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[TRASFONDO

El Centro de Recaudacién de Ingresos Municipales
(“"CRIM"), es una entidad municipal creada mediante
la Ley Num. 80 del 30 de agosto de 1991, segun
enmendada, conocida como “Ley de Contribuciones
Municipales sobre la Propiedad’, como parte del
conjunto de leyes que componen la Reforma
Municipal. Esta Reforma amplia los poderes vy
facultades de los municipios y les concede por
primera vez autonomia fiscal y rompe con la visiéon
centralista que hasta entonces habia caracterizado la
administracion publica del pais.

Al amparo de la Ley 80, supra, se transfirieron al
CRIM todos los poderes, facultades y funciones
relacionadas con las contribuciones sobre la
propiedad mueble e inmueble en Puerto Rico, que
hasta el 1991 habia tenido y ejercido el Secretario de
Hacienda de Puerto Rico.

Las responsabilidades primarias del CRIM son
segregar, tasar, notificar, recaudar vy distribuir
fondos publicos provenientes principalmente de la
contribucion mueble e inmueble.

La Junta de Gobierno y la administracion del CRIM,
estan comprometidos con la aplicacion de las leyes
contributivas de forma equitativa, la implementacion
de sistemas digitalizados para agilizar el servicio a
los contribuyentes y los servicios operacionales de la
entidad, y aumentar los recaudos contributivos para
el beneficio de los municipios.

Contribuir al desarrollo de los fundamentos vy
principios de la Autonomia Fiscal de los municipios,
segun establecidos por ley.

VISION

Hacer del CRIM una entidad eficiente y efectiva que
sirva a los municipios y a los contribuyentes de forma
justa y equitativa a la vez que provea a los empleados
de un ambiente laboral del cual todos estén orgullosos
y satisfechos y que permita su desarrollo profesional.
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El pasado ano fiscal presenté grandes retos.
Durante la primera mitad del ano continuamos
con reuniones informativas con el equipo
designado por la Junta de Supervision Fiscal.
De igual forma comenzamos la implementacién
de mejoras en las aplicaciones tecnoldgicas.
SKALA, la nueva aplicacién para realizar las
tasaciones de forma digital y remota se lanzé
durante el mes de octubre 2019, permitiendo
que el personal que realiza las valoraciones de
propiedad inmueble ahora pueda completar el
proceso de forma 100% digital.

Ante unaisla todavia golpeada porlos Huracanes
Irmay Maria. Lasegunda mitad delano comenzé
con los terremotos en el sur de la Isla, situaciéon
que presentd grandes preocupaciones sobre
el bienestar de nuestros contribuyentes. En
marzo 2020, llegd la pandemia del COVID-19.
El alto compromiso de los equipos de trabajo
de CRIM se dej6 sentir en los Ultimos meses el
ano. Adelantamos otro proyecto de tecnologia
en el plan de trabajo para lanzar el nuevo portal
de servicio al contribuyente que nos facilité el
trabajo remoto. Todo el personal de la Agencia
continué sus labores de forma remota hasta
el mes de junio cuando nos reincorporamos
fisicamente al servicio.

Felicito al gran equipo de servidores publicos
que demuestran todos los dias su gran sentido
de urgencia para cumplir con la responsabilidad
primaria del Centro de Recaudacioén de Ingresos
Municipales, de tasar, notificar, recaudar y
distribuir los fondos publicos provenientes de
las contribuciones por propiedad.

Confio que este informe anual les brinde la
informacién que asi lo evidencia.

Honrado de servir a Puerto Rico.

Reinaldo Paniagua Latimer
Director Ejecutivo del CRIM
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Enel4toano Presidiendo la Junta de Gobierno del
Centro de Recaudacién de Ingresos Municipales
experimentamos retos aun mayores de los que
habiamos manejado en los pasados anos.

Si grandes eran los retos que enfrentdbamos
a nivel municipal méas aun con la llegada de los
terremotos en el sur de la isla seguidos por la
pandemia del COVID-19.

En adiciéon a los compromisos administrativos
qgue tiene la Junta de Gobierno, trabajamos
intensamente en las negociaciones con la Junta
de Supervision Fiscal. A pesar de que todos
queremos el bienestarde Puerto Rico, no siempre
estuvimos de acuerdo, pero hago énfasis en que
respetuosamente logramos encaminar nuestras
diferencias y seguir adelante. Continuaremos
luchando por el bienestar de nuestro pueblo,
sirviendo a nuestra gente.

Agradecemos a cada contribuyente que a pesar
de las situaciones fiscales individuales que
atraviesan, cumplen con su deber del pago de
la contribucién sobre la propiedad, aportando al
desarrollo de nuestro pais.

EnlaJunta de Gobierno estamos comprometidos
con los mas altos estandares de servicio.

Desde el CRIM estamos para servirle.

Hon. Javier Carrasquillo Cruz
Presidente Junta de Gobierno CRIM
Alcalde de Cidra
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|ORGANIGRAMA
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JUNTA DE GOBIERNO

Hon. Javier Carrasquillo Cruz
Alcalde de Cidra, Presidente

Hon. Enrigue Questell Alvarado
Alcalde de Santa Isabel, Vice Presidente

Hon. William Alicea Pérez
Alcalde de Aibonito, Secretario

Hon. Jesus E. Colén Berlingeri
Alcalde de Orocovis, Tesorero

Hon. Ramon L. Rivera Cruz
Alcalde de Bayamon

Hon. Alfredo Alejandro Carriéon
Alcalde de Juncos

Hon. Jorge L. Marquez Pérez
Alcalde de Maunabo

Hon. Carmen Yulin Cruz
Alcaldesa de San Juan

Hon. William Miranda Torres
Alcalde de Caguas

Omar Marrero
Autoridad de Asesoria Financiera y Agencia Fiscal (AAFAF)

Omar Negron
Asesor de Asuntos Municipales en Fortaleza
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IDIRECTORES DE UNIDADES DE APOYO OPERACIONAL

Lcdo. Esdras Vélez Rodriguez
Subdirector Ejecutivo de Operaciones

Ulises Feliciano Troche
Director Catastro Digital

William Arroyo Rivera
Director de Oficina Gerencia de Sistemas de Informacion (OGSI)
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IDIRECTORES DE UNIDADES ASESORIA ADMINISTRATIVA

CPA Diana Claudio Sauri
Directora de Finanzas

Pedro Ortiz Pagan
Director de Servicios Administrativos

Alexis Acevedo Colén
Director de Asesoramiento Legal

Omar Rivera Meléndez
Director Recursos Humanos

CPA Carlos Garcia Rosado
Director de Auditoria




/GRUPO EJECUTIVO

Luis Torres Torres
Subdirector Ejecutivo de Administracion

Denise Segarra Hernanséiz
Ayudante Ejecutivo

Maria Paris Marcano
Ayudante Ejecutivo

Glendaly Russe Meléndez
Ayudante Ejecutivo

Lcda. Laura RechaniYdrach
Ayudante Ejecutivo

Carmen Santos Otero
Secretaria Confidencial del Director

Eliza Fontanez Fontdnez
Ayudante Administrativo

Arlene Duteil Bibiloni
Ayudante Administrativo

Jailyn Rivera Meléndez
Secretaria de la Junta de Gobierno
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El CRIM continua la transformacion operativa que comenzé a finales del ano 2018 centrada
en la sustitucién de aplicaciones y sistemas obsoletos; implementaciéon de mejores practicas
administrativas; y descentralizacion y reingenieria de procesos para mejorar el servicio a los
contribuyentes.

IPLAN ESTRATEGICO A CINCO (5) ANOS

En 30 de septiembre de 2016 la Junta de Supervision Fiscal designé al CRIM como una de las
entidades cubiertas bajo la Ley PROMESA (Puerto Rico Oversight, Management and Economic
Stability Act). El 19 de mayo 2019, la Junta de Supervision Fiscal le solicitd al CRIM el plan y
presupuesto fiscal a cinco (b) anos, con los siguientes requisitos:

Incrementar la cantidad de propiedades registradas

Corregir la clasificacién de propiedades

Incrementar el porciento de recaudos

Reducir la cantidad de propiedades con exoneraciones o exenciones
Aumentar la cantidad de tasadores contratados

Las medidas en este plan estratégico estan enfocadas en mejorar las operaciones y aumentar
los recaudos por concepto del pago de la contribuciéon sobre la propiedad tomando en
consideracion que los municipios enfrentan una nueva realidad.

Las medidas toman en consideracion:

¢ BUsqueda de eficiencias operacional — mediante la transformacion operacional que incluye
los cambios en aplicaciones o sistemas de informacion, cambios en equipos de tecnologia,
implementacion de buenas practicas, reingenieria y descentralizaciéon de procesos. Estas
iniciativas sirven como la base que le permitird al CRIM implementar nuevas estrategias que
redunden en el incremento en recaudos.

* Mejoras en el cobro de contribuciones — el plan estratégico a cinco (5) anos detalla las
iniciativas que el CRIM ejecutaré para capturar el recaudo de contribuciones de propiedades
que no estaban registradas en la Agencia, propiedades sin tasar y propiedades con mejoras no
reportadas.

Para el logro exitoso de estas iniciativas es importante el CRIM cuente con el apoyo de los
Municipios y otras agencias gubernamentales.

Luego de varios meses de negociacion entre la Junta de Supervision Fiscal y el CRIM, en junio
2020 se publico el plan fiscal a cinco (b) anos.
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|OFICINA DE SERVICIOS OPERACIONALES

El Area de Servicios Operacionales se compone de las siguientes oficinas: Unidad Servicios
Técnicos y Cobros y Embargos y Procesos Centrales. Dentro de las funciones que se realizan
se encuentran la facturaciéon y cobro, anotaciones de embargos, aplicacién de cobros por
evidencias, autorizacion de reintegros y determinar balances de cuentas vendidas. También se
supervisan las tasaciones para fines contributivos, las tasaciones de mercado, se desarrollan
procedimientos operacionales, se aplican exenciones de distritos especiales y de agencias, se
verifican los datos de las tasaciones entradas al sistema y se monitorea los reportes que se
generan del sistema mecanizado.

CitasCrim

Asi de répido y facil
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|PROPIEDAD INMUEBLE

Las contribuciones sobre la propiedad inmueble se determinan de acuerdo con los valores
tributables establecidos por el CRIM al 1 de enero de cada ano, la cual se paga por adelantado
en la fecha de vencimiento del 1ro de julio y 1ro de enero, con un periodo de gracia de noventa
(90) dias después de la fecha de vencimiento.

Al finalizar el aho fiscal 2019-2020 contamos un registro de 1,325,578 propiedades inmuebles
tasadas para fines contributivos. A continuacién, se presenta una grafica de la relacién
comparativa de base tributaria:
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INVENTARIO DE PROPIEDADES TASADAS

Al 30 de junio de 2020 continua un aumento consistente en el registro de propiedades
tasadas del CRIM, que tributan, aumentando el importe de facturacion por concepto de
contribucion sobre propiedad inmueble, segln se presenta en la préoxima gréfica:
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|PROPIEDAD MUEBLE

La contribucion sobre la propiedad mueble se determina de acuerdo con los valores contributivos
autoimpuestos por el contribuyente al 1ro de enero de cada ano, informado en la planilla de
contribuciéon sobre la propiedad mueble. Dicha propiedad se informa en las planillas que se
radican anualmente, el dia 15 de mayo.

La propiedad mueble se define como propiedad tangible e intangible utilizada en la industria
0 negocio gue no indiquen permanencia y se puede mover facilmente de un lugar a otro. Es
decir, maquinarias, vasijas, instrumentos o implementos no adheridos a un edificio o al suelo
que indigue permanencia.

Durante este ano fiscal se continuaron las mejoras a la plataforma digital funcional lanzada
en mayo 2018 para la radicacion de la planilla mueble. Existen dos objetivos importantes que
continuamos reforzando: (1) radicar electrénicamente de manera facil; y (2) eliminar visitas
fisicas innecesarias a las oficinas, evitando filas y demoras en las ejecutorias.

Durante el ano fiscal 2019-2020 se recibieron 91,950 planillas de contribucién sobre la propiedad
mueble. Debido a la pandemia del COVID-19 y el cierre total de las operaciones en el 16 de
marzo de 2020, la fecha de radicacién de la planilla mueble del aho econdmico 2019 se extendid
al 1 de agosto de 2020, provocando un retraso en la distribucion a los municipios para el afo
fiscal 2019-2020.
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|OFICINA DE SERVICIOS
CORPORATIVOS Y BANCA

La oficina de Servicios Corporativos y Banca se
cred en junio 2018 con el objetivo de ofrecer
a las instituciones financieras, inversionistas,
desarrolladores, aseguradoras de titulo de
propiedad y bufetes especializados en la
gestion hipotecaria, un servicio rapido, agil y
sobre todo personalizado, todo en un mismo
lugar. Luego de dos (2) anos operando,
la unidad sirve sobre ciento cuarenta (140)
clientes y sobre mil cien (1,100+) usuarios.

Durante los meses de agosto y septiembre
2019 se ofrecieron adiestramientos al
personal que trabaja con las gestiones de
retencién de contribuciones a través de
las instituciones financieras, aseguradoras,
bufetes, cooperativas e inversionistas en la
isla. El objetivo de estos adiestramientos
fue presentar la nueva aplicacion “web-base’
sin limitaciones de cantidad de usuarios, que
ofrece una alternativa rapida y eficiente a las
instituciones financieras para la gestién de
calculo, retencion y pago de contribucién de
nuevas propiedades de nueva construccién sin
tasar conocido como tasaciones preliminares,
gue ya cuentan con numero de catastro.

Ahora hacemos este proceso mas facil ya
que estos pudieron eliminar el papeleo, la
mensajeria y los procesos burocraticos que
hasta el presente han dilatado los procesos de
reconocimiento del pago. Mediante el acceso
al sistema, los clientes de la oficina de Servicios
Corporativos y Banca entran la informacion
requerida para completar la transaccioén, pagan
y remiten electrénicamente cada caso.

Aprovechamos la ocasion para repasar los
servicios ofrecidos desde la nueva oficina de
Servicios Corporativos y Banca. Algunos de

los temas discutidos fueron: el nuevo sistema
para manejo de tasaciones preliminares,
que casos cualifican, manejo de casos que
no cualifican, mejoras al catastro digital y
como estas pueden ayudar en el proceso
de tramitar los préstamos hipotecarios, asi
como las mejores practicas para procesar los
casos en esta nueva oficina, entre otros. Los
participantes nos dieron su opinién sobre los
adiestramientos, un 98% catalogd la sesién
de adiestramiento en los dos rangos mas
altos, Excelente y Muy Bueno.

Pero eso era solo el comienzo, en mayo
2020 se lanzd el nuevo portal de servicios
corporativos y banca. Este nuevo portal
es ahora el vehiculo para que los clientes
y usuarios del portal anterior de banca
envien todas sus solicitudes de servicio
al CRIM. Este nuevo portal se hace mas
importante como resultado de la pandemia
del COVID-19. EI NUEVO portal ahora les
permite: enviar sus solicitudes de servicio,
tales como segregaciones, agrupaciones,

rectificacién de cabida, cambios de duefo,

exoneraciones, exenciones, exoneraciones

retroactivas, articulo 3.30, transferencias,

tasaciones, tasaciones preliminares, entre

otros. Todo esto eliminando el manejo de
papel y presentandole ahorros en gasto de
documentacion, mensajeria, gestoria, asi
como el tiempo para el manejo de todas las
gestiones.



|OFICINA DEL PROYECTO
ESPECIAL “CRIM AL DIA”

“CRIM AL DIA" forma parte de las iniciativas
que tiene como objetivo agilizar el servicio
al contribuyente y aumentar los recaudos
municipales por concepto de la contribucion
sobre la propiedad. Esta iniciativa comenzé
en septiembre de 2018 para brindar apoyo a
las oficinas regionales, con el propdsito de
eliminar los trabajos en retraso para operar
de una manera eficiente. Por otro lado,
permite la oportunidad de maximizar los
recursos disponibles para la fiscalizacién de
las contribuciones sobre la propiedad.

Ante un nuevo resurgir de la industria de la
construccion era vital tener un departamento
dentro del CRIM con la experiencia necesaria
que pueda fungir como un facilitador para
atender las necesidades de este sector. Se
afadieron nuevas funciones a CRIM AL DIA
entre las que se encuentran ser enlace entre
el CRIM y la Asociacion de Constructores. De
esta manera se busca agilizar las solicitudes
y dicho sector no se vea afectado debido
algun atraso de los trabajos en las oficinas
regionales.

i
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INUEVO CENTRO DE SERVICIOS
ALCONTRIBUYENTE (CALL CENTER)

En julio 2019 se completé el proceso de
centralizar todas las llamadas entrantes al
CRIM redirigiendo estas al NUEVO CENTRO
DE SERVICIOS AL CONTRIBUYENTE con el
objetivo de solucionarle al contribuyente en
una sola llamada. Se implementaron mejoras
a los sistemas de tecnologia telefénica
para propoésitos de calidad que le brindan al
contribuyente transparencia en los servicios
ofrecidos. Se implementd a su vez la opcién
en el sistema telefénico de grabar el 100%
de las llamadas y monitorear las mismas para
asegurar un servicio de calidad. En nuevo
centro de servicios al contribuyente comenzé
a operar a mediados del mes de septiembre
2019.

Ahora el nimero de teléfono (787) 625- CRIM
responde las llamadas a tiempo incluyendo
los dias feriados y sabados en temporada alta.
Como resultado de la Pandemia COVID -19
las oficinas de CRIM cerraron desde marzo 12
hasta junio 16, 2020.

Durante estos meses el Nuevo Centro de
Servicios al Contribuyente  permanecio
ABIERTO, asistiendo y aclarando dudas de
los contribuyentes y cobrando contribuciones
sobre propiedad mueble e inmueble. Desde
el pasado mes de Julio 2019 los volumenes
de llamadas entrantes han experimentado un
incremento de sobre el 70%. Los resultados
acumulados para el 2019-2020 presentan una
reduccion en la tasa de abandono de 72% a
10%. Al cierre del mes de junio 2020 se habian
atendido sobre 96,400 llamadas y cobrado
sobre $12.4 millones desde su apertura en
septiembre 2019.

En resumen, durante el pasado aino
reforzcamos los canales alternos de
servicio, el Nuevo Centro de Servicios al
Contribuyente y el Nuevo portal digital,
los que contribuyen a la migracion de
servicios creando nuevas oportunidades
para servir al contribuyente diligentemente
en cualquiera de los canales que el
contribuyente prefiera.



Llama al

(787)

625
CRIM

(2746)
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|OFICINA DEL CATASTRO DIGITAL

El Catastro Digital de Puerto Rico es el inventario comprensivo de los bienes inmuebles del pais
a los fines de la imposiciéon de contribuciones. La Oficina del Catastro Digital estd compuesta por
personal técnico a cargo del mantenimiento del mapa parcelario y la actualizacién de nimeros
de catastros en el sistema contributivo.

Durante los pasados anos se llevé a cabo la adquisicion de nueva infraestructura tecnoldgica
y la actualizacién de programas y aplicaciones que viabilizaron la integracion de sistemas
incorporando los elementos cartogréaficos a las operaciones rutinarias del Centro y proveyendo
los fundamentos para nuevas iniciativas y proyectos de gran impacto. A continuacién, los
proyectos sobresalientes del area:

NUEVA INFRAESTRUCTURA TECNOLOGICA

Se culmind la implementaciéon de la nueva infraestructura tecnoldgica en un ambiente de alta
disponibilidad. Esta infraestructura provee una base tecnoldgica robusta a través de la cual las
dependencias municipales, usuarios autorizados y el publico pueden tener acceso a mapas
inteligentes, herramientas de analisis y aplicacion de mapas para apoyar los procesos de toma
de decisiones.

MEJORAS AL PORTAL CATASTRO DIGITALY LA APLICACION DE PRODUCTOS
CARTOGRAFICOS

La nueva versiéon del portal del Catastro Digital provee para el desarrollo de mas y mejores
herramientas para la consulta y analisis espacial y mejorando significativamente el desempeno y
disponibilidad de aplicaciones. Las aplicaciones proveen herramientas de blsqueda y seleccion
de parcelas, presenta imagenes aéreas de fondo y otros elementos como estructuras y piscinas.
También permite nuevas metodologias de integracion y andlisis.

48.203
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La aplicacion del Catastro Digital en linea presenta nueva informacién integrada a otros datos
provenientes del sistema contributivo como valores de tasacion, duenos y fechas de venta.
Entre las caracteristicas mas importantes estan:

a) Apoyo a diversos dispositivos sin necesidad de instalaciones adicionales (plugins).

b) Campo de busquedas por nimeros de parcela, catastro, duefo y direccion.

c) Acceso a mapas catastrales (pdf)

d) Apoyo a sistema de referencia espacial NAD83

[ e——

La aplicacion de acceso publico de Productos Cartograficos ha sido mejorada para proveer un
mejor desempeno y seguridad. Esta provee una plataforma para la generaciéon y compra de
dichos productos. Esta aplicacion extiende los servicios que ofrece el CRIM por internet al
proveer un mecanismo que la ciudadania pueda adquirir por internet los productos cartograficos
sin mediar una vista fisica al Catastro Digital u oficinas regionales.

Proximamente se incorporardn nuevas aplicaciones para analisis de valores contributivo,
comparacion de fotos aéreas historicas, galerias de mapas para impresién y nuevas herramientas
de apoyo a los usuarios.
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CASOS Y PARCELAS GENERADOS

Durante el ano fiscal 2019-2020 se generaron 3,520 parcelas como resultado de 1,925 casos
de segregaciones y agrupaciones trabajados en comparacion a 4,909 parcelas de 2,167 casos
en el ano fiscal 2018-2019. Las figuras a continuacion presentan el comparativo de estos anos
fiscales y el impacto del periodo afectado directamente por la pandemia del COVID-19.

PARCELAS GENERADAS
2018-2019 y 2019-2020

257

293

JUL AGO SEP OCT NOV DIC ENE FEB MAR ABR MAY JUN

() 2018-2019 () 2019-2020

APOYO AL OTORGAMIENTO DE PRESTAMOS FEDERALES PARA MEJORAS (SBA)

Como parte del apoyo a los servicios brindados por el gobierno federal, el CRIM ha facilitado el
proceso de aplicaciones para préstamos federales. Se le brindé informacion de los propietarios
y las parcelas directamente a SBA para asegurar un tramite rapido en la otorgacién de los
préstamos para ayudar a nuestra poblacion y a la economia. Durante el afo fiscal 2019-2020 se
procesaron 134 hojas de informacion para préstamos.

____________
-----
_____
- ~
- ~
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\UNIDADES DE APOYO OPERACIONAL

OFICINA DE GERENCIA DE
SISTEMAS DE INFORMATICA
(oGsi)

En la Oficina de Gerencias de Sistemas de
Informatica (OGSI) hemos realizado cambios
desde su infraestructura hasta su tecnologia.

MEJORAS EN LA ESTRUCTURA

Durante los pasados meses se completd la
implementacion de Cortex “(Next Generation
Antivirus”). Se instal6é esta herramienta la
cual estd basada en el comportamiento de
los equipos, creando una mayor seguridad al
bloguear amenazas de primera intencién.

RELOCALIZACION Y REDISENO DEL
HARDWARE

Se realizaron cambios al “data center” en
cumplimiento con los estandares establecidos
para los servidores, donde se separd el
espacio fisico del &rea comun de Sistemas de
Informatica.

NUEVA APLICACION DE TASACION
(SKALA)

En octubre 2019 se lanzé la nueva aplicacion
automatizada de tasacién de valoracion
cientifica de propiedad inmueble. Por
primera vez el personal que realiza tasacion
puede completar la misma sin necesidad de
tener que referirse a las tablas de los libros
del ano 1957 para realizar los célculos. Esta
herramienta provee todas las férmulas en la

nueva aplicacion SKALA. La misma dispone
de maddulos y funciones de configuraciones
y definiciones de valores y pardmetros para
realizar la tasacion de una propiedad inmueble
residencial, comercial o industrial. Adicional,
permite acceso a toda informacién sometida
por el contribuyente durante el proceso de
tasacion de la propiedad. Entre las varias
funciones de SKALA se incluye los siguientes
pasos: registro de los datos de los casos
incluyendo interfase digital al Catastro Digital,
distribuciéon automatica de casos, preparacion
de ruta del tasador, supervisidon de casos,
maodulo de tasaciones, informes y estadisticas
y administracion.

En la nueva aplicacion SKALA tenemos los
datos de las sobre 200,000 propiedades
tasadas que residian en los sistemas
anteriores, haciendo el proceso de evaluaciéon
de comparables mas rapido y eficaz sin tener
que acceder varios sistemas.

CREACION DE ARCHIVO DIGITAL

Se creo un archivo informativo tipo biblioteca
virtual (DATAWAREHOUSE) que contiene
datos actuales vy almacena informacién
histérica catastral, de valoracién y recaudos,
utilizada para generar diferentes reportes.

ACUERDOS COLABORATIVOS

AAA - se instal6 fibra con el proveedor de
servicios de PREPA y se hizo un tunel para el
traslado de informacién de los archivos que
contienen todas las direcciones de laAAA. Este
esfuerzo va dirigido a mejorar la calidad de las



direcciones postales al compartir o comparar
la informacion contenida en los archivos de la
AAA y disminuir las facturas devueltas.

Hacienda - creamos un tunel virtual con
seguridad para el intercambio de datos de
las planillas informativas cuando se realizan
compras de propiedades. Al momento se
le estd dando seguimiento al equipo del
departamento de Hacienda para completar la
conexion.

NUEVO PORTAL CRIMPR.NET -actualizacion
de los portales de acuerdo con la vision de
la Agencia y mejorar la integracion entre
los componentes vy funcionalidades que
son ofrecidas al publico, contribuyentes,
municipios e instituciones financieras. Con
esta iniciativa: se redisend el portal ofreciendo
un manejo mas efectivo de los diferentes
modulos, se provee mas informacion vy
funciones al contribuyente con relacién a su
propiedad, se integraron los sub-portales
(E-mueble, Catastro, SKALA vy Finanzas
Municipales), y se mejoro la integracion de los
municipios e instituciones financieras para un
mayor acceso a la informacion, y procesos del

CRIM.
MODELO INTEGRADO
DEL PORTAL ELECTRONICO

pUBLICO

Trabaja para ti
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DISTRIBUCION DE LAPTOPS
(TELE-TRABAJO)

Debido a la pandemia del COVID-19
salvaguardamos el recurso humano para
que no se vea afectado y a la vez poder dar
continuidad a los trabajos. Se completd la
distribucién de laptops a empleados para
trabajo remoto. Con una conexién segura
a través de VPN, lo cual es una extension
de la seguridad implementada en el CRIM
y debidamente monitoreada. Para esto se
adiestré y se distribuyeron manuales a los
empleados en cuanto al uso del VPN, Microsoft
Teams y One Drive.
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/OFICINA DE VISITAS
ADMINISTRATIVAS

La Oficina de Revisiones y Vistas
Administrativas tiene la responsabilidad de
atender las reclamaciones de contribuyentes
gue no estan conformes con la notificacion de
la imposicion contributiva sobre su propiedad
inmueble, o de aquellas en que el contribuyente
solicita reconsideracion de una determinaciéon
de deficiencia sobre su propiedad mueble.
Para todos estos casos, se emite una decision
que es suscrita por el Director Ejecutivo vy
dirigida a la oficina regional correspondiente
para que se actle acorde a la misma. Los
contribuyentes cuentan con la disposicion
para acudir al tribunal de primera instancia si
aun quedasen inconformes.

Ademads, aquellas decisiones emitidas por
las oficinas regionales que, a tenor con el
Reglamento 8710 sobre Procedimientos
Adjudicativos, quedan sujetas a un proceso
de evaluacion. Estas incluyen cualquier tipo
de determinacion dirigida a un contribuyente
mediante comunicacién escrita. También se
provee al contribuyente el derecho a acudir al
tribunal.

Esta oficina comenzd operaciones en febrero
de 2019 de manera separada e independiente
de la Oficina de Asesoramiento Legal, donde
estuvo adscrita desde los inicios del CRIM.™

V' Resolucion 2019-36 de la Junta de Gobierno del CRIM.
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|OFICINA DE FINANZAS

La Oficina de Finanzas ofrece colaboracién y apoyo al Director Ejecutivo en la formulaciéon e
implementacion de la politica publica concerniente a las actividades de generacién de ingresos,
inversiéon y financiamiento. Asimismo, se ofrece apoyo a los diferentes departamentos
operacionales y oficinas administrativas en los procesos de administracién de presupuesto,
desembolsos de fondos publicos y contabilidad del CRIM.

La Oficina estd compuesta por tres areas funcionales: (1) Gerencia y Presupuesto; (2) Finanzas
Administrativas; y (3) Finanzas Municipales.

FINANZAS MULTIPLES

Hemos contabilizado la contribucién sobre la propiedad mueble e inmueble recaudada en este
ano fiscal, por un total de $1,079.6 millones, de los cuales $649.1 millones corresponde a la
contribuciéon sobre la propiedad inmueble y $430.5 millones provienen de la contribucién sobre
la propiedad mueble. En total, hubo una disminuciéon temporera neta de $37.3 millones en
cobros de contribucién en comparacién con el ano fiscal anterior.

La siguiente grafica presenta un comparativo de los recaudos de la contribucién sobre la
propiedad mueble e inmueble en los pasados cinco (5) anos:

$1,16.9

A $1,050.0 $1,029.0 o $1,079.6
g sLuo $1,015.2¢— — —c — e
s $855
$608.1 $640.8 $639.3 $694.5 $6491
$570
$407.1 $409.3 $389.7 $422.4 $430.5
$0
AF2016 AF2017 AF2018 AF2019 AF2020
® muEsLe $407.1 $409.3 $389.7 $422.4 $430.5
® nmvueste $608.1 $640.8 $639.3 $694.5 $649.1
O o $1,015.2 $1,050.0 $1,029.0 $1,16.9 $1,079.6
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En este ano fiscal 2019-2020, es importante establecer que, aun con los acontecimientos
imprevistos de los sismos (enero 2020) y la pandemia por COVID19, decretada desde marzo de
2020, se logroé recaudar $50 millones més que en el afo 2018, afo afectado por los huracanes
Irma y Maria. Esto valida que las iniciativas del CRIM han logrado un aumento de propiedades
gue generan nuevas contribuciones.

En términos porcentuales, en este ano fiscal el recaudo por concepto de contribucién sobre
la propiedad inmueble ha disminuido en relacién con el total de recaudos de la contribucioén,
segun se muestra en la siguiente gréfica:

@ mueBte () INMUEBLE

No obstante, esta disminucion no se considera recurrente dado que es un efecto de la situaciéon
econdmica a causa de la pandemia COVID19 que atraviesa Puerto Rico. Para el proximo ano
fiscal, proyectamos que dicha situacion debe estabilizarse.
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LIQUIDACION ANUAL

Realizamos la liquidacion anual, distribuyendo a los municipios $599.4 millones, segun se
desglosa a continuacion:

CONTRIBUCION MUNICIPAL SOBRE LA PROPIEDAD
MUEBLE E INMUEBLE:

Contribucién Basica $341,249,1778

Contribucién del 1% y 3% al Fondo de Equiparacién $241,573,592

ASIGNACIONES ESTATALES

35% de los Ingresos Netos de la Loteria Electrénica $16,669,127

TOTAL INGRESOS DISTRIBUIDOS $599,491,897

Los fondos de la Contribucion Basica Municipal es la porcion de la contribucion que se distribuye
alos municipios. Estos fondos provienen del 6% de la contribucion sobre la propiedad inmueble
y el 4% de la contribucion sobre la propiedad mueble. Este porcentaje forma parte de la tasa
contributiva de cada municipio.

La Contribucién Béasica Municipal se compone de la porcién Basica No Exonerada, que se
distribuye directamente a los municipios; y Equiparacién 1% y 3%, la cual representa el 3%
de la contribucién basica municipal de la propiedad inmueble y el 1% de la contribucién basica
municipal de la propiedad mueble. La porcién de Equiparacion 1% y 3% se distribuye a los
municipios a través del Fondo de Equiparaciéon. Presentamos la grafica que muestra cémo ha
ido en aumento los ingresos de la contribucion que van directo a los municipios, en los pasados
cinco (b) anos:

CONTRIBUCION BASICA MUNICIPAL (Basica No Exonerada & Equiparacién 1% y 3%)
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Este ano fiscal, la Contribucién Bésica Municipal disminuyé por $26.6 millones en comparacion
con el ano anterior, lo que representa una reduccion 4.6% de los ingresos destinados para la
operacion de los municipios. La Contribuciéon Adicional Especial (CAE) continta siendo el recurso
fundamental en los municipios para la realizaciéon de obras capitales, mejoras permanentes y
proyectos esenciales para el mantenimiento de servicios esenciales. Durante el ano 2019-
2020 hubo una disminucion neta por $6.9 millones en comparacion con el afo anterior, para un
recaudo total de $377.0 millones; lo que representa una disminucién de un 1.8% comparado
con el recaudo del CAE en el aho anterior, seguiin se muestra en la siguiente grafica:
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El Fondo de Redencion de la Deuda Estatal (FRDE) es la aportacion municipal al gobierno
central, equivalente al 1.03% de la tasa contributiva, segun establecido en la Ley NUum. 80-1991.
El recaudo de la contribucion destinado para el FRDE disminuyé por $3.9 millones, equivalente
a un 3.3% en comparacion con el aho anterior.
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A continuacion, presentamos un resumen de las fuentes de ingresos que recibe el CRIM y el
desglose de la distribucion a municipios y fondos de redencion:

FUENTES DE INGRESO MUNICIPAL ($ MILLONES)

CONTRIBUCION GOBIERNO ESTATAL 2016 2017 2018 2019 2020
Rentas Internas Netas / Asignacién Estatal $227.58 $227.58 $219.73 $175.78 - (a)
Propiedad Exonerada $86.10 $86.10 - - -

CAE Exonerado $30.19 $30.19 - - -
Veinte Centésimas $16.72 $16.72 - - -
SUBTOTAL $360.59 $360.59 $219.73 $175.78 -

35% de Ingresos Netos de la Loteria Electrénica 5119 45,95 36.65 55.09 16.67
SUBTOTAL $411.78 $406.54 $256.38 $230.87 $16.67

CONTRIBUCION SOBRE LA PROPIEDAD
Contribucion Mueble e Inmueble $1,015.25 $1,050.01 $1,029.08  $1,116.99 $1,079.63

TOTAL DE INGRESOS $1,427.03 $1,456.55 $1,285.46 $1,347.86 $1,096.30

DISTRIBUCION DE INGRESOS ($ MILLONES)

FONDOS DE REDENCION DE LA DEUDA 2016 2017 2018 2019 2020
PUBLICA ESTATAL Y MUNICIPAL

Fondo de Redencién Deuda Municipal

[Contribucién Adicional Especial (CAE)] $370.03 $380.17 $351.42 $383.93 $377.07
Fondo de Redencién Deuda Estatal 115.45 118.56 114.03 123.61 119.73
Fondo General 0.02 0.02 0.02 0.02 0.01
SUBTOTAL $485.50 $498.75 $465.47 $507.56 $496.81
Liquidacién a Municipios $941.53 $957.80 $819.99 $840.30 $599.49

DISTRIBUCION TOTAL $1,427.03 $1,456.55 $1,285.46 $1,347.86 $1,096.30

a) En el ano fiscal 2019-2020 estuvo vigente la Ley Num. 29-2019, la cual establece que los municipios aportaran al Fondo de
Equiparacion lo equivalente al 50% de la aportacién a la ASES y el 90% de la aportacién por concepto de “PayGo” Esta aportacion
municipal asciende a $202.9 millones. La Junta de Supervision Fiscal demanda al Gobierno de Puerto Rico, peticionando la nulidad
de dicha Ley. ElTribunal Federal emite sentencia en abril de 2020, concluyendo que dicha Ley es nula. En acuerdo con la Junta
de Supervisién Fiscal, considerando el efecto negativo de ajustar los presupuestos de los municipios retroactivamente y que
estaban en medio de la emergencia decretada en marzo de 2020 por la pandemia del COVID19, se determina concluir el afio con
la asignacion municipal de la Ley Num. 29.
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La asignacion estatal para este ano fiscal, por $131.8 millones, se asigné para el pago de la
deuda por concepto de la aportacidon municipal a la ASES y “PayGo” de los municipios, que se
reconoce con la anulacion de la Ley Num. 29.

FINANZAS ADMINISTRATIVAS: PRESUPUESTO Y CONTABILIDAD

La fuente principal de ingresos del CRIM proviene del cinco por ciento (5%) de la contribucion
Basica Municipal que se genera de los cobros de los setenta 'y ocho (78) municipios. En este afo
fiscal, esta fuente de ingresos representd el 94.1% de los ingresos operacionales. Adicional,
el CRIM genera ingresos por el cobro de otras actividades, tales como: acceso a entidades
bancarias y financieras dedicadas a la industria de bienes raices a los datos de propiedades de
contribuyentes; venta de certificaciones y mapas; e intereses bancarios.

Para el ano fiscal 2019-2020 el presupuesto operacional del CRIM ascendié a $30.2 millones;
de los cuales $21.5 millones se invirtieron en némina, lo que representa el 71.3% del ingreso;
y $7.4 millones se utilizaron en gastos operacionales recurrentes, lo que representa el 24.5%
del ingreso.
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|OFICINA DE ASESORAMIENTO LEGAL

|. PERFIL DE LA UNIDAD

La Oficina de Asesoramiento Legal brinda
servicios especializados, asesorando a la
Junta de Gobierno, al Director Ejecutivo sobre
los asuntos legales internos y externos; vela,
ademas, porque se cumpla con la legislacién y
reglamentacion vigente. EvalUa proyectos de
ley y asesora al Director Ejecutivo y a la Junta
en cuanto a la posicién a adoptar con relacién
a estos. Prepara proyectos de reglamentos
a tenor con la legislacién en vigor y procesa
los mismos para que se registren segin se
provee en ley. En adicién, trabaja los casos de
Acuerdos Finales, segun el Reglamento Num.
9123 del 8 de noviembre de 2019, “Reglamento
de Acuerdos Finales y Compromisos de Pago
de la Contribucion sobre la Propiedad Mueble
e Inmueble. Asesora e interpone los remedios
legales necesarios ante los tribunales tanto
estatal como federal (Tribunal de Quiebra) vy
Su comparecencia en representacion de la
agencia ante estos. Ademas, prepara, otorgay
notifica a la Oficina del Contralor los contratos
de servicios profesionales, técnicos y de
servicios del Centro.

Il. RESUMEN DE CASOS DE ACUERDOS
FINALES

Inventario de Casos de Acuerdos Finales
Firmados

La Oficina de Asesoramiento Legal comenzé
a manejar en propiedad los Acuerdos finales
y Compromisos de pago desde el 12 de
septiembre de 2019. Por razén del aumento
en solicitudes en tiempos recientes, se ha
asignado personal adicional a tiempo completo
para recibir, cotejar y analizar las solicitudes
de acuerdos finales y compromisos de pago
de manera que el proceso sea mas rapido y
efectivo. Durante este ano se recibieron 396
solicitudes de acuerdo final, de las cuales 284

se encuentran en alguna de las distintas etapas
del proceso luego de la evaluacion del Comité
de Acuerdos Finales. Especificamente desde
enero 2020 se asigno personal para el analisis
de las solicitudes presentadas y la redaccién
de informes con las recomendaciones del
Comité. Ello representd que en sélo seis
mesesy (eneroajunio 2020) el Comité evaluara
un total de 193 de las solicitudes recibidas en
13 reuniones y se adelantara la redaccién de
116 informes de recomendacién, incluso a
pesar del cierre decretado por la pandemia
de COVID-19. Durante el ano fiscal 2019-20 el
Comité considerd un total de 387 solicitudes,
un aumento de 26% en comparacién con
el ano fiscal anterior, y se redactaron 219
informes, representando un aumento de 10%
en comparacioén con el ano fiscal anterior. De
los casos evaluados por el Comité al cierre del
ano fiscal se completaron 156. Los trabajos
del equipo de Acuerdos Finales representan
un aumento en recaudos de deudas vencidas
que ascienden a un total de $6,791,18757
para el ano fiscal 2019-2020, una suma que,
de otra manera, no hubiéramos podido cobrar
0 cuya gestién de cobro seria mas compleja,
costosa o tomaria mas tiempo.

Los Acuerdos Finales como mecanismo de
cobro bajo esta administracion representan
un recaudo que se estima en $22. millones
de dolares desde al ano contributivo 2018-19
hasta el junio 30, 2020.
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lll. LEYES, REGLAMENTOS,
CARTAS CIRCULARES Y ORDENES
ADMINISTRATIVAS

A continuacién, se hace un desglose de las
leyes, reglamentos, cartas circulares y ordenes
administrativas aprobadas en el afho fiscal:

LEYES

Enmiendas ala Ley Num. 80 de 30 de agosto
de 1991, conocida como “Ley del Centro de
Recaudacion de Ingresos Municipales”

* Ley Num. 70-2019 (19 de julio de 2019) -
Crea la Ley del Inspector General de Puerto
Rico. Establece que dicha Oficina estara
exenta del pago de contribuciones sobre la
propiedad, aunque sea arrendador y no titular
de la misma.

e Ley Num. 141-2019 (1ro de agosto de
2019) — Adopta la Ley de Transparencia vy
Procedimiento Expedito para el Acceso a
la Informacién Publica. Aplica a la Rama
Legislativa, Rama Judicial y Rama Ejecutiva,
incluyendo en esta a todas las entidades
gubernamentales, corporaciones publicas
y los municipios. De igual forma aplica
a terceros custodios de informacion o
documentos publicos. Establece que cada
todas las entidades gubernamentales deberan
designar al menos tres (3) servidores publicos
entre los empleados existentes, de los cuales
dos (2) seran de carrera. como Oficiales de
Informacién. Establece procesos para recibir y
contestar solicitudes de informacién, registro,
accesibilidad, entre otras.

* Ley 163-2019 (9 de noviembre de 2019) —
Enmienda la Ley Uniforme Sobre Filas de
Servicio Expreso y Cesion de Turnos de
Prioridad para incluir dentro de estos turnos
en las oficinas publicas a los veteranos.

e Ley Num. 26-2020 (7 de marzo de 2020)
— Enmienda la "“Ley de Certificados v
Comprobantes Electrénicos” para establecer
una “Certificacién Unica de Deuda” que
acredite el cumplimiento de una persona
natural o juridica con varias agencias, entre
ellas, el CRIM. La Certificacién Unica de Deuda
acreditard en un solo escrito el cumplimiento
de una persona natural o juridica con todas
las agencias. Se prohibe el cobro de cargos
por concepto del tramite de expedicion. No
obstante, se proveera un mecanismo para que
el usuario pueda pagar cualquier sello, cargo
0 impuesto que sea necesario para emitir las
certificaciones individuales que formaran parte
de la Certificacién Unica de Deuda, a tenor
con la reglamentacion aplicable, y el pago
de un cargo adicional por servicio de hasta
cinco délares ($5.00), para el mantenimiento
del programa. ElI Principal Ejecutivo de
Informacion del Gobierno de Puerto Rico, en
coordinaciéon con las agencias, entre ellas,
el CRIM, establecerdn la reglamentacion,
requisitos y andamiaje técnico necesario para
la expedicién de la Certificacion Unica de
Deuda.

e Ley Num. 40-2020 (16 de abril de 2020) -
Enmienda varias leyes, entre otras, el articulo
6.03 de la Ley Num. 83-1991. Establece que
los contribuyentes que estén obligados a
someter estados financieros auditados, con
la planilla de contribucion sobre ingresos,
tendran que someter la planilla de contribucién
sobre la propiedad mueble junto con estados
financieros acompafados por un Informe
de Auditor emitido por un Contador Publico
Autorizado con licencia vigente para ejercer
en Puerto Rico. Establece los requisitos para
dichos estados. No obstante, en el caso de
grupos de entidades relacionadas, segun
dicho término se define en la Seccién 1010.05
de "Cddigo de Rentas Internas para un Nuevo
Puerto Rico’ la determinacién del volumen



de negocios para determinar el requisito aqui
impuesto se hara siguiendo las disposiciones
de dicho Cédigo.®@

Esta Ley también incorpora varias enmiendas
al Cédigo de Incentivos de Puerto Rico,
disponiendo que entre otros que los Fondos
de Capital Privado estaran completamente
exentos de contribucion sobre la propiedad.

® Ley Num. 55-2020 (1 de junio de 2020) -
Adopta el Cédigo Civil de Puerto Rico. Rige las
relaciones civiles, de adquisicion de propiedad
y de familia. Se considera en términos
generales para las operaciones del CRIM.

Nam. 9122 Reglamento para la Tasacion de
Anuncios, Roétulos y Tableros de Anuncios
(Billboards Radicado el 8 de noviembre de
2019.

Nuam. 9123 Reglamento de Acuerdos Finales
y Compromisos de Pago de la contribuciéon
sobre la Propiedad Mueble e Inmueble.
Radicado el 8 de noviembre de 2019.

Nam. 9129 Reglamento para las Tasaciones
realizadas por un Evaluador Profesional
Autorizado contratado por el Propietario.
Radicado el 15 de noviembre de 2019.

Num. 9130 Reglamento para la aplicacion
del Articulo 3.30 de la Ley Num. 83-1991,
segun enmendada, conocida como “Ley de
Contribucién Municipal sobre la Propiedad”
Radicado el 15 de noviembre de 2019.

2019-01 Carta sobre E-Mueble al Colegio de
CPA. Firmada el 12 de agosto de 2019.
2020-01E| CRIM garantizara pago de Remesas
Netas a los Municipios y pospone fecha de
radicacion de Planilla Mueble. Firmada el 26
de marzo de 2020.
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2019-04 Consulta para extender la
fecha de radicacion de los estados financieros
auditados de aquellos  contribuyentes
requeridos a someter dichos estados por
razon de que su volumen de negocio excede
los $3,000,000.00. Firmada el 13 de agosto de
2019.

2019-05 Extensién de término para la
Radicacion de la Planilla de contribucién sobre
Propiedad Mueble con Prérroga Automatica
del ano contributivo 2018. Firmada el 15 de
agosto de 2019.

2020-01 Atencion: A
Empleados y Contribuyentes.
Asunto: Digitalizacion de Documentos vy
Eliminacion de Papel. Firmada el 10 de febrero
de 2020.

todos los

2020-02 Atencion: Contribuyentes
obligados a realizar pagos de la contribucién
estimada sobre la propiedad mueble.

Asunto: Fecha de vencimiento del pago de
la contribucion estimada de febrero 2020.
Firmada el 12 de febrero de 2020.

2020-03 Atencion: A todo contribuyente
obligado a rendir Planilla de Contribucién sobre
Propiedad Mueble.

Asunto: Extension de términos para la
Radicacion de la Planilla de Contribuciéon
sobre Propiedad Mueble del ano econdmico
2019 ante el estado de emergencia decretado
por Coronavirus (Covid-19). Firmada el 26 de
marzo de 2020.

2020-04 Atencion: A todo contribuyente
obligado a rendir pago de la contribucién sobre
la Propiedad Inmueble.

@ | a Ley Num. 83-1991, segin enmendada fue derogada
en el ano fiscal siguiente al que se refiere este informe,
mediante la Ley Num. 107-2020 (13 de agosto de 2020).
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Asunto: Moratoria a pago de intereses,
recargos y penalidades, de la contribucion
sobre la Propiedad Inmueble del 2do Semestre
del ano econdmico 2019-20 ante el Estado
de Emergencia decretado por Coronavirus
(COVID-19). Firmada el 30 de marzo de 2020.

2020-05 Atencion: A todo el Personal
del Centro de Recaudacién de Ingresos
Municipales.

Asunto: Normas para el Trabajo a Distancia
(Teletrabajo) durante el Estado de Emergencia
causado por el COVID-19 en Puerto Rico.
Firmada el 16 de junio de 2020.

2020-06 Atencion: A todo el Personal
del Centro de Recaudacién de Ingresos
Municipales.

Asunto: Normas para la continuidad de
Operaciones en el CRIM. Firmada el 16 de
junio de 2020.

2020-07 Atencion: A todos  los
empleados del Centro de Recaudacién de
Ingresos Municipales.
Asunto: Licencia Especial COVID-19. Firmada
el 24 de junio de 2020.

2020-08 Atencion: A todo contribuyente
obligado a rendir pago de la contribucién sobre
la Propiedad Inmueble.

Asunto: Para enmendar Orden Administrativa
2020-04 a los fines de extender la Vigencia
de la Moratoria establecida. Firmada el 25 de
junio de 2020.
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|OFICINA DE SERVICIOS ADMINISTRATIVOS

Esta unidad administrativa es responsable
de la planificaciéon, direccion, coordinacion,
supervision y evaluacion de las actividades
relacionadas con el funcionamiento vy
administracién en el CRIM. Su rol principal
es identificar nuevos proyectos, estrategias
y programas dirigidos a promover procesos
administrativos efectivos y eficientes, asicomo
mejorar todos los procesos administrativos.
Para esto, esta a cargo de los procesos de
adquisicién de bienes y servicios, control
y custodia de activos fijos, flota vehicular,
mensajeria interna y externa, archivo inactivo
y de la seguridad y mantenimiento de
planta fisica. Adicional, se le ha delegado la
identificacion, evaluacion, desarrollo y manejo
de proyectos especiales.

FUNCIONES

e Planificar, programar, organizar, dirigir vy
controlar las actividades administrativas
de contratacion de bienes vy servicios
de la Institucion que permitan el o6ptimo
funcionamiento de estos, con base en las
politicas, objetivos, pautas vy directrices
internas del CRIM.

e Promover por el buen manejo y control de
los activos fijos de la institucion.

e Coordinar y supervisar el proceso de
negociacion con el exterior para la adquisicion
de bienes vy servicios que necesite el CRIM.
® Ejecucion de los Proyectos Institucionales

e Ejecucioén de proyectos de Planta Fisica

e Archivo y Gestion Documental

Con el propdsito de fomentar un ambiente
seguro y adecuado, que permita ser efectivos
en la practica del recaudo de la contribucién,
donde se cumpla con la visién del CRIM,
completamos la relocalizacion de las regiones
de Bayamon en octubre 2019 y Ponce en
mayo 2020. Y comenzamos la relocalizacion
de Carolina, Arecibo y Mayaguez.

Con estos proyectos obtendremos los
siguientes resultados:

* Mas accesibilidad para los contribuyentes

e Ahorros por mas de $55,000 anuales
en comparacion al arrendamiento de las
facilidades anteriores

¢ Relocalizacion de la region de Carolina
presenta ahorros de $144,000 anual en
comparacién a la facilidad donde ubica la
Regién actual; ademas de los beneficios de
seguridad y accesibilidad

e Seguridad electrénica para el beneficio de
los empleados y contribuyentes

e Facilidades disponibles sin costo adicional
para horarios extendidos y fines de semana
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PROYECTOS COMPLETADOS DURANTE
LOS PASADOS 12 MESES

e Implementacion de métodos & equipo para
prevencion de COVID19

¢ Apoyo a oficina de Ponce durante terremotos:
Implementacion de oficinas temporeras

¢ Relocalizacion de Oficina Regional de Ponce
— abril 2020

e Sistemas de Vigilancia Digital en Regién de
Bayamon & Ponce

e Planta Fisica Oficina Centrales: Remodelacién
de plazoleta

e Comienzo de la construccién de la nueva
oficina regional de Carolina

e Comienzo de la construccién de la nueva
oficina regional de Arecibo

e Alquiler y administracion de 5,000 pies
cuadrados en éareas no utilizadas del edificio
central para un ingreso de 60,000.00 anuales.

Los contribuyentes serdn atendidos en
estas nuevas instalaciones con todas las
herramientas tecnoldgicas y de conectividad
necesarias para ofrecer un mejor servicio, enun
lugar accesible, con coémodo estacionamiento
y en unas facilidades amplias y modernas.

...............
---------
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|OFICINA DE RECURSOS HUMANGQS

En el CRIM servimos a una sociedad que
enfrenta grandes cambios econdmicos,
tecnolégicos y sociales. Es por lo que
consideramos al capital humano como el
elemento esencial para mantener y mejorar
la eficiencia de todos los procesos del CRIM.
La Oficina de Recursos Humanos es una
fundamental en llevar a cabo la responsabilidad
de guiar a los empleados a optimizar su
rendimiento y maximizar su aportacion para el
logro de nuestros objetivos.

TRANSFORMACION PROCESO
EVALUACIONES DE DESEMPENO

Se completd la transformacién del proceso
de evaluaciones de desempefio a nuestros
empleados. A continuacién, los elementos
que se tomaron en consideracion:

1. Diseno de modelos de competencia para
cada una de las categorias de empleados, a
saber, Carrera, Carrera con rol de supervision
y Transitorios

2. Diseno vy asignacion de criterios de
evaluacion alineados con los requeridos por
ley para los empleados publicos y anadiendo
algunos especificos para la Agencia

3. Redisefno de los formularios de evaluaciéon
incluyendo competencias, descripcion de
competencias, descripcionde comportamiento
y escalas de medicién. Como resultado,
obtuvimos documentos de evaluacién mucho
mas robustos, permitiendo evaluaciones mas
puntuales.

4. Los formularios de evaluacion se crearon
en un formato PDF editable, de modo que
ahora los supervisores pueden completarlos
directamente en sus computadoras, haciendo
el proceso uno mas manejable.

5. Ajuste en el ciclo de evaluacion de modo que
todos los empleados obtienen una evaluaciéon
final cada mes de octubre y no en su fecha de
aniversario de empleo. Ademas, se efectla
una evaluacion intermedia cada mes de abril.

La transformacion del sistema de evaluaciones
de desempefo ha facilitado el monitoreo del
cumplimiento con el proceso de evaluacion
anual requerido por las agencias del gobierno.
Se adiestrd al respecto a todo el personal que
tiene empleados bajo su supervision.

MODIFICACION DE LA METODOLOGIA
DE ENTREVISTAS DE EMPLEO

Se implemento la metodologia de entrevistas
basada en comportamiento (Behavioral
Interview) la cual busca obtener informacién
de como han reaccionado los entrevistados
a situaciones reales que han enfrentado en
sus lugares de trabajo anteriores, en lugar de
formular preguntas hipotéticas. Esto nos da la
oportunidad de elaborar preguntas basadas en
las competencias que hemos establecido para
cada una de las categorias de los empleados.

Los entrevistados han dejado saber
verbalmente y por escrito lo satisfechos que
se han sentido con este tipo de entrevista,
indicando que se han sentido que han
podido expresar de manera mas clara las
competencias y talentos que tienen para
ofrecer a la Agencia.

ORIENTACIONES EXTERNAS
El 6 de noviembre de 2019, por invitaciéon

del Director Ejecutivo, recibimos la visita
de la directora del area de Prevenciéon y
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Orientaciones Externas de la Oficina de la
Contralora de Puerto Rico, Sra. Miriam Diaz y
de la Ing. Glenda M. Diaz Marquez, Gerente
de la Oficina de Prevencién y Orientaciones
Externas de dicha oficina. Nos facilitaron
el adiestramiento titulado: Controles
Internos en los Sistemas de Informacion.
Participaron 17 lideres de la Agencia, entre
ellos Supervisores, Gerentes y Directores de
Departamento de la Oficina Central. Fue una
sesion de orientacién de un dia de duracion,
tipo taller, donde los participantes pudieron
adquirir nuevos conocimientos, aclarar dudas
y aplicar lo aprendido.

Plan de Desarrollo Profesional para personal
gue no supervisa

Durante el primer trimestre del 2020 se tenia
planificado lanzar la segunda fase del proyecto
de desarrollo profesional. La intencién era
ofrecer un programa de aprendizaje, esta
vez dirigido al personal de la agencia de no
tiene puestos de supervisiéon. Debido a
que se interrumpieron las funciones en la
Agencia a raiz de la pandemia provocada
por el COVID-19, no pudimos llevar a cabo
la implementacion de este proyecto. No
obstante, se proyecta retomar a mediados del
aho calendario 2021. Consta de 8 modulos,
cubriendo nuevos temas y algunos similares
a los de la Academia de Supervisores, pero
atemperados a la audiencia que no supervisa.
El primer médulo se disend. Debido a que se
detuvo el proyecto, el resto de los modulos
estan en proceso de disefo.

Los temas sugeridos son los siguientes:

1. Entendiendo lo que la Agencia espera de mi
2. Destrezas de Comunicacién

3. Colaboracion y Trabajo en Equipo

4. Entendiendo el Estrés Laboral

5. Relaciones Interpersonales

6. Retroalimentacion (Feedback) saludable

ADIESTRAMIENTOS PROTOCOLO
SOBRE COVID19 Y PROGRAMA DE
TELETRABAJO

El 6 de junio de 2020 se orientd a todos los
supervisoresy gerentesregionalesydirectores
de la Oficina Principal sobre el Protocolo de
Prevencién Covid-19 de la Agencia. Se les
orientd, ademas, sobre las licencias estatales
y federales disponibles para los empleados
ante la emergencia y cémo utilizarlas.

IMPLEMENTACION PROGRAMA
TELETRABAJO

El 26 de junio de 2020 se presentd el
Programa de Teletrabajo a los supervisores,
gerentes y directores. Se disefo y envio
a cada participante el formulario para que
éstos detallen la modalidad de trabajo de sus
respectivos empleados (Totalmente Remoto,
Hibrido o Presencial) y las tareas asignadas a
cada uno de ellos durante el tiempo que estén
bajo el programa, con el fin monitorear las
tareas, reportarlas como constancia de trabajo
al Departamento de Recursos Humanos y
utilizar dichos documentos al momento de
llevar a cabo las evaluaciones de desempeno.

PROGRAMA DE INTEGRACION
INTERDEPARTAMENTAL

Para atener la desconexion y falta de
comunicacion entre las unidades que
componen el CRIM, se disend un programa
con el fin de fomentar la integracién tanto
entre los departamentos y oficinas regionales.

El objetivo que se persigue con este proyecto
es que a través de las presentaciones de
los diferentes departamentos cada lider
comunique la composicion de sus respectivas
areas, objetivos principales, como serelacionan
con otras unidades y establecer comunicacién
y colaboracion entre las unidades.

----------------
-
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/OFICINA DE AUDITORIA INTERNA

La Oficina de Revisiones y Vistas
Administrativas tiene la responsabilidad de
atender las reclamaciones de contribuyentes
que no estan conformes con la notificaciéon de
la imposicién contributiva sobre su propiedad
inmueble, o de aquellas en que el contribuyente
solicita reconsideracion de una determinacion
de deficiencia sobre su propiedad mueble.
Para todos estos casos, se emite una decision
que es suscrita por el Director Ejecutivo vy
dirigida a la oficina regional correspondiente
para que se actle acorde a la misma. Los
contribuyentes cuentan con la disposicion
para acudir al tribunal de primera instancia si
aun quedasen inconformes.

Ademés, aquellas decisiones emitidas por
las oficinas regionales que, a tenor con el
Reglamento 8710 sobre Procedimientos
Adjudicativos, quedan sujetas a un proceso
de evaluacion. Estas incluyen cualquier tipo
de determinacion dirigida a un contribuyente
mediante comunicacion escrita. También se
provee al contribuyente el derecho a acudir al
tribunal.

Esta oficina comenzd operaciones en febrero
de 2019 de manera separada e independiente
de la Oficina de Asesoramiento Legal, donde
estuvo adscrita desde los inicios del CRIM.

La Oficina de Auditoria Interna (OAl) se
rige por las normas establecidas en su
carta constitutiva, aprobada por el Comité
de Auditoria de la Junta de Gobierno
del CRIM, y de conformidad con las
disposiciones contenidas en la Ley Num.
80-1991.

La OAIl es responsable de fiscalizar las
transacciones de los fondos publicos
y la propiedad, con independencia y

objetividad, para determinar si se han
realizado de acuerdo con la Ley y las
reglamentaciones del CRIM. Esto se
realiza a través de las auditorias regulares
planificadas, investigaciones especiales,
cumplimiento de las notificaciones de
pérdida de propiedad y fondos publicos a la
OCPR, asesoramiento a la Alta Gerencia y
la Junta de Gobierno sobre procedimientos
y reglamentacién y los informes de planes
de acciones de las auditorias internas vy
externas.

VISION

La visiéon de la OAl es ser agente de
cambio en la gestion publica para lograr
la eficiencia de las operaciones y el uso
adecuado de los fondos vy la propiedad del
Gobierno.

Ser reconocida y caracterizada por un
excelente equipo de trabajo que alcance
niveles 6éptimos de calidad en el servicio.

MISION

La OAIl tiene como misién fiscalizar las
transacciones de los fondos publicos vy la
propiedad, con independenciay objetividad
para determinar si han realizado de
acuerdo con la Ley u las reglamentaciones
del CRIM.
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Asistir al CRIM en el cumplimiento de
sus objetivos proporcionando un enfoque
disciplinado y sistematico para evaluar
y mejorar la efectividad de los procesos,
gestion de riesgo, control y direccion.

VALORES
Objetividad

Comprometidos en emitir
imparciales y libre de prejuicios

opiniones

Integridad

Trabajar con responsabilidad vy de
conformidad con el Codigo de Etica del
Instituto de Auditores Internos

Independencia
Libres de injerencias al momento de
establecer el alcance de las auditorias

Justicia
Velar por el cumplimiento de la ley y
reglamentos aplicables

Compromiso

Servir con dedicacion y excelencia al
CRIM vy las unidades administrativas para
asegurar que se mantengan controles
internos adecuados y se tomen acciones
correctivas.

Ademas, la OAIl da apoyo a la Gerencia
en el cumplimiento de sus objetivos
proporcionando un enfoque disciplinado
y sistematico para evaluar y mejorar la
efectividad de los procesos, gestion de
riesgo, control y direccion. En el ano fiscal
2019-2020 la Oficina de Auditoria Interna
realizé las siguientes intervenciones:

e Se realizaron dos (2) auditorias
regulares y especiales

e Se investigaron dos (2) querellas
relacionadas a propiedad y fondos
publicos

e Consulta (1) a la gerencia

e Se atendieron cincuenta y cinco

(55) requerimientos de las oficinas de
Etica Gubernamental, Contralor de
Puerto Rico, Area de Integridad Publica
del Departamento de Justicia y el
Departamento de Seguridad Publica

Durante el 2019-2020 los trabajos de la
Oficina de Auditoria Interna se vieron
severamente impactados a raiz de las
emergencias que se suscitaron a partir de
enero de 2020. No obstante, se realizaron,
entre otros, los siguientes trabajos:

¢ Auditorias regulares y especiales.

¢ [nvestigaciones de querellas.

e Consultas de la Gerencia.

e Requerimientos de las oficinas de
Etica Gubernamental, el Contralor de
Puerto Rico, Area de Integridad Publica
del Departamento de Justicia y el

Departamento de Seguridad Publica.

e Cumplimentacion proceso de
reclamacion a FEMA.

® Asistencia en la revision de
procedimientos COVID-19.

e Capacitacion al personal de Auditoria
Interna.
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INDEPENDENT AUDITORS' REFORT

Ta the Governing Board
Municipal Revenue Collection Center
San Juan, Puerto Rico

We have audited the accompanying financial statements of the govemmental activities and each major fund of
the Municipal Revenue Collection Center (the Center) as of and for the year ended June 30, 2020, and the
refated notes fo the financial statements, which collectively comprise the Center'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 accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal contral relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due 1o fraud or error,

Auditors” Responsibility

Qur responsibility is to express opinions 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 and the
standards applicable to financial audits contaned in Govemment Auditing Standards, ssued by the
Comptrolier 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 o 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 assessmenls, the auditor considers internal control relevant to the enfity'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 intemal
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.




INDEPENDENT AUDITORS' REPORT (CONTINUED)

Summary of Opinions
Qpinign Unit T inign
Governmental Activities Qualified
General Fund Unmeodified
Tax Amnesty Fund Unmodified
Spedial Revenue Fund Unmodified
Agency Fund Unmodified

Basis for Qualified Opinion on the Governmental Activities

Moncompliance with GASE Statement No. 73 “Accounfing and Financial Reporting for Pensions and Relafed
Assets That Are Not Within The Scope of GASE Statement No.B8" and GASE Statement No. 75 “Accounting
and Financial Reporting for Postemployment Benefits Cther Than Pensions”

The Retirement System Administration (ERS) has not provided the financial and technical information
necessary for the proper recognition and reporting of its total pension liability as of June 30, 2020. As a result,
management has not implemented the accounting and financial reporting requirements for pensions as set
forth in the GASE Statement No. 73. Accounting principles generally accepted in the United States of America
require that govemmental employers whose employees are provided with defined benefit pensions recognize
a liability and pension expense and report deferred outflows of resources and deferred inflows of resources
refated to pensions administered through a trust that do not meet the requirements of GASB Statement No.
8. The amount by which this departure would affect the assels, deferred outflows of resources, liabilities,
deferred inflows of resources and net position of the Center's govemmental activiies has nol been
determined. Also, the Center's financial stalements do not disclose the descriptive information about the
pension plans through which the pensions are provided required by the GASE Statement No. 73. In our
opinian, disclosure of this information is required by accounting principles generally accepted in the United
States of America,

In addition, the Center's pension plan administrator has not provided the Center with the audited schedules of
employment allocations an OPEB amounts by employer as of June 30, 2019 (Center's measurement dale),
necessary to comply with the requirements of GASB No. 75 “Accounting and Financial Reporting for
Posiretirsrnent Banefils Other Than Pensions”, as of June 30, 2020, As a result, amounts to be reported as
deferred outflowslinflows of resources related to OPEB, the net OPEB Kability, applicable disclosures and
required supplementary information have been omitted.

Qualified Opinion on the Governmental Activities

In our opinion, except for the effects of the matter described in the “Basis for Qualified Opinion on
Governmental Activities™ paragraph, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the govemmental activities of the Center, as of June 30, 2020,
and the changes in financial position thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.




INDEPENDENT AUDITORS' REPORT (CONTINUED)
Unmodified Opinions

In our apinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of each major fund of the Center, as of June 30, 2020, and the respective changes in
financial position for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Emphasis of a Matter

As described on Note 17, on August 14, 2020, the Commaonwealth of Puerto Rico enacted to law the Act No.
107 {Act No. 107-2020), to create the Municipal Code of Puerto Rico in order to integrate, organize and update
the laws related io the organization, administration and operation of Municipalities. This Act adds new
procedural models for greater autonomy for the Municipalities and repeals several Acts that provide guidance
and requirements for their operations. Accordingly, Act No. 80 of August 30, 1991, as amended (Known as the
Municipal Revenue Collection Center (CRIM) Act” was repeal by Act No. 107-2020.

Also, on December 30, 2020, Act No. 170-2020 was enacted to amend and clarify several articles and
provisions of Act No. 107-2020.

Our opinions are not modified with respect to this matter.
Other Matters
Regquired Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and budgetary companson schedule on pages $-17 and 83, respectively, be
presented lo supplement the basic financial statements. Such information, although is 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 inquires, 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,

Management has omitted historcal pension information and the appBcable disclosures and required
supplementary information, as stated in GASB Statement No. 73 and GASE Statement No. 75, that accounting
principles generally accepted in the United States of America require to be presented to supplement the basic
financial staterments, Such missing 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 finandial reporiing
for placing the basic financial statements in an appropriate operational, economic, o historical context. Our
opinion on the basic financial statements is not affected by this missing information.




INDEPENDENT AUDITORS' REPORT (CONTINUED)
Other Matters

Other Reporfing Requined by Govemment Auditing Standards

In accordance with Govemment Auditing Standands, we have also issued our repor dated March 18, 2021, on
our consideration of the Center's internal control over financial reporting and cur test of its compliance with
certain provisions of laws, regulations, contracts and grants agreements and other matters.

The purpose of that report is to describe the scope of our testing of intemal control over financial reporting and
compliance and the results of that testing, and nol to provide an opinion on intzmal conltrol over financial
reporting or on compliance. That report is an integral pari of an audit performed in accordance with Govermment
Auditing Standards in considering the Center's internal control over financial reporting and compliance.

Sl chy e

LOPEZ-VEGA, CFA, PSC

3an Juan, Puerto Rico
March 18, 2021

Stamp No. 2772647 of the Puerta Rico
Society of Certified Public Accountants
was affixed fo the record copy of this report.




COMMONWEALTH OF PUERTO RICO Management's Discussion and Analysis

Municipal Revenue Collection Center For the Fiscal Year Ended June 30, 2020

INTRODUCTION

The Management's Discussion and Analysis (MD&A) of the Municipal Revenue Collection Center (the Center)
provides an overview of the Center's operational as well as financial activities for the fiscal year ended June 30,
2020. The intent of this discussion and analysis is fo look at the Center's performance as a whole. Readers
should also review the notes lo the financial statements and the financial statements to enhance their
understanding.

The MD&A is an element of the reporting model adapted by the Governmental Accounting Standards Board
(GASB) in their Statement No. 34 Basic Financial Statements - and Management’s Discussion and Analysis -
for State and Local Governments issued in June 1999, Certain comparative information between the current
year and the prior year is required to be presented in the MD&A and is included in this report.

ORGANIZATION STRUCTURE

The Center is a municipal entity with legal personality, separate and independent from the Commonwealth of
Puerto Rico, created in 1991 as part of the Municipal Reform. The Center is led by an Executive Director, who
i appointed by the Goveming Board. The Exgcutive Director of the Center exercises the functions and powers
provided by law, as well as those delegated to it by the Goveming Board.

The Governing Board is comprised of eleven (11) members, from which nine (9) are mayors, the Commissioner
of Municipal Affairs, and the President of the Government Development Bank for Puerto Rico ("GDB”).

Act No. 109-2017, known as Law for the Restructuring of the Debt of the Government Development Bank for
Puerto Rico, amended Act No. 80-1991 for define that GDB will act as a designated trustee until Fiscal Agency
and Financial Advisory Authority (FAFAA) assume these functions or appoint a financial institution to assume
these functions, which must accur on or before the closing date (as such term is defined in the Act). Effective on
August 2017, the Executive Director of FAFAA assumed representation on CRIM's Governing Board

At the end of fiscal year 2017-2018, the Office of the Commissioner of Municipal Affairs culminates as an entity,
transferring the main functions to the Office of Management and Budge!. Effective as of July 1. 2018, the
Govemor of Puerto Rico delegates to Municipal Affairs Advisor as the representative on the CRIM Governing
Board.

As described on Note 17, on August 14, 2020, the Commonwealth of Puero Rico enacted to law the Act No.
107 (Act No. 107-2020), to create the Municipal Code of Puerto Rico in order to integrate, organize and update
the laws related to the organization, administration and operation of Municipalities. This Act adds new
procedural models for greater autonomy for the Municipalities and repeals several Acts that provide guidance
and requirements for their operations. Accordingly, Act No. 80 of August 30, 1991, as amended (Known as “the
Municipal Revenue Collection Center (CRIM) Act’) was repealed by Act No. 107-2020.

Also, on December 30, 2020, Act Mo, 170-2020 was enacted to amend and clarify several articles and
provisions of Act No. 107-2020.
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COMMONWEALTH OF PUERTO RICO Management's Discussion and Analysis

Municipal Revenue Collection Center For the Fiscal Year Ended June 30, 2020

CENTER'S SERVICES

The Cenler has one (1) Central Office and nine (9) Regional Offices located throughout the Island. The offices
are located in Aguada, Arecibo, Bayamon, Caguas, Carolina, Humacao, Mayaglez, Ponce and San Juan.
These offices serve taxpayers, in addition to carrying out technical funclions, such as real estate appraisals,
machinery and property valuation, among others.

The Center provides fiscal senvices io all the municipalities including, but not limited fo, nofification, assessment
and collection of both personal and real propery taxes, To offer the service it renders, its principal source of
revenue is derived from up to five percent (5%} of the municipal property tax collections,

OPERATIONAL HIGHLIGHTS
The Center experienced a temporary reduction on its tax collections from $1,116.9 milion in fiscal year 2018-
2019 to $1,079.6 million in the current fiscal year, representing a decrease of $37.3 million. This decrease in

collections was the effect of COVID19 pandemic and the impact of the economic situation that taxpayers

passed through the pandemic, delaying payment of the contribuion until the country's economy will be
stabilized.

The amounts do not include assignments from the Commanwealth of Puerto Rico and revenues awarded from
the Puerto Rico Additional Lottery System.

The following chart show how the Center has increased revenue collections during the last five (5) years:

$1,116,996,781

1,078 71
$1,050,009,756 $1:029,082,748 1,079,632,

51.120,000.000 i‘ﬁ-ﬁm
SERE000.000
$872000.000

§748,000.000 -

$500,000,000

W 2015-2016 w2016-2017 w204T7-2018 @2018-2040 »2049-2020



COMMONWEALTH OF PUERTO RICO Management's Discussion and Analysis

Municipa! Revenue Collection Cenler For the Fiscal Year Ended Jurse 30, 2020

OPERATIONAL HIGHLIGHTS (CONTINUED)

On June 30, 2016, President Barack Obama signed the Puerto Rico Oversight, Management and Economic
Stability Act, known as PROMESA for its acronym, into law (as codified under 48 U.S.C. §§ 2101-2241). In
general terms, PROMESA seeks to provide the Commonwealth and its instrumentalities with fiscal and
economic discipline through, among other things, the establishment of the Owversight Board, whose
responsibiliies include the cerification of fiscal plans and budgets for the Commonwealth and its
instrumentalities,

On April 6, 2016, Governor Alejandro J. Garcia Padilla signed into law Act 21-2018, known as the *Puerto Rico
Emergency Moratorium and Financial Rehabilitation Act” (as amended, “Act 217). Act 21, among ofher things,
created the Puerfo Rico Fiscal Agency and Financial Advisory Authority (the “FAFAA), as an independent
public corporation o assume the extinguished Government Development Bank for Puerto Rico's role as fiscal
agent, financial advisor and reporting agent for the Commonwealth, its instrumentalities, and municipalities (Act
2-2017 subsequently repealed and replaced the provisions of Act 21 regarding FAFAA). FAFAA has also been
assigned with the task of ensuring compliance with fiscal plans and budgets approved by the Financial
Oversight and Management Board for Puerto Rico (the “Oversight Board”) pursuant to PROMESA's Title 1.

In its First Public Meeting held on September 30, 2016, the Oversight Board designated CRIM as on the initial
covered entities subject to oversight under PROMESA. Subsequently, on its May 9, 2019 Presentation fo
CRIM and Municipalities, the Oversight Board stated for the first time that it will require CRIM to submit a fiscal
plan and budget. On June 14, 2019, CRIM submitted its initial fiscal plan and after addressing certain points of
non-compliance identified by the Oversight Board, proceeded to submit its revised fiscal plan on July 16, 2019,

On June 4, 2020, nearly a year after CRIM's revised fiscal plan submission, the Oversight Board issued a
Notice of Viokation of the submitted Fiscal Plan and established that CRIM had to submit ancther revised fiscal
plan by June 24, 2020. On June 25, 2020, CRIM submitted its revised fiscal plan and after indicating that such
fiscal plan was non-compliant with the parameters established by the Oversight Board, proceeded to certify
their own fiscal plan on June 26, 2020 (the 2020 Certified Fiscal Plan™),

The driving factor quiding the 2020 Cerified Fiscal Plan is to have CRIM become a more efficient entity in the
collection of municipal revenues in an effort to partially offset the gradual reductions in transfers from the
Central Govenment, as established in the 2020 Commonwealth Fiscal Plan, as well as assist municipalities
overcome the financial difficulties that lie ahead. Understanding that CRIM plays an essential role in supporting
the 78 municipalities, they established measures focused in two main areas: (i) operational efficiencies and (i)
tax revenues collection enhancements. In summary, by enhancing CRIM's technological capabiliies, it will be
able to capture unrealized tax revenues and better monitor ongoing efforts.
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Municipa! Revenue Collection Cenler For the Fiscal Year Ended Jure 30, 2020

OPERATIONAL HIGHLIGHTS (CONTINUED)

Specifically, the 2020 Certified Fiscal Plan established 10 areas of focus which would result in short- and
medium-term increases in tax revenue collections and savings for CRIM:

1) Appraisal of non-appraisal properties

2) Swimming pool new in tax roll

3} Correction of mailing address

4) Identification and appraisals of new properties

5) Improvements of real property tax collections rates
6) Home improvements new to tax roll

7) Sale of Accounts Receivables

8} FY2019 AR - Collectin FY2020 and FY2021

9) Improve Personal property self-reporting compliance
10} Operational Improvements: a new Tax System

CRIM has been in the process of implementing the measures established in the 2020 Certified Fiscal Plan and
continually discussing with the Oversight Board any hurdles that CRIM faces during the process. Major
technological areas that CRIM has been undertaking, even before it was required in the 2020 Certified Fiscal
Flan, was the improvement of the Digital Cadastre, the SKALA project, and the implementation of an enhanced
ERP System called CRIM 360. With the implementation of these projects being completed in the upcoming
Fy2022, CRIM will have complied with the vast majority of the areas of focus established in the 2020 Certified
Fiscal Plan, including the identification of properties which are not included in its tax roll and the reappraisal of
all the properties throughout the T8 municipaliies. We are certain that the completion of these measures will
result in increased tax revenue collections and precise reporting for more efficient decision-making processes,
all for the benefit of Puerto Rico's 78 municipalities and its constifuents,

The following table shows a summary of transactions and the amount collected:

COLLECTIONS TRANSACTIONS AMOUNT
Website 286,807 $398,521,116
VR 12,401 6,671,405
Phone Line 11,9460 12,618,348
Wi Transfr T 18248
TOTAL g8 492 £576,047 352

During the fiscal year 2019-2020, the Center updated electronic filing program of the Personal Property Tax
Retum, requiring all taxpayer filed Tax Retum through Personal Property Portal. In this fiscal year there were
approximately eighty-one thousand nine hundred and forty-eight (89,948) retums electronically filed and the
related collections amounted to $430 million.




COMMONWEALTH OF PUERTO RICO Management's Discussion and Analysis

Municipal Revenue Collection Center For e Fiscal Year Ended June 30, 2020

FINANCIAL HIGHLIGHTS
G Lwide highlight

Met Position — The fotal assets of the Center exceeded its total Rabilities for fiscal year ended June 30, 2020 by
$27.818,719 as presented in “total net position”. Of this amount, the unrestricted porfion amounted to
$10,274,825 and 317 543,894 is related fo the net investment in capital assets. The Center's total net position
decreased by $1,576,429 in comparison with the prior fiscal year balance.

Condensed Statements of Net Position 2020 2019 Change £

Current and ather assels § 23805001 § R8T £ 1131784 499%
Capital asssls 17,543 854 17 380 423 183471 1.06%
Total assts 41348895 40,033 640 1315255 329%
Current and ather liabiifes 1.030.831 5081749 1848 082 38.35%
Lionsg-barm liabilfes 6,400,345 5556,T43 042 802 16.06%
Totl kabiiges 13,530,178 10638492 2801684 FIA L
Total net position § 2TRIBTIS § 29395148 § {1.578,420) {5.36)%

The following chart presents a comparison of total assets, total liabilties and total position of the Center for the
fiscal years ended June 30, 2020 and 2019.
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COMMONWEALTH OF PUERTO RICO Management's Discussion and Analysis

Municipal Revenue Collection Cenler For the Fiscal Year Ended Jurse 30, 2020

FINANCIAL HIGHLIGHTS (CONTINUED)

rnm highligh

Government Funds - Fund Balances - As of June 30, 2020, the Center's Govemmental Funds reported a
combined ending fund balance of $17,006,499, representing a decrease of §1,002,536 in comparison with the
prior year balance. Of this total amounts, $6,624,639 represents unassigned fund balance; $4,379,269 are
committed to specific purposes as established by the Goveming Board, such as relocation of Center's regional
offices of the Municipalities of Arecibo, Bayamdn, Carolina and Ponce and maintenance of the digital cadastre
and $6,002,581 are assigned for payment of contracts and obligations.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Center's basic financial statements,
which include three components: (1) govemment-wide financial statements, (2) fund financial statemenis, and
{3} notes to the basic financial statements.

Basic Financial Statement

The basic financial statements include two (2) kinds of financial statements that present different views of the
Center: the government-wide financial staterments and the fund financial statements. These financial statements
also include the notes to the basic financial statements which provide more details about the information
reported in the statements.

The Govemment-Wide Financial Statements provide a broad view of the Center's operations in a manner
similar to a private sector business. The slatements provide both short and long-term information about the
Center's financial position, which assists the Center's in assessing the Cenler's economic condition at the end
of the fiscal year. These are prepared using the flow of economic resources measurement focus and the
accrual basis of accounting. They take into account all revenue and expenses connected with the fiscal year
even if cash involved has not been received or paid. The Govemment-Wide Financial Statements indude two
(2) statements;

« Statement of Net Position - presents all the Cenler's assets and liabilities with the difference between the
two reported as net position, Over time, increases or decreases in the Center's net position may serve as a
useful indicator of whether the financial position of the Center is improving or deteriorating.

« Statement of Activities - presents information showing how the Center's net position changed during the
most recent fiscal year. All changes in net posifion are reported as soon as the underlying event giving rise
to the change occurs, regardless of the time of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will not result in cash flows until future fiscal periods (such as
eamed but unused vacation leave).
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COMMONWEALTH OF FUERTO RICO Managemant's Discussion and Analysls

Municipal Revenue Collection Cenier For the Fiscal Year Ended Juns 30, 2020

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)

| Fund Financial

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 Cenler, like other local governmenis, uses fund accounting
to ensure and demonstrate compliance with finance and related legal reguirements. The Fund Financial
Statements focus on individual parts of the Center's governmental funds, reporing the Center's operations in
more detail than the Govemment-Wide Statements. All of the funds of the Center can be divided into two (2)
calegories. It is important lo note that these fund categories use diffierent accounting approaches and will be
interpreted differently. The two (2) categories of funds are the following:

« Governmental Funds Financial Statements - Governmental Funds are used to account for essentially
the same activites repored in the Govermment-Wide Financial Statements. However, uniike the
Govemment-Wide Financial Statements, the Governmental Fund Financial Statements focus on near-tem
inflows and outfiows of expendable resources available at the end of the fiscal year, Such information may
be useful in evaluating the govemment's near-term financing requirements. This approach is known as
using the flow of current financial resources measurement focus and the modified-accrual basis of
accounting.

These statements provide a detailed short-term view of the Center's finances that assisis in determining
whether there will be adequate resources available to meet the cument needs of the Center. Because the
focus of the Govermental Funds is narmower than that of the Govemment-Wide Financial Stalements, it is
useful to compare the information presented for Govemmental Funds with similar information presented for
Govemmental Activities in the Government-Wide Financial Statements. By doing so. readers may better
understand the long-term impact of the government's near-term financing decisions.

Both, the Govemmental Fund Balance Sheel and Govemmental Fund Statement of Revenues,
Expenditures and Changes in Fund Balances provide a reconciliation to facilitate this comparison between
Govemmental Funds and Govemmental Activities. These reconciliations are presented on the page
immediately following each Governmental Fund Financial Statement.

The Center has three (3) Governmental Funds: 1) the General Fund, 2) the Tax Amnesty Fund and 3) the
Special Revenue Fund. The Basic Govemmental Funds Financial Statements can be found immediately
following the Govemnment-Wide Financial Statements.

= Agency Funds = These funds are used to account for resources held for the benefit of the Municipalities.
Agency Funds are not reflected in the Govemment-Wide Financial Statements because the resources of
these funds are not available to support the Center's own activities, The accounting used for Agency Funds
is much ke that used for Proprietary Funds. They use the accrual basis of accounting. The Center's
Agency Funds record the assets held for distribution by the Center as an agent for the Municipaliies. The
Statement of Fidudiary Net Position-Agency Fund can be found immediately following the Governmental
Funds Financial Statements.
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COMMONWEALTH OF PUERTQ RICO Managemants Discussion and Analysis

Municipal Revenue Collection Center For the Fiscal Year Ended June 30, 2020

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)

Notes to the 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 fo the financial statements can be found
immediately following funds financial statements.,

GOVERNMENT-WIDE FINANCIAL ANALYSIS-VARIANCES

The following summarizes the main variances in the Government-Wide Financial Statements totals:
Statement of Net Position

Total assets increased by $1,315,255 (3.29%) in comparison with the prior fiscal year. This increase was

taused mainly by an increase of current and other assets amounting to $1,131,784 and an increase in capital
assets of $183.471.

Total liabilities increased by $2,891,684 (27.18%) in comparisan with the prior fiscal year. This is the net effect
of: (a) an increase in current liabiliies of approximately $1,949,082; and (b) an increase in long-term debt by
$842 602 during the year ended June 30, 2020.

Total net position decreased by $1,576,429 (from $29,395,148 in 2019 to $27,818,719 in 2020), mainly as a

result of the change in net position in the Statement of Activities. Below, we summarize the main reasons for
such decrease.

Stat b of Activit
Total revenues decreased by 3997160 (3.06%) in comparison with prior fiscal year. This effect was caused by

the decrease in revenues related to property tax adminisirative fees amounting to $1,145,784 and a3 net
increase in other revenues of $148,624.

Total expenses increased by approximately $1,490,497 (4.58%) in comparison with the prior fiscal year. The
main reason for the increase in expenses was the increase salaries and fringe benefits of $§712,674, the
increase in repairs and maintenance by $677,830, and the net increase in other expenses of $99,093,

Also, transfers from other funds decreased by $737,607 compared with the prior year,

As a result of the variances discussed above, the total change in net position decreased by §3,225,264 (from
£1,648,835 in 2019 to a deficiency of $1,576,429 in 2020).
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COMMONWEALTH OF FUERTO RICO Managemant's iscussion and Analysis

For the Fiscal Year Ended Juna 30, 2020

Municipal Revenue Collection Center

GOVERNMENT-WIDE FINANCIAL ANALYSIS-VARIANCES (CONTINUED)
Statement of Activities (Continued)
The following table shows the condensed statements of activities of the Center for the fiscal years ended June

30, 2020 and 2018.

Condensed Statements of Acthvities g k] Change ]
General revenues:
Propady ta adminisatie s L] 18,400 555 5 23578310 L (1, 145,784) [3ETY%
Sabes o certiicalions and maps 663,857 TBO.957 {97,085) (12, 76 e
Intares! and mscslianecus. noome B 61 24881 (95,200 (5480 %
Sarice charges I0 hanis 1.0 602 1.06%058 447 &5 (4441
Qv mcom 1,365 457 1,000,000 5457 W55%
Fedderal grant 56 454 12 586 7 BAA Tl A5
Tokal revanies LRI S 1.1 S - - 1L'| Bt
Expensas
Taxpayors' and technical snvices BT 217 17588912 (671 655) (BEI%
Admasirabon 17 1021 14,852,020 2162 400 14.46%
Total aparses 03 48 250541 1,450,467 458%
Transfers. from cther funds 823, 307 1,560,814 [Ta7 60T} (47 257%
Change in net posion {1,576 429) 1648835 (3,225 2%4) [195.61%
Ml perstion, beginning of yas 79,395,143 27146313 1 648 B35 504%
el postion, end ol yoar § TaA TS £ 25396148 § 1.5T64a9) (5.367%
The following table shows the Center's expenses by type for the years ended June 30, 2020 and 2019,
o FEspenssabyiype 20 2018 Change %
Sokarms and Inrge benwlis 3 23084 163 ] £2.371,485 3 TIZG6T4 L 10%
Prodessional and consulling senaces. 4,038,830 1590473 46 357 1.16%
Teavel and represantaton 251 128 2413 {131,247} 3.3
Doprbciation 1044 108 850,894 182 47%
Supples 239,559 184,064 50,535 1T%
Rerd 1,474 562 1,454,159 20,403 1.40%
Repairs and mamlenance 1,502,108 1204278 ETTB3 53T%
Ly 999 883 BTG.845 123,418 14.06%
Printed lorms: 20047 Hipse 1063 330
Postago 42443 451,222 {26,743 (5.541%
Insueance 172,35 184,563 (9612} (5.20)%
Tramngs T.751 34,560 126,809 [T7.57)%
Iniarest 130,319 126,84 1,485 1.15%
Loss on natresmant of assats - 137,002 {837 02} {110000)%
Cilhver 42 147 44125 (E578) [4.480%
Total experses H 48 5 T2 54081 H 1 450 487 4.50%
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COMMONWEALTH OF PUERTO RICO Managemant's Discussion and Analysis

Municipal Revenue Collection Center For tha Fiscal Year Ended dune 30, 2020

FINANCIAL ANALYSIS OF THE CENTER'S GOVERNMENTAL FUND

The focus of the Center's Governmental Funds is to provide information on near-term inflows, outfiows, and
balances of expendable resources. Such information is useful in assessing the Center’s financing requirements.
In particular, unassigned fund balance may serve as a useful measure of a govemment's net resources
available for spending at the end of the fiscal year. There is an amount of $4,379.269 of fund balance
committed to indicate that it is not available for new spending because il has already been committed o cover
spedial projects according to the resolutions of the Governing Board, and there are 36,002,591 assigned to
liquidate contracts and purchase orders.

The General Fund is the operating fund of the Center. At the end of the current fiscal year, unassigned fund
balance was $6,052,106 while the total fund balance reached $16,433.966. The Cenler's General Fund
balance decreased by $877,163 million during the fiscal year ended June 30, 2020.

GENERAL FUND BUDGETARY HIGHLIGHTS

The Center's General Fund final budget amounted to $30,484,972, an increase of $930,070 when compared
with the orginal budget For the fiscal year 2020, the general fund actual expenditures amounted to
§26,947 318, which represents 51,537,654 less than the final budget. Also, the general fund actual revenues
amounted to $31,029,917, which represents $544,945 more than the final budget.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital assets

The Center's capital assets for its government activities as of June 30, 2020 amounted to 537,789,409 with an
accumulated depreciation of $20,245,515, resulting in a book value of $17 543,854, This investment in capital

assets includes land, construction in progress, building, building improvements, leasehold improvements, office
equipment, computer hardware and software and vehicles.

Debt administration
The Center's long-term debl obligations consist of accrued compensaled absences and a capital lease.
Information of these debis can be found in Note 7 to the Basic Financial Statements.

ADOPTION OF GASB STATEMENTS NO. 73 AND NO. 75

The GASE Statement Mo. 73, “Accounting and Financial Reparting for Pensions and Related Assets That Are
Not Within the Scope of GASB Statement No, 68", requires that governmental employers whose employees are
provided with defined benefit pensions recognize a liability and pension expense and report deferred oulflows
of resources and deferred inflows of resources related to pensions administered through a trust that do not
meet the requirements of GASB Statement No. 73. The Center's pension plan is administered by the
Employees Retirement System Administration (ESR). The ESR has not provided to the Center the financial and
technical information necessary for the proper recognition and reporting of its net pension liability, deferred
inflows of resources and deferred oufflows of resources. Accordingly, the Center could not comply with the
accounting and financial reporting requirements set forth in GASB Stalement No, 73. Consequently, the
Center's financial statements do not report or disclose the required information for its pension plan.
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COMMONWEALTH OF PUERTQ RICO Managemant's Discussion and Analysis

Municipal Revenue Collection Center For the Fiscal Year Endad June 30, 2020

ADOPTION OF GASB STATEMENTS NO. 73 AND NO. 75 (CONTINUED)

In addition, the Center's pension plan administrator has not provided the Center with the audited schedules of
employment allocations an OPEB amounts by employer as of June 30, 2019 (Center's measurement date),
necessary to comply with the requirements of GASB No. 75 “Accounting and Financial Reporting for
Postretirement Benefits Other Than Pensions”, as of June 30, 2020. As a result, amounts to be reported as
deferred outflowslinflows of resources related to OPEB, the nel OPEB liability, applicable disclosures and
required supplementary information have been omitted.

ECONOMIC FACTORS

The Commonwealth of Puerto Rico (the Commonwealth) and its instrumentalities are currently facing a severe
fiscal and liquidity crisis. This is the culmination of many years of significant governmental deficits, a prolonged
BCONDMIC recession (which commenced in 2006), high unemployment, population decling, and high levels of
debt and pension obligations.

Also, credit rating agencies have been downgrading their ratings on the Commonwealth debt obligations based
on, amang other problems, years of deficit financing, pension undedunding, budgetary imbalance, and as
mentioned before, years of profonged recession.

As more fully explained in Note 14 to the financial statements, the Govemmenis of the United States of
America and the Commonwealth of Puerto Rico have approved and mplemented cenain laws o overcome this
crisis. Following are some of the measures implemented to this end:

« Puerto Rico Fiscal Agency and Financial Advisory Authority - Act No. 2 of 2017

On January 18, 2017, the Commaonwealth of Puerto Rico approved Act No. 2, known as “The Fuerto Rico
Fiscal Agency and Advisory Authorty (FAFAA)" in order to empower the Authority 1o oversee compliance
with the ceriified budget and fiscal plan approved pursuant to the Puerlo Rico Oversight, Management and
Economic Stability Act of 2016 (PROMESA); to delegate to the Authority the power to revise matiers
including, but not limited to, agreements, transactions and regulations of the agencies and instrumentalities
of the Govemment of Puerto Rico; to provide that it shall be the only entity authorized to enter into creditors’
agreements, andior renegatiate or restructure the public debt, in whole or in part, or any other debt issued
by any Government body including, but not limited to, agencies, boards, commissions, instrumentaliies,
public corporations or applicable political subdivision; to provide that the Executive Director of the FAFAA
shall be the legal successor of the President of the Govemment Development Bank of Puerto Rico (GDB)
in every board, committee, commission or Coundil; to repeal Chapter 6 of Act No. 21-20186, as amended,
and the Puerlo Rico Fiscal Oversight and Recovery Organic Act, Act No. 208-2015; and for other related
purposes.

On January 29, 2017, the Commonwealth of Puerto Rico approved Act No. 5, known as “Puerlo Rico
Financial Emergency and Fiscal Responsibiliy Act” to facilitate and encowrage a voluntary negotiation
process under PROMESA between the Govemnor andfor the FAFAA, on behalf of the Government of Puerto
Rico, and the creditors of the Government of Puerto Rico and its instrumentalities.
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ECONOMIC FACTORS (CONTINUED)

Puerto Rico Fiscal Agency and Financial Advisory Authorify - Act No. 2 of 2017 {Continued)

This Act Authorizes the Government of Puerto Rico, within the parameters established by PROMESA, 1o
designate certain services necessary for the health, safety and welfare of the residents of Puerto Rico and
provided by the Govemment of Puerto Rico and its instrumentaliies as “essential services”, in accordance
with the Constitution of Puerio Rico.

Fiscal Plan Submissions and Certifications - Commonwealth of Puerto Rico and Gowvernment
Development Bank of Puerto Rico

On a letter dated January 18, 2017, the Financial Oversight and Management Board of Puerto Rico (“the
Board") provided the Govemor the fiscal plan targets and guidelines, on a category-by-category basis, that
the certified plan should satisfy. Also, the Board approved the Govemor's request that it extend the
PROMESA stay on liigation through May 1, 2017 on conditions agreed to by the Govemnor, including a
commitment not to attempt to procure short-term Fguidity loans that could resfrict fiscal options, On
February 28, 2017, the Governor submitted a proposed fiscal plan and, after the review, analysis and
deliberation with the Board's members, economists, consultants, attomeys and Governor's representatives,
the Board informed the Governor on March 9, 2017 that it had determined the proposed fiscal plan did not
satisfy PROMESA's requirements. On March 11, 2017, the Gevernor submitted to the Board a revised fiscal
plan. On March 13, 2017, the Board approved and cartified this final plan.

Filing of Title Ill of PROMESA for the District of Puerto Rico

On May 3, 2017, the Financial Oversight and Management Board for Puerto Rico approved and certified
the filing in the United States District Court for the Disfrict of Puerto Rico of a voluntary petition under Title
Il of PROMESA for the Commonwealth of Puerio Rico. This filling was necessary due to the expiration on
May 1, 2017 of the stay against litigation provided by PROMESA, and thus making the government
vulnerable to lawsuits by its creditors. The voluntary filing under Title 11l would preclude those lawsuits whilke
allowing the possbility of consensual negotiations to continue. Also, on May 5, 2017, another voluntary
petition under Title Il of PROMESA was approved, certified and filed for the Puerto Rico Sales Tax
Financing Corporation (‘COFINAT) and, on May 22, 2017, the Board approved, certified and filed similar
voluntary pefitions for the Puerto Rico Highway and Transporiation Authority ("HTA") and the Government
of Puerto Rico Employees Refirement System ("ERS"),

Restructuring Support Agreement (“RSA”) under the provisions of Title Vi of PROMESA -
Government Development Bank of Puerto Rico

On May 15, 2017, the FAFAA and the Govemment Development Bank of Puerto Rico announced a
Restructuring Support Agreement ("RSA) with a significant portion of GDB's financial creditors, which
became effective pursuant to its terms on May 17, 2017, The RSA contemplates dividing GDB's assats into
two separate entities: one for the benefit of its financial creditors consisting of bondholders, municipal
depaositors and non-govemment entity depositors ("New Issuer’), and a Public Entity Trust ('PET") for the
benefit of other depositors (government entity depositors),
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ECONOMIC FACTORS (CONTINUED)

Restructuring Support Agreement [“RSA”) under the provisions of Title Vi of PROMESA -
Government Development Bank of Puerto Rico (Continued)

The RSA terms are to be consummated pursuant to a consensual restructuring of the GDB's liabilities using
a Title VI Qualifying Modification. Once approved by the requisite financial creditors of the GDB, the
Financial Cversight and Management Board and the LS. District Court (Puero Rico), the RSA will provide
(3DB's stakeholders a recovery based on the claim type.

On March 23, 2018, GDB ceased ils operations and on Movember 29, 2018, GDB compleled a
restructuring of certain of its indebtedness pursuant a Qualifying Modification under Title VI of PROMESA
{the Qualifying Modification).

On June 26, 2020, the Board cerlified a fiscal plan for the Center for fiscal years 2021 to 2025 (the Fiscal
Plan), In accordance with "PROMESA”, this Fiscal Plan projects a baseline forecast of Center's sources
and uses of funds for the next five fiscal years based on historical trends and discussions with Center's
management. In order to provide a greater revenue base for Municipalities and ensure greater faimess in
property tax collections, certain measures have been developed to improve operations and increase fax
collections at the Center, These measures are incremental to the baseline projections and must be adopted
and successfully implemented to achieve the targets of the Fiscal Plan.

Impact of COVID-19 Pandemic

On March 12, 2020, Govemnor Wanda Vazquez declared a state of emergency across the island due tothe
COVID-19 global pandemic. Furthermaore, on March 15, 2020, the Governor signed an executive onder (E0
2020:023), which established the closure of all private and govemment operations, except for those related
to essential services, This order was extended through June 30, 2020, by the signing of a new executive
order (EQ 2020-44). Executive Order 2020-44 eased the COVID- 19 lockdown restrictions, reduced the
curfew hours, allowed some businesses to operate at 50% capacity, and authorized the opening of the
majority of businesses and activities (except nightclubs, game rooms, and casinos) including on Sundays.
The new order also called on govemment management employees to return to work on June 16. Cenler's
central and regional offices remained closed during the lockdown period, and, as a result, tax collections for
the month of March, April, May, and June were significantly lower than originally projected. Even though
propery taxes can still be paid through the website, many taxpayers stil pay their taxes at the regional
offices but have not been able 1o do so because of the office closures. In addition, the personal property tax
filing date for FY2020 was extended from May 15, 2020, to August 7, 2020. Therefore, the Center delayed in
collections for the months of May, June, and July. Similarly, the date for the payment of the first quarterly
instaliment of personal property taxes for FY2021 was extended from August 15, 2020, to September 15,
2020.

CONTACTING CRIM FINANCIAL MANAGEMENT

The Center's financial statements are designed to present users with a general overview of its finances.
CQuestions conceming any of the information provided in this report or requests or additional information should
be addressed to the Municipal Revenue Collection Center at PO Box 195387, San Juan, PR 009128-5387.
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COMMONWEALTH OF PUERTO RICO Statement of Net Position

Municlpal Revenue Collaction Canter June 30, 2020

Governmental
Activities

Assets

Curment assals:

Cash and cash equivalents § 7,984 845

Accounis receivable 606,761

Due from other funds 15,213,395
Total cument assets 23,805,001

Moncurrent assets:

Mondepreciable assets 6,715,000

Depreciable assels 10,828,894

Capital assets, net of accumulated depreciation 17,543,894

Total assets ] 41,348,895

Liabilities:

Gurrent portion of:

Capital lease cbligations $ 98,231
Accrued compensated absences 134,098
Accounts payable and accrued expenses 6,798,502
Total cument iabilities 7,030,831

Moncurrent liabikties:

Capital lease obligations, net of current portion 265,193
Accrued compensated absences, net of current portion 6,146 652
Claims and judgments 87,500

Total noncurrent liabilites 6,499,345

Total liabilities 13,530,176

Net position:

Net investment in capital assets 17,543,894

Unrastricted 10,274,825

Total net position 27,818,719
Total liabilities and net position $ 41,348 895

The notes to the financial statements are an integral part of this statements, 18




COMMONWEALTH OF PUERTO RICO Statement of Activities

Muricipal Hevenue Collachon Cenlar For tha Year Ended June 30, 2020

Governmantal
Aglivifies

Expenses;

Taxpayers' and technical services 8 BMT2NT

Administration 17,114,221
Total expenses 34,031,438
General revenues:

Property taxes administrative fees 28,430 586

Sales of certifications and maps 663,892

Semvice charges fo banks 1,021 602

Interest income 94 681

Other income 1,365,457

Federal gran 55484
Total general revenues 3,631,702
Excess of expenses over revenues (2,399,736
Other financing sources
Transfer from other funds 823,307
Total cther financing sources 823,307
Change in net position [1,576,429)
Net position, beginning of fiscal year 29,395,148
Net position, ending of fiscal year $ 27,818,719

The notes o the financiad statements ane an integral parl of this statements. 19




COMMONWEALTH OF PUERTO RICO

Municpal Revenus Collec

General Tax Amnesty Special Revenue Total
Fuind Fuind Fiird Gowemmental Funds
Assals
Cash and cash squivalants $ 42885 § 57880 § - 1 7,984 B45
Accounts recerable 474 489 - 132212 606,761
Due from other funds 15,340 657 553 - 15,350,220
Tots| sssets & 2323701 § 572533 & 132372 8 23041826
Liabilities and fund balances
Linkiltes
Acoounts payable and accrued liabilfies 6,738,502 - 6,798,502
Due o other funds 4553 - 132372 136835
Total liabilities 6,803 055 - 132,272 B85 T
Fund balances:
Committed 4,379 29 - - 4,379,269
Aasigned 600251 - - 00231
Unassigned 6052 106 ST2.533 - B.624 639
Total fund balances 16 433,066 2538 - 17006499
Total liabilities and fund balances § BHrwt S 5725313 § 13272 & 23,841,826
The motes: to the financal stabements are an integral pan of this siatemant, 20




COMMONYEALTH OF PUERTO RICO Reconaliztion of the Balance Sheet-Governmental Funds
Municipal Revenus Collection Canter to the Statement of Mot Posifion

dune 30, 2020

Total Fund Balances-Governmental Funds § 17006499

Amounts reported for governmental actvities in the Staternent of Net Position
are different becausa:

Capital assets used in govemmental actiilies are not financial resources and, therefore,
are nol raported in the funds, In the cumend period, these amounts ane:

Mon-depreciable assels £ 6715000
Diepreciable capital assets 31,074,409
Accumulated depreciation (20.245.515)
Total capital assets 17,543,804

Some Eabilites are not due and payable in the current penod and thenefore, ane not
raported in the funds. Thoss labilies consist of

Capital leases 363424
Rasere for clasms and judgments 87,500
Arcrued compensated absances 6,280,750
Total long-term Eabiites. 16.731.674)
Total Net Position of Governmental Activities 5 2TBars

The notes bo the inancial statements are an integral part of this stalemant. 21




COMMONYYEALTH OF PUERTO RICO Stabsment of Revenues, Expenditres and Changes in Fund Balances-
Muniopal Revenia Collection Carter Governmantal Funds
Far the Year Ended Juns 30 2020

Property Laes adminiskaiive foss § 8430586 S -8

. % 25,430 586
Sales of cartifications and maps 663,892 - - 663,892.00
Service charges 1o banks 1,021,602 - E 1.021,602.00
Intersst income 90,530 4,151 - 94,681.00
Orther income 1365457 - - 1.365457.00
Federal grant - - 55,484 55.484.00
Total revenues 31572067 4,151 55484 .63IT02
Expenditures:
Taspayers' and tachnical sarvices 16,490,172 - . 16,490,172.00
Administration 16.911.558 3H 55,464 16,967 373.00
Total expenditures 33.401,730 N 55 464 33 457 545
Exeess of expenditures over
revenues (1.828.663) 3820 . (1825843}
Other financing sources (uses):
Transfers in 952,500 - - 452,500
Transtars aut . (129,193 . {129,143)
Total other financing sources [uses) 952 500 (129,193} - 823307
Mt change in fund balances (877,163) (125373) - {1,002 536)
Fund balances, beginning 17,311,120 697 506 - 18,009,035
Fund balances, ending 5 16433566 § 5TE53 & - 3 17006489

The notes 1o the finencial statements are an intagral pan of this siatement. 2




COMMONWEALTH OF PUERTO RICO Reconclabon of the Statement of Revenuss, Expandiuies.
Munizipal Revenus | tary Cenlar are] Changas in Fund Balances of Govemmeniad

Fiands o Ihe Stalement of Ackvites
For fhe Year Ended Juna. 30, 2020

et Change in Fund Balances - Total Governmental Funds $ (002536

Amounds reported for gowemmental actiiss in the Statemant of Actities ane different becauss:

Govemmenial funds repor capilal outieys &s expanditures. However, in the government-wade Statement of Activities,
the cost of those assels is allocated over thear estimated useful bves as depreciation expense. This is the amount of
capital assats addeions recorded in the cument penod. 1,227 51T

Deprecation expanse on capital asseds i reporied in the govemment-wide Statement of Activiies, bul @ does not
requere the usa of current financial rascurces. Theredore, depreciation axpense is ol reportad 2= an expanditura in tha
govemmental funds, (1.044,106)

Long-tarm accrwad compensated absences are reporied in the govermment-side Statement of Achivities, but they do
e require thie use of current financial resowrces, Theselons, long-term accrued compensated abaences Wele amMounts
e reported as expenditures in the govemmental funds, The followang amount represents the et changs in the lang-
farm actrued compensaled absances fram phor yaar, (BT 0400

Repayment of the prncipal balance of the oblgation under capdal lease s recorded as expenditure in the
govammental funds, but reduces long tem-debt balanca of the obligation under capital laass in the povemmant-wide
Statement of Net Possion, 967G

Change in Net Position of Governmential Activities § (15784

The notes fo the financial staternents are an niegral part of this statement,




COMMONWEALTH OF FUERTG RIGO Statement of Fiduciary Met Position-Agency. Fund
June 30, 2020

Municigral Revenue Coliaction Center

Citizen's Proparty Municipal
Participation Taves Redemption
Assels
Cash and cash equivalents $ - §  4MTo34dT 5 401,621,987
Due from:
Taxpayars-real propery, nel of allowance
for uncoliectables of §3,310,716,35€ - 713,064,035
Taxpeyvers-personal property, net of allowance
for uncollectables of 5395 478,912 - 102,511,512
Municipaiies, net of allowance
for uncollectables of 541,088,095 - 172,370,931
Commorwealth, nat of allwance
for uncollectables of 58,313,077 - 20,128,775
Others 4.000 - -
Total assets 5 4000 § 1429868700 § 401,621,987
Liabilities
Due fo:
Commorwealth Govemmend $ - § 523474805 5
Municipaities-real property - 713,064,035 -
Municipalities-personal property - 102 511 512 ;
Municipaities-restricted for dabt senice - - 401,621,987
Municipalities-other 4,000 75,600,953 -
Other funds - 15,147,395 -
Total liabilities $ -I& § 1420 Bﬁﬂi?ﬂﬂ & 401,621,987
Tha notes o the financial stalements are an integral part of this siatement, 4



COMMONWEALTH OF PUERTO RICO Noles to Basic Financial Statemenis

Municipal Revenue Collection Center For the Fiscal Year Ended June 30, 2020

1-ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

The Municipal Revenue Collection Center (the Center) was created by Act Mo. B0 of August 30, 1991, as
amended, as part of the Municipa! Reform Legislation. The Center was created for the purpose of
establishing a separate and indepandent municipal enlity from the Commonwealth of Puero Rico (the
Commonwealth), to collect, receive and distribute the property tax revenues of the Municipalities. Prior to
the enactment of this Act, the Commonwealth, through the Department of Treasury, accounted for these
revenues. The Center is exempt from the payment of taxes on its revenues and properties.

As described on Note 17, on August 14, 2020, the Commonwealth of Puerto Rico enacted to law the Act
Wo. 107 (Act No. 107-2020), to create the Municipal Code of Puerto Rico in order 1o integrate, organize
and update the laws related to the organization, administration and operation of Municipalities. This Act
adds new procedural models for greater autonomy for the Municipalities and repeals several Acts that
provide guidance and requirements for their operations. Accordingly, Act No. 80 of August 30, 1991, as
amended (Known as “the Municipal Revenue Collection Center (CRIM) Act” was repealed by Act Mo. 107-
2020,

Also, on December 30, 2020, Act No, 170-2020 was enacted to amend and clarfy several articles and
provisions of Act No. 107-2020.

Accounting prnciples generally accepted in the United States of America require that the reporting entity
include: (1) the primary govemment, (2) organizations for which the primary goverment is financially
accountable and (3) other organizations for which the nature and significance of their relationship with the
primary government are such that exclusion would cause the reporting entity's financial statements to be
misleading or incomplete. The criteria provided in Governmental Accounting Standards Board Codification
Section 2100 has been considered and there are no agencies or entities which should be presented
together with the Center's Financial Statements.

B. Basis of Accounting

Accounting estimates

The preparation of financial stalements in conformity with accounting principles generally accepted in the
United States of America requires management to make 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 revenue, expenses andlor expenditures during the
reporting pericd. Actual results could differ from those estimates.

Cash and cash equivalents

The Center has defined cash and cash equivalents o include cash on hand, demand, depasits, and short-
term investments with original maturities of three (3) months or less from the date of acquisition.




COMMONWEALTH OF PUERTO RICO Notes to Basic Financial Statemants

Municipal Revenue Collection Center For the Fiscal Year Ended June 30, 2020

1-ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

Capital assets

Capital assets include land, construction in progress, building, building improvements, leasehold
improvements and equipment, and are reported in the govemment-wide financial statements,

The Center defines capital assets as assets, which have an initial individual cost of more than 3500 at
date of acquisition and an estimated useful life of five (5) or more years. Capital assels are recorded at
historical cost or estimated historical cost if actual historcal cost is not available. Donated capital assels
are recorded at their acquisition value / entry price (the price that would be paid to acquire an asset with
equivalent service potential in an orderly market transaction at the acquisition date).

Additions, improvements and other capital outiays that significantly extend the useful ife of capital assets
are capitalized. The costs of normal maintenance and repairs that do not add value to the assets or
materially extend assets lives are not capitalized; instead, they are expensed as incumed.

Capital assets accounted for in the governmental funds are recorded as expenditures in the govemmental
fund financial statements. Depreciation expense is recorded in the government-wide financial statements.
Also, capilal assets are depreciated using the straight-line method over the assets estimated life.
Equipment under capital leases is amortized on the straight-line method over the shorter period of the
lease term or the estimated useful life of the equipment. Such amortization is included in the depreciation
and amortization expense amounts reported in the financial statements. Land and construction in progress
are non-depreciable assets. The estimated useful lives of capital assets are as follows:

Types of Capital Assets Years
Building/infrastructures 40
Building/Infrastructure improvements 40
Leasehold improvement 10
Office equipment 5
Computer hardware and software 5
Vehicles 5
Office equipment under capital lease 5

Deferrad ovtflows/finfiows of resources

In addition to assets, the Statement of Net Position will sometimes report a separate section for defemed
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 (expensel expenditure) until then.

In addition to labiliies, the Staterment of Net Position 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 that applies to a future period(s) and so will not be recognized as an inflow of
resources (revenue) until that time.

26




COMMONWEALTH OF PUERTO RICQ Notes to Basic Financial Statements

Municipal Revenue Collection Center For the Fiscal Year Ended June 30, 2020

1-ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)
Deferred outflows/inflows of resources (Continued)

In the govemment-wide Statement of Met Position, the Center repors defemed oufflowsfinflows of
resources that result from the following transactions:

mguﬂmwm Fedeml and state granls renewed hefnfE thE beglnmng l:rf Ihe ﬁscal
year to which they pertain are recognized as deferred inflows of resources. The amounts defered
would be recognized as an inflow of resources (revenue) in the period in which the time requirements
are fulfilled.

Illan_ﬁmmu_ Arnnunts reparted for uhanges in the uaimlatmn nf Ihe ttrlal pensm iatullty thal
resylt from: a) differences between expected and actual experience; b) changes of assumptions; ) net
d:ﬁmm between projected and actual eamings on pension plan investments; d) changes in

and difference between Center's contributions and proportionate share of contributions; and
&) Center's contributions subsequent to the measurement date.

In the govemmental funds Balance Sheet, the Center reports deferred inflows of resources that result from
the following transactions:

; '- en met - Federal and slale granls recewed I:lefme lhe beg:nmng nl the ﬁsu::al
year ta wmd: 1he1r peﬂam are recognized as deferred infiows of resources. The amounts deferred
would be recognized as an inflow of resources (revenue) in the period in which the time requirements
are fulfilled.

iF i if asis of accounting - Amounts are recognized
as unavmlahle revenue fmm me falhwmg snurms prapert;r taxes, sales and use taxes and
intergovemnmental revenues collected or to be collected after the availability period. The amounts are
deferred and recognized as an inflow of resources (revenue) in the period that the amounts become
available. Since this defered inflow of resources is the result of the modified-accrual basis of
accounting, it is only reported in the Fund Financial Statement (FFS).

Long-term obligations
In the Govemment-Wide Financial Statements, special and other long-term obligations are reported as
noncurrent liabilities in the Statement of Net Position. The liabilities reported in this statement include the
Center's long-term habilities for the acquisiion of office equipment, and the long-term accrued
compensated absences,




COMMONWEALTH OF PUERTO RICO Noles to Basic Financial Statemenis

Municipal Revenue Collection Center For the Fiscal Year Ended June 30, 2020

1-0RGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Compensated absences

Compensated absences are those absences for which employees will be paid, such as a vacation, sick
leave, and sabbatical leave. A liability for compensated absences that are attributable to services already
rendered and that are nof confingent on a specific event that is oulside the control of the Center and its
employees is accrued as employees eam its rights to benefits. Until February 3, 2017, employees eamed
their right fo annual vacation leave at the rate of thirty (30) working days per calendar year up to a
maximum permissible accrual of sixty (60) working days for regular employees.

The excess was payable, if not used by the employee, by June 30 of the next fiscal year. Employees
eamed sick leave at the rate of eighteen (18) working days per calendar year. Sick leave is only payable if
the regular employee resigns and has more than ten (10) years of employment, or retires. The maximum
permissible accrual is ninety (30) working days for all employees and the excess is payable if nof used by
employee by March 31 of the next fiscal year,

On February 4, 2017, the Govemment enacted Law No. & for the Administration and Transformation of the
Human Resources of the Govemment of Puerlo Rico. This Law established and recognized that the
govemment is a Single Employer. Under the provisions of this Law, annual vacation days were reduced
from thirty (30) to fifteen (15) days. The vacation days may be accumulated to a maamum of sixty (B0}
days. Also, the employees hired before the effectiveness of this Law will be granted annually eighteen (18)
days of sick leave. However, the employees hired after the effectiveness of this Law, will be granted
annually twelve (12) days of sick leave. In both cases, the sick leave days may be accumulated to a
maximum of ninety (90) days.

On July 10, 2018, the Law No. 125 was enacted in order to recognize the CRIM as a municipal entity. In
accordance with this Law, the CRIM's employees are not subject to Law No. 8 described before. Based on
the Law Mo. 125, the CRIM established that all employees will eam their right fo annual vacation leave at
the rate of thirty (30) working days per calendar year up to a maximum permissible accrual of sixty (60
waorking days for reguiar employees. The days in excess will not be paid, and will be lost if not used by the
employees.

Also, employees will eamn sick leave at the rate of eighteen (18) working days per calendar year. Sick
leave is only payable if the regular employee resigns and has more than ten (10) years of employment, or
refires. The maximum permissible accrual is ninety (90) working days for all employees and the days in
excass will not be paid, and will be lost if not used by the employees.

The Center accrues accumulated unpaid vacation and sick leave and associated employee-refated costs
when eamed (or estimated to be eamed) by the employee. The noncurrent portion (the amount estimated
lo be used in subsequent fiscal years) for governmental funds is maintained separately and represents a
reconciling item between the Government-Wide and the Govemmental Funds' Financial Statement
presentations.




COMMONWEALTH OF PUERTO RICO Notes 1o Basic Financial Statements

Municipal Revenue Collection Cenler For the Fiscal Year Ended June 30, 2020

1-ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Claims and judgments

The estimated amount of the liability for claims and judgments, which is due on demand, such as from
adjudicated or setiled claims, is recorded in the general fund when the liability is incurred.

Those cases that, as a result of the settlement a property tax credit is awarded, such a credit is recorded
by management as a conlra-account in the property tax receivable balance.

Accounting for pension costs

The Center's employees are covered by the refirement plans administered by the Employee's Retirement
System of the Government of Puerto Rico and its Instrumentalities (ERS). The Commonwealth of Puerto
Rico is considered to be the sponsor of the ERS, a multi-employer defined contribution plan.

Effective on July 1, 2017, the Center and other participants of the ERS converted to a new PayGo model.
Under the PayGo funding, the participant employers directly pay the pension benefits as they are due
rather than attermpt to builld up assels to pre-fund future benefits. Paygo payments are recorded as
expendiuresiexpenses in the financial statements. Accordingly, at that date, the Center shall implement
the requirements set forth by GASB Statement No. 73 “Accounting for Financial Reporting for Pensions
and Related Assels That Are Not Within The Scope of GASE No. 68"

GASE Stalement Mo. 75 *Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions” is effective for the Cenler staing on July 1, 2017. As required by the accounting
pronouncement, OPEB fransactions should be accounted based on its proportional share of the collective
net OPEB liability, OPEB expense and defered outflowsfinflows of resources reported by the Plan. For
purposes of measunng, OPEB costs should have all been determined on the same basis as they are
reported by the Plan, The ERS has not issued its 2017 and 2018 basic financial statements, nor has it
provided 1o the Center with the required information to implement the referred accounting pronouncement.
The Center's contribution for OPEB is included as part of the Paygo charges billed on a monthly basis by
the Puerlo Rico Department of Treasury ('PROTY). Paygo payments are recorded as
expenditures\expensas in the financial statements.

C. Measurement Focus
The Center's basic financial statements indude both Govemment-Wide (Statement of MNet Position and
Statement of Activities) and Governmental Funds Financial Statements (Balance Sheet and Statement of
Revenue, Expenditures and Changes in Fund Balances).
Government-Wide Financial Statements
The Government-Wide Financial Statements report information of all the non-fiduciary activites of the

Center, For the most part, the effect of inter-fund activity has been removed from these Government-Wide
Financial Statements.
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COMMONWEALTH OF PUERTO RICC Notes to Basic Financial Statements

Municipal Revenue Collection Cenler For the Fisoal Year Ended June 30, 2020

1-ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C. Measurement Focus (Continued)
Government-Wide Financial Statements (Continued)

The Statement of Activities demonstrates the degree to which the direct expenses of a given function are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function.
Program revenues include: 1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services or privileges provided by a given function and, 2) contributions that are restricted to
meeting the operational or capital requirements of 3 specific function. Management fees and other items
not propery incuded among program revenues are repored instead as general revenues. The
Government-Wide Financial Statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as is the Fiduciary Fund Financial Staternent. Agency funds have no
measurement focus. Revenues are recorded when eamed and expenses are recorded when a Rability is
incurred, regardless of the timing of related cash flows.

Governmental Fund Financial Statements

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. Revenue is considerad to be available when it is collectible within the current
period or soon enough thereafter to pay Rabiliies of the cument period. For this purpose, the Center
considers revenue to be avaiable if it is collected within sixty (60} days of the end of the cument fiscal
penod. Expendidures are generally recorded when a hiability is incurred, as under accrual accounting.
However, debt services expenditures, as well as expenditures refaled o compensaled absences, claims
and judgments, are recorded only when payment is due. Separate Fund Financial Statements are
provided for Govemmental Funds and Fiduciary Funds, even though the later are excluded from the
Government-Wide Financial Statements. Major individual government funds are reported as separate
columns in the fund financial statements.

D. Basic Financial Statements Presentation
Financial information of the Center is presented in this report as follows:

1. Management's Discussion and Analysis introduces the basic financial statements and provides
analytical overview of the Center's financial activities.

2. The Government-Wide Financial Statements report information of all of the non-fiduciary activities of
the Center. The Statement of Met Position presents the Center's non-fiduciary assets and liabilities,
with the difference reported as net position. Net position is reported in three categories:




COMMONWEALTH OF PUERTO RICO Notes o Basic Financial Statements

Municipal Revenue Collection Cenler For the Fiscal Year Ended June 30, 2020

1-ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
D. Basic Financial Statements Presentation (Continued)

Financial reporting presentation (Continued)

a. Net investment in capital assets - Consists of capifal assets, net of accumulated depreciation
and amortization, reduced by the cutstanding balances of bonds, notes, or other borrowings that
are atfributable to the acquisition, construction, or improvement of those assets. Deferred outflows
of resources and defered inflows of resources that are atirbutzble to the acquisition,
construction, or improvement of those assets or related debt also should be included in this
component of net position. The portion of the debt or deferred inflows of resources atfributable to
the unspent debt proceeds is not included in the calculation of net investment in capilal asssis.
Instead, the portion of the debt or deferred inflows of resources is included in the same net
position component (restricted or unrestricted) as the unspent amount.

b. Restricted net position - The restricted component of nel position consisls of restricted assels
{subject to restrictions beyond the Center's control) reduced by liabilities and deferred inflows of
resources related to those assets. Generally, a fiability relates 1o restricted assels if the asset
results from a resource fiow that also results in the recognition of a liability or if the liability will be
liquidated with the restricted assets repored. Restrictions are externally imposed (by creditors,
granlors, contributors, or laws and regulations of other govemments) or imposed by the law
through constitutional provisions or enabling legisiation.

c. Unrestricted net position - Unrestricted net position is the net amount of the assets, deferred
outfiows 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.
Unrestricted net position is often designated to indicate that management does not consider them
to be available for general operations. These types of constraints are intemal and management
can remove or modify them,

The Government-Wide Statement of Activities was prepared following the option available for
single—program governments using a single column reporting expenses (by functions) first
followed by revenues (by major sources). The difference between these amounts is the change in
net position and followed by beginning and ending net position.

Net position flow assumption

Sometimes, the Center will fund outlays for a particular purpose from both restricted and unrestricted
resources. In order to calculate the amounts to report as restricted - net position and unrestricted —
net position in the govemment-wide financial statements, a flow assumption must be made about the
order in which the resources are considered to be applied. It is the Center's policy to consider
restricted - net position to have been depleted before unrestricted - net position applied.

A




COMMONWEALTH OF PUERTO RICO Notes 1o Basic Financial Statements

Municipal Revenue Collection Cenler For the Fiscal Year Ended June 30, 2020

1-ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Basic Financial Statements Presentation (Continued)
Financial reporting presentation (Continued)

3. Govemmental Funds Financial Statements focus on information about the Center's General Fund,
Tax Amnesty Fund and Special Revenue Fund.

a. General Fund: The General Fund is the operating fund of the Center and it is used to account for
all financial resources except those required 1o be accounted for in another fund.

b. Tax Amnesty Fund: During the fiscal year ended June 30, 2014, the Legislare of the
Commonwealth enacted Act Mo. 145 of December 9, 2013 (Act No.145), as amended, which
established a Tax Incentive Plan, effective for 100 days. The Plan consisted of an exemption from
payment of cerdain interest, penalties and surcharges accumulated over real propery faxes
imposed before the fiscal year 2013-2014, over personal property taxes imposed before 2013, and
the requirement made to the Center of eliminating from its accounting books certain tax debts.
Also, the Act No. 145 established that the Center will create a special fund in which the collections
under the above mentioned plan will be deposited. Ninety five percent (95%) of such collections
were assigned and distributed to the Municipalities during the fiscal years ended June 30, 2014,
2015 and 2016. Also, five percent (5%) of such collections were assigned to the Center during
those years up to $5,000,000. Since the fiscal year ended June 30, 2017, one hundred percent
(100%) of the collections were assigned and distributed to the Municipalities. The transactions and
balances of the five percent (5%) assigned to the Center are reporied in the Tax Amnesty Fund.

On May 16, 2014, the Legislature of the Commonweslth enacted the Act Mo. 55 of 2014, as an
amendment to the Act Mo. 145, This Act stated that the Center shall distribute collections under
Tax Amnesty Act no later than ninety (90) days after the tax amnesty expiration date.

¢. Special Revenue Fund: This fund accounts for the proceeds of specific revenue source, such as
federal and state grants, that are legally restricted to expenditures for specific purposes. This legal
restriction may be imposed either by governments that provide funds, or by oulside parties. This
fund accounts for substantially all federal monies received by the Center.

4. The statements and notes are followed by the required supplementary information that contains the
budgetary comparison schedule for the General Fund, The Schedule of the Center's Proportionate
Share of the Net Pension Liability and the Schedule of Center's Contributions are also required
supplementary information required by GASB, but are not presanted as further explained in Note 12
of the financial statements.
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Municipal Revenue Collection Cenler For the Fisoal Year Ended June 30, 2020

1-ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Basic Financial Statements Presentation (Continued)
Financial reporting presentation (Continued)
5. The Statement of Fiduciary Net Position is reported using the economic measurement focus and the

accrual basis of accounting, similar to the Govemment-Wide Financial Statements described above.
The Center reparts the following fiduciary funds:

a. Agency fund: This fund reports resources held by the reporting govemment in a purely custodial
capacity. There are three major agency funds reported by the Center as follows:

i. Property Tax Fund: Pursuant to Act No. 80 of August 30, 1991, as amended, the Center is
empowered to bill and collect property taxes in order to distrbute property tax collections to
the Municipalities.

ii. Municipal Redemption Fund: This fund is used to semrvice the debt of the Municipalities.

ji. Citizens' Participation Fund: The Center is responsible for receiving and distributing funds
assigned by the Commonwealth for citizens' paricipation in the municipality development
program, {the Program). The Program was established by Act Mo. 2 of July 9, 1973, as
amended, and is funded through legislative appropriations. The funds of the Program are
distributed to the Municipalities based on some specific criteria established by the Act.

6. Notes to the financial statements

The emphasis in the fund financial statements is on major funds. The model defined in GASE Mo, 34
establishes criteria for determination of a major fund. In summary, the Center reports as major funds, the
General Fund, the Tax Amnesty Fund and the Special Revenue Fund.

E. Fund Balances -Governmental Funds

The Govemmental Funds Financial Statements present fund balances classificalions that comprise a
higrarchy that is based primarily on the extent to which the Center is bound to honor constraints on the
specific purposes for which amounts in the respective govemmental funds can be spent. The
classifications used in the Govermnmental Fund Financial Statements are as follows:

« Non-spendable: This classification includes amounts that cannot be spent because they are aither: a)
not in spendable form or b) are legally or contractually required fo be maintzined intact. The Center
has currently no funds under this classification as there are no items that are not expected to be
converted to cash within the next year.

+ Restricted: This classification includes amounts for which constraints have been placed on the use of
the resources either: (a) extemally imposed by creditors (such as through a debt covenant), grantors,
contributors, or laws or regulations of other govemments, or (b} imposed by law through constituional
provisions or enabling legislation.
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1-ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Fund Balances -Governmental Funds {Continued)

« Committed: This classification includes amounts that can be used only for specific purposes pursuant
to constraints imposed by formal action of the Center's Governing Board (the Board), These amounts
cannot be used for any other purpose unless the Board removes or changes the specified use by
taking the same type of action (resolution) that was employed when the funds were initially committed.
This classification also includes confractual obligations to the extent that existing resources have been
specifically committed for use in salisfying those contractual requirements.

» Assigned: This classification includes amounts that are constrained by the Center's intent to be used
for a specific purpose but are neither restricted nor committed. This intent can be expressed by the
Board or through the Board delegating this responsibility to the Center's Executive Director through
the budgetary process.

o Unassigned: This classification includes the residual fund balance for the General Fund. The
unassigned classification also includes negative residual fund balance of any other governmental fund
that cannot be eliminated by offsetting assigned fund balance amounts.

Fund balance flow assumptions

The Center would typically use restricted balance first, followed by committed resources, and the assigned
resources, as appropriale opportunities arose, but reserves the right o selectively spend unassigned
resources first fo defer the use of these other classified funds,

F. Financial Risk

The Center caries commercial insurance to cover casualty, thef, tort claims and other losses. The cost of
insurance for the year ended June 30, 2020 amounted to $172,351, The current insurance policies have
not been cancelled or terminated.

G. Reconciliation of Government-Wide and Fund Financial Statements
The basic financial statements of the governmental funds includes a reconciliation between the total fund
balances of the governmental funds and the fotal net position of governmental activities as reported in the
Govemnment-Wide Statement of Net Position. The two (2) elements of the reconciliation are:

= |ong-term liabilifies, including compensated absences, loans and notes payable, that are not due
and payable in the current period, and therefore, are not reported in the govemmental funds, and

» capilal assels used in govemmental activities that are not financial resources and, therefore, are
not reparted in the govemmental funds.
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1-ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
G. Reconciliation of Government-Wide and Fund Financial Statements (Continued)

Likewise, the Governmental Funds Statement of Revenues, Expendifures and Changes in Fund Balances
of the govemnmental funds includes a reconciliation between the excess (deficiency) of revenues over
{under) expenditures and the change in net position as reported in the Government-Wide Statement of
Activities.

The reconciliation explains, among other things, that the govermmental funds report capital outlays as
expenditures, bul are capitalized and their costs allocated over their estimated useful life in the
Govemment-Wide Financial Statements.

2-CASH AND CASH EQUIVALENTS

A. Deposits

The Center is autharized to deposit only in bank institutions approved by the Department of Treasury of
the Commonwealth. Such deposits should be kept in separate accounts in the name of the Center, Itis
the Center's policy to have all bark account openings approved by the Board. During the year ended
June 30, 2020, the Center invested its funds in interest-bearing accounts.

B. Custodial Credit Risk

Custodial credit risk — deposits: is the risk that in the event of 3 bank failure, the govemment's
deposits may not be retumed to it. The Cenler maintains cash deposits in one (1) commercial bank
located in Puerto Rico. Under Commonwealth of Puerlo Rico statutes, public funds deposited in
commercial banks must be fully collateralized for the amount deposited in excess of insurance provided
{up to $250,000) by the Federal Deposit Insurance Corporation (FDIC). All securities pledged as
collateral by the Center are held by agents designated by the Puerto Rico Secretary of Treasury but not
iélﬁge Center's name. Total deposits in this commercial bank, at June 30, 2020, amounted to
844,121,

Deposits in commercial banks

The Center has the follawing depositary accounts in one (1) commergial bank. Al deposits are carried at
cost plus accrued interest, if any.

Bank Balance
Depaository Account at June 30, 2020
Deposits insured by the FDIC $ 250,000
Depaosits subject to the coliateral requirements 699,594,121
Total deposits $ 699844121
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3-RECEIVABLES

The accounts receivable consist of an amount of $474 489 due for services charged to financial
institutions for access through the web to the Cenler's tax system and sale of maps. It also includes a
porion of a daim submitted to the Federal Emergency Management Agency (FEMA) amounted to
$132,272 to mitigate the impact of the expendituras incurred due to the damages caused by the Hurricane
Maria.

4-ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
Accounts payable and accrued liabilities at June 30, 2020 are summarized as follows:

Total
General Governmental
Description Fund Funds
Accounts payable $ 6.682466 § 6082466
Accrued liabilities 116,036 116,036
Total $ 6,708,502 £ 6798502
5-INTERFUND TRANSACTIONS
A. Due fromfto other funds
Receivable Fund Payable Funds Amount
General Fund Special Revenue Fund § 1322772
Fiduciary Fund - Property Tax Fund 15,217,395
$ 15,349,667
Tax Amnesty Fund General Fund g 553
Fidugiary Fund:
Citizens’ Participation Fund General Fund § 4,000

B. Transfers-in (out)
Transfers among individual funds were made for operational purposes as follows:
Originating Fund ___ Receiving Fund Purpose Amount

Fiduciary Fund General Fund Transfer of cash balance £ 952500
Tax Amnesty Fund General Fund Transfer of cash balance {129.183)

Total § 823307
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Municipal Revenue Collection Center

Notes to Basic Financial Statemenis
For the Fiscal Year Ended June 30, 2020

6-CAPITAL ASSETS

The Center's capital assets activity for the year ended June 30, 2020 is as follows:

Balance Balance
Governmental Activities: al July 1, 2019 Additions Retirements Reclassifications at June 30, 2050
Caapital assets, not being depreciated
Land $ 6,715,000 s - - . $ 6715000
ConsfnucSion in progress 235 980 H . {235,080 a
Total capital assets, not being
dapraciated § 6,040,980 g - $ - {225, 980) $ 6715000
Capital assets, baing depreciabed:
Bubdinginfrastructune 9,785,000 - 9,785,000
Buildng/infrasbructure improvements 4040 347 137,519 . 4 380 166
Leasehold improvements 443337 - 225880 669317
Offics2 equipment 2,404 452 84033 {77079 . 2E11408
Compulers hardware and software 5480058 362388 (224 861) EEIT 485
Vehickeg 208,144 - . 208,144
Other equipment 1.320.548 - - 7330548
Tolal capital sssels, baing
depraciated 20,922 807 127517 (302,040 225,980 31,074,409
36,863 872 1221577 (302,040) 37788408
Less accumulated depreciaiion for:
Buiidnginfrastnachura {3,814 000) (244 825) - (4,158, 625)
Buildng/infrastnuchure improvements {1,320, 058) [103.341) - {1,423,229)
Leasehold improvements . {43 507) - {43,507
Offica eguipmant (2,299 368) 199,919y 71079 2,322, 208)
Capital lease (B9,561) (63,181) B (162,748
Computers hardware and software {4.411,285) (468,510} 224 961 {4,654 E34)
Vighicles (148,631) {21023 . (169,654)
Other equipment [F320548) - {T.320.546)
Tobal accumulated depreciation (195003,448) {1,044 106) 302.040 (20,245 515)
Total capital assets, being
depreciated, nel 10.410.443 183471 225580 10,525 854
Govemmental activiies capital
agsels, net § 17360473 § 183,471 § § 17543894

The Center follows the provisions of GASE Statement No. 42, Accounting and Financial Reporting for
Impairment of Capital Assets and for Insurance Recoveries, an amendment of GASE Statement No. 34. This
Statement establishes guidance for accounting and reporting for impairment of capital assets and insurance
recoveries, The Center did not recognize any impairment loss during the Fiscal Year Ended June 30, 2020,

kT
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Municipal Revenue Collection Center For the Fiscal Year Ended June 30, 2020

T-LONG-TERM LIABILITIES
Long term liability activity for the year ended June 30, 2020, was as follows:

Baginning Mat Ending Due within
Balance Change Balance One year
Claims and judgments 5 87,500 5 - § B7.500 5 -
Capital leases 443,100 {19,676) 363424 98,231
Accrued compensaled
absences 5443,110 837,040 6,280,750 134,098
Total long-temm liabilities $ 5974310 $ 757364 $6,731.674 § 232329

The long-term liabilities are described as follows:

1. Claims and judgments - Represents the estimated loss of legal cases to be paid subsequent to
June 30, 2020. The awarded amount, if any, will be paid with unrestricted funds.

2. Accrued compensated absences - The Govemment-Wide Statement of Net Posiion includes
§3,410,93 of accrued sick leave benefits, 52,730,981 of accrued vacation benefits, and $138,846 of
accrued compensatory time, representing the Center's commitment to fund such costs from future
operations.

3. Capital lease obligations - The Center leases office equipment under a non-cancellable capital
lease. The lease requires monthly payments of $8,694 including interest at 4.60%.

The future minimum lease obligations and the net present value of these minimum lease payments
as of June 30, 2020 for the next four (4) years are as follows:

Year ending Principal Interest

June 30, Amount Amount Total

a2 § 982 $ 15147 § 113378

pr 1 94,770 9,887 104,657

2023 98,60 5,766 104,657

2024 71,532 1,249 72,781
Todal $ 363424 § 32,048 § 385473
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Municipal Revenue Collection Center For the Fiscal Year Ended June 30, 2020

8-FUND BALANCES
Fund balances ane classified as follow;
Total
General Tax Amnesty Governmental
Fund Balance Classifications Fund Fund Funds
Committed
Relocation of Ponce Office § 384359 $ - $ 34350
Relocation of Bayaman Office 278,089 - 278,089
Relocation of Caroling Office 538,750 - 538,750
Relocation of Arecibo Office 537,000 - 537,000
Call canfer senvices 3925 - 3925
Image actualization - digital cadaster 2637 146 - 2,637,146
Total committed 4.379.269 2 4,379,269
Assigned
General, administrafive and operational
Expendiures 002,59 - 6,002, 51
Unassigned 6,052,106 572,533 fi,624 639
Total fund balances § 16,433 966 § 57051 § 17,006,499
General Fund

The General Fund has unassigned fund balance of $6,052,106 at June 30, 2020. Also, it has assigned funds
consisting of balances reserved for outstanding contracts of $6,002,591. In addition, the General Fund has
4,379 769 committed for special projects as determined by the Board's Resolutions.

9-AGENCY FIDUCIARY FUND
A. Agency Funds

Agency funds report resources held by the Center in a purely custodial capacity. The Center received
resources from grants or other legally sources that are transferred to the Municipalities. The Center serves
only as a cash conduit, that is, it has not administrative or direct financial involvement in the program,
therefore these resources were reported in an agency fund as required by GASB Statements No. 34, and
neither revenue nor expenditures are recorded, and no fund balance is required.
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9-AGENCY FIDUCIARY FUND (CONTINUED)
A. Agency Funds (Continued)

The agency fiduciary fund is used to account for the: (a) citizens' paricipation fund, (B} municipal
redemption fund and (c) property taxes fund, which are custodial in nature and do not involve
measurement of results of operations. These agency funds are described below:

.  Citizens' Participation Fund

The Center is responsible for the receiving and distribution of funds assigned by the Commonwealth for
Citizens' Participation in the Municipal Development Program (the Program). The Program was
established by Act No. 81 of August 30, 1991, as amended by Act No. 84 of October 29, 1992 and is
funded through legislative appropriations. Programs funds are distributed to the Municipalities based in
certain specific criteria established by the Act.

IIl.  Municipal Redemption Fund

The Municipal Redemption Fund is used to service the debt of the Municipaliies, As described on Note
11, on November 29, 2018, the Center, FAFAA and GDB provided and amendment and full reformulation
of the Center's deed of frust under the *Deed of Trust Mo. 58", Accordingly, the government enacted Law
Mo. 109 of August 24, 2017, to amend Law No. 80, in order to appoint FAFAA as tust's designated
trustee. Also, on November 29, 2018, the Center (as settior), FAFAA (as trustee) and a commercial
banking institution (as custody bank) made a second amendment and restatement to the “Trust Account
Custody and Management Agreement” pursuant the provisions of the amended and restated “Deed of
Trust Mo. 58°. The FAFAA bank maintains records of outstanding municipal bonds and noles, makes
principal and interest payments on their due dates, and notifies the Center of the amounts paid. The fund
increases by the collections of the designaled portions of real and personal property taxes. During the
fiscal year 2019-2020, the Center collected for the Municipal Redemption Fund the amount of
§377,065,100. Total debt service payments amounted to $253,911,785. Of such amount, principal and
inferest amounted to $145,723,322 and $108,188,463, respectively.

Outstanding notes and bonds of all Municipalities as of June 30, 2020 amounted o $1,735,985,526. On
July 1, 2020, the Center made a payment amounting to $182,805,653, including principal of $137 305,186
and interest of $45,500 466.

.  Property Tax Fund

Real property taxes are assessed every July based on the taxable values as of January 1, using the
estimated values of 1957. Assessed values of personal property are based on the book value at January 1
of gach year. Property taxes are assessed for all properties located at the Commonwealth, Real propery
faxes are billed by the Center and are due in two (2) equal installments in July and January following the
assessment date. Personal propery taxes are self-assessed and are due in May 15, when the related
property tax refumn is required to be filed. Personal propery tax payers are required to make four (4)
quarterly estimated payments to pay the self-assess contribution on or before May 15.

40
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S-AGENCY FIDUCIARY FUND (CONTINUED)
A. Agency Funds (Continued)
The property tax rates per annum vary among Municipalities. For the fiscal year 2019-2020, the rates were

comprised as follows:
Personal Property Real Property
Minimum Maximum Minimum Maximiim
Basic 372% 4.00% 5.T2% 6.00%
Cantribution to debl redemption funds:
State 1.03% 1.03% 1.053% 1.03%
Municipal 1.00% 5.50% 1.20% 5.50%

Tolal property tax rates varied from 5.80% to 10.33% for personal property and 8.03%: to 12.33% for real
property.

The propery tax fund includes a total of approximately 34.52 billion in gross receivables. Of these,
approximately $4.02 billion and $498 million are induded in the accounts of real and personal property
taxes, respectively. Management has performed an in-depth analysis of the aged receivables and has
determined to establish an allowance for uncollectible accounts of B2%.

The following table summarizes the accounts receivable from real and property taxes of the Center's

Agency Fiduciary Fund.
Penaltes
Govemmental agencies § a0 § . § 15T §  ETam 5 23708381 § 270830
Bankrupicy SRES0MT {2708 57 067 588 13435 074 165,149,981 164,208,544
REmany accounits
recervabis balance 1 513810.8850 (2236 5d) 21EATED 143850 577 4528511 456 35182377 M5
Total 2,021 251,660 §  (230.307) § 2267 586,33 § 713,150,132 4,521 770818 $4, 706,185,270

B. Impact of the Certified Fiscal Plan of the Commonwealth of Puerto Rico

One of the measures approved for the reduction of governmental expenditures included in the fiscal plan
certified by the Financial Oversight and Management Board is the progressive reduction of the subsidies
given to the Municipalities, mainly the ones that are paid through the monthly advances of property taxes
made by the Municipal Revenues Collection Center (CRIM).

Eh
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9-AGENCY FIDUCIARY FUND (CONTINUED)

B. Impact of the Certified Fiscal Plan of the Commonwealth of Puerte Rico

One of the measures approved for the reduction of govemmental expenditures included in the fiscal plan
certified by the Financial Oversight and Management Board is the progressive reduction of the transfers of
funds provided by the Commonwealth of Puerto Rico (the Commonwealth) to the Municipalities, mainly the
ones that are paid through the monthly advances of property taxes made by the Municipal Revenua
Collection Center (CRIM).

Based on the approved budget of Commonwealth of Puerto Rico for fiscal year 2019-2020, the Center shall
experience a reduction of revenues of $55,742,000, This reduction represents a decrease of 25.90% in
revenues compared to the prior fiscal year, as presented below.

Increase
Revenue Source 2019-20 Budget 201819 Budget {Decrease) Percentage
General Fund {Transfers) 5 131,838,000 5175730000 5 (43,892,000) {24.98) %
5% of Puedto Rico Additional Lotiary Systam 27,670,000 39,520,000 (11,850,000} {20.98)%
Total  § 153,508,000 5 215250000  § (55.742.000) {25.90)%

However, during the fiscal year 2019-2020, total actual transfer of funds from the Commonwealth's General
Fund and the Lottery amounted to $148,507,127, representing a reduction of $82,364,140 or 35.68%,
compared with prior year. Also, during fiscal year 2019-2020, basic property taxes decreased by
$12,922,156 or 5.08% compared to prior fiscal year. Accordingly, during fiscal year 2018-2020, total
revenues experienced a reduction of $95,286,296 or 19.63%, as shown in the following table;

Increase

Revenue Sounce 2018-20 2018-19 (Decrease) Percentage

35% of Puerto Rico Additional
Lottery Systam § 16,669,127 § 55,087 267 5 (38.418,140) (B9.74)%
General Fund (Transfers) 131838000 175,784,000 (43 945 000) (25.00)%
Sub-intal 148,507,127 230,871,267 (82,364, 140) (35.68)%
1% and 3% bagic property laxes 241 573 592 254 405 748 {12 322 156) {5.08)%
Total § 390,080,719 § 485367 115 $  (05286,296) {19.63)%
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S-AGENCY FIDUCIARY FUND (CONTINUED)

C. Equalization Process

Act Mo, B0 of August 30, 1991, as amended, established a special fund known as the Equalization Fund
{*Fondo de Equiparaciin”) for the purpose of ensuring that all Municipalities receive at least the same
amount of revenues as they received on the prior year from Ihese sources.

The Equalization Fund shall include the following:

{a) All funds derived from basic property taxes assessed by the Commonwealth of Puerto Rico prior to
the 1991 Municipal Reform comesponding to a tax rate of 1% for personal property tax and a tax rate
of 3% over the assessed value of all real estate property in Puerto Rico, not othenwise exempt. For the
fiscal year ended June 30, 2020, these funds amounted to $241,573 592,

{b) 2.50% for the fiscal years after 2002-2003 of the net intemal revenue of the Commonwealth of Puerto
Rico. However, during the last two (2) fiscal years this amount have been reduced under the provision
of the Commonwealth's approved fiscal plan under PROMESA. For the fiscal year ended June 30,
2020, total ransfers received from the Commonwealth amounted o $131,838,000.

{c) An amount equal to 35% of the Puerto Rico Additional Lottery System (the Lottery) net operational
income. However, the financial statements of the Lottery are not available at the date of the issuanca
of this reporl. Accordingly, for the fiscal year ended June 30, 2020, the funds received by the Center,
which are included in the schedule, amounted o §16,669,127.

{d) An amount equal to 2% of the state imposed penalfies described under Sec. 5001 of Title 9, known as
the Puerio Rico Vehicles and Transit Law ("Ley de Vehiculos y Transito de Puerto Rico") lo be
distributed by Municipalities by the Center. Funds under this item shall be collected and distributed to
the comesponding Municipaiiies directly by Puerto Rico Treasury Depariment; therefore such
amounts are not part of the Schedule.

Funds received under items (a) above are distributed fo the corresponding Municipalities. Funds received
under items (b) and (c) above are distributed to the Municipalities up to the amounts required to make each
Municipality's revenue equal its revenue from these sources for the prior fiscal year (i.e., equalize the
Municipalities), Any excess funds received under items (b) and (c) above are distributed to the
Municipalities using the four {4) factors provided by Act No. 80.

However, due to the deficiency of funds for the equalization process caused by the reductions of
Commonwealth's transfers to the Center, during the fiscal year 2018-2019 certain provisions of Act No. 80
related to the distribution of funds to the Municipalities were amended. Accordingly, the Center's Goveming
Board has the autharity to establish the formula to determine the bases for the equalization and distribution
of funds.
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C. Equalization Process (Continued)

On May 17, 2019, the Commonwealth of Puerto Rico enacted the Act Mo. 29 (Law for the Reduction of
Administrative Burdens of Municipalities) in order to eliminate the obligation of Municipalities to contribute
to the Govemnment's health plan and the Pay as you Go retirement system. Instead, the Municipal Revenue
Collection Center (the Center) will retain in the Equalization Fund, a fifty percent (50%) of the amount that
the Municipalities should disburse to ASES, using as a basis the amount invoiced for the fiscal year 2015-
2016. In addition, the Center will retain in the Equalization Fund, a ninety percent (90%) of the amount that
the Municipalities should disburse to the "Pay as you Go", using as a basis the amount invoiced for the
fiscal year 2017-2018. The amount refained in the Equalization Fund will be distributed to the
Municipalities, according to the rules applicable to that fund. The remaining cash will be distributed among
Municipalities, based on the proportion they contribute to monthly remittance advances. This Ad reduces
the impact of the fiscal plan approved by the Financial Oversight and Management Board (the Oversight
Board) under PROMESA, which included the progressive reduction of transfers from the Commonwealth's
General Fund to the Municipalities until their elimination by the fiscal year 2023,

According to the Act, from the fiscal year beginning July 1, 2019, Municipalities will not be required to pay
the Pay as you Go, nor the Center the obligation to remit payments for this purpose. In addition, the
Municipalities, will have no obligation, neither the Center, to make contributions to the health insurance plan
{ASES), beginning October 1, 2019.

Basad on the above, the Center withheld from the monthly remittance advances to the Municipalities, an
amount of $202,955,012 as a municipal contribution to the Equalization Fund for the fiscal year ended June
30, 2020. This amount was withheld from the non-exempt basic property faxes collections and was
considered to be part of the equalization of revenues and distribution of funds to the Municipalities along
with the municipal transfer of funds from the Commonwealth’s General Fund and the Lottery appropriated
in the Fiscal Year 2020 Cerfified Budget. As mentioned before, total actual transfers received from the
Commonwealth's General Fund and the Lottery amounted to $131,838,000 and $16,669,127, respectively.
Accordingly, total funds received from the Commonwealth's General Fund and the Lottery for the fiscal year
ended June 30, 2020, experienced a reduction of $82,364,140 compared with prior fiscal year,

On April 15, 2020, the United States District Court for the District of Puerto Rico (the Court), annulied the
Act No. 29. The Court agreed with the Oversight Board, that Act No. 29 was inconsistent with the fiscal
plans and budgets certified by the Oversight Board for the Commonwealth of Puerto Rico. The Court
delayed the effective date of the arder through May 6, 2020 to allow the Cversight Board, the Municipalities
and the Puerlo Rico Fiscal Agency and Advisory Authority (FAFAA) to work collaboratively to resolve the
immediate fiscal implication of Act No. 29's nullification. The nullification of Act No. 29 required the
Municipalities collectively to reimburse to the Commonwealth $198 million: $166 million related to Pay Go
obligations and $32 million related to health care costs. The Oversight Board proposed various methods by
which Municipaliies may allocate among themselves their reimbursement obligations. After the evaluation
of the proposed altematives, the Center agreed to accept fo distribute $131,838,000 municipal fransfers
from the Commonwealth’s General Fund appropriated in FY 2020 Certified Budget as an offset for repaying
the FY 2020 municipal PayGo charges and ASES contribution. Other alternatives for the repayment of the
remaining balance of $66 million were evaluated between the parties.
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C. Equalization Process (Continued)

As a result of the drcumstances described before, the funds transferred from the Commonwealth's General
Fund amounting to $131,838,000 during fiscal year 2020, were nol available for distribution to
Municipalities as established in the Act 80 of August 30, 1991. Instead, the Center distributed to the
Municipalities the amounts of $241,573,592, §202,955,012 and $16,669,127 related to the funds derived
from the basic property taxes of 1% for personal property tax and the 3% for real estate property tax, the
municipal contribution according to the Act Mo. 29 and the funds received from the Lottery System,
respectively. Therefore, the funds collected during the fiscal year were not sufficient to provide an
equalization of revenues for all the Municipalities.

Accordingly, a deficiency of funds for the equalizalion of revenues resulted in the amount of $54, 726,434,
as shown in the following table:

Funds required for the

equalization of revenues § 515528920
1% and 3% basic property taxes {241,573,692)
Excess of revenues over the equalization
requirements 395245
Total funds required to be covered with
municipal contributions (Act No. 29) and Lottery 274,350,573
Municipal contributions (Act No, 29) (202,955012)
Funds from the Puerto Rico Additional

Lottery System (16,669.127)
Deficiency of funds for equalization

of revenues § 54726434

Taking into consideration the deficiency of funds, the liquidation schedule for the fiscal year 2020 was
prepared based on the following assumptions:

1. Computation of the equalization of funds for all Municipalities using the results obtained during fiscal year
2016-2017 as base year.
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C. Equalization Process (Continued)

2. One [1) Municipality which resulted with an excess of revenues over the equalization reguirements of
$395,245, will receive such excess and was excluded from the distribution of the deficiency of funds for
equalization of revenues.

3. The requirement for equalization of revenues with municipal contributions-Act No. 29 and the Lottery for
the remaining seventy seven (77) Municipaliies amounted fo $274,350,573. Motwithstanding, funds
available for distribution amounted to $219,629,139, which were distributed based on the proportionate
share of each Municipality of the total of funds amounted to $274,350,573, resulting in a deficiency of
funds of 354,726,434,

The Center distributed to the Municipalities $582,822 770 and, $16,668,127 during the fiscal year 2020,
related to the basic municipal property tax and to the Electronic Lottery System, respectively. As of June
30, 2020, the balance due from the Commonwealth of Puerto Rico related to the Electronic Lottery System
and to the NIR General Fund amounted to 520,036,376 and 392 400, respectively. The balance due from
the Lottery is related fo the funds liquidation for fiscal year ended June 30, 2016, 2017, 2018 and 2020,

As described on Note 17, one of the measures approved for the reduction of governmental expenditures
included in the fiscal plan cerfified by the Financial Oversight and Management Board is the progressive
reduction of the Commonwealth's General Fund transfers of funds given to the Municipalities. Based on
the approved budge! of Commonwealth of Puerto Rico for fiscal year 2020-2021, the estimated reduction
of revenues will be $2,140,000. Accordingly, during fiscal year 2020-2021, the Municipality’s income will
experience a reduction of 1.34%

D. Debt service provided by the Property Tax Fund

The property tax fund provides debt services to the municipal govemments for the repayments of the
following debis:

« Line of credit agreements: In accordance with Act No. 42 of January 29, 2000, the Board approved a
line of credit with GDB amounting to $166,449,961 to finance the accumulated debt due from
Municipalities up to June 30, 2000 for the excess of remittances received by the Municipalities. The
line of credit proceeds was used to pay off statutory and fiduciary obligations. This line of credit wil
be repaid from the increase of 48% of fived subsidy of the net intemal revenue of the
Commonwealth granted to the Municipalities. In accordance with Act No. 146 of October 11, 2011,
the Center approved a line of credit amounting $105,000,000 to repurchase the tax fiens sold to
Puerio Rico Public Finance Corporation on June 30, 1998. The line of credit will be repaid from the
increase of .48% of fixed subsidy of the net internal revenue of the Commonwealth granted to the
Municipalities. The amount collected from the delinguent tax debt would be applied to principal, The
Center cannot determine the amount fo be collected from the delinquent tax debts. For these lines of
credit, the Center has received the signed resolutions and notes payable from Municipalities. Once
the Municipalities completed such documents, each individual note became parl of the Municipal
Redemption Fund.
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9-AGENCY FIDUCIARY FUND {CONTINUED)
D. Debt service provided by the Property Tax Fund (Continued)

» Insurance and other withholdings: As part of the monthly remittances distributed by the Center, the
Municipalities authorize the Center to withhold funds for the payment of the following obligations:

{1) Municipal insurance policies: The Municipalities camy commercial liability insurance fo cover
casualty, theft, tort claims, and other losses. Insurance poficies are negotiated by the Puerto
Rico Treasury Depariment Since 2012, the Municipaliies were allowed to negotiate their
insurance polices direclly with the insurance providers. As of June 30, 2020, all the
Municipalities negotiate their insurance policies with private insurance providers.

(2) Loans: The Cenler also withholds all amounts due by Municipalities on their Ioans payable to the
GDB and commercial banks.

(3) Payments due to governmental entities: Certain amounts due to other govemmental entities
under payment plans subscribed by the Municipalities or by statutory acts.

(4) Center's administrative expenses: An amount equal to 5% of collections of the property taxes
is set aside to cover for the Center's administrative expenses.

10-TAX ABATEMENTS

The government of the Commonwealth of Puerto Rico has enacted varous laws in order to provide economic
incentives to the industries performing business in the Island. Under these laws, the govemment promotes the
creation of new employments, the investment in the acquisition of equipment, the investment in the
modemization and improvement of existing faciliies and the construction of new infrastructure. In order to
assess the economic development expected, the government entered inlo agreements granting to eligible
businesses and companies, tax examptions on income taxes, property ftaxes (real and personal). Also,
exemptions are granted on municipal licenses taxes, construction excise taxes and other municipal income
taxes levied by municipal ordinances.

Act 60-2019 on July 1, 2019 “Puerto Rico Incentive Code"”

On Juby 1, 2019, Act 60 was enacted fo adopt the "Puerto Rico Incentives Code” (the Code); consolidate the
dozens of decrees, incentives, subsidies, refunds, or existing tax or financial benefits; promote the nght
environment, opportunities and tools to promote the sustainable economic development of Puero
Rico; establish the legal and administrative framework that will govem the request, evaluation, grant or denial
of incentives by the Govemment of Puerto Rico; promote the effective and continuous measurement of the
costs and benefits of the incentives granted to maximize the impact of the investment of public funds; give
stability, certainty and credibility to the Govemment of Puerto Rico in everything related fo private
investment; improve the economic competitivenass of Puerto Rico. The following dispositions are included in
the Code:

a7




COMMONWEALTH OF PUERTO RICO Notes to Basic Financial Statements
Municipal Revenue Collection Cenler For the Fiscal Year Ended June 30, 2020

10-TAX ABATEMENTS (CONTINUED)

an atfractive tax proposal to atiract direct foreign investment and to promote economic development and social
betterment in Puerto Rico.

Tax Benefits (Exemptions):

» The tax-exempt businesses that hold a decree under these sublities shall be subject to a fixed income
tax rate of four percent (4%) on their net industrial development income, with other provisions that would
lower the tax rate. Also, 100% exemption on the income earn from eligible investments.

= A Special Deduction for Investment in Buildings, Structures, Machinery, and Equipment in the taxable
year during which these were incurred, in lieu of any capitalization of expenses.

= A Tax Credit for purchasing products manufactured in Pueno Rico equal to twenty-five percant (25%) of
the purchases of such products.

o A Tax Credit to reduce the cost of electric Power of up to 10% of the paymenis made to the Electric
Power Authority for net electric power consumption.

e Sixty-percent (50%) exemption on municipal license fees, municipal construction excise taxes and other
municipal taxes levied by any municipal ordinance.

« Ninety-percent (90%) exemption on municipal and Commonwealth taxes on real and personal property.

thiitle B (i PR < I [ofrire - Chaple did S HENITIE = LS ENE PIEYIOUSHY & X

Purposes:
» Tomake Puero Rico a world-class tourist destination.

= To ensure adequate conditions for the continuous development and worldwide competifiveness of
Puerto Rica's hotel industry.

= To provide the environment to continuously raise local and foreign capital for investment in tourism
projects.

= Toimprove the incentives offered to the Puerto Rican tourist industry according to the evolution of the
best tourist products offered, the challenges faced, and the oppartunities offered by today's world.
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10-TAX ABATEMENTS (CONTINUED)

To reduce the high costs of construction and operation of tourism-related businesses in Puero Rico.

To take action to reduce energy costs through the various renewable source altematives.

Tax Benefits (Exemptions):

Tourism development income shall be exempt from income taxes pursuant to the following terms and
conditions: (i) For all tourist activities not established in Vieques or Culebra, the exemption percantage
on said income shall be of up to ninety percent (90%). (i) For all tourist activities established in Vieques
and Culebra, the exemption percentage on said income shall be of up to one hundred percent {100%).

Any property devoted 1o a tourist activity shall enjoy up to a ninety percent (90%) exemption on all
municipal and state taxes on real and personal propery for a period of ten (10) years.

A new business shall not be subject to the payment of license fees, construction excise taxes, and other
municipal taxes. An existing business shall enjoy up to a ninety percent (90%) exemption,

Shall enjoy up to a one hundred percent (100%) exemption from the payment of the taxes on Use and
Consumgption items,

Al exempt businesses and their contractors or subconiraciors shall enjoy up to a one hundred percent
(100%) exemption on any tax, levy, fee, icense, excise tax, rate, or charge for the construction of works
to be devoted to a tourist activity within a municipality, imposed by any ordinance of any municipality.

previously ACT 118 of 2010 - * Municipal Economic and Tourist Development

Purpese: Foster the economic development of Municipalities.

Tax Benefits:

A Gradual Tax Rate Schedule for the net income generated at a tourist facility from 8% to 25%,
depending on the total amount of private capital investment of the Grantee.

The income from the operation of games of chance at a tourist facility shall not be subject to any sales
tax and that the Facility shall enjoy an exemption of ninety percent (90%) of the preferential tax on real
and personal property used.
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10-TAX ABATEMENTS (CONTINUED)

Purpose: Provide an adequate framework for the continued development of our film industry and other related
activities; providing tax incentives to aftract foreign capital and foster the economic development and social
welibeing of Puerto Rico,

Tax Benefits (Exemptions):

Tax Credit amounting to forty percent (40%) of those amounts cerfified by the Auditor as disbursed in
connection with all Puerto Rico Production Expenditures, except for payments made to Monresident
Talent; and twenty percent (20%) of those amounts certified by the Auditor as disbursed in connection
with Puerio Rico Production Expenditures consisting of payments to Nonresident Talent.

In the case of infrastructure projects, the credit granted shall be equal to twenty-five percent (25%) of
those amounts cerified by the Auditor to have been disbursed in connection with the development
andfor expansion of the infrastructure project.

Grantee's net income directly derived from the exploitation of activities covered under a Grant shall be
subject to a fixed income tax rate of four percent (4%), in lieu of any other tax, if any, provided in the
Code or any other Puerto Rico law.

The real or personal property devoted to activities covered by a Grant that is otherwise subject to
taxation, shall be entitled to a ninety percent (90%) exemption from all municipal and Puerto Rico taxes
on real or personal property.

No Grantee shall be subject to municipal license taxes, construction excise taxes, and other municipal
income taxes imposed by a municipal ordinance.

A special tax shall be imposed, collected and paid in lieu of any other taxes and regardless of any
exemption provided in the Code, of twenty percent (20%) on the total amount received by any
Nonresident Talent,

Purpose: Provide the adequate environment and opportunities to develop Puerto Rico as an intemational
service center, encourage local professionals to stay and return, and atiract foreign capital.
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= Eligible businesses shall be subject to a fixed income tax rate of four percent (4%) on income. Howewver,
the fixed income tax rate for a taxable year shall be reduced by one percent (1%) when certain
conditions are met.

« Personal or real property used in the operation of the activity covered by a decree, shall enjoy ninety
percent (90%) of the exemption on municipal and state taxes.

Purpose: To establish public policy in the agricultural sector and other refated economic sectors. Also to
establish the requirements to qualify "bona fide farmers” and to provide them with all kind of exemptions for the
payment of income taxes, property taxes (real and personal), municipal licenses, construcion excise taxes
and any other state or municipal taxes or rights.

Tax Benefits (Exemptions):
= Exemption of ninety percent (90%) of income taxes for revenues eamed from agricultural business.
«  Tax Credit up o fifty percent (50%) of the total eligible investment.

« Exemption of a hundred percent (100%) for the payment of real and personal propery over assets used
intensively for agricultural businesses and purposes.

« Exemption of 2 hundred percent (100%) for the payment of state excise taxes over the acquisition of
any equipment, machinery and effects used in the agricuttural business.

« No“bona fide farmer” shall be subject to municipal license taxes, excise taxes and other municipal
income taxes levied by a municipal ordinance.

Purpose: To further renewable energy generation, in accordance with short, medium and long-termn
mandatory goals; to empower the Energy Affairs Administration to incentivize compliance with compulsory
goals and development of sustainable renewable energy and altemative renewable energy; fo establish
measures aimed at fostering the development of sustainable energy systems that further energy use savings
and efficiency through the establishment of a fund denominated “Gresn Energy Fund”, to organize and
standardize the existing incentive and create new incentive that stimulate the proliferation of these energy
sources, and to amend certain existing laws.
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10-TAX ABATEMENTS (CONTINUED)

Tax Benefits (Exemptions):

« Fixed income tax rate of four percent (4%) on revenues derived from eligible businesses and
companies.

= Exemption of ninety percent (0%} for the payment of real and personal property over assets used in
eligible businesses or companies.

« Exemption of sixty percent (80%) on municipal icense taxes, excise faxes and other municipal income
tawes levied by a municipal ordinance,

The Incentive Code will allow the types of incentives that are now granted to be standardized, and those
risky incentives thal have historically resulted in losses or that have adversely impacted Puerto Rico's
economy be minimized.

The Incentives Code recognizes that it Is essential to promote the effective and continuous measurement of
the costs and benefits of the incentives granted, in order to determine the cash that is invested vis a vis what
the treasury receives. Therefore, the new Incentive Code will also incorporate provisions to measure the
retum on investment (ROI) and keep updated data on that retum by economic sector.

The Incentives Code will facilitate the analysis of our incentives to determine the desirability of maintaining,
modifying or discontinuing any incentive that proves to be obsolete, or consequently, that has resulted in
negative performance. The analysis, in addition, will allow lo determine which incentives can provide positive
performance based on specific data, if govemment resources should be redirected to other industries to
maximize performance and stimulate productivity, and even, will identify the need to create New incentive
mechanisms. New incentives will be evaluated and approved through mechanisms and processes
established in the regulation adopled by the DDEC, based on complete analyzes that allow informed
decisions. This structure will allow processes to be improved, incentives based on ROl and economic
priorities to be analyzed, and the desirability of continuing fo grant the incentive to be determined within a
reasonable time.

In line with the above, an incentive evaluation model will also be created, in accordance with the needs of
the Puerto Rican economy, to measure the effectiveness of the program based on the annual repors
submitted by the beneficiaries. The analysis of the reports will allow stimulus programs to be improved, and
will ensure that incentives are allocated and used to maximize the economic impact on the island, Likewise,
the: evaluation will facilitate compliance with the terms and condifions of the incentives granted, including the
measurement of risk and return on investment of such stimuli, in line with the public policy of economic
development.
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10-TAX ABATEMENTS (CONTINUED)

As an important element to ensure rigor in the application of standards and transparency, a gingle office will be
designated to monitor compliance aspects. For these purposes, the Tax Exemplion Office, now the Incentive
Office will bacome part of the DDEC and assume other responsibilites in accordance with the new Incentive
Code.

Other significant laws enacted by the Commonwealth of Puerto Rico to assess economic development are:

Purpose: To promote the film industry and other related activities; to create incentives for private investments
and to atiract foreign capital; to creale an adequate infrastructure for the maximum development of this
indusiry; to define the areas and scope of this Act and fo insiall the operational mechanisms that shall allow iis
maximum development in the shortest term possible for the benefit of Puerto Rico.

Tax Benefits (Exemptions):

» A tax credit equivalent to forty percent (40%) of those items of the Budget paid to Residents of Puerto
Rico, as certified in writing by Company’s accountant.

= A lax credit equal to the lesser amount of: forty percent {40%) of the amount of the investment in cash
paid to the Film Entity engaged in an Infrastructure Project, in exchange for primany-issue stock or
shares, or twenty percent (20%) of the Budget of the Infrastructure Project.

= Subject to a fixed income tax of seven percent (T%).

= The property devoted to a Film Project or Infrastructure Project that is otherwise subject to taxation,
shall be entitfed to a ninety percent (90%) exemption from all municipal and Commonwealth taxes on
real or personal property, for a ten (10)-year period.

= No Film Entity shall be subject to municipal license taxes, constrection excise taxes and other municipal
income taxes levied by a municipal ordinance,
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Purpose: To grant tax incentives to Hospitals and other applicable health provider's fagilifies in order to
promote its development by providing the ability to raise funds to invest on its operations needs

Tax Benefits (Exemptions):

«  Tax Credit up bo fifteen percent {15%) of the total eligible payroll expense to be used to reduce up lo fifty
percent (50%:) of income taxes over eligible health service revenues.

= Exemption of a hundred percent (100%) for the payment of real and personal property over assels used
to provide health services.

= Exemption of a hundred percent (100%) for the payment of state excise taxes over the acquisition of
any equipment, machinery and effects used to provide medical treatment or diagnostics.

« Mo Hospital or efigible health service facility shall be subject fo municipal license taxes, excise taxes and
other municipal income taxes levied by a municipal ordinance.

Other Acts Enacted by the Commonwealth of Puerto Ricg
The following are other Acts enacted by the Commonwealth of Puerio Rico, which may grant tax incentive and
benefits to eligible participants.

o Act 148 - 1988 “Act for the Rehabilitation of Santurce”
o Act 75 - 1995 "Special Act for the Rehabilitation of Rio Piedras”

e Act 14 - 1996 "Special Act for the Rehabilitation of Caslafer”

= Act 178 - 2000 “Special Act for the Creation of the Theatrical Distric™

These enacled laws only applied to tax payers which businesses or companies are located in certain
Municipalities or sectors of Puerto Rico.

In order to promote economic development behind the boundaries of the Municipality, most of the seventy
gight (78) Municipal Legislatures has approved and issued ordinances in other to grant exemption to
businesses and companies from the payment of property taxes (personal and real), municipal license taxes,
construction excise taxes and other municipal income taxes levied by a municipal ordinance,
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Tax Benefits (Exemptions);

The percentages of exemptions granted by each of the seventy eight (78) Municipalities for the payment of
property taxes (personal and real), municipal license taxes, construction excise taxes and other municipal
income taxes levied by a municipal ordinance may vary in accordance with the agreement established with
each eligible business or company.

The following table shows the amount of real property tax abatement during the fiscal year ended June 30,
2020.

Real
Property Tax % of total
Industry | Business Abatement Abatement
Buildings used for warehouses § 52,083,206 1748%
Pharmaceutical companies 79,070,481 26.54%
Hotels and related businesses 17,044 725 B6.02%
Industrial companies and businesses 102,066,700 34.26%
Other industries and businesses 46,722 877 15.66%
Total § 207 487 208 100.00%

As derived from the previous table, the industries with the highest tax abatement of real property tax during
the fiscal year ended June 30, 2020 are the industrial companies and businesses and the pharmaceutical
companies, which represented 34.26% and 26.54% of tolal tax abatement, respectively.

The following table shows the amount of personal property tax abatement during the Fiscal Year Ended
June 30, 2020,

Personal

Property Tax % of total

Industry | Business Abatement Abatement
Pharmaceutical companies $ 56615891 12.75%
Industrial companies and businesses 172,080,914 38.77%
Professional services 72428429 16.32%
Commercial companies and businesses 21,519,283 4.85%
Other industries and businesses 121,238,890 27.31%
Total § 443883407 100.00%

As derived from the previous table, the industries with the highest tax abatement of personal property tax
during the fiscal year ended June 30, 2020 are the industrial companies and businesses and other industries
and businesses, which represented 38.77% and 27.31% of total tax abatement, respectively.
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11-DEED OF TRUST

On MNovember 2, 2015, the Center (the Trustor) and the GDB (the Trustee) signed a deed of trust to create a
Trust Fund pursuant the requirement and provisions of Article 4 of Act No. 80 of August 30 1991, as
amended. The Trust shall receive: 1) all property taxes revenues collected by the Cenfer pursuant the
provisions of Aricles 2.01 and 2.02 of Act Mo. 83 of August 30, 1991, as amended; 2) revenues defived
from the “Additional Lottery System®; 3) and a percent of intemal revenues comresponding to the
Municipalities; and 4) any other revenue esfablished by law cormesponding to the Municipalities. The Trustee
shall make payments to the beneficiaries (the Municipalities) of the Trust based on the criteria and priorities
established by the Center pursuant the provisions of Article 17 of Act No. 80 of August 30, 1991, as
amended. The Trust Fund's beginning capital balance amounted to $291,103,470, based on the deposits
held by the Trustee as October 31, 2015.

On January 18, 2017, the Commonwealth of Puerto Rico approved Act No. 2 “The Puerto Rico Fiscal
Agency and Advisory Authority (FARAA)" in order to empower the Authority to oversee compliance with the
cerified budget and fiscal plan approved pursuant to the Puerto Rico Oversight, Management and Economic
Stability Act of 2016 (PROMESA) and to delegate to the Authority the power to revise matters including, but
not fimited to, agreements, transactions and reguiations of the agencies and instrumentaliies of the
Government of Puerto Rico. Under the provisions of this Act, the FAFAA shall assume all fiscal agency,
financial advisory and reporting functions of the GDB under Act Mo. 272 of May 15, 1945, as amended.

Amendment and Restatement to Deed of Trust

On November 29, 2018, the Center, FAFAA and GDB provided an amendment and full reformulation of the
Center's deed of trust under the *Deed of Trust No. 58°. Accordingly, the govemment enacted Law Mo. 109 of
August 24, 2017, to amend Law No, 80, in order to appoint FAFAA as trust's designated trustee or one or
more private banking institutions that FAFFA might designate, replacing GDB. The funds deposited on the
trust fund amounting to $363,617,079 at November 29, 2018 (excluding the funds deposited on the GDB
which will be subject and used on the GDB restructuring transaction) represents the trust's available capital at
that date. Under the provisions of the deed, the Trust shall receive: 1) All property faxes revenues collected
by the Center pursuant the provisions of Article 2,01 (basic property tax) of Act No. 83 of August 30, 1991, as
amended to be credited to the Equalization Fund; 2) All property taxes revenues collected by the Center
pursuant the provisions of Article 2.02 (special property tax) of Act No. 83 of August 30, 1991, as amended to
be credited to the State Fund; 3) ANl collections by the Center related to additional special municipal tax
subject to the requirements of Law Mo. 64 and Law No. 83 to be credited to Public Debt Redemption Fund; 4)
Any other future enacted tax that might be established by Law. to be credited under the provisions required
by the Law.

Also, on Movember 29, 2018, the Center (as settior), FAFAA (as trustee) and a commercial banking institution
{as custody bank) made a second amendment and restatement to the “Trust Account Custody and
Management Agreement” pursuant the provisions of the amended and restated “Deed of Trust No. 58°. In
addition, at that date, the GDB completed a restructuring of certain indebledness pursuant to a Qualifying
Modification under Tithe V| of PROMESA.
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11-DEED OF TRUST (CONTINUED)

As established by the deed of trust and its composition amended on November 29, 2018, there are three (3)
funds within the Trust:

Municipal Redemption Fund -These are funds to pay bonds and loans payable from the Special
Additional Tax (CAE). There are three (3) main creditors: private banks, the Puerto Rico Municipal Financial
Agency (MFA) and the FAFAA,

Once in January and once in July, the FAFAA, as Trustee will pay the creditors from this fund. However, the
Municipalities have the right to request once a year any excess of funds, FAFAA determines the excess of
each Municipality and disburse such amount in accordance with applicable law.

Matching Fund - These are the General Fund contributions to the Municipaliies. These funds will be
invested outside the GDB. There is no material impact on the GDB because these funds are deposited for a
few days before being transfered to the Municipalities.

State Redemption Fund ~This is comprised of the 1.03% of the property tax that is destined to fhe payment
of the Commonwealth's General Obligations. Before the Trust was established, the Center iransferred these
funds directly to the Puerlo Rico Department of Treasury. These funds shall be deposited in a bank account
for the benefit of the State Redemption Fund.

12-PENSION PLAN
Pension System - Prior to July 1, 2017

The Center is a participating employer in a retirement plan administered by the Employee's Retirement
System of the Govemment of Puerto Rico and its Instrumentalities (ERS). ERS covered all regular full-time
public employees working for the executive and legislative branches of the Commonwealth and the
Municipalities of Puerto Rico (including mayors); the firgfighters and police of Puerto Rico and employess of
cerain public corporations not having their own retirement systems. Prior to July 1, 2017, the system
operated under the following benefits structures:

»  Act No. 447 of May 15, 1951 ("Act 4477) effective on January 1, 1952 for members hired up to
March 31, 1990,

s ActNo. 1 of February 16, 1990 ("Act 17) for members hired on or after April 1, 1990 and ending on
or before December 31, 1999,

= Act Mo, 305 of September 24, 1999 (which amended Act 447 and Act 1) for members hired from
January 1, 2000 up to June 30, 2013,
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12PENSION PLAN (CONTINUED)
Pension System - Prior to July 1, 2017 (Continued)

Employees under Act 447 and Act 1 were participants of a cost-sharing multiple employer defined benefit
plan. Act 305 members were paricipants under a pension program known a5 System 2000, a defined
contribution plan. Under System 2000 benefits at refirement age were not guaranteed by the
Commonwealth and were subjecied to the total accumulated balance of the savings account. Act No. 3
amends the provisions of the different benefits structures under the ERS moving all participants (employees)
under the defined benefit pension plans (Act 447 and Act 1) and the defined contribution plan (System 2000)
o a defined contribution hybrid plan. For Act 447 and Act 1 aclive participants, all retirement benefits
accrued through June 30, 2013 were frozen, and thereafter, all future benefits accrue under Act 3 plan.
Contributions are maintained by each participant in individual accounis. Credits to the individual accounis
include (1) contributions by all members of ERS Act 447 and Act 1 defined benefit pension plans after June
30, 2013; {2) the refirement savings account as of June 30, 2013 of System 2000 participants and, (3) the
investment yield for each semester of the fiscal year. The assets of the defined benefit program, System
2000 and the defined contribution hybrid plan were pooled and invested by ERS.

The Commonwealth has already taken critical steps towards a comprehensive reform of the ERS. On
September 30, 2016, the ERS was designated by the Owersight Board as a “covered instrumentality”
pursisant to the provisions of PROMESA, The Act requires covered instrumentalities to develop fiscal plans
and accordingly, a pension fiscal reform was included as part of the Commonwealth's fiscal plan which was
proposed and approved by the Oversight Board on March 13, 2017. As a result of the ERS’s severe fiscal
and liquidity crisis, on May 21, 2017 the Oversight Board filed a voluntary pefition under Title Il of
PROMESA in the United States District Court for the District of Puerto Rico (the “District Court).

Pension System - After July 1, 2017

Act No. 106 of August 23, 2017 ("Act 1067) was enacted to reform the Commonwealth retirement systems
and, among other dispositions, provide the necessary legal and operational structure of the determination
and payment of accrued pension benefits as of June 30, 2017, the creation and transition to a new defined
contribution plan and the reform of ERS's governance, effective on July 1, 2017. Those dispositions are
summarized as follows:

Effective July 1, 2017 participants ceased to accrue new pension benefits and are no longer able to make
direct credit payments or to make additional contributions o the ERS. The ERS created and will maintain, for
each participant or actual beneficiary, an individual record as of June 30, 2017 which includes the accrued
pension benefits, employment history and accumulated contributions made.
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12-PENSION PLAN [CONTINUED)
Pension System - After July 1, 2017 (Continued)

All benefits including refirement, disability, death, and other pensioner additional benefits were determined in
accordance to the specific benefit structures under Act 447, Act 1, Act 305 and Act 3 and will be paid based
on the information provided in the individual record. The accrued pension benefits will be funded through:

» The net proceeds of the sale of ERS’s assets,

» A pay-as-you-go ('PayGo") charge to the participant employers determined by ERS and billed by the
P.R. Department of Treasury ('PRDT"),

+ Commonwealth's legislative expenditure appropriations,

» Donations by any public or private entfity,

»  25% of first or periodic payments on public-private partnership contracts,
« Other funds determined by the Commonwealth's Legislature.

On June 27, 2017, the PRDT issued the Circular Letter No. 1300-46-17 to communicate to the
Commonwealth, the Municipalities and other participants of the ERS the conversion procedures o a new
PayGo model, effective on July 1, 2017, Under the PayGo funding, the participant employers directly pay the
pension benefits as they are due rather than attempt to build up assets to pre-fund future benefits. This
funding method allows the retirement systems to continue to pay benefits even after the plans’ assets have
been exhausted. In addition, as a result of the implementation of PayGo funding, employers' contributions
related to special laws and additional uniform contributions are eliminated. Payments are made by the
employers (the Center) through a government treasury single account (TSA) maintained on a separale trust
under the custody of PROT. TSA funds are deposited and maintained in a private commercial bank. It is
expected that, as the ERS’s assets become depleted, the PayGo charge will increase.

Act 106 includes penalties and specific procedures for collection of unpaid PayGo charges. For
Municipalities, it authorized a legal lien of property tax to be collected by the CRIM through the monthly
advances, During the fiscal year 2019-2020, the Center was billed and recognized as PayGo charges
expenditures for $5,059,624. As of June 30, 2020, the balance due by the Center to the ERS amounied to
84,212 462.
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12-PENSION PLAN (CONTINUED)
Pension System - After July 1, 2017 (Continued)

General - Effective July 1, 2017, a new defined contribution plan (*DC Plan") is created and maintained in a
separate trust. It covers all active participants of the ERS as of that date and participants enrolled in the
public service after that date. The Retirement Board (as discussed later) is responsible for oversight of the
DC Plan; the PROT cumently serves as the trustee and custodian of the DC Plan's assets, which are
deposited in a private bank account.

The fransition to the new DC Plan is currently in process. In accordance with Act 106 requirements, the
Retirement Board is evaluating proposals to appoint a plan administrator which will perform recordkeeping
and management functions for the DC Plan, including the development and adoption of a plan document,
effective July 1, 2019. The transition includes the creation of a separale trust and the transfer of participant
accounts.

a ributions - Funds are maintained in individual accounts for each participant
wmm am medrted mih pamupanrs pre-tax contributions and investment eamings. Participants are required
to contribute at least B.5% of gross salary. The Plan provides for voluntary additional pre-tax contributions as
permitted by the Puerto Rico Intemal Revenue Code of 2011 {"2011 PR Code”). After July 1, 2019,
participants may direct the investment of their contributions into various investment options offered by the
DC Plan. During the Fiscal Year Ended June 30, 2020, employees' confributions amounted to $1,070,775.

Payment of banefits - Upon termination of service a participant or the participant beneficiaries may elect to
receive an amount equal fo the value of the participants inferest in his or her account in a lump-sum
amount, maintain his or her account in the DC Plan, or roll-over their account to a qualfied plan under the
2011 PR Code. Upon participants death the account balance will be distributed fo its designated
beneficiaries. Distributions are subject to income tax in accordance with the provisions of the 2011 PR Code.
For participants of the DC Plan with accrued pension benefits as of June 30, 2017, benefits will include
amounts participant's interest in his or her account plus accrued pension benefits funded through the PayGo
system.

! - Act 106 creates a Retirement Board composed of thiteen (13) members
{government officials, representatives of teachers, judicial system, public corporations and mayors) which
replaces the Board of Trustees and perform overall governance of all refirement systems, including ERS, the
Teachers and Judiciary Retirement Systems.
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12-PENSION PLAN (CONTINUED)

Pension Liabilities, Pension Expense, and Deferred Outflows/inflows of Resources Related to
Pensions; and other required disclosures under GASB Statement No. 73

As discussed above, pursuant to Act No., 106, participants ceased to accrue new pension benefits and are
no longer able to make direct credit payments or to make additional contributions to the ERS. In addition
benefit paymenis are made through a “PayGo” funding administered by the PRDT., As a result the plans
operated by ERS, under various benefit structures prior to July 1, 2017, are administered through a trust that
do not meet the requirements of GASE Statement No. 68. Instead, since that date, the employers are
subject to the requirements of GASB Statement No. 73, Accounting and Financial Reporling for Pensions
and Related Assels That Are Not Within the Scope of GASB Statement No. 68, However, the ERS have not
provided the Center with the audited actuarial and financial information necessary to comply with the
requirements of GASB Statement Mo. T3 as of June 30, 2020. As a result, amounts that shall be reported as
deferred outflows \inflows of resources related to pensions and pension iability in the govemment-wide
financial statements had not been accounted for by the Center,

In addition, applicable disclosures and required supplementary information under the provisions of GASE
Statement Mo, 73 have been omitied.

13-0THER POSTEMPLOYMENT BEMEFITS (OPEB)
Plan description

The Center is a participating employer in the Employee's Retirement System of the Government of Puerto
Rico and its Instrumentaliies Medical Insurance Plan Contribution ("ERS-MIPC™). ERS MIPC is an
unfunded, cost sharing, multi-employer defined benefit plan sponsored by the Commonwealth. Substantially
all fulltime employees of the Commonwealth's primary government, and certain Municipaliies of Puerto Rico
and certain compaonent units of the Commonwealth not having their own postemployment benefit plan, are
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.

Benefits provided

ERS MIPC covers 2 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).

Confributions

The conlribution requirement of ERS MIPC is established by Act No. 95 approved on June 28, 1983. This
OPEB plan is financed by the Commanwealth on a pay-as-you-go basis. The funding of the OPEB benefits
is provided to the ERS through legislative appropriations each July 1 by the Commonwealth's General Fund
for former government and certain public corporations without own treasuries employees, and by certain
public corporations with own treasuries and Municipalities for their former employees,

13-0THER POSTEMPLOYMENT BEMNEFITS (OPEB) (CONTINUED)
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Contributions (Continued)

The Centers contribution is financed through the monthly PayGo charge.There i no conlribution
requirement from the plan member during active employment. Retirees confribute the amount of the
healthcare insurance premium not covered by the Commonwealth contribution, As a result, these OPEB are
100% unfunded. The legislative appropriations are considered estimates of the payments to be made by the
ERS for the healthcare benefits throughout the year.

OPEB liabilities, OPEB expense, and deferred outflows of resources and deferred inflows of
resources related to OPEB; other GASB Statement 75 required disclosures

The ERS have not issued its audited financial statemenis as of and for the fiscal year ended June 30, 2019
nar has it provided the Center with the audited schedules of employment allocations and OPEB amounts by
employer as of June 30, 2019 (Center's measurement dale), necessary to comply with the requirements of
GASB Statement Mo. 75 “Accounting and Financial Reporiing for Postemployment Benefits Other Than
Pensions’”, as of June 30, 2020,

As a result, amounts to be reported as deferred outflows \inflows of resources related to OPEB, the net
OPEB liability, applicable disclosures and required supplementary information have been omitted.

14-CONTINGENCIES AND COMMITMENTS
Claims and Lawsuils

The Center is defendant in various lawsuits arising from its operations; management and legal counsels are
of the opinion that a Kability of $87,500 should be accrued in the Govemment-Wide Financial Statements to
cover awarded or anlicipated unfavorable judgments. This amount was included in the financial statements
and represents the amount estimated as a probable lability or a liability with a fixed or expecied due date,
which will require future available financial resources for its payment.

Operating Leases

The Center is obligated under various lease agreements, which expire on September 30, 2030. Operating
leases do not give rise fo property nights or lease obligations, and accordingly, no long-term liability is
reflected in the Center's financial statements for these lease agreements.

Therefore, instaliments of the operating leases are presented as rent expenditures, The rent expenditures for
the fiscal year ended June 30, 2020 amounted to $1,474,562.
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14-CONTINGENCIES AND COMMITMENTS (CONTINUED)
Operating Leases (Continued)

The following is a schedule of minimum rent payments required under operating leases that have initial or
remaining non-cancellable lease term in excess of one year as of June 30, 2020:

Year ending June 30, Amount
2021 g 802
2022 817,102
2023 617,310
2024 517 414
2025 417 476
Thereafter 1,536,870
Total § 4723374

As of June 30, 2020, the Center recognized and recorded a debt with the Puerto Rico Public Buildings
Authaority (PRBA) amounting to $924,583. In addition, at thal date, the Center has certain balances in dispute
with the PRBA amounting to $3,569,251 related lo the lease of various office spaces located in the
Municipalities of Aguadilla, Arecibo, Caguas, Carolina, Mayaguez and Ponce.

Federal Award

The Center participates in a federal assistance program funded by the Federal Government. Expenditures
financed by this program are subject to financial and compliance audit by the appropriate grantor.

Other Potential Liability - Additional Uniform Contribution (AUC)

For fiscal year 2016-2017, the ERS sent to the Center a bill dated July 12, 2016 of $2,457,864 related to the
AUC. The Center allaged that the ERS do not comply with the terms of the Law No. 32 of 2013 ralated to the
time established for the ERS to provide the amount to be paid during the fiscal year (120 days before the
beginning of the fiscal year) Accordingly, it is the understanding of the Cenler, that the amount to be paid to
the ERS related to the AUC during fiscal year 2017 is the same amount paid during the previous fiscal year
(2016). Based on this understanding, on January 27, 2017, the Center paid $455,678 to the ERS. The ERS
disagree with the Center's position and is claiming the full payment of the amount billed.

The Center plans to defend its position vigorously. However, due to the uncertainty of the outcome of this
claim by the ERS, as of June 30, 2017, the Center made an obligation of $2.002,186. At that date, this
amount is presented as assigned funds in the Center's General Fund,




COMMONWEALTH OF PUERTO RICD Notes 1o Baslc Financial Statements

Municipal Revenue Collection Center For the Fiscal Year Ended June 30, 2020

14-CONTINGENCIES AND COMMITMENTS (CONTINUED)

Puerto Rico Fiscal Agency and Financial Advisory Authority - Act No. 2 of 2017

Cn January 18, 2017, the Commonwealth of Puerto Rico approved Act Mo, 2 “The Puero Rico Fiscal Agency
and Adwisary Authority (FAFAA)" in order to empower the Authority to oversee compliance with the certified
budget and fiscal plan approved pursuant to the Puerto Rico Oversight, Management and Economic Stability
Actof 2016 (PROMESA); to delegate to the Authority the power to revise matters including, but not imited ta,
agreements, transactions and regulations of the agencies and instrumentalities of the Government of Puerto
Rico; to provide thal it shall be the only entity authorized to enter into creditors’ agreement, andlor renegotiate
or restructure the public debt, in whole or in part, or any other debt issued by any Government body including,
but net limited to, agencies, boards, commissions, instrumentalities, public corporations or applicable political
subdivision; to provide that the Executive Director of the Authority shall be the legal successor of the
President of the Government Development Bank of Puerto Rico (GDB) in every Board, Committee,
Commission or Council; to repeal Chapter 6 of Act No. 21-2016, as amended, and the Puerto Rico Fiscal
Oversight and Recovery Organic Act, Act No, 208-2015; and for other related purposes.

The FAFAA will act as fiscal agent, financial advisor and reporting agent of all entities of the Government of
Puerto Rico. It shall be the govemmental entity responsible for the collaboration, communication and
cooperation between the Govemment of Puerto Rico and the Fiscal Oversight Board created under
PROMESA. To such effect, the FAFAA is empowered to collaborate in conjunction with the Governor of
Puerto Rico and his representatives in the creation, execution, supervision and oversight of any Fiscal Plan
and any Budget as defined by the terms of PROMESA. In addition, the Authority shall be the government
entity charged with supervising, executing and administering the Fiscal Plan approved and certified in
accordance with PROMESA and shall ensure that all the entities of the Govemment of Puerto Rico comply
with the approved Fiscal Plan.

In addition, the FAFAA shall assume all fiscal agency, financial advisory and reporting functions of the GDB
under Act No. 272 of May 15, 1945, as amended. It shall oversee all matters related to the restructuring,
renegotiation or adjustment of any existing or future obligation, and the liability management lransactions for
any existing or future obligation of the Government of Puerto Rico.

The Authorily shall be govemed by Board of Directors composed of five (5) members, including the Executive
Director of the FAFAA, appointed by the Govemor, one (1) representative of the Senate of the Puerto Rico,
and one (1) representative of the House of Rapresentatives of Puerto Rico, who shall be designated by the
Presiding Officer of each Legislative House. The remaining two members shall be appointed by the Govemor,

As described on Note 11, on November 29, 2018, the Center, FAFAA and GDB provided and amendment
and full reformulation of the Center's deed of trust under the “Deed of Trust No. 587, Accordingly, the
govemment enacled Law No. 109 of August 24, 2017, 1o amend Law No. 80, in order to appoint FAFAA as
trust’s designated trustee or one or more private banking institutions thal FAFFA might designate, replacing
GDB. The funds deposited on the trust fund amounting to $363,617 079 at November 29, 2018 (excluding the
funds deposited on the GDB which will be subject and used on the GDB restructuring transaction) represents
the trust’s available capital at that date.
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14-CONTINGENCIES AND COMMITMENTS (CONTINUED)

Puerto Rico Financial Emergency and Fiscal Responsibility Act - Act No. 5 of 2017

On January 29, 2017, the Commonwealth of Puerdo Rico approved Act Mo. 5 “Puerlo Rico Financial
Emergency and Fiscal Responsibility Act” to facilitate and encourage a voluntary negotiation process under
PROMESA between the Governor andfor the FAFAA, on behalf of the Govemment of Puerto Rico, and the
craditors of the Government of Puarto Rico and its instrumentalities. This Act Authorizes the Govermnment of
Puerto Rico, within the parameters established by PROMESA, to designate certain services necessary for the
health, safety and welfare of the residents of Puerto Rico and provided by the Govemment of Puerto Rico
and its mstrumentaliies as “essential services”, in accordance with the Congtitution of Puerto Rico,

This Act amends and repeals portions of the Puerto Rico Emergency Moratorium and Finandial Rehabilitation
Act, Act Mo. 21-2016, as amended by Act No. 40-2016 and Act MNo. B8-2016 (the “Maratodum Act’) and of
certain Executive Orders issued by then Govemor of Puerto Rico Hon. Alejandro Garcia Padilla that provided
for emergency periods and a temporary stay of lfigation, thus negating the timely payment of the
Government's obligations and the initiation of a voluntary negoliation process with the creditors of the
Commonwealth and its instrumentalities. it also suspends or cancels, or beth, all special appropriations not
budgeted in the fiscal year 2016-17 that may have been multi-year authorizations from prior fiscal years. The
Emergency Period will begin with the effective date of this Act and end in May 1, 2017, and may be extended
by the Governor pursuant 1o an executive order for one additional period of three (3) months.

During the Emergency Period declared by this Act, the Govemor has the power lo designate services
provided by the Commonwealth and its instrumentalities as essential services or services that are not
essential services and ufilize available resources to provide for the satisfaction of obligations of the
Commonwealth and its instrumentalities, while also recognizing the need to pravide for the services essential
to the health, safety and welfare of the residents of Puerto Rico. The Govemnor shall pay debt service to the
extent a) possible after all essential services of the Commonwealth have been provided for; or b) ondered to
do 50 by the Oversight Board or any board created under federal law,

In addition, the Governar may issue exgcutive orders requiring the use of available resources to be deposited
in a lockbox account under the sole control of the FAFAA to pay for essential services as he deems
necessary to protect the health, safety and welfare of the residents of Puerto Rico; and he may take all
actions deemed reasonable and necessary to preserve the ability of the Commonwealth or an instrumentality
of such to continue providing essential services.

To that end, the Govemnor may issue executive orders establishing priority rules for the disbursement of public
funds when resources available for a fiscal year are insufficient to cover the appropriations made for the fiscal
year, Notwithstanding Section 4(c) of Act No. 147 of June 18, 1980, as amended, the Govemor may
reprioritize services and expenses described in Section 4(c)H3) to a higher payment priority than as listed in
Section 4(c).




COMMONWEALTH OF PUERTO RICO Notes to Basic Financial Statements

Municipal Revenue Collection Cenler For the Fisoal Year Ended June 30, 2020

14-CONTINGENCIES AND COMMITMENTS (CONTINUED)

Puerto Rico Financial Emergency and Fiscal Responsibility Act - Act No. 5 of 2017 (Continued)

Finally, the Govemor may issue executive orders as he deems necessary or advisable to assure the payment
of a debt obligation of the Commonwealth or an instrumentality of such. With regards to the emergency
measures related to the Govemment Development Bank (GDB), the Govemor may take any actions he
deems reasonable and necessary to permit the GDB to continue carrying out its operations, including 1)
prescribing such conditions or restrictions for the conduct of the business of the GDB, including dispensing
with the compliance, in whole or in part, of any requirement prescribed by otherwise applicable law (i.e. the
requirement of maintaining deposit reserves levels); 2) ordering the limitation, postponement or suspension of
any payment, in whole or in part, of any cbligation pursuant to terms the Govemor prescribes lo address the
GDB's liquidity needs or faciltate its ability to camy out its operations; 3) suspending payments on any
obligation guaranteed by the Bank, on any letter of credit and on any obligation or commitment to lend or
extend money or credit; 4) taking any action with respect to the GDB as provided for in Act No. 17 of
September 23, 1948, as amended, or Act Mo. 22 of July 24, 1985, as amended, as applicable; and 5)
delegating to the Bank, its Board or its employees authority to take actions in furtherance of these emergency
measures.

If any restriction is placed on disbursements made by the GDB regarding these measures, the Bank shall not,
without the authorization of the Govemor, 1) disburse any loans or credit facility, 2) honor requests to
withdraw or transfer any deposit, including by check or other means, of an agency, public corporation or
instrumentality of the Commonwealth (other than those listed in point three (3)); 3) subject to the availability
of funds and the aggregate disbursements established by the Govemor, honor any request to withdraw or
transfer any deposit held by, or request to honor any check written by, the Legislative and Judicial Branches,
the University of Puerto Rico, the Office of the Complrolier, the Office of the Electoral Comptroller, the State
Elections Commission, the Govemment Ethics Office, the Independent Prosecutors Panel, or a Municipaiity
of the Commonwealth, provided, however, than an authorized officer of the requesting entity certifies along
with supporting documentation that such funds will be used for the payment of essential services. If any
restriction is placed on disbursements from the GDB, then any value disbursed to a creditor after such
restriction is imposed shall be subtracted from the value of any distribution that such creditor is entitled to
receive, as of the first date of the restriction, if the GOB is subsequently liquidated or placed info a
receivership.

Fiscal Plan Submissions and Certifications - Commonwealth of Puerfo Rico and Gowvernment
Development Bank of Puerto Rico

On a letter dated January 18, 2017, the Financial Oversight and Management Board of Puerto Rico (“the
Board") provided the Govemnor the fiscal plan targets and guidelines, on a category-by-category basis, that
the cerified plan should satisfy. Also, the Board approved the Govemor's request that it extend the
PROMESA stay on litigation through May 1, 2017 on conditions agreed to by the Govemnor, including a
commitment not fo attempt to procure short-term liquidity loans that could restrict fiscal options.
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Municipal Revenue Collection Cenler For the Fiscal Year Ended June 30, 2020

14-CONTINGENCIES AND COMMITMENTS (CONTINUED)

Fiscal Plan Submissions and Certifications - Commonwealth of Puerfo Rico and Gowernment
Development Bank of Puerto Rico (Continued)

On February 28, 2017, the Govemor submitted a proposed fiscal plan and, after the raview, analysis and
deliberation with the Board's members, economists, consultants, atomeys and Govemer's representatives,
the Board informed the Govemor on March 9, 2017 that it had determined the proposed fiscal plan did not
satisfy PROMESA's requirements and recommended that certain revisions be made. On March 11, 2017, the
Governor submitted to the Board a revised proposed fiscal plan to address the identified violations in the prior
proposed plan and, during the review process, futher changes were incorporated into the Government's
proposed pian. On March 13, 2017, the Governor's final proposed fiscal plan was presented to the Board
and, after its review and discussion, the Board approved and certified this final proposed plan with the
following two (2) amendments:

« [mplementation of a furlough program and the removal of all Christmas bonuses to achieve necessary
liquidity and budgetary savings — The determination to implement these measures, in whole or in part,
would be made on July 1 and September 1, 2017 based on the achievements by the Commanwealth of
certain levels of savings and cash reserves through the right-sizing measures to be implemented in the
proposed budget for the fiscal year 2017-18,

» An overhaul of the public pension systems thal would provide for progressively reduced tofal pension
outlays by 10% by fiscal year 2020.

The fiscal measures detailed in the ceriified fiscal plan were implemented by the approval on April 29, 2017 of
Act 29 “Compliance with the Fiscal Plan Act”. These measures are focused on four (4) major areas:

e Increase revenues by $1,380 million through tax and fees increases and better tax fiscalization
procedures.

» Reduce expenditures by $1,623 million through: 1) $434 million in payroll expenditure savings through
the implementation of the “Single Employer Program™ {an employee mobility plan), “freezing” of job
vacancies and the uniformity of fringe benefits throughout the agencies (these measures do not apply to
the University of Puerto Rico nor the Municipaliies); 2) $439 million in efficiency savings though agencies
consolidations, expenditure reductions and publicprivate aliances; 3) $750 milion in subsidies
reductions to the University of Puerto Rico, Municipaliies, and other enfiies.

e Adjustments of $290 million in Health expenditures through the implementation of a new public
healthcare model,

» An B0% reduction on debt service payments.
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14-CONTINGENCIES AND COMMITMENTS (CONTINUED)

Fiscal Plan Submissions and Certifications - Commonwealth of Puerto Rico and Government
Development Bank of Puerto Rico {Continued)

On March 13, 2017, the Govemment Development Bank of Puerto Rico submitted its proposed fiscal plan to
the Financial Oversight and Management Board and it was certified on April 28, 2017. This plan contemplates
an orderly wind down of its operations within a three-to-four years' period (by fiscal year 2021).To efficiently
effectuate this process, the GDB's management has created a Project Management Office ("PMO") for the
smooth transition of the Bank's current operations. The main objectives of this fiscal plan are as follows:

» Al fundamental new business banking and onigination activities have ceased.
» Senvice the existing loan portfolio through maturity or refinancing by third party financial institutions.

» Coordinate and execute all possible collection efforts on loans held by the GDB and collateral supporting
the loans, when applicable,

« Formalize the process for a transparent and orderly sale of real estate assets at fair market value,

» Resiructure the GDB's workforce through the "Single Employer Program® and voluntary incentivized
separation program.

The Plan assumes that Municipality Loans, select Revenue/Public Corporation Loans and the sale of real
estate owned assets are the only sources of revenue to the GOB after June 30, 2017. Those loan assels
desmed by the Bank to be “nonperforming” (i.e. Commanwealth’s appropriation loans) will remain as such
and, therefore, would not be a source of future inflows, although the GDB reserves the right to pursue
collection efforts fo maximize recovery values. In respect to municipal escrow deposit acoounts {maonies
representing undisbursed loan proceeds that were trapped at GDB as a result of restricted disbursement
procedures and Executive Order 2016-10), the Plan assumes that their balances will be off set against their
applicable municipal loans. However, no mechanism by which the projected excess cash flows should be
aliocated to the GDB depositors and other creditors has been established.

This situation puts at risk the collection and accessibilty of municipal funds deposited at the GDB, including
certificates of deposit and investment funds, *CAE" and *IVU® Municipal Administration Fund ("FAM") deposits and
federal programs funds. As described on Note 2, on March 23, 2018, GDB ceased its operations and on
Movember 28, 2018, GDB completed a restruciuring of cerfain of its indebtedness pursuant a Qualifying
Modification under Title V| of PROMESA (the Qualifying Modification).
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14-CONTINGENCIES AND COMMITMENTS (CONTINUED)
Figcal Plan Submissions and Certifications - the Center and Municipalities

During 2016, the Center was designated as a Covered Territorial Instrumentality pursuant to Section 101 of
the Puerta Rico Oversight, Management and Economic Stability Act (PROMESA). In Accordance with Section
101 (d)(1¥E) of PROMESA and the resolution adopted by the Oversight Board at its May 9, 2019 meeting,
the Oversight Board determined that the Govemor must provide the Oversight Board with an Instrumentality
Fiscal Plan and an Instrumentality Budget for the Center,

In addition, pursuant to Section 101 of PROMESA and the resolution adopted by the Oversight Board at its
May 9, 2019 meeting, the Oversight Board designated all seventy eight (78) Municipalities as Covered
Teritorial Instrumentalities subject o the requirements of PROMESA. In terms of the submission of the
Instrumentality Fiscal Plans and an Instrumentality Budgets required by Section 101 (d)(1)(E) of PROMESA,
the Oversight Board determined in the resoluion adopted at its May 9, 2019 meeting, to apply this provision
to an initial group of ten (10) Municipalities as a pilot plan for assessing and enhancing municipal financial
and budgetary practices, and for create new economic development strategies to address municipal fiscal
challenges. As a part of the pilot plan, the ten (10) Municipalities will receive technical assistance from the
Qversight Board. These initial actions should serve to begin achieving fiscally sustainable local units of
govemment and o help pave the way for a broader municipal fiscal sirengthening.

The ten (10) Municipalities selected were Aibonity, Baranguitas, Camuy, Cidra, Comerio, Isabela, Orocovis,
Quebradillas, San Sebastian and Villalba. These Municipalities were selected considering a combination of
factors such as fiscal challenges, impact of the reduction of transfers from the Central Govemment, and their
experience implementing innovative and creafive initiatives and collaborating with other Municipalities.

The Govemor must provide to the Oversight Board must provide the Oversight Board with an Instrumentality
Fiscal Plan (Municipal Fiscal Plan) and an Instrumentality Budget (Municipal Budget) for each of the selected
Municipalities under the pilat plan.

On June 26, 2020, the Oversight Board certified a Fiscal Plan for the Center for fiscal years 2021 to 2025 (the
fiscal plan). In accordance with "PROMESA", this Fiscal Plan projects a baseline forecast of the Center's
sources and uses of funds for the next five fiscal years based on historical trends and discussions with the
Center's management. In order to provide a greater revenue base for Municipalities and ensure greater
faimess in properly tax collections, certain measures have been developed o improve operations and
increase tax collections at the Center. These measures are incremental to the baseling projections and must
be adopted and successfully implemented to achieve the tangets of the Fiscal Plan.

The measures outlined in the Fiscal Plan were developed around improving the competitiveness of Puerto
Rico's property tax regime and the enhancement of collections to reduce reliance on less optimal taxes, such
as the mventory tax charged to businesses. The measures focus on:
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14-CONTINGENCIES AND COMMITMENTS (CONTINUED)
Fiscal Plan Submissions and Ceriifications - the Center and Municipalities (Continued)

= Operational efficiencies — the Center is undergoing an operational transformation centered around the
replacement of ouldated and inefficient applications and hardware; implementation of best practices for
business continuity; decentralization of services and re-engineering of processes to improve senvices to
Municipalities and taxpayers; along with the establishment of a data-driven culture. These initiatives should
serve as the foundation that will enable the Center to implement strategies for the successful
enhancement of tax revenue collections,

e Tax revenue collection enhancement - the Fiscal Plan outines measures that the Center will
underiake to better capture unrealized tax revenues by increasing tax compliance and improving owverall
oollection rates. This will help reduce Puerio Rico's refiance on ofher undesirable taxes, which would
improve its compeftitveness and attractiveness for local and foreign investment.

Success of the implementation of the initiatives outlined in the Fiscal Plan will come from the Center's ability
to effectively collaborate with Municipalities, other government agencies, and the Oversight Board.

Filing of Title N of PROMESA for the District of Puerto Rico

On May 3, 2017, the Financial Oversight and Management Board for Puerio Rico approved and certified the
filing in the United States District Court for the District of Puerto Rico of a voluntary petition under Title lll of
PROMESA for the Commonwealth of Puerto Rico. This filing was necessary due to the expiration on May 1,
2017 of the stay against litigation provided by PROMESA, and thus making the government vulnerable to
lawsuits by its creditors. The voluntary filing under Title Il would preciude those lawsuits while allowing the
possibilty of consensual negotiations to continue. Also, on May 5, 2017 another voluntary petition under Title
Il of PROMESA was approved, cerified and filed for the Puerto Rico 5ales Tax Financing Corporation
{"COFINAT), and on May 22, 2017, the Board approved, cerified and filed similar voluntary petitions for the
Puerto Rico Highway and Transportation Authority (*HTA") and the Government of Puerto Rico Emplovees
Retirement System (‘ERS").

Impact of COVID-18 Pandamic

COn March 12, 2020, Governor Wanda Vazquez declared a staie of emergency across the island due fo the
COVID-19 global pandemic. Furthermaore, on March 15, 2020, the Governor signed an executive order (EQ
2020-023), which established the closure of all private and govemment operations, except for those related to
essential services. This order was extended through June 30, 2020, by the signing of a new executive order
(EO 2020-44). Executive Order 2020-44 eased the COVID- 19 lockdown restrictions, reduced the curfew
hours, allowed some businesses to operate at 50% capacity, and authorized the opening of the majority of
businesses and activities (except nightciubs, game rooms, and casinos) including on Sundays. The new
order also called on government management employees fo retum to work on June 16. The Center’s central
and regional offices remained closed during the lockdown period, and, as a result, tax collections for the
month of March, Aprl, May, and June were significantly lower than originally projected.
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14-CONTINGENCIES AND COMMITMENTS (CONTINUED)
Impact of COVID-18 Pandemic (Continued)

Even though property taxes can still be paid through the website, many taxpayers still pay their taxes at the
regional offices but have not been able to do 50 because of the office closures. In addition, the personal
property tax filing date for FY2020 was extended from May 15, 2020, to August 7, 2020. Therefore, the Center
experience delayed in collections for the months of May, June, and July. Similarly, the date for the payment
of the first quartedy instaliment of personal property taxes for FY2021 was extended from August 15, 2020, to
September 15, 2020.

Even after accounting for a decline in collections due to COVID-19, as of Apnl 2020, the Center reporied
higher year-to-date collections compared o what was originally estimated. Nevertheless, collections for the
remainder of FY2020 may continue to be affected by COVID-19, and as a result, the Center completed an
analysis to identify any adjustments that must be made to the municipal remittances of May and June to
account for the tax deferal. To the extent a municipality experiences lower collection than what was
advanced by the Center, this would be adjusted as part of the year-end reconciliation process. The year-end
reconciliation process is completed by the Center after the end of the fiscal year to reconcile property tax
advances to Municipalities, which are based on projections, with actual collections. To the extent a
Municipality has higher collections than what has been advanced, the Center transfers the excess amount to
the comesponding Municipality. On the other hand, if collections are lower than what has been advanced,
Municipalities would have an account payable to the Center that is repaid from property tax advances from
the subsequent fiscal year.

Similarly, as a result of COVID-18, the Center projects electronic lottery proceeds, which are distributed as
part of the Equalization Fund, will be reduced by approximately $27.7 milion (from $47.3 million to $19.6
million). The Center completed an analysis lo identify the adjustments needed to the municipal remittances
for May and June to account for the lower Equalization Fund as a result of the projected decline in lottery
proceeds. However, given thal the year-lo-date remittances were advanced at the beginning of the fiscal year
based on the projected $47.3 million of proceeds, a reconciliation process will be required. Any variance
between actual and projected proceeds must be adjusted to achieve fiscal accountability and allow for the
projection of accurate revenues for the fiscal year.

Additionally, as part of the COVID-19 Emergency Measures Support Package, Municipalities received
approximately $100 million from the Commonwealth in FY2020. Municipalities were distributed 350 million
per month for two months based on a 3-tier division of population by Municipality. Municipalities with a
population of fewer than 25,000 people received $1 million in total, those with a population greater than
25,000, but less than 50,000 received $1.35 million, and those with a population greater than 50,000 received
$1.75 million. Similarly, an additional $100 million is being distributed to Municipalities from the $2,241 million
appropriated to Puerto Rico under the Coronavirus Aid, Relief and Economic Relief Act (the "CARES Act”).
These funds are to be used to reimburse costs related to COVID-19, which had not been previously budgeted
for by the Municipalities. The Municipaities are responsible for tracking, reporting, and submitting these
incremental expenses for reimbursements. [t is important to note that these funds cannot be used to replace
lost revenue as a result of the decline in business activities.
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15-ADOPTION OF NEW ACCOUNTING PRONOUNCEMENTS
Effective July 1, 2019, the Center adopted the provisions of the following GASB Statements:

s GASB Statement Mo. 83, “Certain Asset Retirement Obligations™ Thiz Stalemen! addresses
accounting and financial reporting for certain asset retirement obligations (AROs). An ARO is a legally
enforceable Hability 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 2 lability based on the guidance in this Statement, This Statement establishes criteria for
determining the timing and pattern of recognition of a liability and a comesponding deferred outflow of
resources for AROs. This Statement requires that recognition occur when the [iability is both incurred and
reasonably estimable. The determination of when the liability is incured should be based on the
occurrence of external laws, regulations, contracts, or court judgments, together with the occumence of
an internal event that obligates a govemment to perform asset retirement activities. The requirements of
this Statement, which were postponed one year by GASB Statement No. 95, are effective for reporting
periods beginning after June 15, 2019, Earlier application is encouraged.

« (ASB Statement No. 88, “Certain Disclosures Related fo Debt, Including direct Borrowings and
Direct Placements™ The primary objective of this Statement is to improve the information that is
disclosed in notes to govemment financial statements related to debt, including direct borrowings and
direct placements. It also clarifies which Habilities govemments 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 confractual obligation to pay cash (or other assets that may be
used in liew 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 o financial statements related to debt, this Statement also requires thal existing and
additicnal information be provided for direct borrowings and direct placements of debt separately from
other debl.

The requirements of this Statement, which were postponed one year by GASB Statement No. 95, are
effective for reporting periods beginning after June 15, 2019, Earlier application is encouraged.
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16-FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS

» GASB Statement No. 84, “Fiduciary Activities™: The objective of this Statement is to improve
guidance regarding the identification of fiduciary aclivities for accounting and financial reporting purposes
and how those activities should be reported. 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 confrofling 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 amangements that are fiduciary ackivities. 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. Events that compel a government to disburse fiduciary
resources occur when a demand for the resources has been made or when no further action, approval, or
condition is required to be taken or met by the beneficiary to release the assets.

The requirements of this Statement, which were postponed one year by GASE Statement No. 95, are
effective for reporting periods beginning after December 15, 2019, Earlier application is encouraged.

« 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 govemments’ financial statements by requiring
recognition of certain lease assets and liabilites for leases that previpusly were classified as operating
leases and recognized as inflows of resources or outfiows 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 fo
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 govemments’ leasing activities.

The requirements of this Statement, which were postponed 18 months by GASE Statement No. 95, are
effective for reporting periods beginning after June 15, 2021 and all reporting periods thereafter.

« GASB Statement No. 89, “Accounting for Interest Costs Incurred Before the End of a Construction
Period™ The objectives of this Statement are (1) to enhance the relevance and comparability of
information about capital assets and the cost of bomrowing for a reporting period and (2) to simplify
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 periad. Such interest
cost includes all interest thal previously was accounted for in accordance with the requirements of
paragraphs 5-22 of Statement No. 62, Codffication of Accounting and Financial Reporfing Guidance
Contained in Pre-November 30, 1989 FASE and AICPA Pronouncements, which are superseded by this
Statement.
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16-FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS (CONTINUED)

« (GASB Statement No. 89, “Accounting for Interest Costs Incurred Before the End of a Consfruction
Period" (Continued):

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 incumed 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 should be recognized as an expenditure on a basis consistent with governmental fund accounting
principles. The requirements of this Statement, which were postponed one year by GASE Statement No.
05, are effective for reporting periods beginning afler December 15, 2020. Eadier application is
encouraged.

= (GASB Statement No. 90, “Majority Equity Interest — An Amendment of GASB Statements No. 14
and 61" The primary objectives of this Statement are to improve the consistency and comparability of
reporting @ 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 repontad
as an investment if a govemment’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 spedial-purpose government engaged only in fiduciary activities, a fidudiary
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
2 majority equity interast in a legally separate organization, a govemment should report the legally
separate organization as 2 component unit, and the govemment 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 resuls 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 govemment has a 100 percent equity interest account for its assets, deferred
outflows of resources, liabilites, 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
occurmed subsequent to the acquisition.

The requirements of this Statement, which were postponed one year by GASE Statement No. 95 are
effective for reporting periods beginning after December 15, 2019. Earier application is encouraged. The
requirements should be applied retroactively, except for the provisions related to (1) reporting a majority
equity interest in a component unit and (2) reporting a component unit if the govermment acquires a 100
percent equity interest. Those provisions should be applied on a prospective basis.

74




COMMONWEALTH OF PUERTO RICC Notes to Basic Financial Statements

Municipal Revenue Collection Center For the Fiscal Year Ended June 30, 2020

16-FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS (CONTINUED)

+ GASB Statement No. 91, “Conduit Debt Obligations” - The primary objectives of this Statement are to
pravide a single method of reporting conduit debt obligations by issuers and eliminate diversity in practice
associated with (1) commitments extended by issuers, (2) arangements associated with conduit debt
obligations, and (3) related note disclosures. This Stalement achieves those objectives by clarifying the
existing definition of 2 conduit debt obligation; establishing that a conduit debt obligation is not a liability
of the issuer; establishing standards for accounting and financial reporting of additional commitments and
voluntary commitments extended by issuers and amangements associated with conduit debt obligations;
and improving required note disdosures. This Statement requires issuers to disclose general information
about their conduit debt obligations, organized by type of commitment, including the apgregate
outstanding principal amount of the issuers’ conduil debt obligations and a description of each type of
commitment. Issuers that recognize liabilities related o 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, which were postponed one year by
GASB Statement No. 95, are effective for reporting periods beginning after December 15, 2021, Earier
application is encouraged.

» GASB Statement No. 92, “Omnibus 2020" - Effective Date: The requirements of this Statement, which
were postponed one year by GASB Statement No. 95, are effective as follows:

The requirements related to the effective date of Statement 87 and Implementation Guide 2019-3,
reinsurance recoveries, and terminology used to refer to derivative instruments are effective upon
issuance.

The requirements related to intra-enfity transfers of assets and those related o the applicabiity of
Statements 73 and 74 are effective for fiscal years beginning after June 15, 2021.

The requirements related to application of Statement 84 to postemployment benefit arangements and
those related to nonrecurring fair value measurements of assets or liabilities are effective for reporting
periods beginning after June 15, 2021,

The requirements related o the measurement of liabiliies (and assets, if any) associated with asset
retirement obligations in a government acquisition are effective for government acquisitions occurring in
reporting periods beginning after June 15, 2021,

Earlier application is encouraged and is permitied by topic.
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16-FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS (CONTINUED)

« GASB Statement No. 93, “Replacement of Interbank Offered Rates” - Some govemments have
entered inlo agreements in which variable payments made or received depend on an inferbank offered
rate (IBOR}—most notably, the London Interbank Offered Rate (LIBOR). As a result of global reference
rate reform, LIBOR is expected fo cease to exist in its current form at the end of 2021, prompting
governments io amend or replace financial instruments for the purpose of replacing LIBOR with ofher
reference rates, by either changing the reference rate or adding or changing fallback provisions refated to
the reference rate.

The objective of this Statement is to address those and other accounting and financial reporting
implications that result from the replacement of an IBOR. This Statement achieves that objective by:

» Providing exceptions for certain hedging derivative instruments to the hedge accounting termination
provisions when an |BOR is replaced as the reference rate of the hedging derivative instrument's
vanable payment,

= Clarifying the hedge accounting termination provisions when a hedged item is amended to replace
the reference rate.

» Clarifying that the uncertainty related to the continued availability of IBORS does not, by itself, affect
the assessment of whether the occurrence of a hedged expected fransaction is probable.

» Removing LIBOR as an appropriate benchmark interest rate for the qualitative evaluation of the
effectiveness of an interest rate swap

« Identifying a Secured Overnight Financing Rate and the Effective Federal Funds Rate as appropriate
benchmark interest rates for the qualitative evaluation of the effectiveness of an interest rate swap

o  Clarifying the definition of reference rate, as it is used in Statement 53, as amended

« Providing an exception {o the lease modifications guidance in Statement 87, as amended, for certain
lease contracts that are amended solely to replace an IBOR as the rate upon which variable
payments depend.

The requirements of this Statement were postponed by GASE Statement No. 85. The removal of LIBOR
as an appropriate benchmark interest rate is effective for reporting periods ending afier December 31,
2021. All other requirements of this Statement are effective for reporting periods beginning after June 15,
2020. Earlier application is encouraged.
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16-FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS (CONTINUED)

+ GASB Statement No. 94, “Public-Private and Public-Public Partnerships and Availability Payment
Arrangements” - The primary objective of this Statement is to improve financial reporting by addressing
issues related to public-private and public-public parnership arangements (PPPs). As used in this
Staterment, 2 PPP & an arrangement in which a government (the transferor) contracts with an operator (2
governmental or nongovernmental entity) to provide public services by conveying control of the right to
operate or use a nonfinancial asset, such as infrastructure or other capital asset (the underlying PPP
asset), for a period of time in an exchange or exchange-like transaction. Some PPPs meet the definition
of a service concession amangement (SCA), which the Board defines in this Statement as a PPP in which
(1) the operator collects and is compensated by fees from third parties; (2) the transferor determines or
has the ability to modify or approve which services the operator is required to provide, to whom the
operator is required to provide the services, and the prices or rales that can be charged for the services;
and (3) the transferor is entitled to significant residual interest in the senvice utility of the underlying PPP
assel at the end of the amrangement.

This Statement also provides guidance for accounting and finangial reporting for availability payment
amangements (APAs). As defined in this Statement, an APA is an arangement in which a govemment
compensales an operator for services that may include designing, constructing, financing, maintaining, or
operating an underying nonfinancial asset for a peried of time in an exchange or exchange-like
fransaction.

The requirements of this Staterment are effective for fiscal years beginning afier June 15, 2022, and all
reporting periods thereafter. Earlier application is encouraged.

« GASB Statement No. 95, “Postponement of the Effective Dates of Certain Authoritative Guidance”
- The primary objective of this Statement is to provide temporary relief to govemments 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 cerain provisions contained in the following pronouncements are postponed by
one year:

» Statement No. 83, Cerlain Asset Retirement Obligations.
« Statement No. 84, Fiduciary Activities.

« Statement Mo. 88, Cerain Disclosures Related to Debt, including Direct Bomowings and Direct
Placements.

o Statement No. 89, Acoounting for Interest Cost Incurred before the End of a Construction Period,
+  Statement No. 90, Majority Equity Interests.




COMMONWEALTH OF PUERTC RICO Notes to Basic Financial Statements

Municipal Revenue Collection Center For the Fiscal Year Ended June 30, 2020

16-FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS (CONTINUED)

s GASB Statement Mo. 95, “Postponement of the Effective Dates of Certain Authoritative Guidance”
{Continued)

« Statement No. 91, Conduit Debt Obligations.
« Statement No. 92, Omnibus 2020.

« Statement No. 93, Replacement of Interbank Offered Rates.

s Implementation Guide No. 2017-3, Accounting and Financial Reporting for Postemployment Benefits
Other Than Pensions (and Certain Issues Related to OPEB Plan Reporting).

s Implementation Guide MNo. 2018-1, Implementation Guidance Update—2018.
« |mplementation Guide No. 20181, Implementation Guidance Update—2019.
 Implementation Guide No. 2019-2, Fiduciary Activities.

The effective dates of the following pronouncements are postponed by 18 months:
» Siatement No. 87, Leases.
« |mplementation Guide No. 2018-3, Leases,

The requirements of this Statement are effective immediately. Earlier application of the provisions
addressed in this Statement is encouraged and is permitted to the extent specified in each
pronouncement as onginally issued.

« GASB Statement MNo. 96, “Subscription-Based Information Technology Arrangements” - This
Statement provides guidance on the accounting and financial reporting for subscription-based information
technology arangements (SBITAs) for govemment end users (govemmenis). This Statement (1) defines
a SBITA; (2) establishes that a SBITA results in a right-to-use subscripfion asset—an intangible assel
and a comesponding 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
Mo. 87, Leases, as amended. Under this Statement, a government generally should recognize a right-to-
use subscription asset—an intangible asset—and a cormesponding subscription liability,

A govermment should recognize the subscription fiability at the commencement of the subscription term,
which is when the subscription asset is placed into service, The subscription liability should be initially
measured at the present value of subscription payments expected lo be made during the subscription
term.




COMMONWEALTH OF PUERTO RICO Notes to Basic Financial Statements

Municipal Revenue Collection Center For the Fiscal Year Ended June 30, 2020

16-FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS {CONTINUED)

GASE Statement No. 96, “Subscription-Based Information Technology Arrangements”
{Continued):

Fulure subscription payments should be discounted using the interest rate the SBITA vendor charges the
government, which may be implicit, or the government’s incremental bomowing rate if the interest rate is
not readily determinable.

A govermnment should recognize amaortization of the discount on the subscription liability as an outflow of
resources (for example, interest expense) in subsequent financial reporting periods.

This Statement requires a govemment to disclose descriptive information about its SBITAs other than
short-term SBITAs, such as the amount of the subscription asset, accumulated amortization, other
payments not included in the measurement of a subscription Rability, principal and interest requirements
for the subscription liability, and other essential information, The requirements of this Statement are
effective for fiscal years beginning after June 15, 2022, and all reporting periods thereafter, Earlier
application is encouraged. Assets and liabilities resulting from SBITAs should be recognized and
measured using the facts and circumstances that existed at the beginning of the fiscal year in which this
Statement is implemented.

Governments are permitted, but are not required, to include in the measurement of the subscriplion asset
capitalizable outlays associated with the initial implementation stage and the operation and additional
implementation stage incurred prior to the implementation of this Statement,

GASE Statement No. 97, “Cerfain 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 goveming board and the primary govemment performs the duties that a goveming board typically
would perform; (2) mitigate costs associated with the reporing of cerfain defined contribution pension
plans, defined contribution other postemployment benefit (OPEB) plans, and employee benefit plans
other than pension plans or OPEB plans (other employee benefit 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 Intermal Revenue Code (IRC) Section 457 deferred compensation
plans {Section 457 plans) that meel the definition of a pension plan and for benefits provided through
those plans.

This Statement requires that for purposes of determining whether a primary govemment is financially
accountable for a potential component unit, except for a potential component unit that is a defined
contribution pension plan, a defined contribution OPEB plan, or another employee benefit plan (for
example, certain Section 457 plans), the absence of a governing board should be treated the same as
the appointment of a voting majority of a goveming board if the primary govemnment performs the duties
that a governing board typically would perform,
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COMMONWEALTH OF PUERTO RICO Notes to Basic Financial Statemants

Municipal Revenue Collection Center For the Fiscal Year Ended June 30, 2020

16-FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS (CONTINUED)

GASE Statement No. 97, “Cerfain 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 & supersession of GASB Statement No. 32"

{Continued)

This Statement supersedes the remaining provisions of Statement No. 32, Accounting and Financiaf
Reporting for infemal Revenue Code Section 457 Deferred Compensafion Plans, as amended, regarding
investment valuation requiremenis for Section 457 plans. As a resull, investments of all Section 457
plans should be measured as of the end of the plan's reporting period in all circumstances. The
requirements of this Statement that are related to the accounting and financial reporting for Section 457
plans are effective for fiscal years beginning after June 15, 2021. For purposes of determining whether a
primary government is financially accountable for a potential component unit, the requirements of this
Statement that provide that for all other arrangements, the absence of a goveming board be treated the
same as the appointment of a voting majority of a governing board if the primary government performs
the duties that a goveming board typically would perform, are effeclive for reporting periods beginning
after June 15, 2021.

Earlier application of those requirements is encouraged and permitted by requirement as specified within
this Statement. The Board considered the effective dates for the requirements of this Statement in light of
the COVID-19 pandemic and in concert wilh Statement Mo, 95, Postponement of the Effeclive Dates of
Certain Authoritative Guidance.

The impact of the implementation of these pronouncements on the Center's financial statements, if any, has
not been determined.

17-SUBSEQUENT EVENTS

Subseguent events were evaluated through March 18, 2021, the date financial statements were available to
be issued. No significant events that should have been recorded or disclosed in the financial statements were
noted, except as noted in the following paragraphs,

Impact of the Certified Fiscal Plan of the Commonwealth of Puerto Rico on the Budget for Fiscal Year
2020-2021

The Financial Oversight and Management Board approved a fiscal plan which included the progressive
reduction of the Commonwealth’s General Fund's transfers of funds given to the Municipalities, mainly the
ones that are paid through the monthly advances of property faxes made by the Municipal Revenues
Collection Center (CRIM).




COMMONWEALTH OF PUERTO RICO Notes (o Basic Financial Statements

Municipal Revenue Collection Center For the Fiscal Year Ended Juna 30, 2020

17-SUBSEQUENT EVENTS (CONTINUED)

Based on the approved budget of Commonwealth of Puerto Rico for fiscal year 2020-2021, the estimated
reduction of revenues will be $2.140,000. Accordingly, during fiscal year 2020-2021, the revenues will
experience a reduction of 1.34% distributed as follows:

Increase
Revenue Source 2020-21 Budget 2019-20 Budget (Decrease) Percentage
25% NIR Genaral Fund $ 131,838,000 § 131,838,000 -] s 0.00%
35% of Puerto Rico Addifional
Lottery System 25,530,000 27,670,000 {2,140,000) 7.73%
Totl  § 157,368,000 § 159,508,000 S (2,140,000) {1.34)%
Municipal Code of Puerto Rico

On August 14, 2020, the Commonwealth of Puerto Rico enacted to law the Act No. 107, to create the Municipal
Code of Puerto Rico in order to integrate, organize and update the laws refated to the organization,
administration and operation of Municipalities. This Act adds new procedural models for greater autonomy for
the Municipalities and repeals the following laws:

s Law 81-1991, as amended, known as the "Law on Autonomous Municipalities of Puerto Rico”;

= Law 83-1991, as amended, known as the "Municipal Property Contribution Act 1991";

«  Law 80-1991, as amended, known as the "Municipal Revenue Collection Canter (CRIM) Act™

o Law MNo. 113 of July 10, 1974, as amended, better known as the "Municipal Patents Act™;

s Law 19-2014, as amended known as "Law of the Municipal Finance Corporation”;

«  Law No. 19 of May 12, 1977, as amended, known 23 the "Municipal Police Act’;

o Law 31-2012, known a5 "Law fo Make the Restoration of the Communities of Puerto Rico” feasibile;

o Law 120-2001, as amended, known as "Law on municipalization of recreational and community sports
faciliies™,

+  Law No. 21 of May 20, 1987, as amended, known as the “Access Control Act 1987

s Law 21-1997, as amended, known as the "Contributing Debt Sales Act™,

s Law 137-2014, as amended, known as "Law for the Distribution of Federal Funds of the ‘Communify
Development Block Grant Program™CDBG) among the Municipalities of Puerto Rico”;

o Law No. 222 of May 15, 1938, as amended, known as "Law o Authorize Municipalities to Adopt
Ordinances Related to the Repair and Elimination of Inadequate Housing™;

« Law 118-2010, as amended, known as the “Incentives For Municipal Economic and Tourism
Development Act”,

B1
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17-SUBSEQUENT EVENTS (CONTINUED)

Municipal Code of Puerto Rico (Continued)

Law 18-2014, as amended, known as the "Law of the Municipal Management Fund®,

Law 64-1996, as amended, known as the "Puerto Rico Municipal Financing Act of 19967

Law Mo. 29 of June 30, 1972, as amended, known a5 the "Law of the Municipal Financing Agency of
Puerto Rico®,

Law 114-2009 better known as “To empower Municipal Governments to Create Day Care Centers®;
and for other purposes.

The new Municipal Code maintains the definition of "Autonomous Municipality” provided for in Law 81-1991, as
amended, The Code is an advanced legislation, consisting of eight (8) books, which in tum are subdivided into
chapters and articles. The table of contents of the Code is a5 follows:

Book | - Municipal Govemment - Powers and Faculties of the Municipality, the Mayor and the Municipal
Legislature

Book |1 - Municipal Administration - Organization, Planning and Control of Available Goods and Human
Resources

Book Il - Municipal Services

Book IV - Municipal Processes and Community Management

Book V - Economic Development

Book VI - Planning and Territorial Planning

Book VI - Municipal Treasury

One of the most important books for Municipaliies and their Mayors is the Book VIl entiled "Municipal
Treasury”. This book sets out the rules and laws related to income and financing necessary for the operation of
Municipahiies. This Book is divided into: "Municipal Tax Collection Center”, "Municipal Tax Types" and
"Municipal Financing”.

The Municipal Code of Puero Rico established the municipal legal order for Municipaliies to renew and look for
real altematives to the new fiscal challenges they face.

Also, on December 30, 2020, Act No. 170-2020 was enacted to amend and clarify several articles and
provisions of Act No, 107-2020.




COMMONWEALTH OF PUERTO RICO BRogElD Bompaiinn Schodife
Municipal Revenue Collection Center

{Non-GAAP-General Fund
For the Fiscal Year Ended June 30, 2020

OPERATING REVEMUES:

Property e ademnsimiog sy $37.407 0 § 28007 092 3 28430588 § 134M

Benica tharges o banks 1,086,630 1,086,650 1 B0 {B5058)

Bl of certhicabions snd maps TE3, 140 163,140 63 42 98 248)

Fiesest ncome 7 880 207 850 20530 {147 450

Whrripakbes Yansher - 300t a7 453 237
Tetal revenues 29,554 90 30,484.572 34,033 817 544 945
OPERATING EXPENDHTURES:

Cuimgnt:

Salarkes and fringa benefits 2,999 544 72544018 H 545076 290,842

Prodessional and consuling seraces 1,586 453 1805 285 125919 19,368

Trawel and repeasantation 366 400 367 830 256713 11,057

Ciapstal outhays and spplhies B350 532,31 T3 616 199,745

Rent 1420845 1531, 882 1470432 51,550

Fiopars and manknancy 911 558 il 955003 2.5

Lititiess T 1,104,889 105183 5,606

Peintid koems 269 000 s mnmam 11,308

Postags 43,000 528425 508011 19414

Infierent amd bank charges 170,000 210480 210,480 .

Trawning 64,000 G972 6472 -

IrEranGs and pemisms 8 000 183,000 172354 100,648

Cither 120,450 STHM 4145 16327
Total sxpendituras and enoumtsances 29,554 802 30484 672 84T 318 1,507 654
EXCESS OF REVENUES OVER EXPENDNTURES,

ENCUMBRANCES AND OTHER FIMANCING SOURCES H - H S2OE2500 00 5 2ahes
Explanation of Differences:

Sourceslinfiows of resources:

Achual amounts (budgatery basis) “svadable lor appropration” from the budgetary compason schadule S3.am7
Difterences-budgat o GAAP:

Mon-budgeted lranster in 1454650
Total revonues and ofhar inancing sounces a5 reported on the statoment of revenues, axpenditrss. and changes in fund balanos o SILEMEE
Ursanioutfiows of ressurnces:

At amounts (budgitary bags) Tolal changes ko appopnations” Bom $a budgitary ompanion st ST 018

Differnecos-badgat o GAAF:

Prio year encumbrances raconded s cument year expinditures lor GAAP bass 1,832 002

Cuarond yoaef encurmbmances recored a5 axpendiures ke bodgalany pugoses (1,635 235

Expandiiunes considersd lor GARP nol lor budgs! 4. 756,718

Tiokal expenditures and oltes inancing wses &s reporied on the stalement of revenues, axpendires, and changes i lund babinces Eﬂlm
8

The notes lo the Budgelary Comparison Schedule are an integral part of this schedule.




Notes to Budgetary Comparison Schedule -
COMMONWEALTH OF PUERTO RICO (Non GAAP) General Fund

Municipal Reveriue Collaction Centor For the Fiscal Year Ended June 30, 2020

1. BUDGET PROCESS AND BUDGETARY BASIS OF ACCOUNTING

The Cenier's budget is prepared for the General Fund following the requirements of the Law No. 80 of
1991, as amended. It is developed utilizing elements of performance-based program budgeting and zero-
based budgeting and includes estimates of revenues and other sources for ensuring fiscal year under laws
existing at the time the budget s prepared.

Budget amendments are approved by the Governing Board. Certain budget transfers within the limitations
and restrictions of the Goveming Board can be approved by the Executive Director. The budget
comparison schedule provides information about the onginal budget, the amended biedge! and the actual
results, under the budgetary basis of accounting.

The budgetary basis of accounting is different from GAAP. Revenues are generally recorded when cash is
received and expenditures are generally recorded when the related expenditure is incurred or encumbered.
The encumbrances (that is, purchase orders, contracts) are considered expenditures when a commitment
is made. On a GAAP basis, encumbrances outstanding at year-end are reported in the govermmental funds
statements as assigned fund balance since they do not constitute expenditures or abilities while on a
budgetary basis encumbrances are recorded as expenditures of the cument year. Encumbrance
appropriations lapse one year after the end of the fiscal year. Unencumbered appropriations are lapsed at
year-end. The legal level of budgetary control (the level at which expenditures may not legally exceed
appropriations) is at the function lavel,

The presentation of the budgetary data excludes other appropriations such as capital projects, debt service
and special revenue funds because projects are funded on a multi-year nature, generally requiring several
years to complete or effective budgetary control is altematively achieved through general obligalion bond
indentures and legal and contractual grant agreement provisions.




INDEPENDENT AUDITORS' 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 Governing Board
Municipal Revenue Collection Center
San Juan Puerto Rico

We have audited, in accordance with the auditing standards generally accepted in the United States of America and
the standards applicable 1o financial audits contained in Government Auditing Sfandands issued by the Comptroller
General of the United States, the financial statements of the governmental activities and each major fund of the
Municipal Revenue Collection Center (“the Center") as of and for the year ended June 30, 2020 and the
related notes fo the financial siatements, which collectively comprise the Center's basic financial statements and
have issued our report therson dated March 18, 2021. The report on govermmental activities was qualified because
we were unable to obtain sufficient appropriate audit evidence about the defemed outfiowsfinfiows, pension plan
lisbility, pension expense, and related note disdosures required for the implementation of GASE Statement No. 73.
Also, we were unable to obtain sufficient appropriate audit evidence about the amounts 1o be reported as defered
outflowsfinflows of resources refated to OPEB, the net OPEB Eability, and relaled note disclosure required for the
implementation of GASE Statement No. 75.

In planning and performing our audit of the financial statements, we considered the Center's internal control
over financial reporting (intemal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Center's internal control. Accordingly, we do not express an
opinion on the effectiveness of the Center's intemal controd,

A deficiency in infernal conirol exists when the design or operation of a conirol 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 enfity's financial
statements will not be prevented, or detected and comected on a timely basis. A significant deficiency, is a
deficiency or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
impartant enough to merit attention by those charged with governanca.

Qur consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in intemal control that might be matenal weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not
identified. Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses, We did identify certain deficiency in intemnal control, described in the
accompanying schedule of findings and questioned costs, as item 2020-001 that we consider to be a significant
deficiency.
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INDEFENDENT AUDITORS' 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 (CONTINUED)

Compliance and other matters

As part of obtaining reasonable assurance about whether the Center's financial statements are free of matenal
misstatement, we performed tests of its compliance with cerain provisions of laws, regulations, contracts and
grants 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 audit, and accordingly, we do not express such an opinion. The results of our tests disclosed an
instance of noncompliance or other matters that are required to be reported under Government Auditing
Standards and which are described in the accompanying schedule of findings and questioned costs as item
2020-001.

Center's Response to Findings

Center’s response to the findings identified in our audit is described in the accompanying schedule of findings and
guestioned costs. The Center's response was not subjected fo the auditing procedures applied in the audit of the
financial staternents and, accordingly, we express no opinion on it,

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of intemal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the Center’s intemal control or on
compliance. This report is an integral part of an audit performed in accordance with Govemment Auditing

Standards in considering the Center's intemal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Shrer Yoy 0 s
Hutos oy

San Juan, Puerio Rico
March 18, 2021

Stamp No. 2772648 of the
Puerto Rico Society of Certified
Public Accountants was affixed 1o
the record copy of this report.




COMMONWEALTH OF PUERTOQ RICO Schedule of Findings and Questioned Costs
Municipal Revenue Collection Cenfer For he Fiscal Year Ended Juna 30, 2020

Section [l = Financial Statements Findings

Finding Reference __2020-001

Requirement: Implementation of Requirements Set Forth by GASB Statement No. 73 and GASB
Statement No. 75

Type of Finding: Significant Deficiency in Internal Control (SD), Instance of Noncompliance (NC)

This finding is similar to prior year finding 2018-001.

Statement of Condition Management has not implemented the accounting and financial reporting requirements for
pensions that are set forth in the GASE Statement No. 73, “Accounfing and Financial
Reporting for Pensions and Related Assels That Are Not Within the Scope of GASE
Statemeant No. 68" The amount by which this departure would afiect the assets, defemed
outfiows of resources, liabdiies, deferred inflows of resources and nel position of the
Center's govemmental activities has not been determined.

In addition, the Center's financial statements do not disclose the descriptive information
about the pension plans through which the pensions are provided required by the GASE
Statemenl No. 73 for single-amployer pension plan. Also, management has omifted
historical pension information that accounting prnciples generally accepted in the United
States of Amedica required 1o be presented to supplement the basic financial statlemants,

Algo, Management has not implemented the accounting and financial reporting
requirements for schadules of employment allocations and OPEB amounts by employer as
of June 30, 2020 to comply with the requirements of GASE Statement No. 75 “Accounting
and Financial Reporting for Postemployment Banefits Other Than Pensions®, The amount
by which this departure would affect the assets, defemed outflows of resources, liabilities,
dafarrad inflows of rescurces and net position of the Canter's govemnmental activities has
nat been determined. Applicable disclosures and required supplementany information that
accounting principles generally accepted in the United States of America required to be
presented to supplement the basic financial statements has been omitted,

Criteria GASE Stalement Mo. 73 states the accounting and financial reporting requirements for
employers and govemmental non-employer conlribuing entities for pension plans that ans
not within the scope of GASE Statement No. 63 to comply with the criteria set forth in this
Statemenl. This requires that the Center report in #s financial stalements its proportionate
ghare of the collective net pension liability, pansion expense and deferred outfiows and
inflows of resources related to pensions as of the measurement date. It also requires
detailad disclosures refated o the actuarial and financial information wsed in the calcutation
of the net pension l@bility and the reporting of historical pension data as Required
Suppdementary Information.




COMMONWEALTH OF PUERTO RICO Sehadule of Findings and Questionad Goste

Municipal Revenue Collection Center

For the Fiscal Year Ended June 30, 2020

Section Il - Financial Statements Findings (Continued)

Finding Reference  3020-001 (Continued)

Criteria {continued)

Cause of Condition

Effect of Condition

Recommendation

Also, GASB Statement Mo. 75 stales slandards for recognizing and measuring lisbilties,
defarred outfliows of resources, deferred inflows of resources, and expensefexpendilunes,
For defined benefit OPEB, this Staterment identifies the metheds and assumplions thal are
required to be used o project benefit payments, discount projecled banafit payments to their
acfuarial present value, and atfribule that present value lo periods of employes service. It
also requires detailed disclosures related to the actuarial and financial information wsed in
the calculation of the net OPEB liability and the reporiing of historical data as Required
Suppdernantary Information.

The Center's pension plan administralor has nol provided the financial and lechnical
information necessary for the properly implement the requirements set forth in of the GASB
Statement No, 73 and GASE Statement No. 75 as of June 30, 2020,

The Centers Govemment-Wide Financial Statements does nol present fairly the financisi
position of the govermmental activities, and the change in financial pesition of the Center for
the fiscal year ended June 30, 2020. Also, the required supplementary information has been
omittad,

We recommend the Cenler maintains a constant communication with the pension plan's
administrator, the Commonwealth’s Employees Retirement Systern Administration, in order
to obtain the necessary finandal and technical information necessary to implement the
reguirements of the GASE Statements No, 73 and 75.

Mone



Fiscal Year Z019:20

Phone: (T47) G25-2745 (x 2160]

P — Comactive Action

Wi concur with the suditons’ recommendators. The Cerer is closely manitoring the acions of
the Commonmwealth's Employess Retirement System Administration in ceder 1 make sure 1
rbésin e audited informalion required by theea standands.

Implermentation Daty: During the 2020-2021 fiscal year

Resporsible Persons: CPA Diana M. Claudio Sauri
Financa Dimctor

I CERTIFY THAT THE INFORMATION ABOVE IS CORRECT
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COMMONWEALTH OF PUERTO RICO SCHEDULE OF PRIOR YEARS AUDIT FINDINGS
Municipal Revenue Collection Cenfer FOR THE FISCAL YEAR ENDED JUNE 30, 2020

Finding Type: Financial Reporting
Statement of Condition:

The Center's pension plan adminisirator has not provided the sudited actuarial and financial information necassary for the
propar recognition and reparting of its net pengdon liability as of June 30, 20189,

Accordingly, the Center has not been able to complied with the accounting and financial reporting requirements for
pensions thal are provided to the emplovess of stale and local govemmental employers through pension plans trusts that
comply with the crtera set forth in the GASB Statement Mo. 68, Accounling and Financial Reporting for Pensions. The
amount by which this depariure would affect the assets, defemed outfiows of resources, liabiities, defemed inflows of
resources and nel position of the Cenler's governmental activities has not been detesmined.

In addition, the Center's financial statements do not disclose the descriptive information about the pension plans through
which the pensions are provided required by the GASB Statement No. 68 for cost-sharing employers. Also, management
has omitted historical pension information that accounting principles generally accepted in the Unitad States of America
required to be presented to supplement the basic financial stalements.

Status:

Sl prevails, A similar situation was identified during the audit of the fiscal year ended on June 30, 2020,
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INDEPENDENT AUDITORS’ REPORT

To the Goveming Board
Municipal Revenue Collection Center
San Juan, Puerto Rico

Report on the Schedule of Property Tax Fund Liguidation

We have audited the accompanying Schedule of Property Tax Fund Liquidation (the Schedule) of the
Municipal Revenue Collection Center (the Center) for the year ended June 30, 2020, and the
related notes to the Schedule.

Management's Responsibility for the Schedule of Property Tax Fund Liguidation

Management is responsible for the preparation and fair presentation of the Schedule in accordance
with the provisions of Act Mo, 80 of August 30, 1991, as amended; this includes the design,
implementation, and maintenance of intemal control relevant to the preparation and fair presentation of
schedules that are free from material misstatement, whether due fo fraud or error,

Auditors’ Responsibility

Our responsibility is to express an opinion on this Schedule 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 Schedule is free from material misstatement,

An audit involves perfarming procedures to obtain audit evidence about the amounts and disclosures in
the Schedule. The procedures selecled depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the Schedule, whether due to fraud or error. In making those risk
assessments, the auditor considers internal contral relevant to the Center's preparation and fair
presentation of the Schedule in order to design audit procedures that are appropriale in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Center's
imernal controd. 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 Schedule.

We believe that the audit evidence we have obtained is sufficient and approgpriate to provide a basis for
our qualified awdit opinicn.

Calle Parand £1686, El Cerezal, Son Juan, P.R. 00926-3144 — Tel. (787) T77-E044 / Fax (TET) 764-0377




INDEPENDENT AUDITORS’ REPORT (CONTINUED])

Basis for Qualified Opinion

In accordance with the provisions of Act No. B0 of August 30, 1991, as amended, the Municipalities of
Puero Rico should receive 35% of the annual net income of the Puerto Rico Lottery (the Lottery)
created under Act No. 10 of May 24, 1989, as amended. Those funds should be part of this Schedule
for its distribution to the Municipalities. As of the date of issuance of the Schedule, the Puerto Rico
Treasury Department (PRTD) does not have available audited financial information for its lottery
aperations. The amount of 516,669,127 reported by the Center in the accompanying Schedule
consisted of funds assigned and confimed by the PRTD during the fiscal year ended June 30, 2020.
The Center's management considers that the amount of funds of the Loftery operations received from
the PRTD will be subject to change once the audited financial statements are issued and available.
Since the audited financial statements of the Lottery operations are not available, we were unable to
determine whether any adjusiments lo the amounts included in the Schedule are deemed necessary,

Qualified Opinion

In qur opinion, except for the possible effects of the matter described in the "Basis for Clualified
Opinwon” paragraph, the Schedule referred to above presents faidy, in all material respects, the
Property Tax Fund Liquidation of the Center for the year ended June 30, 2020, in accordance with the
provisions of Act No. B0 of August 30, 1991, as amended.

Emphasis of a Matter

As described on Mote F, on August 14, 2020, the Commonwealth of Puerta Rico enacted to law the Act
No. 107 (Act M. 107-2020), to create the Municipal Code of Puerto Rico in order to integrate, organize
and update the laws related o the organization, administration and operation of Municipalities. This Act
adds new procedural models for greater autonomy for the Municipaliies and repeals several Acts that
provide quidance and requirements for their aperations. Accordingly, Act No. 80 of August 30, 1991, as
amended (Known as ‘the Municipal Revenue Caollection Center (CRIM) Act” was repealed by Act No.
107-2020).

Also, on December 30, 2020, Act No. 170-2020 was enacted o amend and clarify several articles and
provisions of Act No. 107-2020.

Our opinion are not modified with respect to this matter,

Other Matters

Act No. 80 of August 30, 1991, as amended, provides for the distribution of the Municipal Public Works
Fund, a fund that accounts for 2% of the collections from fines imposed under Act No. 22 of January 7,

2000, as amended, known as the Vehicle and Traffic Act of Puerto Rico. Such distribution s not
included in the accompanying Schedule.

- 2
J Lipez-Vega, CPA, PSC
N/

Cernificd Public Accounianls f Manneement Advisomns




INDEPENDENT AUDITORS' REPORT (CONTINUED])

Other Matters (Continued)

Act No. 162 of August 8, 2012 provides for certain additional funds 1o be distrbuted annually 1o the
Municipalities of Puerto Rico commencing with the fiscal year ended June 30, 2014, The additional
funds amounting to $25,000,000 per annum or the amount determined as a result of an independent
audit to be annually performed by the Government Development Bank for Puerto Rico shall be
distributed before the end of each fiscal year commencing with the fiscal year ended June 30, 2014. On
June 29, 2018 the Center filed a Proof of Claim in the sum of $75 million in the PROMESA Title Il
Banknipicy Case filed by the Commonwealth of Pueria Rico on May 3, 2017, Such distribution is: not
included in the accompanying Schedule.

Use of this Report
This report is intended solely for the information and use of the Governing Board and management of

the Center and the mayors and management of the Municipalities of Puerto Rico, and is not intended to
be and should not be, used by anyone other than these specified parties,

Sty Ry e

LOPEZ- VEGA, CPA, PSC

San Juan, Puero Rico
Febwuary 18, 2021

Stamp Mo, 2772646 of the Puerio Rico
Society of Certified Public Accountants
was affixed lo the record copy of this report.

h ( Lapez-Vegn, CPA, PSC
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Yroperty Tiax Fund Liguidation (in

Revenues after the
Approval of
At 80 of August
30,1991, as Advances to Funds Assigned Dther Deductions | Duwe to (fram)
MUNICEPALITY smendad Municipalities ta CRIM Irterest Charges | and Adfustments |  Municipaliies
TOTAL $ smdpiges| 8§ Eaesaranny| 5 (eanoses| &0 anceres| 5 vesoe] s mrudes
Adjuntas 4,360,961 [4,280.537) 3R (23.351) (4.804) 2411
Aguada 5605527 {5,215.827) (153,125 [T 120.871) 114,953
Aguadily 662245 5,803 245) (386227 (44,570} {4434 371,768
Aguas Buenas 5253044 [5.022 56%) (T3 088 (35.355) (14, 386) 107 641
Aibanita 5107 4 4 TB3 54D (100 474 [34.274) {34,339) 138,307
Afasco 5.2} 596 [# 848070 (137.764) [35.135) (12.504) Briaz
Arecibo 6,207,330 (5073058 (433,178 (41,778) 28,102 67 480
Aoy 4636816 [4,704,125) (60,850 (31,207} 149,746) (209,112)
Barcelonata 7,300,910 .82 405 (302.805) (48,137} 2 108530
Baranguitas 5. 7EE431 [5.508.267) (B0 E4E) (38.823) (7415 43.281
Bayaman 33021 802 |20 462, 106) {2.025,252) {22247} {134, 741) 1,977 456
Caba Ron GBTIEN (5,886 475) (ATE35H) (+4.817) {29,952 J32 618
Caguas 13,375.255 (16,568.337) [1.358.97T) {130.401) {37.155) 1,278,385
Camuy 5359922 [5/075.856) {105.400) (36 074} {3047 130443
Candvanas 5041843 6,142,108 (2T2EET) [48,721) 42371 431076
Carplra 32,444 400 {27,063 .380] [2.039.22% {218.261) {283,708) 2B T8
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be of Property Tax Fund Liguidadon [in

Revenuos aftor the
Approwal of
At B0 of August
30, 1991, a5 Agvances tp Funds Assigned Other Dedwctions Due to {from)
MUNICIPALITY amended Munkcipalities to CRIM interest Charges | and Adjustments | Mlunicipabities
Catafa 14,700,958 (12,479,120) (504, 253 (248,942 {34,381) 444,294
Cayey TAR6.310 (6.529.375) (4073209 [50,183) {44.806) 424 52
Ceiba 3657530 [3,736.415) (B8.007) {25,562 i5,458) 20157
Ciales 3925080 {3,784 B0%) (45.885) [26.423) (11,734) .128
Cidra 573681 {5,234 923) (243 815) [38.576) {4278 171,586
Coama 5175525 {5,020 330 (108611 (833 {35,606) (33861)
Comena 5,346,984 (5,450,326 (33.554) (35,587} {21.378) (200251
Cornzal 5.091,705 {5,781 855) (82.735) (38,653 {5 677) (78.2189)
Culetrg 1909272 (1,838,904 (29.843) (12,850) (4.972) 22,663
Dorada 8,134,078 [8,148,158) (518010 [61,475) 144.318) 360,116
Fagfdo TETT 295 (6,825, 725) (375147 50, 998) {41,887 I3 A%
Flonda 4 285652 {4,236 B600) (26131 (28844 2,744} {B.EGT)
Guanica 4708 604 (4,565.206) 158773 [31,650) 1,250 54,185
Guayars TAE I 6,447 376) (350,496 (47,5941} {32965 44,32
Guayanila 3550309 (3,776, T0E) (45.608) [23,E95) {103.726) [395.626)
Guaynabo 30,107 650 (26, 48.384) [2052.724) {202, 63:4) {111,463 1,302.425
Gurbo 5,926,768 16,324 BG5) {202 205) |46 B19) {5 578) 255,441
Harlia 7182775 16,746,091 {312.098) {48,149) {22885 23593




Revenuos after the

Approval of
At 80 of August
30,1991, as Advances to Funts Assigned Otfher Decuctions | Duwe to (from|
MUNICEPALITY smended Municipatities to CRIM Irterest Charges | and Adjustments |  Municipalities
Hommiguesns 3853852 [3812431) (117,144 (25,838) 19,14%) B 258
Humacao 10,374,158 [9.110,33% |628. 184) (69.821) 47004 E21410
tsaheiq 6579041 [B.130.921) (241,517) {dd F79) (30,727 131,557
Jayuya 4087586 [£ 002,785 (44 535) 21511} [247] 2148
Juana Diaz 5,103,962 [4.774.908) {158 B33} [34.987) |20.990) 194225
Juneos [T ek (5417 585) (228, 125) [41 525 30,718 E11336
Lajas 4306 524 {44,004, 01093 {100,579 (28,984) {19,353 153 546
Lanes 522557 (4,983 260 (TH.OG1) [35.015) {17022 B5.188
Las Masias 3546354 3620413 (23277 [24,555) (2 606) (22497
Las Piedras 5193757 4,557 84T (175.920) (34,555} 16,546) 254 588
Lofza 5876940 (5.843.735) (78,229 (39,567} {arany (120,002}
Luguaia 467949 (4,389,145 [ 158,354) [31.454) {14939 85580
Manati 7857256 [7.118.280) {333, 128) (52 882} {263.316) 148550
Marnican 2883 565 [28400137) (18.375) (19 408) 6,223 11.068
Maunabo 4. 153724 (4.334.320) (34,533 [28,023) 7373 (280L525)
Mayaglex 12,893,185 {10.998,724) (804,350 (86,775} (112487 872842
Maca £040,838 {5,535 504 (128,579 (40,253} {18,008) 158 108
Maonovis 5274 445 [5.363,173) (T3.79%) [35.453) (E8.88T) {266,515}
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Approwal of
At 80 of August
30,1991, as Advances to Funtds Assigned Dther Decuctions Dise to | fram)
MUNICEPALITY smended Municipalities tor CRIM Iriterest Charges | and Adjustments |  Municipalities
Waguabo 5,108,850 [4,875.311) (103.061) (34, 3654) 20,3200 72804
Naranjio SATERIE {5,606 990) (BB 878) (8. 56K) 15927 137477
Orocowis 50497 675 {5.97531T) E56TYH [41,039) (5.066) 9,540
Patias 4,007,320 [4,288,100) (42.257) (26.570) (48,172 (388,179}
Pafiusias 4355451 [4,400.214) (138683 [28.314) (126,147 (338917
Ponce 15,720,318 (13,716,721} [1.218.452) {105, Bl3) {183,660 495 682
Quebraditas 4455 561 [4.280.433) #3114 [#0.245) 6558 109,567
Rincdn 4,701,738 (4,461.333) (120.175) (31,844) 111228 7,358
Rin Granda £085 399 {5,455 064) (342 200) (40.977) {32507 N7 B56
Sabarg Grande 4248106 [4.050,957) (73862 (28,591 81557 176,653
Sabras 4640239 (4,343 59€) (B8.843) {31,230) (8,085 168 432
San Germdn 4 513,082 [4,287.743) (158.840) ([31.044) 46,342 181,40
San Juan 614416 {30,456 505) [B20EES51) (31080 (1,011,456 GA2aAT2
San Lorenzs 6361570 {5,842 316) {151,630 42,818) 164,013 160,805
San Sehastian LA A3 [5,206,023) (201.068) (3%8,325) 121.531) 228 487
Santa isabel 4200028 [4.457.381) (111642 [28.422) (46 644) [121,047)
Tea Al 6804, 745 [6.354.393) (236.155) (45, 758) (36,850 129 547
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Revenues after the
Approval of
Act 83 of August
30, 1991, as Advances to Fungs Assigned Other Deductions | Due to (fram)
MUNICIPALITY amended Munbzipalities to CRIW Inmterest Charges | and Adjusiments Municipalities
Tea Baja 7,255 750 (5 A2 803 {510,001) 48 B34 {107 932) 750,339
Trupo Alle ¥.745.9650 (6873116 (366.121) [52.160) {#1.829) HETH
Uhupdo 5045 300 14 882 539) (TE.165) (33.977) {11655) 431574
Yega A3 5410624 15,823 656) (243.509) [£3,745) {36,544 257,10
Viega Baja 5ATI 506 15,024 526) (266 238) (36.538) {15,206} 130,658
Viesgues 3022339 {2,847 556) 184.522) (20,341} 39.226 139,054
Villala 5,830,054 {5,680,256) {57 A54) (39,238} [59.721) {16,015)
Yabuicoa SAT0AT3 (5.462.761) (B2.181) (34.802) 2810 (184 BET)
YRULD 5152306 14,843 055) (161.088) (34.677) {1453 12035




COMMONWEALTH OF PUERTO RICO Notes to the Schedule of Property Tax Fund
Municipal Revenue Collection Center Liguadation (In Accordance With Act No. 80 of

August 30, 1991, as amended)
Year Ended June 30, 2020

A. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipal Revenue Collection Center (the Center) was created by Act No. 80 of August 30, 1991, as
amended, (the Act) as part of the Municipal Reform Legislation. The Center was created for the purpose of
establishing a separale and independent municipal entity frem the Commenwealth of Puerto Rico (the
Commonwealth) to collect, receive and distribute the property tax revenue of the Municipalities. Prior to the
enactment of this Act, the Commonwealth, through the Depariment of Treasury, accounted for these
revenues. The Center is exempt from the payment of taxes on its revenues and properfies.

The Schedule of Property Tax Fund Liguidation (in accordance with the Act) has been prepared on the cash
basis of accounting. Property tax revenues are recorded when collected and deducted when distributed to the
Municipalities. Advances to the Municipalities are made on a monthly basis based on estimates of revenues
in accordance with the Act.

As described on Note F, on August 14, 2020, the Commonwealth of Puerto Rico enacted to law the Act No.
107 (Act No. 107-2020), to create the Municipal Code of Puerdo Rico in order to integrate, organize and
update the laws related to the organization, administration and aperation of Municipalities. This Act adds new
procedural models for greater autonomy for the Municipaliies and repeals several Acts thal provide guidance
and requirements for their operations. Accordingly, Act Mo. 80 of August 30, 1991, as amended (Known as
“the: Municipal Revenue Collection Center (CRIM) Act” was repealed by Act No. 107-2020.

Also, on December 30, 2020, Act No. 170-2020 was enacted to amend and clarify several articles and
provisions of Act Mo, 107-2020.

E. PROPERTY TAX FUND

Pursuant to the Act, the Center is empowered to bill and collect property taxes, and to distribute property tax
collections to the Municipalities.

The Center must advance to the Municipalites, on a monthly bagis, one-twelfth of the estimate of annual
revenues. The Center is required to provide a prelminary cerification on the liquidation on or befome
September 30 of each given year and to distribute such cedification on or before three (3) busingss days
once it is made.

A final liquidation of due to or from each municipality is required within the six-month period foliowing the
close of the fiscal year.

Property Taxes

Real property taxes are assessed on July based on the taxable values as of January 1, using the estimated
values of 1957, Assessed values of personal properly are based on the book value at January 1 of each
year. Property taxes are assessed for all properties located within the Commonwealth of Puerto Rico.

Real property taxes are billed by the Center and are due in two equal instaliments, in July and January
following the assessment date. Personal property taxes are self-assessed and are due on May 15, when the
related property tax return is required to be filed,

n




COMMONWEALTH OF PUERTO RICO Motes to the Schedule of Property Tax Fund
Municipal Revenue Collection Center Liguidation (In Accardance With Act No. 80 of

August 30, 1991, as amended)
Year Ended June 30, 2020

B. PROPERTY TAX FUND {CONTINUED)

P Tax inu
The propery tax rates per annum vary ameong Municipalities. For the fiscal year 2019-2020, the rates were
comprised as follows:
Personal Property B Real Property
Minimum Maxtimum Minimum Maximum

Basic 3.78% 4.00% 5.T2% G.00%
Contribution to debt redemplion funds:

Slale 1.03% 1.03% 1.03% 1.03%

Mumicipal 1.00% 5.50% 1.20% 5.50%

Total property tax rates varied from 5.80°% 1o 10.33% for personal proparty and 8.03% to 12.33% for real property,

One of the measures approved for the reduction of govermmental expenditures included in the fiscal plan
certified by the Fnancial Oversight and Management Board is the progressive reduction of the ransfers of
funds provided by the Commonwealth of Puerto Rico (the Commonwealih) to the Municipalities, mainly the
ones thal are paid through the monthly advances of property taxes made by the Municipal Revenue
Callection Center (CRIM).

Based on the approved budget of Commonwealth of Puerto Rico for fiscal year 2019-2020, the Center shall
experience a reduction of revenues of $55,742,000. This reduction represents a2 decrease of 25.90% in
revenues compared to the pror fiscal year, as presented below.

Revenue Source 2019-20 Budget 201819 Budget &“Lﬁ; Percentage
General Fund (Transfers) § 131838000  § 175730000 § (43882.000) (24.98) %
35% of Pueno Rico Addifional Lotiery System 27,670,000 39.520,000 (11.850,000) (20.98)%
Tolsl  § 150508000  § 215250000  § (55742,000) {25.90)%
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COMMONWEALTH OF PUERTO RICD Naotes to the Schedule of Property Tax Fund
Municipal Revenue Collection Center Liguidation (In Accordance With Act Na. 80 of

August 30, 1991, a5 amended)
Year Ended Jung 30, 2020

E. PROPERTY TAX FUND (CONTINUED)

However, during the fiscal year 2019-2020, tofal actual transfer of funds from the Commonweaith's General
Fund and the Lottery amounted to $148 507,127, representing a reduction of $82,364,140 or 35.68%,
compared with prior year. Also, during fiscal year 2012-2020, basic property taxes decreasad by 512 922 156
or 5.08% compared to prior fiscal year. Accordingly, during fiscal year 2019-2020, tolal revenues expenenced
a reduction of $95 286,296 or 19.63%, as shown in the following table:

Increase
Revenue Source 2019-20 2018-13 (Decrease) Percentage
35% of Puerte Rico Additianal
Logery Syslem 5 16,669,127 § 55087267 5 [3B418,140) (69.74)5%
General Fund (Transters) RN 17110V 175,784,000 (43946000)  _ (25.00)%
Sub-lotal 148,507 127 230,871,267 82,384, 140) (3506815
1% and 3% besic property taxes 241,573,582 254 495,748 (12.922,156) (5.08)%
Total § 390080718 $ 4B5 367,015 5 (95.786,206) (19.63)%
Equalization Fund

Act No. 80 of August 30, 1991, as amended, established a special fund known as the Equalization Fund
i"Fondo de Equiparacién’) for the purpose of ensuring that all Municipalities receive at lzast the same amount
of revenues as they received on the prior year from these sources.

The Equalization Fund shall include the following:

ia) Al funds derived from basic property faxes assessed by the Commonwealth of Puerio Rico prior o the
1991 Municipal Reform comresponding to a tax rate of 1% for personal property tax and a tax rate of 3%
over the assessed value of all real estate propery in Puerto Rico, not otherwise exempt. For the fiscal
year ended June 30, 2020, these funds amounted to $241,573,592,

by 2.50% for the fiscal years after 2002-2003 of the net intemal revenue of the Commonwealth of Puerto
Rico, However, during the last two (2) fiscal years this amount have been reduced under the provision of
the Commonwealth's approved fiscal plan under PROMESA. For the fiscal year ended June 30, 2020,
total transfers received from the Commomwealth amounted to $131,838,000.

ic) An amount equal to 35% of the Puerto Rico Additional Lottery System (the Lottery) net operational
income. However, the financial statements of the Lottery are not available at the date of the issuance of
this report.  Accordingly, for the fiscal year ended June 30, 2020, the funds received by the Center,
which are included in the schedule, amounted to $16,669,127,
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COMMONWEALTH OF PUERTO RICO Notes to the Schedule of Property Tax Fund
Municipal Revenue Coliection Center Liquidation (In Accordance With Act No, 80 of

August 30, 1891, as amended)
Year Ended June 30, 2020

B. PROPERTY TAX FUND (CONTINUED)
BcaBiation Fad (Confised

(d)  An amount equal to 2% of the slate imposed penalties described under Sec, 5001 of Title 9, known as
the Puerto Rico Vehicles and Transit Law ("Ley de Vehiculos y Transito de Puerto Rico”) to be
distributed by Municipalities by the Center. Funds under this item shall be collected and distributed to
the corresponding Municipalities directly by Puerte Rico Treasury Department; therefore such amounts
are not pan of the Schedule,

Funds received under items (a) above are distributed 1o the corresponding Municipalities. Funds received
under itemns {b) and (c) above are disributed to the Municipaliies up to the amounts required to make each
municipality's revenue equal its revenue from these sources for the prior fiscal year (ie., egualize the
Municipalities). Any excess funds received under items () and (c) above are distributed to the Municipalifies
using the four (4) factors provided by Act Mo, 80.

However, due fo the deficiency of funds for the equalization process caused by the reductions of
Commonwealth's fransfers to the Center, during the fiscal year 2018-2012 cedain provisions of Act No. 80
related to the distribution of funds to the Municipalities were amended. Accordingly, the Center's Goveming
Board has the authority to establish the formulz to determine the bases for the equalization and distribution of
funds.

On May 17, 2019, the Commonwealth of Puerto Rico enacted the Act 29 (Law for the Reduction of
Administrative Burdens of Municipalities) in order to eliminate the obligation of Municipaliies fo contribute to
the Govemnment's health plan and the Pay as you Go retirement system. Instead, the Municipal Revenue
Collection Cenfer {the Center) will retain in the Equalization Fund, a fifty percent (509 of the amount that the
Municipalities should disburse to ASES, using as a basis the amount invoiced for the fiscal year 2015-2016.
In addition, the Center will retain in the Equalization Fund, a ninety percent (90%) of the amount that
the Municipalities should disburse to the "Pay as you Go®, using as a basis the amount invoiced for the fiscal
year 2017-2018. The amount retained in the Egqualization Fund will be distributed to the Municipalities,
according to the rules applicable to that fund. The remaining cash will be distributed among Municipalities,
based on the proportion they confribute to monthly remittance advances. This Act reduces the impact of the
fiscal plan approved by the Financial Owersight and Management Board (the Owersight Board) under
PROMESA, which included the progressive reduction of transfers from the Commonwealth's General Fund fo
the Municipalities until their efimination by the fiscal year 2023,

According to the Act, from the fiscal year beginning July 1, 2019, Municipalities will not be required to pay the
Pay as you Go, nor the Center the obligation to remit payments for this purpose. In addition, the
Municipalities, will have no obligation, neither the Center, to make contributions to the health insurance plan
(ASES). beginning October 1, 2019,
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COMMONWEALTH OF PUERTO RICO Notes to the Schedule of Property Tax Fund
Municipal Revenue Coliection Center Liguidation (In Accordance With Act No. B0 of

August 30, 1991, as amended)
Year Ended June 30, 2020

B. PROPERTY TAX FUND (CONTINUED)
e

Based on the above, the Center withheld from the monthly remittance advances to the Municipalities, an
amount of $202 955,012 as a municipal confribution to the Equalization Fund for the fiscal vear ended June 30,
2020. This amount was withheld from the non-exempt basic property taxes collections and was considered to
be part of the equalization of revenues and distribution of funds to the Municipalities along with the municipal
transfer of funds from the Commonwealth's General Fund and the Lottery appropriated in the Fiscal Year 2020
Certified Budget. As mentioned before, total actual transfers received from the Commaonwealth's General Fund
and the Loltery amounted to $131,838 000 and $16,660,127, respectively. Accordingly, total funds received
from the Cammonwealth's General Fund and the Lottery for the fiscal year ended June 30, 2020, experienced a
reduction of 382 364,140 compared with prior fiscal year,

On Agril 15, 2020, the United States District Court for the District of Puerto Rico {the Court), annulled the Act
No. 29. The Court agreed with the Oversight Board, that Act No. 29 was inconsistent with the fiscal plans and
budgets cerified by the Oversight Board for the Commonwealth of Puerto Rico. The Coun delayed the effective
date of the order through May 6, 2020 to allow the Oversight Board, the Municipalities and the Puerto Rico
Fiscal Agency and Advisory Authority (FAFAA) to work collaboratively to resolve the immediate fiscal
implication of Act No. 29's nullification. The nullification of Act No. 29 required the Municipalities coliectively to
reimburse to the Commonwealth $198 milion: 3166 million related to Pay Go obligations and $32 million
related to health care costs. The Owersight Board proposed various methods by which Municipalities may
allocate among themsalves their reimbursement obligations. After the evaluation of the proposed alternatives,
the Center agreed to accept to distribute $131,838,000 municipal transfers from the Commonwealth's Ganeral
Fund appropriated in FY 2020 Cedified Budget as an offset for repaying the FY 2020 municipal PayGo charges
and ASES contribution. Other altematives for the repayment of the remaining balance of $66 million were
evaluated between the parties.

As a result of the circumstances described before, the funds transferred from the Commonwealth's General
Fund amounting to $131,838.000 during fiscal year 2020, were not available for distribution to Municipalities as
established in the Act 80 of August 30, 1991, Instead, the Center distributed to the Municipalities the amounts
of $241,573,592, $202 955,012 and $16,669,127 related o the funds derived from the basic property taxes of
1% for personal property tax and the 3% for real estate property tax, the municipal confribution according to the
Act No. 29 and the funds received from the Lottery System, respectively. Therefore, the funds collected during
the fiscal year were nof sufficient to provide an equalization of revenues for all the Municipalities.

K]
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COMMONWEALTH OF PUERTO RICD Naotes to the Schedule of Property Tax Fund
Municipal Revenue Collection Center Liguidation (In Accordance With Act Na. 80 of

August 30, 1991, a5 amended)
Year Ended Jung 30, 2020

B. PROPERTY TAX FUND (CONTINUED)
E ization Fun in

Accordingly, a deficiency of funds for the equalization of revenues resulted in the amount of 354,726 434, as
shown in the following table:

Funds required for the

equalzation of revenues § 515528920
1% and 3% basic property taxes (241,573 592)
Excess of revenues over the equalization

requirements 395245
Total funds required to be covered with
municipal contributions (Act Mo. 29) and Lotiery 274,350,573
Municipal contributions [Act No. 28) (202,955,012)
Funds from the Puerto Rico Additional

Lottery System (16,669,127}
Deficiency of funds for equalization

of revenues § 54726434

Taking into consideration the deficiency of funds, the liquidation schedule for the fiscal year 2020 was
prepared basad on the following assumptions:

1. Computation of the equalization of funds for all Municipalities using the resulls obtained during fiscal year
2016-2017 as base year.

2. One (1) Municipality which resuled with an excess of revenues over the equalization requirements of
£385,245, will receive such excess and was excluded from the distribution of the deficiency of funds for
equalization of revenues.

3. The requirement for equalization of revenues with municipal contributions-Act No. 29 and the Lottery for
the remaining seventy seven (77) Municipalities amounted to $274,350,573. Notwithstanding, funds
available for distribution amounted to 5219,629,139, which were distributed based on the proportionate
share of each Municipality of the total of funds amounted to $274,350,573, resulting in a deficiency of
funds of 554,726,434,
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COMMONWEALTH OF PUERTO RICO Notes to the Schedule of Property Tax Fund
Municipal Revenue Coliection Center Liquidation (In Accordance With Act No. B0 of

August 30, 1891, as amended)
Year Ended June 30, 2020

B. PROPERTY TAX FUND (CONTINUED)

Insurance and Other Withholdi

As part of the Municipalities' monthly remittance advances distributed by the Center, withholdings are made
in order to cover certain Municipalities’ obligations and payment plans, that include the following:

+ Municipal insurance policies: The Municipaliies carry commercial insurance to cover casualty, theft,
tort claims, and other losses. Originally, insurance policies were negotiated by the Puerto Rico Treasury
Department. Since 2012, the Municipalities were allowed to negotiate their insurance policies directly with
insurance providers. As of June 30, 2020, all the municipalties of Puero Rico negotiated their insurance
policies with private insurance providers. All costs associated with the insurances are withheld from the
property tax collections,

= Loans: The Center also withholds all amounts due by municipalities on their loans payable to commercial
banks.

= Payments due to governmental entities: Certain amounts due to other governmental entities under
payment plans subscribed by the municipalities or by stalutory acts.

* Center's administrative expenses: In addifion, the Center withholds from property tax monthly
advances up to 5% of the collections of the property tax to cower for the Center's administrative
EXpENSEs.

Advan nd Final Liguidation

On December 17, 2020, the Center's Governing Board approved the Preliminary Liquidation and the advance
of the estimaled funds to be distributed to the Municipaliies. This Preliminary Liguidation shows
Municipalities with superavits of 327,532 973 and Municipalities with deficit of funds of $3,149,157. The total
funds distributed to those Municipalities with a superavit amounted to $19,273,081, which represents an
advance of 70% of total funds to be distributed.

On February 18, 2021, the Center's Governing Board approved the Final Liquidation, The Final Liguidation
shows municipalities with superavits of $29,370,968 ($10,097 887 net of the funds advances with the
Preliminary Liquidation mentioned before) and municipalities with deficit of funds of §2,656.502.

C. LIQUIDATION AND CLAIMS
Il n of Fin nder A .22

Act Mo. 80 of Awgust 30, 1991, as amended, provides for the distribution of the Municipal Public Works Fund,
a fund that accounts for 2% of the collections from fines imposed under Act No. 22 of January 7, 2000, as
amended, known as the Vehicle and Traffic Act of Puerto Rico. The Depariment of the Treasury has not
established a mechanism to identify those funds in order to be distributed to the municipalities. Accordingly,
such distribution is not included in the accompanying Schedule.

15




COMMONWEALTH OF PUERTO RICO Notes to the Schedule of Property Tax Fund
Municipal Revenue Coliection Center Liguidation {In Accordance With Act No. B0 of

August 30, 1991, a5 amended)
Year Ended June 30, 2020

C. LIQUIDATION AND CLAIMS (CONTINUED)
Other Funds for Municioali

Act No. 162 of August 8, 2012 provides for certain additional funds to be distributed annually to the
municipalities of Puerto Rice commencing with the fiscal year ended June 30, 2014, The additional funds
amounting to $25,000,000 per annum or the amount determined as a result of an independent audit to be
annually performed by the Government Development Bank for Puerio Rico shall be distibuted before the end
of each fiscal year commencing with the fiscal year ended June 30, 2014, Such distribution is not included in
the accompanying Schedule,

On June 29, 2018, the Center filed a Proof of Claim (Claim 77843) in the sum of 575 million in the PROMESA
Title Il Bankruptcy Case filed by the Commonwealth of Puerto Rico on May 3, 2017. This Proof of Claim was
filed pursuant to the provisions of Act Me. 162 of August 8, 2012, involving govemment mandated
appropriations to the Center in the yearly sums of $25 milion. Claim 77843 involves the unpaid
appropriations for the three {3) years preceding the filling of the Title Il Case. Any distribution on said claim,
which is a general unsecure claim will be made after confirmation of the Plan of adjusiment filed by the
Commonwealth of Puerta Rico and will be subject to the prorate distribution provisions to general unsecured
creditor.

D. CERTIFIED FISCAL PLAN

On September 30, 2016 at its meeting, the Fiscal Oversight and Management Board {“the Oversight Board)
designated the Center as a "Covered Entity” under the provisions of the Puerto Rico Oversight, Management
and Economic Stability Act (PROMESA).

On June 26, 2020, the Oversight Board certified a fiscal plan for the Center for fiscal years 2021 to 2025 (the
Fiscal Plan). In accordance with "PROMESA”, this Fiscal Plan projects a baseline forecast of the Cenlers
sources and uses of funds for the next five fiscal years based on historical trends and discussions with the
Center's management. In order to provide a greater revenue base for municipalities and ensure greater
fairmess in property tax collections, certain measures have been developed to improve operations and
increase tax collections at the Center. These measures are incremental 1o the baseling projections and must
be adopted and successfully implemented to achieve the targets of the Fiscal Plan,

The measures outlined in the Fiscal Plan were developed around impraving the competitiveness of Puerto
Rico's property tax regime and the enhancement of collections 1o reduce reliance on less optimal taxes, such
as the inventory tax charged to businesses. The measures focus on:

+ Operational efficiencies = the Center is undergoing an operational fransformation
centered around the replasement of outdated and inefficient applications and hardware;
implementation of best practices for business continuity, decentralization of services and
re-engineering of processas to improve services to Municipalities and taxpayers; along with
the establishment of a data-driven culture. These initiatives should serve as the foundation
that will enable the Center to implement strategies for the successful enhancement of tax
revenue collections.
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COMMONWEALTH OF PUERTO RICD Naotes to the Schedule of Property Tax Fund
Municipal Revenue Collection Cenler Liguidation (In Accordance With Act Na. 80 of

August 30, 1991, a5 amended)
Year Ended Jung 30, 2020

D. CERTIFIED FISCAL PLAN (CONTINUED)

= Tax revenue collection enhancement - the Fiscal Plan outlines measures that the Center
will underiake to better capture unrealized fax revenues by increasing tax compliance and
improving overall collection rates. This will help reduce Puero Rico's reliance on other
undesirable taxes, which would improve its competitiveness and atiractiveness for local and
foreign investment.

Success of the implementation of the intiatives cutlined in the Fiscal Plan will come from the Center's ability
to effectively collaborate with Municipalities, other government agencies. and the Oversight Board.

E. IMPACT OF COVID-13 PANDEMIC

On March 12, 2020, Governor Wanda Vazquez declared a state of emergency across the island due tothe
COVID-19 global pandemic, Furthermore, an March 15, 2020, the Govemor signed an executive order (EQ
2020-023), which established the closure of all privale and government operations, except for those refated to
essential services. This order was extended through June 30, 2020, by the signing of a new exacutive order
(EQ 2020-44). Executive Order 2020-44 eased the COVID- 19 lockdown restrictions, reduced the curfew
hours, allowed some businesses to operate at 50% capacity, and authorized the opening of the majority of
businesses and achvities (except nightclubs, game rooms, and casines) including on Sundays. The new
order also called on government management employees fo return to work on June 16, The Cenler's central
and regional offices remained closed during the lockdown period, and, as a result, tax colleclions for the
menth of March, April, May, and June were significantly lower than originally projected. Even though, property
taxes can still be paid through the website, many taxpayers still pay their taxes at the regional offices but
have not been able to do 20 because of the office closures. In addition, the personal propery tax filing date
for FY2020 was extended from May 15, 2020, to August 7, 2020. Therefore, the Center experience delayed in
collections for the months of May. June, and July. Similarly, the date for the payment of the first quarterly
instaliment of personal property taxes for FY2021 was extended from August 15, 2020, to September 15,
2020.

Even after accounting for a decline in collections due to COVID-19, as of Aprl 2020, the Center reported
higher year-to-date collections compared to what was onginally esfimated. Nevertheless, collestions for the
remainder of FY2020 may continue fo be affected by COVID-19, and as a result, the Center completed an
analysis 1o identify any adjusiments that must be made to the municipal remittances of May and June 1o
account for the tax deferral. To the extent a municipality experiences bower collection than what was
advanced by the Center, this would be adjusted as part of the year-end reconciliation process. The year-end
reconciliation process is completed by the Center after the end of the fiscal year to reconcile property fax
advances to Municipaliies, which are based on projectons, with actual collections. To the extent a
Municipality has higher collections than what has been advanced, the Center fransfers the excess amount o
the corresponding Municipality. On the other hand, if collections are lower than what has been advanced,
municipalities would have an account payable to the Center that is repaid from property tax advances from
the subsequent fiscal year.
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COMMONWEALTH OF PUERTO RICO Motes to the Schedule of Property Tax Fund
Municipal Revenue Collection Center Liquidation {In Accordance With Act No. 80 of

August 30, 1991, as amended)
Year Ended June 30, 2020

E. IMPACT OF COVID-13 PANDEMIC (CONTINUED)

Similarly, as a result of COVID-19, the Center projects electronic lottery proceeds, which are distributed as
part of the Equalization Fund, will be reduced by approximately $27.7 million (from $47.3 milion to $19.6
miliion). The Center completed an analysis to identify the adjustments needed to the municipal remittances
for May and June ta account for the lower Equalization Fund as a result of the projected decline in lottery
proceeds. However, given that the year-lo-date remittances were advanced al the beginning of the fiscal year
based on the projected $47.3 milion of proceeds, a reconciliation process will be required. Any varance
between actual and projected proceeds must be adjusted to achieve fiscal accountability and allow for the
projection of accurate revenues for the fiscal year.

Additionally, as pat of the COVID-19 Emergency Measures Suppont Package, Municipalities received
approximately 3100 million from the Commonwealth in Fy2020. Municipaliies were distributed 350 million
per month for two months based on a 3-ier division of population by Municipality. Municipalities with a
population of fewer than 25000 peope received §1 million in tofal, those with a population greater than
25,000, but tess than 50,000 received $1.35 million, and those with a population greater than 50,000 received
§1.75 million. Similarly, an additional $100 million is being distributed to municipalities from the $2,.241 million
appropriated to Puerdo Rico under the Coronavirus Aid, Relief and Economic Relief Act (the "CARES Act"),
These funds are to be used fo reimburse costs related to COVID-19, which had not been previously budgeted
for by the Municipalities. The Municipalities are responsible for fracking, reporting, and submitting these
incremental expenses for reimbursements. It is important to note that these funds cannot be used to replace
lost revenue as a result of the decline in business activities.

F. SUBSEQUENT EVENTS

Subsequent events were evaluated through February 18, 2021, the date the Schedule of Praperty Tax Fund
Liguidation (the Schedule) of the Municipal Revenue Collection Center (ihe Center) for the year ended Jure
30, 2020 was available to be issued. No significant events that should have been recorded or disclosed were
noted, except for the matters mentioned in the next paragraphs.

Impact of the Certified Budget for Fiscal Year 2020-2021

The Financial Oversight and Management Board approved a fiseal plan which inciuded the progressive
reduction of the fransfers of funds provided by the Commonwealth 1o the Municipalities, mainly the ones that
are paid through the monthly advances of property taxes made by the Municipal Revenue Callection Center
(CRIM).
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COMMONWEALTH OF PUERTO RICO Notes to the Schedule of Property Tax Fund
Municipal Revenue Coliection Center Liguidation (In Accordance With Act No. B0 of

August 30, 1991, a5 amended)
Year Ended June 30, 2020

. SUBSEQUENT EVENTS (CONTINUED)

Impact of the Certified Budget for Fiscal Year 2020-2021 (Continued)

Based on the approved budget of Commonwealth of Puerto Rico for fiscal year 2020-2021, the estimated
reduction of revenues will be $2 140000, Accordingly, during fiscal year 2020-21, the revenues will
experience a reduction of 1.34% distributed as follows:

 Revenue Souree 202 Budget ANS2Budget (Deerse) Percemage
2.5% NIR General Fund § 131,838,000 £ 131,838,000 g - 0.00%
J5% of Puerio Rico Additional
Lottiry System 25,530,000 27,670,000 2,140,000) 773%
Total § 157,368,000 $ 159,508,000 § (2,140,000 (1.34)%
Municipal Code of Puerto Rico

On August 14, 2020, the Commonwealth of Puerto Rico enacled to |aw the Act No. 107, 1o create the
Municipal Code of Puerto Rico in order lo integrate, organize and update the laws related to the organization,
administration and operation of municipaliies. This Act adds new procedural models for greater autonomy for
the municipalities and repeals the follawing laws.

Law B1-1%91, a5 amended, known as the "Law on Autonomaus Municipalities of Puerto Rica™;

Law 83-1801, as amended, known as the "Municipal Property Contribution Act 1921

Law 80-1291, as amended, known as the "Municipal Revenue Collection Center (CRIM) Act”;

Law No. 113 of July 10, 1974, as amended, befter known as the "Municipal Patents Act":

Law 19-2014, as amended known as "Law of the Municipal Finance Corporation”™;

Law No. 19.of May 12, 1977, as amended, known as the "Municipal Police Act”;

Law 31-2012, known as "Law to Make the Restoration of the Communities of Puerto Rico” feasible,

Law 120-2001, as amended. known as "Law on municipalization of recreational and community sports
facilities™;

Law No. 21 of May 20, 1987, as amended, known as the “Access Control Act 1987"
Law 21-1997, as amended, known as the "Contributing Debt Sales Act™

Law 137-2014, as amended, known as "Law for the Distribution of Federal Funds of the "‘Community
Development Block Grant Program®(CDBG) among the Municipalities of Puerto Rico™
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COMMONWEALTH OF PUERTO RICD Naotes to the Schedule of Property Tax Fund
Municipal Revenue Collection Center Liguidation (In Accordance With Act Na. 80 of

August 30, 1991, a5 amended)
Year Ended Jung 30, 2020

F. SUBSEQUENT EVENTS (CONTINUED)
Municipal Code of Puerto Rico (Continued)

e Law No. 222 of May 15, 1938, as amended, known as “Law fo Authorize Municipaliies to Adopt
Ordinances Related to the Repair and Elimination of Inadequate Housing”™;

o Law 118-2010, as amended, known as the “Incentives For Mumicipal Ecomomic and Tourism
Development Act”,

e Law 18-2014, as amended, known as the "Law of the Municipal Management Fund®,
o Law 64-1996, as amended, known as the "Puerto Rico Municipal Financing Act of 1896",

s Law No. 29 of June 30, 1972, as amended, known as the "Law of the Municipal Financing Agency of
Puerto Rico";

o Law 114-2009 better known as "To empower Municipal Governments to Create Day Care Centers”;
and for other purposes.

The new Municipal Code maintains the definition of "Autonomous Municipality” provided for in Law 81-1891,
as amended. The Code is an advanced legislation, consisting of eight (B) books, which in turn are subdivided
into chapters and articles. The table of contents of the Code is as follows:

» Bogok | - Municipal Govemment - Powers and Faculties of the Municipality, the Mayor and the Municipal
Legislature.

. Il - Municipal Servi

» Book V' - Municipal Processes and Community Management.
« BookV - Economic Development.
. k W1 - Plannin Territonial Planning.

» Book VIl - Municipal Treasury.

One of the most important books for Municipalities and their Mayors is the Book VIl entitled "Municipal
Treasury”. This book sets out the rules and laws related to income and financing necessary for the operation
of Municipaliies, This Book is divided into: "Municipal Tax Collection Center™, "Municipal Tax Types® and
"Municipal Financing™, The Municipal Code of Fuerto Rico established the municipal legal order for
Municipalities to renew and look for real altematives ta the new fiscal challenges they face.

Also, on December 30, 2020, Act Mo, 170-2020 was enacted to amend and clarify several arficles and
provisions of Act No. 107-2020.
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