526  (228,279) (8,708) (236,987) (215,461) 
Automobile Accidents Compensation Administration 67,203  78,468  —  —  11,265  (1,550) —  —  5,820  961  16,496  (141,327) (2,264) (143,591) (127,095) 
Cardiovascular Center Corporation of Puerto Rico and the Caribbean 88,754  81,159  —  25  (7,570) —  —  —  —  (7,570) (186,404) 1,387  (185,017) (192,587) 
Center of Diabetes for Puerto Rico 951  181  —  —  (770) 450  —  —  1  3  (316) 1,464  —  1,464  1,148  
Company for the Integral Development of the “Península de Cantera” 4,055  —  922  —  (3,133) —  —  12  41  100  (2,980) (34,326) —  (34,326) (37,306) 
Corporation for the "Caño Martin Peña" Enlace Project 8,003  —  1,366  176  (6,461) 11,025  —  —  23  —  4,587  456  72  528  5,115  
Culebra Conservation and Development Authority 285  63  —  —  (222) 227  —  —  —  —  5  (973) —  (973) (968) 
Economic Development Bank for Puerto Rico 37,802  4,098  —  —  (33,704) —  —  —  —  420  (33,284) 8,749  (575) 8,174  (25,110) 
Farm Insurance Corporation of Puerto Rico 15,211  1,934  740  —  (12,537) 6,515  —  —  16  —  (6,006) (10,840) (66) (10,906) (16,912) 
Fine Arts Center Corporation 7,202  1,947  —  —  (5,255) 3,148  —  349  4  75  (1,679) 4,140  (141) 3,999  2,320  
Independent Consumer Protection Office 536  —  —  —  (536) —  580  —  —  —  44  292  —  292  336  
Institute of Puerto Rican Culture 10,713  —  1,787  30  (8,896) 6,774  —  —  —  —  (2,122) 12,322  (1,512) 10,810  8,688  
Institutional Trust of the National Guard of Puerto Rico 5,653  6,429  —  —  776  —  —  —  —  —  776  47,833  —  47,833  48,609  
Land Authority of Puerto Rico 33,690  8,527  648  —  (24,515) —  —  —  —  587  (23,928) (88,274) (17,650) (105,924) (129,852) 
Local Redevelopment Authority of the Lands and Facilities of Naval

Station Roosevelt Roads 2,439  874  988  —  (577) 890  —  —  —  —  313  (412) —  (412) (99) 
Musical Arts Corporation 6,586  365  —  —  (6,221) 7,515  —  —  11  74  1,379  (24,980) —  (24,980) (23,601) 
Public Corporation for the Supervision and Deposit Insurance of Puerto —  

Rico Cooperatives 76,936  24,455  598  —  (51,883) —  —  —  —  1,820  (50,063) 46,121  —  46,121  (3,942) 
Puerto Rico Conservatory of Music Corporation 10,036  3,427  —  30  (6,579) 5,613  —  467  6  30  (463) 59,981  —  59,981  59,518  
Puerto Rico Convention Center District Authority 74,755  28,486  —  —  (46,269) —  4,195  —  36  1,628  (40,410) 117,722  —  117,722  77,312  
Puerto Rico Council on Education 11,334  381  1,814  —  (9,139) 9,127  —  —  67  54  109  (8,924) —  (8,924) (8,815) 
Puerto Rico Energy Commission 2,703  —  1,611  —  (1,092) —  5,220  —  21  —  4,149  5,526  —  5,526  9,675  
Puerto Rico Industrial Development Company 95,887  60,149  —  2,774  (32,964) —  —  —  350  11,533  (21,081) 153,724  (6,608) 147,116  126,035  
Puerto Rico Industrial, Tourist, Educational, Medical, and Environmental —  

Control Facilities Financing Authority 33  —  —  —  (33) —  —  —  9  —  (24) 129  —  129  105  
Puerto Rico Integrated Transit Authority 885  —  —  —  (885) 5,225  (4,232) —  13  —  121  3,463  1,926  5,389  5,510  
Puerto Rico Land Administration 15,906  11,077  —  —  (4,829) —  —  —  20  —  (4,809) 154,435  (1,231) 153,204  148,395  
Puerto Rico and Municipal Islands Maritime Transport Authority 30,019  4,100  12,205  —  (13,714) 13,300  —  —  —  —  (414) (40,550) (56,199) (96,749) (97,163) 
Puerto Rico Metropolitan Bus Authority 60,660  2,799  5,397  —  (52,464) 24,300  4,232  —  76  2,306  (21,550) (387,941) (11,097) (399,038) (420,588) 
Puerto Rico Municipal Finance Agency 24,296  —  —  —  (24,296) —  —  —  36,584  15  12,303  47,081  (1,528) 45,553  57,856  
Puerto Rico Municipal Finance Corporation 122,824  —  122,039  —  (785) —  4,428  —  3,043  242,927  249,613  (239,327) —  (239,327) 10,286  
Puerto Rico Ports Authority 138,008  114,059  4,148  —  (19,801) —  —  —  90  112  (19,599) (299,862) (6,095) (305,957) (325,556) 
Puerto Rico Public Broadcasting Corporation 17,358  2,270  —  —  (15,088) 9,900  —  3,227  235  —  (1,726) (42,924) (637) (43,561) (45,287) 
Puerto Rico Public Private Partnerships Authority 4,290  100  —  —  (4,190) 4,298  —  —  36  9  153  (6,529) (1,181) (7,710) (7,557) 
Puerto Rico School of Plastic Arts 4,730  1,674  1,708  —  (1,348) 2,917  —  —  212  —  1,781  (1,582) —  (1,582) 199  
Puerto Rico Science, Technology and Research Trust 17,850  129  22,626  —  4,905  —  —  —  21  494  5,420  105,416  —  105,416  110,836  
Puerto Rico Telephone Authority 52  —  —  —  (52) —  —  —  17  —  (35) 26  —  26  (9) 
Puerto Rico Tourism Company 143,448  160,372  —  —  16,924  (21,426) (68,473) —  —  73,542  567  (142,796) (2,760) (145,556) (144,989) 
Puerto Rico Trade and Export Company 34,370  14,633  690  —  (19,047) —  —  —  12,404  634  (6,009) 24,325  1,452  25,777  19,768  
Solid Waste Authority 18,328  2,496  832  —  (15,000) 3,995  —  —  52  —  (10,953) (20,425) 7,446  (12,979) (23,932) 

Total nonmajor component units $ 1,329,897  689,736  180,119  3,035  (457,007) 172,376  (54,050) 4,055  59,304  339,643  64,321  (1,113,470) (105,969) (1,219,439) (1,155,118) 

See accompanying independent auditors’ report.

295

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 303 of 471



EMPLOYEES’ RETIREMENT SYSTEM OF THE GOVERNMENT 
OF THE COMMONWEALTH OF PUERTO RICO 

(A Component Unit of the Commonwealth of Puerto Rico) 

Basic Financial Statements and Required Supplementary Information 

June 30, 2017 

(With Independent Auditors’ Report Thereon) 

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 304 of 471



EMPLOYEES’ RETIREMENT SYSTEM OF THE GOVERNMENT 
OF THE COMMONWEALTH OF PUERTO RICO 

(A Component Unit of the Commonwealth of Puerto Rico) 

Table of Contents 

Page(s) 

Independent Auditors’ Report 1–2 

Management’s Discussion and Analysis (Unaudited) 3–14 

Basic Financial Statements: 

Statement of Fiduciary Net Position 15–16 

Statement of Changes in Fiduciary Net Position 17 

Notes to Basic Financial Statements 18–74 

Required Supplementary Information (Unaudited) 
Pension Benefits: 

Schedule of Changes in the Employers’ Net Pension Liability and Related Ratios 75 

Schedule of Investment Returns 76 

Other Postemployment Healthcare Benefits: 

Schedule of Employers’ Contributions 77 

Schedule of Funding Progress 78 

Notes to Required Supplementary Information 79–81 

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 305 of 471



Independent Auditors’ Report 

To the Retirement Board of the Government of Puerto Rico 
Employees’ Retirement System of 

the Government of the Commonwealth of Puerto Rico: 

We have audited the accompanying financial statements of the Employees’ Retirement System of the 
Government of the Commonwealth of Puerto Rico (the System), which comprises the statement of fiduciary net 
position as of June 30, 2017, the related statement of changes in fiduciary net position for the year then ended, 
and the related notes to the financial statements, which collectively comprise the System’s basic financial 
statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with U.S. generally accepted accounting principles; this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those 
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation 
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but 
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the fiduciary net 
position of the Employees’ Retirement System of the Government of the Commonwealth of Puerto Rico as of 
June 30, 2017, and the changes in its fiduciary net position for the year then ended, in accordance with 
U.S. generally accepted accounting principles. 

KPMG LLP is a Delaware limited liability partnership and the U.S. member 
firm of the KPMG network of independent member firms affiliated with  
KPMG International Cooperative (“KPMG International”), a Swiss entity. 

KPMG LLP
American International Plaza
Suite 1100
250 Muñoz Rivera Avenue
San Juan, PR 00918-1819
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Emphasis of Matters 

Uncertainty about Ability to Continue as a Going Concern 

The accompanying financial statements have been prepared assuming that the System will continue as a going 
concern. As discussed in notes 3 and 14 to the basic financial statements, the System is severely underfunded, 
sold its remaining investments in the aggregate amount of approximately $297 million, and started operating on 
a pay as you go basis in fiscal year 2018. Additionally, on May 3, 2017 and May 22, 2017, the Financial 
Oversight and Management Board commenced cases for the Commonwealth of Puerto Rico and the System, 
respectively, by filling petitions for relief under Title III of the Puerto Rico Oversight, Management, and 
Economic Stability Act with the United States District Court for Puerto Rico. Accordingly, management of the 
System has stated that substantial doubt exists about the System’s ability to continue as a going concern. 
Management’s evaluation of the events and conditions and management’s plans regarding these matters are 
also included in note 3. The financial statements do not include any adjustments that might result from the 
outcome of this uncertainty. Our opinion is not modified with respect to this matter. 

Other Matters 

Required Supplementary Information 

U.S. generally accepted accounting principles require that the management’s discussion and analysis on 
pages 3–14 and the schedules in pages 75-81 be presented to supplement the basic financial statements. 
Such information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We have applied certain 
limited procedures to the required supplementary information in accordance with auditing standards generally 
accepted in the United States of America, which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because the 
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance. 

San Juan, Puerto Rico 
June 29, 2020 

Stamp No. E403599 of the Puerto Rico
Society of Certified Public Accountants was 
affixed to the record copy of this report. 
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Introduction 
The following discussion and analysis of the financial performance of the Employees’ Retirement System of the 
Government of the Commonwealth of Puerto Rico (the System) provides an overview of its activities for the 
fiscal year ended June 30, 2017. Its purpose is to provide explanations and insights into the information 
presented in the basic financial statements and required supplementary information. This discussion and 
analysis is intended to be read in conjunction with the System’s financial statements. 

The System is a trust created by the Legislature of the Commonwealth of Puerto Rico (the Legislature) in 1951 
pursuant to Act No. 447 of May 15, 1951, as amended, to provide pension and other benefits to retired 
employees of the Commonwealth of Puerto Rico (the Commonwealth), its public corporations and 
municipalities. Prior to August 23, 2017, the System was administered by the Puerto Rico Government 
Employees and Judiciary Retirement Systems Administration (the ERS and JRS Administration) and governed 
by a board of trustees (the Board of Trustees). 

Prior to August 23, 2017, the System administered a cost-sharing, multi-employer, pension plan consisting of 
three benefit structures: (i) a cost-sharing, multi-employer, defined benefit program, (ii) a defined contribution 
program (System 2000 program), and (iii) a contributory hybrid program. The System also administered 
post-employment healthcare benefits provided by the Commonwealth to retired plan members (Employees’ 
Retirement System of the Government of Puerto Rico and its Instrumentalities Medical Insurance Plan 
Contribution – ERS MIPC). 

The System is considered an integral part of the financial reporting of the Commonwealth and is included in the 
Commonwealth’s basic financial statements as a pension trust fund. 

Overview of the Basic Financial Statements 
The following discussion and analysis is intended to serve as an introduction to the System’s basic financial 
statements. The basic financial statements are prepared in accordance with U.S. generally accepted 
accounting principles (GAAP) as applicable to governmental organization per Governmental Accounting 
Standards Board (GASB) pronouncements and include the following: 

 The Statement of Fiduciary Net Position presents the financial position of the System at fiscal year-end. It 
provides information about the nature and amounts of resources with present service capacity that the 
System presently controls (assets), consumption of net assets by the System that is applicable to a future 
reporting period (deferred outflow of resources), presents obligations to sacrifice resources that the System 
has little or no discretion to avoid (liabilities), and acquisition of net assets by the System that is applicable 
to a future reporting period (deferred inflow of resources) with the difference between assets/deferred 
outflow of resources and liabilities/deferred inflow of resources being reported as net position. Investments 
are shown at fair value. All other assets and liabilities are determined on an accrual basis. 

 The Statement of Changes in Fiduciary Net Position presents the results of activities during the fiscal year. 
All changes affecting the assets/deferred outflow of resources and liabilities/deferred inflow of resources of 
the System are reflected on an accrual basis of when the activity occurred, regardless of the timing of the 
related cash flows. Changes in the fair values of investments are included in the year’s activity as net 
appreciation (depreciation) in fair value of investments. 
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 The Notes to the Basic Financial Statements – provide additional information that is essential to a full 
understanding of the data provided in the financial statements. The notes present information about the 
System’s accounting policies, significant account balances and activities, material risks, obligations, 
contingencies, and subsequent events, if any. 

Required Supplementary Information is presented after the notes to the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the GASB. It consists of 
information pertaining to the System’s actuarial methods and assumptions and provides data on changes in the 
employers’ net pension liability and related ratios, the pension benefits employers’ contributions, and the 
pension benefits’ investment return as well as data on the System’s other postemployment benefits. 

Financial Highlights 

Prior to August 23, 2017, the System provided retirement benefits to employees of the Commonwealth, its 
public corporations and municipalities. The System’s total assets as of June 30, 2017 and 2016 amounted to 
approximately $1,505 million and $2,284 million, respectively. 

As of June 30, 2017, the System’s total assets consisted of the following: 

 $345 million of investments in bonds, stocks and non-exchange commingled trust funds 

 $87 million in investments in limited partnerships 

 $523 million in member loans and interest receivable 

 $539 million in cash and cash equivalents, receivables and collateral from securities lending transactions. 

 $11 million in capital and other assets 

The System’s total assets as of June 30, 2017 are presented in the following chart (in millions): 
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As of June 30, 2016, the System’s total assets consisted of the following: 

 $667 million of investments in bonds, stocks and non-exchange commingled trust funds 

 $47 million in investments in limited partnerships 

 $597 million in member loans and interest receivable 

 $963 million in cash and cash equivalents, receivables and collateral from securities lending transactions. 

 $10 million in capital and other assets 

The System’s total assets as of June 30, 2016 are presented in the following chart (in millions): 

 

 The System has been in a deficit position since fiscal year 2015. The System’s total liabilities exceeded 
total assets, representing a fiduciary net deficit position of approximately $2,109 million as of June 30, 
2017, compared with fiduciary net position of approximately $1,266 million as of June 30, 2016. 

 The plan’s fiduciary net deficit position as a percentage of the total pension liability was negative 7.01% at 
June 30, 2017 and negative 3.47% at June 30, 2016. 

 The medical insurance plan contribution, which constitutes the other postemployment healthcare benefits, 
is financed by the Commonwealth on a pay-as-you-go basis and consequently is unfunded. 
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The following schedules present comparative summary financial statements of the System’s fiduciary net 
position and changes in fiduciary net position for fiscal years 2017 and 2016: 

Comparative Summary of Fiduciary Net Position – Pension Benefits 
Total Total
dollar percentage

2017 2016 change change
(Dollars in thousands)

Assets:
Cash and cash equivalents,

receivables-net and collateral
from securities lending
transactions $ 538,520  962,706  (424,186) (44.1)%

Investments 431,955  714,214  (282,259) (39.5)
Member loans and interest

receivable – net 523,443  596,997  (73,554) (12.3)
Capital assets and other 10,718  10,487  231  2.2

Total assets 1,504,636  2,284,404  (779,768) (34.1)

Liabilities:
Accounts payable and accrued

liabilities 279,366  104,315  175,051  167.8
Bond interest payable 14,076  14,094  (18) (0.1)
Payable for investment securities

purchased —  1,609  (1,609) (100.0)
Securities lending obligations 7,359  19,754  (12,395) (62.7)
Due to Commonwealth of

Puerto Rico 98,044  91,474  6,570  7.2
Escrow funds of mortgage loans

and guarantee insurance
reserve for loans to plan
members 11,018  10,467  551  5.3

Accrued Investment Expense 541  —  541  100.0
Bonds payable 3,166,472  3,134,902  31,570  1.0
Other liabilities 36,613  173,674  (137,061) (78.9)

Total liabilities 3,613,489  3,550,289  63,200  1.8

Net position (deficit) $ (2,108,853) (1,265,885) (842,968) 66.6%
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Comparative Summary of Changes in Fiduciary Net Position – Pension Benefits 
Total Total
dollar percentage

2017 2016 change change
(Dollars in thousands)

Additions:
Contributions:

Employer contributions:
Basic benefits $ 726,911  582,803  144,108  24.7%
Special benefits 194,626  196,674  (2,048) (1.0)

Member contributions 320,095  333,633  (13,538) (4.1)
Net investment income 28,155  37,345  (9,190) (24.6)
Other income 56,626  52,791  3,835  7.3

Total additions 1,326,413  1,203,246  123,167  10.2

Deductions:
Benefits paid to participants 1,524,695  1,532,640  (7,945) (0.5)
Refunds of contributions 35,229  34,937  292  0.8
Interest on bonds payable 198,084  196,211  1,873  1.0
General and administrative 24,358  27,670  (3,312) (12.0)
Other expenses 387,015  9,401  377,614  4,016.7

Total deductions 2,169,381  1,800,859  368,522  20.5

Net decrease in
net position (842,968) (597,613) (245,355) 41.1

Net position (deficit):
Beginning of year (1,265,885) (668,272) (597,613) 89.4

End of year $ (2,108,853) (1,265,885) (842,968) 66.6%
 

Going Concern 
The discussion in note 3 to the financial statements provides information regarding the System’s going concern 
uncertainty. 
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As of June 30, 2017, the System was a mature retirement system with a significant retiree population. The 
System’s net pension liability and the fiduciary net deficit position as a percentage of the total pension liability 
(the funded ratio) as of June 30, 2017, are approximately $32,201 million and negative 7.01%, respectively. 
The System had been in a deficit position since fiscal year 2015. Based on the statutory funding requirements, 
the annual benefit payments and administrative expenses paid by the System were significantly larger than the 
member and employers’ contributions to the System. Due to the small asset base, investment income was 
insufficient to cover the negative cash flow. Illiquid assets (total receivables, member loans and related interest 
receivable, COFINA investment and investments in limited partnership) amounted to approximately 
$723 million or 48% of the System’s total assets as of June 30, 2017. 

As described in notes 3 and 14 to the financial statements, in July 2017, the System sold investments 
amounting to approximately $297 million and transferred approximately $190 million of the net proceeds to the 
Treasury Department as required under Joint Resolution 188. 

On June 30, 2016, the U.S. Congress enacted the Puerto Rico Oversight, Management, and Economic Stability 
Act (PROMESA), which automatically put into effect a temporary stay of all debt-related litigation against the 
Commonwealth and its covered instrumentalities, including the System, pursuant to section 405 of PROMESA 
(the Title IV Stay). On May 1, 2017, the Title IV Stay expired, permitting substantial litigation to resume against 
the Commonwealth and its covered instrumentalities, including the System. On May 3, 2017, the Financial 
Oversight and Management Board for Puerto Rico established under PROMESA (the Oversight Board), at the 
request of the Governor of Puerto Rico (the Governor), commenced a Title III case for the Commonwealth by 
filing a petition for relief under Title III of PROMESA in the United States District Court for the District of Puerto 
Rico (the Title III Court). On May 21, 2017, the Oversight Board, at the request of the Governor, commenced a 
Title III case for the System by filing a similar petition for relief under Title III of PROMESA in the Title III Court. 

On August 23, 2017, the Commonwealth enacted the Act to Guarantee the Payment to Our Pensioners and 
Establish a New Plan for Defined Contributions for Public Servants (Act 106-2017), which completely changed 
the System by, among other things, (i) replacing the governing boards of the System, the Retirement System 
for the Judiciary of the Commonwealth of Puerto Rico (JRS), and the Puerto Rico System of Annuities and 
Pensions for Teachers (TRS, and collectively with the System and JRS, the Retirement Systems) with a single 
Retirement Board of the Commonwealth of Puerto Rico (the Retirement Board) and (ii) implementing a 
“pay-as-you-go” (PayGo) method for the payment of pension benefits by the Commonwealth rather than the 
System. Act 106-2017 created the legal framework for the Commonwealth to guarantee payments to 
pensioners through the PayGo system. 

Comparative Summary of Fiduciary Net Position Analysis – Pension Benefits 
The basic financial statements of the System for the fiscal year ended June 30, 2017, present a decrease in net 
position of approximately $843 million, resulting in a net deficit position of approximately $2,109 million as of 
June 30, 2017, compared with a deficit net position of approximately $1,266 million as of June 30, 2016. The 
decrease in the net position (increase in deficit) in fiscal year 2017 resulted from the excess of deductions, 
mainly other expenses and benefits paid to participants, over additions, mainly contributions from participating 
employers and employees. The decrease in net position is mainly caused by a decrease in employer 
contributions receivable of approximately $204 million in fiscal year 2017. 
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Total contributions from participating employers and members increased by approximately $129 million, from 
$1,113 million during fiscal year 2016 to approximately $1,242 million during fiscal year 2017. Total net 
investment and securities lending transaction income decreased by approximately $9 million, from 
approximately $37 million during fiscal year 2016 to approximately $28 million during fiscal year 2017. The 
System recognized a net depreciation in the fair value of investments of approximately $8 million during fiscal 
year 2017, compared with a net appreciation in the fair value of investments of approximately $900 thousand 
recognized in fiscal year 2016. Also, the System recognized an impairment loss on deposits with a 
governmental bank of approximately $21 million in fiscal year 2016 and $9 million in fiscal year 2017 (refer to 
note 6 to the financial statements). 

Total deductions increased by approximately $369 million in fiscal year 2017, mainly as a result of the increase 
of approximately $378 million in other expenses and the decrease of approximately $8 million in benefits paid 
to participants. Benefits paid to participants amounted to approximately $1,525 million for fiscal year 2017 and 
approximately $1,533 million for fiscal year 2016. General and administrative expenses amounted to 
approximately $24 million for fiscal year 2017 and approximately $28 million for fiscal year 2016. 

During fiscal year 2007, the Board of Trustees approved the issuance of bonds payable to increase the funds 
available to pay pension benefits to certain beneficiaries and to reduce the unfunded accrued actuarial liability. 
As of June 30, 2017, bonds payable amounted to approximately $3,166 million. 

Other Post-employment Healthcare Benefits 
Other post-employment healthcare benefits paid during fiscal year 2017 amounted to approximately 
$91.2 million, a decrease of approximately $2.8 million or 3% as compared to the $93.7 million paid during 
fiscal year 2016. Effective July 1, 2013, no benefits are provided to new retirees, as required by Act No. 3 of 
2013. 

Financial Analysis of the System 
As of June 30, 2017 and 2016, the System held approximately $523 million and $597 million, respectively, in 
loans and interest receivable from plan members, which represents 55% and 46%, respectively, of the total 
investment portfolio, including loans. As of June 30, 2017, member loans and interest receivable consisted of 
$161 million in mortgage loans, $299 million in personal loans, $37 million in cultural trip loans, and $29 million 
in interest receivable, less $3 million in allowance for adjustments and losses in realization. As of June 30, 
2016, member loans and interest receivable consisted of $170 million in mortgage loans, $351 million in 
personal loans, $45 million in cultural trip loans, and $34 million in interest receivable, less $3 million in 
allowance for adjustments and losses in realization. As of June 30, 2017, and 2016, the fair value of the 
System’s investment in limited partnerships amounted to approximately $87 million and $47 million, 
respectively, which represented approximately 9% and 4% of the investment portfolio, as of June 30, 2017 and 
2016, respectively. 

The System earns additional investment income by lending investment securities to brokers via its custodian’s 
securities lending program. The brokers provide collateral to the System and generally use the borrowed 
securities to cover short sales and failed trades. The cash collateral received from the brokers is invested in a 
short-term investment fund in order to earn interest. For the years ended June 30, 2017 and 2016, net income 
from the securities lending activity amounted to approximately $30,000 and $113,000, respectively. 
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Investment Portfolio and Capital Markets Overview 
The System’s total investment assets, including member loans, collateral from securities lending transactions 
and cash equivalents (investment portfolio, including loans), as of June 30, 2017 totaled approximately 
$979 million. Member loans amounted to $523 million as of June 30, 2017. 

As of June 30, 2017, the System’s investment portfolio allocation, including member loans, was 70% in 
fixed-income investments, including loans receivable, 27% in equity securities, 2% in cash and short-term 
investments, and 1% in other investments as shown in the following chart: 

 

Fixed income, including 
loans
70%

Equity securities
27%

Cash equivalents and collateral from 
securities lending transactions

2%

Other investments
1%
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Economy and Capital Markets Overview 

United States Equity Overview for the fiscal year 2017: As of June 30, 2017, the S&P 500 was near a record 
high, up almost 15% since the U.S. presidential election in November 2016. It was the 26th new high in 
calendar year 2017. The market growth during this period was led by technology and financial stocks. Most of 
the economic statistics in the U.S. remained strong and were improving globally. The 2017 fiscal year 
concluded with a quarter-point rate hike by the Federal Reserve as they remained committed to their plan to 
normalize monetary policy. 

International Equity Overview for the Fiscal year 2017: International equity markets were the best performers 
for fiscal year 2017. The ACWI ex US index was up 20.5% in U.S. dollar terms and emerging markets were up 
almost 24% for the trailing 12 months. All global regions participated in this growth, led by over 26% growth 
among developed, small-capitalized companies and with very few countries up less than 10%. Unlike the 
United States, the developed market growth index lagged the developed market value index for the prior year. 

United States Fixed Income Overview for the Fiscal Year 2017: U.S. Treasuries, TIPS and municipal positions 
were all slightly negative for fiscal year 2017. High yield was the strong positive outlier up over 12%. Investment 
grade managers performed well if they participated more heavily in the credit sectors as spreads tightened 
across all credit qualities. Many non-dollar debt positions benefited with dollar weakness creating outsized 
performance in a more globally diverse fixed income portfolio. 

Total Fund Performance 
The total fund (excluding GDB cash) earned 6.5% net of investment manager fees for fiscal year 2017. The 
results were disappointing as the market had performed strongly since the U.S. presidential election in 
November 2016, but the System was not able to fully participate. Less than one-third of the remaining assets 
were liquid. The majority of the assets, approximately $523 million, were in the current employee and retiree 
loan program. The asset allocation plan adopted in fiscal year 2016 was never fully implemented. With the 
change in the System administration, a decision was made to use the remaining liquid assets to fund benefit 
payments. 

Over the fiscal year, the investment fund had net cash out flows of approximately $416 million. These outflows 
were largely used for benefit payments and represent 33% of the beginning year balance. 

Though the System was not able to fully take advantage of the strong equity market returns during this fiscal 
year with the need to raise substantial cash, the fund did earn 6.5% resulting in approximately $69 million in 
additional gains to the portfolio. As the liquid assets are removed, the focus will be two-fold. One, how to best 
manage the illiquid investments to maximize the benefit to the plan and two, how the entity must continue to 
service its members. 

Other Investments and Member Loans Transactions 

As of June 30, 2017, the System held approximately $523 million in member loans which represented 55% of 
the total investment portfolio, including loans. Member loan balances as of June 30, 2017 were $74 million 
lower than a year ago. 
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At the end of the 2017 fiscal year, the System had some exposure to limited partnerships of private equity 
investments valued at approximately $87 million, which represented 9% of the System’s total investment 
portfolio, including member loans. 

Funding Status 
The System was created by Act No. 447 of May 15, 1951 (Act No. 447) and, since its inception, lacked proper 
planning and funding. The levels of contributions were relatively low in comparison to the level of benefits. As 
more people joined the government labor force and then retired under the different benefit structures, the gap 
between the assets available to pay benefits and the actuarial obligation started its steeping course. 

During fiscal year 2007, the Board of Trustees approved the issuance of bonds in an effort to increase the 
funds available to pay pension benefits and to reduce the unfunded accrued actuarial pension liability. In 
connection with the Bonds, the System pledge employers contributions, as defined in the ERS Bond 
Resolution, made after the date of issuance of the first series of Bonds to the payment of the Bonds, invested 
the proceeds of the Bonds, and used these investments and the earnings thereon to provide pension benefits 
to beneficiaries. Specifically, on January 31, 2008, the System issued the first series of the Bonds, which 
consisted of approximately $1,589 million aggregate principal amount of Senior Pension Funding Bonds, 
Series A. On June 2, 2008, the System issued the second of such series of Bonds, which consisted of 
approximately $1,059 million aggregate principal amount of Senior Pension Funding Bonds, Series B. Finally, 
on June 30, 2008, the System issued the third and final of such series of Bonds, which consisted of 
approximately $300 million aggregate principal amount of Senior Pension Funding Bonds, Series C. 

Despite these efforts, the System’s actuarial obligation continued its increasing trend as a result of the growth 
in the size and longevity of the pensioner population and the fact that incoming pensioners were entitled to 
even higher annuities based on their higher salaries. 

Prior to fiscal year 2017, the Commonwealth enacted a series of laws to deal with the funding issues that the 
System experienced. For example, in 2011, the Commonwealth enacted Law 116 to increase the employers’ 
contribution rate from 9.275% to 10.275% of employee compensation for the 2011-2012 fiscal year, 1% 
annually for each of the next four years, and 1.25% annually for each of the five years thereafter, capped at an 
aggregate contribution rate of 20.525% effective July 1, 2020. Other measures taken to improve the System’s 
funding, included: (1) improving the collection of late contributions by receiving such contributions directly from 
the Municipal Revenue Collection Center (known as CRIM by its Spanish acronym) when a municipality fails to 
send their contributions within 30 days from the due date or from the Department of Treasury of the 
Commonwealth in the case of public corporations; (2) implementation of Act No. 70 establishing early 
retirement incentives; (3) revision of the Employee Personal Loan Policy by reducing personal and cultural loan 
amounts to $5,000 each, from $15,000 and $10,000, respectively; and (4) the receipt of approximately 
$162.5 million in bonds issued by the Puerto Rico Sales Tax Financing Corporation (known as COFINA by its 
Spanish acronym). 

In 2013, the Commonwealth enacted Law 3 that reformed the System by, among other measures, reducing 
benefits, increasing employee contributions, and, in the case of active employees who were entitled to the 
defined benefits program, replacing most of the defined benefit elements of the system with a defined 
contribution system. Based on the statutory funding requirements prior to this reform, the annual benefit 
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payments and administrative expenses of the System were significantly larger than the member and employer 
contributions made to the System. 

Act No. 3 2013 amended Act No. 447, Act No. 1 of 1990 (Act No. 1) and Act No. 305 to establish, among other 
things, a defined contribution program similar to the System 2000 Program (the Contributory Hybrid Program) 
to be administered by the System. All regular employees hired for the first time on or after July 1, 2013, became 
part of the Contributory Hybrid Program. Also, Act No. 3 froze all retirement benefits accrued through June 30, 
2013 under the Defined Benefit Program, and thereafter, all future benefits accrued under the defined 
contribution formula used for the 2000 System Program participants. Ceasing future defined benefit accruals 
under Act No. 447 and Act No. 1 and converting to a member-funded hybrid plan resulted in lower benefit 
payments. 

On June 27, 2017, the Treasury Department issued Circular Letter No. 1300-46-17 in order to convey to the 
Commonwealth central government agencies, public corporations and municipalities the procedures to adopt, 
effective, July 1, 2017, the new “pay-as-you-go” (PayGo) system. With the start of the fiscal year 2018, 
employers’ contributions, contributions ordered by special laws, and the Additional Uniform Contribution were 
eliminated. A monthly PayGo charge was implemented to cover the actual cost of pension payments and that is 
remitted by the aforementioned government entities to pay benefits to their respective retirees. The System 
helps determine and administer the payment amount per each current retiree that is charged to each 
Commonwealth central government agency, public corporation and municipality. 

On August 23, 2017, the Governor signed into law Act 106-2017, which created the legal framework for the 
Commonwealth to guarantee payments to pensioners through the PayGo system. Among other things, 
Act 106-2017 also created a Defined Contribution Plan for current employees under which future benefits will 
not accumulate. 

At June 30, 2017, the System’s pension plan consisted of three different benefit structures, which were 
administrated according to the specifications in each applicable pension benefit law. For all plan members, 
employee contributions range from 8.275% to 10% of their salary, as specified by the employee. Under all 
structures, employers’ contributions during the fiscal year ended June 30, 2017 were 15.275% of the employee 
salary. Based on the last actuarial valuation at June 30, 2017, the employers’ net pension liability amounted to 
approximately $32,201 million, with a plan fiduciary net deficit position as a percentage of the total pension 
liability of negative 7.01%. The liability for postemployment healthcare benefits amounted to approximately 
$1,138 million as of June 30, 2017 and was fully unfunded. 

Capital Assets 
The total aggregate amount of the System’s investment in capital assets (net of accumulated depreciation) was 
approximately $9.9 million and $9.7 million as of June 30, 2017 and June 30, 2016, respectively. Capital assets 
include land, building and improvements, construction in progress, and equipment. Building and improvements 
consist of the facilities in which the System conducts its operations. 
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Debt Administration 
Long-term debt obligations include the System’s senior funding bonds and amounted to approximately 
$3,166 million and $3,135 million as of June 30, 2017 and 2016, respectively. The System has issued three 
series of revenue bonds designated as “Senior Pension Funding Bonds”, the proceeds of which were used 
mainly to increase the funds available to pay pension benefits to certain of its beneficiaries and reduce its 
unfunded actuarial accrued liability. The Bonds are limited, nonrecourse obligations of the System, payable 
solely from and secured solely by a pledge of employer contributions, as defined in the ERS Bond Resolution, 
made after the date of issuance of the first series of Bonds, and from funds held on deposit with the Bank of 
New York Mellon (the Fiscal Agent). The Bonds are not payable from contributions made to the System by 
participating employees, or from the assets acquired with the proceeds of the Bonds, or from employer 
contributions released by the Fiscal Agent to the System after funding of required reserves, or from any other 
assets of the System. These bonds are currently rated “C” by Moody’s Investors Service and “CC” by Standard 
& Poor’s Ratings Services. Refer to note 10 to the basic financial statements for further information regarding 
the System’s long-term obligations. For the suspension of the monthly payments to the trustee of the System’s 
bonds, refer to note 14 of the basic financial statements. 

Requests for Information 
This financial report is designed to provide a general overview of the System’s finances, comply with related 
laws and regulations, and demonstrate commitment to public accountability. Questions concerning any of the 
information provided in this report or requests for additional information should be addressed to the 
Commonwealth of Puerto Rico Government Employees and Judiciary Retirement Systems Administration, 
Avenida Jose de Diego, Parada 22 Centro Gubernamental Minillas, Edificio Torre Norte, Piso 11, San Juan, 
Puerto Rico, 00940. 
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Post
employment
healthcare

Pension benefits Total

Assets:
Cash and cash equivalents:

Deposits at commercial banks:
Unrestricted $ 257,879  —  257,879  
Restricted 202,295  —  202,295  

Money market funds:
Unrestricted 2,340  —  2,340  
Restricted 13,279  —  13,279  

U.S. Treasury bill – restricted 909  —  909  

Total cash and cash equivalents 476,702  —  476,702  

Receivables, net:
Employers – net of allowance for uncollectible

accounts of $1,029,739 36,172  —  36,172  
Due from Retirement System for the Judiciary

of the Commonwealth of Puerto Rico 627  —  627  
Investments sold 401  —  401  
Other 17,259  —  17,259  

Total receivables, net 54,459  —  54,459  

Collateral from securities lending transactions 7,359  —  7,359  

Investments:
Bonds and notes 163,187  —  163,187  
Nonexchange commingled trust funds 181,699  —  181,699  
Investments in limited partnerships 87,069  —  87,069  

Total investments 431,955  —  431,955  

Member loans and interest receivable – net 523,443  —  523,443  
Capital assets – net 9,902  —  9,902  
Other assets 816  —  816  

Total assets 1,504,636  —  1,504,636  

15 (Continued)
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(In thousands)

Post
employment
healthcare

Pension benefits Total

Liabilities:
Accounts payable and accrued liabilities $ 279,366  —  279,366  
Bond interest payable 14,076  —  14,076  
Securities lending obligations 7,359  —  7,359  
Due to Commonwealth of Puerto Rico 98,044  —  98,044  
Escrow funds of mortgage loans and guarantee

insurance reserve for member loans 11,018  —  11,018  
Accrued Investment Expense 541  —  541  
Bonds payable 3,166,472  —  3,166,472  
Other liabilities 36,613  —  36,613  

Total liabilities 3,613,489  —  3,613,489  

Contingencies (note 13) —  —  —  

Unrestricted net deficit position $ (2,108,853) —  (2,108,853) 

See accompanying notes to basic financial statements.
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(In thousands)

Post
employment
healthcare

Pension benefits Total

Additions:
Contributions:

Employer contributions:
Basic benefits, net of provision for uncollectible contributions

of $405,661 $ 726,911  —  726,911  
Special benefits 194,626  91,280  285,906  

Member contributions 320,095  —  320,095  

Total contributions 1,241,632  91,280  1,332,912  

Investment income:
Net depreciation in fair value of investments (7,856) —  (7,856) 
Impairment loss on deposits with governmental bank (note 6) (9,218) —  (9,218) 
Interest 46,800  —  46,800  
Dividends 253  —  253  
Less investment expense, other than from securities lending (1,854) —  (1,854) 

Net income from investing, other than from securities
lending 28,125  —  28,125  

Securities lending income 30  —  30  

Net investment income 28,155  —  28,155  

Other income 56,626  —  56,626  

Total additions 1,326,413  91,280  1,417,693  

Deductions:
Benefits paid to participants:

Annuities 1,320,005  —  1,320,005  
Special benefits 194,626  91,280  285,906  
Death benefits 10,064  —  10,064  

Refunds of contributions 35,229  —  35,229  
Interest on bonds payable 198,084  —  198,084  
General and administrative 24,358  —  24,358  
Other expenses 387,015  —  387,015  

Total deductions 2,169,381  91,280  2,260,661  

Net decrease in net position (842,968) —  (842,968) 

Net position (deficit):
Beginning of year (1,265,885) —  (1,265,885) 

End of year $ (2,108,853) —  (2,108,853) 

See accompanying notes to basic financial statements.
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(1) Organization
The Employees’ Retirement System of the Government of the Commonwealth of Puerto Rico (the System)
is a trust created by the Legislature of the Commonwealth of Puerto Rico (the Legislature) pursuant to Act
No. 447 on May 15, 1951 (Act No. 447), as amended, to provide pension and other benefits to retired
employees of the Commonwealth, its public corporations and municipalities. Prior to August 23, 2017, the
System administered a cost-sharing, multi-employer, pension plan (the pension plan). The System also
administers post-employment healthcare benefits provided by the Commonwealth  of Puerto Rico
(the Commonwealth) to retired plan members (the Employees’ Retirement System of the Government of
Puerto Rico and its Instrumentalities Medical Insurance Plan Contribution – ERS MIPC), an unfunded,
cost-sharing, multi-employer defined benefit other postemployment benefit plan.

The System is considered an integral part of the Commonwealth’s financial reporting entity and is included 
in the Commonwealth’s basic financial statements as a pension trust fund. The System, is a governmental 
retirement plan, and as such is excluded from the provisions of the Employee Retirement Income Security 
Act of 1974 (ERISA). Income earned by the System is not subject to Federal and Puerto Rico taxes. 

Under Act No. 447, until August 23, 2017, the System was governed by an 11-member board of trustees 
(the Board of Trustees), composed of (i) four ex-officio members (or their designees): the Secretary of 
Treasury of the Commonwealth, the President of the Government Development Bank for Puerto Rico 
(GDB), the Commissioner of Municipal Affairs, and the Director of the Office of Human Resources of the 
Commonwealth; (ii) three members appointed to three-year terms by the Governor of the Commonwealth 
(the Governor), two of whom had to be members of the System and one member of the Retirement System 
for the Judiciary of the Commonwealth of Puerto Rico (JRS), each with at least ten years of credited 
service; (iii) two members who had to be pensioners of the System and JRS, respectively; (iv) the 
President of the Federation of Mayors; and (v) the President of the Association of Mayors. As of June 30, 
2017, the System was governed by the Board of Trustees. 

On August 23, 2017, Act 106-2017 dissolved the Board of Trustees and established a new Retirement 
Board of the Government of Puerto Rico (the Retirement Board), to govern all of the Commonwealth’s 
Retirement Systems, including the System. The Retirement Board is comprised of 13 members, composed 
of (i) six ex-officio members (or their designees): the Executive Director of the Puerto Rico Fiscal Agency 
and Financial Advisory Authority (FAFAA), the Secretary of Treasury of the Commonwealth, the Director of 
the Office of Management and Budget, the Director of the Office for the Administration and Transformation 
of Human Resources of the Government of Puerto Rico, the President of the Federation of Mayors, and the 
President of the Association of Mayors; (ii) three Governor-appointed representatives of the teachers of the 
Department of Education, the public corporations, and the Judiciary Branch; and (iii) four additional 
Governor-appointed members as representatives of the public interest. As of the date of these financial 
statements, there are two vacancies in the Retirement Board. For additional information regarding Act 
106-2017, refer to note 14 of the basic financial statements
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Prior to August 23, 2017, the System and the Retirement System for the Judiciary of the Commonwealth of 
Puerto Rico (JRS), also a component unit of the Commonwealth, were both administered by the Puerto 
Rico Government Employees and Judiciary Retirement Systems Administration (the ERS and JRS 
Administration). The ERS and JRS Administration allocated 97.93% of its general and administrative 
expenses to the System during the fiscal year ended June 30, 2017. The methodology used to determine 
the allocation is based on total employers’ and participating employees’ contributions to the System, 
divided by the aggregate total of employers’ and participating employees’ contributions to the System and 
JRS, combined. 

(2) Summary of Significant Accounting Policies
The following are the significant accounting policies followed by the System in the preparation of its
financial statements:

(a) Basis of Presentation
The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with U.S. generally accepted accounting principles (GAAP) as applicable to governmental
organizations per the Governmental Accounting Standards Board (GASB) pronouncements. Plan
member contributions are recognized in the period in which the contributions are due. Employer
contributions are recognized when due and the employer has legal requirement to provide the
contributions. Benefits and refunds are recognized when legally due and payable.

(b) Use of Estimates
The preparation of the basic financial statements requires management to make significant estimates
and assumptions relating to the reporting of assets and liabilities and in the disclosures of
contingencies to prepare these financial statements in conformity with GAAP. The System’s most
significant estimates relate to the total pension liability, the allowance for uncollectible amounts of
member loans and accounts receivable and the valuation of certain investments. Due to the inherent
nature of these estimates, actual results could differ from those estimates.

(c) Cash and Cash Equivalents
Cash equivalents include all highly liquid debt instruments with original maturities of three months or
less from the date of acquisition and consist of money market funds, U.S. Treasury bills, and
certificates of deposit in GDB (a component unit of the Commonwealth) and in commercial banks.
Restricted cash deposited with GDB consists of payments received from mortgage loan holders in the
servicing of loans (escrow accounts), expired checks not claimed by the plan members restricted for
repayments, and temporary amounts to be transferred to the Bank of New York Mellon (trustee)
restricted for bond debt service requirements. Restricted money market funds consist of funds held by
the trustee to maintain the debt service funds and the sinking funds for the repayment of the System’s
bonds payable.
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(d) Investments
Investments are reported at fair value. The fair value of investments is based on quoted prices, if
available. The System has investments in limited partnerships and non-exchange commingled trust
funds valued at approximately $87 million and $182 million, respectively, as of June 30, 2017. Fair
values of investments in limited partnerships have been estimated in the absence of readily
determinable fair values, based on information provided by the underlying fund managers. Non-
exchange commingled trust funds are reported at their net asset value (NAV). The NAV includes the
market value of the securities in the fund plus any receivables, payables, and accrued fund expenses.

Securities purchases and sales are recorded on a trade-date basis. Realized gains and losses from the
sale of securities and unrealized changes in the fair value of outstanding securities are included in net
appreciation (depreciation) in fair value of investments. Realized gains and losses are computed as the
difference between the proceeds of the sale and the cost of the investment sold, determined by the
average cost method. Interest income is recorded as earned on an accrual basis. Dividend income is
recorded on the ex-dividend date.

(e) Member Loans
Mortgage, personal, and cultural trip loans to plan members are stated at their outstanding principal
balance less an allowance for uncollectible amounts. The maximum amount that was loaned to plan
members for mortgage loans is $100,000 and $5,000 for personal, and cultural trip loans.

At June 30, 2017, the System serviced mortgage loans with an aggregate principal balance of
approximately $161 million at June 30, 2017, related to certain mortgage loans sold to the Federal
National Mortgage Association for a fee of 0.25%. The sale contract stipulates that the System must
repurchase any loans with payments in arrears over 90 days.

(f) Guarantee Insurance Reserve for Member Loans
Premiums collected and benefits claimed are recorded as additions and deductions, respectively. The
guarantee insurance reserve for life insurance on loans to plan members is revised each year and
adjusted accordingly based on the annual higher claim amount of a five-year period increased by a
management determined percentage.

(g) Capital Assets
Capital assets include building, building improvements, and furniture and equipment. The System
defines capital assets as assets with an initial individual cost of $500 or more at the date of acquisition
and a useful life equal to or in excess of four years. Capital assets are recorded at historical cost, or
their estimated historical cost, if actual historical costs are not available. Donated capital assets are
recorded at their estimated fair value at time of donation.
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Capital assets are depreciated on the straight-line method over the assets estimated useful life. There 
is no depreciation recorded for construction in progress. The estimated useful lives of capital assets are 
as follows: 

Years

Building 50
Buildings improvements 10
Equipment, furniture, fixtures, and

vehicles 5–10

(h) Termination Benefits
The System accounts for termination benefits in accordance with GASB Statement No. 47, Accounting
for Termination Benefits. Pursuant to the provisions of GASB Statement No. 47, the System, as an
employer, should recognize a liability and expense for voluntary termination benefits (for example, early
retirement incentives) when the offer is accepted and the amount can be estimated. A liability and
expense for involuntary termination benefits (for example, severance benefits) should be recognized
when a plan of termination has been approved by those with the authority to commit the government to
the plan, the plan has been communicated to the employees, and the amount can be estimated.

(i) Recently Issued Accounting Pronouncements
The following new accounting standards have been issued but are not yet effective during the fiscal
year ending June 30, 2017:

 GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other
Than Pensions (and Certain Issues Related to OPEB Plan Reporting). This Statement replaces the
requirements of Statements No. 45, Accounting and Financial Reporting by Employers for
Postemployment Benefits Other Than Pensions, as amended, and No. 57, OPEB Measurements
by Agent Employers and Agent Multiple-Employer Plans, for OPEB. This statement establishes
new accounting and financial reporting requirements for OPEB plans. The provisions of this
statement are effective for fiscal years beginning after June 15, 2017. The System is evaluating the
impact of this new statement.

 GASB Statement No. 82, Pension Issues – an Amendment of GASB Statements No 67, No. 68
and No. 73. This Statement addresses certain issues that have been raised with respect to
GASB Statements No. 67, No. 68, and No. 73. The Statement is designed to improve consistency
in the application of the pension standards by clarifying or amending related areas of existing
guidance. Specifically, this Statement addresses issues regarding (1) the presentation of
payroll-related measures in required supplementary information, (2) the selection of assumptions
and the treatment of deviations from the guidance in an Actuarial Standard of Practice for financial
reporting purposes, and (3) the classification of payments made by employers to satisfy employee
(plan member) contribution requirements. Prior to the issuance of this Statement,
GASB Statements No. 67 and No. 68 required presentation of covered-employee payroll, which is

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 326 of 471



EMPLOYEES’ RETIREMENT SYSTEM OF THE GOVERNMENT 
OF THE COMMONWEALTH OF PUERTO RICO 

(A Component Unit of the Commonwealth of Puerto Rico) 
Notes to Basic Financial Statements 

June 30, 2017 

22 (Continued) 

the payroll of employees that are provided with pensions through the pension plan, and ratios that 
use that measure, in schedules of required supplementary information. This Statement amends 
GASB Statements No. 67 and No. 68 to instead require the presentation of covered payroll, 
defined as the payroll on which contributions to a pension plan are based, and ratios that use that 
measure. This Statement clarifies that a deviation, as the term is used in Actuarial Standards of 
Practice issued by the Actuarial Standards Board, from the guidance in an Actuarial Standard of 
Practice is not considered to be in conformity with the requirements of GASB Statement No. 67, 
GASB Statement No. 68, or GASB Statement No. 73 for the selection of assumptions used in 
determining the total pension liability and related measures. This Statement clarifies that payments 
that are made by an employer to satisfy contribution requirements that are identified by the pension 
plan terms as plan member contribution requirements should be classified as plan member 
contributions for purposes of GASB Statement No. 67 and as employee contributions for purposes 
of GASB Statement No. 68. It also requires that an employer’s expense and expenditures for those 
amounts be recognized in the period for which the contribution is assessed and classified in the 
same manner as the employer classifies similar compensation other than pensions (for example, 
as salaries and wages or as fringe benefits). The requirements of this Statement are effective for 
reporting periods beginning after June 15, 2016, except for the requirements of this Statement for 
the selection of assumptions in a circumstance in which an employer’s pension liability is measured 
as of a date other than the employer’s most recent fiscal year-end. In that circumstance, the 
requirements for the selection of assumptions are effective for that employer in the first reporting 
period in which the measurement date of the pension liability is on or after June 15, 2017. The 
System already adopted the requirements of this statement except for the amendments related to 
the selection of assumptions mentioned above for which the System is evaluating the impact of this 
new requirement. 

 GASB Statement No. 85, Omnibus 2017. The objective of this Statement is to address practice
issues that have been identified during implementation and application of certain
GASB Statements. This Statement addresses a variety of topics including issues related to
blending component units, goodwill, fair value measurement and application, and postemployment
benefits (pensions and other postemployment benefits (OPEB). The provisions of this Statement
are effective for financial statements for periods beginning after June 15, 2017. The System is
evaluating the impact of this new statement.

 GASB Statement No. 87, Leases. The objective of this Statement is to better meet the information
needs of financial statement users by improving accounting and financial reporting for leases by
governments. This Statement increases the usefulness of governments’ financial statements by
requiring recognition of certain lease assets and liabilities for leases that previously were classified
as operating leases and recognized as inflows of resources or outflows of resources based on the
payment provisions of the contract. It establishes a single model for lease accounting based on the
foundational principle that leases are financings of the right to use an underlying asset. Under this
Statement, a lessee is required to recognize a lease liability and an intangible right-to-use lease
asset, and a lessor is required to recognize a lease receivable and a deferred inflow of resources,
thereby enhancing the relevance and consistency of information about governments’ leasing
activities. The provisions of this Statement are effective for financial statements for periods
beginning after December 15, 2019. The System is evaluating the impact of this new statement.
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 GASB Statement No. 88, Certain disclosures related to debt, including direct borrowings and direct
placements. The primary objective of this Statement is to improve the information that is disclosed
in notes to government financial statements related to debt, including direct borrowings and direct
placements. It also clarifies which liabilities governments should include when disclosing
information related to debt. This Statement defines debt for purposes of disclosure in notes to
financial statements as a liability that arises from a contractual obligation to pay cash (or other
assets that may be used in lieu of cash) in one or more payments to settle an amount that is fixed
at the date the contractual obligation is established. This Statement requires that additional
essential information related to debt be disclosed in notes to financial statements, including unused
lines of credit; assets pledged as collateral for the debt; and terms specified in debt agreements
related to significant events of default with finance-related consequences, significant termination
events with finance-related consequences, and significant subjective acceleration clauses. For
notes to financial statements related to debt, this Statement also requires that existing and
additional information be provided for direct borrowings and direct placements of debt separately
from other debt. The provisions of this Statement are effective for financial statements for periods
beginning after June 15, 2018. The System is evaluating the impact of this new statement.

(3) Going Concern Uncertainty
As of June 30, 2017, the System was severely underfunded with a net pension liability of approximately
$32,201 million and a fiduciary net deficit position of approximately $2,109 million. As a result of fiscal and
economic challenges, on May 3, 2017, the Financial Oversight and Management Board for Puerto Rico
(the Oversight Board) – at the request of the Governor – commenced a Title III case for the Commonwealth
by filing a petition for relief under Title III of the Puerto Rico Oversight Management and Economic Stability
Act (PROMESA) in the United States District Court for the District of Puerto Rico (the Title III Court). By
commencing a Title III case, the Commonwealth was able to ensure the delivery of essential services to the
public and the payment of government payroll and essential suppliers.

On May 21, 2017, the Oversight Board – at the request of the Governor – similarly commenced a Title III 
case for the System by filing a petition for relief in the Title III Court. On June 15, 2017, the United States 
Trustee appointed an Official Committee of Retired Employees in the Commonwealth’s Title III case. 

As further described in note 14 to the basic financial statements, in July 2017, the System sold investments 
in the total aggregate amount of approximately $297 million and transferred approximately $190 million of 
the net proceeds to the Treasury Department as required under Joint Resolution 188. 

Management’s Conclusion on Going Concern Consideration 

Based on the fiscal and financial difficulties of both the Commonwealth and the System discussed above, 
management believes there is substantial doubt about the ability of the System to continue as a going 
concern. 
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Management’s Remediation Plan 

On June 27, 2017, the Treasury Department issued Circular Letter No. 1300-46-17 in order to convey to 
the Commonwealth central government agencies, public corporations and municipalities the new 
implementation procedures to adopt, effective, July 1, 2017, a new PayGo system for the payment of 
pensions. Subsequently, on August 23, 2017, the Governor signed into law Act 106-2017, which 
established by law the PayGo system for the payment of accumulated pension benefits by the 
Commonwealth and reformed the System so that its active participants would deposit their individual 
contributions in a new Defined Contribution Plan, among other significant changes. For additional 
information on the PayGo system and Act 106-2017, refer to note 14 to the basic financial statements. 

Act 106-2017 also suspended the System’s loan program and seeks to reduce general and administrative 
expenses mostly through employee attrition due to normal retirement and reduction in professional services 
contracts. 

(4) Plan Description
Pension Benefits

Before August 23, 2017, the System administered different benefit structures pursuant to Act No. 447, as
amended, including a cost-sharing, multi-employer, defined benefit program, a defined contribution
program (System 2000 program) and a contributory hybrid program. Benefit provisions vary depending on
member’s date of hire. Substantially all full-time employees of the Commonwealth and its instrumentalities
(73 Commonwealth agencies, 78 municipalities, and 55 public corporations, including the System) are
covered by the System. Membership is mandatory for all regular, appointed, and temporary employees of
the Commonwealth at the date of employment. Membership is optional for the Governor of the
Commonwealth, Commonwealth secretaries, head of public agencies and instrumentalities, among others.

At July 1, 2016, membership of the System consisted of the following:

Retirees and beneficiaries currently receiving benefits 108,035
Current participating employees – defined benefit 53,832
Current participating employees – System 2000 and Act No. 3 64,825
Disabled members, receiving benefits 14,722

Total membership 241,414

The benefits provided to members of the System are established by Commonwealth law and may be 
amended only by the Legislature with the Governor’s approval. Act No. 3, in conjunction with other recent 
funding and design changes, provided for a comprehensive reform of the System. This summary details the 
provisions under Act No. 3. 
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Certain provisions are different for the three groups of members who entered the System prior to July 1, 
2013 as described below: 

 Members of Act No. 447 are generally those members hired before April 1, 1990. (contributory, defined
benefit program)

 Members of Act No. 1 are generally those members hired on or after April 1, 1990 and on or before
December 31, 1999. (contributory, defined benefit program)

 Members of Act No. 305 (or System 2000) are generally those members hired on or after January 1,
2000 and on or before June 30, 2013. (defined contribution program)

All regular employees hired for the first time on or after July 1, 2013, and former employees who 
participated in the defined benefit program and the System 2000 program, and were rehired on or after 
July 1, 2013, become members of the Contributory Hybrid Program as a condition to their employment. In 
addition, employees who at June 30, 2013, were participants of previous programs became part of the 
Contributory Hybrid Program on July 1, 2013. 

Each member has a non-forfeitable right to the value of their account. Members have three options to 
invest their contributions. Investment income is credited to the member’s account semi-annually. The 
Commonwealth does not guarantee benefits at retirement age. 

The assets of the defined benefit program, the defined contribution program and the Contributory Hybrid 
Program were pooled and invested by the System. 

This summary of the System’s pension plan provisions is intended to describe the essential features of the 
plan before the enactment of Act 106-2017. All eligibility requirements and benefit amounts shall be 
determined in strict accordance with the applicable plan documents. 

(a) Service Retirements
(1) Eligibility for Act No. 447 Members – Act No. 447 members who were eligible to retire as of

June 30, 2013 continue to be eligible to retire at any time. Prior to July 1, 2013, Act No. 447
members could retire upon (1) attainment of age 55 with 25 years of credited service,
(2) attainment of age 58 with 10 years of credited service, (3) any age with 30 years of credited
service, (4) for Public Officers in High Risk Positions (the Commonwealth Police and Firefighter
Corps, the Municipal Police and Firefighter Corps and the Custody Office Corps), attainment of
age 50 with 25 years of credited service, and (5), for Mayors of municipalities, attainment of age 50
with 8 years of credited service as a Mayor. In addition, Act No. 447 members who attained
30 years of credited service by December 31, 2013 are eligible to retire at any time.
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Act No. 447 members who were not eligible to retire as of June 30, 2013 and did not attain 
30 years of credited service by December 31, 2013 are eligible to retire upon attainment of the 
retirement eligibility age shown in the table below with 10 years of credited service. 

Attained age
as of June 30, Retirement

Date of birth 2013 eligibility age

July 1, 1957 or later 55 or less 61
July 1, 1956 to June 30, 1957 56 60
Before July 1, 1956 57 and up 59

In addition to the requirements in the table above, Act No. 447 provides that Public Officers in High 
Risk Positions who were not eligible to retire as of June 30, 2013 and did not attain 30 years of 
credited service by December 31, 2013 are eligible to retire directly from active service upon the 
attainment of age 55 with 30 years of credited service. 

(2) Eligibility for Act No. 1 Members – Act No. 1 members who were eligible to retire as of June 30,
2013 continue to be eligible to retire at any time. Prior to July 1, 2013, Act No. 1 members could
retire upon (1) attainment of age 55 with 25 years of credited service, (2) attainment of age 65 with
10 years of credited service, (3) for Public Officers in High Risk Positions, any age with 30 years of
credited service, and (4) for Mayors, attainment of age 50 with 8 years of credited service as a
Mayor.

Act No. 1 members who were not eligible to retire as of June 30, 2013 are eligible to retire upon
attainment of age 65 with 10 years of credited service. In addition, Act No. 1 Public Officers in High
Risk Positions who were not eligible to retire as of June 30, 2013 are eligible to retire directly from
active service upon the attainment of age 55 with 30 years of credited service.

(3) Eligibility for System 2000 Members – System 2000 members who were eligible to retire as of
June 30, 2013 continue to be eligible to retire at any time. Prior to July 1, 2013, System 2000
members could retire upon attainment of age 55 for Public Officers in High Risk Positions and
attainment of age 60 otherwise.
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System 2000 members who were not eligible to retire as of June 30, 2013 are eligible to retire upon 
attainment of age 55 for Public Officers in High Risk Positions and upon attainment of the 
retirement eligibility age shown in the table below otherwise. 

Attained age
as of June 30, Retirement

Date of birth 2013 eligibility age

July 1, 1957 or later 55 or less 65
July 1, 1956 to June 30, 1957 56 64
July 1, 1955 to June 30, 1956 57 63
July 1, 1954 to June 30, 1955 58 62
Before July 1, 1954 59 and up 61

(4) Eligibility for Members Hired after June 30, 2013 – Attainment of age 58 if a Public Officer in a High
Risk Position and attainment of age 67 otherwise.

(b) Service Retirement Annuity Benefits
An annuity is payable for the lifetime of the member equal to the annuitized value of the balance in the
Defined Contribution Hybrid Contribution Account at the time of retirement, plus, for Act No. 447 and
Act No. 1 members, the accrued benefit determined as of June 30, 2013. If the balance in the Defined
Contribution Hybrid Contribution Account is $10,000 or less, it shall be paid as a lump sum instead of
as an annuity. For System 2000 participants this service retirement annuity benefit is not available.

(1) Accrued Benefit as of June 30, 2013 for Act No. 447 Members – The accrued benefit as of
June 30, 2013 shall be determined based on the average compensation, as defined, for Act
No. 447 members, the years of credited service, and the attained age of the member all as of
June 30, 2013. For Act No. 447 Mayors, the highest compensation, as defined, as a Mayor is
determined as of June 30, 2013.

If the Act No. 447 member had at least 30 years of credited service as of June 30, 2013, the
accrued benefit equals 65% of average compensation if the member was under age 55 as of
June 30, 2013 or 75% of average compensation if the member was at least age 55 as of June 30,
2013. For participants selecting to coordinate with social security (the Coordination Plan), the
benefit is re-calculated at the Social Security Retirement Age (SSRA), as defined, as 1.5% of
average compensation up to $6,600 multiplied by years of credited service, up to 30 years, plus
65% (75% if member was at least age 55 as of June 30, 2013) of average compensation in excess
of $6,600.

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 332 of 471



EMPLOYEES’ RETIREMENT SYSTEM OF THE GOVERNMENT 
OF THE COMMONWEALTH OF PUERTO RICO 

(A Component Unit of the Commonwealth of Puerto Rico) 
Notes to Basic Financial Statements 

June 30, 2017 

28 (Continued) 

If the Act No. 447 member had less than 30 years of credited service as of June 30, 2013, and 
attains 30 years of credited service by December 31, 2013, the accrued benefit equals 55% of 
average compensation if the member was under age 55 as of June 30, 2013 or 60% of average 
compensation if the member was at least age 55 as of June 30, 2013. For participants selecting the 
Coordination Plan, the benefit is re-calculated at SSRA as 1.5% of average compensation up to 
$6,600 multiplied by years of credited service, up to 30 years, plus 55% (60% if member was at 
least age 55 as of June 30, 2013) of average compensation in excess of $6,600. Member 
contributions received from Act No. 447 members eligible for this transitory benefit during the 
period beginning July 1, 2013 and ending upon the attainment of 30 years of credited service are 
considered pre-July 1, 2013 contributions; the contributions to the Defined Contribution Hybrid 
Contribution Account begin after the member attains 30 years of credited service. 

If the Act No. 447 member had less than 30 years of credited service as of December 31, 2013, the 
accrued benefit equals 1.5% of average compensation multiplied by years of credited service up to 
20 years, plus 2% of average compensation multiplied by years of credited service in excess of 
20 years. Maximum benefit is 75% of average compensation. Except for Commonwealth Police 
and Commonwealth Firefighters, the benefit is actuarially reduced for each year payment 
commences prior to age 58. For participants selecting the Coordination Plan, the basic benefit is 
re-calculated at SSRA as 1% of average compensation up to $6,600 multiplied by years of credited 
service up to 20 years, plus 1.5% of average compensation up to $6,600 multiplied by years of 
credited service in excess of 20 years, plus 1.5% of average compensation in excess of $6,600 
multiplied by years of credited service up to 20 years, plus 2.0% of average compensation in 
excess of $6,600 multiplied by years of credited service in excess of 20 years. Except for Police 
and Firefighters, the benefit is actuarially reduced for each year payment commences prior to 
age 58. 

For Act No. 447 Mayors with at least 8 years of credited service as a mayor, the accrued benefit 
will not be less than 5% of highest compensation, as defined, as a Mayor for each year of credited 
service as a Mayor up to 10 years, plus 1.5% of highest compensation as Mayor for each year of 
non-Mayoral credited service up to 20 years, plus 2.0% of highest compensation as Mayor for each 
year of non-Mayoral credited service in excess of 20 years. Non-Mayoral credited service includes 
service earned as a Mayor in excess of 10 years. Maximum benefit is 90% of highest 
compensation as a Mayor. 

(2) Accrued Benefit as of June 30, 2013 for Act No. 1 Members – The accrued benefit as of June 30,
2013 shall be determined based on the average compensation for Act No. 1 members, the years of
credited service, and the attained age of the member all as of June 30, 2013. For Act No. 1
Mayors, the highest compensation as a Mayor is determined as of June 30, 2013.

If the Act No. 1 member is a police officer or firefighter with at least 30 years of credited service as 
of June 30, 2013, the accrued benefit equals 65% of average compensation if the member was 
under age 55 as of June 30, 2013 or 75% of average compensation if the member was at least 
age 55 as of June 30, 2013. 
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For all other Act No. 1 members, the accrued benefit equals 1.5% of average compensation 
multiplied by years of credited service. The benefit is actuarially reduced for each year payment 
commences prior to age 65. 

For Act No. 1 Mayors with at least 8 years of credited service as a mayor, the accrued benefit will 
not be less than 5% of highest compensation as a Mayor for each year of credited service as a 
Mayor up to 10 years, plus 1.5% of highest compensation as Mayor for each year of non-Mayoral 
credited service up to 20 years, plus 2.0% of highest compensation as Mayor for each year of 
non-Mayoral credited service in excess of 20 years. Non-Mayoral credited service includes service 
earned as a Mayor in excess of 10 years. Maximum benefit is 90% of highest compensation as a 
Mayor. 

(c) Compulsory Retirement
All Act No. 447 and Act No. 1 Public Officers in High Risk Positions must retire upon attainment of
age 58 and 30 years of credited service. A two year extension may be requested by the member from
the Superintendent of the Puerto Rico Police, the Chief of the Firefighter Corps, or supervising authority
as applicable.

(d) Termination Benefits
(1) Lump Sum Withdrawal

Eligibility: A Member is eligible upon termination of service prior to 5 years of service or if the
balance in the Defined Contribution Hybrid Contribution Account is $10,000 or less.

Benefit: The benefit equals a lump sum payment of the balance in the Defined Contribution Hybrid
Contribution Account as of the date of the permanent separation of service.

(2) Deferred Retirement

Eligibility: A Member is eligible upon termination of service with 5 or more years of service
(10 years of credited service for Act No. 447 and Act No. 1 members) prior to the applicable
retirement eligibility, provided the member has not taken a lump sum withdrawal of the
accumulated contributions and the Defined Contribution Hybrid Contribution Account.

Benefit: An annuity payable for the lifetime of the member commencing at the applicable
retirement eligibility age is equal to the annuitized value of the balance in the Defined Contribution
Hybrid Contribution Account at the time of retirement, plus, for Act No. 447 and Act No. 1
members, the accrued benefit determined as of June 30, 2013.
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(e) Death Benefits
(1) Pre-Retirement Death Benefit

Eligibility: Any current nonretired member is eligible.

Benefit: A refund of the Defined Contribution Hybrid Contribution Account, plus the accumulated
contributions for Act No. 447 and Act No. 1 members.

(2) High-Risk Death Benefit under Act No. 127 of 1958, as amended (Act No. 127)

Eligibility: Police, firefighters, and other employees in specified high-risk positions who die in the
line of work due to reasons specified in Act No. 127.

Spouse’s Benefit: 50% of the participant’s compensation at date of death, payable as an annuity
until death or remarriage.

Children’s Benefit: 50% of the participant’s compensation at date of death, payable as an annuity,
and allocated pro-rata among eligible children. The annuity is payable for life for a disabled child,
until age 18 for a nondisabled child not pursuing studies, and until age 25 for a nondisabled child
who is pursuing studies.

Benefit if No Spouse or Children: The parents of the member shall each receive 50% of the
participant’s compensation at date of death, payable as an annuity for life.

Post-death Increases: Effective July 1, 1996 and subsequently every three years, the above
death benefits are increased by 3% provided that the beneficiary(ies) had been receiving payments
for at least three years.

The cost of these benefits is paid by the Commonwealth’s General Fund.

(3) Post-Retirement Death Benefit for Members who Retired prior to July 1, 2013

Eligibility: Any retiree or disabled member receiving a monthly benefit who has not elected a
reversionary annuity and whose benefits commenced prior to July 1, 2013.

Benefit: The benefit is as follows (Law No. 105 of 1969, as amended by Law No. 158 of 2003 and
Article 2-113 of Act 447 of 1951 as amended by Act 524 of 2004):

(i) For those married or with dependent children at the time of death, the annual income to a
widow, or widower or dependent children is equal to 60% (50% if in the Coordination Plan –
30% prior to January 1, 2004) of the retirement benefit payable for life for a surviving spouse
and/or disabled children and payable until age 18 (age 25 if pursuing studies) for nondisabled
children. If in the Coordination Plan, the benefit to the surviving spouse does not begin until the
spouse’s attainment of age 60 and the surviving spouse must have been married to the
member for at least 10 years to be eligible for this benefit. The increase in the percentage from
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30% to 50% if the Coordination Plan is paid by the Commonwealth’s General Fund for former 
government employees or by a public corporation or municipality for their former employees. 
As stated in Law 105 of 1969 as amended by Act 158 of 2003. 

(ii) The benefit, when there is no relation as stated above, is equal to the remaining balance of
accumulated contributions at the time of retirement after the deduction of lifetime annual
income paid and is payable to a beneficiary or to the member’s estate. In no case shall the
benefit be less than $1,000. Either the Commonwealth’s General Fund for former government
employees or the public enterprise or municipality for their former employees pays the
difference, up to $250, between (1) the accumulated contributions less the lifetime annual
income paid and (2) $1,000. The System pays for the rest. As stated in Article 2-113 of Act 447
of 1951 as amended by Act 524 of 2004.

(4) Post-Retirement Death Benefit for Members who Retired after June 30, 2013

Eligibility: Any retiree or disabled member who began receiving a monthly benefit after June 30,
2013.

Benefit: If the member elected at the time of retirement to transfer a portion of the annuity to a
beneficiary by selecting an actuarially equivalent optional form of payment, the benefit is the
applicable survivor benefit selected.

For all members, the excess, if any, of the Defined Contribution Hybrid Contribution Account, plus
the accumulated contributions for Act No. 447 and Act No. 1 members, at the time of retirement
over the total annuity payments paid to the member and any beneficiary per the terms of the
optional form of payment shall be payable to a beneficiary or the member’s estate.

(5) Beneficiaries receiving occupational death benefits as of June 30, 2013 continue to be eligible to
receive such benefits.

(f) Disability Benefits
(1) Disability

Eligibility: All members are eligible upon the occurrence of disability.

Benefit: The balance of the Defined Contribution Hybrid Contribution Account payable as lump
sum distribution, an immediate annuity or a deferred annuity at the election of the participant. Act
No. 447 and Act No. 1 members remain eligible to receive the accrued benefit as of June 30, 2013
commencing at the applicable retirement eligibility age.

(2) High Risk Disability under Act No. 127

Eligibility: Police, firefighters, and other employees in specified high-risk positions who are
disabled in the line of work due to reasons specified in Act No. 127 of 1958 (as amended).
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Benefit: 80% (100% for Act No. 447 members) of compensation as of date of disability, payable as 
an annuity. If the member dies while still disabled, this annuity benefit continues to his 
beneficiaries. Beneficiaries include the surviving spouse and/or disabled children (for life), 
nondisabled children until age 18 (age 25 if pursuing studies), and the parents if no other 
beneficiaries. Effective July 1, 1996 and subsequently every three years, the disability benefit is 
increased by 3% provided that the member (or beneficiary) had been receiving payments for at 
least three years (Act No. 127 of 1958, as amended). The cost of these benefits is paid by the 
Commonwealth’s General Fund. 

(3) Members who qualified for occupational or nonoccupational disability benefits as of June 30, 2013
continue to be eligible to receive such benefits.

(g) Special Benefits
(1) Minimum Benefits

(i) Past Ad hoc Increases

The Legislature, from time to time, increases pensions for certain retirees as described in Act
No. 124 approved on June 8, 1973 and Act No. 23 approved on September 23, 1983. The
benefits are paid 50% by the Commonwealth’s General Fund and 50% by the System.

(ii) Minimum Benefit for Members who Retired before July 1, 2013 (Act No. 156 of 2003, Act
No. 35 of 2007, and Act No. 3 of 2013)

The minimum monthly lifetime income for members who retired or become disabled before
July 1, 2013 is $500 per month effective July 1, 2013 ($400 per month effective July 1, 2007
and $300 per month up to June 30, 2007). The increase in the minimum monthly benefit from
$200 per month to $300 per month is paid by the Commonwealth’s General Fund for former
government and certain public corporations without their own treasuries employees or by
certain public corporations with their own treasuries or municipalities for their former
employees. The increase in the minimum monthly benefit from $300 per month to $400 per
month is to be paid by the System for former government and certain public corporations
without their own treasuries employees or by certain public corporations with their own
treasuries or municipalities for their former employees.

(iii) Coordination Plan Minimum Benefit

A minimum monthly benefit is payable upon attainment of SSRA such that the benefit, when
added to the Social Security Benefit, is not less than the benefit payable prior to SSRA.
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(2) Cost-of-Living Adjustments (COLA) to Pension Benefits

The Legislature, from time to time, increased pensions by 3% for retired and disabled members.
Beneficiaries are not entitled to COLAs granted after the retiree’s death. The first increase was
granted by Act No. 10 of 1992. Subsequent 3% increases have been granted every third year since
1992, with the latest 3% increase established on April 24, 2007 and effective July 1, 2007
(retroactive to January 1, 2007) for retired and disabled members that were receiving a monthly
benefit on or before January 1, 2004 (Act 35 of 2007). In addition, effective July 1, 2008, any retired
or disabled member that was receiving a monthly annuity on or before January 1, 2004 less than
$1,250 per month received an increase of up to 3% without exceeding the limit of $1,250 per month
(Act 35 of 2007). The COLAs granted in 1992 to all retirees and in 1998 to retirees who are former
government or municipal employees shall be paid by the System. All other COLAs granted in 1995
and later shall be paid by the Commonwealth’s General Fund for former government and certain
public corporations without their own treasuries employees or by certain public corporations with
their own treasuries or municipalities for their former employees.

(3) Special “Bonus” Benefits

(i) Christmas Bonus (Act No. 144, as Amended by Act No. 3)

An annual bonus of $200 for each retiree, beneficiary, and disabled member paid in
December provided the member retired prior to July 1, 2013. This benefit is paid from the
supplemental contributions received from the Commonwealth’s General Fund for former
government and certain public corporations without their own treasuries employees or by
certain public corporations with their own treasuries or municipalities for their former
employees.

(ii) Medication Bonus (Act No. 155, as Amended by Act No. 3)

An annual bonus of $100 for each retiree, beneficiary, and disabled member to cover health
costs paid in July provided the member retired prior to July 1, 2013. Evidence of coverage is
not required. The amount is prorated if there are multiple beneficiaries. This benefit is paid from
the supplemental contributions received from the Commonwealth’s General Fund for former
government and certain public corporations without their own treasuries’ employees or by
certain public corporations with their own treasuries or municipalities for their former
employees.
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(h) Contributions
(1) Member Contributions (Article 5-105 of Law 447, as amended by Law No. 3 of 2013, amended by

Law No. 106 of 2017 and amended by Law 71 of 2019)

Effective July 1, 2013 through June 30, 2017, contributions by members consisted of 10% of
compensation. However, for Act No. 447 members who selected the Coordination Plan, the
member contributions were 7% of compensation up to $6,600 plus 10% of compensation in excess
of $6,600 during the 2013-2014 fiscal year and 8.5% of compensation up to $6,600 plus 10% of
compensation in excess of $6,600 during the 2014-2015 fiscal year. Effective July 1, 2015
members who selected the Coordination Plan, member contribution increased to 10% of
compensation. Members may voluntarily make additional contributions to their Defined Contribution
Hybrid Contribution Account.

Prior to July 1, 2013, contributions by Act No. 447 members selecting the Coordination Plan were
5.775% of compensation up to $6,600 plus 8.275% of compensation in excess of $6,600.
Contributions by all other members were 8.275% of compensation. System 2000 members may
also have made voluntary contributions of up to 1.725% of compensation prior to July 1, 2013.

Effective July 1, 2017, contributions by members consists of 8.5% of compensation. However, in
the case of members of the rank system of the Puerto Rico Police Bureau, the mandatory
contribution is 2.3% of their compensation. In the case of those members of the rank system of the
Puerto Rico Police Bureau which have less than 10 years to qualify for retirement as established by
Act No. 447, the reduction in the percentage of contribution will apply voluntarily.

(2) Employer Contributions (Article 2-116 of Law 447, as Amended by Law No. 116 of 2011 and Act
No. 3 of 2013, eliminated effective on July 1, 2017 by Act 106 of 2017)

Prior to July 1, 2011, employer contributions were 9.275% of compensation. Effective July 1, 2011,
employer contributions were 10.275% of compensation. For the next four fiscal years effective
July 1, employer contributions were scheduled to increase annually by 1% of compensation. For
the five fiscal years thereafter, employer contributions will increase annually by 1.25% of
compensation. Act 106 of 2017 eliminated the employer contributions to the System as of July 1,
2017.

(3) Supplemental Contributions from the Commonwealth’s General Fund, Certain Public Corporations,
and Municipalities (Act No. 3 of 2013, eliminated on July 1, 2017 by Act 106 of 2017)

Effective July 1, 2013, the System will receive a supplemental contribution of $2,000 each fiscal
year for each pensioner (including beneficiaries receiving survivor benefits) who was previously
benefitting as an Act No. 447 or Act No. 1 member while an active employee. This supplemental
contribution will be paid by the Commonwealth’s General Fund for former government and certain
public corporations without their own treasuries employees or by certain public corporations with
their own treasuries or municipalities for their former employees.
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The special benefits contribution requirement to the System is established by law and is not 
actuarially determined. The special benefits contributions of approximately $195 million in 2017 
mainly represent contributions from the Commonwealth’s General Fund, public corporations and 
municipalities for the special benefits identified above granted by special laws. The funding of the 
special benefits is provided to the System through legislative appropriations each July 1 by the 
Commonwealth’s General Fund for former government and certain public corporations without their 
own treasuries employees, and by certain public corporations with their own treasuries and 
municipalities for their former employees. The legislative appropriations are considered estimates 
of the payments to be made by the System for the special benefits. Deficiencies in legislative 
appropriations are covered by the System’s own funds until recovered through future legislative 
appropriations. Any surplus of legislative appropriations collected over special benefits paid is 
combined with the assets held in trust for the payment of other pension benefits. During fiscal year 
June 30, 2017, the System transferred to the Commonwealth’s General Fund the amount of 
$56.7 million on a monthly basis to cover any deficiency in the payment of special benefits and 
pensions. 

(4) Additional Uniform Contribution (Act No. 32, as Amended)

The Additional Uniform Contribution will be certified by the external actuary of the System each 
fiscal year from 2015-2016 as necessary to avoid having the projected gross assets of the System, 
during any subsequent fiscal year, to fall below $1 billion. The Additional Uniform Contribution is to 
be paid by the Commonwealth’s General Fund, public corporations with their own treasuries, and 
municipalities. Total Additional Uniform Contribution determined for fiscal year ended June 30, 
2017 was $776 million. As further described in note 14(b), the Additional Uniform Contribution was 
eliminated by Act 106-2017. 

(i) Early Retirement Programs
The Puerto Rico Environmental Quality Board (EQB) implemented an early retirement program for its
employees under the Law 244, dated August 9, 2008. EQB has already made the initial payment and
would reimburse the remaining balance on annuities and other benefits paid by the System in four
installments on each July 31 starting in 2009 through 2012. The EQB was at default on the retirement
plan payment, so they requested a new payment plan. The System’s Board of Trustees approved a
payment plan for the debt balance due of the retirement program for 24 months starting in March 2014.
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On July 2, 2010, the Commonwealth enacted Act No. 70 establishing a program that provides benefits 
for early retirement or economic incentives for voluntary employment termination to eligible employees, 
as defined. Act No. 70 of 2010 (Act No. 70) also established that early retirement benefits will be 
provided to eligible employees that have completed between 15 to 29 years of creditable services and 
will consist of monthly benefits ranging from 37.5% to 50% of each employees’ monthly salary. Benefits 
under this program will be paid by the Commonwealth’s the General Fund and by the public 
corporations, covering their respective employees until the plan member reaches the later of age 55 for 
members under Act No. 447 or age 65 for members under Act No. 1, or the date the plan member 
would have completed 30 years of service had the member continued employment. In addition, the 
public corporations will also be required to continue making the required employee and employer 
contributions to the System. The Commonwealth’s General Fund will be required to continue making its 
required employer contributions. The System will be responsible for benefit payments afterwards. As of 
June 30, 2017, the System recorded a liability of approximately $15 million for its responsibility as an 
employer under Act No. 70. 

On December 8, 2015, the Commonwealth enacted the Voluntary Early Retirement Law, Act No. 211 
of 2015 (Act No. 211), establishing a voluntary program to provide pre-retirement benefits to eligible 
employees, as defined. Act No. 211 applies to eligible employees of agencies and component units 
whose budgets are funded in whole or in part by the Commonwealth’s General Fund, municipalities, 
component units that operate with their own resources (except those that have their own retirement 
system), Judiciary Branch, except judges, and the Commonwealth Employees Association. Act 
No. 211, among other provisions, established that pre-retirement benefits would be provided to eligible 
employees who started contributing to the System before April 1, 1990 with at least 20 years of service 
and would consist of biweekly benefits of 60% of the of each employee’s salary as of December 31, 
2015, as defined. Pursuant to Act No. 211, the employers will continue making the applicable employee 
and employer contributions to the Retirement Systems and the employer Social Security and Medicare 
contributions based on average employee salary, as defined, as of December 31, 2015. Individual 
Social Security and Medicare contribution would be deducted from the biweekly benefits to be paid to 
the participant. These payments would be made until the employee reaches the age of 61 years. Other 
benefits would include the payment of the participant’s healthcare plan during the first two years of the 
program. Once the participant reaches 61 years of age, the participant would be eligible to receive 
payments from the System and would be entitled to a guaranteed minimum pension of 50% of their 
average salary (except police officers, which would be paid 60%), and related costs would be paid by 
the employer. 

As described in note 14, Act 106-2017 repealed Act No. 211, while creating an incentives, opportunities 
and retraining program for public workers. 
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(j) Other Postemployment Benefits (OPEB) – Healthcare Benefits
ERS MIPC is an unfunded cost-sharing, multi-employer defined benefit other postemployment benefit
plan sponsored by the Commonwealth. ERS MIPC covers a payment of up to $100 per month to the
eligible medical insurance plan selected by the member provided the member retired prior to July 1,
2013 (Act No. 483, as amended by Act No. 3). Substantially all full time employees of the
Commonwealth’s central government, certain municipalities of Puerto Rico and certain component
units of the Commonwealth not having their own postemployment benefit plan, were covered by the
OPEB.

Commonwealth employees became members upon their date of employment. Plan members were
eligible for benefits upon reaching the pension benefits retirement ages.

At July 1, 2016, the membership consisted of the following:

Membership:
Retired members 94,071
Disabled members 14,722

Total membership 108,793

The contribution requirement of ERS MIPC is established by Act No. 95 approved on June 29, 1963. 
This OPEB plan is financed by the Commonwealth. There is no contribution requirement from the plan 
member during active employment. Retirees contribute the amount of the healthcare insurance 
premium not covered by the Commonwealth contribution. As a result, these OPEB are 100% unfunded. 
During the year ended June 30, 2017, OPEB contributions amounted to $91 million. 

The funding of the OPEB benefits is provided to the System through legislative appropriations each 
July 1 by the Commonwealth’s General Fund for former government and certain public corporations 
without their own treasuries employees, and by certain public corporations with their own treasuries 
and municipalities for their former employees. The legislative appropriations are considered estimates 
of the payments to be made by the System for the healthcare benefits throughout the year. 

(5) Net Pension Liability
The components of the net pension liability as of June 30, 2017 were as follows (dollars in thousands):

Total pension liability $ 30,091,826
Plan’s fiduciary net deficit (2,108,853) 

Net pension liability $ 32,200,679

Plan’s fiduciary net deficit as a percentage
of the total pension liability (7.01)%
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(a) Actuarial Methods and Assumptions
The census data collection date is at the beginning-of-the fiscal year. The liability results as of June 30,
2017 are based on projecting the System obligations determined as of the census data collection date
of July 1, 2016 for one year, using roll-forward methods and assuming no liability gains or losses.

The actuarial valuation used the following actuarial assumptions: 

Inflation Not applicable
Municipal bond index 3.58%%, as per Bond Buyer General Obligation 20-Bond Municipal

Bond Index
Projected salary increases 3.00% per year. No compensation increases are assumed until

July 1, 2021 as a result of Act No. 3-2017 and the current general
economy.

Mortality Pre-retirement Mortality:
For general employees not covered under Act No. 127, RP-2014

Employee Mortality Rates for males and females adjusted to
reflect Mortality Improvement Scale MP-2017 from the 2006 base
year, and projected forward using MP-2017 on generational
basis. For members covered under Act No. 127, RP-2014
Employee Mortality Rates with blue collar adjustments for males
and females adjusted to reflect Mortality Improvement Scale
MP-2017 from the 2006 base year, and projected forward using
MP-2017 on generational basis. As generational tables, they
reflect mortality improvements both before and after the
measurement date.

100% of deaths while in active service are assumed to be
occupational for members covered under Act No. 127.
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Post-retirement Healthy Mortality:
Rates which vary by gender are assumed for healthy retirees and

beneficiaries based on a study of plan’s experience from 2007
to 2012 and updated expectations regarding future mortality
improvement. The 2010 base rates are equal to 92% of the rates
from the UP-1994 Mortality Table for Males and 95% of the rates
from the UP-1994 Mortality Table for Females, both projected
from 1994 to 2010 using Scale AA. The base rates are projected
using Mortality Improvement Scale MP-2017 on a generational
basis. As a generational table, it reflects mortality improvements
both before and after the measurement date.

Post-retirement Disabled Mortality:
Rates which vary by gender are assumed for disabled retirees

based on a study of plan’s experience from 2007 to 2012 and
updated expectations regarding future mortality improvement.
The 2010 base rates are equal to 105% of the rates from
the UP-1994 Mortality Table for Males and 115% of the rates from
the UP-1994 Mortality Table for Females. The base rates are
projected using Mortality Improvement Scale MP-2017 on a
generational basis. As a generational table, it reflects mortality
improvements both before and after the measurement date.

Most other demographic assumptions used in the June 30, 2017 valuation were based on the results of 
an actuarial experience 2009 study using data as of June 30, 2003, June 30, 2005 and June 30, 2007. 

(b) Long-Term Expected Rate of Return
The long-term expected rate of return on pension benefits investments was not applicable as of
June 30, 2017. Net assets are negative as of June 30, 2017 and accordingly, it is not possible to
determine a rate of return on net assets during the fiscal year. In addition, after June 30, 2017, due to
the PayGo system by which the Commonwealth guarantees payment of pensions. System assets were
no longer necessary to generate investment returns to pay pension benefits. The approximate actual
rate of return on gross assets was 8.74% as of June 30, 2017.
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Before June 30, 2017, the pension plan’s policy for allocation of invested assets has been established 
and may be amended by the System’s Board of Trustees. Plan assets are managed on a total return 
basis with a long-term objective of achieving and maintaining a positive impact on the System’s 
financial condition for the benefits provided through the pension programs. The following asset 
allocation policy as of June 30, 2017 was adopted by the System’s Board of Trustees: 

Long-term
Target expected

allocation rate of return

Asset class:
Domestic equity 56 % N/A
International equity 15 N/A
Fixed income 28 N/A
Cash 1 N/A

Total 100 %

In prior years, the long-term expected rate of return on pension benefits investments was determined 
using a building-block method in which best-estimate ranges of expected future real rates of return 
(expected returns, net of pension plan investment expense and inflation) are developed for each major 
asset class. These ranges are combined to produce the long-term expected rate of return by weighting 
the expected future real rates of return by the target asset allocation percentage and by adding 
expected inflation. This year, the long-term expected rate of return assumption is no longer applicable. 

(c) Discount Rate
The asset basis for the date of depletion projection is the System’s fiduciary net position (the gross
assets plus deferred outflows of resources less the gross liabilities, including the senior pension
funding bonds payable, plus deferred inflows of resources). On this basis, the System’s fiduciary net
position was exhausted in the fiscal year 2015.

The System’s fiduciary net position was not projected to be available to make all projected future
benefit payments of current active and inactive employees. Therefore, the tax free municipal bond
index (Bond Buyer General Obligation 20-Bond Municipal Bond Index) was applied to all periods of
projected benefits payments to determine the total pension liability. The discount rate was 3.58% as of
June 30, 2017.

The June 30, 2017, actuarial valuation reflects a decrease of $5,498 million in the net pension liability,
mainly related to changes in assumptions of $4,179 million, as a result of an increase in the discount
rate as required by GASB Statement No. 67 from 2.85% in fiscal year 2016 to 3.58% in fiscal year
2017, and the effect of plan changes of approximately $2,017 million.
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(d) Sensitivity of the Net Pension Liability to Changes in the Discount Rate
The following presents the net pension liability calculated using the discount rate of 3.58%, as well as
what it would be if it were calculated using a discount rate of 1%-point lower (2.58%) or 1% point higher
(4.58%) than the current rate (dollars in thousands):

Current
1% Decrease discount rate 1% Increase

(2.58%) (3.58%) (4.58%)

Net pension liability $ 36,599,444 32,200,679 28,666,953

(6) Cash and Cash Equivalents, Investments and Securities Lending Transactions
Cash and Cash Equivalents

Cash and cash equivalents as of June 30, 2017 consisted of the following (in thousands):

Amount
Depository uninsured

Carrying bank and
amount balance uncollateralized

Deposits with GDB $ — 30,027 30,027
Deposits with Puerto Rico commercial banks 460,174 454,587 —
Money market funds 15,619 N/A N/A
U.S. Treasury bills 909 N/A N/A

Total $ 476,702 484,614 30,027

Custodial credit risk for deposits is the risk that, in an event of the failure of a depository financial institution, 
the System may not be able to recover deposits or collateral securities that are in the possession of an 
outside party. The Commonwealth requires that public funds deposited in Puerto Rico commercial banks 
be fully collateralized for the amount deposited in excess of federal depository insurance. All securities 
pledged as collateral are held by banks in the Commonwealth’s name. Deposits with GDB and with 
non-Puerto Rico commercial banks and money market funds are uninsured and uncollateralized, as these 
entities are exempt from compliance with the collateralization requirement. 

Restricted cash and cash equivalent amounted to approximately $216 million as of June 30, 2017 and 
consisted of the following: 

 Approximately $1.9 million of funds are restricted for the debt service of the bonds payable, and 100%
of such funds were deposited at trustee in money market funds
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 Approximately $214 million of funds are restricted for repayments of mortgage and personal loans
administrated by the mortgage servicers and the System, for expired checks not claimed by the plan
members, and other purposes, of which approximately $11 million of funds were deposited at trustee in
money market accounts, approximately $126,000 of funds were deposited at GDB and approximately
$202 million were deposited at Puerto Rico commercial banks.

Custodial Credit Loss on Deposits with GDB 

Management determined based on the information available prior to the issuance of the System’s financial 
statements for the fiscal year ended June 30, 2017 that a custodial credit loss existed as of June 30, 2017 
for the deposits held at GDB. 

GDB continues to face a critical economic situation as of June 30, 2017 and currently does not have 
sufficient liquid financial resources to meet obligations when they come due. The Commonwealth and its 
public entities have not been able to repay their loans from GDB, which has significantly affected GDB’s 
liquidity and ability to repay its obligations. Because of the nonpayment by the Commonwealth of the 
appropriation to GDB and GDB’s inability to restructure its debt considering the broader fiscal crisis faced 
by the Commonwealth, GDB is in default of its debt obligations since May 1, 2016. 

Pursuant to enacted legislation in April 2016, the Governor of the Commonwealth imposed on GDB 
emergency operational restrictions and debt moratorium. These restrictions included the suspension of 
loan disbursements from GDB, imposed restrictions on the withdrawal and transfer of deposits from GDB, 
and imposed a moratorium on debt obligation of GDB, among other measures. 

On April 28, 2017, the Oversight Board approved the liquidation proposal included in the GDB’s fiscal plan 
that calls for an orderly winding down its operations over ten years. 

On March 23, 2018, GDB ceased its operations and determined to wind down in an orderly fashion under 
Title VI of PROMESA. 

Based on an evaluation of the availability and recoverability of such funds, a custodial credit loss on these 
deposits has been recorded on the System’s financial statements as follows (expressed in thousands): 

Deposits held with GDB at June 30, 2017
Carrying

value before Custodial
impairment credit Carrying

loss loss value

Type of deposit:
Interest bearing accounts $ 30,027 30,027 —

Total $ 30,027 30,027 —
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The realizable balance of the deposits held with the GDB as of June 30, 2017 was determined based on 
the corresponding actual collections received from the GDB on such deposits after the June 30, 2017 year 
end. 

Investments 

For the year ended June 30, 2017, the annual money-weighted rate of return on investments, net of 
investment expenses, was 8.74%. The money-weighted rate of return expresses investment performance, 
net of investment expense, adjusted for the changing amounts actually invested. 

Fair Value Measurement 
The System categorizes its fair value measurements within the fair value hierarchy established by GAAP. 
The hierarchy is based on the inputs used in valuation and gives the highest priority to unadjusted quoted 
prices in active markets and requires that observable inputs be used in the valuations when available. The 
disclosure of fair value estimates in the hierarchy is based on whether the significant inputs into the 
valuations are observable. In determining the level of the hierarchy in which the estimate is disclosed, the 
highest level, Level 1, is given to unadjusted quoted prices in active markets and the lowest level, Level 3, 
to unobservable inputs. 

Level 1 – Inputs whose values are based on unadjusted quoted prices for identical instruments in active 
markets that the System has the ability to access. 

Level 2 – Inputs whose values are based on quoted prices for similar instruments in active markets; quoted 
prices for identical or similar instruments in markets that are not active; and model-derived valuations in 
which all significant inputs are observable. 

Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair value 
measurement. 

In instances where inputs used to measure fair value fall into different levels in the fair value hierarchy, fair 
value measurements in their entirety are categorized based on the lowest level input that is significant to 
the valuation. The System’s assessment of the significance of particular inputs to these fair value 
measurements requires judgment and considers factors specific to each investment. Investments 
measured at Net Asset Value (NAV) as practical expedient are not subject to level classification. 
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The table below shows the fair value leveling of the System’s investments: 

Investment type Level 1 Level 2 Level 3 Total

Investments measured at fair value:
U.S. government securities $ 8,884 — — 8,884
U.S. government sponsored

agencies obligations 9,789 — — 9,789
Mortgage and asset-backed

securities 6,540 — — 6,540
U.S. corporate bonds and notes — 64,939 — 64,939
Non U.S. corporate bonds — 14,811 — 14,811
COFINA bonds — 58,224 — 58,224

Investments at fair
value level $ 25,213 137,974 — 163,187

Investments measured at NAV as
a practical expedient:

Non exchange commingled
trust funds:

U.S. Equity trust funds 120,498
Non U.S. Equity trust funds 61,201
Investments in limited

partnerships 87,069

Total Investments $ 431,955

The System’s investments are exposed to custodial credit risk, credit risk, concentration of credit risk, 
foreign currency risk, and interest rate risk. Following is a description of these risks as of June 30, 2017: 

(a) Custodial Credit Risk
Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty to a
transaction, the System may not be able to recover the value of the investment or collateral securities
that are in the possession of an outside party. At June 30, 2017, securities investments were registered
in the name of the System and were held in the possession of the System’s custodian banks, except
for securities lent. Securities lent are not exposed to custodial credit risk. Cash collateral received from
securities lending transactions invested in short-term investments is exposed to custodial credit risk.
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(b) Credit Risk
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations.
All fixed-income securities at the time of purchase must be of investment grade quality. All issuances
shall be rated investment grade by at least two of the nationally recognized rating agencies. The
portfolio is expected to maintain a minimum weighted average credit quality of either “A–” or better
using either Moody’s or Standard & Poor’s credit ratings.

The credit quality ratings of bonds and notes and nonexchange commingled fixed income trust fund as
of June 30, 2017, are as follows (in thousands):

Rating (1)
AA+ A+ BBB+ BB+ B+ Not

Investment type AAA to AA- to A- to BBB- to BB- to B- CCC- rated Total

Bonds and notes:
U.S. government sponsored agencies

obligations:
Federal Home Loan Bank (FHLB) $ — 2,937  — — — — — — 2,937
Federal National Mortgage

Association (FNMA) — 4,249  — — — — — — 4,249
Federal Home Loan Mortgage

Corporation (FHLMC) — 927 — — — — — — 927
Federal Farm Credit Banks (FFCB) — 1,676  — — — — — — 1,676

Mortgage and asset-backed securities:
FNMA — 2,581  — — — — — — 2,581
FHLMC — 1,420  — — — — — — 1,420

U.S. corporate bonds and notes 2,065  10,832  13,245 34,770  473  — — 3,554  64,939
Non U.S. corporate bonds — 502 4,094  6,444  857  — — 2,914  14,811
COFINA bonds — — — — — — 58,224 — 58,224

Total $ 2,065  25,124  17,339 41,214  1,330  — 58,224 6,468  151,764

(1) Rating obtained from Standard and Poor’s or equivalent rating by Moody’s Investor Service or Fitch Ratings.

Approximately $11.4 million of the total System investments consist of U.S. government and 
Government National Mortgage Association (GNMA) mortgage-backed securities, which carry no risk, 
therefore, not included within the above table. 

(c) Concentration of Credit Risk
Concentration of credit risk is the risk of loss attributed to the magnitude of the System’s investment in
a single issuer. As of June 30, 2017, there are no investments in any issuer that represent 5% or more
of the System’s total investments, except for its investment in COFINA Bonds.

Pursuant to Act No. 96 of June 16th, 2011, during the fiscal year ended June 30, 2011, the System
received a special contribution of approximately $163 million from the Puerto Rico Infrastructure
Financing Authority, an instrumentality of the Commonwealth. The contribution was invested in bonds
issued by the Puerto Rico Sales Tax Financing Corporation (known as COFINA by its Spanish
acronym), which provide for a 7% accretion rate and maturity dates between 2043 and 2048. COFINA
is a blended component unit of the Commonwealth. As required by Act No. 96 of June 16th, 2011, the
System cannot voluntary dispose the COFINA Bonds unless such request has been approved by the
GDB. The COFINA Bonds have a fair value of approximately $58.2 million as of June 30, 2017.
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(d) Interest Rate Risk
Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment. In accordance with its investment policy, the System manages its exposure to declines in
fair values by structuring the investment portfolio so that securities mature to meet cash requirements
for benefit payments, thereby avoiding the need to sell securities on the open market prior to maturity.
Investments in equity securities are not subject to the maximum maturity policy since they do not carry
a maturity date. The System is expected to achieve capital preservation and income generation by
investing in a diversified portfolio of marketable, investment grade intermediate credit and core
fixed-income securities.

The contractual maturity of investments as of June 30, 2017, is summarized below (in thousands). 
Expected maturities will differ from contractual maturities, because counterparties may have the right to 
call or prepay obligations with or without call or prepayment penalties. 

Maturity (in years)
Within After one After five After ten

Investment type one year to five years to ten years years Total

Bonds and notes:
U.S. government securities:

U.S. Treasury notes $ 2,105 824 3,602 — 6,531
U.S. Treasury bonds — — — 2,353 2,353

U.S. government sponsored
agencies obligations:

FHLBC — 1,053 1,884 — 2,937
FNMA — — 4,249 — 4,249
FHLMC — 927 — — 927
FFCBC — 1,676 — — 1,676

Mortgage and asset-backed
securities:

GNMA — — — 2,539 2,539
FNMA — — — 2,581 2,581
FHLMC — — — 1,420 1,420

U.S. corporate bonds and notes 9,854 31,014 23,993 78 64,939
Non U.S. corporate bonds 847 6,079 6,847 1,038 14,811
COFINA bonds — — — 58,224 58,224

Total bonds and notes $ 12,806 41,573 40,575 68,233 163,187
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Maturity (in years)
Within After one After five After ten

Investment type one year to five years to ten years years Total

Nonexchange commingled
equity trust funds
and investments in limited
partnerships:

Nonexchange commingled
equity trust funds:

U.S. – SSgA Russell
3000 Fund 120,498

Non-U.S. – SSgA MSCI
ACWI Ex USA Fund 61,201

Investments in limited
partnerships 87,069

Total nonexchange
commingled equity
trust funds
and investments in
limited partnerships 268,768

Total investments $ 431,955

(1) Nonexchange commingled fixed income trust fund was classified based on effective duration.

(e) Foreign Currency Risk
Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an
investment or a deposit. As of June 30, 2017, the SSgA MSCI ACWI Ex USA Fund is subject to foreign
currency risk.
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As of June 30, 2017, the composition of the underlying investments in the SSgA MSCI ACWI Ex USA 
Fund by country was as follows: 

SSgA MSCI
ACWI EX

Country USA Fund

Japan 16 %
United Kingdom 11
France 7
Canada 7
Germany 7
Switzerland 6
Australia 5
Hong Kong 5
China 4
Korea 4
Taiwan 3
Netherlands 3
Spain 2
India 2
Others 18

Total 100 %

(i) Nonexchange Commingled Trust Funds

As of June 30, 2017, the System owned shares in the SSgA Russell 3000 Index Non-Lending Fund
(SSgA Russell 3000 Fund) and the SSgA MSCI ACWI Ex USA Non-Lending Fund (SSgA MSCI
ACWI Ex USA Fund) as follows (in thousands):

Fund name Shares Value

SSgA Russell 3000 Fund 4,619 $ 120,498
SSgA MSCI ACWI Ex USA Fund 3,096 61,201

Total nonexchange commingled trust funds $ 181,699

The investment objective of the Russell 3000 Fund is to approximate as closely as practicable, 
before expenses, the performance of the Russell 3000 Index over the long term. Shares can be 
redeemed on a daily basis at NAV and have no redemption restrictions. 
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The investment objective of the SSgA MSCI ACWI Ex USA Fund is to approximate as closely as 
practicable, before expenses, the performance of the MSCI ACWI ex USA Index over the long 
term. Shares can be redeemed semi-monthly at NAV and have no redemption restrictions. 

As of June 30, 2017, the investments underlying the SSgA Russell 3000 Fund and the SSgA MSCI 
ACWI Ex USA Fund, had the following sector allocations: 

SSgA MSCI
SSgA Russell ACWI Ex

Sector 3000 Fund USA Fund

Information technology 21 % 12 %
Financials 15 22
Healthcare 14 8
Consumer discretionary 12 11
Industrials 11 12
Consumer staples 8 9
Energy 5 8
Real Estate 4 3
Materials 3 8
Utilities 3 3
Telecommunication services 2 4
Unclassified 2 —

Total 100 % 100 %

(ii) Investments in Limited Partnerships

The fair value of investments in limited partnerships at June 30, 2017, amounted to approximately
$87.0 million and is presented as private equity investments in the basic Statement of Fiduciary Net
Position. The allocations of net gains and losses to limited partners are based on certain
percentages, as established in the limited partnership agreements. Investments in limited
partnerships are not rated by a nationally recognized statistical rating organization.

In accordance with the partnership agreements, the System’s investments can only be redeemed
upon distribution from funds managers; usually in the form of a sale of its holdings or dividends
distributed. As of June 30, 2017, the System does not intend to sell its investments in limited
partnerships for an amount different to that presented in the financial statements.
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As of June 30, 2017, the date of commitment, total commitment, 2017 contributions, contributions 
to date at cost, and estimated fair value of investments in limited partnerships are as follows (in 
thousands): 

Date of Total 2017 Contributions Estimated
commitment commitment Contributions to date at cost fair value

Grupo Guayacán, Inc.-
Guayacán Fund of Funds II, LP August 1999 $ 25,000 — 23,681 919

Advent-Morro Equity Partner, Inc.:
Guayacán Private Equity Fund, LP January 1997 5,000 — 4,645 2,162
Guayacán Private Equity Fund II, LP April 2007 25,000 — 24,547 22,638
Venture Capital Fund, Inc. November 1995 800 — 800 654

GF Capital Management and
Advisors, LLC – GF Capital Private
Equity Fund LP December 2006 25,000 97 25,890 19,225

Chase Capital Partners Private:
Equity Fund of Funds Corporate July 2000 20,000 — 18,994 —

Courage Credit 2017 5,000 2,254 2,254 1,857
Medley Credit Opportunity 2017 15,000 12,953 12,953 12,530
MCOY Investments 2017 10,000 10,000 10,000 9,696
Phoenix 2017 10,000 10,000 10,000 9,641
MCLarty Bluhaus Capital Partner 2017 5,000 250 250 250
Terracap 2017 7,500 6,829 6,829 7,497

Total $ 153,300 42,383 140,843 87,069

(iii) Securities Lending Transactions

The System participates in a securities lending program, whereby securities are transferred to an
independent broker or dealer in exchange for collateral in the form of cash, government securities,
and/or irrevocable bank letters of credit with a simultaneous agreement to return the collateral for
the same securities in the future. Collateral is marked to market daily and the agent places a
request for additional collateral from brokers, if needed. The custodian bank is the agent for the
securities lending program.

At the end of the year, there was no credit risk exposure to borrowers because the amounts the 
System owes the borrowers (the collateral) exceeded the amounts the borrowers owe the System 
(the securities lent). At June 30, 2017, the collateral received represented 103% of the fair value of 
the total securities lent. 
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The securities on loan for which collateral was received as of June 30, 2017, consisted of the 
following (in thousands): 

Fair value of
underlying

Description securities

U.S. government securities:
U.S. Treasury bills $ 657
U.S. Treasury notes 892

U.S. government sponsored agencies
notes 752

U.S. corporate bonds and notes 5,058

Total $ 7,359

The underlying collateral for these securities had a fair value of approximately $7.4 million as of 
June 30, 2017. The collateral received was invested in a money market fund sponsored by the 
custodian bank. As of June 30, 2017, the short-term investment fund consisted of securities 
purchased under agreements to resell. 

Under the terms of the securities lending agreement, the System is fully indemnified against failure 
of the borrowers to return the securities lent (to the extent the collateral is inadequate to replace the 
securities lent) or failure to pay the System for income distributions by the securities’ issuers while 
the securities are on loan. In addition, the System is indemnified against loss should the lending 
agent fail to demand adequate and appropriate collateral on a timely basis. 

(7) Accounts Receivable from Employers
As of June 30, 2017, accounts receivable from employers consisted of the following (in thousands):

Early retirement programs $ 1,865
Special laws 80,627
Employer and employee contributions 887,557
Interest on late payments 95,862

Total accounts receivable from employers 1,065,911

Less allowance for adjustments and losses in realization (1,029,739) 

Total accounts receivable from employers – net $ 36,172
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Under Act No. 447, each employer must pay, on a monthly basis, the amounts corresponding to 
contributions and loan repayments, on or before the fifteenth day of the following month. After that date, 
interest is charged as established by the System. 

As more fully described in note 3, the Commonwealth and many of its instrumentalities, public corporations 
and municipalities, which are the employers of the System, have been facing significant fiscal and 
economic challenges. Further, prior to the commencement of the Title III Cases, the rating downgrade and 
widening of credit spreads for the Commonwealth’s public sector and public corporations’ debt put further 
strain on liquidity and sources of funding of the employers. Consequently, most of the receivables from 
employers are delinquent past established payment dates and/or installment plan due dates. In other 
instances, amounts past due have continued to be renegotiated to later dates. 

As of June 30, 2017, the System recorded an allowance of approximately $1,030 million for adjustments 
and losses in realization of the salary-based employer contributions and Additional Uniform Contributions 
due from the Commonwealth, public corporations and municipalities for the fiscal years 2016 and 2017 
because, as explained in note 3, their collectability is uncertain. 

(8) Member Loans and Interest Receivable
Loans receivable from plan members are guaranteed by the contributions of plan members and by other
sources, including mortgage deeds and any unrestricted amount remaining in the escrow funds. In addition,
collections on loans receivable are received through payroll withholdings. The latest maximum amount of
loans to plan members for mortgage loans was $100,000 and $5,000 for personal and cultural trip loans.
The originations of mortgage loans were frozen in December 2013 and those related to personal and
cultural loans were frozen in November 2016. During the years ended June 30, 2014 and 2013, personal
loans with principal balances amounting to approximately $100 million and $88 million, respectively, were
sold to two financial institutions. As per servicing agreements, the System is in charge of the servicing,
administration and collection of the loans and outstanding principal balances at and after closing date for a
servicing fee of 2%.

The allowance for adjustments and losses in realization is considered a general allowance for all categories 
of loans and interest receivable, except mortgage loans, and also a specific allowance for the special 
collection project loans balances. 
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As of June 30, 2017, the composition of loans and interest receivable from plan members is summarized 
as follows (in thousands): 

Loans receivable:
Personal $ 298,879
Mortgage 161,495
Cultural trips 36,859

Total loans to plan members 497,233

Accrued interest receivable 29,085
Less allowance for adjustments and losses in realization (2,875) 

Total loans and interest receivable from plan members – net $ 523,443

(9) Other Assets
As of June 30, 2017, other assets mainly consist of repossessed and foreclosed properties acquired
through foreclosure proceedings related to delinquent mortgage loans. Foreclosed properties are valued at
the outstanding principal balance of the related mortgage loan upon foreclosure. These properties will be
sold under a bidding process intended to recover the outstanding principal balance of the related mortgage
loan. A gain or loss will be recognized at the time of sale.

Differences resulting from the recognition of losses at the point of sale rather than upon foreclosure, as
required by GAAP, are not material. Management believes that the carrying value of these properties
approximates fair value.

(10) Bonds Payable
Senior Pension Funding Bonds – On February 27, 2007, the System’s administration and GDB, acting as
the System’s fiscal agent (the Fiscal Agent), presented to the Board of Trustees, a financial transaction for
the issuance of pension funding bonds in order to reduce the System’s unfunded actuarial accrued liability.
The Bonds are limited, nonrecourse obligations of the System, payable solely from and secured solely by a
pledge of employer contributions, as defined in the ERS Bond Resolution, made after the date of issuance
of the first series of Bonds, and from funds held on deposit with the Bank of New York (the Fiscal Agent).
The Bonds are not payable from contributions made to the System by participating employees, or from the
assets acquired with the proceeds of the Bonds, or from employer contributions released by the Fiscal
Agent to the System after funding of required reserves, or from any other assets of the System. The
System invested the proceeds of the Bonds and used these investments and the earnings thereon to
provide pension benefits to its beneficiaries.
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On January 31, 2008, the System issued the first series of Bonds, which consisted of approximately 
$1,589 million aggregate principal amount of Senior Pension Funding Bonds, Series A (the Series A 
Bonds). On June 2, 2008, the System issued the second of such series of Bonds, which consisted of 
approximately $1,059 million aggregate principal amount of Senior Pension Funding Bonds, Series B 
(the Series B Bonds). Finally, on June 30, 2008, the System issued the third and final of such series of 
Bonds, which consisted of approximately $300 million aggregate principal amount of Senior Pension 
Funding Bonds, Series C (the Series C Bonds). 

The following is a summary of changes in the bonds payable principle balance (in thousands): 

Balance at Balance at
Maturity June 30, 2016 Accretion June 30, 2017

5.85% to 6.45% Term and
Capital Appreciation
Bonds Series A 2021–2058 $ 1,619,072  4,740  1,623,812  

6.25% to 6.55% Term and
Capital Appreciation
Bonds Series B 2028–2058 1,220,285  26,371  1,246,656  

6.15% to 6.50% Term and
Capital Appreciation
Bonds Series C 2028–2043 301,678  241  301,919  

Bond discounts (6,133) 218  (5,915) 

Total $ 3,134,902  31,570  3,166,472  

 

As of June 30, 2017, the outstanding principal balance of the Bonds is as follows (in thousands): 

Description

Series A Bonds:
Capital Appreciation Bonds, maturing in 2028, bearing interest at 6.20% $ 80,042  
Term Bonds, maturing from 2021 through 2023, bearing interest at 5.85% 200,000  
Term Bonds, maturing from 2031 through 2038, bearing interest at 6.15% 679,000  
Term Bonds, maturing from 2039 through 2042, bearing interest at 6.20% 332,770  
Term Bonds, maturing from 2055 through 2058, bearing interest at 6.45% 332,000  

Total Series A Bonds outstanding 1,623,812  
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Description

Series B Bonds:
Capital Appreciation Bonds, maturing from 2028 through 2030, bearing

interest at 6.40% $ 198,959  
Capital Appreciation Bonds, maturing from 2031 through 2034, bearing

interest at 6.45% 231,597  
Term Bonds, maturing in 2031, bearing interest at 6.25% 117,100  
Term Bonds, maturing from 2036 through 2039, bearing interest at 6.30% 270,000  
Term Bonds, maturing from 2055 through 2058, bearing interest at 6.55% 429,000  

Total Series B Bonds outstanding 1,246,656  

Series C Bonds:
Capital Appreciation Bonds, maturing in 2030, bearing interest at 6.50% 3,919  
Term Bonds, maturing from 2024 through 2028, bearing interest at 6.15% 110,000  
Term Bonds, maturing from 2029 through 2038, bearing interest at 6.25% 45,000  
Term Bonds, maturing from 2039 through 2043, bearing interest at 6.30% 143,000  

Total Series C Bonds outstanding 301,919  

Total bonds outstanding 3,172,387  

Less bonds discount (5,915) 

Bonds payable – net $ 3,166,472  

 

Series A Bonds – The aggregate principal amount of the Series A Bonds issued amounted to 
approximately $1,589 million of which $1,544 million were issued as term bonds (the Series A Term Bonds) 
and $45 million were issued as capital appreciation bonds (the Series A Capital Appreciation Bonds). 
Interest in the Series A Term Bonds are payable monthly on the first day of each month. Interest on the 
Series A Capital Appreciation Bonds are not payable on a current basis but are added to the principal of 
the Capital Appreciation Bonds on each January 1 and July 1 (Compounding Dates), and are treated as if 
accruing in equal daily amounts between Compounding Dates, until paid at maturity or upon redemption. 
Interest shall be computed on the basis of a 360 day year consisting of twelve 30 day months. 

The Series A Bonds are subject to redemption at the option of the System from any source, in whole or in 
part at any time on or after July 1, 2018, at a redemption price equal to the principal amount (in the case of 
Series A Capital Appreciation Bonds, the accreted amount) of the Series A Bonds, plus accrued interest to 
the redemption date, and without premium. 
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In addition, the following Series A Term Bonds are subject to mandatory redemption in part commencing on 
July 1, 2021 to the extent of the sinking fund requirement for said bonds set forth below at a redemption 
price equal to 100% of the principal amount thereof plus accrued interest as follows (in thousands): 

Redemption period Subject bonds Amount

July 1, 2021 Term bonds (final maturity July 1, 2023) $ 50,000  
July 1, 2022 Term bonds (final maturity July 1, 2023) 70,000  
July 1, 2023 Term bonds (final maturity July 1, 2023) 80,000  

Subtotal 200,000  

July 1, 2031 Term bonds (final maturity July 1, 2038) 3,000  
July 1, 2032 Term bonds (final maturity July 1, 2038) 4,500  
July 1, 2033 Term bonds (final maturity July 1, 2038) 4,000  
July 1, 2034 Term bonds (final maturity July 1, 2038) 133,500  
July 1, 2035 Term bonds (final maturity July 1, 2038) 133,500  
July 1, 2036 Term bonds (final maturity July 1, 2038) 133,500  
July 1, 2037 Term bonds (final maturity July 1, 2038) 133,500  
July 1, 2038 Term bonds (final maturity July 1, 2038) 133,500  

Subtotal 679,000  

Total $ 879,000  

 

Series B Bonds – The aggregate principal amount of the Series B Bonds amounted to approximately 
$1,059 million of which $816 million were issued as term bonds (the Series B Term Bonds) and 
$243 million were issued as capital appreciation bonds (the Series B Capital Appreciation Bonds). Interest 
in the Series B Term Bonds are payable monthly on the first day of each month. Interest on the Series B 
Capital Appreciation Bonds are not payable on a current basis but are added to the principal of the 
Series B Capital Appreciation Bonds on each January 1 and July 1 (Compounding Dates), and are treated 
as if accruing in equal daily amounts between Compounding Dates, until paid at maturity or upon 
redemption. Interest shall be computed on the basis of a 360 day year consisting of twelve 30 day months. 

The Series B Bonds are subject to redemption at the option of the System from any source, in whole or in 
part at any time on or after July 1, 2018, at a redemption price equal to the principal amount (in the case of 
Series B Capital Appreciation Bonds, the accreted amount) of the Series B Bonds, plus accrued interest to 
the redemption date, and without premium. 

Series C Bonds – The aggregate principal amount of the Series C Bonds amounted to approximately 
$300 million of which $298 million were issued as term bonds (the Series C Term Bonds) and $2 million 
were issued as capital appreciation bonds (the Series C Capital Appreciation Bonds). Interest in the 
Series C Term Bonds are payable monthly on the first day of each month. Interest on the Series C Capital 
Appreciation Bonds are not payable on a current basis, but are added to the principal of the Series C 
Capital Appreciation Bonds on each January 1 and July 1 (Compounding Dates), and are treated as if 
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accruing in equal daily amounts between Compounding Dates, until paid at maturity or upon redemption. 
Interest shall be computed on the basis of a 360 day year consisting of twelve 30 day months. 

The Series C Bonds are subject to redemption at the option of the System from any source, in whole or in 
part at any time on or after July 1, 2018, at a redemption price equal to the principal amount (in the case of 
Series C Capital Appreciation Bonds, the accreted amount) of the Series C Bonds, plus accrued interest to 
the redemption date, and without premium. 

In addition, the following Series C Term Bonds are subject to mandatory redemption in part commencing 
on July 1, 2024 to the extent of the sinking fund requirement for said bonds set forth below at a redemption 
price equal to 100% of the principal amount thereof plus accrued interest as follows (in thousands): 

Redemption period Subject bonds Amount

July 1, 2024 Term bonds (final maturity July 1, 2028) $ 18,700  
July 1, 2025 Term bonds (final maturity July 1, 2028) 22,000  
July 1, 2026 Term bonds (final maturity July 1, 2028) 29,150  
July 1, 2027 Term bonds (final maturity July 1, 2028) 36,300  
July 1, 2028 Term bonds (final maturity July 1, 2028) 3,850  

Subtotal 110,000  

July 1, 2029 Term bonds (final maturity July 1, 2038) 100  
July 1, 2030 Term bonds (final maturity July 1, 2038) 540  
July 1, 2031 Term bonds (final maturity July 1, 2038) 100  
July 1, 2032 Term bonds (final maturity July 1, 2038) 3,420  
July 1, 2033 Term bonds (final maturity July 1, 2038) 4,320  
July 1, 2034 Term bonds (final maturity July 1, 2038) 100  
July 1, 2035 Term bonds (final maturity July 1, 2038) 11,940  
July 1, 2036 Term bonds (final maturity July 1, 2038) 2,160  
July 1, 2037 Term bonds (final maturity July 1, 2038) 7,920  
July 1, 2038 Term bonds (final maturity July 1, 2038) 14,400  

Subtotal 45,000  

July 1, 2039 Term bonds (final maturity July 1, 2043) 28,600  
July 1, 2040 Term bonds (final maturity July 1, 2043) 28,600  
July 1, 2041 Term bonds (final maturity July 1, 2043) 28,600  
July 1, 2042 Term bonds (final maturity July 1, 2043) 28,600  
July 1, 2043 Term bonds (final maturity July 1, 2043) 28,600  

143,000  

Total $ 298,000  
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Debt service requirements in future years on the System’s bonds as of June 30, 2017 are as follows 
(in thousands): 

Principal Interest Total

Year ending June 30:
2018 $ —  166,519  166,519  
2019 —  166,519  166,519  
2020 —  166,519  166,519  
2021 —  166,519  166,519  
2022 —  166,519  166,519  
2023–2027 200,000  751,232  951,232  
2028–2032 1,036,595  702,754  1,739,349  
2033–2037 452,745  695,887  1,148,632  
2038–2042 1,210,220  407,702  1,617,922  
2043–2047 180,550  256,577  437,127  
2048–2052 —  247,568  247,568  
2053–2057 362,800  212,062  574,862  
2058–2062 398,200  14,401  412,601  

3,841,110  $ 4,120,778  7,961,888  

Less:
Unaccreted interest (668,723) 
Unamortized discount (5,915) 

Total $ 3,166,472  

 

Pledge of Employer Contributions Pursuant to Security Agreement – The System entered into a Security 
Agreement with the Fiscal Agent for the benefit of the bondholders, pursuant to which the System pledged 
to the Fiscal Agent, and granted the Fiscal Agent a security interest in employer contributions, as defined in 
the ERS Bond Resolution, made after January 31, 2008, which was the date of issuance of the first series 
of bonds, and the funds on deposit with the Fiscal Agent under the various accounts established under the 
Pension Funding Bond Resolution (the Resolution). 

The Resolution and the Security Agreement constitute a contract between the System and the Fiscal 
Agent, on behalf of the owners of the bonds. The pledge, covenants and agreements of the System set 
forth in the Resolution and the Security Agreement shall be for the equal benefit, protection and security of 
the owners of the bonds, regardless of time or times of their issuance or maturity, and shall be of equal 
rank, without preference, priority or distinction of any of the bonds over any other bond, except as expressly 
provided in or permitted by the Resolution. Annual employer contributions that are made after January 31, 
2008, which was the date of issuance of the first series of bonds, in accordance with the Act and amounts 
on deposit in the different accounts created pursuant to the Resolution for the benefits of the owners of the 
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bonds, are pledged for annual debt service requirements as established. The pledge is irrevocable so long 
as any bonds are outstanding under the terms of the Resolution. 

Starting in August 2016, and monthly thereafter, the Fiscal Agent under the Resolution of the System’s 
bonds notified to the System that it failed to transfer the requisite employers’ contributions on the last 
business day of each month. The Fiscal Agent is not seeking to collect or recover any indebtedness from, 
enforce any judgment against, or obtain possession of, exercise control over, any property of or from, the 
Commonwealth or any of its instrumentalities, including the System, or exercise any act that is stayed by 
PROMESA, the Puerto Rico Financial Emergency and Fiscal Responsibility Act of January 29, 2017 (Act 
No. 5 or the Financial Emergency Act), the Puerto Rico Emergency Moratorium and Financial 
Rehabilitation Act (Act No. 21 or the Moratorium Act), or any Executive Orders related thereto. The Fiscal 
Agent, however, has filed a proof of claim against the Commonwealth and the System in their respective 
Title III cases seeking the total aggregate amount of the outstanding System bonds. As discussed further in 
note 13, the validity of the System’s bonds is currently being challenged in the Title III Court. 

Bonds Credit Rating Downgrades - On June 24, 2016, Fitch Ratings Inc. downgraded the System’s Bonds 
from “CC” to “C” and placed them on “negative” outlook. Fitch cited “the breakdown of negotiations 
between the Commonwealth and major bondholders, the recent ruling by the U.S. Supreme Court on the 
Commonwealth’s bankruptcy legislation, and the slow process of federal legislation in support of the 
Commonwealth as indicators that a debt restructuring, deferral or default has become inevitable. On 
April 5, 2017, Moody’s Investors Service downgraded the System’s Bonds to from “C” to “Ca” and placed 
them on “negative” outlook, citing “persistent pressures on Puerto Rico’s economic base that indicate a 
diminishing perceived capacity to repay.” Standard & Poor’s Ratings Services currently rates the System’s 
Bonds at “CC.” 

(11) Guarantee Insurance Reserve for Member Loans 
The System provides life insurance that guarantees the payment of the outstanding principal balance of 
mortgage, personal and cultural trip loans in case of death of a plan member. The plan members who 
obtained these loans from the System pay the coverage in its entirety. The life insurance rates are 
actuarially determined and do not vary by age, sex, or health status. 

(12) Other Postemployment Healthcare Benefits Funded Status and Funding Progress 
The System’s other postemployment healthcare benefits (OPEB) funded status as of June 30, 2017, the 
most recent actuarial valuation date, is as follows (dollars in thousands): 

Unfunded UAAL as a
Actuarial Actuarial percentage
Accrued Accrued Annual of annual

Actuarial value of Liability Liability covered covered
plan assets (AAL) (UAAL) Funded ratio payroll payroll

$ —  1,138,309  1,138,309  — % $ 3,344,197  34.0 %
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The schedule of funding progress, presented as required supplementary information following the notes to 
the basic financial statements, presents multiyear trend information about whether the actuarial value of 
plan assets is increasing or decreasing over time relative to the AAL for benefits. 

Act No. 3 eliminated the medical insurance plan contribution of $100 per month for future retirees effective 
July 1, 2013. 

The census data collection date is at the beginning-of-fiscal-year. The liability results as of June 30, 2017 
are based on projecting the System obligations determined as of the census data collection date of July 1, 
2016 for one year, using roll-forward methods and assuming no liability gains or losses. The amortization 
period for GASB Statement No. 45 has been reduced to the expected future lifetime of current in pay 
members. 

The actuarial valuations used the following actuarial assumptions: 

Actuarial cost method Entry age normal
Amortization method 18 years closed (beginning

July 1, 2014), level dollar
Remaining amortization period 16 years
Asset valuation method Not applicable
Actuarial assumptions:

Investment rate of return 3.00%
Projected salary increases Not applicable
Projected payroll growth Not applicable
Inflation Not applicable
Cost of living adjustment Not applicable

 

Actuarial valuations of an ongoing plan involve estimates of the net value of reported amounts and 
assumptions about the probability of occurrence of events far into the future. Examples include 
assumptions about future employment and mortality. Amounts determined are subject to continuous 
revision as actual results are compared with past expectations and new estimates are made about the 
future. 

Calculations are based on the types of benefits provided under the terms of the substantive plan at the time 
of each valuation and on the pattern of sharing of costs between the employer and plan members to that 
point. The projection of OPEB for financial reporting purposes does not explicitly incorporate the potential 
effects of legal or contractual funding limitations on the pattern of cost sharing between the employer and 
plan members in the future. 

The actuarial calculations reflect a long–term perspective. Consistent with that perspective, actuarial 
methods and assumptions used include techniques that are designed to reduce short–term volatility in 
actuarial accrued liabilities and actuarial value of assets. 
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The OPEB mortality rate assumptions are the same as that for pension benefits. For additional information 
refer to note 5. 

(13) Contingencies 
A. Litigation Filed by Creditors Against the System Before Commencement of the Title III Case 

Administración de los Sistemas de Retiro de los Empleados del Gobierno y la Judicatura de Puerto 
Rico, et. al v. UBS Fin. Servs. Inc. of Puerto Rico, et al., Civ. No. KAC-2011-1067 (803) (P.R. Ct. of 
First Instance Sept. 29, 2011) 

On September 29, 2011, two System beneficiaries commenced a derivative suit in the Commonwealth 
of Puerto Rico Court of First Instance, San Juan Part (the Commonwealth Court), alleging breach of 
fiduciary duties and breach of contract against the underwriters in the issuance and underwriting of 
$3 billion of the System Bonds in 2008 (the UBS Action). On December 7, 2016, the Commonwealth 
Court allowed the System to intervene and ordered the plaintiffs, which now include the System and 
seven individual plaintiffs (collectively, the Plaintiffs), to file a third amended complaint against the 
underwriters, including UBS Financial Services Inc. of Puerto Rico (UBS), and related entities 
(collectively, the UBS Defendants). UBS had served as the lead underwriter of the 2008 System 
Bonds. 

Among other things, Plaintiffs allege that by participating as the lead underwriter of the 2008 System 
Bonds, UBS violated its contractual, non-contractual and fiduciary obligations to the System. The 
Plaintiffs seek a ruling that UBS is liable to the System for over $800 million for underwriting the 2008 
System Bonds. 

On March 6, 2019, Plaintiffs filed the Fourth Amended Complaint against the UBS Defendants, which 
was accepted by the Commonwealth Court on April 15, 2019. On April 29, 2019, UBS filed its answer 
and an informative motion regarding its intent to file a counterclaim if the System’s Title III automatic 
stay were to be lifted. The proposed counterclaim attached to the informative motion alleges breach of 
contract and indemnification arising out of the System’s issuance of the 2008 System Bonds. 

On June 25, 2019, the Oversight Board filed a motion to stay certain contested matters pending 
confirmation of a proposed plan of adjustment for the Commonwealth. On July 24, 2019, the Title III 
Court entered an order staying until November 30, 2019, various adversary proceedings and claims 
objections before it with overlapping issues, including those involving the validity of the System Bond 
issuances. UBS contends that the UBS Action in the Commonwealth Court should be stayed pending 
the Title III Court’s resolution of alleged common legal issues. 

On October 8, 2019, UBS filed a motion for relief from the automatic stay in order to assert 
counterclaims in the Commonwealth Court for breach of contract and indemnification against the 
System in the UBS Action. UBS asserts that the System represented in the 2008 System Bond Offering 
Statements that it was issuing the 2008 System Bonds in accordance with the authority provided under 
the Retirement Act, and that the 2008 System Bonds would be legally binding special obligations of the 
System. UBS also argues that the System represented in the purchase contracts entered into with UBS 
that the System had full right, power and legal authority to issue the bonds, and it was not in violation of 
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any law On December 11, 2019, the Title III Court held a hearing on UBS’s stay relief motion. On 
December 16, 2019, the Title III Court granted UBS limited relief from the stay solely to allow UBS to 
present its proposed counterclaims in the Commonwealth Court. On February 4, 2020, UBS submitted 
its counterclaims in the Commonwealth Court. On March 9, 2020, the Oversight Board filed its 
objections to the counterclaims. On March 30, 2020, UBS renewed its stay relief motion, arguing that 
the Oversight Board’s objection to the counterclaims violated the December limited lift-stay order and 
the Commonwealth Court should now be free to hear the Oversight Board’s objections. On April 22, 
2020, the Title III Court denied the motion. 

UBS has also filed two proofs of claim against the System related to the UBS Action, as well as two 
proofs of claim related to Casasnovas Balado v. UBS Fin. Servs., Inc., No. K AC-2014-0072 (905) 
(P.R. Ct. of First Instance Jan. 29, 2016), an action filed by a group of individual plaintiffs arising from 
the System Bond issuances. 

B. Litigation Filed by Creditors Against the System After Commencement of the Title III Case 
Employees Ret. Sys. of the Gov’t of the Commonwealth of Puerto Rico, et al. v. Altair Global Credit 
Opportunities Fund (A), LLC, et al., Adv. Pro. No. 17-00213 (D.P.R. July 21, 2017) 

On July 21, 2017, the Oversight Board, as representative of the System in its Title III case, commenced 
an adversary proceeding challenging the System bondholders’ security interests in various system 
assets through a declaratory relief action (the System Declaratory Relief Action). Through the System 
Declaratory Relief Action, the Oversight Board, as representative of the System in the Title III case, 
sought declaratory relief challenging the validity, priority, extent, and enforceability of the prepetition 
and postpetition liens and security interests asserted by defendants with respect to bonds issued by the 
System. The complaint contends that the System bondholders’ alleged liens and security interests are 
not perfected because the required UCC financing statements and subsequent amendments were 
defective, and therefore the liens could be avoided in the Title III case. The System Declaratory Relief 
Action also challenged, among other things, the System bondholders’ alleged security interest in 
postpetition employer contributions. 

On August 17, 2018, the Title III Court granted partial summary judgment in favor of the System. The 
Title III Court held, among other things, that the System bondholders’ liens are not perfected and their 
security interests are avoidable under Bankruptcy Code section 544. On September 5, 2018, the 
Title III Court entered an order dismissing the remaining counts and counterclaims. This decision was 
appealed to the United States Court of Appeals for the First Circuit. 
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On January 30, 2019, the First Circuit (i) affirmed the Title III Court’s holding that the 2018 financing 
statements related to the System’s bonds did not perfect the System bondholders’ security interest in 
pledged property, (ii) affirmed the dismissal of the System bondholders’ claim regarding a 
January 2017 stipulation, and (iii) reversed the Title III Court by finding that the System bondholders 
met the requirement for perfection beginning on December 17, 2015. In addition, the First Circuit 
remanded certain counterclaims to the Title III Court for further consideration. On April 30, 2019, the 
Oversight Board, on behalf of the System, filed a petition for a writ of certiorari with the United States 
Supreme Court, seeking to reverse the First Circuit’s decision. The petition was denied on October 7, 
2019. 

On remand, the System requested that the Title III Court (i) determine the undecided issue of whether 
the System bondholders’ security interests attach to revenues received by the System after 
commencement of its Title III case (the Post-Petition Revenue Issue) and (ii) grant it leave to file an 
amended adversary complaint to raise issues concerning the nature or extent of the System 
bondholders’ security interests. On May 6, 2019, the Title III Court agreed to determine the Post-
Petition Revenue Issue, but denied the System’s request for leave to amend its complaint. On June 27, 
2019, the Title III Court granted summary judgment in favor of the System on the Post-Petition 
Revenue Issue, holding that Bankruptcy Code section 552 prevents the System bondholders’ security 
interests from attaching to revenues received by the System post-petition, and finding that employers’ 
contributions are not “special revenues” within the meaning of Bankruptcy Code section 902. On 
July 18, 2019, the System’s bondholders appealed the Title III Court’s decision to the United States 
Court of Appeals for the First Circuit. On January 30, 2020, the First Circuit issued an opinion affirming 
the Title III Court’s decision. On March 3, 2020, the First Circuit denied the System bondholders 
petition for rehearing en banc. 

Andalusian Global Designated Activity Co., et al. v. Commonwealth of Puerto Rico, et al., Adv. Pro. 
Nos. 17-00219-LTS, 17-00220-LTS (D.P.R. July 27, 2017) 

On July 27, 2017, a group of System bondholders commenced adversary proceedings against the 
Commonwealth and the System in the cases initially captioned as Altair Global Credit Opp. Fund (A), 
LLC, et al. v. Commonwealth of Puerto Rico, et al., Adv. Pro. Nos. 17-00219-LTS, 17-00220-LTS 
(D.P.R. July 27, 2017) (collectively, the PayGo Litigation), seeking a declaration that Joint Resolution 
188 and Act 106-2017 (collectively, the PayGo Statute)are void ab initio because they violate the 
Title III automatic stay and the Contracts Clause and Takings Clause of the United States Constitution. 

On November 17, 2017, the Oversight Board, as representative of the System in its Title III case and 
joined by FAFAA and the Retiree Committee, filed a motion to dismiss the PayGo Litigation. On 
February 2, 2018, the Title III Court issued an order informing the parties that the motion to dismiss 
would be taken under submission. On September 9, 2018, the Title III Court stayed the case pending 
the United States Court of Appeals for the First Circuit’s decision on the summary judgment appeal in 
the System Declaratory Relief Action, which decision was rendered on January 30, 2019 (as discussed 
above). In light of the stay, on September 27, 2018, the Title III Court terminated the motion to dismiss 
without prejudice to its restoration on request following termination of the stay. No parties have moved 
to lift the stay. 
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On March 1, 2019, the Title III Court dismissed this case without prejudice as to Altair Global Credit 
Opportunities Fund (A), LLC and Nokota Capital Master Fund, L.P. As a result, the case was re-
captioned Andalusian Global Designated Activity Co. et al v. Commonwealth of Puerto Rico, et al., Adv. 
Pro. Nos. 17-00219-LTS, 17-00220-LTS (D.P.R.). On March 5, 2019, the Title III Court entered an 
order allowing certain System Bondholders – Crown Managed Accounts (for and on behalf of 
Crown/PW SP), LMA SPC (for and on behalf of Map 98 Segregated Portfolio), Oceana Master Fund 
Ltd., Pentwater Merger Arbitrage Master Fund Ltd., and PWCM Master Fund Ltd. – to intervene in the 
adversary proceeding. On October 25, 2019, these System Bondholders filed a motion to inform filing 
of a response to certain arguments concerning the validity of bonds issued by the System in the 
omnibus claims objections of the Creditors’ Committee and the Retiree Committee, as well as in the 
motion to dismiss. As of the date of these financial statements, there has been no further docket 
activity. 

C. Key Contested Matters in the System’s Title III Case 
Appointments Clause Litigation, Case No. 17-3566-LTS (D.P.R. Aug. 7, 2017) 

On August 7, 2017, a group of GO bondholders led by Aurelius Investment, LLC, Aurelius 
Opportunities Fund, LLC, and Lex Claims, LLC (collectively, Aurelius) filed a motion to dismiss the Title 
III petitions. In the motion, Aurelius argued that the appointment of the Oversight Board members 
violated the “Appointments Clause” of the United States Constitution, which requires that “principal 
officers” of the United States be appointed by the President and confirmed by the Senate. The Title III 
Court denied Aurelius’ motion to dismiss, and Aurelius appealed to the United States Court of Appeals 
for the First Circuit. On February 15, 2019, the First Circuit reversed the Title III Court, holding that the 
Oversight Board members’ appointment process violated the Appointments Clause. The First Circuit 
stayed its ruling for 90 days to allow the President and Senate to appoint the members of the Oversight 
Board in accordance with the United States Constitution. It also expressly validated all of the Oversight 
Board’s past actions, including any actions taken by the Oversight Board during the 90-day stay period. 

On April 23, 2019, the Oversight Board appealed the First Circuit’s decision to the United States 
Supreme Court by filing a petition for a writ of certiorari. On April 24, 2019, the Oversight Board filed a 
motion in the First Circuit requesting an extension of the 90-day stay of its February 15 decision until 
the Supreme Court’s final disposition of the case. On May 6, 2019, the First Circuit granted in part the 
Oversight Board’s extension motion by extending the stay of its February 15 decision until July 15, 
2019, but denied the request to extend the stay indefinitely until the Supreme Court’s final disposition of 
the case. 

On May 30, 2019, Aurelius filed a cross petition for a writ of certiorari in the United States Supreme 
Court to challenge the First Circuit’s validation of the Oversight Board’s past actions under the de facto 
officer doctrine. On June 6, 2019, the Solicitor General of the United States and the Creditors’ 
Committee each filed separate petitions for writs of certiorari in the United States Supreme Court to 
address whether the members of the Oversight Board are “Officers of the United States” within the 
meaning of the Appointments Clause. On June 14, 2019, Unión de Trabajadores de la Industria 
Eléctrica y Riefo (UTIER) – the plaintiff in a related adversary proceeding under Case Nos. 17-00228 – 
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LTS – filed its own separate petition for a writ of certiorari in the United States Supreme Court to 
challenge the First Circuit’s application of the de facto officer doctrine. 

On June 18, 2019, the President of the United States re-nominated all seven original Oversight Board 
members to complete the remainder of their terms, and these nominations are currently pending before 
the United States Senate. 

On June 20, 2019, the United States Supreme Court granted the Oversight Board, Aurelius, Solicitor 
General, Creditors’ Committee, and UTIER petitions for writs of certiorari and stayed the First Circuit 
decision pending its final determination. Oral argument on the appeal was heard before the United 
States Supreme Court on October 15, 2019. As of the date of these financial statements, the Supreme 
Court has not yet entered its decision on the appeal. 

Motion of Certain Secured Creditors of the System for Relief from the Automatic Stay, Case No. 17-
3566-LTS (D.P.R. July 3, 2018) 

On July 3, 2018, a group of System bondholders (including Altair Global, Andalusian Global, Glendon 
Opportunities Fund, Mason Capital, Nokota Capital, Oaktree, Ocher Rose, SV Credit and a number of 
Puerto Rico-based mutual funds) filed a motion (the Stay Relief Motion) in the System’s Title III case 
arguing that the Prepetition Segregated Account would run out of funds in August 2018, depriving 
bondholders of adequate protection in the form of monthly interest payments and therefore leaving 
movants’ constitutionally-protected property interests unprotected. Movants asserted that relief from the 
Title III stay was necessary in order to maintain the status quo pending the Title III Court’s resolution of 
the cross-motions for summary judgment in the System Declaratory Relief Action (discussed above). In 
the alternative, movants requested adequate protection of their liens on property of the System. On 
August 21, 2018, the Title III Court denied the Stay Relief Motion, and on August 29, 2018, the System 
bondholders filed an appeal to the United States Court of Appeals for the First Circuit. 

On February 21, 2019, movants renewed their Stay Relief Motion following the First Circuit’s 
January 30, 2019 reversal, in part, of the Title III Court’s August 17, 2018 order in the System 
Declaratory Relief Action. In light of the Title III Court’s June 27, 2019 decision in the System 
Declaratory Relief Action, the Title III Court terminated the renewed Stay Relief Motion without 
prejudice on July 8, 2019. 

Omnibus Objections to System Bondholder Claims, Case No. 17-3566-LTS 

On March 12, 2019, the Creditors’ Committee filed an omnibus objection to all claims asserted against 
the System based on the approximately $3.1 billion of outstanding bonds issued by the System in 2008 
(the Creditors’ Committee System Bond Claims Objection). The Creditors’ Committee System Bond 
Claims Objection argues that the System was only authorized to issue a “direct placement of debts,” 
which the Creditors’ Committee claims means a “private placement, not a public offering.” Because the 
System Bonds were issued in a public offering, the Creditors’ Committee asserts that the System 
Bonds were ultra vires and are thus “null and void.” As a result, the Creditors’ Committee seeks an 
order disallowing all System bond claims in their entirety. Also on March 12, 2019, the Creditors’ 
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Committee filed a procedures motion related to the adjudication of the Creditors’ Committee System 
Bond Claims Objection. 

On April 23, 2019, the Retiree Committee filed an omnibus objection (the Retiree Committee System 
Bond Claims Objection) to all System bondholder claims asserted against both the System and the 
Commonwealth on the grounds that the System Bonds were issued ultra vires and that the System 
bondholders have no enforceable claim with respect to the System Bonds. 

On July 24, 2019, the Title III Court entered an order (the July 24 Stay Order) staying the Creditors’ 
Committee System Bond Claims Objection and Retiree Committee System Bond Claims Objection 
(together, the “System Bond Claims Objections). 

On October 18, 2019, the parties to the System Bond Claims Objections jointly filed a motion and 
stipulated order seeking to modify the July 24, Stay Oder by allowing for the ultra vires issues and lien-
scope issues raised in the objections to proceed. On October 24, 2019, the Title III Court has not yet 
entered the stipulated order granted the motion and established a discovery and briefing schedule 
related to the ultra vires and lien-scope issues through May 2020. On October 28, 2019, the Title III 
Court entered an order requiring a mediation report and/or scheduling order as to the remaining stayed 
matters by November 27, 2019 and extended the stay through December 31, 2019 as to all other 
matters not related to the ultra vires and lien-scope issues. On November 27, 2019, the court – 
appointed mediation team filed an interim status report, which provided recommended scheduling and 
sequencing of certain key litigation issues, including (i) the validity of certain challenged series of GO 
and PBA bonds; (ii) the secured or unsecured status of claims on GO and PBA bonds; and (iii) the 
rights, as against the Commonwealth, of holders of revenue bonds and other debt issued by certain 
Puerto Rico instrumentalities. Under the proposed scheduling order contained in the interim status 
report, the mediation team has proposed initial briefing on these issues to commence in February 2020 
with hearings scheduled on April 30, 2020 and in June 2020. On December 27, 2019, the Title III Court 
entered an amended order extending the stay through March 11, 2020. On February 10, 2020, the 
mediation team filed an amended report, which the Title III Court considered at a hearing held on 
March 4, 2020. On March 10, 2020, the Title III Court entered a final order on the stay period, 
authorizing certain lift stay motions and revenue bond complaints to proceed but otherwise kept the 
stay in place for proceedings that do not involve ultra vires and/or lien-scope issues pending the Title III 
Court’s decision on confirmation of the Amended Plan (defined below). 

On January 6, 2020, the Oversight Board and Creditors’ Committee filed several additional objections 
to the proofs of claim filed by the System Fiscal Agent and System bondholders. The Oversight Board 
filed an objection to the System Fiscal Agent’s proof of claim, which asserts a claim for approximately 
$3.8 billion in principal, $9.2 million in accrued but unpaid interest, and other fees and expenses. 
Referencing the System Bond Claims Objections, the Oversight Board argues that the System Fiscal 
Agent’s claim should be disallowed because the bonds were issued ultra vires, but even if the issuance 
was not ultra vires the Fiscal Agent is undersecured and is only entitled to assets in which the Fiscal 
Agent has a security interest and can be traced (if any). The Oversight Board also filed objections to 
the System bondholders’ proofs of claim against the System, similarly arguing that the bondholders’ 
claims should be disallowed as duplicative of the Fiscal Agent’s claim. In addition, the Creditors’ 
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Committee filed an objection to System bondholder claims, reiterating that it seeks disallowance of the 
bondholders’ claims on ultra vires grounds and, alternatively, the System bondholders’ asserted 
secured claims against the System’s property are limited only to employer contributions held by the 
System on its Title III case petition date that are identifiable from other System assets, which System 
bondholders will not be able to show. 

System Clawback Litigation, Adv. Pro. Nos. 19-355, 19-356, 19-357, 19-358, 19-359, 19-360, and 19-
361-LTS (D.P.R. May 19, 2019) 

On May 19, 2019, the Creditors’ Committee and the Oversight Board, acting through its Special Claims 
Committee, commenced seven adversary proceedings (collectively, the System Clawback Litigation) 
against approximately 230 defendants that owned or currently own Bonds. The plaintiffs seek 
declaratory relief relating to the Bonds and recovery of certain payments of principal and interest on the 
Bonds. On May 21, 2019, the plaintiffs filed a motion requesting that the Title III Court enter an order 
(i) extending the period for serving domestic defendants in the Avoidance Actions to November 18, 
2019, and (ii) otherwise staying the Avoidance Actions pending a joint request by both plaintiffs to 
resume a particular proceeding or further order of the Title III Court. 

On July 24, 2019, the Title III Court entered an order staying the System Clawback Litigation through 
November 30, 2019 and required mandatory mediation of the issues during the stay period. 

On October 18, 2019, the parties to the System Clawback Litigation jointly filed a motion and stipulated 
order seeking to modify the July 24, 2019 stay order Stay Order by allowing for the ultra vires issues 
related to the ERS Bonds System bonds to proceed. The On October 24, 2019, the Title III Court has 
not yet entered the stipulated order.granted the motion to modify the July 24 Stay Order and 
established a discovery and briefing schedule related to the ultra vires issues through May 2020. On 
November 1, 2019, defendant bond holders commenced discovery against various parties and 
non-parties, including the System, related to the ultra vires issues. As of the date hereof, the discovery 
process is ongoing. 

On October 28, 2019, the Title III Court entered an order requiring a mediation report and/or scheduling 
order as to the remaining stayed matters by November 27, 2019 and extended the stay on non-ultra 
vires matters through December 31, 2019. On December 27, 2019, the Title III Court entered an 
amended order extending the stay on non-ultra vires matters through March 11, 2020. On March 10, 
2020, the Title III Court entered a final order on the stay period, authorizing certain lift stay motions and 
revenue bond complaints to proceed but otherwise kept the stay in place for proceedings that do not 
involve ultra vires and/or lien-scope issues pending the Title III Court’s decision on confirmation of the 
Amended Plan (defined below). 

Lien-Scope Adversary Proceedings, Adv. Pro. Nos. 19-00366-LTS (D.P.R.) and 19-00367-LTS 
(D.P.R.). 

On May 20, 2019, the System and the Creditors’ Committee commenced separate adversary 
proceedings (collectively, the “Lien-Scope Actions”) against the Fiscal Agent and certain beneficial 
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owners of the Bonds, alleging that the defendants do not hold valid and enforceable security interests 
in any of the System’s remaining assets or the proceeds thereof (except certain accounts receivable). 

On July 24, 2019, the Title III Court entered an order staying Lien-Scope Actions through 
November 30, 2019 and required mandatory mediation of the issues during the stay period. 

On October 18, 2019, the parties to the Lien-Scope Actions jointly filed a motion and stipulated order 
seeking to modify the July 24, 2019 stay order Stay Order by allowing for issues regarding the scope of 
the System bondholders’ liens the lien-scope issues raised in the complaints to proceed. 

On October 24, 2019, the Title III Court has not yet entered the stipulated order.granted the motion and 
established a discovery and briefing schedule related to the lien-scope issues through May 2020. On 
November 1, 2019, defendant bondholders commenced discovery against various parties and 
non-parties, including the System. As of the date hereof, the discovery process is ongoing. 

On October 28, 2019, the Title III Court entered an order requiring a mediation report and/or scheduling 
order as to the remaining stayed matters by November 27, 2019 and extended the stay through 
December 31, 2019 as to all other matters not related to the lien-scope issues. On November 27, 2019, 
the court-appointed mediation team filed an interim status report, which provided recommended 
scheduling and sequencing of certain key litigation issues, including (i) the validity of certain challenged 
series of GO and PBA bonds; (ii) the secured or unsecured status of claims on GO and PBA bonds; 
and (iii) the rights, as against the Commonwealth, of holders of revenue bonds and other debt issued 
by certain Puerto Rico instrumentalities. Under the proposed scheduling order contained in the interim 
status report, the mediation team has proposed initial briefing on these issues to commence in 
February 2020 with hearings scheduled on April 30, 2020 and in June 2020. On December 27, 2019, 
the Title III Court entered an amended order extending the stay through March 11, 2020. On 
February 10, 2020, the mediation team filed an amended report and recommendation and parties filed 
their responses to the amended report on February 21, 2020. On March 10, 2020, the Title III Court 
entered a final order on the stay period, authorizing certain lift stay motions and revenue bond 
complaints to proceed but otherwise kept the stay in place for proceedings that do not involve ultra 
vires and/or lien-scope issues pending the Title III Court’s decision on confirmation of the Amended 
Plan (refer to note 14 for details). 

The Fin. Oversight & Mgmt. Bd. for Puerto Rico v. Vásquez, Adv. Pro. No. 19-00393 (D.P.R.) (Jul. 3, 
2019) 

On July 3, 2019, the Oversight Board filed a complaint against the Governor and FAFAA seeking 
injunctive relief to prevent the implementation and enforcement of Act 29-2019, which eliminated the 
obligation of municipalities to make PayGo payments to the Commonwealth, and various joint 
resolutions because (i) Act 29 violated PROMESA sections 204(a) and 207; (ii) Act 29-2019 and the 
joint resolutions violated PROMESA section 204(c); (iii) Act 29-2019 and the joint resolutions violated 
PROMESA section 108(a) because they impair and/or defeat the purposes of PROMESA, as 
determined by the Oversight Board; and (iv) the Governor’s alleged policy of not providing certifications 
as required under PROMESA section 204 violated PROMESA section 108(a) because it impairs and/or 
defeats the purposes of PROMESA, as determined by the Oversight Board. 
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On July 15, 2019, the Governor and FAFAA moved to dismiss the complaint. On August 22, 2019, the 
Title III Court denied the motion to dismiss in its entirety. On September 10, 2019, the Governor and 
FAFAA answered the complaint. On December 13, 2019, the Oversight Board filed a motion for 
summary judgment. On February 5, 2020, the Governor and FAFAA filed their opposition to the 
Oversight Board’s summary judgment motion. On March 5, 2020, the Title III Court heard oral 
argument on the summary judgment motion. As of the date hereof, the Title III Court has not yet made 
a final determination on the merits or issued its decision. 

ERS Bondholders’ Motion to Appoint Trustee, Case No. 17-03566-LTS (D.P.R. Nov. 19, 2019) 

On November 19, 2019, a certain a group of System Bondholders (including Andalusian Global, Crown 
Managed Accounts, Glendon Opportunities, LMA SPC, Mason Capital, Oaktree, Oceana, and 
Pentwater) filed a motion (the Trustee Motion) in the System’s Title III case arguing that the Court 
should appoint a trustee pursuant to Bankruptcy Code section 926 to pursue avoidance claims against 
the Commonwealth on behalf of the System. Movants specifically sought to have a trustee appointed to 
avoid alleged transfers made by the System to the Commonwealth pursuant to pension reform 
legislation enacted by the Commonwealth government. Movants asserted that the Oversight Board 
unjustifiably refused to pursue these avoidance claims and that the Oversight Board had a conflict of 
interest because it represents both the Commonwealth and the System. On January 7, 2020, the 
Title III Court denied the Trustee Motion, and on January 10, 2020, the System Bondholders filed an 
appeal to the United States Court of Appeals for the First Circuit. On March 19, 2020, the First Circuit 
issued an opinion affirming the Title III Court’s order denying the Trustee Motion 

In addition to the foregoing matters, the System is a defendant or co-defendant in various lawsuits 
resulting from the ordinary conduct of its operations. Based on the advice of legal counsel and 
considering insurance coverages, management is of the opinion that the ultimate liability, if any, will not 
have a material effect on the financial status of the System. 

(14) Subsequent Events 
Subsequent events were evaluated through June 29, 2020, the date the financial statements were 
available to be issued, to determine if such events should be recognized or disclosed in the 2017 financial 
statements. The subsequent events disclosed below are principally those related to debt activities, 
including fiscal events and related legislation, both local and federal, that management believes are of 
public interest for disclosure. 

A. Sale of System Investments 
On June 23, 2017, the Legislative Assembly approved certain other assignments for fiscal year 2018 
under Joint Resolution 188, which among other things, ordered the System, JRS, and TRS to liquidate 
their assets and pass the net proceeds to the Treasury Department. In July 20, 2017, the System sold 
investments in the total aggregate amount of approximately $297 million and transferred approximately 
$190 million of the net proceeds to the Treasury Department as required under Joint Resolution 188. 
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B. PayGo Pension Reform 
On June 27, 2017, the Treasury Department issued Circular Letter No. 1300-46-17 to convey to the 
central government agencies, public corporations and municipalities the new implementation 
procedures to adopt, effective July 1, 2017, a new “pay-as-you-go” (PayGo) system. With the start of 
fiscal year 2018, employers’ contributions, contributions ordered by special laws, and the Additional 
Uniform Contribution were all eliminated. 

The PayGo system was one component of Act 106-2017, which the Governor signed into law on 
August 23, 2017. Act 106-2017 created the legal framework for the Commonwealth to guarantee 
benefit payments to pensioners through the PayGo system. Approximately $2 billion was allocated for 
these purposes in each of the budgets for fiscal year 2018 and fiscal year 2019. Act 106-2017 also 
created a Defined Contributions Plan, similar to a 401(k) plan, that will be managed by a private entity. 
Future benefits will not be paid by the Retirement Systems. 

Act 106-2017, among other things, amended Act No. 12 with respect to the System’s governance, 
funding and benefits for active members of the actual program and new hired members. Under Act 
106-2017, the System’s board of trustees was eliminated and a new Retirement Board was created. 
The Retirement Board is currently responsible for governing both the System, JRS and TRS. 

Act 106-2017 terminated the previously existing pension programs for the System participants as of 
June 30, 2017. The members of the prior programs and new system members hired on and after 
July 1, 2017 will be enrolled in a new defined contributions program that will be selected by the 
Retirement Board. The accumulated balance on the accounts of the prior program will be transferred to 
the member accounts in the new defined contribution program. The System’s active members of the 
defined contributions program will retain their benefits as stated under Act 91 of March 29, 2003. 

Act 106-2017 also ordered a suspension of the System’s loan programs and ordered a merger of the 
administrative structures of the retirement systems. At the Retirement Board’s discretion, the 
administration of the System benefits may be externalized. The employees of the System that are not 
retained under the new administrative structure will be transferred to other public agencies in 
conformity with Act No. 8 of February 8, 2017. 

In addition, Act 106-2017 repealed the Voluntary Early Retirement Law, Act No. 211 of 2015, while 
creating an incentives, opportunities and retraining program for public workers. 

On May 17, 2019, the Legislature passed Act No. 29 of 2019 (Act 29-2019), which addressed the 
severe financial crisis and liquidity shortage of the Puerto Rico municipalities by relieving them of their 
obligation to make PayGo payments to the Commonwealth under Act 106-2017. The Oversight Board 
has challenged the implementation and enforcement of Act 29-2019, as discussed in note 13 to the 
basic financial statements. 

On January 30, 2020, the United States Court of Appeals for the First Circuit entered an opinion in the 
System Declaratory Relief Action upholding the Title III Court’s determination that Bankruptcy Code 
section 552 prevents System bondholders’ security interests from attaching to post-petition revenues 
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and finding that employers’ contributions are not “special revenues” within the meaning of Bankruptcy 
Code section 902. As a result, the First Circuit has determined that System bondholders do not have a 
security interest in employer contributions received after the System’s petition date. 

For additional information regarding litigation related to Act 106-2017 and the PayGo system, refer to 
note 13 to the basic financial statements. 

C. Debt Investigation Report 
On August 2, 2017, the Oversight Board announced its intention, under its authority under PROMESA, 
to conduct an investigation to review the financial crisis and its contributors, and examine Puerto Rico’s 
debt and its issuance, including disclosure and selling practices. To that end, the Oversight Board 
named a special investigation committee (the Special Investigation Committee), and conducted a 
competitive process to identify and select an independent firm to conduct the investigation. On 
September 13, 2017, the Oversight Board announced that the Special Investigation Committee 
retained an independent investigator to carry out a review of the Commonwealth’s debt and its 
connection to the current financial crisis. The Oversight Board published the independent investigator’s 
final report on August 20, 2018 (the Debt Investigation Report). The Debt Investigation Report provides 
an analysis of the historical and more recent macroeconomic and political factors contributing directly 
and indirectly to the Commonwealth’s fiscal and economic crisis, the Commonwealth’s municipal bond 
issuance process, and legislative efforts to restructure the debt, as well as the Oversight Board’s 
investigative findings, policy recommendations, and identification of potential claims and matters for 
regulatory attention. 

The Debt Investigation Report presented findings and recommendations on the following areas: 

• GDB 

• Puerto Rico Public Utilities (PREPA and PRASA) 

• COFINA 

• The System 

• Puerto Rico’s Budgeting, External Reporting, and Accounting Functions 

• Calculation of the Constitutional Debt Limit 

• Credit Rating Agencies (CRAs) 

• Selling Practices for Puerto Rico-Related Bonds 

• Puerto Rico’s Government Ethics Framework 

• Issuers’ Use of Interest Rate Swaps 

• Puerto Rico’s Lack of a Clear Mechanisms for Validating Puerto Rico-Related Bonds Before They 
Issue 

• Possession Tax Credit 
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The independent investigator also presented an overview of potential causes of action. The Debt 
Investigation Report in its entirety can be found on the Oversight Board’s website. 

On August 28, 2018, the Oversight Board appointed a special claims committee (the Special Claims 
Committee) and delegated to the Special Claims Committee any and all authority of the Oversight 
Board to review the findings in the Debt Investigation Report and to take any appropriate steps, 
including without limitation, recommending and/or initiating the negotiation and/or prosecution of claims 
based on the findings in the Debt Investigation Report on behalf of the Title III debtors for the benefit of 
all creditors and parties in interest in the Title III cases. The Special Claims Committee is entitled, in its 
full discretion, to determine the scope of any further action, including, but not limited to, additional 
investigation, as well as claims to be pursued, and to retain such advisors, consultants, attorneys or 
other advisors as it in its sole discretion sees fit. On October 25, 2018, the Special Claims Committee 
signed the contract with the firm that will provide those services. The System is cooperating with this 
investigation. 

For more information on the adversary proceedings and other motions in the Title III cases commenced 
by the Special Claims Committee against the System, refer to note 13 to the basic financial statements. 

D. Impact of Natural Disasters 
On September 6, 2017 and September 20, 2017, Hurricane Irma and Maria respectively made landfall 
in Puerto Rico. The hurricanes causes unprecedented and catastrophic damage to the island, its 
people and its business. As result of Hurricane Maria, the System’s headquarters suffered major 
damages. To continue operations, the System had to relocate its offices and entered into a lease 
agreement with the Puerto Rico Public Buildings Authority. As a result of the relocation, the System 
eliminated certain of its prior contracts related to auxiliary services and negotiated new ones. 

On December 28, 2019, the first of many earthquakes shook Puerto Rico. Since then, there have been 
more than 400 earthquakes of magnitude 2 or greater on the Richter scale, including its most 
destructive earthquake in a century with a magnitude of 6.4. Based on preliminary estimates, these 
earthquakes have caused approximately $500 million in damages, and thousands of Puerto Rico 
residents have been forced into refugee camps, as they are afraid to sleep in homes that could 
collapse in an aftershock. According to a January 29, 2020 report published by the United States 
Geological Survey, the aftershocks in Puerto Rico are not expected to stop any time soon, with 
earthquakes of at least a magnitude of 3 or greater expected to occur daily over the next several 
months and thereafter weekly for years. 
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E. Former Governor Rosselló’s Resignation and Government Transition under Governor Vázquez 
On July 24, 2019, then-Governor Ricardo Rosselló Nevares announced his resignation as Governor of 
the Commonwealth effective August 2, 2019 at 5pm Atlantic Standard Time. Before his resignation 
became effective, then-Governor Rosselló appointed former resident commissioner Pedro Pierluisi as 
Secretary of State. After being confirmed by the House of Representatives (but not the Senate), Mr. 
Pierluisi was sworn in as acting Governor. On August 7, 2019, the Puerto Rico Supreme Court 
unanimously determined that Mr. Pierluisi was illegally sworn into office as Governor. As a result, 
Justice Secretary Wanda Vázquez was sworn in as Governor on August 7, 2019 to complete former 
Governor Rosselló’s term through 2020 and, as of the date of these financial statements, currently 
serves as the Governor of the Commonwealth. 

F. Oversight Board Files Joint Plan of Adjustment for the Commonwealth, the System, and PBA 
On September 27, 2019, the Oversight Board – as representative of the Commonwealth, the System, 
and PBA in their respective Title III cases – filed its initial joint Title III plan of adjustment for the 
Commonwealth, the System and PBA [ECF No. 8765] (the Initial Plan) along with a disclosure 
statement related thereto [ECF No. 8765] (the Initial Disclosure Statement). On February 28, 2020, the 
Oversight Board filed its Amended Title III Joint Plan of Adjustment of the Commonwealth of Puerto 
Rico, et al. [ECF No. 11946] (the Amended Plan) and an amended disclosure statement related thereto 
[ECF No. 11947] (the Amended Disclosure Statement), which revised the Initial Plan to conform to the 
PSA. 

The Amended Plan and Amended Disclosure Statement do not reflect the potential impact from the on-
going outbreak of a respiratory illness caused by a novel (new) coronavirus known as COVID-19 first 
identified in Wuhan, Hubei Province, China. As a result, on March 23, 2020, the Oversight Board filed 
an urgent motion requesting to adjourn consideration of the Amended Disclosure Statement – currently 
scheduled for June 3 and June 4, 2020 – until further notice. 

The Amended Plan and Amended Disclosure Statement remain subject to future amendments, 
particularly given the potential economic impact of COVID-19, and Title III Court approval, and it is not 
certain that the Title III Court will ultimately confirm the Amended Plan. 

For further information, please refer to the publicly available Amended Plan and Amended Disclosure 
Statement, available at https://cases.primeclerk.com/puertorico/Home-DocketInfo. 
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G. Cybersecurity Attack 
During January 2020, the System discovered that an external agent gained access to the System’s 
Office 365 application. Apparently, the attacker impersonated a Finance Department’s employee email 
account and sent electronic communications to multiple public corporations. In the aforementioned 
electronic communications, the attacker gave instructions to change deposit bank accounts. This event 
did not involve an intrusion in the System’s accounting system, nor bank accounts, and System’s 
participants personal information. This event is under state and federal investigation. As of the date of 
this financial statements four public corporations transferred funds to the fraudulent banks accounts of 
approximately $4.4 million. The System is still investigating the matter and contracted the services of 
GM Security Technologies to investigate in deep this incident and provide recommendations to the 
System’s IT security policies. The System is also evaluating the effects of this cyber-attack and could 
include loss of revenues, increases in cybersecurity costs and an increase in insurance premiums, 
among others. 

H. Coronavirus Pandemic 
On March 15, 2020, the Governor of Puerto Rico issued the Executive Order #OE-2020-023 to make 
the necessary closures of the government and private companies to combat the effects of Coronavirus 
(COVID-19). The closure consists of a 14-days lock down and social distancing from March 16 to 
March 30, 2020. After this date, various executive orders were issued extending the closures of the 
government and private companies. The most recent was the Executive Order #OE-2020-048 issued 
on June 28, 2020 eliminates the lock down previously imposed and reduces the curfew hours imposed 
on the citizens of Puerto Rico and the control measures implemented to contain the spread of the 
COVID-19 through the island until July 22, 2020. 

As the result of the Executive Order, the System closed its operations effective March 16, 2020 and our 
operations since such date are very limited. The effect of the closing on our operations cannot be 
reasonable estimated at this time but we believe this closing will have a limited impact in our financial 
statements and operations. 

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 379 of 471



 

 

REQUIRED SUPPLEMENTARY INFORMATION 

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 380 of 471



EMPLOYEES’ RETIREMENT SYSTEM OF THE GOVERNMENT
OF THE COMMONWEALTH OF PUERTO RICO

(A Component Unit of the Commonwealth of Puerto Rico)

Schedule of Changes in the Employers’ Net Pension Liability and Related Ratios –
Pension Benefits (Unaudited)

Years ended June 30, 2017 and 2016

(Dollars in thousands)

2017 2016
Amount Amount

Total pension liability:
Service cost $ 628,025  496,732  
Interest 1,035,844  1,230,843  
Differences between expected and annual experience (248,414) (252,405) 
Changes in assumptions (4,179,110) 3,853,693  
Plan changes (2,017,468) —  
Benefit payments, including refunds of contributions (1,559,924) (1,565,152) 

Net change in total pension liability (6,341,047) 3,763,711  

Total pension liability – beginning 36,432,873  32,669,162  

Total pension liability – ending (a) 30,091,826  36,432,873  

Plan’s fiduciary net position (deficit):
Employer contributions – net of provision 921,537  779,477  
Member contributions 320,095  333,633  
Net investment income 28,155  870  
Other income 56,626  110,201  
Benefit payments, including refunds of member contributions (1,559,924) (1,565,152) 
Administrative expenses (24,358) (27,670) 
Interest on bonds payable (198,084) (196,211) 
Other expenses (387,015) (32,761) 

Net change in plan fiduciary net position (842,968) (597,613) 

Total fiduciary net position (deficit) – beginning (1,265,885) (668,272) 

Total fiduciary net position (deficit)– ending (b) (2,108,853) (1,265,885) 

Employers’ net pension liability – ending (a)-(b) $ 32,200,679  37,698,758  

Plan’s fiduciary net position (deficit) as a percentage of the total pension liability (7.01)% (3.47)%

Covered employee payroll $ 3,344,197  3,344,382  

Employers’ net pension liability as a percentage of covered employee payroll 962.88 % 1127.23%

Note: Schedule is intended to show information for ten years. Additional years will be displayed as they become
available.

See accompanying notes to required supplementary information and independent auditors’ report.
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Schedule of Investment Returns – Pension Benefits (Unaudited)

Annual money-weighted
Fiscal year ended (1) rate of return, net of expenses

June 30, 2017 6.8 %
June 30, 2016 6.7
June 30, 2015 4.2

(1) Schedule is intended to show information for ten years. Additional years will be displayed as they
become available.

See accompanying notes to required supplementary information and independent auditors’ report.
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Schedule of Employers’ Contributions – OPEB (Unaudited)

(Dollars in thousands)

Annual Actual
required employers’ Percentage of

Fiscal year ended (1) contributions contributions contribution

June 30, 2017 $ 105,859  91,280  86.2 %
June 30, 2016 107,739  93,728  87.0
June 30, 2015 103,878  97,374  93.7
June 30, 2014 88,508  102,085  115.3
June 30, 2013 154,999  91,823  59.2
June 30, 2012 133,654  94,664  70.8
June 30, 2011 129,395  93,851  72.5
June 30, 2010 128,294  88,599  69.1

(1) The System’s annual required contributions for the year ended June 30, 2017 and 2016 were
determined by the actuarial valuation at beginning of year that was updated to roll forward the
funded status to June 30, 2017 and 2016 and assuming no liability gains or losses. Prior year
actuarial valuations were made using end-of-year census data.

See accompanying notes to required supplementary information and independent auditors’ report.
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Schedule of Funding Progress – OPEB (Unaudited)

(Dollars in thousands)

Unfunded UAAL
Actuarial Actuarial percentage

Actuarial accrued accrued Annual of annual
value of liability liability Funded covered covered

Actuarial valuation date (1) plan assets (AAL) (UAAL) ratio payroll payroll

June 30, 2017 $ —  1,138,309  1,138,309  — % $ 3,344,197  34.0 %
June 30, 2016 —  1,349,503  1,349,503  — 3,344,382  40.4
June 30, 2015 —  1,428,788  1,428,788  — 3,319,280  43.0
June 30, 2014 —  1,438,475  1,438,475  — 3,489,096  41.2
June 30, 2013 —  1,482,879  1,482,879  — 3,489,096  42.5
June 30, 2012 —  2,120,970  2,120,970  — 3,570,339  59.4
June 30, 2011 —  1,758,389  1,758,389  — 3,666,402  48.0
June 30, 2010 —  1,699,373  1,699,373  — 3,818,332  44.5

(1) The System’s OPEB funded status as of June 30, 2017 and 2016 were determined by the actuarial valuation at beginning of
year that was updated to roll forward the funded status to June 30, 2017 and 2016 and assuming no liability gains or losses.
Prior year actuarial valuations were made using end-of-year census data.

See accompanying notes to required supplementary information and independent auditors’ report.
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Notes to Required Supplementary Information 
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 79 (Continued) 

(1) Changes in Benefits Terms 
There have not been any changes in plan provisions since the prior valuation. 

(2) Changes in Assumptions 
Actuarial assumptions are revised periodically to more closely reflect actual, as well as anticipated future 
experience. 

Based on the depletion of System assets during recent fiscal years and the implementation PayGo under 
Act 106-2017, the investment return assumption is no longer applicable to the System as of June 30, 2017. 
As of June 30, 2016, the investment return assumption was 6.55% per annum, net of investment expenses 
and based on the System’s investment policy, including target asset allocation and expectations regarding 
the loan portfolio and the System’s actuary’s capital market assumptions as of June 30, 2016. 

The projected mortality improvement scale was updated from Scale MP-2016 to Scale MP-2017, which 
was published by the Society of Actuaries in October 2017. Also, as Scale MP-2015 is a two-dimensional 
mortality scale, the base mortality rates for the post-retirement mortality assumption were set to the 2010 
rates – the central year of the 2007 to 2012 System experience study upon which the rates were based. In 
addition, the pre-retirement mortality rates were also updated to reflect updated mortality tables published 
by the Society of Actuaries. 

The asset basis for the date of depletion projection is the System’s fiduciary net position (the gross assets 
plus deferred outflows of resources less the gross liabilities, including the senior pension funding bonds 
payable, plus deferred inflows of resources). On this basis, the System’s fiduciary net position was 
exhausted in the fiscal year 2015. 

In addition, the date of depletion projection of the actuarial report does not include any amounts from the 
Additional Uniform Contribution required by Act No. 32 because of actual fiscal and budgetary financial 
difficulties with continued budget deficits and liquidity risks of the Commonwealth, public corporations and 
the municipalities and in the event that their financial condition does not improve in the near term. In 
addition, Act 106-2017 eliminated the Additional Uniform Contribution. 

The System’s fiduciary net position was not projected to be available to make all projected future benefit 
payments of current active and inactive employees. Therefore, the tax free municipal bond index (Bond 
Buyer General Obligation 20-Bond Municipal Bond Index) was applied to all periods of projected benefits 
payments to determine the total pension liability. 
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OF THE COMMONWEALTH OF PUERTO RICO 

(A Component Unit of the Commonwealth of Puerto Rico) 
Notes to Required Supplementary Information 

June 30, 2017 

 80 (Continued) 

The discount rate used to determine the total pension liability increased from 2.85% at June 30, 2016 to 
3.58% at June 30, 2017, determined under GASB Statement No. 67. Under GASB Statement No. 67, the 
investment return assumption is an input that is used in the calculation of the single equivalent interest rate 
that is used to discount these benefits to determine the Total Pension Liability. Under former 
GASB Statements No. 25 and No. 27, the investment return assumption was used to discount all projected 
Basic System Pension Benefits and System Administered Pension Benefits to determine the Actuarial 
Accrued Liability. For fiscal years 2008 to 2010 and for fiscal years 2011, 2012 and 2013, the discount 
rates determined under GASB Statements No. 25 and No. 27 were 7.50%, 6.40%, 6.00% and 6.40%, 
respectively. 

Also, the valuations for fiscal year 2017 and 2016 reflect a salary freeze until July 1, 2017 due to Act No. 66 
and the current economic conditions in Puerto Rico. 

(3) Changes in Actuarial Methods since the prior Valuation 
There have not been any changes in methods since the prior valuation. 

In fiscal years 2017 and 2016, the census data collection date is as of beginning-of-fiscal-year. The total 
pension liability at end of year was determined by actuarial valuation as of the census data collection date 
at beginning-of-year and was then projected forward to end-of-year, using roll-forward methods and 
assuming no liability gains or losses. 

The June 30, 2017, actuarial valuation reflects a decrease of $5,498 million in the net pension liability, 
mainly related to changes in assumptions of $4,179 million, as a result of an increase in the discount rate 
as required by GASB Statement No. 67 from 2.85% in fiscal year 2016 to 3.58% in fiscal year 2017, and 
the effect of plan changes of approximately $2,017 million. 

(4) Method and Assumptions Used in the System’s Actuarial Valuation 
The following actuarial methods and assumptions were used in the System’s actuarial valuation of June 30, 
2017: 

Actuarial cost method Entry age normal
Asset valuation method Market value of assets
Inflation Not applicable
Municipal bond index 3.58%, as per Bond Buyer General Obligation 20-Bond Municipal

Bond Index
Projected salary increases 3.00% per year. No compensation increases are assumed until

July 1, 2021 as a result of Act No. 3 of 2017, four year extension
of the Act 66-2014 and the current general economy.
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 81 

Mortality Pre-retirement Mortality:
For general employees not covered under Act No. 127, RP-2014

Employee Mortality Rates for males and females adjusted to
reflect Mortality Improvement Scale MP-2017 from the 2006 base
year, and projected forward using MP-2017 on generational basis.
For members covered under Act No. 127, RP-2014 Employee
Mortality Rates with blue collar adjustments for males and females
adjusted to reflect Mortality Improvement Scale MP-2017 from the
2006 base year, and projected forward using MP-2017 on
generational basis. As generational tables, they reflect mortality
improvements both before and after the measurement date.

100% of deaths while in active service are assumed to be
occupational for members covered under Act No. 127.

Post-retirement Healthy Mortality:
Rates which vary by gender are assumed for healthy retirees and

beneficiaries based on a study of plan’s experience from 2007 to
2012 and updated expectations regarding future mortality
improvement. The 2010 base rates are equal to 92% of the rates
from the UP-1994 Mortality Table for Males and 95% of the rates
from the UP-1994 Mortality Table for Females, both projected
from 1994 to 2010 using Scale AA. The base rates are projected
using Mortality Improvement Scale MP-2017 on a generational
basis. As a generational table, it reflects mortality improvements
both before and after the measurement date.

Post-retirement Disabled Mortality:
Rates which vary by gender are assumed for disabled retirees based

on a study of plan’s experience from 2007 to 2012 and updated
expectations regarding future mortality improvement. The 2010 base
rates are equal to 105% of the rates from the UP-1994 Mortality
Table for Males and 115% of the rates from the UP-1994 Mortality
Table for Females. The base rates are projected using Mortality
Improvement Scale MP-2017 on a generational basis. As a
generational table, it reflects mortality improvements both before
and after the measurement date.
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RAMIREZ FLORES AND CO, PSC 
CERTIFIED PUBLIC ACCOUNTANTS 
Coliseum Tower, Suite 101, 576 Arterial B 
San Juan, PR 00918 
Member of Puerto Rico Society of Certified Public Accountants 

INDEPENDENT AUDITOR’S REPORT 

To the Board of Directors of the 
Public Buildings Authority 
(A Component Unit of the Commonwealth of Puerto Rico): 

Report on the Financial Statements 

We have audited the accompanying financial statements of the Public Buildings Authority (the Authority), 
a component unit of the Commonwealth of Puerto Rico (the Commonwealth), as of June 30, 2017, and 
the related notes to the financial statements, which collectively comprise the Authority’s basic financial 
statements, as listed int the table of contents. The financial statements as of and for the year ended June 
30, 2016, before restatement, were audited by other auditors whose report dated April 25, 2018 
expressed a qualified opinion on such statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 

Auditor’s responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers the internal control relevant to the entity’s 
preparation and fair presentation of the financial statement in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
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RAMIREZ FLORES AND CO, PSC 
CERTIFIED PUBLIC ACCOUNTANTS 
Coliseum Tower, Suite 101, 576 Arterial B 
San Juan, PR 00918 
Member of Puerto Rico Society of Certified Public Accountants 

To the Board of Directors of the 
Public Buildings Authority 
(A Component Unit of the Commonwealth of Puerto Rico) 
Page 2 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

Opinion 

In our Opinion, the financial statements referred to above present fairly, in all material respects, the 
financial positions of the Public Buildings Authority as of June 30, 2017, and the respective changes in 
financial position and its cash flows thereof for the year ended in accordance with accounting principles 
generally accepted in the United States of America. 

Emphasis of Matter  

Reissuance of June 30, 2017 financial statements 

As reflected in Note 24, the Authority reissued the financial statements issued on June 24, 2019, because 
the management subsequently discovered facts about the agreements with monoline insurers of the 
Authority’s bonds containing subrogation rights limited to the actual amount paid for each of the missed 
payments on the insured bonds and recognized such liability.   

Also reflected in Note 24, the Authority’s management subsequently discovered facts about the impact 
recorded as of June 30, 2017 of the agreement effected on November 29, 2018, between the Authority 
and the Government Development Bank (GDB) allowing for the offsetting of Authority’s cash balances 
deposited with GDB against the lines of credit due GDB.  After further consideration of the legal aspects 
of the agreement, management corrected the balances reflected in the Statement of Net Position (Deficit) 
as of June 30, 2017 and the Statement of Revenues Expenses and Changes in Deficit for the year then 
ended.

Since the cash deposited with GDB was deemed impaired as of June 30, 2016, management had presented 
the impact of the agreement in the financial statement issued June 24, 2019.  However, after further 
consideration of the legal aspects of the agreement, management decided to remove the impact as of 
June 30, 2017, and leave only the disclosure in Subsequent Events, in the Notes. 

Our opinion was not modified with respect of the above matters. 
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RAMIREZ FLORES AND CO, PSC 
CERTIFIED PUBLIC ACCOUNTANTS 
Coliseum Tower, Suite 101, 576 Arterial B 
San Juan, PR 00918 
Member of Puerto Rico Society of Certified Public Accountants 

To the Board of Directors of the 
Public Buildings Authority 
(A Component Unit of the Commonwealth of Puerto Rico) 
Page 3 

Emphasis of Matter (continued) 

Uncertainty about Ability to Continue as a Going Concern-the Authority 

Financial Deterioration of the Commonwealth of Puerto Rico (Commonwealth) and of the Government 
Development Bank for Puerto Rico (GDB) 

The accompanying basic financial statements have been prepared assuming that the Authority will 
continue as a going concern. As discussed in Notes 3, 6, and 11 to the financial statements, the Authority 
is a component unit of the Commonwealth. As of June 30, 2017, the financial condition and liquidity of 
the Commonwealth has deteriorated. Considering that the Authority depends significantly on 
appropriations from the Commonwealth, the financial condition and liquidity of the Authority has been 
similarly affected. Further, on May 3, 2017, the Financial Oversight and Management Board (the Oversight 
Board) at the request of the Governor, filed a petition for relief under Title III of the U.S. Congress Puerto 
Rico Oversight, Management, and Economic Stability Act (PROMESA) in the United States District Court 
for the District of Puerto Rico. Management’s evaluation and plans regarding these matters are described 
in note 3 to the basic financial statements. The Authority has evaluated the possible effects of the 
budgetary constraints and liquidity risks being faced by the Commonwealth on its basic financial 
statements and operations, and has concluded that, as of June 30, 2017, the Authority will continue to 
operate as a going concern for a period not less than twelve months after such date. Our opinion is not 
modified with respect to this matter. 

Other Matters 

Required Supplementary Information  

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis on page 5 to 19 and the schedule of funding progress for post-employment 
healthcare benefits on page 73 be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the 
basic financial statement in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquires of management 
about the methods of preparing the information and comparing the information for consistency with 
management’s responses to our inquiries, the basic financial statement, and other knowledge we 
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RAMIREZ FLORES AND CO, PSC 
CERTIFIED PUBLIC ACCOUNTANTS 
Coliseum Tower, Suite 101, 576 Arterial B 
San Juan, PR 00918 
Member of Puerto Rico Society of Certified Public Accountants 

To the Board of Directors of the 
Public Buildings Authority 
(A Component Unit of the Commonwealth of Puerto Rico) 

obtained during our audits of the basic financial statements. We do not express an opinion or provide any   
assurance on the information because the limited procedures do not provide us with sufficient evidence 
to express an opinion or provide any assurance. 

Other supplementary Information 

Our audits were conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Authority’s basic financial statements. The schedule of bond sinking funds 
accounts and the schedule of operating rental revenues on pages 75 and 76, respectively, are presented 
for purposes of additional analysis and are not a required part of the basic financial statements. 

The schedule of bond sinking funds accounts ant the schedule of operating rental revenues are the 
responsibility of management and were derived from and relate directly to the underlying accounting and 
other records used to prepare the basic financial statements. Such information has been subjected to the 
auditing procedures applied in the audit of the basic financial statements and certain additional 
procedures, including comparing and reconciling such information directly to the underlying accounting 
and other records used to prepare the basic financial statements or to the financial statement themselves, 
and other additional procedures in accordance with auditing standards generally accepted in United 
states of America. In our opinion the supplementary information is fairly stated, in all material respects, 
in relation to the basic financial statements as a whole.  

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated March 18, 2020, 
see emphasis of a matter paragraph, reissuance of June 30, 2017 financial statements, on our 
consideration of the Authority’s internal control over financial reporting and on our tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The 
Purpose of that report is to describe the scope of our testing of internal control over financial reporting 
and compliance and the results of that testing, and not to provide an opinion on internal control over 
financial reporting or on compliance. That reports an integral part of an audit performed in accordance 
with Government Auditing Standards in considering the Authority’s internal control over financial 
reporting and compliance.  

San Juan, Puerto Rico 
March18,2020 
Certified Public Accountants

4
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5 

PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Introduction  

As management of the Public Buildings Authority (“the Authority”), we reissued the financial statements 
issued on June 24, 2019, because we subsequently discovered that the agreements with monoline 
insurers of our bonds contain subrogation rights limited to the actual amount paid for each of the missed 
payments on the insured bonds and we are recognizing such liability.  We offer readers of the Authority’s 
financial statements this narrative overview and analysis of the financial activities of the Authority FOR 
THE YEARs ended June 30, 2017 and 2016. We encourage readers to consider the information presented 
here in conjunction with the basic financial statements taken as a whole.  

Financial Highlights 

 The Authority’s deficit increased by $38.7 million or 4.5% during the year ended June 30, 2017. 
For the year ended June 30, 2016, the deficit increased by $255.8 million or 87.4%. For the year 
ended June 30, 2017, the Authority reported an increase in rental income of $158.0 million. For 
the year ended June 30, 2016 the Authority reported a decrease in rental income of $201.5 
million. During the year ended June 30, 2016, the Authority reduced the rent revenue by $222.5 
million that resulted from a more conservative estimate for uncollectible amounts due from the 
Commonwealth, in which all but current year rent receivable was reserved as uncollectible. 
During the year ended June 30, 2017, management accounted for the offset of the Authority’s 
cash balances, rent due from GDB, and line of credit due GDB as a result of agreement between 
the two entities for $42.6 million. During the year ended June 30, 2016, the Authority charged the 
debt service rental by $13.4 million for repayment of GDB line of Credit. During the year ended 
June 30, 2017, operating expenses decreased by $4.5 million or 1.9%. During the year ended June 
30, 2016, operating expenses decreased by $2.6 million or 1.2%. 

 The Authority’s operating income increased from a restated loss of $31.6 million for the year 
ended June 30, 2016 to an operating income amounting to $130.8 million for the year ended June 
30, 2017, mostly due to the reduction of 2016 rent revenue of $222.5 million, for estimated 
uncollectible amounts as explained in the preceding paragraph. 

 The Authority’s non-operating expenses decreased from $243.6 million for the year ended June 
30, 2016 to $169.6 million for the year ended June 30, 2017 mostly due to the recognition of the 
aforementioned agreement between the Authority and GDB and the 2016 custodial credit risk 
loss on deposits held with GDB amounting to $40.6 million. 

Going Concern and Liquidity Risk 

The Authority’s management believes that there is substantial doubt as to its ability to continue as a going 
concern in accordance Governmental Accounting Standard Board (GASB) Statements No. 56, Codification 
of Accounting and Financial Reporting Guidance Contained in the AICPA Statements on Auditing 
Standards. 
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6 

PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

The Authority operations have been directly affected by the Commonwealth liquidity limitations and 
constraints during the years ended June 30, 2017 and 2016. As the Commonwealth’s tax base has shrunk 
and  its  revenues  declined  by  prevailing  economic  conditions  resulting  from  a  prolonged  economic 
recession which commenced in 2006. High unemployment, population decline, and high levels of debt 
and debt service requirements, pension obligations, and health care costs have become an increasing 
portion of the General Fund budget, which has resulted in reduced funding available for other essential 
services  and  budget  reductions  allocable  to  governmental  units,  including  the  Authority.  The 
Commonwealth's very high level of debt and unfunded pension liabilities and the resulting required 
allocation of revenues to service debt and pension obligations contributed to significant budget deficits 
for several years, which deficits the Commonwealth has financed, further increasing the amount of its 
debt. These matters and the Commonwealth's liquidity constraints have directly impacted the Authority’s 
liquidity resulting in noncompliance with repayment of debt obligations when they became due during 
the years ended June 30, 2017 and 2016. 

Fiscal Plan 

Additionally, pursuant to PROMESA and the requirements imposed by the Oversight Board, on October 
23, 2018, the Oversight Board certified its own fiscal plan for the Commonwealth (the Board Fiscal Plan). 
The Board Fiscal Plan commits to fiscal responsibility and implements specific revenue enhancements and 
targeted  expenditure  reductions  to  return  Puerto  Rico  to  fiscal  stability  and  economic  growth.  The 
Authority, as enforced by law, is adhered to such Fiscal Plan. 

Overview of the Basic Financial Statements 

The Authority’s basic financial statements consist of: Management’s Discussion and Analysis (“MD&A”), 

Basic  Financial  Statements,  Notes  to  financial  Statements,  Required  Supplementary  Information  and 

Other Supplementary Information. 

Management’s Discussion and analysis 

The management’s discussion provides an analysis to assist the readers in focusing on the significant 
financial issues and activities and to identify any significant changes in financial position. It is intended to 
serve as an introduction to the Authority’s basic financial statements. 

Basic Financial Statements 

The statement of Net Position presents financial information on the Authority’s assets, deferred outflows 
of resources, liabilities and deferred inflows of resources with the difference reported as net position. 
Over time, increases or decreases in net position may serve as a useful indicator of whether the financial 
position of the Authority is improving or deteriorating. Net position increases when revenues exceed  
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

expenses. Increases in assets, without a corresponding increase to liabilities, result in a net position 
increase, which also indicates an improved financial position. 

The Statement of Revenues, Expenses and Changes in Net Positions presents information showing how 
the Authority’s net position changed during the period and are reported as soon the underlying event 
occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this 
statement for some items that will only result in cash flows in future fiscal periods. 

The Statement of Cash Flows reports cash receipts, cash payments, and net changes in cash resulting from 
operations, non-capital financing activities, capital and related financing activities, investing activities, and 
non-cash items. 

The Notes to the Financial Statements provide additional information that is essential to the full 
understanding of the data provided in the basic financial statements.  

Required Supplementary Information 

The required supplementary information provides information concerning the Authority’s progress in 
funding of postemployment healthcare benefits to employees. 

Other Supplementary Information

In addition to the basic financial statement, accompanying notes and required supplementary 
information, various schedules present certain information concerning changes in bond sinking funds 
accounts and detail of operating rental revenues.  

Overall Financial Analysis 

As noted earlier, net position over time, may serve as a useful indicator of a government’s financial 

position. In the case of the Authority, the deficit at June 30, 2017, 2016 and 2015 amounted to 

approximately $901.8 million, restated $863.1 million, and restated $587.7 million, respectively.  
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Statement Net Position 

Following is condensed financial information of the Authority’s statements of net position: 
……

2017 2016 2015

Assets
Current assets 361,483,628$      123,085,453$      160,856,633$      
Capital assets 3,414,144,012 3,509,135,717 3,584,774,401
Other non-current assets 38,234,019 203,911,657 429,907,289

Total assets 3,813,861,659 3,836,132,828 4,175,538,323

Deferred outflows of resources 206,062,037 166,991,114 175,765,103

Total assets and deferred outflows of resources 4,019,923,695 4,003,123,942 4,351,303,426

Liabilities
Current liabilities 382,591,805 263,029,360 274,382,923
Non-current liabilities 4,590,396,863 4,601,178,603 4,629,945,142

Total liabilities 4,972,988,669 4,864,207,963 4,904,328,065

Deferred Inflows of Resources 8,507,891 2,053,700 -

Total liabilities and deferred inflows of resources 4,981,496,560 4,866,261,663 4,904,328,065

Deficit
Net investment in capital assets (611,126,864) (94,389,572) 31,690,664
Restricted Deficit - - 8,800,871
Deficit (350,446,001) (768,748,150) (333,205,891)

Total deficit (961,572,865)$     (863,137,722)$     (292,714,356)$     

June 30,

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 397 of 471



9 

PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Current assets (in millions) 

When comparing June 30, 2017 with June 30, 2016, current assets increased by $238.4 million or 194%. 
Within current assets, cash at June 30, 2017 was $47.0 million or 401.5% higher than at June 30, 2016, 
rent receivable, net, was $191.1 million higher than previous year, thus accounting for most of the 
increase in current assets. This increase in cash was primarily the result of the cash flows activity from the 
Department of Treasury which withheld payments in fiscal year ended June 30, 2016, as reflected in the 
decrease in balance from June 30, 2015, and receipts from the Department of Treasury during the year 
ended June 30, 2017 for rent due and not paid in the year ended June 30, 2016. 

When comparing June 30, 2016 with June 30, 2015 current assets decreased by approximately $37.8 
million or 23.5%. This decrease was mainly related the decrease in the certificates of deposit balance and 
the custodial credit risk loss on deposits held with Government Development Bank (GDB) amounting to 
$40.6 million. 
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Capital assets (in millions) 

Construction in progress consists principally of costs incurred. Including capitalized interest and 

administrative costs, in the construction of new facilities or improvement to existing facilities. During the 

year ended June 30, 2012, the Authority commenced with the 21st Century School Program (the School 

Program), which consists of the construction or improvement of over 100 public schools. 

The Authority contracted the services of Puerto Rico Infrastructure Financing Authority (AFI, for its 

acronym in Spanish), a component unit of the Commonwealth, to serve as construction manager. Under 

the contract, AFI is responsible for the management of the program including, among others, contracting 

general contractors and/or subcontractors, inspection, supervision and acceptance of the remodeled 

schools and, in certain cases, provides maintenance to the schools. AFI bills the Authority the cost of the 

program plus an administrative fee.  

At June 30, 2017, 2016 and 2015 construction in progress includes approximately $553 thousand, $62.1 

million, and $11.9.9 million, respectively related to the School Program. 
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

When facilities under construction are completed, the cost of the facility is transferred to the account 

where the Authority commences to record depreciation on the facility and charges rent to the facility’s 

tenants. 

Other non-current assets (in millions) 

When comparing June 30, 2017 with June 30, 2016, other non-current assets decreased by $165.9 million 

or 40.7%, mostly due to the use of the Bond sinking funds to make debt service payments with no 

contributions to the sinking fund or debt service payments resulting from a moratorium declared by the 

Commonwealth of Puerto Rico. 

During the years ended June 30, 2016 and 2015, restricted cash and cash equivalents decreased by 

approximately $68.9 million and $78.2 million or 27% and 23%, respectively, principally due to a decrease 

in construction fund for monies used to finance the cost of facilities constructed during the year, especially 

the schools under the School Program and the loss on custodial credit risk amounting to $12.4 million 

during year 2016. 
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Current liabilities (in millions) 

……

When comparing June 30, 2017 with June 30, 2016, current liabilities increased by $119.1 million or 45.2%, 
mostly due to the Commonwealth of Puerto Rico moratoria in debt service payments during the year 
ended June 30, 2017, resulting in an increment in bonds and interest due.  

Accounts payable at June 30, 2017 increased by $4.6 million when compared with June 30, 2016 mostly 
due to delays in payments to vendors to preserve cash. 

Accrued expenses at June 30, 2017 decreased by $1.8 million when compared with June 30, 2016 mostly 
due to the following: a) a decrease in compensated absences ($3.8 million); b) other accrued expenses 
($2.7 million); c) net of an increase in voluntary termination benefits ($4.7 million). 

Bonds and interest payable consist of the current portion of the amounts due at June 30, 2017 and 2016. 
The amount due at June 30,2016 are in accordance with debt repayment schedule. The amount due at 
June 30,2017 are in compliance with debt repayment schedule and include subrogation rights that are 
limited to amounts actually paid by the monoline insurers for each of the missed payments on the insured 
bonds. 
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Due to contractor represents the balance for projects under constructions. Normally, the contractors 
submit progress billing for projects in process and the authority pays thee invoices, except for the 
retainage portion. This withholding is used as a guarantee that the contractor will complete the project in 
accordance with contract requirements. Normally the retainage will be paid upon completion and 
acceptance of the projects, as determined by the Authority’s engineers. 

Non-current liabilities (in millions) 

The decrease in bonds payable during the years ended June 30, 2017 and 2016, consists of the payments 
made during each fiscal year in accordance with the related payment schedule. 

The increase in net pension liability in the years ended June 30, 2017 and 2016 were $63.8 million and 
$55.7 million, respectively.  The Authority implemented in the year ended June 30, 2017, GASB statement 
No. 68, Accounting and Financial Reporting for Pensions, an amendment of GASB No. 27, with 
corresponding restatements of the Statement of Net Deficit as of June 30, 2016 and the Statement of 
Revenues, Expenses and Changes in Deficit for the year ended June 30, 2016, including the restatement 
of beginning net deficit.  This resulted in a net adjustment to net deficit of approximately $295.0 million 
as of June 30, 2015 and $314.6 million as of June 30, 2016.  

The Authority has various line of credit agreements with GDB. Some of the agreements are to provide 
interim financing for construction of Authority’s facilities while others are to finance operations including 
the financing of debt services requirements under the bond agreements.  
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Other non-current liabilities at June 30, 2017 and 2016, mainly consist of the non-current portion of post-
retirement employee benefits, legal claims, voluntary termination benefits, and advances from other 
agencies. These amounts mainly increased in total by $6.0 million: $15 million increase in voluntary 
termination benefits, $13.2 million decrease in accrued legal contingencies, $.873 million increase in other 
post-employment benefits, $3.2 million increase in compensated absences. 

Statement of Revenues, Expenses and Changes in Deficit 

Following is a condensed financial information of the Authority’s statement of revenues, expenses and 
changes in deficit: 
……

Years Ended June 30,

2017 2016 2015

REVENUES:

Operating $ 363,794,738 $ 205,780,405 $ 407,268,438

Non-operating 30,003,409 37,661,553 42,134,794

Total revenues 393,798,147 243,441,958 449,403,232

EXPENSES:

Operating 251,994,173 237,480,679 220,476,925

Non-operating 240,239,117 281,348,413 241,173,609

Total expenses 492,233,290 518,829,092 461,650,534

Change in net deficit (98,435,143) (275,387,135) (12,247,302)

Deficit:

Beginning of year, as restated (863,137,722) (587,750,587) (575,503,285)

End of year $ (961,572,865) $ (863,137,722) $ (587,750,587)
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PUBLIC BUILDINGS AUTHORITY
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Operating revenues  

Operating revenues consists principally of rent charges to agencies, public corporations and municipalities 
of the Commonwealth. Operating revenues increased $158.0 million from 2017 to 2016 mainly as a result 
of uncollectible amounts expense recognized in 2016 of $222.5 for rent receivables by agencies and public 
corporations of the Commonwealth. 

Operating revenue decreased approximately $201.5 million from 2015 to 2016 as a result of reduction in 
the estimated rent made by the Commonwealth. 

Expenses (in millions) 

The following chart discloses the major components of operating expenses for the years ended June 30, 
2017, 2016 and 2015: 

During the year ended June 30, 2017 operating expenses decreased by $4.5 million or 1.9% when 
compared with fiscal year 2016. During the year ended June 30, 2016 operating expenses decreased by 
$2.6 million or 1.2% when compared with fiscal year 2015. Salaries and benefits increased by 
approximately $30.3 million mostly due to the implementation of GASB No. 68 and preretirement state 
Law No. 211 of 2015. Depreciation expense increased by $1.3 million due to increase in projects 
transferred as completed and started to depreciate. Utility expenses increased by $1.1 million mostly due 
to increases in utility rates. The repairs and maintenance expenses decreased by $4.5 million mostly due 
to lack of resources to perform preventive maintenance and repairs. The other expenses increased by 
$1.3 million. Rent and insurance decrease $0.6 million. Legal reserve decreased by approximately $14.4 
million in response to management’s reassessment of legal contingencies. 
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016  

Non-operating Revenues and/or Expenses 

Nonoperating expense consists of interests paid and accrued on Authority’s bonds and lines of credit 
agreements with GDB amounting to $240.2 and $240.8 million during the years ended June 30, 2017 and 
2016, respectively.  
……
The custodial credit risk loss amounting to $41 million was recorded during the year ended June 30, 2016.  

Interest and other income increase by $19.1 million primarily due to debt service insurance proceeds used 
to service debt the Authority defaulted on. 

During the years ended June 30, 2017 and 2016, the Authority received a subsidy from the Federal 
Government in the amount of approximately $27.7 and $36.1 million, respectively, for the payment of 
interest on series R and T bonds issued during 2012. 

During the years ended June 30, 2017 and 2016, the authority received operating grants from the 
Commonwealth to finance operating expenses in the amounts of approximately $1.8 million and $832 
thousand, respectively. 
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Capital Assets:

2017 2016 Change

Capital assets not being depreciated

Land $ 129,569,461 $ 129,569,461 $ -

Construction in process 553,531 62,091,446 (61,537,915)

Total 130,122,992 191,660,907 (61,537,915)

Capital assets being depreciated

Buildings 3,281,040,376 3,314,131,540 (33,091,164)

Equipment and vehicles 2,905,503 3,343,270 (437,767)

Total 3,283,945,879 3,317,474,810 (33,528,931)

Total Capital assets $ 3,414,068,871 $ 3,509,135,717 $ (95,066,846)

June 30,

2016 2015 Change

Capital assets not being depreciated

Land $ 129,569,461 $ 129,550,969 $ 18,492

Construction in process 62,091,446 111,941,071 (49,849,625)

Total 191,660,907 241,492,040 (49,831,133)

Capital assets being depreciated

Buildings 3,314,131,540 3,339,965,262 (25,833,722)

Equipment and vehicles 3,343,270 3,118,735 224,535

Total 3,317,474,810 3,343,083,997 (25,609,187)

Total Capital assets $ 3,509,135,717 $ 3,584,576,037 $ (75,440,320)

June 30,

The Authority’s investment in capital assets as of June 30, 2017 and 2016 amounted to approximately 
$3.4 and $3.5 billion, net of accumulate depreciation, respectively. Capital assets include land, land 
improvements, construction in progress, building, equipment, furniture, and vehicles. Most building 
consists of governmental facilities that are leased to the commonwealth’s agencies and public 
corporations. For more information, please refer to Note 12 of the basic financial statement. 

During the years ended June 30, 2017 and 2016, the Authority completed approximately $61.5 million in 

construction projects and $49.8 million, respectively, in construction projects that were leased to the 

Commonwealth mainly related to the 21st Century Schools projects.
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Debt Administration  

Debt consist principally of bond payable, net of related unamortized bond discount or premiums, and 

borrowing under line of credit agreements with GDB. It does not include the balance of subrogated rights 

limited to amounts actually paid by the monoline insurers for each of the missed payments on the insured 

bonds. Debt was issued principally to finance capital assets and to finance operating expenses and is 

summarized as follows:  

June 30,

2017 2016 Change

Revenue bonds $ 37,315,000 $ 37,315,000 $ -

Government facilities 3,957,179,866 4,028,647,000 (71,467,134)

Total 3,994,494,866 4,065,962,000 (71,467,134)

Add (deduct):

Bond discount (23,895,255) (25,246,416) 1,351,161

Bond premiums 28,293,540 32,598,039 (4,304,499)

Total 4,398,285 7,351,623 (2,953,338)

Bonds payable net 3,998,893,151 4,073,313,623 (74,420,472)

Lines of credit with GDB 182,160,106 182,160,106 -

Total debt $ 4,181,053,257 $ 4,255,473,729 $ (74,420,472)

June 30,

2016 2015 Change

Revenue bonds $ 37,315,000 $ 37,315,000 $ -

Government facilities 4,028,647,000 4,110,647,000 (82,000,000)

Total 4,065,962,000 4,147,962,000 (82,000,000)

Add (deduct):

Bond discount (25,246,416) (26,597,576) 1,351,160

Bond premiums 32,598,039 37,667,809 (5,069,770)

Deferred loss on bonds defeased - - -

Total 7,351,623 11,070,233 (3,718,610)

Bonds payable net 4,073,313,623 4,159,032,233 (85,718,610)

Lines of credit with GDB 182,160,106 178,183,854 3,976,252

Total debt $ 4,255,473,729 $ 4,337,216,087 $ (81,742,358)
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

June 30, 2017 and 2016 

During the year ended June 30, 2017, bonds payable decreased by approximately $71.5 million before 
amortization of bonds discount and premiums due to schedule of principal payments on bonds.  The 
bonds payable does not include the balance of subrogated rights limited to amounts actually paid by the 
monoline insurers for each of the missed payments on the insured bonds. 

June 30, 2016 and 2015 

During the year ended June 30, 2016, bonds payable decreased by approximately $82.0 million before 
amortization of bonds discount and premiums due to schedule of principal payments on bonds.  During 
fiscal year 2016, the Authority did not make payments for available line of credits; proceeds were obtained 
for $3.9 million.  Also, scheduled interests for the year on such line of credits were not paid. 

Contacting the Authority’s Financial Management

This financial report is designed to provide a general overview of the Authority’s finances for all those 
interested parties.  Questions concerning any of the information provided in this report or request for 
additional financial information should be addressed to the Comptroller’s Office, Public Building 
Authority, PO Box 41029, San Juan, PR  00940-1029. 
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
STATEMENTS OF NET POSITION (DEFICIT) 
AS OF JUNE 30, 2017 AND 2016 

……
2017 2016

ASSETS

Current assets:

Cash and cash equivalents, includes custodial credit risk

of $62,025,050  in 2017 and  $28,162,468 in 2016 $ 58,669,361 $ 11,698,832

Rent receivable, net of allowance for uncollectible accounts 299,844,011 107,925,407

Other receivables, net of allowance for uncollectible accounts 1,985,242 2,450,986

Other current assets 985,014 1,010,229

Total current assets 361,483,628 123,085,453

Non-current assets:

Restricted cash and cash equivalents:

Bond sinking funds 4,492,977 167,231,893

Construction funds, includes custodial credit risk

of $221,232,486 in 2017 and $8,322,926 in 2016 21,692,645 23,903,626

Note receivable from other governmental agency 5,281,269 5,366,086

Prepaid insurance on bonds 6,767,128 7,410,052

Capital assets:

Land and construction in progress 130,122,993 191,660,907

Buildings, equipment and vehicles, net 3,284,021,019 3,317,474,810

Total non-current assets 3,452,378,031 3,713,047,374

Total assets 3,813,861,659 3,836,132,828

Deferred Outflows of Resources -

Deferred loss on bond defeasance 90,231,166 98,828,558

Deferred outflows related to pension plans 115,830,871 68,162,556

Total deferred outflows of resources 206,062,037 166,991,114

Total assets and deferred outflows of resources $ 4,019,923,695 $ 4,003,123,942

Continues
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PUBLIC BUILDINGS AUTHORITY 

(A Component Unit of the Commonwealth of Puerto Rico) 

STATEMENTS OF NET POSITION (DEFICIT) 
AS OF JUNE 30, 2017 AND 2016 

……
Continued

2017 2016

LIABILITIES AND NET POSITION (DEFICIT)

Current liabilities:

Accounts payable $ 20,081,927 $ 8,215,889

Intergovernmental 3,424,773 9,546,497

Accrued expenses 797,246 3,090,596

Rent collected in advance 1,024,065 2,204,411

Accrued legal contingencies 133,749 480,724

Compensated absences 3,999,779 7,833,309

Other post-employment benefits 400,765 390,278

Voluntary termination benefits 6,301,591 1,595,085

Current liabilities payable from restricted assets:

Bonds payable 100,991,226 86,125,000

Interest payable 240,268,116 134,912,621

Due to contractors 3,145,518 5,902,448

Due to Puerto Rico Infrastructure Financing Authority 2,023,050 3,213,227

Total current liabilities 382,591,805 263,510,084

Non-current liabilities:

Borrowing under line of credit 182,160,107 182,160,107

Bonds payable 3,907,412,263 3,987,188,623

Advances from other governmental agencies 553,531 460,329

Due to contractors 8,451,593 8,904,067

Accrued legal contingencies 4,643,003 17,857,514

Compensated absences 8,505,313 5,240,833

Net pension liability 444,525,548 380,714,914

Other post-employment benefits 15,890,486 15,017,444

Voluntary termination benefits 18,255,019 3,154,047

Total non-current liabilities 4,590,396,863 4,600,697,879

Total liabilities 4,972,988,669 4,864,207,963

Deferred Inflows of Resources

Deferred inflows related to pension plan 8,507,891 2,053,700

Total liabilities and deferred inflows of resources 4,981,496,560 4,866,261,663

Net deficit

Net investment in capital assets (611,126,864) (94,389,572)

Deficit (350,446,001) (768,748,150)

Total Deficit $ (961,572,865) $ (863,137,722)

The accompanying notes are an integral part of these financial statements. 

Case:17-03283-LTS   Doc#:17308-13   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit M   Page 410 of 471



22 

PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
STATEMENTS OF REVENUES EXPENSES AND CHANGES IN DEFICIT 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

……

2017

2016

As restated

Operating revenues:

Rental revenues from governmental agencies, net of

uncollectible amounts expense of $50,980,253 in 2017

and $222,461,178 in 2016 $ 363,794,738 $ 205,780,405

Operating expenses:

Salaries and employees' benefits 129,829,984 99,504,950

Depreciation 92,869,207 91,631,886

Utilities 16,601,544 15,486,619

Repairs and maintenance 10,189,358 14,720,632

Voluntary termination benefits 33,571 160,624

Security services 2,050,000 1,748,517

Rent and insurance 7,014,281 7,567,781

Legal claims (12,628,765) 1,761,144

Other, net of capitalized expenses of $7,453 and

$14,487 in 2017 and 2016, respectively 6,034,993 4,898,527

Total operating expenses 251,994,173 237,480,679

Operating income (loss) 111,800,565 (31,700,274)

Non-operating revenue (expenses):

Grant for the payment of bonds 27,669,504 36,135,387

Operating grants from commonwealth of Puerto Rico 1,623,015 831,643

Interest on bonds and notes (240,239,117) (240,758,111)

Interest and other income 353,860 347,237

Service charges and other 247,028 347,286

Custodial credit risk loss 110,002 (40,590,302)

Total non-operating revenue (expenses) (210,235,708) (243,686,860)

Change in deficit (98,435,143) (275,387,135)

Deficit

At beginning of year as previously reported - (292,714,356)

Restatement adjustment - GASB Statement No. 68 adoption - (295,036,231)

At beginning of year, as restated (863,137,722) (587,750,587)

At end of year $ (961,572,865) $ (863,137,722)

The accompanying notes are an integral part of these financial statements. 
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

C……

2017 2016

Operating activities:

Receipts from tenants $ 161,428,497 $ 347,559,663

Payments to employees and related benefits (84,454,572) (79,651,270)

Payments for goods and services (26,047,420) (50,216,553)

Custodial credit risk loss - (28,162,468)

Net cash provided by operating activities 50,926,505 189,529,372

Noncapital related financing activities:

Operating grants from Commonwealth of Puerto Rico - 831,643

Other non-operating receipts (disbursments) (1,190,176) 213,766

Net cash (used in) provided by noncapital related

to financing activities (1,190,176) 1,045,409

Capital and related financing activities:

Capital expenditures, net of interest capitalized - (29,793,384)

Custodial credit risk loss - (12,427,834)

Subsidy from federal government for the payment of bonds 27,669,504 36,135,387

Payment of bonds (79,776,360) (82,000,000)

Proceeds from borrowing under line of credits - 3,976,252

Interest paid (134,874,622) (238,146,359)

Proceeds from bond insurers 19,087,764 -

Advances from governmental agencies 93,202 277,095

Proceeds from sale of property - 198,364

Net change in bonds loss defeased bonds - 8,773,989

Net cash used in capital and related financing activities (167,800,512) (313,006,490)

Investing activities

Net change in amount due from Commonwealth of Puerto Rico 84,817 475,746

Collection of notes receivable - 500,653

Interest and investment income collected - 342,260

Net cash provided by investing activities 84,817 1,318,659

Net decrease in cash and cash equivalents (117,979,366) (121,113,050)

Cash and cash equivalents

At beginning of year 202,834,351 323,947,401

At end of year $ 84,854,985 $ 202,834,351

The accompanying notes are an integral part of these financial statements. 
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

……
Continued

2017 2016

Reconciliation of cash and cash equivalents presented in

the statement of net position:

Cash and cash equivalents $ 58,669,361 $ 11,698,832

Restricted cash and cash equivalents:

Bonds sinking funds 4,492,977 167,231,893

Construction funds 21,692,645 23,903,626

Total cash and cash equivalents $ 84,854,984 $ 202,834,351

Reconciliation of operating income to net cash provided by

operating activities:

Operating (loss) income $ 111,800,565 $ (12,125,471)

Adjustment to reconcile operating income to net cash

provided by operating activities:

Depreciation 92,869,207 91,631,886

Uncollectible accounts expense 50,980,253 222,461,178

Net change in operating assets and liabilities:

Rent receivable (240,675,970) (77,974,960)

Other receivables, net 474,155 -

Other current assets 25,215 430,237

Prepaid insurance on bonds 642,925 642,924

Accounts payable and accrued expenses 9,572,686 (4,666,994)

Rent collected in advance (1,180,346) (2,706,960)

Custodial credit risk loss - (28,162,468)

Due to contractors (3,209,404) -

Accrued legal contingencies (13,080,762) -

Compensated absences (569,050) -

Other post-employment benefits 873,042 -

Voluntary termination benefits 19,807,479 -

Net pension liability 63,810,634 -

Deferred outflows related to pension plans (47,668,315) -

Deferred inflows related to pension plans 6,454,191 -

Net cash provided by operating activities $ 50,926,505 $ 189,529,372

Summary of Non-Cash Transactions: $ -                      $ -

The accompanying notes are an integral part of these financial statements. 
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

1. ORGANIZATION 

The Public Building Authority (the “Authority”) is a blended component unit of the commonwealth 
of Puerto Rico (the “Commonwealth”), created on June 19, 1958 by Act No.56, As amended, of 
the Legislature of Puerto Rico (the “Enabling Act”). The Authority designs, construct, administers, 
and provides maintenances to office building, courts, warehouses, schools, health care facilities, 
welfare facilities, shops and related facilities leased to the commonwealth of its departments, 
agencies, instrumentalities or municipalities. The annual rent for each leased building is based on 
the amounts needed by the authority to cover the payment of: 

i. Principal, interest and other amortization requirements of the notes and bonds issued to 
finance the buildings;  

ii. Operating and maintenance expenses of the buildings, including a reasonable 
proportional share of administrative expenses, excluding depreciation; and,  

iii. Cost of equipment replacement and extraordinary repairs 

Components (ii) and (iii), described above, are subject to escalation to permit the Authority to 
recover the costs incurred. Amounts due from departments and governmental agencies of the 
commonwealth may be subject to periodic revisions and/or adjustment based on the availability 
of funds at the commonwealth level. 

The Enabling Act provides that the full faith and credit of the commonwealth is pledged for the 
payment of rent under any lease agreement executed pursuant to the Enabling Act with any 
department of the commonwealth. The Enabling Act also provides that the Department of 
treasury of the commonwealth of Puerto Rico (Treasury Department) will make advances to the 
Authority for any unpaid portion of rent payable to the Authority by any agency or instrumentality 
of the commonwealth that has entered into lease agreements with the Authority. Such advances 
are recorded as a reduction of account receivable since the responsibility of reimbursement 
belong to the agency in accordance to the Enabling Act. This obligation was suspended pursuant 
the Puerto Rico Emergency Moratorium and Rehabilitation Act and executive orders issued 
thereunder, as described more fully in Note 25. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

a. Basis of Accounting – The financial statements of the Authority have been prepared in 
conformity with accounting principles generally accepted in the United States of America as 
applicable to governmental units. The Governmental Accounting Standards Board (GASB) is 
the accepted standard- setting body for establishing governmental accounting and financial 
reporting principles. 
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

The activities of the Authority are accounted for using the flow of economic resources 
measurement focus and the accrual basis of accounting. All assets, deferred outflows, liabilities, 
net position, revenues and expenses are accounted for through a single enterprise fund with 
revenues recorded when earned and expenses recorded as incurred. 

b. Use of Estimates – The preparation of financial statements in conformity with accounting 

principles generally accepted in the United States of America requires the use of estimates 

and assumptions that affect the reported amounts of assets and liabilities and disclosure of 

contingent assets and liabilities at the date of the financial statements and the reported 

amounts of revenues and expenses during the reported period. Actual results may differ from 

those estimates.  

c. Fair Value of Financial Instruments – The carrying amounts reported in the statements of net 
positions for cash and cash equivalents and receivables, approximate fair value due to their 
short-term duration. Amounts deposited in bond sinking funds and construction funds are 
carried at fair value. The carrying amount of bonds payable approximates fair value since 
interest rates on such debt approximates the rates currently available in the market for other 
debt with similar terms and remaining maturities.  

d. Cash and Cash Equivalents – Cash and cash equivalents include all highly liquid instruments 
with maturities of three months or less at time of acquisition. If such instruments are included 
in restricted assets, they are considered cash equivalents for purposes of the statements of 
cash flows.  

e. Allowance for Uncollectible Accounts – The allowance for uncollectible accounts is an 

amount that management believes will be adequate to absorb possible losses on existing 

receivables, excluding debt service rentals and maintenance charges that may become 

uncollectible based on evaluations of the collectability of each balance. Because of 

uncertainties inherent in the estimation process, management’s estimate of losses in the 

receivables outstanding and the related allowance may change in the near term. 

f. Restricted Assets and Liabilities Payable from Restricted Assets – Restricted assets represent 

the amounts deposited by the Authority to provide for the principal and interest payment of 

bonds payable and related interest costs and cash available in the related construction fund. 

When both restricted and unrestricted resources are available for specific use, it is the 

authority’s policy to use restricted resources first, then unrestricted resources as they are 

needed. 
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

g. Capital Assets – Capital` assets are recorded at cost. The construction cost includes indirect 

administrative costs and interest costs allocated during the construction period. Capital assets 

are assets with an individual cost of more than $100 and a useful life in excess of five (5) years. 

Interest cost is capitalized as part of the historical cost of acquiring certain assets while the 

assets are readied for their intended use. Interest earned on unspent tax-exempt borrowings 

restricted for acquisition of qualifying assets is offset against interest costs to determine the 

net amount to be capitalized. 

Expenditures for major renewals and betterments that extend the useful life of the assets are 

capitalized and normal repairs and maintenance are expensed when incurred. Depreciation is 

determined using the straight-line method, over the estimated useful lives of the assets, is as 

follows:  

Buildings 50 Years 

Equipment’s and automobiles 5-10 years 

h. Impairment of Capital Assets – A capital assets is considered impaired when its service utility 
has declined significantly and unexpectedly. The Authority evaluates prominent events or 
changes in circumstances affecting capital assets to determine whether impairment of a 
capital asset has occurred. Such events or changes in circumstances that may be indicative of 
impairments include evidence of physical damage, enactment or approval of laws or 
regulations or other changes in environmental factors, technological changes or evidence of 
obsolescence, changes in the manner or duration of use of capital asset, and construction 
stoppage, among others. 

No impairment allowance was identified during the years ended June 30, 2017 and 2016. 

i. Claims and Judgments – The estimate amount of the liability for claims and judgment is 
recorded on the accompanying statements of net position based on the Authority’s evaluation 
of the probability of an unfavorable outcome in the litigation of such claims and judgments. 
The Authority consults with legal counsel upon determining whether an unfavorable outcome 
is expected. Because of uncertainties inherent in the estimation process, management’s 
estimate of the liability for claims and judgments may change in the future.  

j. Compensated Absences – Compensated absences are accrued when earned by the 

employees. Employees may carry forward their vacation and sick leave as permitted by 

statute and may receive a cash payment from the Authority upon termination of employment. 
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

k. Bonds premiums, Discounts, and loss on Defeasance – Bond premiums and discount are 
amortized as a component of interest expense over the lives of the related issue using the 
straight-line method in a manner that approximates the interest method.  

The deferred loss on bond defeasance is presented as deferred outflows in the accompanying 
statement of net position and the related amortization is presented as a component of 
interest expense. 

l. Deferred Outflows/Inflows of Resources – In addition to assets and liabilities, the authority 
reports a separate section for deferred outflows/inflows of resources. This separate financial 
statement element, deferred outflows/inflows of resources, represents a consumption of net 
position that applies to a future period(s) and so be recognized as an outflow of resources 
(expense) until then. 

m. Net Position – The difference between assets and liabilities is presented as “Net Position”. 
Component of net position are the following: 

1) Net investment in capital assets – Consists of Capital assets, net of accumulated 
depreciation reduced by the outstanding balance of any bonds, mortgages notes or other 
borrowings that are attributable to the acquisition, construction or improvement of those 
assets. Significant unspent related debt proceeds at year end, the portion of the debt 
attributable to the unspent proceeds, is not included in the calculation of invested in 
capital assets, net of related debt. Rather, that portion of the debt is included in the same 
net assets component as the unspent proceeds. 

2) Restricted for debt services – Net position restricted for debt service consists of restricted 
net assets for payment of principal and interest related to bonds payable. This restriction 
is imposed by the bondholders through debt covenants.  

3) Restricted for other purposes – This restriction is imposed by the grantors and 
contributors.  

4) Unrestricted – This component of net position consists of net position that do not meet 
the definition of “restricted” or “net investment in capital assets.” 

n. Operating Revenues and Expenses – The Authority distinguishes operating revenues and 
expenses from non-operating items. Revenues associated with the rent of the and other  
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

All current existing leases meet the criteria to be treated as operating leases. Accordingly, 
rent revenue is recognized as operating revenue over the term of the lease. Rent revenue is 
pledged as collateral as collateral for the repayment of the Authority’s revenue bonds. 

o. Non-operating revenues include activities that have the characteristic of non-exchange 
transactions that are defined as non-operating revenues by GASB Statement No.33, 
Accounting and Financial Reporting for Nonexchange Transactions, and GASB Statement No. 
34, Basic Financial Statements and Management’s Discussion and Analysis for State and Local 
Governments, such as state appropriations and investment income.  

p. Risk Financing- The Authority carries commercial insurance to cover casualty, theft, claim 
and other loss. The current insurance policies have not been cancelled or terminated. The 
Authority has not settled any claims in excess of its insurance coverage during the past three 
years. The Authority also pays premiums for workers compensation insurance to another 
component unit of the commonwealth. 

q. Reclassification of prior year presentation – Certain reclassifications were made to the 2016 
financial statements, in order to conform them to the current’s presentation. 

3. SIGNIFICANT DEPENDENCY ON COMMONWEALTH OF PUERTO RICO 

Going Concern 

As a part of its normal operating activities, and as disclosed in Notes 6, 11 and 16 to the basic 
financial statements, the Authority has significant balances and transactions with the 
Commonwealth of Puerto Rico (Commonwealth) and with the Government Development Bank 
for Puerto Rico (GDB). The Commonwealth and GDB face significant uncertainties, including 
liquidity risk, which is the risk of not having sufficient liquid financial resources to meet their 
obligations when they come due. Because of these uncertainties, the amounts due from the 
Commonwealth, may not be collected in the near future, and the Authority’s management is 
unable to determine when such amounts will be appropriated by the Legislature of the 
Commonwealth. Concurrently, these amounts due from Commonwealth are the sole source for 
the payment of the corresponding rent contracts charges to Commonwealth related entities and 
costs of certain construction projects that have been suspended or cancelled by Commonwealth, 
as disclosed in Note 6 and 11 to the basic financial statements. 

GDB has traditionally served as a source of emergency liquidity to bridge the Commonwealth and 
its component units’ deficits, but experienced its own liquidity constraints and was unable to 
continue serving in such role (refer to Note 25, Subsequent Events). Loan granted by GDB to the 
Commonwealth and its component unit constitute a significant portion of GDB’s assets. A 
significant portion of these loans are payable from budgetary appropriations, which have been 
significantly reduced in recent years.  
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

On May 1, 2017, the stay under Title IV of Puerto Rico Oversight, Management, and Economic Stability 
Act (PROMESA) expired, permitting the substantial litigation brought by bondholders and other 
creditors against the Commonwealth and its component units to resume. As a result, on May 3, 2017, 
the Oversight Board, at the request of the Governor, commenced a Title III case for the 
Commonwealth by filing a petition for relief under Title III of PROMESA. Title lll of PROMESA 
incorporates the automatic stay provisions of Bankruptcy Code section 362 and 922, which are made 
applicable to the Title lll cases pursuant to PROMESA section 301(a). The Authority management’s 
plan is to adhere to the Commonwealth Remediation Plan. 

Remediation Plan – Commonwealth 

On March 13, 2017, the Oversight Board certified the initial fiscal plan for the Commonwealth. The 
fiscal plan has been subject to various revisions. On October 23, 2018, the Oversight Board certified 
its own new fiscal plan for the Commonwealth (the Board Fiscal Plan), which included the following 
categories of structural reforms and fiscal measures:

(i) Human Capital and Welfare Reform 

(ii) Ease of Doing Business Reform 

(iii) Energy and Power Regulatory Reform 

(iv) Infrastructure and Capital Investment Reform 

(v) Establishment of the Office of the CFO 

(vi) Agency Efficiency Measures 

(vii) Healthcare Reform 

(viii) Tax Compliance and Fees Enhancement 

(ix) Reduction in UPR and Municipality Appropriations 

(x) Pension Reform 

(xi) Fiscal Controls and Transparency 
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

The Authority has evaluated the possible effects of the uncertainties and liquidity risks being faced 
by the Commonwealth and GDB, on its basic financial statements and operations, and has 
concluded that, as of June 30, 2017, the Authority will continue to operate as a going concern for 
a period not less than twelve months after such date. 

4. RESULTS OF OPERATIONS 

As of June 30, 2017 and 2016, the Authority has an accumulated deficit of $961.6 and $863.1 
million, respectively. The Authority faces a number of challenges that are closely related to the 
Commonwealth’s economic recession. During the current fiscal year, management continued its 
policy of strict fiscal and budgetary control and economic measures. In addition, the Authority 
intends to improve its government office facilities in other to retain existing tenants and attract 
new agencies and instrumentalities. 

Rent receivable includes amount due by agencies and public corporations of the Commonwealths 
that are overdue. In addition, the Authority has a receivable, presented as due from 
Commonwealth, for costs incurred in the development of projects that were subsequently 
suspended. During the fiscal year 2016, $90.5 million was fully reserved as uncollectible. The 
inability of the Authority to collect the total amount due on time could result in adverse effect on 
the Authority’s financial position and results of operations. 

As result to the above, the Authority’s deficit increased by $98.4 million during the year ended 
June 30, 2017 as compared with the restated increase of $570.4 million during the year ended 
June 30, 2016. 

5. UNRESTRICTED CASH AND CASH EQUIVALENTS    

Cash and cash equivalents at June 30, 2017 and 2016 consisted of the following: 
…… 

2017 2016

Deposited in comercial banks:

Cash in banks $ 57,212,238 $ 10,250,116

Cerificates of deposits 1,457,123 1,448,716

Total depoited in comercial banks 58,669,361 11,698,832

Deposited in Government Development Bank of PR:

Certificates of deposits - 28,162,468

Custodial credit risk loss - (28,162,468)

Total cash and cash equivalents $ 58,669,361 $ 11,698,832
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PUBLIC BUILDINGS AUTHORITY 

(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Custodial Credit Risk Loss on Deposit with Governmental Development Bank 

GDB faces significant risks and uncertainties and it currently does not have sufficient liquid 
financial resources to meet obligations when they come due, as further described in note 3 to the 
financial statements. Pursuant to recently enacted legislation, the Governor of the 
Commonwealth has ordered the suspension of loan disbursements by GDB, imposed restrictions 
on the withdrawal and transfer of deposits from GDB, and imposed a moratorium on debt 
obligations of GDB, among other measures.  

The Commonwealth and its instrumentalities have not been able to repay their loans from GDB, 
which has significantly affected GDB’s liquidity and ability to repay its obligations. 

As a result, a custodial credit risk loss on unrestricted deposits held with GDB for $0.0 and $28.2 
million of cash deposited as of June 30, 2017 and 2016, respectively. 

6. RENT RECEIVABLE 

This balance represents the amount due from Commonwealth agencies and instrumentalities 
determined in accordance with the corresponding rent contracts. Minimum lease rentals are 
approximately as follows:  

Fiscal Year Ending June 30, Amount

2018 $ 423,694,740

2019 423,488,265

2020 429,372,861

2021 450,614,861

2022-2026 2,172,650,642

2027-2031 3,232,434,591

2031-2036 1,839,483,394

2037-2042 2,017,240,797

Lease rental agreements provide for rate revisions every July 1st based on, among other things, 
debt service requirements for the particular year.  

The total amount of rent receivable includes approximately $45.0 million over one year old, $51.8 
million over 2 years old and $91.4 million over 3 years old which are fully reserved under an 
estimated allowance for uncollectible accounts of approximately $191.7 million. The most 
significant amounts included in the above categories are amounts due from the Puerto Rico 
Department of Education, Courts Administration, Department of Correction, and the 
Cardiovascular Center, and the Police Department of the Commonwealth of Puerto Rico, 
amounting to approximately $249.0 million, $61.3 million, $31.4, $26.9, and $23.6 respectively.
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PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Although the balance of rent receivable at June 30, 2017 and 2016 includes invoices that are 
overdue, and management has recorded and estimated allowance for uncollectible accounts 
during 2017 and 2016 as explained above, Law No. 97, Article 15, of May 15, 2006, establishes 
that any rent to be pay to the Authority during any fiscal year by any department, agency or public 
corporation of the Commonwealth under the conditions of a rental contract in accordance of the 
dispositions of Law No. 56 of June 19, 1958, as amended, the Commonwealth will advance to the 
Authority the amount not paid. This Law requires to the Secretary of Treasury Department to 
make an advance of any available funds committed by the full faith and credit of the 
Commonwealth. In case of the rent to be paid to the Authority by any municipality, this law 
requires to the Municipal Revenue Collection Center to make payments to the Authority from any 
property tax collection. There were no advances from the Commonwealth and the Revenue 
Collection Center during the years ended June 30, 2017 and 2016. 

During the years ended June 30, 2017 and 2016, the Authority received payments from the 
Departments of Treasury in excess of the amounts owned by the Commonwealth agencies and 
instrumentalities in the amount of $1.0 and $2.2 million respectively. This amount is included as 
rent collected in advance in the accompanying statements of net position. 

During the year ended June 30, 2017 and 2016, the Authority reduced the rent revenue by $50.9 
and $222.5 million, respectively for uncollectible amounts. 

7. OTHER RECEIVABLES

Other receivables consist of billings for miscellaneous services performed by the Authority and 
amounted to approximately $21.8 and $22.3 million for the years ended June 30, 2017 and 2016, 
respectively. The amount is presented in the accompanying statement of net position net of 
related allowance for uncollectible accounts amounting to $19.9 million at June 30, 2017 and 
2016.  

8. RESTRICTED CASH AND CASH EQUIVALENT 

Restricted cash and cash equivalents at June 30, 2017 and 2016 consist of the following:……

2017 2016

Interest bearing cash accounts:

Commercial bank $ 4,492,977 $ 2,085,647

Government Development Bank of PR 12,427,834

Mutual funds 21,692,645 189,049,872

26,185,623 203,563,353

Less: Custodial credi risk loss - (12,427,834)

Total restricted cash and cash equivalents $ 26,185,623 $ 191,135,519

Continues
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(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

……

Continued

These amounts are presented in the statements of net position as follows:

2017 2016

Bond sinking funds $ 4,492,977 $ 167,231,893

Cash to be deposited in bond sinking funds 834,145

Construction funds 21,692,645 32,226,552

Funds for construction of facilities for other

government entities - 3,270,763

26,185,623 203,563,353

Less: Custodial credi risk loss - (12,427,834)

Total restricted cash and cash equivalents $ 26,185,623 $ 191,135,519

a. Bond sinking funds - Bond sinking funds consist of monies deposited under Resolution No. 
468 and consist of two (2) separate accounts designated as a “Bond Service Account” and a 
“Redemption Account”. Revenues received from debt service rental with respect to facilities 
financed under Bond Resolution No. 468 are deposited with its respective fiscal agent for the 
credit as such accounts in the following order: 

1) To the Bond Service Account, in such amount as may be required to make the amount 
equal to the amount of interest then due and payable and the interest, which will become 
due and payable within the next ensuing six month of all bonds of each series then 
outstanding and the principal of all serial bonds, if any, which will become payable within 
the next ensuing twelve months; and 

2) To the Redemption Account, in such amount as may be required to make the amount so 
deposited in the current fiscal year equal to the amortization requirements, if any, for 
such fiscal year for the term bonds of each series then outstanding, plus the premium, if 
any, which would be payable on a like principal amount of bonds if such principal amounts 
of bonds should be redeemed on the next redemption date from monies in their Bond 
Sinking Fund.  

Bond Resolution No. 468 requires that monies be invested and reinvested in government 
obligation, bankers’ acceptances, certificates or time deposits of any Commonwealth’s 
approval bank or national banking association; repurchase or reverse repurchase 
agreements or any other investment, which are rated in one of the three highest rating 
categories. 

In July 2017, The Authority defaults its bond service payments and the insurer began covering 
the deficiencies. During year ended June 30, 2017, proceeds from insurer approximately $19.0 
million. 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

b. Cash to be deposited in bond sinking funds – These funds represent the funds deposited to 
be transferred to the bond sinking fund accounts with the fiscal agents.  

c. Construction Funds – These funds are used for the payment of all or any part of the remaining 
cost of the initial facilities, as defined, or for payment of all or any part of the cost to the 
Authority of any additional facilities or Improvements, are defined, in accordance with the 
Bonds resolutions. At June 30, 2017 and 2016, most of the funds deposited in the construction 
fund are restricted for the financing of Century 21st school program, as explained below, under 
School Renovation Funds.  

9. DEPOSITS 

The Authority is restricted by law to deposit funds only in institutions approved by the 
Commonwealth of Puerto Rico’s Treasury Department, and such deposit are required to be kept 
in separate accounts in the name of the Authority. 

The Authority is authorized to invest in Puerto Rico and U.S government obligations or in 
obligations guaranteed by the Puerto Rico or U.S. governments or its agencies or 
instrumentalities. The Authority invests in certificates of deposit with financial institutions rated 
AA or AAA by Moody’s Investor Services. Pursuant to the investment Guidelines for the 
Commonwealth, the Authority may invest in obligation of the Commonwealth, obligations of the 
United States, certificates of deposits, commercial paper, bankers’ acceptances, or in pools of 
obligations of the municipalities of Puerto Rico, among others. Monies in the sinking funds can 
only be invested in direct obligations of the United States government, and / or interest-bearings 
time deposits, or other similar arrangements, as provide by the bond Resolutions. 

Custodial Credit Risk- For deposits, custodial credit risk is the risk that in the event of bank failure, 
the Authority’s deposits may not be returned to it. Under Puerto Rico statutes, public funds 
deposited in commercial bank’s must be fully collateralized for the amount deposited in excess of 
federal depository insurance. The bank balance of the Authority’s deposit at June 30, 2017 and 
2016 amounts to $83.3 million and $15.7 million, respectively. 

10. NOTE RECEIVABLE FROM OTHER GOVERNMENTAL AGENCY 

The Authority entered into a note receivable agreement with the Institute of Technology in Ponce 
Puerto Rico for the payment of construction cost aggregating approximately $7.7 million. This 
amount will be collected in varying principal installments plus interest at 2.8% through fiscal year 
2021. 
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FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Future estimated principal and interest collection during future years are as follows: 

Year Ending June 30, Principal Interest

2018 $ 529,561 $ 51,585

2019 544,635 36,511

2020 560,137 21,009

2021 3,646,936 1,144,810

Total $ 5,281,269 $ 1,253,915

11.  TRANSACTIONS WITH COMMONWEALTH OF PUERTO RICO 

a. Rental Revenue and Receivable – All rental revenues are from charges to the Commonwealth 
related entities and related rental receivable that are due by such entities. 

b. Contributions – The Commonwealth, from time to time makes non-operating contributions 
to the Authority. Capital grants are restricted to finance investment in capital assets. 

c. Advances from Governmental Agencies for Construction of Agencies’ Projects – Represent
unspent funds received from federal agencies and municipalities for the construction of 
projects. At June 30, 2017 and 2016 balance amounted to approximately $553,000 and 
$460,000, respectively. 
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12.  CAPITAL ASSETS 

Capital assets activity for the years ended June 30, 2017 and 2016 was as follows: 

 Balance 

June 30, 2016  Adjustments  Additions 

 Deductions or 

Transfers 

 Balance 

June 30, 2017 

Capital assets not being depreciated:

Land $ 129,569,461 $ $ - -                         $ 129,569,461

Construction in progress 62,091,446 (1,718,095) - (59,819,820) 553,531

Total capital assets not being depreciated 191,660,907 (1,718,095) - (59,819,820) 130,122,992

Capital assets being depreciated:

Buildings 4,690,627,939 (534,877) - 59,819,820 4,749,912,882

Equipment and vehicles 13,852,178 - - - 13,852,178

Total capital assets being depreciated 4,704,480,117 (534,877) - 59,819,820 4,763,765,060

Less accumulated depreciation:

Buildings (1,376,496,399) (472,000) (92,363,843) - (1,469,332,242)

Equipment and vehicles (10,508,908) 527,333 (505,364) - (10,486,939)

Total accumulated depreciation (1,387,005,307) 55,333 (92,869,207) - (1,479,819,181)

Capital assets being depreciated, net 3,317,474,810 (479,544) (92,869,207) 59,819,820 3,283,945,879

Capital assets, net $ 3,509,135,717 $ (2,197,639) $ (92,869,207) $ -                         $ 3,414,068,871

 Balance 

June 30, 2015  Adjustments  Additions 

 Deductions or 

Transfers 

 Balance 

June 30, 2016 

Capital assets not being depreciated:

Land $ 129,550,969 $ - 45,108 $ (26,616) $ 129,569,461

Construction in progress 111,941,071 - 36,574,458 (86,424,083) 62,091,446

Total capital assets not being depreciated 241,492,040 - 36,619,566 (86,450,699) 191,660,907

Capital assets being depreciated:

Buildings 4,624,682,349 - 86,424,083 (20,478,493) 4,690,627,939

Equipment and vehicles 14,830,134 - 9,342 (987,298) 13,852,178

Total capital assets being depreciated 4,639,512,483 - 86,433,425 (21,465,791) 4,704,480,117

Less accumulated depreciation:

Buildings (1,284,717,087) - (90,810,725) (968,587) (1,376,496,399)

Equipment and vehicles (11,711,399) - (821,161) 2,023,652 (10,508,908)

Total accumulated depreciation (1,296,428,486) - (91,631,886) 1,055,065 (1,387,005,307)

Capital assets being depreciated, net 3,343,083,997 - (5,198,461) (20,410,726) 3,317,474,810

Capital assets, net $ 3,584,576,037 $ - 31,421,105 $ (106,861,425) $ 3,509,135,717

Year ended June 30, 2017
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a. Capitalized Interest and General Construction Expenses – The Authority capitalized to 
construction in progress during the fiscal years ended June 30, 2017 and 2016 interest for 
approximately $0.9 and $3.0 million, respectively. In addition, the Authority capitalized 
construction general expenses for approximately $2.9 million and $14,500 during the years 
ended June 30, 2017 and 2016, respectively. 

b. 21st Century Schools Programs – Construction in progress at June 30, 2017 and 2016 includes 
$0.06 and $39.2 million, respectively, related to 21st Century Schools Program (the School 
Program). The program consists of remodeling of over 100 schools throughout Puerto Rico. 
To finance the program, the Authority issued government facilities revenue bonds in the 
amounts of $878 million during the year ended June 30, 2012 of which $10.7 and $15.7 million 
are deposited in construction funds at June 30, 2017 and 2016, respectively.  

The Authority contracted the services of Puerto Rico Infrastructure Financing Authority (AFI, 
for its acronym in Spanish), a component unit of the commonwealth. To serve as construction 
manager. Under the contract, AFI is responsible for the management of the program including 
among others, contracting general contractors and or subcontractors, inspection, supervision 
and acceptance of the remodeled schools and in certain cases provides maintenance to the 
schools. AFI bills the Authority the cost of the program plus an agreed administrative fee. 
Certain of the schools under the program are property of the Department of Transportation 
and Public Works (DTOP), an agency of the Commonwealth. The Authority leases such schools 
from DTOP for a minimum rent of $10 per year. When the Improvements of such schools are 
completed, the Authority will bill rent to the Department of Education of the Commonwealth 
for the payment of the debt service of the bonds issued under forbearance.  

13. LAND AND BUILDING UNDER CONSTRUCTION FOR OTHER GOVERNMENTAL AGENCIES 

The Authority did not have any activity related to land and building under construction for other 
governmental agencies for the year ended June 30, 2017. Activity in land and building under 
construction for other governmental agencies for the year ended June 30, 2017 is as follows: 

Balance at Balance at

beginning Increase Decreases End of Year

Construction in progress $ 460,329 $ 458,621 $ 365,419 $ 553,531

Year Ended June 30, 2017
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14. INTERGOVERNMENTAL PAYABLES  

Intergovernmental payables at June 30, 2017 and 2016 consists of the following: 

2017 2016

Amount payable from unrestricyed assets:

Puerto Rico Electric Power Authority $ 2,431,025 $ 3,045,360

Puerto Rico Acueduct and Sewer Authority 370,488 392,336

Employees's Retirement System 8,267,446 3,458,352

General Services Administration 247,201 138,089

Commonwealth of Puerto Rico 2,388,511 2,388,511

Other 132,813 123,849

Total payable for unrestricted assets $ 13,837,484 $ 9,546,497

Amount payable from restricted assets:

Puerto Rico Infraestructure Finincing Authority $ 2,023,050 $ 3,213,227

Of the intergovernmental payables from unrestricted assets, $11.5 million are included in 
accounts payable balance as of June 30, 2017. 

15. BORROWING UNDER LINES OF CREDIT 

The activity under the line of credit agreements during the fiscal years ended June 30, 2017 and 
2016 is a follow: 

Fiscal Year Ended June 30, 2017

Balance Proceeds from Payments/ Balance Current

June 30, 2016 Borrowings Decreases June 30, 2017 Portion

Lines of Credits used for:

Operational activities $ 64,718,816 $ -                     $ -                     $ 64,718,816 $ -

Construction activities 117,441,291 - 117,441,291 -

Total $ 182,160,107 $ -                     $ -                     $ 182,160,107 $ -

Fiscal Year Ended June 30, 2016

Balance Proceeds from Payments/ Balance Current

June 30, 2015 Borrowings Decreases June 30, 2016 Portion

Lines of Credits used for:

Operational activities $ 64,718,816 $ -                     $ -                     $ 64,718,816 $ -

Construction activities 113,465,039 3,976,252 117,441,291

Total $ 178,183,855 $ 3,976,252 $ -                     $ 182,160,107 $ -
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During fiscal year 2008, the Authority executed two lines of credit agreements with GDB for the 
interim financing of its capital improvement program in an amount not to exceed $226 million, 
bearing interest at a variable rate of 1.50% over prime rate or at such other variable lines as 
determined by GDB but not less than 6.0%. The lines are due on June 30, 2044 and will be payable 
from the proceeds of the future revenue refunding bonds issuance of the Authority. Balance 
outstanding under these lines of credit amounted to approximately $66.4 million at June 30, 2017 
and 2016. 

The Authority maintained an operating line of credit with GDB in which the Authority could 
borrow up to $75 million, bearing interest at 150 basis point over three-month LIBOR but not less 
than 5% at any time (7% at June 30, 2017 and 2016). The proceeds from this line were used to 
finance the Authority’s operational expenses for the year ended June 30, 2006. Payments of 
principal and interest will be from annual appropriations from the Commonwealth of Puerto 
Rico’s general budget pursuant to the provisions of the Resolution No. 387 of December 21, 2005. 
The line is due on June 30, 2018. No payments were made for principal and interest amount during 
the years ended June 30, 2017 and 2016. Balance outstanding under this line of credit amounted 
to approximately and $64.7 million at June 30, 2017 and 2016. 

During fiscal year 2010, the Authority executed lines of credits agreements with GDB for the 
interim financing of its Capital Improvement Program in an amount not to exceed $93.6 million, 
bearings interest at a variable rate of 1.50% over prime rate or at such other variable rate as 
determined by GDB but not less than 6% at any time (6% at June 30, 2016 and 2015). The lines 
are due on June 30, 2044 and will be payable from the proceeds of the future Revenue Refunding 
Bonds issuance of the Authority. Balance outstanding under these lines of credit amounted to 
approximately $51.0 million at June 30, 2017 and 2016.     

Total interest expense charged by GDB under the above lines of credit agreements amounts to 
approximately $11.5 million during the years ended June 30, 2017 and 2016. 
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16. BONDS PAYABLE 

Bonds payable at June 30, 2017 and 2016 consist of:

2017 2016

Office Buildings Bond:

Term bonds maturing through 2021 with interest

rates ranging from 5.5% to 6.0% $ 37,315,000 $ 37,315,000

Government Facilities Revenue Bonds:

Serial bonds maturing through 2027, with interest

rates ranging from 3.0% to 6.75% 1,579,048,977 1,651,092,000

Term bonds maturing through 2042, with interest

rates ranging from 3.0% to 7.0% 2,354,945,000 2,354,945,000

Capital Appreciation bonds, maturing through 2031, 

with interest rate a 5.45% 22,610,000 22,610,000

Total government facilities revenue bonds 3,956,603,977 4,028,647,000

Subrogated principal paid by monoline insurers 10,086,227 -

Total bonds outstanding 4,004,005,204 4,065,962,000

Add (Deduct):

Bond discount (23,895,256) (25,246,415)

Bond premium 28,293,541 32,598,038

Bonds payable, net 4,008,403,489 4,073,313,623

Less current portion 100,991,226 86,125,000

Bonds Payable $ 3,907,412,263 $ 3,987,188,623

Aggregate maturities of sinking funds’ amortization requirements on bonds, (excluding discounts 

and premiums), accreted value on bonds and related interest payment in future years are as 

follows: 

Year Ending June 30, Principal Interest

2018 100,991,226$             181,632,621$             

2019 66,235,000 205,973,886

2020 69,645,000 201,710,005

2021 74,140,000 202,923,303

2022 99,560,000 197,709,522

2023 - 2027 507,165,000 899,630,030

2028 - 2032 1,430,981,000 1,026,454,873

2033 - 2037 725,715,000 344,364,779

2038 - 2043 924,460,925 149,683,200

Total 3,998,893,151$         3,410,082,219$         
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The full faith and credit of the Commonwealth is pledged for the payment or advance of such 

rentals. The payment of principal and interest on the bonds was further supported by the guaranty 

of the Commonwealth under which the Commonwealth pledged to draw from any funds available 

in the Department of Treasury of Puerto Rico such sums as may have been be necessary to cover 

any deficiency in the amount required for the payment of principal and interest on the bonds, in 

an aggregate principal amount not exceeding $4,721 million. 

The Authority bonds payable are subject to the arbitrage rebate regulations issued by the Internal 

Revenue Services of the United States of America that require rebate to the federal government 

of excess investment earnings on tax-exempt debt proceeds if the yield on those earnings exceeds 

the effective yield on the related tax-exempt debt issued. Excess earnings must be rebated every 

five years or upon maturity of the debt, whichever is earlier. Arbitrage calculations resulted in no 

liability as of June 30, 2017 and 2016. 

The Authority’s bonds payable include certain restrictive covenants. At June 30, 2017 and 2016, 

the Authority was not in compliance with such covenants due to financial constrains carried by 

the Commonwealth of Puerto Rico. 

During the year ended June 30, 2017, monoline insurers of the Authority’s bonds made principal 

and interest payments of approximately $10.1 and $9.0 million, respectively.  The monoline 

insurance policies include express subrogation rights that are limited to the amount actually paid 

for each of the missed payments of the insured bonds.  Although a monoline insurance policy does 

not contain express subrogation rights and another states subrogation rights broadly, applicable 

non-bankruptcy law would limit these monoline insurers’ rights to reimbursements of the actual 

amount paid to holders of insured bonds.  In addition, for any insured bonds issued by a debtor 

under Title III of PROMESA,  the monoline insurers’ claims for repayment will be treated the same 

as any other insured bond claim under any confirmed Title III plan of adjustment, such that the 

monoline insurers’ may not recover the full amount paid. 
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The activity of bonds payable during the fiscal years ended June 30, 2017 and 2016 are as 

follows: 
Fiscal Year Ended June 30, 2017

Balance Payments/ Balance Current

June 30, 2016 Increase Decreases June 30, 2017 Portion

Office Building Bonds

Terms bonds $ 37,315,000 -                 $ -                          $ 37,315,000 $ 8,965,000

Government Facilities:

Revenue bonds - - -

Serial bonds 1,651,092,000 - (71,467,134) 1,579,624,866 81,940,000

Term bonds 2,354,945,000 - 2,354,945,000 -

Capital apreciation bonds 22,610,000 - 22,610,000 -

Subrogated principal paid by 

monoline insurer - 10,086,227 - 10,086,227 10,086,226

Total $ 4,065,962,000 $ 10,086,227 $ (71,467,134) $ 4,004,581,093 $ 100,991,226

Total bonds outstanding $ 4,065,962,000 $ 10,086,227 $ (71,467,134) $ 4,004,581,093 $ 100,991,226

Add (deduct):

Bond discounts (25,246,416) - 1,351,160 (23,895,256) -

Bond premiums 32,598,039 - (4,304,498) 28,293,541 -

Bonds payable, net $ 4,073,313,623 $ 10,086,227 $ (74,420,472) $ 4,008,979,378 $ 100,991,226

Fiscal Year Ended June 30, 2016

Balance Payments/ Balance Current

June 30, 2015 Increase Decreases June 30, 2016 Portion

Office Building Bonds

Terms bonds $ 37,315,000 $ - $ - $ 37,315,000 $ -

Government Facilities:

Revenue bonds - - - - -

Serial bonds 1,733,092,000 - (82,000,000) 1,651,092,000 86,125,000

Term bonds 2,354,945,000 - - 2,354,945,000 -

Capital apreciation bonds 22,610,000 - - 22,610,000 -

Total 4,110,647,000 - (82,000,000) 4,028,647,000 # 86,125,000

Total bonds outstanding 4,147,962,000 $ - $ (82,000,000) $ 4,065,962,000 $ 86,125,000

Add (deduct):

Bond discounts (26,597,576) - 1,351,160 (25,246,416) -

Bond premiums 37,667,809 - (5,069,770) 32,598,039 -

Bonds payable, net $ 4,159,032,233 $ - $ (85,718,610) $ 4,073,313,623 $ 86,125,000

The bonds payable due on July 1, 2016 was $86,125,000 principal and $100,865,721 interest, for 

a total payment due of $186,990,721.  The payment made by the Authority was $161,717,658.  

The Authority default of this payment was $25,273,063.  Of this amount, the monoline insurers’ 

paid $10,086,277 by October 2016. In January, 2017, the monoline insurers’ paid approximately 

$9 million in interest. 

The Authority has defeased certain revenue bonds by placing the proceeds of new bonds in an 
irrevocable trust to provide for all future debt service payments on its debts.  Defeased debt, in-
substance, and the related assets placed in trust to repay the debt are no longer reported on the 
face of the financial statements, in accordance with GASB Statement No. 86, Certain Debt  
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Extinguishment Issues. As June 30, 2017 and 2016, the outstanding balance of defeased bonds 
was approximately $659.9 and $660 million, respectively. 

17. OTHER LONG-TERM LIABILITIES  

Other long-term liabilities at June 30, 2017 and 2016 consist of: 

Balance Balance Current

June 30, 2016 Increase Decreases June 30, 2017 Portion

Advances from other governmental agencies $ 460,329 $ 458,621 $ (365,419) $ 553,531 $ -

Compesated absences 13,074,142 24,195 (593,245) 12,505,092 3,999,779

Accrued Legal Contingencies 17,857,514 - (13,080,762) 4,776,752 134,695

Other post-employment benefits 15,888,446 402,805 - 16,291,251 400,765

Voluntary Termination Benefits 4,749,132 25,780,576 (5,973,098) 24,556,611 6,301,591

Total $ 52,029,563 $ 26,666,197 $ (20,012,524) $ 58,683,237 $ 10,836,830

Balance Balance Current

June 30, 2015 Increase Decreases June 30, 2016 Portion

Advances from other governmental agencies $ 460,329 $ - $ - $ 460,329 $ -

Compesated absences 11,368,578 7,833,309 (6,127,745) 13,074,142 7,833,309

Accrued Legal Contingencies 17,048,154 1,761,143 (951,783) 17,857,514 480,724

Other post-employment benefits 14,143,473 2,269,042 (524,069) 15,888,446 390,278

Voluntary Termination Benefits 6,510,778 130,560 (1,892,206) 4,749,132 1,595,085

Total $ 49,531,312 $ 11,994,054 $ (9,495,803) $ 52,029,563 $ 10,299,396

Fiscal Year Ended June 30, 2017

Fiscal Year Ended June 30, 2016

a. Advances from Other Governmental Entities – This amount represents the balance of the 

amount advanced by the other governmental entities, mainly for the construction of facilities 

that will be owned by these entities. These projects include appropriations from the 

Commonwealth to finance the construction of facilities by these agencies, which in turn 

request the Authority to carry out the construction and the administration progress. Upon 

acceptable of completion, the project is completed and is taken over by the corresponding 

agency. The assets are not owned by the Authority. 

b. Compensated absences – Employees earn annual vacation leave at the rate of 15 days per year 
up to a maximum permissible accumulation of 30 days for union employees and 60 days for 
management personnel. Employees accumulate sick leave at the rate of 18 days per year. Sick 
leave is only payable if the regular employee resigns and has more than 10 years of 
employment. Maximum permissible accumulation for sick leave is 90 days for all employees. 
The Authority records as a liability and as expense the vested accumulated vacation and sick 
leave and benefits accrue to employees. The cost of vacation and sick leave expected to be 
paid in the next twelve months is classified as current and accrued liabilities while amounts 
expected to be paid after twelve months are classified as non-current liabilities. 
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c. Accrued Legal Contingencies – This amount represents the Authority’s estimates of possible 
legal and contractual settlements arising from normal litigation procedures. The estimated 
amount was based on the corresponding number of legal cases currently underway and based 
on the advice and consent of the Authority’s legal division and external legal advisors. Actual 
to be settled may be materially difference from the amount accrued. 

d. Other Post-Employment Benefits – This amount represents the Authority’s liability for its 
retirement health care benefits under the Healthcare Benefit Plan to Retirees as further 
described in Note 20.  

e. Voluntary Termination Benefits – This amount represents the Authority’s liability related to a 
program that provides benefits for early retirement or economic incentives for voluntary 
employment termination to certain eligible employees as further explained in Note 21. 

18. DUE TO CONTRACTORS 

This amount represents the remaining balance due to contractor for projects under construction. 
Normally, the contractor submit progress billings for projects in progress and the Authority pays 
these invoices, except for the retainage portion. This withholding is used as guarantee that the 
contractor will complete the project in accordance with contract requirements. Normally the 
retainage will be paid upon completion and acceptance of the projects, as determined by the 
Authority’s engineers. 

19. PENSION PLAN

(a) General Information about the Pension Plan 

The Authority participates in the Employee’s Retirement System of the Government of 
Puerto Rico and its instrumentalities (ERS), a cost sharing multiple-employer retirement 
plan, which covers only eligible full-time employees. The ERS was created by Act No. 447 of 
May 15, 1951 and provides retirement, death, and disability benefits and annuities to 
Commonwealth employees not covered by their own systems. 

The ERS administers different benefits structures pursuant to Act No. 447, as amended, 
including a cost-sharing, multi-employer, defined benefit program, a defined contribution 
program (System 2000program) and a contributory hybrid program. Benefit provisions may 
vary depending on a member’s date of hire.  

The benefits provided to members of the ERS are established by Commonwealth law and 
may be amended only by Legislature with Governor’s approval. Act No. 3 of April 4, 2013 
(Act No. 3), in conjunction with other recent funding and design changes, provided for a  
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comprehensive reform of the ERS. The Commonwealth does not guarantee benefits at 
retirement age. 

Certain provisions are different for the three groups of members who entered the ERS prior 
to July 1, 2013 as described below: 

 Members of Act No. 447 are generally those members hired before April 1, 1990. 

 Members of Act No. 1 of February 16, 1990 (Act No. 1) are generally those members 
hired on or after April1, 1990 and on or before December 31, 1999. 

 Members of Act No. 305 of September 24, 1999 (Act No. 305 or System 2000) are 
generally those members hired on or after January 1, 2000 and on or before June 
30, 2013. 

All regular employees hired for the first time on or after July 1, 2013 and former employees 
who participated in the defined benefit program and the System 2000 program and were 
rehired on or after July 1, 2013 become members of the Contributory Hybrid Program as a 
condition to their employment. In addition, employees who at June 30, 2013, were 
participants of previous programs became part of the Contributory Hybrid Program on July 
1, 2013. 

The assets of the defined benefit program, the defined contribution program and the 
Contributory Hybrid Program are pooled and invested by the ERS. Future benefit payments 
will be paid from the same pool of assets. 

Benefits Provided – An annuity payable for the lifetime of the member equal to the 

annuitized value of the balance in the hybrid contribution account at the time of retirement, 

plus, for Act No. 447 and Act No. 1 members, the accrued benefit determined as of June 30, 

2013. If the balance in the hybrid contribution account is $10,000 or less, it shall be paid as 

a lump sum instead of as an annuity. 

1) Accrued Benefit as of June 30, 2013 for Act No. 447 Members – The accrued benefit 
as of June 30,2013 shall be determined based on the average compensation, as 
defined, for Act No. 447 members, the years of credited service, and the attained 
age of the member all as of June 30, 2013. For Act No. 447 Mayors, the highest 
compensation, as defined, as a Mayor is determined as of June 30, 2013. 

If the Act No. 447 member had at least 30 years of credited service as of June 30, 

2013, the accrued benefit equals 65% of average compensation if the member was 

under age 55 as of June 30, 2013 or 75% of average compensation if the member 

was at least age 55 as of June 30, 2013. For participants selecting to coordinate with 

social security (the Coordination Plan), the benefit is re-calculated at the Social  
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Security Retirement Age (SSRA), as defined, as 1.5% of average compensation up to 

$6,600 multiplied by years of credited service, up to 30 years, plus 65% (75% if member 

was at least age 55 as of June 30, 2013) of average compensation in excess of $6,600.

If the Act No. 447 member had less than 30 years of credited service as of June 30, 

2013, and attains 30 years of credited service by December 31, 2013, the accrued 

benefit equals 55% of average compensation if the member was under age 55 as of 

June 30, 2013 or 60% of average compensation if the member was at least age 55 

as of June 30, 2013. For participants selecting the Coordination Plan, the benefit is 

re-calculated at SSRA as 1.5% of average compensation up to $6,600 multiplied by 

years of credited service, up to 30 years, plus 55% (60% if member was at least age 

55 as of June 30, 2013) of average compensation in excess of $6,600. Member 

contributions received from Act No. 447 members eligible for this transitory benefit 

during the period beginning July 1, 2013 and ending upon the attainment of 30 

years of credited service are considered pre-July 1, 2013 contributions; the 

contributions to the hybrid contribution account begin after the member attains 30 

years of credited service. 

If the Act No. 447 member had less than 30 years of credited service as of December 

31, 2013, the accrued benefit equals 1.5% of average compensation multiplied by 

years of credited service up to 20 years, plus 2% of average compensation 

multiplied by years of credited service in excess of 20 years. Maximum benefit is 

75% of average compensation. Except for Commonwealth Police and 

Commonwealth Firefighters, the benefit is actuarially reduced for each year 

payment commences prior to age 58. For participants selecting the Coordination 

Plan, the basic benefit is re-calculated at SSRA as 1% of average compensation up 

to $6,600 multiplied by years of credited service up to 20 years, plus 1.5% of 

average compensation up to $6,600 multiplied by years of credited service in excess 

of 20 years, plus 1.5% of average compensation in excess of $6,600 multiplied by 

years of credited service up to 20 years, plus 2.0% of average compensation in 

excess of $6,600 multiplied by years of credited service in excess of 20 years. Except 

for Police and Firefighters, the benefit is actuarially reduced for each year payment 

commences prior to age 58. 

For Act No. 447 Mayors with at least 8 years of credited service as a mayor, the 

accrued benefit will not be less than 5% of highest compensation, as defined, as a 

Mayor for each year of credited service as a Mayor up to 10 years, plus 1.5% of 

highest compensation as Mayor for each year of non-Mayoral credited service up 

to 20 years, plus 2.0% of highest compensation as Mayor for each year of non-

Mayoral credited service in excess of 20 years. Non-Mayoral credited service  
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includes service earned as a Mayor in excess of 10 years. Maximum benefit is 90% 

of highest compensation as a Mayor. 

2) Accrued Benefit as of June 30, 2013 for Act No. 1 Members – The accrued benefit as 
of June 30, 2013 shall be determined based on the average compensation for Act 
No. 1 members, the years of credited service, and the attained age of the member 
all as of June 30, 2013. For Act No. 1 Mayors, the highest compensation as a Mayor 
is determined as of June 30, 2013. 

If the Act No. 1 member is a police officer or firefighter with at least 30 years of 

credited service as of June 30, 2013, the accrued benefit equals 65% of average 

compensation if the member was under age 55 as of June 30, 2013 or 75% of 

average compensation if the member was at least age 55 as of June 30, 2013. 

For all other Act No. 1 members, the accrued benefit equals 1.5% of average 

compensation multiplied by years of credited service. The benefit is actuarially 

reduced for each year payment commences prior to age 65. 

Contributions 

The contribution requirement to the ERS is established by Commonwealth law and is not 

actuarially determined. The following are the member and employer contributions: 

1) Member Contributions 

Effective July 1, 2013, contributions by members are 10% of compensation. 

However, for Act No. 447 members who selected the Coordination Plan, the 

member contributions are 8.5% of compensation up to $6,600 plus 10% of 

compensation in excess of $6,600 during the 2013-2014 fiscal year and 8.5% of 

compensation up to $6,600 plus 10% of compensation in excess of $6,600 during 

the 2014-2015 fiscal year. Members may voluntarily make additional contributions 

to their hybrid contribution account. 

2) Employer Contributions (Article 2-116, as Amended by Law No. 116 of 2010 and Act 
No. 3) 

Effective July 1, 2011, employer contributions are 9.275% of compensation. For the 

next four fiscal years effective July 1, employer contributions will increase annually 

by 1% of compensation. For the five fiscal years thereafter, employer contributions 

will increase annually by 1.25% of compensation, reaching an employer 

contribution rate of 20.525% of compensation effective July 1, 2020. 
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3) Supplemental Contributions from the Commonwealth’s General Fund, Certain 
Public Corporations, and Municipalities (Act No. 3)  

Effective July 1, 2013, the System will receive a supplemental contribution of $2,000 (of 

which $800 corresponds to the pension plan and $1,200 corresponds to the post 

employment healthcare benefits plan) each fiscal year for each pensioner (including 

beneficiaries receiving survivor benefits) who was previously benefitting as an Act No. 447 

or Act No. 1 member while an active employee. This supplemental contribution will be paid 

by the Commonwealth’s General Fund for former government and certain public 

corporations without own treasuries employees or by certain public corporations with own 

treasuries or municipalities for their former employees. 

4) Additional Uniform Contribution (Act No. 32, as Amended) 

The additional uniform contribution will be certified by the external actuary of the System 

each fiscal year from 2014-2015 through 2032-2033 as necessary to avoid having the 

projected gross assets of the System, during any subsequent fiscal year, to fall below $1 

billion. The additional uniform contribution is to be paid by the Commonwealth’s General 

Fund, public corporations with own treasuries, and municipalities. The additional uniform 

contribution determined for fiscal years 2014-2016 was $120 million, payable at end of each 

fiscal year. The additional uniform contribution determined for fiscal year 2016-2017 was 

$596 million, payable at the end of the fiscal year. The additional uniform contribution was 

eliminated in June 2017.

Additional information of the ERS is provided in its financial statements for the year ended 
June 30, 2017 a copy of which can be obtained from the Administrator of the Retirement 
Systems of the Commonwealth of Puerto Rico, P.O. Box 42003, San Juan, Puerto Rico 00949. 

(b) Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred 
Inflows of Resources Related to Pensions 

At June 30, 2017, the Authority recorded a liability of $444,525,548 for our proportionate 

share of the net pension liability.  The net pension liability for the plan in total was measured 

as of June 30, 2016 and determined by an actuarial valuation as of that date.  The 

Authority’s proportionate share of the total net pension liability was based on the ratio of 

our actual contributions of $9,890,191 paid to ERS for the year ended June 30, 2016 relative 

to the actual contributions of $779,477,001 from all participating employers.  At June 30, 

2016, the Authority’s proportionate share was 1.179% which increased 0.037% when 

compared to the proportional share as of June 30, 2015 of 1.142% 
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For the year ended June 30, 2017, the Authority recognized pension expense of 

$39,302,004. 

At June 30, 2017, the Authority reported deferred outflows of resources and deferred 

inflows of resources from the following sources related to ERS pension benefits: 

Deferred Outflows Deferred Inflows

of Resources of Resources

Balance of deferred outflows and inflows due to:

Difference between expected and actual experience $ 363,435 $ 6,102,635

Changes of assumptions 67,803,860

Net difference between projected and actual 

earnings on pension plan investments - 2,405,256

Changes in proportion and differences between

employer contributions and proportionate share 

of contributions 30,958,082 -

Employer contributions subsequent to the 

measurement date 16,705,494 -

$ 115,830,871 $ 8,507,891

$16,705,494 reported as deferred outflows of resources to pensions resulting from 

contribution subsequent to the measurement date will be recognized as a reduction to the 

net pension liability in the year ended June 30, 2018. Other amounts reported as collective 

deferred (inflows) / outflows of resources to be recognized in pension expense: 

Year Ending June 30:

2018 $ 19,483,985   

2019 19,483,985   

2020 20,336,630   

2021 20,555,490   

2022 10,757,396   

Thereafter —    

$ 90,617,486   

(c) Actuarial Assumptions 

Actuarial valuations of ERS involves estimates of the reported amount and assumptions 

about probability of occurrence of events far into the future.  Examples include assumptions 

about future employment mortality and future salary increases. Amounts determined 

regarding the net pension liability are subject to continual revision as actual results are 

compared with past expectations and new estimates are made about the future. Significant 

actuarial assumptions and other inputs used to measure the total pension liability: 
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Measurement Date June 30, 2016

Actuarial cost method Entry age normal

Asset valuation method Market value of assets
Inflation 2.50%

Total Payroll Growth

Future Salary Increases 3.00% per year. No compensation increases are assumed until 

July 1, 2021 as a result of Act No. 66 and the current general 

economy.

Cost-of-Living Increases
Mortality Assumption Pre-retirement Mortality: For members covered under Act 

127, RP-2014 Employee Mortality Rates are assumed with blue 

collar adjustments for male and females adjusted to reflect 

Mortality Improvement Scale MP-2016 from 2006 base year, 

and projected forward using MP-2016 on generational basis. As 

generational tables, they reflect mortality improvements both 

before and after measurement date.

Post-retirement Healthy Mortality: Rates which vary by  

gender are assumed for helthy retirees and benifeciaries based 

on a study of the Plan's experience from 2007 to 2012 and 

updated expectations regarding future mortality improvement. 

The 2010 base rates are equal to 92% of the rates from UP-

1994 Mortality Tables for Males and 95% of the rates from the 

UP-1994 Mortality Table for Females, both projected from 

1994 to 2010 using Scale AA. As a generational table, it reflects 

mortality improvements both before and after measurement 

date.

Post-retirement Disabled Mortality: Rates which vary by 

 gender are assumed for disabled retirees based on a study of 

the Plan's experience from 2007 to 2012 and updated 

expectations regarding future mortality improvement. The 

2010 base rates are equal to 105% of the rates from the UP-

1994 Mortality Table for Males and 115% of the rates from the 

UP-1994 Mortality Table for Females. The base rates are 

projected using Mortality Improvement Scale MP-2016 on a 

generational basis. As a generational table, it reflects mortality 

improvements both before and after measurement date.
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(d) Changes in Assumptions 

Actuarial assumptions are revised periodically to more closely reflect both actual and 

anticipated future experience. Due to the change in the census collection date to the 

beginning of the fiscal year, rather than the end of the fiscal year, demographic gain/loss 

during the year is limited to the difference between actual and expected benefit payments, 

which arise from differences in termination and retirement activity and mortality versus 

expectations. 

The June 30, 2016 actuarial valuation for ERS reflects an increase of approximately $3.9 

billion in the total pension liability because of the changes in assumptions related to the 

change in the discount rate as required by GASB Statement No. 67 and an decrease of 

approximately $250 million in the total pension liability because of differences between 

expected and actual experience. With the enactment of Act No. 3 of 2013, termination, 

retirement and disability rates were added for new Act No. 3 members. Also, the 

compensation increase assumption was revised due to Act No. 66 of 2014. 

(e) Long-term Expected Rate of Return 

The long-term expected rate of return on pension benefits investments was determined in 

accordance with the asset allocation portfolio that was adopted by the ER’S Board during 

December 2013 and the actuary’s capital market assumptions as of June 30, 2016. The long-

term expected rate of return on pension benefits investments was determined using a 

building-block method in which best-estimate ranges of expected future real rates of return 

(expected returns, net of pension plan investment expense and inflation) are developed for 

each major asset class. These ranges are combined to produce the long-term expected rate 

of return by weighting the expected future real rates of return by the target asset allocation 

percentage and by adding expected inflation. The target asset allocation and estimates of 

expected rates of return for each major asset class included in the pension plan’s target 

asset allocation as of June 30, 2016 are summarized in the following table: 

Traget 

Allocation

Long-term 

expected

rate of return

Asset Class:

Domestic equity 25 % 6.4 %

International equity 10 6.7

Fixed income 64 6.3

Cash 1 3.0

Total 100 %
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(f) Date of Depletion and Discount Rate 

The asset basis for the depletion projection is the ERS Fiduciary net position. On this basis, 

the ERS fiduciary net position became negative in fiscal year 2015 and accordingly no 

projection of date of depletion is needed. The date of depletion projection of the actuarial 

report does not include any amounts from the additional uniform contribution required by 

Act No. 32 because of actual fiscal and budgetary financial difficulties, continued budget 

deficits and liquidity risks of the Commonwealth and the municipalities, and in the event 

that their financial condition does not improve in the near term. 

The discount rate used to measure the ERS total pension liability was 2.85%. 

(g) Sensitivity of the Net Pension Liability to Changes in the Discount Rate 

The following presents the net pension liability of the Authority as of June 30, 2016, 

calculated using the discount rate of 2.85%, as well as what the net pension liability would 

be if it was calculated using a discount rate that is 1-percentage point lower (1.85%) or 1-

percentage point higher (3.85%) than current rate: 

At 1%

decrease

(1.85%)

At current 

discount rate

(2.85%)

At 1%

increase

(3.85%)

Net pension liability $ 508,373,225 443,235,167 170,571,815
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20. OTHER POSTEMPLOYMENT BENEFITS 

The Authority has implemented GASB Statement No. 75 Accounting and Financial Reporting for 
Postemployment Benefits other than Pensions. This Statement replaces the requirement of 
Statement No. 45, “Accounting and Financial Reporting for Employers for Postemployments 
Benefits Other Than Pensions” (GASB 45). This Statement establishes the standards for the 
measurement, recognition, and display of Other Postemployment Benefits (OPEB) expense / 
expenditures and related liabilities (assets), note disclosures, and, if applicable, required 
supplementary information (RSI) in the financial reports of state, and local governmental 
employers. 

OPEB are part of an exchange of salaries and benefits for employee service rendered. Most OPEB 
have been funded on a pay-as-you-go basis and have been reported in financial statements when 
the promised benefits are paid. GASB 45 requires state and local government’s financial report to 
reflect systematic, accrual basis measurement and recognition of OPEB cost (expense) over a 
period that approximates employees’ years of service and provides information about actuarial 
accrued liabilities associated with the OPEB, and whether and to what extent progress is being 
made in funding the funding the plan. 

a. Plan Description – The Authority provides retirement healthcare benefits under the 
Healthcare Benefit Plan to Retirees (the Plan) pursuant to collective bargain agreements. 
The Plan is administered by the Authority. Benefits consist of a maximum monthly 
payment (annuity) to cover medical expenses.  

Based on the Plan’s features and functionally, and for the purpose of the actuarial 
valuation, it has been identified as a single – employer defined benefit healthcare plan. 
Participant groups covered are employees under Collective Labor Agreement with “Union 
Independiente de Empleados de la Autoridad de Edificios Públicos” (UIEAEP), and the 
Authority’s management employees. 

All employees with at least 10 years of rendered services within the Authority are eligible 
for the healthcare benefit upon retirement age. Normal retirement is as follows: 

 For employees that were employed by the Authority at March 30, 1990 the 

retirement is at 30 years of service. 

 For employees that were employed by the Authority after Match 30, 1990 the 

retirement is at 10 years of service and 65 years old. 

The benefit is paid in case of permanent disability of the retiree until death. Also, the benefit 

is paid in case an active employee gets disable until death. The obligation end in case of death 

after retirement. 
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b. Description of The Other Postemployment Benefits Provided – In addition to providing the 

pension benefits, the Authority provides a defined dollar contribution to partially cover 

medical insurance cost to eligible retired employees. The Authority’s contribution is limited to 

$200 monthly per single retired employees up to a period of thirty-six months (twelve months 

for managerial employees). This benefit is included in the collective bargain agreement and 

will be re-evaluated when the collective bargain agreements are up for renewal. Under this 

level of benefits provided, the medical cost increases reside with the retiree and, therefore, 

results in a lower OPEB liability for the Authority.  

c. Membership – As of June 30, 2017 and 2016, the number of active employees and retirees 

amounted to 1,378 and 1,449, respectively. 

d.  Funding policy – The obligation of the plan members’ employer are established by action of 

the Authority pursuant to applicable collective bargaining and employment agreements. The 

required contribution rates of the employer and the members vary depending on the 

applicable agreement. The Authority currently contributes enough money to the plan to satisfy 

current obligations on a pay-as-you-go basis. The cost of administering the plan are paid by the 

Authority.

e. Annual OPEB cost and net OPEB obligation – The Authority’s annual OPEB cost (expense) is 

calculated based on the annual required contribution (ARC) of the employer. The Authority has 

engaged an actuary to calculate the ARC and related information per the provisions of GASB 

Statement No. 45 for employers in the plan with more than one hundred total plan members.  

The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover 
normal cost each year and to amortize any unfunded actuarial liabilities (or funding excess) 
over a period not to exceeded thirty years.

The following table shows the components of the Authority’s annual OPEB cost for the years 
ended June 30, 2017 and 2016: 

OPEB Obligation

The net OPEB obligation change for the years ended June 30, 2017 and 2016 is as following: 
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2017 2016

Normal OPEB obligation at beginning of year $ 15,888,446 $ 14,143,473

Total annual OPEB costs 1,174,607 2,269,042

Actuarial change in estimate (618,748) -

Actuarial benefits payments (153,054) (524,069)

OPEB liability $ 16,291,251 $ 15,888,446

Components of OPEB costs during the years ended June 30, 2017 and 2016 are as follows:

2017 2016

Annual required contribution (ARC) for the fiscal year $ -                        $ 3,193,225

Service Cost 895,113 -

Actuarial change in estimate 25,888 -

Interest or net OPEB obligation 520,844 413,100

ARC amortization adjustment (267,238) (1,860,675)

Total annual OPEB Costs $ 1,174,607 $ 1,745,650

Actuarial discount rate 3.60% 2.60%

As of June 30, 2017 and 2016, the total aggregate amount of actuarial accrued liability for 
benefits was $16.2 and $20.3 million, respectively, all of which was unfunded. The covered 
payroll (annual payroll of actives employees covered by the plan) was approximately $53.3 and 
$49.9 million during the fiscal years ended June 30, 2017 and 2016, respectively, and the ratio 
of the unfunded actuarial accrued liability to the covered payroll was 39.3% and 40.6%, 
respectively. The Authority’s annual required contributions were $0.0 and $2.9 million during 
the years ended June 30, 2017 and 2016, as required by GASB Statement Nos. 75 and 45, 
respectively. 
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The projection of future benefit payment for an ongoing plan involves estimates of the value 
of reported amount and assumption about the probability of occurrence of events far into the 
future. Examples include assumption about the future employment, mortality, and the 
healthcare costs trend. Amount determined regarding the funded status of the plan and 
annual required contribution of the employer are subject to continuous revision as actual 
results are compare with past expectations and new estimates are made about the future.  

f. Methods and Assumptions- Projections of benefits for financial reporting purposes are based 
on the plan and includes the types of benefits provided at the time of valuation and the 
historical pattern of benefit cost paid by the employer to date. The methods and assumptions 
used include techniques that are designed to reduce the effects of short-term volatility in 
actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term 
perspective of the calculations.  

The amortization method of the initial unfunded actuarial of accrued liability is the level dollar 
for a period of 15 years. The amortization method for the gain or loss is the level dollar for a 
period of 15 years closed. The valuation date was July 1, 2016 and the Projected Unit Credit 
Cost Method was used. The actuarial assumptions were based on a set of assumption supplied 
by the Authority. Turnover rates were based on service and age-related turnover. A discount 
rate of 2.6% was used. This rate is the best actuarial estimate of expected long-term 
experience. 

The healthcare trend rates are based on the actuarial knowledge of the general healthcare 
environment and the specific coverage offered by the Authority. 

21. VOLUNTARY TERMINATION BENEFITS 

ON July 2, 2010, the Commonwealth enacted Act No. 70 to establish a program that provided benefits 
for early retirements or economic incentives for voluntary employment termination to eligible 
employees, as defined, including employees of the Authority. Act No. 70 was a voluntary selection for 
the public corporations, such as the Authority, and established that early retirement benefits will be 
provide to eligible employees that have completed between  20 to 29 years of credited service in the 
Retirement System, between 48 and 55 years to age, and will consist of biweekly benefits of a 50% of 
each employee’ salary, as defined. In this early retirement benefits program, The Authority will make 
the employee and the employer contribution to retirement system and pay the corresponding 
pension until the employee complies with the requirements of age and 30 years of credited service in 
the retirement system. Economic incentives are available to eligible employees who have a least 30 
year of credited service in the retirement System who have attained the age for retirement. Economic 
incentives will consist of a lump-sum payment of six months of salary based on employment years. 
For eligible employees that choose the economic incentives and have at least 30 years of credited 
services in the retirement system and the age for retirement or have the age for retirement, the 
Authority will make the employee and the employer contributions to the Retirement system for five 
years period. Additionally, eligible employees that choose to participate in the early retirement 
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benefit program or that choose the economic incentive and have at least 20 years of credited 
services in the retirement system are eligible to receive health plan coverage for up to 12 months 
in a health plan selected by management of the Authority. 

The financial impact resulting for the benefits granted to participants on this program was the 
recognition within the Authority’s financial statements of a liability of $16.3 and $15.8 million in 
the balance sheets as June 30, 2017 and 2016, respectively, and a charge of approximately $.5 
and $1.7 thousand in the statement of revenues, expenses and changes in net position for the 
years ended June 30, 2017 and 2016, respectively. At June 30, 2017, unpaid long-term benefit 
granted on this program were discounted at 3.60% depending on the employee voluntary 
termination benefits selected.  

22. COMMITMENTS AND CONTINGENT LIABILITIES 

a. Construction – the Authority has entered into various contracts with outside contractors for 
the construction of building and other facilities. The Authority records the liability for these 
contracts as progress billings are received, based on completed work. The Authority has an 
agreement with AFI related to the construction and improvement to public schools on the 21st

Century Program. All construction work in progress were completed during the year ended 
June 30, 2017.  

b. Litigation – The Authority is defendant or co-defendant in various lawsuits for alleged damage 
and breach of contracts in cases related to construction projects. In addition, The Authority is 
defendant or co-defendant in other cases related to public liability and labor related matters. 
Some of the legal cases related to public liability are covered by insurance.  

The Authority, based on legal advice, recorded an adequate provision to cover probable losses 
on the claims not fully covered by insurance. In the opinion of legal counsel, any liability in 
excess of insurance coverage and/or the recorded provision that may arise from such claims 
would not be significant to affect to the Authority’s financial position or result of operations. 

c.  Environmental – During 2012, the Authority identified asbestos in the Central Offices building 
in Minillas, Santurce, Puerto Rico. Asbestos removal cost was estimated based on 
environmental engineers’ consultant survey. As a result, during the year ended June 30, 2012, 
the Authority recorded a liability of $2 million for the estimated cost of the removal. During 
the year ended June 30, 2015, most of the asbestos removal process was completed at a total 
cost very similar to the total provision recorded in 2012. The Authority has contracted 
environmental engineers to determine if asbestos exists in other of the Authority’s properties. 
At June 30, 2017, no other property has been identified, therefore, no additional reserve for 
any future potential liability has been recorded.  
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23. RESTATEMENT 

During the year ended June 30, 2017, management restated prior year’s financial statements to 
implement and establish the beginning balances of GASB Statement No. 68, Accounting and Financial 
Reporting for Pensions, an amendment of GASB Statement No. 27. The restatement includes the 
initial balance of net pension liability, deferred outflows of resources, and its contributions 
subsequent to measurement date from fiscal year 2017, and deferred inflows of resources. 

The following table summarizes changes to net position at the beginning of the year as previously 
reported in the statement of Revenues, Expenses and Changes in Net Position. 

2015 2016
 2017

Total Net Deficit 
Net deficit at beginning of year 

as previous reported (292,714,356)$      (548,531,664)$      (548,531,664)$      

Restatement adjustment - 
Understatement  of Deferred outflows
 related to pension plan 32,058,291 36,104,265 68,162,556
Understatement  of Deferred inflows
 related to pension plan (2,053,700) - (2,053,700)
Understatement  of net pension liability (325,040,822) (55,674,092) (380,714,914)
Understatement of pension expense 11,075,554 19,569,827 30,645,381

Net deficit at beginning of year, as restated (576,675,033)$      (548,531,664)$      (832,492,341)$      

24.  REISSUANCE OF FINANCIAL STATEMENT 

As management of the Public Buildings Authority (“the Authority”), we reissued the financial 

statements issued on June 24, 2019, because we subsequently discovered that the agreements with 

monoline insurers of our bonds contain subrogation rights limited to the actual amount paid for each 

of the missed payments on the insured bonds and we are recognizing such liability.  Refer to Note 

16. Bonds Payable. 

Further, management re-evaluated the impact as of June 30, 2017 of the agreement effected on 

November 29, 2018, between the Authority and the Government Development Bank (GDB) allowing 

for the offsetting of Authority’s cash balances deposited with GDB against the lines of credit due 

GDB.  Since the cash deposited with GDB was deemed impaired as of June 30, 2016, management 

had presented the impact of the agreement in the financial statement issued June 24, 2019.  The 

impact presented in the financial statements issued June 24, 2019 reduced the line of credit due GDB 

and recognized non-operating income from other contributions from the Commonwealth of Puerto 

Rico by approximately $40.0 million.  However, after further consideration of the legal aspects of the 

agreement, management decided to remove the impact as of June 30, 2017, and leave only the 

disclosure in Subsequent Events, below. 
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25.  SUBSEQUENT EVENTS 

The Authority has evaluated subsequent events through March 18, 2020, which is the date the 
financial statements were available to be issued. The subsequent events disclosed are principally 
those which management believes are of sufficient public interest for disclosure. 

A. Puerto Rico Emergency Moratorium and Financial Rehabilitation Act, Puerto Rico Fiscal 
Responsibility and Financial Emergency Act and Related Executive Orders 

On April 6, 2016, the Commonwealth enacted Act No. 21 of 2016, known as the Puerto Rico 
Emergency Moratorium and Rehabilitation Act (as amended, the Moratorium Act). Pursuant to 
the Moratorium Act, the Governor issued a series of executive orders declaring an emergency 
period, a moratorium and various other measures with respect to certain obligations of the 
Commonwealth and several of its instrumentalities, including the System. 

Under these executive orders, certain Commonwealth entities have: (i) not made debt service 
payments, (ii) made debt service payments with funds on deposit with the trustees of their 
bonds, or (iii) not received or transferred certain revenues. Such executive orders also placed 
significant restrictions on the disbursement of funds deposited at the Government 
Development Bank for Puerto Rico (GDB) and suspended the disbursement of loans by GDB. 
These executive orders restricted the System’s ability to withdraw any funds held on deposit at 
GDB and to receive any disbursements on loans granted by GDB. These executive orders also 
suspended the obligation of the Commonwealth to transfer certain revenues previously 
allocated to the System. 

On January 2, 2017, the Governor signed into law Act No. 2 of 2017, which amended the 
Moratorium Act to, among other things, create the Puerto Rico Fiscal Agency and Financial 
Advisory Authority (FAFAA) as an independent public corporation to assume GDB’s role as fiscal 
agent, financial advisor and reporting agent for the Commonwealth, its component units, and 
municipalities. FAFAA was also assigned the tasks of overseeing matters related to the 
restructuring and adjustment of the Commonwealth’s financial liabilities (including the 
Authority), coordinating liability management or other transactions with respect to such 
obligations, and ensuring compliance with fiscal plans and budgets approved by the Oversight 
Board pursuant to PROMESA.

On January 29, 2017, the Governor signed into law Act No. 5 of 2017, known as the Puerto Rico 
Fiscal Responsibility and Financial Emergency Act (as amended, Act No. 5), which repealed 
certain provisions of the Moratorium Act and authorized additional emergency measures. 
Under Act No. 5, however, the executive orders issued under the Moratorium Act would 
continue in effect until amended, rescinded or superseded. The emergency period under Act 
No. 5 will expire December 31, 2019, unless extended by the Governor. Some additional powers 
provided to the Governor through Act No. 5 include the authority to: (i) exercise receivership 
powers to rectify the financial emergency, (ii) exercise general supervisory control over the 
functions and activities of all government entities within the Executive Branch, and (iii) issue 
executive orders to implement and enforce compliance with Act No. 5. 
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B.  Puerto Rico Oversight, Management, and Economic Stability Act 

On June 30, 2016, the President of the United States signed PROMESA into law (as codified under 
48 U.S.C. §§ 2101-2241). In general terms, PROMESA seeks to provide the Commonwealth and 
its covered instrumentalities, including the Authority, with fiscal and economic discipline 
through, among other things: (i) the establishment of the Oversight Board, whose 
responsibilities include the certification of fiscal plans and budgets for the Commonwealth and 
its related entities; (ii) a temporary stay of all creditor lawsuits under Title IV of PROMESA, which 
expired on May 1, 2017; and (iii) two alternative methods to adjust sustainable debt: (a) a 
voluntary debt modification process under Title VI of PROMESA, which establishes a largely out-
of-court debt restructuring process through which modifications to financial debt can be 
accepted by a supermajority of creditors; and (b) a quasi-bankruptcy proceeding under Title III 
of PROMESA, which establishes an in-court debt restructuring process substantially based upon 
incorporated provisions of the U.S. Bankruptcy Code (11 U.S.C. §§ 101, et seq.).

Title III of PROMESA established an in-court process for restructuring the debts of Puerto Rico 
and other United States territories that is modeled after the process under Chapter 9 of the 
Bankruptcy Code. In order to be a debtor under Title III, the territory and/or its instrumentalities 
must: (i) have an Oversight Board established for it or be designated a “covered entity”; (ii) have 
the Oversight Board issue a restructuring certification under PROMESA section 206(b); and (iii) 
“desire[] to effect a plan to adjust its debts.” PROMESA § 302. The Oversight Board has sole 
authority to file a voluntary petition seeking protection under Title III of PROMESA. See 
PROMESA § 304(a). As of the date hereof, the Oversight Board, at the request of the Governor, 
has commenced Title III cases for the Commonwealth and the Authority, among others. 

In a Title III case, the Oversight Board acts as the debtor's representative and is authorized to 
take any actions necessary to prosecute the Title III case. See PROMESA § 315. Immediately upon 
filing the Title III petition, Bankruptcy Code section 362 (which is incorporated into Title III cases 
under PROMESA) applies to automatically stay substantially all litigation against the debtor (the 
Title III Stay). After the Title III case is commenced, the Chief Justice of the United States Supreme 
Court must designate a district court judge to sit by designation and preside over the Title III 
case. PROMESA also provides that the commencement of a Title III case “does not limit or impair 
the powers of a covered territory to control by legislation or otherwise the exercise of the 
political or governmental powers of the territory or territorial instrumentality.” PROMESA § 303. 

A Title III case culminates in the confirmation of a plan of adjustment of the debts of the debtor. 
The Oversight Board has the exclusive authority to file a plan of adjustment. See PROMESA § 
312. In order to be confirmed, a proposed plan of adjustment must meet the requirements set 
forth under PROMESA section 314. 

Title IV of PROMESA established the Temporary Stay of Litigation, Government Reporting, and 
Other Miscellaneous Provisions. Pursuant to PROMESA section 405, the enactment of PROMESA 
immediately and automatically imposed a temporary stay (the Title IV stay) from June 30, 2016 
(the date of PROMESA’s enactment) through February 15, 2017, of all “Liability Claim” litigation  
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commenced against the Commonwealth and its instrumentalities after December 18, 2015. The 
Title IV Stay was subject to a one-time 75-day extension by the Oversight Board or a one-time 
60-day extension by the district court. On January 28, 2017, the Oversight Board extended the 
Title IV Stay by 75 days to May 1, 2017, at which time the Title IV Stay expired. Any party subject 
to the Title IV Stay could have filed a motion in the United States District Court for the District 
of Puerto Rico seeking relief from the Title IV Stay upon “cause shown.” PROMESA § 405(e). 

C. Commencement of the Title III Cases 

On May 1, 2017, the Title IV Stay expired, permitting the litigation brought by bondholders and 
other creditors against the Commonwealth and its instrumentalities (including the Authority) 
to resume. On May 3, 2017, the Oversight Board, at the request of the Governor, commenced 
a Title III case for the Commonwealth by filing a petition for relief under Title III of PROMESA in 
the United States District Court for the District of Puerto Rico (the Title III Court). On May 5, 
2017, the Oversight Board, at the request of the Governor, commenced a Title III case for 
COFINA by filing a similar petition for relief under Title III of PROMESA in the Title III Court. 

Faced with the eventual insolvency of the System and the inability to reach a consensual 
restructuring agreement with the System’s creditors, on May 21, 2017, the Oversight Board, at 
the request of the Governor, commenced a Title III case for the System by filing a petition for 
relief under Title III of PROMESA in the Title III Court. On that same day, the Oversight Board, 
at the request of the Governor, commenced a Title III case for the Puerto Rico Highways and 
Transportation Authority (PRHTA) by filing a similar petition for relief under Title II of PROMESA 
in the Title III Court. On July 3, 2017, the Oversight Board, at the request of the Governor, 
commenced a Title III case for the Puerto Rico Electric Power Authority (PREPA) by filing a 
similar petition for relief under Title III of PROMESA in the Title III Court. On September 27, 
2019, the Oversight Board commenced a Title III case for the Authority by filing a similar petition 
for relief under Title III of PROMESA in the Title III Court. As such, the Authority is a debtor in a 
proceeding pursuant to Title III of PROMESA. 

All of the foregoing Title III cases have been consolidated for procedural purposes only and are 
being jointly administered under Case No. 17-3283-LTS in the Title III Court. On June 15, 2017, 
the United States Trustee appointed an Official Committee of Retired Employees (the Retiree 
Committee) in the Commonwealth’s Title III cases and appointed an Official Committee of 
Unsecured Creditors for all Title III debtors other than COFINA (the Creditors’ Committee). 

The System’s Title III case was commenced in part due to the May 1, 2017 expiration of the Title 
IV Stay. Title III of PROMESA incorporates the automatic stay provisions of Bankruptcy Code 
section 362 and 922, which are made applicable to the Authority’s Title III case pursuant to 
PROMESA section 301(a). Accordingly, upon the filing of the Authority’s Title III case, the Title 
III Stay immediately went into effect to stay creditor litigation. All claims against the Authority  
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that arose before the filing of its Title III case (whether or not discussed herein) may be subject 
to the laws governing Title III. 

D. Key Title III Litigation 

Appointments Clause Litigation 

On August 7, 2017, a group of the Commonwealth’s general obligation bondholders led by 
Aurelius Investment, LLC, Aurelius Opportunities Fund, LLC, and Lex Claims, LLC (collectively, 
Aurelius) filed a motion to dismiss the Title III petitions. In the motion, Aurelius argued that the 
appointment of the Oversight Board members violated the “Appointments Clause” of the 
United States Constitution, which requires that “principal officers” of the United States be 
appointed by the President and confirmed by the Senate. The Title III Court denied Aurelius’ 
motion to dismiss, and Aurelius appealed to the United States Court of Appeals for the First 
Circuit. On February 15, 2019, the First Circuit reversed the Title III Court, holding that the 
Oversight Board members’ appointment process violated the Appointments Clause. The First 
Circuit stayed its ruling for 90 days to allow the President and Senate to appoint the Oversight 
Board in accordance with the Constitution. It also expressly validated all of the Oversight 
Board’s past actions, including any actions taken by the Oversight Board during the 90-day stay 
period. 

On April 23, 2019, the Oversight Board appealed the First Circuit’s decision to the United States 
Supreme Court by filing its petition for a writ of certiorari. The following day, the Oversight Board 
filed a motion in the First Circuit requesting an extension of the 90-day stay of its February 15 
decision until the Supreme Court’s final disposition of the case. On May 6, 2019, the First Circuit 
granted in part the Oversight Board’s extension motion by extending the stay of its February 15 
decision until July 15, 2019, but denied the request to extend the stay indefinitely until the 
Supreme Court’s final disposition of the case. On June 20, 2019, the United States Supreme 
Court granted the Oversight Board’s petition for a writ of certiorari and stayed the First Circuit 
decision pending its final determination. Oral argument on the appeal was heard before the 
United States Supreme Court on October 15, 2019. 

The Fin. Oversight and Mgmt. Bd. for Puerto Rico v. Puerto Rico Public Building Auth., Case No. 
18-00149-LTS (D.P.R. Dec. 21, 2018). 

On December 21, 2018, the Oversight Board and the Creditors’ Committee filed an adversary 
proceeding against the Authority seeking declaratory relief and disallowance of administrative 
rent claims, alleging that the Authority leases are not true leases, but rather “disguised 
financing transactions.” Multiple parties have filed motions to intervene. On January 28, 2019, 
the Authority responded to the complaint. On June 27, 2019, the Oversight Board filed a 
motion to stay this adversary proceeding pending confirmation of the Commonwealth’s Title 
III plan of adjustment. A hearing on the stay motion was held before the Title III Court on July  
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24, 2019, but determination of the motion remains pending.  

On September 27, 2019, the Financial Oversight and Management Board filed Title III Petition 
for Covered Territory or Covered Instrumentality to include the Authority. 

E. PayGo Pension Reform 

On June 27, 2017, the Treasury Department issued Circular Letter No. 1300-46-17 to convey to 
the central government agencies, public corporations and municipalities the new 
implementation procedures to adopt, effective July 1, 2017, a new “pay-as-you-go” (PayGo) 
system. With the start of fiscal year 2018, employers’ contributions, contributions ordered by 
special laws, and the Additional Uniform Contribution were all eliminated. 

The PayGo system was one component of Act 106-2017, which the Governor signed into law 
on August 23, 2017. Act 106-2017 created the legal framework so that the Commonwealth can 
guarantee benefit payments to current pensioners through the PayGo system. Approximately 
$2 billion was allocated for these purposes in each of the budgets for fiscal year 2018 and fiscal 
year 2019. Act 106-2017 also created a Defined Contributions Plan, similar to a 401(k) plan, that 
will be managed by a private entity. Future benefits will not be paid by the Retirement Systems. 

Act 106-2017, among other things, amended Act No. 12 with respect to the System’s 
governance, funding and benefits for active members of the actual program and new hired 
members. Under Act 106-2017, the System’s board of trustees was eliminated, and a new 
Retirement Board was created. The Retirement Board is currently responsible for governing 
both the System and JRS. 

Act 106-2017 terminated the previously existing pension programs for the System participants 
as of June 30, 2017. The members of the prior programs and new system members hired on 
and after July 1, 2017 will be enrolled in a new defined contributions program that will be 
selected by the Retirement Board. The accumulated balance on the accounts of the prior 
program will be transferred to the member accounts in the new defined contributions program. 
The System’ active members of the defined contributions program will retain their benefits as 
stated under Act 91 of March 29, 2003. 

Act 106-2017 also ordered a suspension of the System’s loan programs and ordered a merger 
of the administrative structures of the retirement systems. At the Retirement Board’s 
discretion, the administration of the System benefits may be externalized. The employees of 
the System that are not retained under the new administrative structure will be transferred to 
other public agencies in conformity with Act No. 8 of February 8, 2017. 

In addition, Act 106-2017 repealed the Voluntary Early Retirement Law, Act No. 211 of 2015, 
while creating an incentives, opportunities and retraining program for public workers. 
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On May 17, 2019, the Legislature passed Act No. 29 of 2019 (Act 29-2019), which addressed 
the severe financial crisis and liquidity shortage of the Puerto Rico municipalities by relieving 
them of their obligation to make PayGo payments to the Commonwealth under Act 1062017. 
On July 3, 2019, the Oversight Board filed a complaint against the Governor and FAFAA seeking 
injunctive relief to prevent the implementation and enforcement of Act 292019, which 
eliminated the obligation of municipalities to make PayGo payments to the Commonwealth, 
and various joint resolutions because (i) Act 29 violated PROMESA sections 204(a) and 207; (ii) 
Act 29-2019 and the joint resolutions violated PROMESA section 204(c); 

Act 29-2019 and the joint resolutions violated PROMESA section 108(a) because they impair 
and/or defeat the purposes of PROMESA, as determined by the Oversight Board; and 
the Governor’s alleged policy of not providing certifications as required under PROMESA 
section 204 violated PROMESA section 108(a) because it impairs and/or defeats the purposes 
of PROMESA, as determined by the Oversight Board. 

On July 15, 2019, the Governor and FAFAA moved to dismiss the complaint. On August 22, 2019, 
the Title III Court denied the motion to dismiss in its entirety. On September 10, 2019, the 
Governor and FAFAA answered the complaint. This case is currently in its early stage and the 
Title III Court has not yet made a final determination on the merits. 

F. Installment Agreements with Employees’ Retirement System of the Commonwealth of  
      Puerto Rico 

The Authority had a debt with the Employees’ Retirement System due to special laws approved 
during 2016-2017, uniform additional contribution, and interests, amounting to $12.1 million 
as of December 23, 2016. On January 4, 2017 the Executive Director signed an installment 
agreement in order to pay the whole debt. The installment agreement gave the opportunity 
to the Authority to pay the overdue debts and still paying the current remittances. The 
Authority paid a down payment, six fix installments and a final lump sum of $8,267,446 in July 
18, 2017 taking advantage of the clause that allow to make additional payments and pay off 
debt in advance, in order to get zero balance due before the change in the method. 

On August 10, 2017 the Governor Ricardo Rosselló Nevares signed legislation that established 
a new defined contribution plan for active workers and new hires to be administered by a third-
party provider and fund existing pension obligations on a “pay-as-you-go” basis, which means 
the government will pay benefits to retirees directly as they come due, rather than attempting 
to pre-fund future benefits via a retirement system’s investment fund. Enrolling both active 
employees and newly hired workers in a true defined contribution retirement system. The 
Authority adopted the “pay-as-you-go” system and accrued the total amount of the debt in a 
payable account and paid the required amounts to the Puerto Rico Department of Treasury. 
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G. Catastrophe Events 

On September 20, 2017, the island of Puerto Rico was devastated by hurricane Maria. The 
hurricane caused catastrophic destruction in Puerto Rico, including severe damages to the 
electric power system, and left the island completely without power. 

The Authority received advance recovery proceeds from the insurance company of $35 million 
from October 2017 to August 2018. From April 2018 to May 2019, the Authority received $7.6 
million from Federal Emergency Management Agency (FEMA) as reimbursements for expenses 
paid by the Authority related to damages caused by hurricane Maria. 

Further, since December 28, 2019, the southwest portion of the island was impacted by a series 
of earthquakes, with the most powerful, a 6.4, on January 7, 2020.  Several buildings were 
affected, and the Authority is evaluating the damages. 

Furthermore, in March 2020, the World Health Organization declared the outbreak of a novel 
coronavirus (COVID-19) as a pandemic, which continues to spread throughout the United 
States and Puerto Rico. As a result, and in response to the executive orders of the President of 
the United States and the Governor of the Commonwealth of Puerto Rico, executive orders: 
Families First Coronavirus Response Act (“FFCRA”), and Implementation of the Necessary 
Closings of Private and Government Operations to Combat the Effects and Spread of COVID-
19 in the Island of Puerto Rico, issued on March 18, 2020 and March 15, 2020, respectively, 
and their amendments; we have temporarily closed our operating locations, reduced operating 
hours, and have seen a reduction in citizen traffic, all resulting in a negative impact to Puerto 
Rico’s government and private operations. While the disruption is currently expected to be 
temporary, there is uncertainty around the duration. Therefore, while we expect this matter 
to negatively impact our results of operations and financial position, the related financial 
impact cannot be reasonably estimated at this time.  

H. GDB Qualifying Modification and Title VI Approval Process

On November 29, 2018, GDB completed a restructuring of certain of its indebtedness 
pursuant to a Qualifying Modification under Title VI of PROMESA (the Qualifying 
Modification). Under the Qualifying Modification, holders of certain bond and deposit claims 
against GDB exchanged their claims for bonds issued by a newly created public 
instrumentality—the GDB Debt Recovery Authority—and GDB transferred to such entity its 
municipal loan portfolio, a portion of its public entity loan portfolio, its real estate owned 
assets and its unencumbered cash. In addition, pursuant to the GDB Restructuring Act, claims 
on account of deposits held by the Commonwealth and other public entities were exchanged 
for interest in a newly formed trust created pursuant to the GDB Restructuring Act, titled the 
Public Entity Trust (the PET).  
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On August 24, 2017, the Governor signed into law Act No. 109, known as the Government 
Development Bank for Puerto Rico Debt Restructuring Act (the GDB Restructuring Act), which 
effectuated the GDB Fiscal Plan and provided a path for the implementation of a restructuring 
support agreement between GDB and certain of its key creditor constituencies by addressing 
the claims of the Commonwealth and its instrumentalities against GDB. The GDB Restructuring 
Act created two special purpose entities—the GDB Debt Recovery Authority and the PET—into 
which the GDB would divide and irrevocably transfer its assets. Under the GDB Restructuring 
Act, the balance of liabilities owed between the Commonwealth and its agents, 
instrumentalities and affiliates, including the Authority (each a Non-Municipal Government 
Entity) and GDB were determined by applying the outstanding balance of any deposits held at 
GDB in a Non-Municipal Government Entity’s name against the outstanding balance of any loan 
of such Non-Municipal Government Entity owed to GDB or of any bond or note of such Non-
Municipal Government Entity held by GDB as of such date. Those Non-Municipal Government 
Entities having net claims against GDB, after giving effect to the foregoing adjustment received 
their pro rata share of interests in the PET, which was deemed to be full satisfaction of any and 
all claims such Non-Municipal Government Entity may have against GDB.  

The assets of the PET (the PET Assets) consist of among other items, a claim against the 
Commonwealth of approximately $580 million, which is the subject of a proof of claim filed in 
the Commonwealth case pending under Title III of PROMESA. The Authority’s recovery on 
account of its interest in the PET will depend upon the recovery ultimately received by the PET 
on account of the PET Assets. Claims that the Commonwealth and other governmental entities 
may have had against GDB have been released pursuant to the Qualifying Modification (except 
for as set forth therein), and GDB has reduced the amount of any allowed claim against the 
Commonwealth it may receive as set forth in such Qualifying Modification.  

On November 6, 2018, the District Court approved GDB’s Qualifying Modification under Title VI 
of PROMESA and the Qualifying Modification became effective as of November 29, 2018.  

I. Former Governor Rosselló’s Resignation and Government Transition under Governor 
Vázquez 

On July 24, 2019, then-Governor Ricardo Rosselló Nevares announced his resignation as 
Governor of the Commonwealth effective August 2, 2019 at 5pm Atlantic Standard Time. 
Before his resignation became effective, then-Governor Rosselló appointed former resident 
commissioner Pedro Pierluisi as Secretary of State. After being confirmed by the House of 
Representatives (but not the Senate), Mr. Pierluisi was sworn in as acting Governor. On August 
7, 2019, the Puerto Rico Supreme Court unanimously determined that Mr. Pierluisi was illegally 
sworn into office as Governor. As a result, Justice Secretary Wanda Vázquez was sworn in as 
Governor on August 7, 2019 to complete former Governor Rosselló’s term through 2020 and, 
as of the date of these financial statements, currently serves as the Governor of the 
Commonwealth. 
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J. Oversight Board Files Joint Plan of Adjustment for the Commonwealth, the System, and  
     the Authority 

On September 27, 2019, the Oversight Board—as representative of the Commonwealth, the 
System, and PBA in their respective Title III cases—filed a joint Title III plan of adjustment for 
the Commonwealth, the System and PBA [ECF No. 8765] (the Joint Plan) along with a disclosure 
statement related thereto [ECF No. 8766] (the Disclosure Statement). In general terms, the 
Joint Plan proposes a restructuring of the Commonwealth’s debts by, among other things: 

 reducing the Commonwealth’s liabilities from approximately $35 billion to 
approximately $12 billion; 

 reducing unchallenged GO bond claims by 36%; 

 allowing local bondholders to elect to receive taxable bonds with monthly interest 
payments in exchange for their claims; 

 setting challenged GO bond and Commonwealth guaranteed claims with reductions 
between 55% (for 2012 GO bonds) and 65% (for 2014 GO bonds); 

 reducing the System’s bonds by 87%; 

 reducing unchallenged Authority bonds by 28%; and 

 reducing challenged Authority bonds by 42%. 

In addition, the Joint Plan and Disclosure Statement contemplates an 8.5% pension cut across 
all of the Retirement Systems, including the System. However, if confirmed, the Joint Plan’s 
pension cut formula would not apply to beneficiaries receiving monthly benefits of $1,200 or 
less. For further information on the proposed terms of the pension cut, please refer to the 
publically available Disclosure Statement available at 
https://cases.primeclerk.com/puertorico/Home-DocketInfo.

According to the Joint Plan and Disclosure Statement, the Joint Plan also contemplates 
establishing a pension reserve fund (the Reserve Fund) that “will be funded through the 
projected surplus to be used to provide funding for PayGo” and “will be held in a trust for the 
sole benefit of beneficiaries of PayGo.” If the Joint Plan is confirmed, the Reserve Fund will be 
established on the Joint Plan’s effective date and operate as “a reserve trust which will be 
utilized to secure the Commonwealth’s pension obligations under Act 106,” which established 
the PayGo system. The Reserve Fund will be managed by an independent entity whose 
members must meet certain independent, professionalism, experience, and qualification 
standards, and will be subject to all government contracting, ethics, and conflicts of interest 
laws and regulations. The Reserve Fund will be funded initially with a $5 million contribution 
from the Commonwealth, then from fiscal year 2020 through fiscal year 2027, the 
Commonwealth will make additional annual contributions in the amount of (i) $175 million; or 
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 (ii) 25% of any projected annual Fiscal Plan surplus exceeding $1.75 billion, whichever is 
greater. 

The Joint Plan proposes no changes to the Authority’s governance structure or the Authority’s 
prepetition collective bargaining agreements during or following the Authority’s Title II Case, 
unless any such changes are approved by both the Oversight Board and FAFAA. In addition, all 
general unsecured claims against the Authority would be unimpaired under the Joint Plan 
proposal. The Joint Plan currently remains subject to ongoing negotiation, solicitation, and final 
approval by the Title III Court. 

For further information, please refer to the publically available Joint Plan and Disclosure 
Statement available at https://cases.primeclerk.com/puertorico/Home-DocketInfo.  

K. Other Significant Subsequent Events Regarding the Authority 

The fiscal year 2018 budget includes significant reductions in agencies’ expenditures, 

encompassing almost all line items of expenditures, such as payroll and related costs, 

purchased services, subsidies, public service facilities, transportation costs, equipment 

purchases, materials and supplies, media advertising and federal funds local matching, among 

others. 

The Authority requested annual operational budgets of $135 million for fiscal years 2016-2017, 
2017-2018, and 2018- 2019 of which only $90 million funds were approved for annual budgets  

2016-2017 and 2017-2018, by the Puerto Rico Office of Management and Budget (OMB) and 
$114.7 million for 2018-2019 period, by the Financial Oversight and Management Board for 
Puerto Rico (FOMB). Management believes the assigned resources for operational expenses, 
including payroll, are insufficient. This situation seriously constrains the Authority’s liquidity, 
and additionally could affect the going concern of its operations in the near future. 

Most of such lease payments are subject to legislative appropriation from the 
Commonwealth’s General Fund Budget. The Authority’s lease payments and its bonds are, 
however, guaranteed by the good faith, credit and taxing power of the Commonwealth. The 
Authority bonds, therefore, constitute Commonwealth Guaranteed Obligations. The Authority 
is currently authorized by law to have outstanding at any time up to $4.7 billion of bonds 
guaranteed by the Commonwealth. 

On July 1, 2016, the Authority defaulted its bond obligations. Of the approximately $186.9 
million debt service ($86.1 million in principal and $100.9 million in interest) due on the 
Authority outstanding bonds, all was paid except principal of $25.2 million. In October 2016,  
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PUBLIC BUILDINGS AUTHORITY
(A Component Unit of the Commonwealth of Puerto Rico)
NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

applicable to the unpaid $25.2 million, the Authority paid bond principal amount of $10.4 
million from proceeds received of bond insurance. From July 1, 2018, the Authority has not 
received IRS grant for payment of bonds. 

Of the outstanding bonds debt service requirements, interest due in October 2017 of 
approximately $12.4 million, approximately $3.3 million remain unpaid. The amount of 
interest that was paid reflects amounts received from applicable interest subsidy programs. Of 
the outstanding bond interest debt service due in January 2018 of approximately $97.5 million, 
approximately $78.4 million remained unpaid. The amount of interest that was paid reflects 
amount received from applicable interest subsidy programs and the proceeds from insurance. 
Of the outstanding bonds debt service due in April 2018 of approximately $12.4 million, of 
approximately $3.3 million remained unpaid. The amount of interest that was paid reflects 
mount receive from applicable interest subsidy programs. Of the outstanding bonds debt 
service due in July 2018 of approximately $164.5 million, approximately $134.5 million 
remained unpaid. The amount of principal and interest that was paid reflects amount received 
from the proceeds from insurance. The service payment due in October 2018 of approximately 
$12.4 million was defaulted because the Authority did not receive the subsidy programs. Of 
the outstanding bond interest debt service due in January 2019 of approximately $98.0 million, 
approximately $83.5 million remained unpaid. The amount of interest that was paid reflects 
amount received from the proceeds from insurance. The service payment due in April 2019 of 
approximately $12.4 million was defaulted because the Authority did not receive the subsidy 
programs. 

On November 29, 2018, pursuant to Article 501 of Act No. 109-2017, as amended, the Puerto 
Rico Fiscal Agency Advisory Authority (AAFAF, Spanish acronym) confirmed the GDB post-
setoff loan balance of approximately $137.4 million. 
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REQUIRED SUPPLEMENTARY INFORMATION 
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PUBLIC BUILDINGS AUTHORITY
(A Component Unit of the Commonwealth of Puerto Rico)
SCHEDULE OF AUTHORITY’S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY 
AND AUTHORITY’S CONTRIBUTIONS 
FOR THE YEARS ENDED JUNE 30, 2017 

The following schedules are being presented to provide information on the Authority’s proportionate 
share of the Net Pension Liability and the Authority’s contributions related to the Employees’ Retirement 
System of the Commonwealth of Puerto Rico and its instrumentalities. 

Schedule  Public Buildings Authority's Proportionate Share of the Net Pension Liability

Fiscal Year 2017

Authority's proportion of the net pension liability 1.17915%

Authority's proportionate share of the net pension liability $ 444,525,548

Authority's covered-employee payroll $ 49,381,740

Authority's proportionate share of the net pension liability

as a percentage of its covered-employee payroll 900%

Plan's fiduciary net position as a percentage of the total pension

liability (3.47)%

Schedule of Authority's Contributions

Statutorily required employer contribution $ 9,890,191

Amount of contributions recognized by the pension plan in

relation to the statutorily required contributions $ 7,860,508

Contribution  excess (deficiency) $ 2,029,683

Authority's covered-employee payroll $ 49,381,740

Contributions recognized by the pension plan as a percentage

of covered-employee payroll 15.92%

Amounts presented above were based on measurement period ending June 30, 2016

The Schedule of Authority’s Contributions is intended to present information for 10 years. Additional years 

will be displayed as they become available.
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PUBLIC BUILDINGS AUTHORITY
(A Component Unit of the Commonwealth of Puerto Rico)
SCHEDULE OF FUNDING PROGRESS FOR POST-EMPLOYMENT HEALTHCARE BENEFITS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Valuation Date 

June 30.

Actuarial Value of 

Assets

Actuarial Accrued 

Liability

Unfunded 

Actuarial Liability

Funded 

Ratio

Annual Covered 

Payroll

Percentage 

of Covered 

Payroll

2012 -$                       26,162,334$        26,162,334$        -  % 52,933,339$        49.4%

2013 -$                       20,522,160$        20,522,160$        -  % 51,120,417$        40.2%

2014 -$                       22,260,737$        22,260,737$        -  % 58,039,372$        38.4%

2015 -$                       20,381,941$        20,381,941$        -  % 52,832,651$        38.6%

2016 -$                       20,307,833$        20,307,833$        -  % 49,973,803$        40.6%

2017 -$                       20,925,162$        20,925,162$        -  % 52,717,361$        39.7%
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PUBLIC BUILDINGS AUTHORITY
(A Component Unit of the Commonwealth of Puerto Rico)
SCHEDULE OF BONDS SINKING FUNDS ACCOUNTS 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Bond Service

Account

Governmental Facilities Bonds

Balance at July 1, 2016 $ 166,205,731

Receipts:

Debt service rental 47,544,108

Investment income 4,420

Deposits from other accounts 484

Disbursements:

Payment of bonds interest on bonds (146,230,079)

Payment of bonds principal on bonds (64,057,849)

Balance at June 30, 2017 3,466,815

Office Buildings Bonds

Balance at July 1, 2016 1,026,162

Receipts:

Transfers from other accounts 2,052,324

Disbursements:

Payment of bonds interest on bonds (2,052,324)

Balance at June 30, 2017 1,026,162

Total bond sinking funds $ 4,492,977
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PUBLIC BUILDINGS AUTHORITY
(A Component Unit of the Commonwealth of Puerto Rico)
SCHEDULE OF OPERATING RENTAL REVENUES 
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016 

Office Buildings

Debt Service Rental - bonds and notes $ 80,590,716

Operating and administrative 53,573,435

Equipment reserve rentals 4,702,303

Total office buildings 138,866,455

Public Education Buildings 

Debt service rental- bonds and notes 189,612,944

Operating and administrative 55,805,553

Equipment reserve rentals 17,499,822

Total public education buildings 262,918,319

Health Facilities

Debt service rental - bonds andnNotes 10,581,714

Operating and administrative 1,596,082

Equipment reserve rentals 812,423

Total health facilities 12,990,218

Total operating rental revenues 414,774,992

Uncollectible amounts 50,980,253

Total operating rental revenue, net $ 363,794,739
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RAMIREZ FLORES AND CO, PSC 
CERTIFIED PUBLIC ACCOUNTANTS 
Coliseum Tower, Suite 101, 576 Arterial B 
San Juan, PR 00918 
Member of Puerto Rico Society of Certified Public Accountants 

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors of the  
Public Buildings Authority 
(A Component Unit of the Commonwealth of Puerto Rico): 

We have audited, in accordance with the auditing standards generally accepted in the United States of 

the America and the standards applicable to financial audits contained in Government Auditing Standards 

issued by the Comptroller General of the United States, the financial statements of the Public Buildings 

Authority (“the Authority”), a component unit of the Commonwealth of Puerto Rico, as of and for the year 

ended June 30, 2017, and the related notes to the financial statements, which collectively comprise 

Authority’s basic financial statements, and have issued our report thereon dated March 18, 2020. The 

following emphasis of matter paragraphs were reported as follows:  

Emphasis of Matter  

Reissuance of June 30, 2017 financial statements 

As reflected in Note 24, the Authority reissued the financial statements issued on June 24, 2019, because 
the management subsequently discovered facts about the agreements with monoline insurers of the 
Authority’s bonds containing subrogation rights limited to the actual amount paid for each of the missed 
payments on the insured bonds and recognized such liability.   

Also reflected in Note 24, the Authority’s management subsequently discovered facts about the impact 
recorded as of June 30, 2017 of the agreement effected on November 29, 2018, between the Authority 
and the Government Development Bank (GDB) allowing for the offsetting of Authority’s cash balances 
deposited with GDB against the lines of credit due GDB.  After further consideration of the legal aspects 
of the agreement, management corrected the balances reflected in the Statement of Net Position 
(Deficit) as of June 30, 2017 and the Statement of Revenues Expenses and Changes in Deficit for the 
year then ended.

Since the cash deposited with GDB was deemed impaired as of June 30, 2016, management had 
presented the impact of the agreement in the financial statement issued June 24, 2019.  However, after 
further consideration of the legal aspects of the agreement, management decided to remove the impact 
as of June 30, 2017, and leave only the disclosure in Subsequent Events, in the notes. 

Our opinion was not modified with respect of the above matters. 
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RAMIREZ FLORES AND CO, PSC 
CERTIFIED PUBLIC ACCOUNTANTS 
Coliseum Tower, Suite 101, 576 Arterial B 
San Juan, PR 00918 
Member of Puerto Rico Society of Certified Public Accountants 

To the Board of Directors of the 
Public Buildings Authority 
(A Component Unit of the Commonwealth of Puerto Rico) 

Emphasis of Matter (continued) 

Uncertainty about Ability to Continue as a Going Concern-the Authority 

Financial Deterioration of the Commonwealth of Puerto Rico (Commonwealth) and of the Government 
Development Bank for Puerto Rico (GDB) 

The accompanying basic financial statements have been prepared assuming that the Authority will 
continue as a going concern. As discussed in Notes 3, 6, and 11 to the financial statements, the Authority 
is a component unit of the Commonwealth. As of June 30, 2017, the financial condition and liquidity of 
the Commonwealth has deteriorated. Considering that the Authority depends significantly on 
appropriations from the Commonwealth, the financial condition and liquidity of the Authority has been 
similarly affected. Further, on May 3, 2017, the Financial Oversight and Management Board (the 
Oversight Board) at the request of the Governor, filed a petition for relief under Title III of the U.S. 
Congress Puerto Rico Oversight, Management, and Economic Stability Act (PROMESA) in the United 
States District Court for the District of Puerto Rico. Management’s evaluation and plans regarding these 
matters are described in note 3 to the basic financial statements. The Authority has evaluated the 
possible effects of the budgetary constraints and liquidity risks being faced by the Commonwealth on 
its basic financial statements and operations, and has concluded that, as of June 30, 2017, the Authority 
will continue to operate as a going concern for a period not less than twelve months after such date. 
Our opinion is not modified with respect to this matter. 

Internal control over Financial Reporting  

In planning and performing our audit of the financial statements, we considered Authority’s internal 

control over financial reporting (internal control) to determine the audit procedures that are appropriate 

in the circumstances for the purpose of expressing our opinions on the financial statements, but not for 

the purpose of expressing an opinion on the effectiveness of Authority’s internal control. Accordingly, we 

do not express an opinion on the effectiveness of Authority’s internal control. 

Our consideration of internal control was for the limited purpose described in the preceding paragraph 

and was not designed to identify all deficiencies in internal control that might be material weaknesses or 

significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were 

not identified. However, we identified certain deficiencies in internal control that we consider to be 

material weaknesses and significant deficiencies.  
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RAMIREZ FLORES AND CO, PSC 
CERTIFIED PUBLIC ACCOUNTANTS 
Coliseum Tower, Suite 101, 576 Arterial B 
San Juan, PR 00918 
Member of Puerto Rico Society of Certified Public Accountants 

To the Board of Directors of the 
Public Buildings Authority 
(A Component Unit of the Commonwealth of Puerto Rico) 

Internal control over Financial Reporting (continued) 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, or 

detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 

of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement 

of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis.  
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RAMIREZ FLORES AND CO, PSC 
CERTIFIED PUBLIC ACCOUNTANTS 
Coliseum Tower, Suite 101, 576 Arterial B 
San Juan, PR 00918 
Member of Puerto Rico Society of Certified Public Accountants 

To the Board of Directors of the  

Public Buildings Authority 

(A Component Unit of the Commonwealth of Puerto Rico): 

We consider the following deficiencies in internal controls to be material weaknesses:  

1. Develop a year-end closing schedule 

This year's closing process was delayed because some important procedures were not performed on 
time. The results were delays in producing closing entries, accurate trial balances, schedules, 
reconciliations, account analyzes, required disclosures and other financial reports needed by 
management and the auditors. We believe that the year-end closing could proceed more quickly by 
developing a closing schedule that indicates who will perform each procedure and when completion 
of each procedure is due and accomplished. The timing of specific procedures could be coordinated 
with the timing of management's or the auditor's need for the information. The due dates could be 
monitored to determine that they are being met. 

During the audit, we recommended eight adjusting journal entries. The effect of such entries was to 
increase net income and decrease in net position by $61,161,900 and $7,517,756, respectively. 
Substantially all of the entries were to make accruals and other adjustments, including the 
implementation of GASB No. 68 - Accounting and Financial Reporting for Pensions-an amendment of 
GASB Statement No. 27, and the settlement  with GDB that should have been made by the accounting 
department. We believe that a review and evaluation of transactions and proper monthly closing 
procedures would expedite the year-end closing and reduce audit time and professional fees. 

Management’s response: 

Monthly closing schedule is prepared at the beginning of fiscal year. Financial accounting software 
modules are worked out by accounting employees who generate financial accounting reports to 
reconcile general ledger accounts. The closing process is supervised by accounting managers who 
report completion to the executive level of the Authority. The accounting department continues to 
be understaffed and is unable to timely address the required duties. 
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RAMIREZ FLORES AND CO, PSC 
CERTIFIED PUBLIC ACCOUNTANTS 
Coliseum Tower, Suite 101, 576 Arterial B 
San Juan, PR 00918 
Member of Puerto Rico Society of Certified Public Accountants 

To the Board of Directors of the  

Public Buildings Authority 

(A Component Unit of the Commonwealth of Puerto Rico): 

2. Bank reconciliations 

We noted that bank balances were not reconciled on time. A cash reconciliation that reconciles from 
the bank balance to the general ledger balance should be prepared in a monthly basis to determine 
that all cash transactions have been recorded properly and to discover bank errors. 

Management’s response: 

Management already sent to employees a communication with the closing dates. As a result of lack 
of employees, the Authority failed to execute properly. 

We consider the following deficiencies in internal controls to be significant deficiencies: 

3. Capital Assets 

During our audit, we noted that capital assets balances were not properly roll forwarded and 
reconciled from the year ended June 30, 2016 to June 30, 2017. We recommend that the Corporation 
reconcile the rollforward record on a monthly basis. This will result in a more efficient treatment for 
property and equipment and also eliminate unnecessary work by the accounting personnel during 
and reduce audit time and professional fees. 

Management’s response: 

Accounting management is monitoring the accounting system and communicating with accounting 
staff with the objective to obtain an accurate monthly closing and reporting to upper management. 
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RAMIREZ FLORES AND CO, PSC 
CERTIFIED PUBLIC ACCOUNTANTS 
Coliseum Tower, Suite 101, 576 Arterial B 
San Juan, PR 00918 
Member of Puerto Rico Society of Certified Public Accountants 

To the Board of Directors of the  

Public Buildings Authority 

(A Component Unit of the Commonwealth of Puerto Rico): 

Compliance and Other Matters 

As a part of obtaining reasonable assurance about whether Authority’s financial statements are free from 
material misstatement, we perform tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on 
the determination of financial statement amounts. However, providing an opinion on compliance with 
those provisions was not an objective of our audits, and accordingly, we do not express such an opinion. 
This result of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 

Purpose of this Report    

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the Authority’s 
internal control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose.  

San Juan, Puerto Rico 
March 18, 2020 

Certified Public Accountants 
License No. 231 expires December 1, 2021 
Stamp No. 381407 of the P.R. Society of 
Certified Public Accountants has been 
Affixed to the file copy of this report
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ACTIONS TO BE TRANSFERRED TO THE AVOIDANCE ACTIONS TRUST 
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Actions to be Transferred to the Avoidance Actions Trust1 

Vendor Name Adversary Proceeding No. 

ALEJANDRO ESTRADA MAISONET 19-00059 

AMBASSADOR VETERANS SERVICES OF PR LLC 19-00048 

APEX GENERAL CONTRACTORS 19-00062 

BARCLAYS CAPITAL ET AL. 19-00280 

BRISTOL /MYERS SQUIBB P R INC 19-00042 

CARIBBEAN EDUCATIONAL SERVICES INC 19-00098 

CARIBE GROLIER INC 19-00051 

CCHPR HOSPITALITY, INC 19-00116 

CENTRO DE DESARROLLO ACADEMICO INC. 19-00053 

CITIBANK N A 19-00265 

CLINICA DE TERAPIAS PEDIATRICA 19-00054 

COMMUNITY CORNESTONE OF P R 19-00043 

COMPUTER LEARNING CENTERS, INC. 19-00055 

COMPUTER NETWORK SYSTEMS CORP 19-00150 

CORE LABORATORIES N.V. D/B/A SAYBOLT 19-00381 

CREATIVE EDUCATIONAL & PSYCHOLOGICAL 
SER 

19-00152 

DIDACTICOS, INC. 19-00161 

EDWIN CARDONA & ASOC 19-00056 

ENTERPRISE SERVICES CARIBE LLC 19-00060 

EVERTEC INC 19-00044 

                                              
1 The actions to be transferred to the Avoidance Actions Trust include, but are not limited to, the actions listed on 
this Exhibit.  
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Vendor Name Adversary Proceeding No. 

EXPLORA CENTRO ACADEMICO Y TERAPEUTICO 19-00143 

FACSIMILE PAPER  CONNECTION CORP 19-00092 

FAST ENTERPRISES LLC 19-00266 

FIRST HOSPITAL PANAMERICANO 19-00093 

FP+1,LLC 19-00148 

GF SOLUTIONS, INC. 19-00063 

GILA LLC 19-00354 

GIRARD MANUFACTURING INC DBA/BANCO DE 19-00103 

GM SECURITY TECHNOLOGIES 19-00273 

GREAT EDUCATIONAL SERVICE, CORP. 19-00277 

GUIMERFE INC 19-00182 

HEWLETT PACKARD PR BV 19-00183 

HOSPIRA 19-00186 

I.D.E.A. INC. 19-00268 

INTERNATIONAL SURVEILLANCE SERV CORP 19-00202 

INTERVOICE COMMUNICATIONS OF PR INC 19-00068 

JOSE SANTIAGO INC 19-00075 

JUNIOR BUS LINE, INC. 19-00229 

L.L.A.C., INC. 19-00122 

LAW OFFICES WOLF POPPER, INC 19-00236 

MACAM S.E. 19-00255 

MANAGEMENT, CONSULTANT & COMPUTER 
SERV 

19-00081 

MANPOWER 19-00088 
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Vendor Name Adversary Proceeding No. 

MERCK SHARP & DOHME 19-00276 

MICROSOFT CORPORATION 19-00290 

N. HARRIS COMPUTER CORPORATION 19-00102 

NATIONAL COPIER 19-00251 

NETWAVE EQUIPMENT CORP 19-00253 

NEXT LEVEL LEARNING, INC 19-00129 

ORACLE CARIBBEAN INC 19-00112 

PCPS - PROFESSIONAL CONSULTING 
PSYCHOEDUCATIONAL SERVICES, LLC 

19-00188 

PERFECT CLEANING SERVICES INC 19-00249 

POSTAGE BY PHONE RESERVE ACCOUNT 19-00181 

PROSPERO TIRE EXPORT INC 19-00196 

PUERTO NUEVO SECURITY GUARD 19-00384 

PUERTO RICO SUPPLIES GROUP INC 19-00199 

PUERTO RICO TELEPHONE COMPANY 19-00127 

QUEST DIAGNOSTICS 19‐00440 

READY & RESPONSIBLE SECURITY, INC 19-00387 

REYES CONTRACTOR GROUP 19-00220 

RICARDO ESTRADA MAISONET 19-00227 

ROCKET LEARNING INC 19-00232 

ROCKET TEACHER TRAINING 19-00235 

RODRIGUEZ PARISSI VAZQUEZ & CO PCS 19-00155 

ROSSO GROUP INC 19-00239 

S H V P MOTOR CORP 19-00134 

Case:17-03283-LTS   Doc#:17308-14   Filed:07/12/21   Entered:07/12/21 20:49:04    Desc:
Exhibit N   Page 4 of 5



4 

Vendor Name Adversary Proceeding No. 

SEGUROS COLON INC 19-00130 

SESCO TECHNOLOGY SOLUTIONS LLC 19-00162 

ST. JAMES SECURITY SERVICES, INC. 19-00145 

TACTICAL EQUIPMENT CONSULTNTS INC 19-00222 

TALLER DESARROLLO INFANTIL 
CHIQUIRIMUNDI 

19-00049 

TOTAL PETROLEUM PUERTO RICO CORP. 19-00114 

TRINITY METAL ROOF AND STEEL STRUC CO 19-00187 

TRUENORTH CORP 19-00160 

VIIV HEALTHCARE PR Y/O GLAXO SMITHKLINE 19-00164 

WF COMPUTER SERVICES 19-00200 

XEROX CORPORATION 19-00218 
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