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5 de febrero de 2024 fr'zozv-vrvo

Hon. Jos6 L. Dalmau Santiago
Presidente
Senado de Puerto Rico
El Capitolio
San Juan. Puerto Rico

Honorable Presidente

En armonia con el Articulo 2.040(2) del C6digo de Seguros de Puerto fuco segtn enmendado, le
incluimos copia del informe de los auditores extemos sobre los fondos de la Oficina del
Comisionado de Seguros, correspondiente al aflo fiscal que finaliz6 el 30 dejunio de 2023.

Nos reiteramos a sus 6rdenes para contestar cualquier pregunta que al respecto usted pueda tener.

Cordialmente.
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Commissioner oflnsurancc of pueto Rico
Commonwealth of Puerto Rico
San Juan, Puerto Rica

Opinion

We have augted the accompanying statcment of cash rcceipts and cash disbursemens _
Governmental Fund of thc officc of the commissioner of Insurance (the officc), an executive
office of the commonwealth of puerto Rico for thc year ended h*.e 30,2023, and the related
notes to the finatrcial statemcnts which collcctively comprise the office's financ'ial ,t",".*r, ,"
listed in the table ofcontents.

In our opinion, the cash basis financiar statement referred to abovc pros€nts fairry, in aI matcriar
respects, thc respectivc cash rcc€ipts and cash disbursements - Govemmental Fund of the office
for the ycar cnded June 30, 2023, in conformity with the basis of accormting described in Note 2.

Roris for Opinion

we conducted our audit in accordancc with auditing standards genera y accepted in $e united
srates of -A.mcrica. our rcsponsibilities under thosc standard-s are further' described in the
Auditor's Responsibilities for the Audit ofthc Financial statcmcnts section of our repo.t. w. 

"r"rcqui1d to bc indepe,odeDt of tle offEce, and to meet our othcr cthical rcsponsibititics, in
accordance with thc rclevant ethical requiremcnts rclating to our audit we believc that the a;dit
evidcnce wc havc obtaincd is sufiicicnt and appropriatc to-providc a basis for our.rait opirioi.--

Rcsponsibilities ofMrnegernent for tbc Firancirl St temerts

Managcment is responsible for the preparation and fair presentation of thesc financial statements
in accordancc with the cash basis accounting described in Note 2; this includes aa.""irirJrr,"t
the cash.basis of accounting is an acceptablabasis for the preparaiion for rhe financial ,t"td"nt"
in thc circumsanccs, and for thc design, implernentatiorl and maintenance of intemal control
relevant to the prcparation and fair prcsentation of financial statemenE that are fiee from matcrial
misstatemcng whetlEr due to fraud or error.

Auditor's Rcsponribilities for the Audit of the Finrnciel Strtements

our objccrivcs a* to obtain reasonabrs assurance about whaher the financial statcmcn* as awholc arc frec from matcrisl misstatsrrcnq whether duc to fraud or error, and to issue an auditor,s
TpoI tt,,t includes our opinion. Reasonable assurance is a high rever of assurance but is not
absolute assurance and thereforc is not a guarantee thet an audit conducted in accordence witr
gencrally acccpted auditing standards will always dctcct a material misstatcment whcn it exists.

Anember of ole
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Commissioner of Insurance of puefto Rico
Commonwealth of Puerto Rico
Prge 2

Auditor's Responsib iti* for rhe Audit of the f i*Dcirl ststement. - cortinued

The.risk of not det cting a material misstatemenr rcsuhing from Faud is higher than for onercsulting from error, as fu:9 t"y involvc collusioi, forgery, intenlonal omissions,
misrcprcscntations, or the ovcrridc of internal control. Misstaternents ar€ considered material if
therc is a substsntial likelihood tha{ individually or in the aggregate, they would influence thejudgnent made by a rcasonable user based on the financial su ments-

ln pcrlbrming an audit in accordance with generally accepcd auditing standards, we:

o Excrcisc profcssionar judpent and maintain professionar skepicism throughout the
audit.

o Identi& and asscss dre risks ofmaterial missatement ofthe financial statenents, whether
due to fraud or error, and design and pcrform audit procedures rcsponsre to ttrosc ists
Such proccd,rcs include examining, on a tcst basis, evidence regarding the amounts and
disclosurcs in thc financial statcnents.

o obtain an undcrsranding of intcmal control rclevant to the audit in order to design audit
proccdurcs that are appryprialg in the circumsances, but not for the puriose of
cxprcssing an opinion on the efrcctiveness of the office's intcmar contror. e'""oraingrv,
no such opinion is cxprcsscd.

' Evaluatc thc appropriataness of accounting poricies used and the reasonableness of
significa accouating cstimatcs made by managcrnent, as we[ as evaruatc the ovcra
prcsentation of the financial statcmcnts.

o conclude whcthcr, in our judgmeng thsre are conditions or evefits, considered in the
aggr€gatc' rhrt raisc substantial doubt about the office's ability to continue as a going
conccm for a rcasonable period of tinc.

Wc arc rcquired to communicate 
Jvith lhose chargcd with govcmancc rcgarding, among othcr

mattcrs, th. plpnrcd scopc and timing of the audir, significani audit finaingi, anaiertain iarnar
control-related matters that we ideDtified during the audit.

Emphsir of Metter

Financial Deterioration of the Commonwealth of puerto Nco (the Commomteatth)

As discusscd in Notc 3 to thc financiar statemcnt, the officc is parr of thc commonwearth. As oflwe 30, 2023, thc financial condition and liquidity of the bommonwealth has dcterioratcd.
Considering !r., 9: O{* dcpcnds on disburscmcnts from the Commonweal0r, the financial
condition and liquidity ofdre Officc could bc sirnitarly affected.

Basis of Accounting

wc draw attcntion to Note 2 ofthe financiar statemcnt thd describes the basis ofaccounting. Thc
financial satcmcnt_ is prepared on the basis of cash receipts -d di.burr*r"nt , wtrici is a
comprehcnsivc basis of accounting other than accounting jrinciples gcneraly 

""""pt"a 
i" trr"

Unitcd Sr,tes of America. Our opinion is not modified with"rlpeclto ttrat maner.



Management is responsible for the other information included in the financial statemeds. The
other information comprises the budgaary comparison infonnation but does not inctude the
financial statcmerts and our audito/s rcport thereon. our opinion on the financial statemeots do
not cover tlre othcr inforrnation, and we do not express an opinion or any form or r"ruon""
thercon.

In conncction with our audit of the linancial statements, our responsibirity is to read the other
information and consider whether a material inconsistcncy exists'between thc other information
and the financial statcments, or the other information otherwise appears to be materially
misstated. It bas€d on thc work pcrformcd, we conclude that an uncorrected marcrial
miss&tcment ofthe other information exists, we are required to describe it in our report. 

-'-------

This report is intended for the information and use of thc commonwealth of puerto Rico office
of the Cornmissioner of lnsurance, and is not intendcd to be and should 

""t 
b" *J;t;r;;;

:9*_ th3n thcse spccified parties. However, this report is matter of public ."ord -l its
distribution is not limited.

6;l- y'"('t;; *6n^r, /N-

Commissioner of Insurance of Puerto Rico
Commonwcalth of Puerto Rico
Page 3

Other Matters

San Juan, Puerto Rico
November 30, 2023

Stamp number
affixed to original.



OFFICE OF THE COiIMISSIONER OF INSURANCE
(Commonwealth of puerto Rico)

STATETEI{T OF CASH RECEIPTS AND CASH DTSBURSETEITS . GOVERTEMTAL FUND

JU!{E fl),2023

CASH RECEIPTS

Licenses
Fines
Testing fees
Sales of publications
Other

Total cash receipts

CASH DISBURSEMENTS

Payroll and related items
Facilities and payments for public services
Purchased services
Donations, subsidies and distributions
Transportation and subsistence expenses
Professional services and consultar s
Material and supplies
Equipment purchases
Ads and media guidelines
other expenses

Total cash disbursements

EXCESS OF CASH RECEIPTS OVER CASH
DISBURSEHENTS, NET

$12,400,321
483,192
702,U0

30,885
.745

13,669,783

4,062,212
21 ,653

941,086

7 ,924
548,539

25,861
255,435

1 1 ,486
169.698

6.043.894

$J*A25-8E9

See notes to the statement of cash receipts and cash disbursements.



OFFICE OF THE COMMISSIONER OF INSURANCE
(Commonwealth of puerto Rico)

NOTES TO THE STATEMENT OF CASH RECEIPTS AND CASH DISBURSEiIETS

JUNE 30, 2023

NOTE 1 - ORGANIZATION

The Office of the Commissioner of lnsurance (the Office) is an exectrtive office of the Commonwealth
9l Pugno Rico (the commonweanh) created by Law No. 77, dated June 1gth of 1957, 

"i "."nJ"0.The office_has the authority to regulate, supervise, and oversee the insurance inoustry in euerto nlco.rn addton, it examines and ricenses insurance personner and companies, cofl&ts taxei overinsurance premiums, advises the. pubric.and othei govemment agencies abour insurance issues,
investigates, and resolves complaints and regulates tie commerciai practi"e" 

"no 
ior"rti.ing ;fih"insurance industry in puerto Rico to avoid uniair and deceiving practices.

NOTE 2 - SUTiTARY OF SIGNIFICANT ACCOUNTING POLICIES

Basls of Accoundng - The accompanying staternent of cash Receipts and cash Disbursements -Governmental Fund has been prepared- on the cash basis methbd of accountingq ;ilh- i; 
"comprehensive basis of accounting other than generally accepted accounting princip-tes. flon-casn

transaclions are not recognized in the statement.

Easis of Preserrtafon -The office's fund is, as required by law, underthe custody and controlofthe
-secretary 

of the Department of rreasury of the commonw;ath of puerto Rico ano is atso aoornieo
for in the Central Govemrnent Accounting System. Special revenue fund is used to account for and
report the proceeds of specilic revenue sources that are reslricted or committed to expenJnuie for

"poi!"d 
purposes. The term 'proceeds of specific revenue sources" establishes that one or more

specific restricted or committed revenue source is the foundaion for a special ,"r"nr" t no.
Revenues for this fund comes from sources (such as taxes, fees, and contributions t o,n !rir"t"insurance entities). The expenditures from these funds are normally restricted uy statute, itr-rterprovisions and local ordinance. The ffice prepares its Statemeni of cash Receipts 

"nJ 
C"sn

Disbursements - Govemmental Fund on the cash'basis method of accounting.

fg"!!!y lfry.?cctglnting sbndards but not yet erfBcnye - GASB Starement No. 87, Leases.
I ne oqeclve of lhis statement is to better meet the information needs of fmancial statement use6 byimproving accounting and financiar reporting by govemments. This statemer increases the
usefulness of govemrnents' financial statements of requiring recognition of certain lease assets and
liabilities for leases that-previously were classffied as ope"aiing leises and recognized as inflows ofresources or outflolvs of resources based on the paym6nt proiisions ofthe contEa. n estauiiines asingle model for rease accounting pq:€q ol_the ioJnc,atioiar principre tha eases are nnaniingior
the rEht to use an underlying asset. under this statement, a lissee'is required to recognize ; rAse
liability €nd an intangible riglt to use rease assets, and a ressor is requireo to ,""ogiiir; 

" 
i;"e

receivable and a defened inflo' of resources, thleby enhancing the reievance ana iniistincv orinbrmation about govemrnents' leasing aclivities. The'requiremenits of this statement are effectivJ brreporting periods beginning affer December 15,2OZj .

The office have nol impremented such accounting standard since they only recognized on bookscash receipts and disbursements and do not maintiin a statement of net assets.



NOTE 3 - GOING CONCERN, UNCERTAINIIES AND LIQUTDITY RISK

For many years the commonwealth was facing a fiscal, economic and liquidity crisis, which resultedin significant govemmenrar deficits, an econoiric recession firat nas persisteo 
"i"* iobo, qiio,tv

challenges, e high unemployment .rate, poputation dectine, 
"no 

t,igh levets oi Olii"^i' p,".^",
obligations thal adversev affecled its credit'ratings ano its ioitity to-obtain financing at re"lon"uteinlerest rates.

Pursuant to PRoMESA and the _establishment of the oversighl Board, lhe united States Conoressprovided a mechanism to aflow for the fiscar and economic Jisciprine itrat uttimatt;;#;;;"
orderly restruciurir€ of the Commonweatth obligations. After years of extensivL ritig"tion *ith
gqeditors, on ociober 26, 2021, the commonwealth-enacted the Ljw to End the aanmpi!?Fuerto
Rico (Law 53) lor .alnong other things, approve the issuance of the New cenerar outqaiion eonosand contingent value lnstruments (cvls) necessary to imprement the restruauring-G;;r"ti;n"
contemplated in the Seventh Amended Plan of Adjustment. The Tifle llt Court confirmjo tn"ir"ol"
of the plan on January 18, 2022, and it became efieclive on March 1s, zozz. o" tt"i ali",ln"commonwealth emerged from Tifle lr of pRoMEsA afler consummating its Eighth Amendeo iiin orAdjustrnent.

Notwithstanding the circumstances existing, based on subsequent events that remediated theCommonwealth's financial condition and addiessed its liabilities,management does not believe thereis substantial doubt about the commonwealth's ability to continue as Jgoing mncem as of G iae
of these financial statements.

NOTE 4 - THE PUERTO RICO OVERSIGHT, IIIANAGEi'ENT, AND ECONOMTC STABILITY ACT(PRoUESA)

The Puerlo Rico oversight, Management,-and Economic stability Act, pub. Law 1 14187 (pRoMESA),
\ras enacled into federal law on June 30,2016. PRoMESA includes a variety of provisioirs appticaote
to- !!el_t9l!co, its component units and their riabirities and operations. rn. totio*int i" i6;;;,yof PROMESA, which is intended as a broad overview of primlry provisions:

PROTESA

ln general terms, PROMESA seeks to provide the Commonwealth with ,lscal and economic disciolinerhrough,.among other things: (i) the esrabtishmenr of the or"*iJr,i a;id, ;;;;;.p."JiiiL"
include the certification of fiscal plans and budgets for the Commonweatth and its related entifiG;(ii) a temporary stay of a[ creditor rawsuits un-rter Ti e tv oi pRouesR; ,"d (iii) tn,o. "n;;;ir"lEt]tgds to adjust unsustainable debt: (a) a voluntary debt modification pro.".i ,ino"i iitr" vi LrPRoMESA, which estabrishas a rargety out-of-court oeot restructuring process thiough-whictrmodifications to financiar deot can.bd. airepted by a 

"rpu-iioritv 
or ireritors: inJ iuiJ iiiJiibankruptry.proceeding under Title lll of PRo'rirES{ wnicn estioirstr6s an in-court debt rlit r"i;rirgprocess substantially based upon incorporated provisions of ri0e il of the united states Coae(u.s Bankruptcy code). Each of these elements are dMided among pRoMESR's seven iittes, asbriefl y discussed below.

OFFICE OF THE COMTISSIONER OF INSURANCE
(Commonwealth of puerto Rico)

NOTES TO THE STATETENT OF CASH RECEIPTS AND CASH DISBURSEMETS
(coNnNUED)

JUNE 30, 2023



OFFICE OF THE COTUISSTONER OF INSURANCE
(CommonwBalth of puerto Rico)

NOTES TO THE STATEMENT OF CASH RECEIPTS AND CASH DTSBURSEMETS
(coNnNUED)

JUNE 30, 2023

(a) Title I - Establishme of Oversight Board and Actninistntive Mafters

!!o]1 IE9MESA'' enactment, the oversight Board was established for puerto Rico. As stated inPROMESA, 'the purpose of the oversighiBoard is to p.riJ" 
" 

method for a covered tenitorv toachieve. fiscar responsibirity and.access to the capit€r mai*ets." on aulr.isi, zoi6, ih"ii".ii""ri, 
",the united states announced the appointmenr of the over;ight Board members. Each oversightBoard member is required ro have ;knowredge and expertiie"il fi"*"", ;ffii;;;;;;lik,

mana-gement, law, or the organization or operation of business or govemment.' The oversightEoarawas "created as an entity within the tenitorial govemment for 
-whictr 

it was establish-Jl 
-a-tr-J 

isexpressly not an entity of the federal govemmeni, but it was also established to aa inoepenaentty

[?i9-"^,9^"ryy:$-sovernment, such rhai neither the Gove.o, ,.it. i"si;i,itrire-;y
( l )-exerclse any control, supervision, oversight, or review over the Oversight Board oi its activities;or (2) enacl, implemenl or enforce any statuie, resolution, policry, or rule thlt wouta impair oi Jeieatthe purposes of PROMESA, as detemitned by the Oversigni Bojrd."

(b) Title ll - Fiscal Plan and Budget Ceftification pro(rJss and Compliance

Title ll sets {9.rth the requkements.for proposing and certirying fiscar prans and budgers for thecommonwealth and its instrurnentalities. "Each fiscal plan 
".r"" "" the comerstone for structuralreforms the oversight Board deems necessary to ensuie the tenitory, or instrumentarity, wifl ue on apalh torivards fiscal responsibility and access tb capital markets."

only after the oversight Board has certrfied a fiscal plan may the Govemor submit a fiscal year
commonwealth budget and fiscar year budgets for cerrain tommonwealth instrumentarities' [asapproved by the Oversight Board) to the Legislature.

ln furtherance ofthe foregoing duties, PR-oMESA contains a provision that grants the oversight Boardpowers to monitor compliance with_ certified fiscal plans and budgets and undertake certain actions,including spending reductions and the submission ot recommeiroed actions to the Govemor thatprornote budgetary compriance. prea:se refer to the ranguage of pRoMese io, 
" 

iomprete;;;pii;"of the. o-versight Board's porrers rerated to_fiscar pta-n aio uuogetary compriance. ln addition, theunited states court of Appears for the First ckcuit has i"ir"o -".rt"ii rutings regaiJin!' ineinterpretation of the oversight Board's powers unoer pnott,tesn sec{ions 204(ai anJ-rtat"j tiiaapply administrative lau, principres to statutes passed by the commonweatth and certified as notsignificantly inconsistent with a Board-certified fiscal plan.

NOTE 4 - THE PUERTO RICO OVERSTGHT, MANAGEI'ENT, AND ECONOMIC STABILIW ACT(PROMESA) (CONT|NUEOI



OFFICE OFTHE COMiIISSIONER OF INSURANCE
(CommonwEalth of puerto Rico)

NOTES TO THE STATETET{T OF CASH RECEIPTS AND CASH DISBURSEMETS
(coNTtNUED)

JUNE 30, 2023

NOTE 4 - THE PUERTO RICO OVERSIGHT, MANAGEilIENT, AND ECONOHIC STABILITY ACT(PROMESA) (CONTINUED)

(c) Title lll - ln-Couft Restructuing process

Title lll of PROMESA establishes an in-court process for restructuring the debts of puerto Rico andother united states tenitories that is mode ed aner ine 
-process 

under chapter 9 of theU.S. Bankruptcy Code.

The-Oversight Board has sole authority to file a voluntary petition seeking protecfion under Ti e lll ofPROMESA, subject io the prerequisite! therein.

In a Title lll case, the Oversight Board acts as the debto/s representative and is authorized to takeany.actions recessery to prosecute the Title lll case. tmmediatety upon filing ttri iitrell p.tiiLr,
Bankruptcy..code section 362 (which is incorporated into Tifle It casej under FRonesel ajptiei toautomaticalty 

_stay substantially- all litigation against the debtor (the Ti e t Stavl- eliie iii' caseculminales in the confirmation ofa plan of adjustment ofthe debts ofthe deutor. rtre oversilni aoarthas the exclusive authority to file and modiva plan of adjustmenl prior to confirmation. Tifle lll olansor aojustme have been confirmed and are cunen y effective for the commonwearth, gns,'iaa,
and COFINA.

(d) Yl: lY - Temporary stay of Litigation, Govemment Repofting, and other Miscefianeoust foYtslons

Title lV of PRoMESA contains severar miscellaneous provisions, incruding a remporary stay oflitigation related to.'uability claims,' retief from certain wage and hour laws,ihe 
".t"oti.t 

r"ni'ot 
"uongress.nar r ask Force on Economic GroMh in puerto Rico (the Task Force), the requirement thatthe comptrotter Generar of the united states su-bmit-two repois to congresJ'regarding li," pirlii.

debt levels of the U.s. tenitories, and expansion of the feoeratiovemment's small business HUBzoneprogram in Pue(o Rim.

Pursuant to PRoMESA sectbn 405, the enactment of PRoMESA immediatery and automaticaflyimposed a temporary stay (he Tifle. lv stay)-from June 30, zots lttre oate ot pnoiaesa,s enaamentlthrough February 15,2017, of aI "Liabirity craim" ritigarion commenced against the comrnonwearthand its instrumentiarities after oecember ta, zots. a "iiaunity ciaim" is oenn"eJ 
"" 

i.v ,.igr,ti. pjvr".t
or eguitable remedy fior breach of performance rehted ro "a 6ond, roan, retter of credii, oih", o6nt"ingtitle,. obligation of insurance, or other financiar inoeuteanesi r&'uonowea ,"""v, 'i"Jroii,-sl ii't t",entitlements, or obl(Jations whether such rignts entiil-mentsl or obligations arise from contract,statute, or any other source of raw rerated lthereto]" for whbh-the c-ommonweanh o,, on" oii.instrumentalities was the issuer, obligor, or guarario. 

"nJ "r"r., 
rauitities were incr"i pri", i"

iy1" 19:10.19 
The.Ti,e tV Stay was l.uOiea tJ a one-time i+aay exension by the Oversishl B;araor a onetime 6Hay enension by the united states District court. on .,ranuary ze, Iiriz-,-ti"oversight Board extended the Trtb rv stay by 7s orFi" rrr"il,'2017, at which tinre irG iitr" v'si-yexpired.



OFFICE OF THE COi'MISSIONER OF INSURANCE
(Commonurealth of puerto Rico)

NOTES TO THE STATEiIENT OF CASH RECEIPTS ANO CASH DISBURSEMETS
(coNTtNUED)

JUNE 30,2023

NOTE 4 - THE PUERTO RICO OVERSIGIIT, iIANAGEMENT, AND ECONOIIIC STABILITY ACT(PROi' ESA) (CONTTNUED)

(d) Tltle .lY - Temporary stay of Ljtigation, Govemment Repofting, and other Misce aneousProvisions - continued

Title lvof PRoMESA also required severalfederal govemment reports. Firsr, pRoMESA establishedthe Task Force within the regisrative hanch of the U3. r"a"r"l gor"rr"nr. The Task Force submittedits reporl to Congress on Decembe r 20 , 2016 .

second, PRoMESA required the U.S. comptroler Generar, through the Govemment Accountabirityotrice.(GAo), ro submft a reporr to rhe House and senate by Gimber 30, zori, regaiJinl,'(iiir,econditions that red to puerto Rico's c_unent rever of debt; (iii how govemment actions improved orimpaired its financial condition; and (iii) recomrnendations on new Iscat aaions oi poricte!'inafue
Commonwealth could adopt. The cAO published this report on May 9, 2018.

Third' PRoMESA required the u s cgmplro 1 Generar, rhrough the GAo, to submit to congress byJune 30, 2017' € report on Public debt oi the u.s. tenitories. ii aooifon to its initiar riport, i"he Ceomy:! 
:ubJnrt to congress updated reports on the pubric debt at reast once every two-yelrs.'rne caopubrished its initbl report on october 2, 2017. on June 30, 2021 , the GAo pudlisr,"o it" r"t""tbiannual report on the public debt of the U.S. tenitories.

(e) Title V - lnfrastructure Revitatzation

Title V of PROMESA estrablishes the position of Revitalization coordinator underthe oversight Boardand provides a frameurork for infrastructu.re_revitalization through an expedited permitting prtd"iio,
"critical projects' as identified I the Revitalization Coordinatoi

(f) Title Vl - Consensual, Outof-Court Debt Mdification pr@ess

Title vl of PRoMESA establishes an otrt-of-court process for modifoing puerto Rico,s debts. underPRoMESA s€ction 601(d), the oversight Boaro is lutrorizeo to'""tioriirr "poos'ot uonas riueo uyeach Puerto Rico govemment-related issuer based upon reiative prioritiis. an", .ii"uri"ninlit 
"pools, the govemrnent issuer or arry bondholder or bondhorder group may propose a modification to

3i:_"jt ::o.f ,-Ts of th-e-govemmer issue/s bonds. tf a votunt-ary agre6meni exists, the OversightEoaro musr rssue a certmcation and execute number of additional processes in order to qr"tity i.,"modification .

The United states oistrict court for the oistrict of puerto Rico must enter an order approving the
grfl,yrn Modification and vesting in the issuer a prop"rtY t r. 

"^O "tear 
of claims in ,*:p"a 

"i ""V
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ln addition, the Commonwealth plan of Adjustment and Confirmation Order include provisions
requiring the Commonwealth to adhere to the Debt Responsibility Act and a Debt Management Poliry
IECF No.20353, Ex. Jl that provides further guardrails for ongoing fiscal responsibility, includingmaximum limits on the Commonwealth's annual amount of debt service payments. For furtherinformation, refer to the Commonwealth plan of Adjustment, Confirmation Order, and DebtManagement Policy, which are available at S ln

NOTE 4 - THE PUERTO RICO OVERSIGHT, iIANAGEIIENT, AND ECONOi|IC STABILITY ACT(PROMESA) (CONTTNUED)

(0 Title Vl - Consensuat, Out-of-Couft Debt Modification process _ continued

The Title Vl process was successfully implemented to ,estructure certain debts of the GDB. The GDBTitle vl process is discussed berow under Discretery eresentio 
-compon"niunit" 

--ooe, o;iii"gModification and Tifle Vl Approval process.

l!-1ldlign'the Tite vr process was recenfly utirized to restructure certain debts of pRrFA andPRccDA' as discussed berow under Discretity pr.sentea-component units - pRrFA or"riyi"gModitication for lum Bonds, and oiscretery piesented comfonent units - pRccDA o;;iifi.gModifrcation for PRCCDA Bonds.

(g) TiUe Vll - Sense of Congress

Title Vll of PRoMESA sets forth the sense of Congress that 'any durable solution for puerto Rico,sfiscal and economic c sb shourd incrude p"rm"ne-nt, p*ga;fi f""at reforms rhat feature, amongother elements, a free flo$/ of capital between tenitories oft[e United States anO tne rest ofthe UniieOStates."

PUERTO RICO LEGTSLATION

Act No. 101-2020: th9 Deqt Responsibirity Act was enacted to ensure that the commonweanh doesnot repeat past mistakes that led to its financiat crisis and tiquiOity shortage by,;;;;;il;;ffi;:,
establishing a comprehensive cap on a[ net tax-supported 'debt 

and a Juuriiriit on sEcrreo ano7o.securitized debt incuned to pay debt service on the new COFINA bonds.

Act No. 5&2021, the Law to Endrhe Bankruptcy of puerto Rico, was enacted on oclober 26, 2021,
l"j^1T:lg:9ir lhings, approve the iqsuance oitne Ue,., GO Bonds and CVts (each ; defi;;;;d
olscusseo Delow) necessary to implement the restructuring transactions contemplated in the SeventhAmended Plan. rn addition to approving the commonrieanh s restructuring transaaions, act sgconditioned the effecliveness ofthe Govemment's approvaron the preservatioi ofal accrued'pensionbenefits owed to cunent pubric pension participanti,'which idrirlo t" etimination oiihe plopo""ap€nsion cuts, as discussed in part (b) beiow.
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NOTE 4 - THE PUERTO RICO OVERSIGHT, AI{AGE ENT, AND ECONOMIC STABILTTY ACT(PRO ESA) (CONT 
'|UEO)

PRO ESA TITLE III CASES

(a) Commonwoatth Tiue l Case

On May 3, 2017, the Oversight Board, at the requesl of the Govemor, commenced a Tifle lll case fortl-", _c:rTonyglfih by firing a p€tition for reriei under Tide r of PROMESA in ritre rri Courr. rneoeaolne Dy which all creditors were. required to file thek proofs of claim against the Commonwealthwas June 29, 2018. Approximately 1 18,397 craims were fired against the ior.or*"ritt in rn"iot"raggregate asserted amount of approximatety $33.3 trillion. oi this amounl, 
"pproiir"turv 

'g6;sa
claims in the total aggregate asserted amouni of approximately $33.1 trittion nave ueen wittrtrawn or
!I!^uIs{. uv an omnibus objecrion order entered by rhe Tifli Ir court. As 

" 
,e.ut, 

"ppioiir"l"rv8'932 claims in the total aggreg€te asserted amount of approximately $13g.5 billion remain
outstanding (excluding claims pending objeclion, marked for future objection, or transfe""J o1.*iitingto be transfened into ACR). The varidity of these remaining craims his not yet been determin;J;nd
:i:l-:!:T:.fa1ii-.!9ld to the ctaims.reconcitiation irocess described in secrion (uiij 6elow.Accorolngry' me numbers and amounts of claims identified above willchange overtime as ob1ea6ns
are filed and de{ermined by the Ti e lll Court.

on.July 30' 2021 the oversight Board-as representative to the commonweanh, ERS, and pBA intheir respective Title lll cases-filed its Seventh Amended Tifle lll Joint ean ot aalustment o?rne
clmmonwealth of puerto Rico, et ar. [EcF No. 126291 (the seventh Amenoeo eanl inJ a conaieo
disclosure statement related thereto [ECF No. 17628], which was approved by the iifle lll court.

on october 26, 2021, the Govemor signed into law Act 53, which provided legislative approval for thebond.transaclions contemplated in the Seventh Amended ptan conditioned-on tne etiinination oi its
monthly pension cut provisions in an amended version of that plan.

On November 3,2021, the Oversight Board filed its Modified Eighth Amended Tifle t Joint ptan of
Adjustment of the commonwealth. of.puerto Ric!, et al. [EcF No.'19os3l (the eignth Arnendeo plan1,
which further revised lhe Seventh Amended Plan to iliminate its moniny pe-nsion cut provisions
consistent_with Act 53, among other rhings.-The hearing to consider dnfirmation or the gight
Amended Plan commenced on November g, zo21 and coicruded on November 23, 2021. Theiinar

connrmed, the commonweallh plan of Adjustment.

On January 18,2022, the Title lll Court entered its findings of fact and conclusions of law in mnnection
with the commonwealth plan of Adjustnent tEcF No.-198121 (the Findings of Fact) and 

"n 
oro"l.mnfirming the Commonwealth- ptan of Adjustment teci 'No. 198ial Che ior.on*Lrm

Confirmation Order). ln both the commonwealth Confirmat'ion order and Findinis of Fact, the TitE 11

9^:yl9-rl9]lq A"r 53 properrv authorized the issuance oi new bonos ana provia"o 
"GLJ" *""n"ro mprementation of the Commonwealth plan of Adjust nert.
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NOTE 4 - THE PUERTO RICO OVERSIGHT, ANAGEIIIENT, AND ECONO IC STABIUTY ACT(PROMESA) (CONTTNUED)

PROIIESA TTTLE tll CASES - continued

(a) Commonweafth TiAe m Case - continued

Petw*l J{tlary 28,2022 and February 17 ,2022, six appears of the confirmation order were fired
in lhe First circuit. on March 8,2022, the Firsr circuit eniered an order dismissing th""pp"rr iyih"
Judge's Association [case No.22-1098] folowing a motion to voluntariry dismiss.6y March lr,iou,the First circuit denied .aI parties' motions 

-for a stay pending appeat, whictr allowJ teuommonweafth pran of Adjustment to beconre effective despite the -ppears. on Aprir 26, 2022, rheFirst circuit affirmed the commonweani pran of Adjustmeni wirh respia to ure aipear rirJ uv ttreteachers' associations. see case No 22-1080 ordr argument on the merits d iri,i r"r"Ning rour.
appears [c€se Nos. 22-1079, 22-1092, zz-|ts, zz't t201was herd on Aprir 28, zozz, oi i inat
delermination on those appeals remains pending.

on March 15, 2022 (the Effective Date), the conditions precedent to the Effecrive Date of thecommonwealrh Pran of Adjust nent were satisfied and/or waived by the oversight ao"ra L; iheplan became efiective. Accordingly, the commonwealth plan of Adjustment has b-een confirmed ano
is cunently effective as of the date hereof.

As of the Efiective Date, the Commonwealth Plan of Adjustment reduced the Commonwealth,s total
tunded debt obtigations ftom approximatety $3a.3 bilion of prepetition OeUt to approximitiiy ii.cbillion, representing a total debt reduction of 78%. This deLt reduction wilt also redu& the
commonweanh's maximum annualdebt service (inclusive of coFrNA) from approximatery in: uinilnto s1.15 billion, representing a total debt service reduction of 73%. Also ," oi rc Er.airl o"i",'"llthe.leg3q comlnonweanh generar obrigation bonds, ERS bonds, and pBA bonds were oisctrirged,
and.all of the commonweatth, ERS, ind pBA obrigations and guaradees retateo thereto ieredischarged. ln addfion, a[ commonwealth laws tiat required the transfer of trno" trom irrecommonwealth to olher entities have been deemed preempted, and the commonweatth has noobligalion to transfer additionar amounts pursuant 6 thos; bws. lmportanfly, 

"rJr"ting- 
tt 

"Commonweallh Plan of Adjustment provides a path for Puerto Rico to access the-credit marketl and
develop balanced annual budgets.

A critical component of the Commonwealth Plan of Adjustment is the poslEffective Date issuance ofnew.general obligation bonds (the.N*..cg Bonds) ind contingent varue instruments rcviil tt"tprovide recoveries to Go and pBA bondholders, as well as holdirs of claw-back claims )g"in& th"Commonwealth and cerEin of its component units and instrumentalities.

The New Go Bonds were issued !.vjt! 
-a! .aggregate originar principar amount of approximatery $7.4billion, co-nsisting of approximatety (i) $o.e oittion 6r Hew 6o cte", 1ii1 $t+2.5 mittion ot Hew oo'ceasyth a 5..37!0/6 interest rate, and (iiD 928S.2 mi ion of New OO CAAs witn a 5.0% Interest rate. Theyhave 11 different maturity dates €nd.are_secured by (a) a statutory first rien, (b) a preoge or ineamounts on deposit in the Debt service_ Fund, and (c) a pleoge of ihe commonweaittr'siutt taiirr,credit, and taxing power in accordance with Article Vl, Seaion iof tre Commonwealth constitution,
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NorE 4 - THE PUERTO Rlco ovERslcHT, uANAGEMErirr, Ar{D Ecor{oM,c srABrLrry Acr(PRO ESA) (CONTII{UED)

PROmESA TITLE CASES - contnued

(a) Commonweafth Title l Casa - continued

and applicable Puerto Rico raw. The New Go Bonds are be dated as of, and wil accrue or accreteinterest from, JuV ', , 2OZ1 .

The commonwealth Plan of Adiustment also contemplates the issuance of cvls, an instrument thatgives a hotder the right to receive p"yrunti i tE';;;t irrat certain triggers are met. Theco'Toly"3ttl, Pran- of Adjustrnent eitabrishes ,er"nr*b"""0 performance benchmarks andpermits the horders of cvrs to receive payments on 
""*rnt Jin" ivts onty it ttre uenlnmaiis a.eexceeded. The cVrs issued under the cbmmonweatth pran ;iAdjustrnent wi be oasJ on orrr_performance collections of the commonwealth's 5.5% sares ano use tax (sur), with some cVrs arsobeing subject to over-performance coflections of rum tax. rn" cvt" represenr'a ;ilitd"i;;;;i."by lhe commonw_e€lth to pay cvl holders only if the sur oi ,rn tax baselines are exceeded in agiven fiscal year. The outperformance metric wifl be measured as ofthe end 

"r """r, 
r,.""iv"", ti...,June 30) beg-inning in fiso,r yeat 2022 and is based on a sui ino rum tax colection. ur"!iin"J'n ,liscal years 2o?2 lo 2043 as established in the Board-certifiJ fiscal plan for the commonwealth,dared May 27,2020. As with the New Go Bonds, the common-weatth pr'edged its fu1 f;aitt, 

"rJitlnotaxing power under the Puerto Rico conslitution 
-and 

appticaote 
-puerio 

ni"o rr," roi p1yr"r,r otir,"CVls. The CVts are deemed issued on July 1 , 2021.

The cvls are also divided into tw.o^categories: (i) generar obrigation debt cvrs (co cvrs), which wibe allocated to various horders of Go b6ndhorderirrir.; ino"oi 
"r"*oack 

oeui cvti iin6 c'[*ui"icVls), which wirr be afiocated to_craims rerated to xrn, ijCdcbi, pRrFA, and MBA bonds. The Gocvls have a 22-year re-,. The clawback cVrs.have a go-yearierm. The Go cVrs 
"r" "ruiJto "lifetime cap of 93.5 billion, with maximum annuat payments;f g2O0 mittion ptus any unui#;;;t"ftom previo-ys- years subject to cumurative annuar paymenG noieiceeains 6aoo ;iiri"r. sir*nr, in"clawback cVls are subject to a $5.2 biflion aggrejate rifetir" Lp, arocat&'across the aii"r*fiip*of bond claims, with maximum annual payriEnts- of til Sf iS miifion ptus any unused amounts fromprevious years, not to exceed cumuratve ainuar payrirlit" .r iisb .irtion, to'rnscatyears i_zi oig,"3Gyear.term; and (ii) 9375 milion prus 

"ny 
unr"eo 

"rornG-to, 
previous years, not to exceedcumurative annuar payments of$750 miflion, forfiscaryears 2a-30 oftne gov.a', t"ini. ineiv-r. J""apply an annual payment waterfall in which the flrst $1bo ,inio^nin o" paid io Go cvls anJti* ..},r$11,111,111wi|| be paid to Clawback CVls.
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I{OTE 4 - THE PUERTO RICO OVERSIGHT, IANAGE ENT, AND ECONOr|IC STABIUTY ACT
(PROUESA) (CONT|NUED)

PRO ESA TITLE tlt CASES - continued

(a) Commonweafth Tiue lll Case - continued

The Commonweatth Plan of Adjustnent classifies claims into 69 classes, which will receive the
following aggregate recoveries as follows:

' valous cacgories of commonwe-arth Bond craims (crasses '15-50):7306 recovery consisting ofcash, New GO Bonds, and cO CVls.

' v€rious-categories of p-BA Bond craims (crasses 1-12, 'r4):79% E@very in cash in addition to theNew Go Bonds and Go cvls that PBA bondholders will receive on account of their cWduaranree
Claims.

' Y?ri9us calegories of crawback creditor craims (crasses 5963): 230/0 Gco\rery consisting of theClawback CVts.

' ERS Bond Claims (class 65): 16% recovery consisting of cash and interests in the ERS private
Equity portbtio.

' various categories od Generar unsecured chims (crasses 13, 5g, and 66): 21% recovery in cash.

. Other misce aneous ctaims (Classes 52-57, 64, 67-69): 26% recovery in cash.

lmpoftantly, the Commonwealth Plan of Adjustment preserves all accrued pension benefits for activeand retired public emproyees under ctass it. Howwer, participants of the iretrement system toi tneJudiclary of the commonweanh of puerro Rico (JRS) ind i5"ir,"," Retirement sy"ii, oi ir"rr"Rico (TRS) wirr be subject to benefts freeze ano ine etminaton ot 
""y "*t-ot-ririr!?Jir.tir"ni"io,COLAs) previously authorized under the JRS and fnS peniLn phns.

since the_beginning of rhe Tifle lll of pRoMESA, the commonweanh has accumulated approximatery
$16.3 billion in cash through February 2022, pnncipaty ror'in" non-p"ymenl of debt service andtscal adjustments made thal resulted in fund batance surpluses.
For further information on the commonwealth pran of AAj;bnent, refer to the finar versions of thecommonwealth Plan of Adjustment, Findings of Fact, ana'Confirmation order, which are availabre athttps://cases.ra.kroll.cordouertorico/Home-Dociefl nfo.

NOTE 5 - COLLECTED TAXES ON BEHALF OF THE DEPARTMENT OF TREASURY OF THECO ONWEALTH OF PUERTO R]CO

As of June 30' 2023, the office colected taxes over insurance premiums and other funds on beharfof the Department of rreasurv of the commornyearm oi puerf Rico amounting t" 
"ppriii,iiirrvs86,957million. These coflections are not reflected in ttre accompanying statement of cash receiptsand cash disbursements since the office only serves a" 

" 
*tt"ab. ug"nt of these funds.
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NOTE 6 - GOTT]TTENTS

The, ofiice leasejs^various properties and equipme-nt under an operating rease agreement that expireon January 31, 2924. The agreemer includes office facilities, 2 wareh-ouses in-a uasJmeni, aniioparking spaces. rt arso incrudes common area maintenance charges and erectricity 
"rp"n"o. 

tnaddition, the office has severar non-canceflabre parking and operatiig r"""."roi 
"qripr"'ni "ipiringat different dales through January 2024 and thereaffer]

Rental.exq€$llri-fgl t!" y""r ended June 30,202g rerated to such commitments amounted toapproximatev iDZoE@. The rentar discrosure is composed of the fo[owing ereil;t,, - -- '--'

Office Rental and/or Lease
Rental and/or Lease of Office Equipment
Other Leases

Totat SZ60-000

The minimum rental commitments for leeses in effecl at June 30, are as follows:

Year Endinq June 30 Amount
2024 $4S.54I

NOTET-PENSIONPLAN

Plan Description - Prior to Act No. 10&2017, ERS administered difierent benefit structures pursuant
to Act No- 447-1951, as amended, incruding a cost-sharing, multi-emproyer, defined oenerrt irogram,a defined contribution program (system 2000 program) an-d a mnrributory irybrio progra; ' -" -

Beneftt provisions.vary depending on members date of hire. Substantblly aI fufl-.time employees ofthe commonwealth and its instrumentalities (he commonweatttr, municipati[es, 
"'.J' 

prori"
grpoqtignsl were covered by the ERS. These benefits were paid by the ERS untit .lune so, 2oia.
Through Acl No. 10&2017, the commonweahh transformed the retirement 

"v.i"." into 
" "l.iir" 

p"v-
as-you-go. system (whereby fiJture benefit payments are guaranteed by the Commonweattn's 6erieraf
Fund) and created the Retirernent system Boar<r as the-new Retiremint Systems goveming booy.

certain provisions are different for the three groups of members who enlered ERs prior to July 1,2013, as described belou/:

' Members of Act No. 44r-19s1 are genera y those members hked before Aprir 1, 1990
(contibutory, defined benef program).

' Members of Act No. 1-1990 are generaly those members hired on or after Aprir 1 , 1990, and
on or before December 3i, 1999 (together with Act No. /+47 participants, the Defined Benefit
Program).
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NOTE 7 - PE'{S|ON PLAN (CONTTNUED)

' Members of Acl No. 30s1999 (Act No. 3oti999 or system 2000) are generafly those
members hired on or after January 1 , 2000, and on or before June 30, 2013 (th; system zoooProg.ram). Arr regurar emproyees hired for the fi,.t tirne on or afler iu! r, )oig, !;J io-*,
employees who participated i1 tf9 {*neo benefit program and the system zooo program-, anowere rehired on or aner July 1, 2013, became members of the contributory nvurii Fiogia;-as
a condition to their emproyment._rn addition, particrpant emproyees ot previoui prograris as ot
{ur,30.10^t.s. became part of the.contributory Hyurio eripram on iu! 1, 20i3.ln addition,
Act No. 3-2013 froze all retirement benefits accn ei througliJune eo, z6ti unoer grg aeiineo
beneftt program and thereafler, all frJture benefits accrued uiderthe deinea contriuution io#ua
used for the lVst9m ZOOO program participants. Pursuanl to a setflement incorpo"ateU into tecommonwealth Pran of Adjustrnent, on the Efiective Date of the commonwelnn Fr"n otAdjusfnent, alr participants in the system.2ooo program received a one-time payment in tne
amount of their contributions (plus accrued interest);s of the commonweaftnb iJtiti"" o"i.'i"
their defined conrribution accounts established und'er Act No. 10&2017. upon frre pavment orthese refunds, all claims related to the System 2OOO program were discharged.

T.h" fqllgl,.ng s.ummary of ERS plan provisions is intended to describe the essential features of the
pErn. All el€lDlllty requirernents and beneftt amounts should be determined in strict accordance with
the applicable laws and regulations.

(D Service Retirements

(a) Eligibility for Act No. 447-1951 Members: Act No. 447-lgsl members who were etigibte
to retire as of June 30, 2013, wourd continue to be erigibre to retire at any time. Frior
to July 1' 2013, Act No. 447-19s1 members courd retiE upon 1t 1 attainment ot age ss
with 25 years of credited service; (2) attainment of age 5a wid ro years or creiitea
service; (3) any age with 30 years of credited service; 111 tor euUtii Omcers in iitn
Risk positions (the pRpoB and commonweanh Firefightei corps, the Muni"ip.i poiil
and Firefighter corps and rhe custody office corps--), attainment or age 

-b 
with isyears of credited service; and (5) for Mayors of municipariries, attainmint ot age 

-o
with 8 years of credited service as a Mayor. ln addition, Ad N;. 447-1951 ,",iU.o
who wourd attain 30 years. of credited service by December 31, 2013, woura u" Lrigibi"
to retire at any time. Acr No. 44r-19s1 members who were not erigibre to retire is ot
June 30, 2013, and did not attain 30 years of credited service by DecemG;r;, 201i,
are eligible to retire upon attainment of the retirement eligibility ige shown in tne raUL
below with 10 years of credited service.
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Attained age
as of June 30, Retirement

elioibilitv aoe

61
60
59

2

July 1, 1957 or tater
July 1, 1956 to June 30, 1957
Before July 1,1956

55 or less
56

57 and up

T)atP birth



NOTE 7 - PENSION PLAN (CONTINUEDI

ln addition to the requiremenls in the tabre above, Act No. 447-1951 public omcers inHigtFRisk positions who were not erigibre to retiie as of June 30, eot3, ano JiJ notattain 30 vears of credited service by December 31,201a, are etigi'bre to reiir; J1i",,tiyftom ac{ive service upon the attainnient of age 55 with 3o years if creoitJa;i";. 
-

(b) Etigibility for Act No. 1-1990 Members: Acl No. 1-19g0 members who were eligible toretire as of June 30, 2013,.continue to be eligible to retire a any tim;. i; 6i;V i,
2013, Act No. 1-1ggofiembers courd retire uion (1) attainment of agess *ttt')s vJ"r"of credited service; (2). attainment of age OS *itt, iO y"ar" ot 

"r.a[J i"r'i*; f,SIi;,public officers in high-risk positions, an! age with 30 years of credited service; ant (+)
for Mayors, attainment of age so witn a yeirs ot creoiteo servel:; M6;;' -'" -
Act No. 1-i 990 members who were,not erigibre to retire as of June 30, 2013, are erigibreto retire upon atbinment of age 65 with i0 yean of crediteo sewic!. in aoJiti;;I;
No. 1-1990 pubric officers in high-risk positions who were not erigible ro rerire as ofJune 30, 2013, are erigibre to raire aireary trom active service upin tne attarnment otage 55 with 30 years of credited service.

(c) Eligibility for System 2O0O_Members: System 2ooo members who were eligible to retire
as of June 30, 2013, continue.lo be eligible to retire at any time. erio' to iufy i, ZOf 

'a,

system 2000 members courd retke uion attainment of ige 55 ror pubfic i,m[rs in
higtFrisk positions and attainment of age 60 otheMise.

System 2000 mernbers who were not erigibre to retire as of June 30, 2013, are erigibreto refire upon attainmer of age 55 for fubric officers in trigtrrist poiitioris il;;;
attainment of the retirement erigibirity age shown in the tabra berow otherwise.

Date of birth

Attained age
as of June 30,

2024

55 or less
56
57
58

59 and up

Retirement
elioibilitu aoe

65
u
63
62
61

July
July
July
July

957 or later
956 to June 30, 1957
955 to June 30, 1956
954 10 June 30, 1955

1,1
1,1
1,1
1,1

(d) ElEibility for Members Hired affer June 30, 20.13: Attainment of age 58 if a pubtic
officer in a high-risk position and attainment of age OZ otnenvle.
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Before July 1, 1954
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NOTE 7 - PENSTON PLAN (CONflNUED)

(iD 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 al the time of retirement, plus, for Act No. 447-1951 

"na 
na No. i-idso

members, the accrued benefit determined as of June 30, 2013. lf the balance in the hybrid contribution
account was $10,000 or ress, it would have been paid as a lump sum instead of ai 

"n 
,nnrity. Fo|.

System 2000 participants this service retirement benefit is not available.

(a) Accrued Bene6t as of June 30, 2013, for Acr No. ,447-1951 Members: The accrued
benefit as ofJune 30, 2013, was determined based on the averag" *rpeni"tL;, 

"sdefined, for Act No.44T-1951 members, the years of credited servl"", 
"ni 

in" 
"tt"ii.,"oage of the member all Ii of June 30, 2013. For Mayors, the higt est com[nsati-;;, as

defined, for Act No. 447-19S1 members, determinld as of Ju-ne 30, 20i3. lith"h;
No. 447-19s1 member had at reast 30 years of credited service as or.lune so, 201i,
the accrued benefit equals 65% of average compensation if tne member was under
age 55 as of June.30, 2013, or Tsoh of average compensation if the member was at
least age 55 as of June 30, 201,3. For participa-nts selecting lhe coordination Flan, tfre
benefit was recarcurated at th€ sociar securirty Retkement Age (ssRA), as oenned, as
1.5olo of average @Tp-9n:3li9n 

-up 
to $6,60d mutiptied Oy lears ot creaited ;;;,

up to 30 years, ptus 65% (75olo if mernber was at b;$ ag; 55 as ot.lune SO, 2Olitot
average compensation in excess of 96,600.

rf the Act No. 447-1951 member had ress than 30 years of credited service as of June
30, 2013, and attained 30 years of credited service'by DecemUer St, ZOf S,ih";;;;
benefit equalled 557o- of average compensation if the member was unOerlge 5S ;s ;
June 30, 2013, or 600/0 of average compensation if the member was at teas[age 5s asof June 30, 2019. For participants seiecting the coordination pran, ttre Gn'ert was
recarcurated at ssRA as 1.50/6 of average compensation up to $6,600 muttiotiea uvyears of credited service,. up-to 30 years, plus SSyo (60lo it memOei wasa d;ri;;;
55 as of June 30, 201-3) of average compensation in excess of SS,OOO. fr4emEi
contributions received hom Act No. ul47-i951 members erigiure tor itris'tansiio[
benelit dlring the period beginning Juty 1, 20,l3, and ending upion the attainment tii6years of credited service. were coniidered pre_ Juty fl iOfS, 

"oniriurii;;;; 
6;

contributions to the hybrid contribution account begin after the member 
"tt"i". 

Coyears of credited service.

rf the Aci No. 447-1951 member had ress than 30 years of credited service as ofDecember 31, 2013, lhe accrued benetit equalled i.S% ot aver"ge _,np""*i1",
multiplied by years of credited service ui to 20 years, plus Zyo oi 

"r.rao"comqensatioi munipried by years of credited service in Lxcess of 20 year". rta"ri.r".
benefit is 75% of average comp€nsation. Except for the pCpO-B'police,*n ;;;
Commonwealth Firefighters, the b€nefit was aauarially reduced foreach y* p"Vr""i
commences prior to age 58. For participants serecting the coordination pian, itre uasic
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NOTE 7 - PEilSION PLAN (CONTINUED)

benefit is recarcurated at ssRA as 'ro/o or average compensation up to $6,600multiplied by years of credited service up to 20 years,' prus 1.50/o of averao.
compensation up tg $6,600 multipried by years of credited iervice in excess oiioyears, plus 1.5% of average compensation in excess of $6,600 multiplied tt tears;credited service up to 20 years, prus 2.oo/o of average compensation rn licess or
$6,600 muhipried by years of credited service in excesi of zo years. rr"ept r* p"ri*
and firefighters, the beneiit was actuaria[y reduced for each y6r payment dormlncesprior to age 58.

For Act No. 447-1ss1 , Mayors.with at reast g years of credited service as a Mayor, the
accrued benefit was not to be ress than s% oi highest compensation, as oenndi ls a
Mayor for each year of credited service as a May6r up to 1o years, prus r.s"z" or nrilrrest
compensalion as Mayor for each year of non_Mayoral crediied service up to ZOGars
ptus 2.070 of highest compensation as Mayor for each year of non-di;i;.dit;
service in excess of20 years. Non-Mayorar credited service incruded 

"6u"" ""inJas a Mayor in excess of 10 years. Maximum benefit was 90% of highest co-p"n*6;
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 compensetion for Act No. 1-
1990 rnembers, the years of credited service, and ttre ittained age ofthe member all
as ofJune 30, 2013. ForActNo. 1-1990 Mayors, the nighest comftn;"ii"; ;;; M;y;;
was determined as of June 30, 2013.

lf lhe Act No. 1-i990 member is a poric€ ofncer or firefighter member that had at reast
30 years of credited service as of June 30, 2013, the aJcrued uenent equafleo s6o/J
aveftrge compensation if rhe n=mber was under age 55 as of June 30,2013, or 75%
of average compensation if the member was at reait age 55 as of .lune so, zors. 

- '-

For all other Ac{ No. 1-1990 members, the accrued benefit equalled 1.50/o of averaoe
compensation muhipried by years of credited service. The beneRt was aauarii-tty
reduced for each year payment commences prior to age 65.

For Act No. 1-'r990 Mayors. with at reast g years of credited service as a Mayor, the
accrued benefit wa: ngt to 9e tess than 5% of highest compensation 

"s 
a Uiyoi toi

each year of credited se*ice.as a Mefor up to tO yeais, ptus 1.4%-"il1;;;;
compensation as Mayor for each.year of nonMayoral credited service up to ZO y-ears,
plus.2.0% of highest compensation as Mayor for each year ot non-rr,laio."icr6oitei
service in excess of 20 years. Non-Mayorai credited service incruaeo service eameJas a Mayor in excess of 10 years. Maximum benefit is 90% of high;t;;p";;i;;;
as a Mayor.
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NOTE 7 - PENSTON PLAN (CONTTNUED)

(iiD CompulsoryRetirement

All Act No' 447-1951 and Ac't No. 1-1990 Public officers in High-Risk positions were required to retireupon attainrnent of age 58 and 30 years of credited service. dtwo-year- extension may be requestedby the. membe.f qom the superintendent of the pRpoB, ir.r" iner ot tre rirentitei il;:; 
",.supervising authority as applicable.

(iv) TerminationBenefits

(a) Lump Sum Wthdrawal

Eligibility: A Member was eligible upon termination of service prior to 5 years of service
or if the balance in the hybrid cont;ibution a@ount is $10,00d or less. '

Benerit: The benetrt equaled.a. rump sum payment of the barance in the hybrid
contribution account as of the dale of the permanent separation of service.

(b) DefenedRetirernent

Eligibirity: A Member-was erigibre upon termination of service with 5 or more years ofservice (10 years of credited service for Act No. 447-1gs1 ano nct No.'i-isso
members) prior to the appricabre retirement erigibirity, provided the ,".u.i r,ai nottaken a rump sum withdrawar of the accumiratei bntributions trom-u,e'niurio
contribution account.

Benefir: An annuity payabre for the rifetime of the member commencing at theapplicabb retirement eligibility age equal to the annuitized vatue of tn. O"Lni"ln it "hybrid contribution account at the time of retirernent, prus, for Act No. ++7-tgsr ano
Act No. 1-1990 members, the accrued benefit determined as or June so, ioli. -

(v) Dealh Benefits

(a) Pre-retirement Death Benefit

Eligibility: Any cunent nonretired member was eligible.

Beneft: A refund ofthe hybrid confibution account, plus the accumuleted contributions
for Act No. 447-1951 and Act No. 1-1990 members.

(b) High Risk Death Benefit under Act No. 127-1958

E_ligibirity: pofice, fireJigiters, and other emproyees in specified high-risk po€itions whodie in the rine of work due to reasons specifie6 in Ac .io. r2z-1gal,as imenJeJ. 
-
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NOTE 7 - PENSTON PLAN (COMnNUED)

spouse's Benefir: 50% of the participanfs compensation at date of death, payabre asan annuity until dealh or remaniage.

Children,s Benefit:,50yo oJ the participant,s compensation at date of death, payable asan annuity, and allocated.pro rata among eligible chitdren. iht";"r,ty il;,pifiilefor rife for a disabred chird, untir age 1B f;r a-nondLabbd cr,ira not pulrlng fi;o]Ji,and until age 25 for a nondisabledlhiH who is pulsuing 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, payabre as 

"n "nnrity 
toi tir. 

-- "

Post death lncreases: Effective July 1, 1996, and subsequenfly every three-years, theabove dearh benefits are increased uy e"r provided .nat ihe be^"n"il,wilolirJ L""receiving payments for at least three.years. The cost ot tt ese oeniftIG;;id ;;the Commonweafth.

(c) Postretirement Death Benefit for Members who Retired prior to Jury 1,2013

Eligibirity: Any retiree or disabred member receiving a monthry benefit who had noterected a reversionary annuity and whose benefits c-ommencei prior to Jury r , iors-.-

Benefrt: The benelit is as follows (Act No. 105, as amended by Act No. 4):

i. For those manied or with dependent chirdren at the time of death, the annuar incometo a widow, or widower or dep€ndent children is equal to 66% (50% if in theCoordination ptan - 30%, prior to January 1, 2004) of the retiremenl ;;;ft p;t;i;
for life for a suMving spouse and/or disaUteO ctritOien and payabte ,ntif 

"g" 
i8,(rg"

25 if pursuing studies) for nondisabled children. lf in the Coo'roination Cran,itr" ie;".'ft
to the suNiving spouse does not begin untir the spouse's attainment of 

"gd 
eo ,nd fi"surviving spouse must have been married to the member for at r"""r i6 v"",. io'6"

eligibre for this benefit. The increase in the percentage from 30% to stiv" r in ttrecoordination pran is paid by the commonweaith fcr former govemment emproyees orby,the pubric enterprise or municiparity for their former empr6yees. see na iro. ios oi1969, as amended by Act No. 158 of 2003.

ii. The beneft, when there is no reration as stated above, is equar to the remainino
batance of accumulated contributions at the time ot retiremenilnei;; ;;ril;;';i
rifetime annuar income pai, and is payabre to a beneficiary or to ihe na"ru"i. J.tit".ln no case may the benefit be less thin $1,000. Either th; Commonwealth for i"-"igovemment employe€s or the public enterpdse or municipality for ttreir tormer
gmployees pays the difierence, up to 9250, between (1) the aciumtimeo contriuutions
less the rifetime annuar income paid and (2) g1 ,ooo. ERS pays for the rest. see ArrLre
2-1 13 of Ac{ No. 447_ 1951, as amended by Act No. 52+2004.
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NOTE 7 - PENSIOIiI PLAN {CONTINUED)

(d) Postretirement Death Benefit for Members \ruho Retired afler June 30, 2013

Erigibirity: Any retiree or disabred rnember who began receiving a monthry benefit afterJune 30, 2013.

Benerrt: rf the member erected ar the time of retirement to transfer a portion of theannuity to a beneficiary by setecting an actuaria,y equivatent optionat forfi ;i;#;ithe appticabte survivor benefit. For alt mem#rs,'th" 
"r;#;;;;;, ;-i#ffi;;contribution account, ptus the accumutated contributions i;Aa N;.;i_G;lr#;;

No. 1-1990 memberc, at the time of rairement oveiitre totat annuity payrl"t" p"ii i"the member and any beneficiary per the terms of the optional fo_ ;i;r;;rii;;i
be payable to a beneficiary or the membels estate.

(e) Beneficiaries receiving occupational death benefits as of June 30, 2013, continue tobe eligible to receive such benefts.

(vi) DisabilityBenefits

(a) Disabitity

Eligibility: All members are eligible upon the occunence of disability.

Benefit: The balance _of the hybrid contribution account payable as lump sumdistribution, an immediate annuity, or a defened annuity at the erection 'of 
ttreparticipant. Act No. 447-1951 and Acl No. 1-.1990 members remain etigiule to recivethe accrued benefit as of June 30, 2013, commencing at tne apptidoe ,"rir".*,i

etigibitity age.

(b) High Rask Disebitity under Act No. 127_19S8

Eligibirity: porice, firefighters, and other emproyees in specified high-risk positions whoare disabred in the rine of work due to reastns 
"peiiReo 

i, l& r,r". iii-r siii'irlamended).

Benefit: g0% (100% for Act No. 447-1951 members) of compensation as of date ofdisabirrty, payabre 6 an annuity. rf the member died whire stil disabred. this annuitv
benefit continued to his beneficiiries. Benefictaries inct;; rdar;iri;;;il;;" 

";illdisabred chirdren (for rife), nondisabred children untir age re ("t""zi if p;r-i.d
studies), and the parents if no other beneticiaries. eieape '.tity I , isba,-;;;subsequenfly every three-years, the disability benefit was increased by b"Z pr*iJJthat the member (or b:lefibiaryl h?.d been releiving payments for at te,i"rif,rily"ao(Act No. 127-1958, as amendedl. The cost ofiheie benetrts *"" p.iO ui-tn"
Commonwealth.



NOTE 7 - PENS|ON pl_AN (COi|T|NUED)

(c) Members who qualified for occupational or nonoccupational disability benefits as of
June 30, 2013, continue to be eligible lo receive such benefrts.

(vii) Special Benefits

(a) Minimum Beneflts

i. Pasl Ad hoc rncreases: The Legisrature, ftom time to time, increased pensions for
certain retirees as described in Act No. 12+1971 and AclNo. 23.19g3.

ii. Minimum Benetrt for Members vvho Retired before Jury 1, 2013 (Act No. 1562003,
Act No. 35-2007,.ang Act No. 12013): The minimum monthty lifetime income for
members who retired or become disabled before July 1,2015, is g500 per month
effecrive Jury 1, 2013 (s400 per month effective Jury 1 ,' 2oio7, and ssoo peimonih up
to June 30, 2002).

iii. coordination plan Minimum Benefit A minimum monthry benefit was payabre upon
attainment of ssRA such thal rhe benefit, when added to ihe sociar sdrrty elr!fit,
was not less than the benefit payable prior to SSRA.

(b) cost of Living Adjustrnents (coLA) to pension Benefits: The Legisrature, from time to
time, increased pensions by 3% for retired and disabred membe-rs. aenehciariei wlie
not enti ed to colAs granled afterthe retiree,s death. The first increase *". gr"nt"d
by Act No. 1G'1992. Subsequenr 3% increases have been granted evet ttrird yiir
since 1992, with rhe ratest 3% increase estabrished on Apriri4, zooz, ano ene&ive
Juty 1 , 2007 (retroactive to January 1, zooT) for retired and disabred members t'ha
were receiving a monthry benef[ on or before January 1, 2oo4 (Act No. 35-2007). rn
addition, effective July 1,2008, any retired or disabtei membeithat wasd;#; 

"monthly annuity on or,before January 1, 2004, less than $1,250 p"r rontt i*eVH
an increase of up to 306 without exceeding the rimit of $1,2s6 per'monrt (A, N;'*-
2OO7).
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(coNTtNUED)

JUNE 30,2OZ}

Under the Commonwealth plan of Adjustment, all COLAS have be€n eliminated from
and after the Effective Date (i.e., on or afrer March 15, 2O2Z). For further information
on the Commonwealth plan of Adjustmenl's impact on pension benefts, refer to thefinal version of the Commo nwealth Plan of Adjustment, which is available at

.ta.kroll.com/ col ome-Doc nfo

(c) Special 'Bonus" Benefits

(i) Christmas Bonus (Act No. 144-2005, as Amended by Act No. &2013): An
annual bonus of $200 for each retiree, beneficiary, anj disabled member has
historicalv been paid in December provided the member retired prlor to ,lutyi,
2013.
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(iD Medication Bonus (Act No. 15$2003, as Amended by Act No.3.2013): Anannual bonus of $100 for each retiree, beneficiary, anO aisaUt"O-m-em#, tocover health costs paid in July provided the member retired prior fo jufy f ,2013. Evidence of coverage is not required. tne amouni i. pior"i"J iiirLr"
are multiple beneficiaries.

Before July 1, 2017, the commonwearth made contributions to the ERS for the
special benefits granted by special laws. The funding ot me specEt OeneRts
was provided to. the ERS through legislative appropriai'ons each January 1 andJuv 1. speciar benefits to erigible Act ur-rsist participants.r" Ging i.iJ ov
each employer as they become due since Jufy 1,2017.

(viii) Early Retirement programs

On July 2, 2010, the Commonwealth enacted Act No. 70 establishang a program thatprovides benefts for early retirement or e@nomic incentives tor voturiiary em-ptoyrnent
termination to eligible employees, as defined. Act No. 70-2010 atso estautijnea itrJ earty
retirement benefits will.be provided to eligible employees that have completed U"i*re"n f S
and 29 years of creditable services and will consi;t o-f monthly benefits ranging tromii.SZ"
to 50% of each emproyees' monthly sarary. Benefits under this programwir t p"u 6v'in"
Generar Fund of the commonweahh (the Generar Fund) and Ly t-ne puuric coiforattns,
covering their respective employees untilthe plan member reaches lhe later of aoe 55 for
rnembers under Act No. 447-1951 or age 65 for membe- under Act No. r-rs96, oitt"
date the pran member wourd have compreted 30 years of service had the member
continued employment. ln addition, the public corporations will also be requireo to continue
making the required employee and employer contributions to ERS. The Generai runJ,rirrbe required to continue making its required emproyer contributions. ens wirr ue
responsible for benefit payments afterward.

on December 8, 2015, the commonwealth enacted the voruntary Earty Retirernent Law,
Act No. 211 of 20'r s (Act No. 211-2015), estabrishing a voruntary program to proviol pre-
retirement benefits to erigibre emproyees, as definedlA d fi&2d17 r;wapo Aa ruo. it t-2015, while creating an incentivei, opportunities, and retraining prog;, ioi-prbli"
wo*ers.

New Defined Contribution plen

The commonwealth, through Act No. 10a20.17, created a ,Nary Defined contribution plan' that
?n-sisted of a trust fund, not subieci to the provisions of Act No. 219-2012, known as .rn. r."t"Acr, that wirr maintain an individuar account for each participant of the Retirement systems tnatbecomes a participant of the plan.
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NOTE 7 - PENSION PLAN (CONTINUED)

The folloiving emproyees wifl participate in the New Defined contribution pran:

' Allactive participants ofthe Retirement systems as ofJury 1,2017; except for members
gf rgrhec R€tirement System and Judiciary Retirement 

'svstem 
that wifl keeo vesrino

oenems under the provisions of Act No. 91-2004, as amended and Act No. rzlrssa, 
"iamended.

. Ne$, hires entering the public service worKorce afle r July,1 2O.ll

' Any business or pubric corporation with emproyees not participating in the Retirement
Systems as of Jury 1, 2017, ra.n, through an approved ,e*rrfion by iti boaro of directorsor goveming body, join the New Defined co;tribu on plan. fird netirement sy-ienrs
Bo€rd is responsibre of estabrishing the erigibirity requirements and procedures to be
followed to join the Nei^, Defined ContrlOutioriptan.

Enrolment in the New Defined Conlribution Plan is optional for the Govemor, secretaries and chiebof agencies and.pubric corporations; assistants ind advisors of the dovemor; ,.rnu.o'or
commissions gld F"ry! appointed 

-by 
the covemoi members of tne Legi-tature, ;"J #;d"*and officials oflhe Legislature, the office of Legislalive services, tne supeinten-en* 

"r 
ir'"'Cjpit"l

Building and the ofiice of the comptroler oi puerto Rico. Atso, eniorment wil ue oftionJor
employees of departments, divisions, brreaus, offices, dependencies, puotic corporaions, anainstrumentalities of the Commonwealth of Puerto nm wo*ini ano tiving outside the ienitoriarlimrts
of Puerto Rico.

(i) Contributions

contributions by members consists, as a minimum, of an g-so/o of their compensation direc{ry
deposited in the individual member acmunts underihe New Defined ContriUution ptan creieopursuant to Act No. '10&2017. Arso, as of that date, system's participants 

"t"ii 
,"tu-no

individual contributions or payments to the accumurared plnsion benefits p"y."nt ,ilrnt'o;.
additional conlributions to ERS.

Employer contibutions made during the year ended June 30, 2023 amounted to gO.

IrlTy"r"O payrorr for the yeal ended June 30, 2023, lvas approximatery $3.7 mflrion. Additional
rnTormaron on the system is provided in irs financiar staternents for the yeai ended June 30, 2022, acopy of which can be obtained from Retirement system Administration - po Box 42003, s;;l;n,
Puerto Rico 00949.
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NOTE 8 - CONTIGENCIES

The offce is subjecl to various litigations, claims and assessments arising in the normal course of itsoperations. Management berieves thar the uttmate resoiution'oi in"." ,r[tt"o, 
"ifi;;1ilil;;iry ;,in the aggregate, will not have a material adverse effect in in" omL'" nnancial slatement or result ofoperations.

NOTE 9 - SUBSEQUENT EVENTS

The office has evarualed subsequent events through November 30,2023, the date which the financiarstalements were available to be issued. No other eivents have occuned subsequent to the it i"r"ntof cash receipts and cash disbursements year ended date and to the date tne nrianciaiGiement il=available to be issued, rhat wourd requiie additionar ao;ustrneni to, or discrosure in, tne nnancLrstaternent.
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Cash Rlc€lprs
Liccnscs
Fin€s
Testing tces
Sales of publications
Ofiar

CaBh Dlsbursements
Payoll and rstated items
'Pay go' expe.E€s
Faciliti€s and payments fur public servtces
Purchas€d sewiE
Oonations, subsidies and dbtributions
Transportation and subsbt6nce sxpsnsos
PDfBsional service aM coosultants
Matedal and supplies
Equipment purchases
Ads and media guidetirEs
Other expsBBos

Total Cash Disbursements

Excsss of cash receipts over cash
disbursements, net

12,605,214 't2,605,214 13,669.783 1,054,559

$11,,103,231
.r80,680

626,353
32,061
62.888

23,000
1,903,000

29,000
156,000

10,000
146.000

$11,403231
480,680
626,353
32.061
62.888

$12,4f0,321
483,',t92

702,U0
30,885
52.745

4,062,212

Actual

Final

21,653
941,086

Budgeted Amount

Original Flnal

Variance

Final Budget
Positivd(Negative)

$997,090
2,512

76,286
(1,176)

r10.143)

5,76s.000
1,25s.000

33,000
'1,004,000

1,702,7A8
1,255,000

11,y7
62,914

5,765,000
1,255,000

33,000
1,004,000

23.000
1,903,000

29.0@
156,000

10,000
146.000

7,924
tr,s39

25,861
255,/$5

11,486
169.698

15,076
1,354,461

3,13S
(99,4A5)
(1,€6)

t23.698)

10.324.000 10.324.0m 6.043.894 4.280.106

tL2gL214 12.261,?JA $Z-62ESE9 S5lrt4-OZi

Total Cash R€ceipts
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NOTE 1 - BASIS OF PRESENTATION

The Budgetary comparison schedure of cesh Receipts and cash Disbursements for the Generaroperationar Fund has been prepared using tne cash b;sl ,Jttio ot 
"""ornring. 

rt is drawn primar,yftom the Office's intemal accounting recoids, 
"t 

i"i' 
"r" 

tn"'0""i" for the Ofiice's Statement of CashReceipts and Cash Disbursements.

NOTE 2 - BUDGET AND BUDGETARY ACCOUNTING

The office's budget system primary purpose is to exercise contror over expenditures. Budgers areprepared annually and revised semi-annuafly as required. The budget is prepared on the saire cashbasis of accounting as appried lo the govemmentar funds in the Staemeni or casn neceifL ano
Disbursements. Budgetary contror procedures require the obrigation offunds before purchaad oro""
can be placed; that is applicable appropriations must be ,eserr-ed before purchase orders or contractscan be entered into. obrigated appropriations at year end carry over to the next year and are notreponed as part of nex yea/s budget.

For budgetary purposes, encumbrances accounring is used. The encumbrances (that is, purchase
order, contracts) are considered expenditures wheripaid.


