FARM INSURANCE CORPORATION OF PUERTO RICO
(a component unit of the Commonwealth of Puerto Rico)

INDEPENDENT AUDITOR'S REPORT AND
FINANCIAL STATEMENTS
JUNE 30, 2022



FARM INSURANCE CORPORATION OF PUERTO RICO
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO)

TABLE OF CONTENTS
Page

Independent Auditor's Report | 1-3
Management's Discussion and Analysis ' 4-7
Financial Statements

Statement of Net Position 8

Statement of Revenues, Expenses and Changes in Net Position 8

Statement of Cash Flows 10
Notes to the Financial Statements 11-36

Supplementary Information 37-40




ISMAEL RAMOS COLON

CONTADOR PUBLICO AUTORIZADO, LLC
C ABOGADO  NOTARIO

Independent Auditor's Repart

Board of Directors
Farm Insurance Corporation of Puerto Rico

Opinion
We have audited the accompanying financial statements of the business-type activity of the Farm Insurance
Corporation of Puerto Rico, a component unit of the Commonwealth of Puerto Rico, as of and for the year ended June

30, 2022, and the related notes to the financial statements, which collectively comprise the Corporation’s basic financial
statements, as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Farm Insurance Corporation of Puerto Rico as of June 30, 2022, and the results of its operations and its cash flows for
the year then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Our
responsibiliies under those standards are further describad in the Auditor's Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of Farm Insurance Corporation of Puerto
Rico and to meet our other ethical responsibilities in accerdance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of-America and for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or errcr.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Corporacion de Seguros Agricolas de Puerto Rico's
ability to continue as a going concemn within one year after the date that the financial statements are available to be
issued.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements are free from material
misstatement, whether due to fraud or error, and lo issue an auditor's report that includes our opinion. Reasonable
assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit
conducted in accordance with generally accepted auditing standards will always detect a material misstatement when
it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of intemnal
control. Misstatements are considered material if there is a substantial likelihood that, individually or in the aggregate,
they would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
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e Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess tfic risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

» Obtain an understanding of internal control relevant to the audit 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
Farm Insurance Corporation of Puerto Rico's internal control. Accordingly, no such opinion is expressed.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

» Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Farm Insurance Corporation of Puerto Rico's ability to continue as a going concemn
for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control related matters that we identified

during the audit.
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's Discussion
and Analysis on pages 4 through 7, defined benefit retirement and pension plans, and other post-employment benefit
schedules be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board which considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational, economic,
or historical context. We have - applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Subsequent Events

As described in Note 15 of the financial statements, Puerto Rico was directly impacted by Hurricane Fiona leaving in
its path the destruction of different structures around the island. Farmers of Puerto Rico with insurance policies with
the Farm Insurance Corporation of Puerto Rico (Corporation) suffered damage to their plantations and crops caused
by said hurricane. On March 6, 2u23, the Corporation received 4,891 claims and paid 4,634 of these claims amounting

to $29,374,477.

The Corporation has evaluated all transactions occurring after the statement of financial position as of June 30, 2022,
for items that should potentially be recognized or disclosed in the financial statements. The evaluation was conducted
through October 6, 2023, the date the accompanying financial statements were available to be issued. The following
material events were noted:

1. On September 17, 2022, Puerto Rico was directly impacted by Hurricane Fiona leaving in its path the
destruction of different structures around the island. Farmers of Puerto Rico with insurance policies with the



Farm Insurance Corporation of Puerto Rico (Corporation) suffered damage to their plantations and crops
caused by Hurricane Fiona. On October 6, 2023, the Corporation received 4,891 claims and paid 4,634 of
these claims amounting to $29,374,477.

2. OnJanuary 24, 2023, the Corporation received an advance of $1,500,000 against future incentives that will
be received from “Administracion Para el Desarrollo de Empresas Agropecuarias (ADEA)" to pay claims from
farmers due to damage caused by Hurricane Fiona.

3. On February 21, 2023, the corporation agreed to a note payable with the “Fondo de Innovacion para el

Desarrollo Agricola (FIDA), amounting to $3,000,000 to cover the claims that the Corporation had paid to
Farmers due to the damage caused by the Hurricane Fiona.

On March 29, 2023, the Financial Oversight and Management Board for Puerto Rico approved the transfer of

$12:066; e Corporation to add funds to the Corporation to pay claims to farmers due to damage caused by
Hricane Figha in the ation apd crops.
L
P

) i

Ismael Rarfos Co
Certified Pytlic Accountant, LLC

November 1y, 2023

Stamp # E553219 was affixed to the original of this report.




FARM INSURANCE CORPCRATION OF PUERTO RICO
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO}

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2022

This section of Farm Insurance of Puerto Rico (the Corporation) annual financiai report presents our discussion and
analysis of the Corporation's financial performance during the fiscal year ended on'June 3C, 2022. The Corporation's

financial performance is discussed and analyzed within the context of the accompanying financial statements and
disclosures following this section.

Financial Highlights for 2022

Management's Discussions and Analysis introduce the Corporation‘s financial statements. Financial reporting at this
level uses a perspective similar to that found in the private sector which is the basis in full accrual accounting.

Among the most significant financial aspects observed this year are the following:

1. The Corporation Liabilities exceed its assets by $33,024,982 (net position), for the fiscal year reported. This
decreased by $44,907,157 in relation to the previous year when liabilities exceeded assets by $7,732,139.

2. Premiums written this year increased by $7720,202 in refation to the previous year. For the fiscal year 2021-
2022, they amounted to $7,757,543 compared to $6,037,341 in fiscal year 2020-2021.

Overview of the Corporation

The Corporation's primary missicn is to provide insurance fo farmers against iosses or damage to plantations, crops,
animals, birds, and others caused by natural disasters. The Corporation is responsible for its debts and is enfitied to
surpluses.

Overview of the Financial Statements

The Corporation’s basic financial statements consist of three components; (1) the MD&A, (2) basic financial statements,
and (3) notes to the financial statements. Because the Corporation is a special-purpose government engaged in
business-type activities only, the financial statements are presented in accordance with paragraph 138 of GASB
Statement 34. Management has prepared the Statement of Net Position, the Statement of Revenues, Expenses, and
Change in Net Position, and the Statement of Cash Flows.

The Statement of Net Position is the present information about the Corporation’s overall status. The increase or
decrease in net position may serve as a useful indicator of whether the financial position of the Corporation is improving
or deteriorating.

The Statement of Revenues, Expenses, and Changes in Net Position is the operating statement of the Corporation,
which reports the operating and non-operating revenues, expenses, and the change in the net position.

The Statement of Cash Flow provides relevant information about the cash receipts and cash payments of the
Corporation for the fiscal year. This statement helps financial report users assess (a) an entity's ability to generate
future net cash flows, (b) its ability to meet its obligations as they come due, (c} its needs for external financing, (d)
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the reasons for differences between operating income and associated cash receipts and payments, and {e) the effects
on the entity’s financial position of both its cash and its noncash investing, capital, and financing transactions during

the period.

Notes to the financial statements

The accompanying notes to the financial statements provide information essential to a full understanding of the basic
financial statements. The notes to the financial statements begin on page ten on this report.

Financial Analysis of the Administration

The following table provides a sﬁrﬁmary of the Corporation’s net position:
Summary of Net Position

June 30,
Change
2022 2021 Arnount
Current Assets $10,905,757 $ 9,709,625 $1,196,132
Non Current Assets 3,203,369 2,585,094 618,275
Total Assets 14,109,126 12,294,719 1,814 407
Deffered Outflow of Resources Related to Pension
and Total OPEB 476,360 493,359 (16,999)
Total Assets and Deferred Outflows of Resources $14,585,486 $12,788,078 $1,797,408
Current Liabilities $14,600,905 $17,405,638 (2,804,733)
Non-Current Liabilites 2,863,647 2,686,080 177 567
Total Liabilities 17,464,552 20,091,718 (2,627,166)
Deffered Inflow of Resources Related to Pension
and Total OPEB 145,916 162,122 (16,206)
Total Liabilities and Deferred Inflows of Resources 17,610,468 - 20,253,840 (2,643,372)
Net Position
Net Investment in Capital Assets 72,953 08,628 (25,675)
Defigit (3,097,935} {7,564,390) 4,466,455
Total Net Position {Deficit) (3,024,982) {7,465,762) 4,440,780
Total Liabilities and Deferred Inflows of Resources
and Net Position {Deficit) $14,585,486 $12,788,078 $1,797 408

Fiscal year 2022 reflects an increase in total assets amounting to $1,814,407, an decrease in total liabilities of
$2,627,166 and decrease in deferred outflow of resources of $16,999, an decrease in deferred inflows of resources or
$16,206 and a decrease in total net position of $4,440,780 when compared with fiscal year 2021, Current assets
increase due mainly to a increase in cash in $1,016,726. Non-current assets increase mainly to increase in account
receivable of 823,356 of accounts receivable from FCIC & ADEA. Capital assets decrease for the depreciation expense
of capital assets.
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The following table provides a summary of the Corporation's revenues, expenses, and changes in net position:

Summary of Revenues and Changes in Net Assets
For the Year ended on June 30,

2022 2021 Change Amount
Operating Revenue $ 6551031 § 3124390 S 3,426,641
Operating Expenses 2,210,392 2,805,266 (594,874)
Operating Income {loss) 4,340,639 319,124 2,831,767
Non-Operating Expenses (233,410 3,200 (236,610)
Change in Position 4107,229 322,324 3,784,905
Net Position at Beginning of the Year (7,465,762) (7,732,139) 266,377
Prior Period Adjustment 333,551 (65,947) 389,498
Net Position (Deficit), at Beginning of
Year, as Restated (7,132,211) (7,788,086) 655,875

Net Position (Deficit), at End for Year $ (3,024982) § (7465762) $ 4,440,780

Fiscal year 2022 reflects a increase in total operating revenues of $3,426,641 and an decrease in operating expenses

of $594,874. The Corporation had a change in net position of $,4,107,229.

Capital Assefs

The Corporation’s investment in bapital assets, net of accumulated depreciation as of June 30, 2022, and 2021, was

$72,953 and $98,629 respectively. The total decrease in this net investment was 26%.

Capital Assets
For the year ended on June 30,

2022 2021 Change
Equipment $936231  $922449  § 13782
Vehicles 131,334 131,334 -
1,067,565 1,053,783 13,782
Less: Accumulated Depreciation {994,612) (955,154) (39,458)
Change in Net Capital Assets $ 72,953 $ 98,629 $ (25,676)
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Line of Credit

During the fiscal year ended June 30, 2005 the Corporation borrowed $6,500,000 from “Fondo Integral para el
Desarrollo Agricola de Puerto Rico Inc.” (FIDA) under a non-revolving credit line for working capital purposes. The line
of credit bears an annual interest at 2.25% over LIBOR rate. As of June 30, 2022 the outstanding balance amounted
$4,692,041.

The Corporation is obligated to pay FIDA the outstanding balance of the line of credit after “Administracion para el
Desarrollo de Empresas Agropecuarias” (ADEA), former ASDA, has paid its debis to the Corporation.

On February 9, 2006 FIDA, through resolution No. 2005-07, modified the terms of the line of credit due to the cash flow
problem experienced by the Corporation. FIDA has agreed to accept a cash payment of the principal balance at no
interest or penalties, after ADEA has paid its debts to the Corporation.

Contacting the Corporation's Financial Management

This financial report is designed-to provide a general overview of the Corporation's finances, and to demonstrate the
Corporation's commitment to public accountability. If you have any questions about this report or would like to request
additional information, contact the Corporation’s Finance Department at (787) 722-2748.
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FARM INSURANCE CORPORATION OF PUERTO RICO
(A COMPONENT UNIT OF THE COMMONWEALTH OF PUERTO RICO)

STATEMENT OF NET POSITION
JUNE 30, 2022

ASSETS
CURRENT ASSETS
Cash $ 10,584,643
Accounts receivable, net 314,143
Prepaid expenses and other current assets 6,971
Total current assets : 10,905,757
NON-CURRENT ASSETS
Accounts receivable, net 3,130,416
Capital assets, net ‘ 72,953
Total non-current assets 3,203,369
-
DEFERRED QUTFLOW OF RESQURCES: .
Pension related 471,460
Other post-employment benefits related 4,900
Total dererred outflow of resources 476,360
Total assets and deferred outflow of resources $ 14,585,486
LIABILITIEES
CURRENT LIABILITIES
Unpaid claims $ 50,327
Accounts payable 652,282
Compensated absences 146,561
Unearned premiums 5,306,574
Accrued expenses 209,344
Pensicn liability 125,455
Other post-employment benefit liability 4,900
Loan payable 3413421
Line of credit 4,692,041
Total current liabilies % 14,600,905
NON-CURRENT LIABLITIES
Compensated absences 343,398
Pension liability 2,230,563
Contingency 237,555
Other post-employment benefits liability 52,131
_ 2883GAT
DEFERRED INFLOW OF RESCURCES
Pensian related 145916
Total liabilities and deferreded inflows of resources 17,610,468
NET POSITION
Net investment in capital assets 72,953
Unrestricted (3.097,935)
Total net position $ 3,024,982

L]
See accompaying notes to financial statements 8
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STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
FOR THE YEAR ENDED JUNE 30, 2022

Operating Revenues

Premiums written $ 8,757,543
Ceded premiums 457,766
Net premiums 6,299,777
Commissions revenue : ‘ - . 213,680
Other revenue 37,574

Total operating revenues 6,551,031

Operating Expenses

Salaries and employee benefits 1,534,761
Pension expense 143,536
Claims 50
Insurance 61,104
Professional Services 247,226
Depreciation 39,458
Other 184,257
Total operating expenses 2,210,392
Reimbursement of administrative and opearting expenses
Net operating expenses 2,210,392
Operating income 4,340,639
Non-operafing revenue (expenses)
Contingency (237,555)
Interest 4,145
{233,410
CHANGE IN NET POSITION 4,107,229
NET POSITION (DEFICIT) AT BEGINNING OF YEAR (7.465,762)
PRIOR PERIOD ADJUSTMENT . 333,551
NET POSITION (DEFICIT) AT BEGINNING OF YEAR AS RESTATED {7,132,211)
NET POSITION {(DEFICIT) AT END OF YEAR $ (3,024,982

See accompaying notes to financial statements 9
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2022

Cash flows from operating activities:

Receipts from customers * $ 6,383,801
Commissions and other revenue 251,254
Salaries and employees benefits (1,672,328)
Claims paid and payments to suppliers (3,509,831}
Net cash provided by operating activities 1,452,896

Cash Flow from non-capital and related financing activities
Payment of loan payable and net cash used by
non-capital financing activities (426,533)

Cash Flow from capital and related financing activities
Purchase of equipment and net cash used by
capital financing activities (13,782)

Cash flows from investing activities:

Interest received and net cash provided by

investing activities 4,145
Increase in cash 1,016,726
Cash at beginning of year - 9,567,917
Cash at the end of year $ 10,584,643

Cash flows from operating activities: ]
Operating income $ 4,340,639
Adjustments to reconcile net loss to net cash
provided by operating activities:
Depreciation 39,458
Change in operating assets and liabilities:
Decrease (increase) in:

Accounts receivable (823,356)
Deferred outflow of resources ' 16,998
Increase (decrease) in:
Accounts payable (2,546,208}
unpaid claims (1,785)
Accrued expenses (11,033)
Other post-employment benefits (4,548)
Deferred inflow of resources (16,206}
Pension liability 5176
Unearned premiums 453,759
Net cash provided by operating activities $ 1452896
10

See accompanying notes to financial statements.
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NOTES TO FINANCIAL STATEMENTS

NOTE 1- ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. ORGANIZATION AND REPORTING ENTITY

The Farm Insurance Corporation of Puerto Rico (the Corporation) is an instrumentality of the Commonwealth of Puerto Rico
ascribed to the Department of Agriculture (the Department). As a component unit of the Department, the Corporation is also
included as part of the Department as reporting entity.

The Corporation was created by Act Number 166 (the Act) of August 11, 1988, to provide insurance to farmers against losses or
damages to plantations, crops, animals, birds, and others caused by natural disasters. The Corporation is responsible for its
debts and is entitled to surpluses. The Commissioner of Insurance of Puerto Rico has the Corporation to evaluate accrued
reserves in order to determine their adequacy and to make recommendations.

The Board of Directors is composed of five members including, the Secretary of the Department of Agriculture (as President), the
Dean of the Agricultural Sciences Faculty of the Mayagiiez Campus of the Universify of Puerto Rico, a representative of the
Puerto Rico Fiscal Agency and Financial Advisory and two bonafide farmers appointed by Governor with the consent of the
Senate of Puerto Rico.

The Board of Directors appoints the Executive Directors of the Corporation, who is responsible for the direct administration of the
Corporation in accordance with the policies and procedures established by the Board of Directors.

B. BASIS OF PRESENTATION

The Corporation’s financial statements are presented as an enterprise fund and conform to the provisions of Governmental
Accounting Standards Board Statement No. 34 ("GASB') “Basic Financial Statements” - and Management's Discussion and
Analysis — for State and Local Govemments.” GASB 34, as amended, establishes standards for extemal financial reporting for
all state and local governmental entities, which includes a statement of net position, a statement of revenue, expense and changes
in net position and a statement of cash flows. It requires the classification of net position into three components: net investment
in capital assets, restricted, and unfestricted.

These classifications are defined as follows:

@

« Net Investment in capital assets - Consists of capital assets, net of accumulated depreciation and reduced by the
outstanding balance of any bonds, mortgages, notes or other borrowings that are attributable to the acquisition,
construction or improvement of those assets. If there are significant unspent related debt proceeds at year-end, the
portion of the debt attributable to the unspent proceeds is not included in the calculation of invested in capital assets,
net of related debt. Rather, that portion of the debt is included in the same net position component as the unspent
proceeds.

« Restricted — Consist of constraints placed on net assets use through external constraints imposed by creditors (such as
through covenants), contributors, or law or regulations of other governments or constraints imposed by law trough
constitutional provision or enabling legislation.

o Unrestricted — This component of net assets consist of net assets that do not meet the definition of “restricted” or
“invested in capital assets, net of related debt.”

1
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Because the Corporation is a special-purpose govemment engaged in business-type activities only, the financial statements are
presented in accordance with paragraph 138 of GASB Statement 34 “Basic Financial Statements for State and Local

Governments”.

C. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1.

Basis of accounting

The accrual basis of accounting is used by the Corporation. Under the accrual basis, revenues are recognized when
eamed and expenses are recorded as liabilities when incurred, without regard to receipt or payment of cash.

Eamed premiums

Insurance premiums are recognized as income during the period covered by the policies issued to the farmers. The
insurance policies period cover from April 1t to March 31<. The portion corresponding to the next fiscal year is deferred
and recognized as eamed during that year.

Unbilled Receivables

Unbilled receivables represent a management's estimate of the unearned premiums related with the unwritten policies
for the period cover from April 1, 2019, to March 31, 2020.

Unpaid claims

The liability for unpaid claims consists of the estimated amount of the probable claims of the farmers. The Corporation's
management believes that the liability for unpaid claims is adequate to cover the ultimate et costs of losses and claims
as of year-end. However, the liability is necessarily based on estimates and na representation is made that the amounts
ultimately paid may not be more or less than such estimates as of year-end. -

Capital Assets

The Corporation's capital assets are recorded at cost. Depreciation is provided using the straight-line method over the
estimated useful lives of the assets. The estimated useful lives of property and equipment are as follows:

Motor vehicles 5 years
Computer equipment 5 years
Offices fumiture and equipment 510 10 years
Other equipment 5to 10 years

The Corporation periodically reviews long-lived assets for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. No impairment of capital asset was identified

during the year ended 2021.

12
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10.

1.

Compensated absences

Vacation and sick leave may be accumulated at a maximum of 60 days and 90 days, respectively. Employees eamed
15 days of vacation and 18 days of sick leave, annually, until April 28, 2017. Effective April 29, 2017, when Act No.26
became effective, all employees in each calendar year, will earn up a maximum of 15 and 12 days of vacation and sick
leave, respectively.

Accounting for pension costs

The Corporation accounts for pension costs under the provisions of GASB Statement No. 73 Accounting and Financial
Reporting for Pensions and Related Assets That are not Within the Scope of GASB Statement No. 68 and Amendments
to Certain Provisions of GASB Statements 67 and 68 that requires that employers report a net pension liability and
related pension accounts. For purposes of measuring the net pension liability, deferred outflows and inflows of resources
related to pension, pension expense, the balances have been determined on the same basis as reported by the Plan.

Deferred Qufflows/Inflows

In addition to assets, the statement of net position will sometimes report a separate section for deferred outflows of .
resources. This separate financial statement element, deferred outflows of resources, represents a consumption of net
position that applies to a future period(s) and so will not be recognized as an outflow of resources (expensefexpenditure)
until then. In addition to liabilities, the statement of net position will sometimes report a separate section for deferred
inflows of resources. This separate financiai statement element, deferred inflows of resources, represents an acquisition
of net position that applies to a future period(s} and will not be recognized as an inflow of resources (revenue) until that
time. In the statement of net position deferred outflows/inflows of resources arise as result of the transactions recorded
as part of the GASB Statement No. 73 Accounting and Financial Reporting for Pensions and Related Assets That are
not Within the Scope of GASB Statement No. 68 and Amendments to Certain Provisions of GASB Statements 67 and
68.

Statement of Cash Flows
The accompanying statement of cash flows is presented in accordance with the provisions of GASB Statement No. 9,
as amended, “Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds and Governmental Entities that

Use Proprietary Fund Accounting”. For purposes of reporting cash flows, cash includes cash on hand, amounts due from
banks, and items in process of collection.

QOperating Revenues and Expenses

Operating revenues and expenses arise from the sale of insurance to farmers and the services provided to them, as well
as all revenues and expenses not related to capital and related financing activities.

Risk management

The Corporation is exposed to various risks of loss from torts, theft of, damage to, and destruction of assets, business
interruption, errors and omissions, employee injuries and illnesses, natural disasters, and other losses. Gommercial
insurance coverage is obtained for claims arising from such matters. The commercial insurance coverage is Negotiated
by the Department of Treasury of the Commonwealth of Puerto Rico and the cost is paid by the Corporation.

13
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12.

13.

Accrual for legal claims

The estimate amount of the liability for legal ctaims is recorded on the accompanying statements of net position based
on the Corporation evaluation of the probability of an unfavorable outcome in the litigation of such legal claims. The
Corporation consults with its legal counsel upon determining whether an unfavorable outcome is expected. Because of
uncertainties inherent in the estimation process, management's estimate of the liability for legal claims may change in
the near term.

Future adoption of accounting pronouncements

The GASB has issued the following standards that have effective dates after June 30, 2022:

GASB Statement No. 91, Conduit Debt Obligations. The primary objectives of this Statement are to provide a single
method of reporting conduit debt obligations by issuers and eliminate diversity in practice associated with (i)
commitments extended by issuers, (i) arrangements associated with conduit debt obligations, and (ii) related note
disclosures. This Statement achieves those objectives by clarifying the existing definition of a 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 arrangements
associated with conduit debt obligations; and improving required note disclosures.

This Statement also addresses arrangements - often characterized as leases - that are associated with conduit debt
obligations. In those arrangements, capital assets are constructed or acquired with the proceeds of a conduit debt
obligation and used by third-party obligors in the course of their activities. Payments from third-party obligors are
intended to cover and coincide with debt service payments. During those arrangements, issuers retain the titles to the
capital assets. Those titles may or may not pass to the obligors at the end of the arrangements.

This Statement requires issuers to disclose general information about their conduit debt obligations, organized by type
of commitment, including the aggregate outstanding principal amount of the issuers’ conduit debt obligations and a
description of each type of commitment. The requirements of this Statement are effective for reporting periods beginning
after December 15, 2021. Earlier application is encouraged.

GASB Statement No. 93, Replacement of Interbank Offered Rates (IBOR). The objective of this Statement is to address
accounting and financial reporting implications that resutt from the replacement of an IBOR most notably the London
Interbank Offered Rate (LIBOR). As a result of global reference rate reform, LIBOR is expected to cease to exist in its
current form at the end of 2021, prompting goverments to amend or replace financial instruments for the purpose of
replacing LIBOR with other reference rates, by either changing the reference rate or adding or changing fallback
provisions related to the reference rate.

This statement achieves its objective by:

o Providing exceptions for certain hedging derivative instruments to the hedge accounting termination
provisions when an IBOR is replaced as the reference rate of the hedging derivative instrument's variable
payment.

o Clarifying the hedge accounting termination provisions when a hedged item is amended to replace the

reference rate.

o Clarifying that the uncertainty related 1o the continued availability of IBORs does not, by itself, affect the
assessment of whether the occurrence of a hedged expected transaction is probable.

o Removing LIBOR as an appropriate benchmark interest rate for the qualitative evaluation of the

effectiveness of an interest rate swap.
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o Identifying a Secured Ovemight 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.

o Providing ar exception to 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 removal of LIBOR as an appropriate benchmark interest rate is effective for reporting periods ending after December
31, 2021. All other requirements of this Statement are effective for reporting periods beginning after June 15, 2022.
Earlier application is encouraged. The exceptions to the existing provisions for hedge accounting termination and lease
modifications in this Statement will reduce the cost of the accounting and financial reporting ramifications of replacing
IBORs with other reference rates. The reliability and relevance of reported information will be maintained by requiring
that agreements that effectively maintain an existing hedging arrangement continue to be accounted for in the same
manner as before the replacement of a reference rate. As a resuit, this Statement will preserve the consistency and
comparability of reporting hedging derivative instruments and leases after governments amend or replace agreements:
to replace an IBOR.

GASB Statement No. 94; Public Private and Public-Public Partnership and Availability Payment Arrangement. The
primary objective of this Statement is to improve financial reporting by addressing issues related to public-private and
public-public partnership arrangements (PPPs). A PPP is an arrangement in which a govemment (the transferor)
contracts with an operator (a governmental or nongovemmental 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 arrangement (SCA), (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 rates that can be charged for the services; and (3) the
transferor is entitled to significant residual interest in the service utility of the underlying PPP asset at the end of the
arrangement. This Statement also provides guidance for accounting and financial reporting for availability payment
arrangements (APAs). An APA is an arrangement in which a government compensates an operator for services that
may include designing, constructing, financing, maintaining, or operating an underlying nonfinancial asset for a period
of ime in an exchange or exchange-like transaction.

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

GASB Statement No. 96, Subscription-Based Information Technology Arrangeéments. This Statement provides guidance
on the accounting and financial reporting for subscription-based information technology arrangements (SBITAs) for
government end users (governments). This Statement (1) defines a SBITA; (2) establishes that a SBITA resuits in a
right-to-use subscription asset—an intangible asset—-and a comresponding subscription liability; (3) provides the
capitalization criteria for outiays other than subscription payments, including implementation costs of a SBITA; and (4)
requires note disclosures regarding a SBITA. To the extent relevant, the standards for SBITAs are based on the
standards established in-Statement No. 87, Leases, as amended.

The requirements of this Statement are effective for fiscal years  beginning  after
June 15, 2022, and all reporting pericds thereafter. Earlier application is encouraged.

« GASB Statement No. 99, Omnibus 2022. This Statement establishes or amends accounting and financial
reporting requirements for specific issues related to financial guarantees, derivative instruments, leases, public-
public and public-private partnerships (PPPs), subscription-based information technology arrangements
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(SBITAs), the transition from the London Interbank Offered Rate (LIBOR), the Supplemental Nutrition Assistance
Program {SNAP) (formerly, food stamps), nonmonetary transactions, pledges of future revenues, the focus of
government-wide financial statements, and terminology. The requirements of this Statement apply to the financial
statements of all state and local governments. The requirements related to leases, PPPs, and SBITAs are
effective for fiscal years beginning after June 15, 2022, and all reporting periods thereafter. The requirements
related to financial guarantees and the classification and reporting of derivative instruments within the scope of
Statement 53 are effective for fiscal years beginning after June 15, 2023, and all reporting periods thereafter.

. GASB Statement No. 100, Accounting Changes and Error Corrections. This Statement establishes accounting
and financial reporting requirements for (a) accounting changes and (b) the correction of an error in previously
issued financial statements (error correction). The requirements of this Statement do not apply to the initial
application of U.S. generally accepted accounting principles (GAAP) established by the GASB as a financial
reporting framework in circumstances in which a govemment is asserting for the first time that its financial
statements are prepared in accordance with U.S. GAAP established by the GASB. The requirements of this
Statement apply to the financial statements of all state and local governments. The requirements of this Statement
are effective for accounting changes and error corrections made in fiscal years beginning after June 15, 2023,
and all reporting periods thereafter.

. GASB Statement No. 101, Compensated Absences. This Statement establishes standards of accounting and
financial reporting for {a) compensated absences and (b} associated salary-related payments, including certain
defined contribution pensions and defined contribution other postemployment benefits (OPEB). The requirements
of this Statement apply to the financial statements of all state and local governments. This Statement does not
apply to benefits that are within the scope of Statement No. 47, Accounting for Termination Benefits, as amended.
The requirements of this Statement are effective for fiscal years beginning after December 15, 2023, and all
reporting periods thereafter.

The Board considered the effective dates for the requirements of this Statement in light of the COVID-19 pandemic and in concert
with Statement No. 95, Postponement of the Effective Dates of Certain Authoritative Guidance.

Management is evaluating the impact that these statements will have on the Gorporation basic financial statements.

The Corporation’s management has concluded that the adoption of these statements will not have a significant impact on the
Corporation’s financial statements. - * '

NOTE 2 - CUSTODIAL CREDIT RISK - DEPOSITS

Custodial credit risk is the risk that, in the event-of a bank failure, the Corporation’s deposits might not be recovered. The
Corporation maintains all cash deposits in commercial banks located in Puerto Rico.

Under the Government of Puerto Rico statues, public funds deposited in commercial banks must be fully collateralized for the
amount deposited in excess of federal depository insurance. Al securities pledged as collateral are held by the Secretary of
Treasury of Puerto Rico in the Corporation’s name. At year-end the Corporation's bank balance in commercial banks amounts to
$10,584,643.

The Corporation established, in accordance with the requirements of the Federal Crop Insurance Corporation (FCIC), separate
bank accounts dedicated solely to the federally reinsured crop insurance program. For the fiscal year ended June 30, 2022, the
Corporation deposits all producer-paid premium, reinsurance recoveries, and FCIC paid premium subsidy in the accounts and
pays all crop insurance losses and reinsurance premium from the accounts. Additionally, the Corporation must not commingle
other funds not related to the federal crop insurance program.
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NOTE 3- ACCOUNTS RECEIVABLE-NET

The net accounts receivable of the Corporation as of June 30, 2022, are composed of the following:

"Administracién para el Desarrollo de Empresas Agropecuarias” (ADEA) $ 797,266

Less: allowance for uncollectible accounts (_ 596,173)

201,093

Federal Crop Insurance Corporation {FCIC} 45,775

Other receivables 146,065

. _ 191,840

Less: allowance for uncollectible accounts { 78,790)

113,050

Total account receivable current, net $ 314,143
Unbilled receivable:

"Administracion para el Desarrollo de Empresas Agropecuarias” (ADEA) 2,437,394

Federal Crop Insurance Corporation (FCIC) 693,022

3,130,416

Total receivable 3,444,559

Less: current account receivabie, net (_ 314,143)

Non-current account receivable, net ] $ 3,130,416

Accounts receivable from the “Administracion para el Desamollo de Empresas Agropecuarias” (ADEA), another instrumentally
ascribed to the Department, mainly include insurance premiums of policies issued to farmers for which ADEA has agreed to pay
the corporation. The above aggregate receivable balances have been classified as noncurrent because they are not expected to
be collected within one year from the statement of net position date, June 30, 2022. The unbilled receivable represents a
management estimate of the uneamed premiums related to unwritten policies for the period that covers April 1, 2021, to March
31, 2022.
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NOTE 4- CAPITAL ASSETS - NET «

Property and equipment as of June 30, 2022, consist of the following:

Beginning Ending
Balance Additions Retirements Balance
Capital assets being
depreciated:
Equipment ] $ 922449 § 13782 § - $ 936,231
Motor vehicles 131,334 - - 131,334
1,053,783 13,782 - 1,067,565
Less: accumulated .
depreciation: -
Equipment (823,820) {39,458) (863,278)
Motor vehicles (131,334) {131,334)
(955,154) (39,458) - (994,612)
Capital assets, net § 98629 §  (25676) $ . § 72953

NOTE 5- PENSION PLAN

Plan Description

Before July 1, 2017, the Corporation was a participating employer in the retirement plans administered by the Employee’s
Retirement System of the Government of Puerto Rico and its Instrumentalities (ERS). The ERS covered employees of
certain public corporation not having their own retirement systems (including the Corporation), employees of the Fire and
Police Departments of Puerto Rico, all regular full-time public employees working for the executive and legistative branches
of the Commonwealth, and the municipalities of Puerto Rico.

On August 23, 2017, the Governor signed into law Act No. 106-2017, known as the “Act to Guarantee the Payments to
our Pensioners and Establish a New Plan of Defined Contributions for Public Employees” that approved a substantial
pension reform for all of the Commonwealth’s retirement systems. This reform modified most of the Retirement System’s
activities, eliminated the employer contribution, created legal framework to implement a pay-as-you-go (PayGo) system,
and required the Commonwealth's retirement systems to liquidate substantially all of their assets and to transfer the
proceeds from such liquidation to the Commonweaith for the payment of pension benefits. Under the PayGo system, the
Commonwealth's General Fund makes direct payments to the pensioners and then gets reimbursed for those payments

by the applicable employers.

Act 106-217 also created a new defined contribution plan {the New Defined Contribution Plan) for existing active members
and new employee hired on or after July 1, 2017. This plan is similar to a 401(k) and is managed by a private entity. Future
benefits will not be paid by the ERS. Under the New Defined Contribution Plan, members of the prior programs and new
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government employees hired on and after July 1, 2017 will be enrolled in the New Defined Contributions Program. As of
June 22, 2020, the accumulated balance on these accounts of the prior pension programs were transferred to the individual
member accounts in the New Defined Contribution Plan.

Prior to July 1, 2013 the system operated under the following benefits structures:

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

o ActNo. 1 of February 16, 1990 {Act No. 1) for members hired on or after April 1, 1990 and ending on or
before December 31, 1999,

s  ActNo. 305 of September 24, 1999, (Act No. 305), which amended Act Ne. 447 and Act No. 1, for members
hired from January 1, 2000, up to June 3, 2013.

Employees under Act No. 447 and-Act No. 1 are participants of a cost-sharing multiple employers defined benefit plan.
Act No. 305 members are participants under a pension program known as System 2000, a hybrid defined contribution
plan. Under System 2000 there was a pool of pension assets invested by the ERS, together with those of the current
defined benefit plan. Benefits at retirement age were not guaranteed by the Commonwealth and were subjected to the
total accumulated balance of the savings account. Effective July 1, 2013, Act No. 3 of 2013 (Act No. 3) amends the
provisions of the different benefits structures under the ERS. Act No. 3 moves all participants (employees) under the
defined benefit pension plans (Act No. 447 and Act No. 1) and the defined contribution plan {System 2000) to a new
defined contribution hybrid plan. Contributions are maintained by each participant in individual accounts. Credits to the
individual accounts include (1) contributions by all members of ERS Act No. 447 and Act No. 1 defined benefit pension
plans after June 30, 2013; (2) the retirement savings account as of June 30, 2013, of System 2000 participants and, (3)
the investment yield for each semester of the fiscal year.

Benefits provided before July 1, 2017

The following summary of the ERS plan provisions is intended to describe the essential features of the plan. Al eligibility
requirements and benefit amounts should be determined in accordance with the applitable laws and regulations.

(i) Service Retirements

(a) Eligibility for Act No. 447-1951 Members: Act No. 447-1951 members who were eligible to retire as of June
30, 2013, would continue to be eligible to retire at any time. Prior to July 1, 2013, Act No. 447-1951
members could retire upon (1) attainment of age 55 with 25 years of credited service, (2) attainment of
age 58 with 10 years of credited service; (3) any age with 30 years of credited service; (4) for Public
Officers in High Risk Positions, attainment of age 50 with 25 years of credited service; and (5) for Mayors
of municipalities, attainment of age 50 with 8 years of credited service as a Mayor. In addition, Act No.
447- 1951 members who would attain 30 years of credited service by December 31, 2013, would be
eligible to retire at any time.

Act No. 447-1951 members who were not eligible to retire as of June 30, 2013 and did not attain 30 years
of credited service by December 31, 2013 are eligible to retire upon attainment of the retirement eligibility
age shown in the table below with 10 years of credited service.
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Attained age asof  Retirement eligibility age

Date of bith June 30, 2013

July 1, 1957 or later 55 or less 61

| July 1,1956 to June 30, 1957 56 60
Before July 1, 1956 57 and up 59

in addition to the requirements in the table above, Act No. 447-1951 Public Officers in High- Risk Positions
who were not eligible to retire as of June 30, 2013 and did not attain 30 years of credited service by
December 31, 2013 are eligible to retire directly from active service upon the attainment of age 55 with
30 years of credited service,

(b) Eligibility for Act No. 1-1990 Members: Act No. 1-1990 members who were eligible to retire as of June 30,
2013, continue to be eligible fo retire at any time. Prior to July 1, 2013, Act No. 1-1990 members could
retire upon (1) attainment of age 55 with 25 years of credited service; (2) attainment of age 65 with 10
years of credited service; (3) for public officers in high-risk positions, any age with 30 years of credited
service; and (4) for Mayors, attainment of age 50 with 8 years of credited service as a Mayor.

Act No. 1-1990 members who were not eligible to retire as of June 30, 2013, are eligible to retire upon
attainment of age 65 with 10 years of credited service. In addition, Act No. 1- 1990 public officers in high-
risk positions who were not eligible to retire as of June 30, 2013, are eligible to retire directly from active
service upon the attainment of age 55 with 30 years of credited service.

(c) Eligibility for System 2000 Members: System 2000 members who were eligible to retire as of June 30,
2013, continue to be eligible to retire at any time. Prior to July 1, 2013, System 2000 members could retire
upon attainment of age 55 for public officers in high-risk positions and attainment of age 60 otherwise.

attainment of age 55 for public officers in high-risk positions and upon attainment of the retirement

|
|
| System 2000 members who were not eligible to retire as of June 30, 2013, are eligible to retire upon
i eligibility age shown in the table below otherwise.

- Attained age as of Retirement

‘ Date of birth June 30, 2013 eligibility age
| July 1, 1957, or later ; 55 or less 65
‘ July 1, 1956, to June 30, 1957 56 64
| July 1, 1955, to June 30, 1956 57 63
July 1, 1954, to June 30, 1955 58 62
Before July 1, 1954 59 and up 61

(d) Eligibility for Members Hired after June 30, 2013: Attainment of age 58 if a public officer in a high-risk
position and attainment of age 67 otherwise. :

(ii) Service Retirement Annuity Benefits

An annuity payable for the lifetime of the member equal to the annuitized value of the balance in the hybrid
contribution account at the time of retirement, plus, for Act No. 447-1951 and Act No. 1-1990 members, the
accrued benefit determined as of June 30, 2013. If the balance in the hybrid contribution account was $10,000
or less, it would have been paid as a lump sum instead of as an annuity.
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(@)

(b)

Accrued Benefit as of June 30, 2013, for Act No. 447-1951 Members: The accrued benefit as of June
30, 2013, was determined based on the average compensation, as defined, for Act No. 447- 1951
members, the years of credited service, and the attained age of the m&mber all as of June 30, 2013. For
Mayors, the highest compensation, as defined, for Act No. 447- 1951 members, determined as of June

30, 2013.

If the Act No. 447-1951 member had at least 30 years of credited service as of June 30, 2013, the
accrued benefit equals 65% of average compensation if the member was under age 55 as of June 30,
2013 or 75% of average compensation if the member was at least age 55 as of June 30, 2013. For
participants selecting the Coordination Plan, the benefit was recalculated at the Social Security
Retirement Age (SSRA), as defined, as 1.5% of average compensation up to $6,600 multiplied by years
of credited service, up to 30 years, plus 65% (75% if member was at least age 55 as of June 30, 2013)
of average compensation in excess of $6,600.

If the Act No. 447-1951 member had less than 30 years of credited service as of June 30, 2013, and
attained 30 years of credited service by December 31, 2013, the accrued benefit equaled 55% of
average compensation if the member was under age 55 as of June 30, 2013, or 60% of average
compensation if the member was at least age 55 as of June 30, 2013. For participants selecting the
Coordination Plan, the benefit was recalculated at SSRA as 1.5% of average compensation up to $6,600
multiplied by years of credited service, up to 30 years, plus 55% (60% if member was at least age 55 as
of June 30, 2013) of average compensation in excess of $6,600. Member contributions received from
Act No. 447-1951 members eligible for this transitory benefit during the period beginning July 1, 2013
and ending upon the attainment of 30 years of credited service were considered pre- July 1, 2013
contributions; the contributions to the hybrid contribution account begin after the member attains 30
years of credited service.

If the Act No. 447-1951 member had less than 30 years of credited service as of December 31, 2013,
the accrued benefit equaled 1.5% of average compensation multiplied by years of credited service up
to 20 years, plus 2% of average compensation multiplied by years of credited service in excess of 20
years. Maximum benefit is 75% of average compensation. Except for the policemen and firefighters, the
benefit was actuarially reduced for each year payment commences prior to age 58. For participants
selecting the Coordination Plan, the basic benefit is recalculated at SSRA as 1% of average
compensation up to $6,600 multiplied by years of credited service up to 20 years, plus 1.5% of average
compensation up to $6,600 multiplied by years of credited service in excess of 20 years, plus 1.5% of
average compensation in excess of $6,600 multiplied by years of credited service up to 20 years, plus
2.0% of average compensation in excess of $6,600 multiplied by years of credited service in excess of
20 years. Except for police and firefighters, the benefit was actuarially reduced for each year payment
commences prior to age 58. '

For Act No. 447-1951, Mayors with at least 8 years of credited service as a Mayor, the accrued benefit
was not to be less than 5% of highest compensation, as defined, as a Mayor for each year of credited
service as a Mayor up to 10 years, plus 1.5% of highest compensation as Mayor for each year of non-
Mayoral credited service up to 20 years, plus 2.0% of highest compensation as Mayor for each year of
non-Mayoral credited service in excess of 20 years. Non-Mayoral credited service included service
earned as a Mayor in excess of 10 years. Maximum benefit was 90% of highest compensation as a

Mayor.

Accrued Benefit as of June 30, 2013. for Act No. 1-1990 Members: The accrued benefit as of June
30,2013 is determined based on the average compensation for Act No. 1-1990 members, the years of
credited service, and the attained age of the member all as of June 30, 2013. For Act No. 1-1990 Mayors,
the highest compensation as a Mayor was determined as of June 30, 2013.
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if the Act No. 1-1990 member is a police officer or firefighter member that had at least 30 years of credited
service as June 30, 2013, the accrued benefit equaled 65% of average compensation if the member was
under age 55 as of June 30, 2013, or 75% of average compensation if the member was at least age 55
as of June 30, 2013.

For all other Act No. 1-1990 members, the accrued benefit equaled 1.5% of average compensation
multiplied by years of credited service. The benefit was actuarially reduced for each year payment
commences prior to age 65.

For Act No. 1-1990 Mayors with at least 8 years of credited service as a Mayor, the accrued benefit was
not to be less than 5% of highest compensation as a Mayor for each year of credited service as a Mayor
up to 10 years, plis 1.5% of highest compensation as Mayor for each year of non-Mayoral credited
service up to 20 years, plus 2.0% of highest compensation as Mayor for each year of non-Mayoral
credited service in excess of 20 years. Non-Mayoral credited service included service eamed as a Mayor
in excess of 10 years. Maximum benefit is 90% of highest compensation as a Mayor.

¢iii) Compulsory Retirement
All Act No. 447-1951 and Act No. 1-1990 Pubiic Officers in High-Risk Positions were required to retire upon
attainment of age 58 and 30 years of credited service. A two-year- extension may be requested by the member

from the Superintendent of the PRPOB, the Chief of the Firefighter Corps, or supervising Corporation as
applicable.

(iv) Termination Benefits
a} Lump Sum Withdrawal

Efigibility: A Member was eligible upon termination of service prior to 5 years of service or if the
balance in the hybrid contribution account is $10,000 or less.

Benefit: The benefit equaled a lump sum payment of the balance in the hybrid contribution account
as of the date of the permanent separation of service.

(b) Deferred Retirement
Eligibility: A Member was eligible upon termination of service with 5 or more years of service (10
years of credited service for Act No. 447-1951 and Act No. 1-1990 members) prior to the applicable
retirement eligibility, provided the member had not taken a lump sum withdrawal of the accumulated
contributions from the hybrid contribution account.
Benefit: An annuity payable for the lifetime of the member commencing at the applicable retirement
eligibility age equal to the annuitized value of the balance in the hybrid contribution account at the

time of retirement, plus, for Act No. 447-1951 and Act No. 1-1990 members, the accrued benefit
determined as of June 30, 2013.

(v) Death Benefits

(a} Pre-retirement- Death Benefit
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Eligibility: Any current nonretired member was eligible.

Benefit: A refund of the hybrid contribution account, plus the accumulated contributions for Act No.
447-1951 and Act No. 1-1990 members.

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

Eligibility: Police, firefighters, énd other employees in specified high-risk positions who die in the line
of work due to reasons specified in Act No. 127-1958, as amended.

Spouse's Benefit; 50% of the participant's compensation at date of death, payable as an annuity until
death or remarriage.

Children’s Benefit: 50% of the participant's compensation at date of death, payable as an annuity,
and allocated pro rata among eligible children. The annuity was payable for life for a disabled child,
until age 18 for a nondisabled child not pursuing studies, and until age 25 for a nondisabled child who
is pursuing studies.

Benefit if No Spouse or Children: The parents of the member should each receive 50% of the
participant's compensation at date of death, payable as an annuity for life.

Postdeath Increases: Effective July 1, 1996, and subsequently every three-years, the above death
benefits are increased by 3% provided that the beneficiary(ies) had been receiving payments for at
least three-years,

The cost of these benefits was paid by the Commonwealth.
(c} Postretirement Death Benefit for Members Who Retired prior to July 1, 2013

Eligibility: Any retiree or disabled member receiving a monthly benefit who had not elected a
reversionary annuity and whose benefits commenced prior to July 1, 2013.

Benefit: The benefit is as follows (Act No. 105, as amended by Act No. 4):

i. For those married or with dependent children at the time of death, the annual income fo a widow,
or widower or dependent children is equal to 60% (50% if in the Coordination Plan- 30%, prior to
January 1, 2004) of the retirement benefit payable for life for a surviving spouse and/or disabled
children and payable until age 18 (age 25 if pursuing studies) for nondisabled children. If in the
Coordination Plan, the benefit fo the surviving spouse does not begin until the spouse’s attainment
of age 60 and the surviving spouse must have been married to the member for at least 10 years
to be eligible for this benefit. The increase in the percentage from 30% to 50% if in the Coordination
Plan is paid by the Commonwealth for former government employees or by the public enterprise
or municipality for their former employees. See Act No. 105 of 1969, as amended by Act No.158
of 2003.

ii. The benefit. when there is no relation as stated above, is equal to the remaining balance of
accumulated contributions at the time of retirement after the deduction of lifetime annual income
paid and is payable to a beneficiary or to the Member's estate. [n no case may the benefit be less
than $1,000. Either the Commonwealth for former government employees or the public enterprise
or municipality for their former employees pays the difference, up to $250, between (1) the
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accumulated contributions less the lifetime annual income paid and (2) $1,000. ERS pays for the
rest. See Article 2-113 of Act No. 447 of 1951, as amended by Act No. 524 of 2004.

(d) Postretirement Death Benefit for Members Who Retired after June 30, 2013
Eligibility: Any retiree or disabled member who began receiving a monthly benefit after June 30, 2013,

Benefit: If the member elected at the time of retirement to transfer a portion of the annuity to a
beneficiary by selecting an actuarially equivalent optional form of payment, the applicable survivor
benefit.

For all members, the excess, if any, of the hybrid contribution account, plus the accumulated
contributions for Act No. 447-1951 and Act No. 1-1990 members, at the time of retirement over the
total annuity payments paid to the member and any beneficiary per the terms of the optional form of
payment must be payable to a beneficiary or the member's estate.

(6) Beneficiaries receiving occupational death benefits as of June 30, 2013, continue to be eligible to
receive such benefits.

¢vi) Disability Benefits
fa) Disability
Eligibility: All members are eligible upon the occurrence of disability.

Benefit: The balance of the hybrid contribution account payable as lump sum distribution, an
immediate annuity, or a deferred annuity at the election of the participant. Act No. 447-1951 and Act
No. 1-1990 members remain eligible to receive the accrued benefit as of June 30, 2013,
commencing at the applicable retirement eligibility age.

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

Eligibility: Police, firefighters, and other employees in specified high-risk positions who are disabled
in the line of work due to reasons specified in Act No. 127-1958 (as amended).

Benefit: 80% (100% for Act No. 447-1951 members) of compensation as of date of disability,
payable as an annuity. If the member died while stilt disabled, this annuity benefit continued to his
beneficiaries. Beneficiaries include the surviving spouse and/or disabled children (for life),
nondisabled children until age 18 (age 25 if pursuing studies), and the parents if no other
beneficiaries. Effective July 1, 1996, and subsequently every three-years, the disability benefit was
increased by 3% provided that the member (or beneficiary) had been receiving payments for at least
three-years (Act No. 127-1958, as amended). The cost of these benefits was paid by the
Commonwealth.

{c) Members who qualified for occupational or nonoccupational disability benefits as of June 30,
2013, continue to be eligible to receive such benefits.
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(vii) Special Benefits
(a) Minimum Benefits

i Past Ad hoc Increases: The Legislature, from time to time, increased pensions for certain
retirees as described in Act No. 124-1973 and Act No. 23-1983. The benefits were paid 50% by
the Commonweaith and 50% by the ERS.

ii. Minimum Benefit for Members Who Retired before July 1, 2013 (Act No. 156-2003, Act No. 35-
2007, and Act No. 3-2013): The minimum monthly lifetime income for members who retired or
become disabled before July 1, 2013, is $500 per month effective July 1, 2013 ($400 per month
effective July 1, 2007, and $300 per month up to June 30, 2007). The increase in the minimum
monthly benefit from $200 per month to $300 per month was paid by the Commonwealth for
former government and certain public corporations without their own treasuries' employees or
by certain public corporations with their own treasuries or municipalities for their former
employees. The increase in the minimum monthly benefit from$300 per month to $400 per
month was to be paid by ERS for former government and certain public corporations without
their own treasuries' employees or by certain public corporations with their own treasuries or
municipaiities for their former employees.

iii. Coordination Plan Minimum Benefit: A minimum monthly benefit was payable upon attainment
of SSRA such that the benefit, when added to the Social Security Benefit, was not less than the
benefit payable prior to SSRA.

(b} Cost of Living Adjustments {COLA) to Pension Benefits: The Legislature, from time to time, increased
pensions by 3% for retired and disabled members. Beneficiaries were not entitled to COLAs granted
after the retiree's death. The first increase was granted by Act No. 10-1992. Subsequent 3% increases
have been granted every third year since 1992, with the latest 3% increase established on April 24,
2007, and effective July 1, 2007 (retroactive to January 1, 2007) for retired and disabled members that
were receiving a monthly benefit on or before January 1, 2004 {Act No. 35-2007). In addition, effective
July 1, 2008, any retired or disabled member that was receiving a monthly annuity on or before January
1, 2004, less than $1,250 per month received an increase of up to 3% without exceeding the fimit of
$1,250 per month (Act No. 35-2007). The COLAs granted in 1992 to all retirees and in 1998 fo retirees
who are former govemment or municipal employees are to be paid by ERS. All other COLAs granted in
1995 and later were required to be paid by the Commonwealth for former government and certain public
corporations without their own treasuries or by certain public corporations with their own treasuries or
municipalities for their former employees.

(c) Special "Bonus" Benefits

(i) Christmas Bonus (Act No. 144-2005, as Amended by Act No. 3-2013): An annual bonus of
$200 for each retiree, beneficiary, and disabled member has historically been paid in December
provided the member retired prior to July 1, 2013. This benefit is paid from the supplemental
contributions received from the Commonwealth for former government and certain public
corporations without their own treasuries, or by certain public corporations with their own
treasuries or municipalities for their former employees.
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(ii) Medication Bonus (Act No. 155-2003, as Amended by Act No. 3-2013): An annual bonus of
$100 for each retiree, beneficiary, and disabled member to cover health costs paid in July
provided the member retired prior to July 1, 2013, Evidence of coverage is not required. The
amountis prorated if there are multiple beneficiaries. This benefit is paid from the Supplemental
Contributions received from the Commonwealth for former government and certain public
corporations without their own treasuries, or by certain public corporations with their own
treasuries or municipalities for their former employees.

Before July 1, 2017, the Commonwealth made contributions to the ERS for the special benefits granted
by special laws. The funding of the special benefits was provided to the ERS through legislative
appropriations each January 1 and July 1. Special benefits to eligible Act 447-1951 participants are being
paid by each employer as they become due since July 1, 2017.

(viii) Contributions
Prior to July 1, 2017, the plan contributions requirements were as follows:

(a) (Aticle 5-105 of Law447, as amended by Law No. 3of 2013, amended by Law No. 106 of 2017 and
amended by Law 71 of 2019): Effective July 1, 2013 through June 30, 2017, contributions by members
consisted of 10% of compensation. However, for Act No. 447 members who selected the Coordination
Plan, the member contributions were 7% of compensation up to $6,600 plus 10% of compensation in
excess of $6,600 during the 2013- 2014 fiscal year and 8.5% of compensation up to $6,600 pius 10% of
compensation in excess of $6,600 during the 2014-2015 fiscal year. Effective July 1, 2015 for members
who selected the Goordination Plan, member contribution increased to 10% of compensation. Members
may voluntarily make additional contributions to their Defined Contribution Hybrid Contribution Account.

Prior to July 1, 2013, contributions by Act No. 447 members selecting the Coordination Plan were 5.775%
of compensation up to $6,600 plus 8.275% of compensation in excess of $6,600. Contributions by all
other members were 8.275% of compensation. System 2000 members may aiso have made voluntary
contributions of up to 1.725% of compensation prior to July 1, 2013.

Effective July 1, 2017, contributions by members consists of 8.5% of compensation and are being d irectly
deposited by the Treasury Department in the individual member accounts under the New Defined
Contribution Plan created pursuant to Act 106-2017. Also, as of that date, System's participants shall
make no individual contributions or payments to the accumulated pension benefits payment account or
additional contributions to the ERS. However, in the case of members of the Puerto Rico Police Bureau,
the mandatory contribution is 2.3% of their compensation. In the case of those members of the Puerto
Rico Police Bureau, which have less than 10 years to qualify for retirement as established by Act No.
447 the reduction in the percentage of contribution from the 8.5% level will apply voluntarily.
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(b) Employer Contributions (Article 2 116, as Amended by Act No. 116-2010 and Act No. 3- 2013):

Prior to July 1, 2011, employer contributions were 9.275% of compensation. Effective July 1, 2011,
employer contributions were 10.275% of compensation. For the next four fiscal years effective July 1,
2012, employer contributions were increased annually by 1% of compensation. For the next five fiscal
years, employer contributions will increase annually by 1.25% of compensation, reaching an employer
contribution rate of 20.53% of compensation effective July 1, 2020. Under Act 106-2017, all employers'
obligations to contribute to the ERS were eliminated.

Act 106-2017 eliminated the employer contributions to the ERS as of July 1, 2017. Instead, participating
employers are responsible for the payment of the PayGo fee to the newly created accumulated pension
benefits payment account, which is computed based on the amount of actual benefiis paid to retirees,
disabled and beneficiaries of each participating employer.

(c) Supplemental Contributions from the Commonwealth, Certain Public Corporations, and Municipalities
(Act No. 3-2013): Effective July 1, 2013, ERS received a supplemental contribution of $2,000 each year
for each pensioner (including beneficiaries receiving survivor benefits) that was previously benefitting an
Act No. 447-1951 or Act No. 1-1990 member while an active employee. This supplemental contribution
was paid by the Commonwealth Fund for former government and certain public corporations without their
own treasuries or by certain public corporations with their own treasuries or municipalities for their former
employees. ‘

Act 106 of 2017 eliminated the specialbenefits contributionrequirement to the ERS,instead they wili be
allocated to the new PayGo System through legislative appropriations, as necessary.

{d) Additional Uniform Contribution (Act No. 32-2013, as Amended): The additional uniform contribution
(AUG) was to be certified by the external actuary of ERS each fiscal year from fiscal year 2015 through
2033 as necessary to avoid the projected gross assets of ERS, falling below $1 billion during any
subsequent fiscal year. The AUG was to be paid by the Commonwealth, public corporations with their
own treasuries, and municipalities. All employers' contributions, including the additional uniform
contribution were eliminated effectively on July 1, 2017 by Act 106-2017.

Net Pepsion Liability, Pension Expense (Benefit), Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pension

On August 12, 2021, the ERS issued an audited report for the year ended June 30, 2018, in accordance with GASB
Statement No. 73, providing information about pension amounts by empioyer and the coresponding employer
allocation percentage. The Corporation disclosed the below mentioned information based on this audited data reported
by ERS and the ERS Actuarial Valuation Report.

As of June 30, 2022, the Corporation reported a liability of $2,356,018 for its proportionate share of the total pension
liability. The collective total pension liabifity which amounts to approximately $31.6 billion was determined by an
actuarial valuation as of July 1, 2021, that was rolled forward to June 30, 2022 (measurement date as of June 30,
2021). The Corporation's proportion of the total pension liability was based on the ratio of the Corporation's actual
benefit payments for allocation to the aggregate total of benefit payments for allocation paid by all participating entities
during the year ending on the measurement date. As of June 30, 2021, the Corporation’s proportionate share was
0.00867%.
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For the year ended June 30, 2022, the Corporation recognized pension expense of $143,536. Pension expense
represents the change in the total pension liability during the measurement period. At June 30, 2022, the Corporation
reported deferred outflows of resources and deferred inflows of resources related to pensions from the following

S0Urces:

Amortizat Deferred Deferred Inflows
MOMIZaION — outfiows of of
Period Resources Resources

Difference between expected and

actual experience 5 years $ 3,763 $ 70,191
Changes in assumptions 5 years 241,180 27,840
Changes in proportion | 5 years 116,260 47,885
Benefit paid subsequent to

measurement date 5 years 110,257 -

Balance as of June 30, 2022 $ 471,460 $ 145,916

For the fiscal year 2022 there were benefits paid after the measurement date amounting to $110,257 reported as
deferred outflow of resources.
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Actuarial methods and assumptions

The actuarial valuation was determined using the following actuarial methods and assumptions:

Discount Rate

The discount rate for June 30, 2021, was 2.16%. This represents the municipal bond retum rate as chosen by the
Commonwealth. The source is the Bond Buyer GO 20-Bond Municipal Bond Index, which includes tax-exempt general
obligation municipal bonds with an average rating of AA/Aa or higher.

Mortality
The mortality tables used in the June 30, 2021; actuarial valuation was as follows:
a) Pre-refirement Mortality

For general employees not covered under Act No. 127, RP-2014 Employee Mortality Rates for males and females
adjusted to reflect Mortality Improvement Scale MP-2018 from the 2006 base year and projected forward using
MP-2021 on a generational basis. For members covered under Act No. 127, RP-2014 Employee Mortality Rates
are assumed with blue collar adjustments for males and adjusted to reflect Mortality Improvement Scale MP-2021
from the 2006 base year and projected forward using MP-2021 on a generational basis. As generational tables,
they reflect mortality improvements both before and after the measurement date.

100% of deaths while in active service are assumed to be occupational for members covered under Act 127.

b) Post-retirement Healthy Mortality

Rates which vary by gender are assumed for healthy retirees and beneficiaries based on a study of the Plan’s
experience from 2013 to 2018 and updated expectations regarding future mortality improvement. The PubG-2010
healthy retiree rates, adjusted by 100% for males and 110% foe females, projected using MP-2021cn generational
basis. The base rates are projected using Mortality Improvement Scale MP-2021 on a generational basis. As a
generational table, it reflects mortality improvements both before and after the measurement date.

¢) Post-retirement Disabled Mortality

Rates which vary by gender are assumed for disabled retirees based on a study of the Plan's experience from
2013 to 2018 and updated expectations regarding future mortality improvement. The PubG 2010 disabled retiree
rates, adjusted by 80% for males and 100% for females. The base rates are projected using Mortality Improvement
Scale MP-2021 on a generational basis. As a generational table, it reflects mortality improvements both before
and after the measurement date.

d) Post-retirement Beneficiary Mortality

Prior to retiree's death, beneficiary mortality is assumed to be the same as the post-retirement retiree mortality. For
periods after the retiree death, the PubG-2010(B) continent survivor rates, adjusted by 110% for males and 120% for
females, projected using MP-2021 on a generational basis. As the generational table, it reflects mortality improvements
both before and after the measurement date.
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Other Assumptions as of June 30, 2021 .

Actuarial cost method Entry age normal

Inflation rate Not applicable

Salary increases 3.00% per year. No compensation increases are assumed until July 1,

2021, as a result of Act No. 3-2017, four-year
extension of Act No. 66-2014, and the current general economy.

Sensitivity of the Corporation’s Proportionate Share of the Net Pension Asset to Changes in the Discount Rate

The following table presents Corporation proportionate share of the total pension liability for the Plan calculated using
the discount rate of 2.16% as well what it would be if it were calculated using a discount rate of 1- percentage point
lower (1.16%) or 1-percentage point higher (3.16%) than the current rate:

Current
1%gDecrease discount rate 1% Increase
1.16% 2.16% 3.16%
Total net pension liability $ 2692831 $2356,018 $2,084,649

NOTE 6- OTHER POSTEMPLOYMENT BENEFITS
Plan Description

The Corporation participates in the Other Postemployment Benefit Plan of the Commonwealth of Puerto Rico for Retired
Participants of the Employees’ Retirement System (the “OPEB Plan"). The OPEB Plan is an unfunded defined benefit
other postemployment healthcare benefit plan administered on a pay-as-you-go basis. Accordingly, no assets are
accumulated in a qualifying trust that meets the criteria in paragraph 4 of GASB Statement No. 75, Accounting and
Financial Reporting for Postemployment Benefits Other Than Pensions (*GASB No. 757). Under the guidance of GASB
No. 75, the Commonwealth and its component units are considered to be one employer and are classified for financial
reporting purposes as a singie employer defined benefit OPEB Plan.

The OPEB Plan covers a payment of up to $100 per month to the eligible medical insurance plan selected by each
member provided that the member retired prior to July 1, 2013 (Act No. 483, as amended by Act No. 3). The OPEB Plan
is financed by the Commonwealth through legislative appropriations. However, the Commonwealth claims
reimbursement from each employer monthly for the corresponding amount of the OPEB payments made by the
Commonwealth in relation to the retirees associated with each employer. There is no contribution requirement from the
plan members during active employment. The refirees contribute the amount of the healthcare insurance premium not
covered by the Commonwealth contribution. Plan members were eligible for benefits upon reaching the applicable
retirement age. Act No. 3 of 2013 eliminated this healthcare benefit to the OPEB plan members that retired after June
30, 2013,
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Total OPEB Liability

As of June 30, 2022, the Corporation reported a liability of approximately $65,056 for its proportionate share of total
collective OPEB liability. The total OPEB liability as of June 30, 2022, was determined by an actuarial valuation as of
July 1, 2019, which was rolled forward to June 30, 2020 (measurement date). As of June 30, 2021, the Corporation’s
proportionate share was 0.00715%.

For the year ended June 30, 2022, the Corporation recognized an OPEB benefit of $154.
OPEB Deferred Outflows of Resources and Deferred Inflows of Resources

GASB No. 75 required to determine deferred outflows of resources and deferred inflows of resources to be amortized
and recognized in the annual OPEB expense. Because all participants are inactive,-there are no deferred outflows or
inflows of resources as changes in actuarial assumptions, economic or demographic gains and losses, and changes in
proportionate share are recognized immediately during the measurement date. However, as of June 30, 2022, $4
thousand reported as deferred outflows of resources related to OPEB, resuiting from the benefits paid subsequent to
the measurement date, will be recognized as a reduction of total OPEB liability in the year ended June 30, 2022.

Actuarial Methods and Assumptions
The actuarial valuation used the following actuarial assumptions:

Discount Rate

The discount rate for June 30, 2021 {measurement date) was 2.16%. This represents the municipal bond retum rate as
chosen by the Commonwealth. The source is the Bond Buyer GO 20-Bond Municipal Bond Index, which includes tax-
exempt general obligation municipal bonds with an average rating of AAJAa or higher.

Mortality

e I3

a) Pre-retirement Mortality — For general employees not covered under Act No. 127, - 1858, PubG employee
rates, adjusted by 100% for males and 110% for females, projected to reflect Mortality Improvement Scale MP-
20210n generational basis. For members covered under Act No. 127, the PubS-2010 Employee Mortality Rates
are assumed for males and females, projected to reflect Mortality Improvement Scale MP-2021 on a
generational basis. As generational tables, they reflect mortality improvements both before and after the
measurement date. 100% of deaths while in active service are assumed to be occupational for members
covered under Act 127.

b) Post-retirement Healthy Mortality — Rates which vary by gender are assumed for healthy retirees and
beneficiaries based on a study of the Plan’s experience from 2013 to 2018 and updated expectations regarding
future mortality improvement. The PubG-2010 healthy retiree rates, adjusted by 100% for males and 110% for
females, projected using MP-2021 on a generational basis. As a generational table, it reflects mortafity
improvements both before and after the measurement date.

¢) Post-retirement Disabled Mortality —Rates which vary by gender are assumed for disabled retirees based on
a study of the Plan's experience from 2013 to 2018 and updated expeg_tations regarding future mortality
improvement. The PubG-2010disable retirees rated adjusted by 80% for males and 100% for females. The
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base rates are projected using Mortality Improvement Scale MP-2021 on a generational basis. As a
generational table, it reflects mortality improvements both before and after the measurement date.

d) Post-retirement Beneficiary Mortality — Prior to retiree’s death, beneficiary mortality is assumed to be the same
as the post-retirement retiree mortality. For periods after the retiree death, the PubG-2010(B} continent survivor
rates, adjusted by 110% for males and 120% for females, projected using MP-2021 on a generational basis.
As the generational table, it reflects mortality improvements both before and after the measurement date.

Sensitivity of the Corporation’s Proportionate Share of Total OPEB Liability to Changes in the Discount Rate

The following presents the Corporation's proportionate share of total OPEB liability calculated using the discount rate of
2.16%, as well as what the Corporation's proportionate share of total OPEB liability would be if it was calculated using
a discount rate that is 1-percentage-point lower (1.16%) or 1-percentage-point higher (3.16%) than the current discount
rate.

1% Decrease Discount Rate 1% Increase
{1.16%) (2. 61%) (3.16%)
Total OPEB liability $68,945 $ 57,031 $57120

NOTE 7- Reinsurance
Federal Crop Insurance Corporation Reinsurance

In the ordinary course of business, the Corporation cedes business to the Federal Crop Insurance Corporation (FCIC) under a
contract. The existence of such reinsurance does not discharge the Corporation from its primary liability to its policyholders and,
to the extent that the reinsurer be unable to meet its obligations, the Corporation would become liable.

At present, the Corporation maintains a reinsurance contract with the FCIC, which covers crops and plantations; but not poultry
house, pineapple and equipment. The FCIC will indemnify the Corporation with respect to loss occurrences under policies of crop
the insurance issued by the Company, reinsured, and will pay the Company in accordance with the terms specified in the
reinsurance agreement.

The contract specifies that ceded premiums will be approximately 20% of the annual net book premiums, as defined by the
reinsurance agreement. in addition, the FCIC paid 24.5% as expenses reimbursement based on the net book premiums of buy-
up policies, as defined in the reinsurance agreement.

The Corporation agreed with the FCIC to include a new type of policy called “Catastrophic Risk Protection Plan” (CAT). CAT is
eligible crop insurance contract that provides the lowest level of coverage required to be eligible for other agricultural program
benefits as specified in the Federal Crop Insurance Act (7 U.S.C. 1501 et seq.). The FCIC will subsidy 100% of the CAT policy.

The Corporation agreed to collect an administrative fee of $300 from policyholders for the processing expenses on as per ¢rop
and agricultural region basis, and $30 per crop processing fee for additiona! coverage. -

QOther Reinsurance

The Corporation also has a reinsurance agreement with Cooperativa de Seguros Multiples de Puerto Rico, which covers, from
June through May. This agreement covers risks associated with poultry, omamental, and hydroponic structures. This contract
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does not discharge the Corporation from its primary liability to its policyholders and, to the extent that the reinsured be unable to
meet its obligations, the Corporation would become fiable.

4

NOTE 8- UNPAID ESTIMATED CLAIMS

Management estimated its liability for unpaid claims to farmers as of June 30, 2022, for the amount of $50,327, substantially
related to losses caused by prior year claims.

Activity in the liability for unpaid claims and claims expense is summarized as follows:

Beginning Balance _ Claims Incurred  Claims Paid _ Adjustment Ending Balance
$ 52113  § 72§ 1858 $ 50,327

NOTE 9-LINE OF CREDIT

The Corporation borrowed in @ prior year $6,500,000 to the “Fondo Integral para el Desarollo Agricola de Puerto Rico Inc.” (FIDA)
under a non-revolving credit line for working capital purposes. The line of credit bears a 2.25% over LIBOR rate. As of June 30,
2022, the outstanding balance amounted to $4,692,041.

The Corporation is obligated to pay FiDA the outstanding balance of the line of credit when ADEA paid it debts to the Corporation.

On February 9, 2006, FIDA through the resolution No. 2005-07 modified the terms of the line of credit, due to the cash flow
problems experienced by the Corporation. FIDA has agreed to accept a cash payment of the principal balance at no interest or
penalties after ADEA paid the Corporation in debt.

NOTE 10-LOAN PAYABLE

Loan payable for the term of three months with the original amount of $5,000,000 with “Administracion para el Desarrollo de
Empresas Agropecuarias (ADEA)". Payable in three months once received the total of $5,000,000 non-interest bearing. As of
June 30, 2022, the outstanding balance amounted to $3,413,421.

NOTE 11- Contingencies

As of June 30, 2022, the Corporation was the defendant in class action alleging a breach of contract obligations by the corporation.
The case was declared by the Court as an ordinary triat and decided on the merits on March 9, 2023. Regarding this decision, the
Corporation will not appeal. In consequence, the Corporation will pay damages of $237,555 including interest. '

NOTE 12- INSURANCE RESERVE

Farm Insurance Corporation of Puerto Rico, as an insurance corporation, is authorized to issue policies to insure the crops of the
Puerto Rico farmers and is also regulated by the Office of the Insurance Commissioner of Puerto Rico. Ali insurance companies
duly authorized to do business in Puerto Rico need to comply with an assets reserve to pay claims as they occur. The financial
position of the Corporation does not have sufficient liquidity in assets to pay claims if this occurs. In this scenario, the Governor
must authorize through executive order the transfer of funds to the Corporation from the Emergency Fund in case the Corporation
needs resources to pay claims to farmers.
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NOTE 13- RESTATEMENT OF NET POSITION

During 2021 the Corporation identified an error related to prior year financial statements, related to accruals of pension not
recognized during the year 2020, which resulted in restatements of the beginning net position of the Corporation’s financial
statements. The impact of these adjustments in the beginning net position is described as follows:

Description

Net position at July 1, 2021, as previously reported $ (7,465,762)
Overstatement of accounts payable 333,551
Net position at July 1, 2021 as restated _ $ (7,132,211}

NOTE 14- PROMESA

On June 30, 2016, the US President signed the Puerto Rico Oversight, Management, and Economic Stability Act (PROMESA),
which grants the Commonwealth and its component unit access to an orderly mechanism to restructure their debts in exchange
for significant federal oversight over the Commonwealth’s finances. In board terms PROMESA seeks to provide Puerto Rico with
fiscal and economic discipline through the operation of a control board, relief from creditor lawsuits through the enactment of a
temporary stay on litigation, and two-alternative methods to adjust unsustainable debt.

First to ensure fiscal and economic discipline, PROMESA creates a federally appointed oversight board that has plenary
Corporation over Puerto Rico’s finances. The board's primary function is to provide fiscal oversight through the development and
approval of fiscal plants and budgets, and to enforce compliance with those plans and budgets through broad based powers such’
as reducing non-debt expenditures and instituting certain hiring freezes. The board also has oversight over legislative processes
because PROMESA requires the board to review new faws and deny their enforcement if they are inconsistent with the approved
fiscal plans and budgets. The board also has Corporation in review contracts to ensure compliance with the plan, and to prevent
the execution or enforcement of a contract, rule, executive order or regulation to the extent that it is inconsistent with the approved

fiscal plan.

Second, the enactment of PROMESA also operates as bread-based stay on litigation, applicable to all entities, whit respect to
claims related to Puerto Rico’s financial debt, as well as on enforcement of provisions in contracts that allow for termination and
the exercise of remedies based on non-payment of financial obligations, among other conditions.

Finally, PROMESA contains two methods to adjust Puerto Rico’s debts. The first method is a streamlined process to achieve
modifications of financial indebtedness with the consent of a supermajority of affected financial creditors. This method has
benefited such as potential speed relative to a traditional restructuring through a formal in-court process. The second method is a
court-supervised debt-adjustment process, which is modeled on Chapter 9 of the US Bankruptcy Code. This process includes the
so-called “cram-down" power, which may provide Puerto Rico whit flexibility in debt adjustment, but it also gives the oversight
hoard total control over the adjustment process and includes certain provisions designed to protect creditor inferest. On August
31, 2016, the US President extended the appointment of seven members to the Oversight Board.
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NOTE 15- Subsequent Events

The Corporation has evaluated all transactions occurring after the statement of financial position as of June 30, 2022, for items
that should potentially be recognized or disclosed in the financial statements. The evaluation was conducted through October 6,
2023, the date the accompanying financial statements were available to be issued. The following material events were noted:

4. On September 17, 2022, Puerto Rico was directly impacted by Hurricane Fiona leaving in its path the destruction of
different structures around the island. Farmers of Puerto Rico with insurance policies with the Farm Insurance Corporation
of Puerto Rico (Corporation) suffered damage to their ptantations and crops caused by Hurricane Fiona. On October 6,
2023, the Corporation received 4,891 claims and paid 4,634 of these claims amounting to $29,374,477.

5. On January 24, 2023, the Curporation received an advance of $1,500,000 against future incentives that will be received
from "Administracién Para el Desarrollo de Empresas Agropecuarias (ADEA)” to pay claims from farmers due
to damage caused by Hurricane Fiona.

6. On February 21, 2023, the corporation agreed to a note payable with the “Fondo de Innovacion para el

Desarrollo Agricola (FIDA), amounting to $3,000,000 to cover the claims that the Corporation had paid to
Farmers due to the damage caused by the Hurricane Fiona.

7. OnMarch 29, 2023, the Financial Oversight and Management Board for Puerto Rico approved the transfer of $12,000,000
to the Corporation to add funds to the Corporation to pay claims to farmers due to damage caused by Hurricane

Fiona in their plantation and crops.

End of Notes
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Description 2022 2021* 2020* 2019

Proportion of Total Pension Liability 0.00837% 0.00837% 0.00849% 0.00791%
Proportionate Share of Total Pension Liability $ 2356018 § 2350842 § 2110219 § 1,973,943
*The amounts presented have a measurement date

of the previous fiscal year end. -
*Currently there are no active participants in this plan. T

Therefore, the coverage payroll disclosure is omitted. '
Fiscal year 2019 was the first year that the Corporation transitioned from GASB No. 68 to No. GASB 73, as resulted of
See notes to required supplemetary information and accompanying independent auditors' report.

Description 2022 2021* 2020 2019*

Proportion of Total Other Post Employment Benefit Liability 0.00715%  0.00704% 0.00782%  0.00684%
Proportionate Share of Total Other Post Employment Benefit Liabilty $ 57,031 $ 615677 § 65056 § 57,598

*The amounts presented have a measurement date
of the previous fiscal year end.

*Currently there are no active participants in this plan.
Therefore, the coverage payroll disclosure is omitted.

Fiscal year 2018 was the first year that the new requirements of GASB 75 were implemented at Corporation. This schedule
is required to illustrate 10 years of information. However, until a 10-year trend has been completed, information is presented

only for the years for which the required supplementary information is available.

The accompanying notes are an integral part of this required supplementary information.
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1. As a result of the implementation of the PayGo system, the Pension Plan does not meet the criteria in paragraph
4 of Govemmental Accounting Standards Board (GASB) Statement No. 68, Accounting and Financial Reporting
for Pensions, to be considered a plan that is administered through a trust or equivalent arrangement and,
therefore, is required to apply the guidance in GASB Statement No. 73, Accounting and Financial Reporting for
Pensions and Related Assets That Are Not within the Scope of GASB Statement 68, and Amendments to Certain
Provisions of GASB Statements 67 and 68. Under the guidance of GASB Statement No. 73, the Commonwealth
and its component units, including the Company) are considered to be one employer, and are classified for
financial reporting purposes as a single-employer defined benefit pension plan.

2. The information presented in the schedules relates solely to the Corporation and not Employee's Retirement
System of the Government of the Commonwealth of Puerto Rico as a whole.

3. The data provided in the schedules is based as of the measurement date of the total pension liability and total
other post-employment benefits liability, which is as of the prior fiscal year ended June 30".




