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INDEPENDENT AUDITOR’S REPORT  

 

To: Board of Directors and Management 

of the Public Buildings Authority 

San Juan, Puerto Rico 

 

Opinion 

We have audited the accompanying financial statements of the Public Buildings Authority (the Authority), a component 

unit of the Commonwealth of Puerto Rico  as of and for the year ended June 30, 2024, and the related notes to the financial 

statements, which collectively comprise the Authority’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 the 

Authority as of June 30, 2024, and the changes in financial position 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 

responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial 

Statements section of our report. We are required to be independent of the Authority, and to meet our other ethical 

responsibilities, in accordance 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 error. 

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 the Authority’s ability to continue as a going concern for twelve months 

beyond the financial statement date, including any currently known information that may raise substantial doubt shortly 

thereafter. 

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material 

misstatement, whether due to fraud or error, and to 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 internal 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.
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In performing an audit in accordance with generally accepted auditing standards, we: 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 

• Identify and assess the 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 the 

Authority’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 the Authority’s ability to continue as a going concern 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, Schedule of Changes in the Authority’s Total Pension Liability and Related Ratios and Schedule of Changes in 

the Authority’s Total OPEB Liability and Related Ratios information be presented to supplement the basic financial 

statements. Such information is the responsibility of management and, although not a part of the basic financial statements, 

is required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting 

for placing the basic financial statements in an appropriate operational, economic, or historical context. We have applied 

certain limited procedures to the required supplementary information in accordance with auditing standards generally 

accepted in the United States of America, which consisted of inquiries of management about the methods of preparing the 

information and comparing the information for consistency with management’s responses to our inquiries, the basic 

financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express 

an opinion or provide any assurance on the information because the limited procedures do not provide us with sufficient 

evidence to express an opinion or provide any assurance. 

Aquino, De Córdova, LLC 

Carolina, Puerto Rico 

July 10, 2025   

 
 

 

 

 

 

 

 

 

 
 
 
 
 

 

 

 

 



PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED 
FOR THE YEAR ENDED JUNE 30, 2024 

 

3 

Introduction  
 
The following management’s discussion and analysis (MD&A) of the financial performance of the Public Buildings 
Authority (the Authority) provides an overview of the Authority’s activities for the fiscal years ended June 30, 2024.  Its 
purpose is to provide explanations and insights into the information provided in the basic financial statements and 
required supplementary information. This MD&A is intended to be read in conjunction with the Authority’s basic financial 
statements for the fiscal year ended June 30, 2024 taken as a whole.  
 
Financial Highlights 
 

• The Authority’s net position as of June 30, 2024 was $2.6 billion which represents a decrease of $49.9 million or 
2%, as compared with the prior fiscal year of $2.7 billion.  
 

• For the year ended June 30, 2024, the Authority reported an increase in rental and lease income of $11.2 million 
as compared to the prior fiscal year.  All rent and lease receivable other than those amounts subsequently 
collected after June 30, 2024 are reserved as uncollectible.  
 

• The Authority’s operating loss decreased from approximately $23.5 million for the fiscal year ended June 30, 2023 
to an operating loss of $108.3 million for the year ended June 30, 2024. 
 

• The Authority’s non-operating revenues (expenses) decreased from ($171.0) million for the fiscal year ended June 
30, 2023 to $58.4 million for the fiscal year ended June 30, 2024. 

 

• Notwithstanding the budgetary constraints and historical liquidity risks faced by the Commonwealth and the 
Authority, and other circumstances existing on June 30, 2024, based on subsequent events that remedied the 
Commonwealth’s financial condition and addressed its liabilities, management does not believe there is 
substantial doubt about the Authority’s ability to continue as a going concern as of the date of these basic financial 
statements. 
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Overview of the Basic Financial Statements 
The Authority’s basic financial statements consist of: MD&A, Basic Financial Statements, Notes to Basic Financial 
Statements, Required Supplementary Information and Other Supplementary Information. 
 
Management’s Discussion and Analysis 
 
This MD&A provides an analysis to assist the reader in focusing on significant financial issues and activities and to identify 
any significant changes in financial position. It is intended to serve as an introduction to the Authority’s basic financial 
statements.  
 
Basic Financial Statements 
 
Statement of Net Position - This statement presents financial information on the Authority’s assets, deferred outflows of 
resources, liabilities, and deferred inflows of resources with the difference reported as net position.  Over time, increases 
or decreases in net position may serve as a useful indicator of whether the financial position of the Authority is improving 
or deteriorating. Net position increases when revenues exceed expenses. Increases in assets, without a corresponding 
increase to liabilities, result in a net position increase, which also indicates an improved financial position.  
 
Statement of Revenues, Expenses and Changes in Net Positions - This statement presents information showing how the 
Authority’s net position changed during the reporting period. All changes in net position are reported as soon as the 
underlying event occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this 
statement for some items that will only result in cash flows in future fiscal periods. 
 
Statement of Cash Flows - This statement reports cash receipts, cash payments, and net changes in cash resulting from 
operations, non-capital financing activities, capital, and related financing activities, investing activities, and non-cash 
items. 
 
Notes to the Basic Financial Statements - The notes provide additional information that is essential for a full 
understanding of the data provided in the basic financial statements.  
 
Other Supplementary Information - In addition to the basic financial statements, accompanying notes, and the required 
supplementary information, various schedules present certain information concerning changes in bond sinking funds 
accounts and detail of operating rental revenues.  
 
Overall Financial Analysis - As noted above, net position over time may serve as a useful indicator of a government’s 
financial position. In this case we can observe a change in net position as of June 30, 2023 of $2,659.2 million to a net 
position of $2,609.3 million as of June 30, 2024 representing a decrease in the net position by $49.9 million.  
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Statement of Net Position 

Following is condensed financial information of the Authority's statements of net position:

2024 2023

Change in 

amount Change

Assets

Current assets 183,526,457$     180,783,937$     2,742,520$      2%

Capital assets 2,721,975,837    2,796,016,014    (74,040,177)     -3%

Other non-current assets 122,190,019        138,035,832        (15,845,813)     -11%

Total assets 3,027,692,313    3,114,835,783    (87,143,470)     -3%

Deferred outflows of resources 37,959,628          61,905,252          (23,945,624)     -39%

Total assets and deferred outflows of resources 3,065,651,941    3,176,741,035    (111,089,094)  -3%

Liabilities

Current liabilities 73,847,953          61,583,200          12,264,753      20%

Non-current liabilities 372,099,637        403,500,032        (31,400,395)     -8%

Total liabilities 445,947,590        465,083,232        (19,135,642)     -4%

Deferred Inflows of Resources 10,370,029          52,459,595          (42,089,566)     -80%

Total liabilities and deferred inflows of resources 456,317,619        517,542,827        (61,225,208)     -12%

Net position

Net investment in capital assets 2,721,975,837    2,796,016,014    (74,040,177)     3%

Restricted for other purpose 105,484,249        117,630,985        (12,146,736)     -141%

Unrestricted (deficit) (218,125,764)      (254,448,791)      36,323,027      14%

Total net position 2,609,334,322$  2,659,198,208$  (49,863,886)$  2%

June 30,

 
 

In fiscal year 2022, the Authority adopted GASB Statement No. 87, Leases which establishes a uniform approach for lease 
accounting based on the principle that leases are financings of the right to use an underlying asset. As of June 30, 2024, 
the Authority has recognized the following lease activities: the Authority recorded a lease receivable of $ 1.5 million and 
a deferred inflow of resources of $ 1.4 million.  
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Current assets (in million) 
During the fiscal year ended 
June 30, 2024, current assets 
increased by $2.8 million or 
2% as compared to the prior 
fiscal year ended June 30, 
2023. Within current assets, 
(i) cash as of June 30, 2024, 
was $31.4 million or 24% 
more than as of June 30, 
2023, (ii) net rent receivable 
was $(29.2) million or (62)% 
less than as of June 30, 2023 
and (iii) lease receivable is .4 
million as of June 30, 2024, 
(iv) net other current assets 
is $1.3 or 46% more than as 
of June 30, 2023. 
 

 
 
 
 
Capital assets (in million)  
Building decreased by $90.5 
million as of June 30, 2024, 
compared to prior fiscal 
year.  
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Non-current assets (in million) 
During the fiscal year ended June 30, 
2024, non-current assets decreased 
by approximately $15.8 million or 
11%, as compared to the prior fiscal 
year ended June 30, 2023.   
 
 
 
 
 
 
 
 
 
 

 

 
 
Current liabilities payable from unrestricted assets (in million) 
During the fiscal year ended June 30, 2024, total current liabilities payable from unrestricted assets increased by 
approximately $13.2 million or 20.5% as compared to the prior fiscal year. 

• Accounts payable as of June 30, 2024 increased by approximately $18.3 million when compared with June 30, 2023.  

• Intergovernmental payables decreased by approximately $.4 million on June 30, 2024 with respect to the prior year. 

• Voluntary termination benefits as of June 30, 2024 decreased by approximately $.3 million when compared with June 
30, 2023. 

• Compensated absences decreased by approximately $2.1 million during the year ended June 30, 2024.  
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Current liabilities payable from 
restricted assets (in million) 
Current total liabilities due from 
restricted assets Increased by 
approximately $.4 million in the 
year ended June 30, 2024.   
 
 
 
 
 
 
 

 
 
Non-current 
liabilities (in 
million) Non-
current 
liabilities as of 
June 30, 2024 
decreased by 
approximately 
$31.6 million, 
Non currents 
liabilities consist 
mainly of the 
Other post-
employment 
benefits, Total 
Pension Liability 
and accrued 
legal 
contingencies. 
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Statement of Revenues, Expenses and Changes in Net Position 
 
Following is condensed financial information of the Authority’s statement of revenues, expenses and changes in net 
position:   
 
 

                   
 
 
 

This Space Left Intentionally Blank 

 
  

2024 2023

Change in 

amount Change

Revenues:

Operating 135,144,173$            123,936,383$            11,207,790$         9%

Non-operating 58,909,022                195,908,354              (136,999,332)        -70%

Total revenues 194,053,195              319,844,737              (125,791,543)        -39%

Expenses and losses:

Operating 243,397,663              208,702,016              34,695,647            17%

Non-operating 519,418                      24,872,235                (24,352,817)          -98%

Total expenses and losses 243,917,081              233,574,251              10,342,830            4%

Change in net position (49,863,886)               86,270,486                (136,134,372)        -158%

Net position:

Beginning of year 2,659,198,208          2,572,927,722          86,270,486            3%

End of year 2,609,334,322$        2,659,198,208$        (49,863,886)$        2%

Years Ended June 30,
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Operating revenues  

Operating revenues consist of rent charges to Commonwealth agencies, public corporations, and municipalities.  
Operating revenue increased approximately $11.2 million during the year ended June 30, 2024, as compared to the prior 
year. 

Expenses (in 
million) 
The following 
chart discloses 
the major 
components of 
operating 
expenses for 
the fiscal years 
ended June 30, 
2024, and June 
30, 2023. 
 
 
 

During the fiscal year ended June 30, 2024, operating expenses increased by approximately $34.7 million, or 17.0%, as 
compared to the prior fiscal year ended June 30, 2023. 
 
 Notable changes in expenses during the year ended June 30, 2024, include: 

• The repairs and maintenance expenses increased by approximately $51.5 million, or 350%. 

• Legal Claim decreased by approximately $23.9 million, or -99.0%. 

 
 
 
 

 $(40.0)

 $(20.0)

 $-

 $20.0

 $40.0

 $60.0

 $80.0

 $100.0

 $120.0

 $140.0

 $160.0

Operating
grants from
Commonwe

alth of
Puerto Rico

Contribution
from

Commonwe
alth of

Puerto Rico

Interest
income from
leases, net
of bad debt

expenses

Interest
revenues

Loss from
natural

disasters net
of insurance
recoveries

Federal
grants

Loss on
capital
assets

disposition

Other

2024 $39.2 $- $0.1 $12.4 $- $6.5 $(0.5) $0.6

2023 $144.9 $31.9 $0.1 $3.4 $2.5 $1.1 $(24.30) $11.40

 $-
 $10.0
 $20.0
 $30.0
 $40.0
 $50.0
 $60.0
 $70.0
 $80.0
 $90.0

 $100.0

Salaries
and

benefits

Depreciati
on

Utilities Repairs Security
services

Rent and
insurance

Legal
claims

Other

2024 $43.3 $91.5 $15.8 $66.2 $2.4 $15.2 $0.2 $8.8

2023 $40.3 $92.4 $16.3 $14.7 $1.8 $13.4 $24.1 $5.7



PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED 
FOR THE YEAR ENDED JUNE 30, 2024 

 

11 
 

Non-operating Revenues and/or Expenses (in million) 
Non-operating revenue and expenses consist mostly of Operating grants from Commonwealth of Puerto Rico and 
Contribution from Commonwealth of Puerto Rico.  Net non-operating revenues/expenses decreased approximately 
$112.6 million or 66% during the fiscal year ended June 30, 2024.  
 

Other facts and conditions 

 
 
Contacting the Authority’s Financial Management 
 
This financial report is designed to provide a general overview of the Authority’s finances.  Questions concerning any of 
the information provided in this report or request for additional financial information should be addressed to the 
Comptroller’s Office, Public Building Authority, PO Box 41029, San Juan, PR  00940-1029. 
 
 
 
 
 
 
 
 
 
 
 
 

This Space Left Intentionally Blank
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The accompanying notes are an integral part of these basic financial statements. 
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LIABILITIES AND NET POSITION

Current liabilities:

Accounts payable 23,155,179$              

Intergovernmental 6,881,574                   

Accrued expenses 2,305,335                   

Accrued legal contingencies 280,392                      

Compensated absences 2,073,157                   

Unearned revenue 14,999,844                

Total pension liability 21,791,556                

Total other postemployment benefits 636,399                      

Voluntary termination benefits 1,266,185                   

Current liabilities payable from restricted assets:

Due to contractors 458,332                      

Total current liabilities 73,847,953                

Non-current liabilities:

Due to contractors 254,475                      

Accrued legal contingencies 45,066,701                

Compensated absences 5,351,933                   

Total pension liability 300,404,926              

Total other postemployment benefits 18,856,571                

Voluntary termination benefits 2,165,031                   

Total non-current liabilities 372,099,637              

Total Liabilities 445,947,590              

Deferred Inflows of Resources:

Related to leases 1,415,022                   

Related to pension plan 2,018,036                   

Related to other postemployment benefits 6,936,971                   

Total deferred Inflows of Resources: 10,370,029                

Total liabilities and deferred inflows of resources 456,317,619              

Net position

Investment in capital assets 2,721,975,837          

Restricted for other purposes 105,484,249              

Unrestricted (deficit) (218,125,764)            

Net position 2,609,334,322$        

 
 

The accompanying notes are an integral part of these basic financial statements.  
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The accompanying notes are an integral part of these basic financial statements.
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The accompanying notes are an integral part of these basic financial statements. 
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The accompanying notes are an integral part of these basic financial statement.
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1. ORGANIZATION 
The Authority is a component unit of the Commonwealth, created by Legislature of the Commonwealth pursuant 
to Act No. 56 of June 19, 1958, as amended (the Enabling Act). The Authority designs, constructs, administers, and 
provides maintenance to office buildings, courts, warehouses, schools, health-care facilities, welfare facilities, 
shops and related facilities, the majority of which are leased to the Commonwealth’s departments, agencies, 
public corporations and instrumentalities and municipalities. The annual rent for each leased building has 
historically been based on the amounts necessary to cover the Authority’s payment of: 
 

i. Operating and maintenance expenses of the buildings, including a reasonable proportional share of 
administrative expenses, excluding depreciation; and 

ii. Cost of equipment replacement and extraordinary repairs. 
   

Components (ii) and (iii) are subject to periodic increases so that the Authority can recover the costs incurred. 
Amounts due from Commonwealth departments and governmental agencies may be subject to periodic 
adjustments based on the availability of funds at the Commonwealth level and the pending Commonwealth Title 
III case.   
 
The Enabling Act provides that the full faith and credit of the Commonwealth is pledged for the payment of rent 
under any lease agreement executed pursuant to the Enabling Act with any department of the Commonwealth. 
The Enabling Act also provides that the Department of Treasury of the Commonwealth of Puerto Rico (Treasury 
Department) will make advances to the Authority for any unpaid portion of rent payable to the Authority by any 
agency or instrumentality of the Commonwealth that has entered into lease agreements with the Authority. Such 
advances are recorded as a reduction to account receivables because the reimbursement obligation belongs to 
the agency in accordance to the Enabling Act. This obligation was suspended pursuant the Puerto Rico Emergency 
Moratorium and Rehabilitation Act (Act No. 21 of 2016) and the Commonwealth’s subsequent Title III case. 
 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
a. Basis of Accounting – The basic financial statements of the Authority have been prepared in conformity with 

accounting principles generally accepted in the United States of America as applicable to governmental units. 
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing 
governmental accounting and financial reporting principles. 
 
The activities of the Authority are accounted for using the flow of economic resources measurement focus 
and the accrual basis of accounting. All assets, deferred outflows, liabilities, net position, revenues, and 
expenses are accounted for through a single enterprise fund with revenues recorded when earned and 
expenses recorded as incurred. 
 

b. Use of Estimates – The preparation of basic financial statements in conformity with accounting principles 
generally accepted in the United States of America requires the use of estimates and assumptions that affect 
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the basic financial statements and the reported amounts of revenues and expenses during the reported 
period. Actual results may differ from those estimates.  

 
c. Fair Value of Financial Instruments – The carrying amounts reported in the statements of net position for 

cash and cash equivalents and receivables approximate fair value due to their short-term duration. Amounts 
deposited in bond sinking funds and construction funds are carried at fair value. The carrying amount of bonds  
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d. payable approximates fair value since interest rates on such debt approximates the rates currently available 
in the market for other debt with similar terms and remaining maturities.  

 
e. Cash and Cash Equivalents – Cash and cash equivalents include all highly liquid instruments with maturities 

of three months or less at the time of acquisition. If such instruments are included in restricted assets, they 
are considered cash equivalents for purposes of the statements of cash flows.  

 
f. Accounts Receivable Allowance for Uncollectible Accounts – The allowance for uncollectible accounts is an 

amount that management believes will be adequate to absorb possible losses on existing receivables, 
including debt service rentals and maintenance charges that may become uncollectible based on evaluations 
of the collectability of each balance. Because of uncertainties inherent in the estimation process, 
management’s estimate of losses in the receivables outstanding and the related allowance may change in the 
near term. 

 
g. Other Assets – These represent tools, supplies, security deposits and building material on hand. 

 
h. Restricted Cash and Cash Equivalents – Restricted assets represent the amounts deposited by the Authority 

to provide cash available in the related construction fund. When both restricted and unrestricted resources 
are available for specific use, it is the authority’s policy to use restricted resources first, then unrestricted 
resources as they are needed.  
 

i. Capital Assets – Capital assets are recorded at cost and segregated between non-depreciable, such as land 
and construction in progress, and depreciable assets, such as building and equipment. The construction cost 
includes indirect administrative costs and interest costs allocated during the construction period. Capital 
assets are assets with an individual cost of more than $100 and a useful life of five (5) years or more.  
 
Interest cost is capitalized as part of the historical cost of acquiring certain assets while the assets are readied 
for their intended use. Interest earned on unspent tax-exempt borrowings restricted for acquisition of 
qualifying assets is offset against interest costs to determine the net amount to be capitalized. 
 
Expenditures for major renewals and betterments that extend the useful life of the assets are capitalized and 
normal repairs and maintenance are expended when incurred. Depreciation is determined using the straight-
line method, over the estimated useful lives of the assets, as follows:  

Buildings 50 Years 
Equipment and automobiles 5-10 years 
 

A capital asset is considered impaired when its service utility has declined significantly and unexpectedly. The 
Authority evaluates prominent events or changes in circumstances affecting capital assets to determine 
whether impairment of a capital asset has occurred. Such events or changes in circumstances that may be 
indicative of impairments include evidence of physical damage, enactment or approval of Acts or regulations 
or other changes in environmental factors, technological changes or evidence of obsolescence, changes in the 
manner or duration of use of capital assets, and construction stoppage, among others. 
 

j. Current Liabilities - These are short-term financial obligations that are due within one year or within a normal 
operating cycle of one year and typically settled using current assets, which are assets that are used up within 
one year.  Examples of current liabilities include accounts payable, accrued expenses, rent collected in  
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advance, compensated absences, voluntary termination benefits and debt service payments due within the 
next 12 months. The Authority also included in current liabilities the bond principal and interest payments in 
default. 
 

k. Non-current Liabilities – Non-current liabilities are referred to as the long-term debts or financial obligations 
that are not due within twelve months. Examples of non-current liabilities include bonds payable, 
compensated absences, accrued legal contingencies, net pension liability, other post-employment benefits 
and voluntary termination benefits. 

 
l. Compensated Absences – In response to a Fiscal Plan certified by the Oversight Board, Act 8-2017, Act for the 

Administration and Transformation of Human Resources of the Commonwealth of Puerto Rico, was enacted 
and extends its application to the employees of public corporations. Under this Act, employees begin to accrue 
vacation and sick leave at the rate of one-and-a-quarter days and one-and-a-half days per month, respectively, 
after working for three months, and the Act is retroactive to the start date of employment. Employees may 
accumulate and carry forward up to a maximum of 60 days vacations and 90 days sick leave. Upon termination 
of work, the accumulated amount of vacation days up to the maximum permissible by the Act is paid.  

 
m. Due to Contractors – The Authority withholds from contractors a retainage until all construction issues have 

been settled satisfactorily.  Such issues may take years to resolve. The Authority lists as non-current liabilities 
amounts due to contractors where there is uncertainty about when construction issues will be resolved and 
settled. 

 
n. Claims and Judgments – The Authority accrues an estimate amount of the liability for claims and judgments 

on the accompanying statements of net position based on the Authority’s evaluation of the probability of an 
unfavorable outcome in the litigation of such claims and judgments. The Authority consults with legal counsel 
upon determining whether an unfavorable outcome is expected. Because of uncertainties inherent in the 
estimation process, management’s estimate of the liability for claims and judgments may change in the future.  
 

o. Pension Benefits –On August 23, 2017, the Governor of Puerto Rico signed into law Act No. 106 of 2017, 
known as the Law to Guarantee the Payment of Our Pensioners and Establish a New Plan of Defined 
Contributions for Public Servants (Act 106-2017), which completely transformed ERS and the 
Commonwealth’s other retirement systems effective as of July 1, 2017, by, among other things, (i) 
implementing a pay-as-you-go (PayGo) system in which direct payments to pension beneficiaries are made 
by the Commonwealth and reimbursed by individual government employers (including the Authority) 
through an applicable PayGo fee, and (ii) mandating the transfer of all of ERS’s existing retirement plans and 
benefits to a new defined contribution plan (the New Defined Contribution Plan) for existing active members 
and new employees hired after July 1, 2017.  The New Defined Contribution Plan and the individual 
beneficiary accounts established thereunder were officially launched on June 22, 2021. 
 
Funding Policy. The contribution requirements of plan members and Commonwealth direct payments 
amounts to beneficiaries are established and may be amended by the Commonwealth legislature under the 
review of the Oversight Board. The required contribution is based on projected pay-as-you-go financing 
requirements.  The PayGo fee to be paid by government employers (including the Authority) to reimburse 
the Commonwealth for direct beneficiary payments is established and imposed by the Puerto Rico Fiscal 
Agency and Financial Advisory Authority (AAFAF) under Act 106-2017. 
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Annual Pension Benefit Cost and Total Pension Liability. The Commonwealth’s annual other pension benefit 
expense and liability are calculated based on the annual required contribution of the participating employers 
(ARC); an amount actuarially determined in accordance with the parameters of GASB Statement No. 73.  The 
ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover normal costs each 
year and amortize any unfunded actuarial liabilities (or funding excess). 
 

p. Other Post-employment Benefits (OPEB) 
 

Plan Description. The Authority provides healthcare benefits to its retirees under two plans: one covered by 
the Authority and considered a single-employer plan, and the other through the post-employment benefit 
plan of the Commonwealth of Puerto Rico for retired participants of ERS, a multi-employer plan.  Since July 
1, 2017, both plans have been operated under the PayGo system established under Act 106-2017. 
  
Prior to the fiscal year ended June 30, 2019, the Authority recognized post-employment benefit liability for 
the Authority’s plan.  Beginning with the fiscal year ended June 30, 2019, the Authority began including the 
prorated estimated liability for the New Defined Contribution Plan established under Act 106-2017, which 
was treated as a change in estimate of immaterial consequence as permitted by GASB Statement No. 75 and 
other accounting guidance. 
 
Funding Policy. The contribution requirements of plan members and Commonwealth direct payment 
amounts to beneficiaries are established and may be amended by the Commonwealth legislature under the 
review of the Oversight Board. The required contribution is based on projected pay-as-you-go financing 
requirements.  The PayGo fee to be paid by government employers (including the Authority) to reimburse 
the Commonwealth for direct beneficiary payments is established and imposed by AAFAF under Act 106-
2017. 
 
Annual OPEB Cost and Net OPEB Obligation. The Commonwealth’s annual other post-employment benefit 
(OPEB) expense and liability are calculated based on the annual required contribution of the participating 
employers (ARC), an amount actuarially determined in accordance with the parameters of GASB Statement 
No. 75. The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover normal 
costs each year and amortize any unfunded actuarial liabilities (or funding excess). 
 

q. Termination Benefits 
 

The Authority accounts for termination benefits in accordance with GASB Statement No. 47, Accounting for 
Termination Benefits. Pursuant to provisions of GASB Statement No. 47, in financial statements prepared on 
the accrual basis of accounting, employers should recognize a liability and expense for voluntary termination 
benefits (for example, early retirement incentives) when the offer is accepted, and the amount can be 
estimated. A liability and expense for involuntary termination benefits (for example, severance benefits) 
should be recognized in the basic financial statements when: (i) a plan of termination has been approved by 
those with the authority to commit the government to the plan, (ii) the plan has been communicated to the 
employees, and (iii) the amount can be estimated.  
 

r. Deferred Outflows/Inflows of Resources – In addition to assets and liabilities, the Authority reports in 
separate sections deferred outflows/inflows of resources. This separate financial statement element— 
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deferred outflows/inflows of resources—represents a consumption of net position that applies to a future 
period(s) and thus is recognized as an outflow of resources (expense) until then. 
 
Similarly, the PBA reports deferred inflows of resources in the Statement of Net Position in a separate section 
following Liabilities. This separate financial statement element, deferred inflows of resources, represents a 
reduction of net position and resources (an acquisition of assets) applicable to a future period(s) and so will 
not be recognized as an inflow of resources (revenue) until that time. Deferred outflows and inflows of 
resources mainly affect the unrestricted (deficit) net position. 
 

s. Net Position – The difference between assets and liabilities is presented as Net Position.  Components of net 
position are the following: 

 
1) Net investment in capital assets – Consists of Capital Assets, net of accumulated depreciation reduced by 

the outstanding balance of any bonds, mortgage notes, or other borrowings that are attributable to the 
acquisition, construction, or improvement of those assets. 

 
2) Restricted for other purposes – This restriction is imposed by the grantors and contributors. Given the 

Authority’s net deficit, no net position was reported as restricted for other purposes. 
 

3) Unrestricted – This component of net position consists of net position that does not meet the definition 
of “restricted” or “net investment in capital assets”. 

 
t. Operating Revenues and Expenses – The Authority distinguishes operating revenues and expenses from non-

operating items.   
 

u. Non-operating Revenues include Federal grants and other grants from the Commonwealth of Puerto Rico, 
which are subject to appropriations contingent on the availability of funds from the Commonwealth and 
legislative approval.  

 
v. Risk Financing – The Authority carries commercial insurance to cover casualty, theft, claim and other loss. 

The current insurance policies have not been cancelled or terminated. Coverage is from July 1st to June 30th 
of each fiscal year.  The Authority has not settled any claims in excess of its insurance coverage during the 
past three years.  The Authority also pays premiums for workers compensation insurance to another 
component unit of the Commonwealth.  

 

 
 
 
 
 
 
 

This Space Left Intentionally Blank 
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w. GASB Statement No. 87, Leases (GASB Statement No. 87).   
 
Lease Revenue and Receivable 
 

The Authority lease revenues are billed on a monthly basis. Rental revenues are recognized as earned over the 

appropriate time period under GASB 87 provisions. At the commencement of a lease, the Authority initially measures 

the lease receivable at the present value of payments expected to be received during the lease term. Subsequently, the 

lease receivables are reduced by the principal portion of lease payments received. The deferred inflow of resources for 

deferred lease receipts is initially measured as the initial amount of the lease receivable. 

 

x. Contributions – The Commonwealth, from time to time, makes non-operating contributions to the Authority.  
Capital grants are restricted to financing investment in capital assets. 
 

y. GASB Statement No. 96, Subscription-Based Information Technology Arrangements 96 
 

On July 1, 2022, the Authority adopted the provisions of GASB Statement No. 96, Subscription-Based 
Information Technology Arrangements.  The adoption of GASB Statement No. 96 did not have an impact on 
the accompanying financial statements of the Authority. 

 
z. New Accounting Standard Adopted  

 

• GASB Statement No. 100, Accounting Changes and Error Corrections, 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 government 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.  The Authority implemented GASB 
100 with no impact on the financial statements. 

 
 

aa. Future Adoption of Accounting Standards  
 
GASB Statement No. 101, Compensated Absences.  The objective of this statement is to better meet the 
information needs of financial statement users by updating the recognition and measurement guidance for 
compensated absences.  The requirements of this statement are effective for the fiscal year beginning after 
December 15, 2023, and all reporting periods thereafter.  Earlier applications are encouraged. 
 
GASB Statement No. 102, Certain Risk Disclosure. This Statement defines a concentration as a lack of diversity 
related to an aspect of a significant inflow of resources or outflow of resources. A constraint is a limitation 
imposed on a government by an external party or by formal action of the government’s highest level of 
decision-making authority. Concentrations and constraints may limit a government’s ability to acquire  
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resources or control spending.  The requirements of this Statement are effective for fiscal years beginning 
after June 15, 2024, and all reporting periods thereafter. Earlier application is encouraged. 
 
GASB Statement No. 103, Financial Reporting Model Improvements. The objective of this Statement is to 
improve key components of the financial reporting model to enhance its effectiveness in providing 
information that is essential for decision making and assessing a government’s accountability. This Statement 
also addresses certain application issues. 
 
GASB Statement No. 104, State and local governments are required to provide detailed information about 
capital assets in notes to financial statements. Statement No. 34, Basic Financial Statements—and 
Management’s Discussion and Analysis—for State and Local Governments, requires certain information 
regarding capital assets to be presented by major class. The objective of this Statement is to provide users of 
government financial statements with essential information about certain types of capital assets. 
 
The Authority is evaluating the impact that these standards may have on its future financial statements.  

 

 
 
 
 
 
 
 

This Space Left Intentionally Blank
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3. CASH AND CASH EQUIVALENTS 

 
The Commonwealth requires that public funds deposited in commercial banks in Puerto Rico must be fully 
collateralized for the amount deposited in excess of federal depository insurance. Cash and cash equivalents 
on June 30, 2024, consisted of the following: 

 
…… 

 
 

 
Unrestricted cash and cash equivalents are deposited in two local banks.  Restricted cash and cash 
equivalents deposited with local bank consist of: 

 
a. Construction Funds (Restricted) – These funds are used for the payment of all or any part of the remaining 

cost of the initial facilities, or for payment of all or any part of the cost to the Authority of any additional 
facilities or improvements, in accordance with the Bonds resolutions, insurances proceeds and state or 
federal grants.     
 
Construction funds (restricted) on June 30, 2024, consist of the following: 

 

 

  

Description Amount

AEP Huracane Irma 3384 $ 80,979            

AEP Huracane Irma DR 4336 342,349          

AEP Huracane Maria DR 4339 16,545,963    

AEP Huracane Maria Insurance 44,277,411    

Construction Fund RC 1,070,010      

AEP Earquake Insurance 3,062,801      

Special Funds 55,817,387    

Total $ 121,196,900 
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b. Custodial Credit Risk - Custodial credit risk related to deposits is the risk that in the event of a financial 

institution’s failure, the Authority’s deposits might not be recovered. The Authority are authorized to deposit 
only in institutions approved by the Department of the Treasury of the Commonwealth of Puerto Rico 
(“Treasury”), and such deposits are maintained in separate bank accounts in the name of the Authority. Such 
authorized depositories collateralize the amount deposited in excess of the federal depository insurance of 
$250,000 with securities that are pledged with the Department of the Treasury. There is no formal policy for 
custodial credit risk for cash accounts opened with commercial banks outside of Puerto Rico. 
 
As of June 30, 2024, the Authority’s cash deposited in the banks amounted to approximately $285 million. 

 
4. RENT RECEIVABLE  

 
This balance represents the amount due primarily from Commonwealth agencies and public corporations in 
accordance with the corresponding lease agreements and adjusted for the estimate of uncollectible amounts due 
to the current financial condition of the Commonwealth.  
 
Total rent receivable amount $17.9 million all of them collected near after June 30, 2024.  All other receivables 
have been reserved as uncollectible.  
 
During the fiscal year, almost all lease contracts agreements are short-term agreements that were prepared for a 
year term.  For this reason, the rent receivable is mostly related to short-term leases. 
 

Lesses 

The Authority leases its buildings, the majority of which are leased to the Commonwealth’s departments, 
agencies, public corporations and instrumentalities and municipalities. 
 
As of June 30, 2024, the minimum future principal and interest lease payments on contracts are as follows: 
 

 
 
For the year ended June 30, 2024, lease revenues and interest income from leases amounted to $397,598 
and $98,141, respectively.  

  

Principal Interest

$ 434,008         $ 76,130         

426,785         47,717         

437,549         22,078         

128,785         1,537           

$ 1,427,127      $ 147,462       

Total
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5. CAPITAL ASSETS 

 
 Capital assets activity for the years ended June 30, 2024, was as follows: 

 

 
 

 

 
6. INTERGOVERNMENTAL PAYABLES  
 

 Intergovernmental payables as of June 30, 2024, consist of the following: 
 

 
  

 Ending Balance 

June 30, 2023  Increase  Decrease 

 Beginning Balance 

June 30, 2024 

Capital assets not being depreciated:

Land 128,539,961$              -$                  -$                       128,539,961$                  

Construction in progress 1,724,110                     6,581,544         8,305,654                        

Total capital assets not being depreciated 130,264,071                6,581,544         -                         136,845,615                    

Capital assets being depreciated:

Buildings 4,673,443,420             -                     (3,698,748)            4,669,744,672                 

Equipment and vehicles 16,532,584                  11,812,547       (175,934)                28,169,197                      

Total capital assets being depreciated 4,689,976,004$           11,812,547$    (3,874,682)$          4,697,913,869$              

Less accumulated depreciation:

Buildings (2,012,484,065)            (89,604,731)     2,785,067              (2,099,303,729)               

Equipment and vehicles (11,739,996)                 (1,895,152)        155,230                 (13,479,918)                     

Total accumulated depreciation (2,024,224,061)            (91,499,883)     2,940,297              (2,112,783,647)               

Capital assets being depreciated, net 2,665,751,943             (79,687,336)     (934,385)                2,585,130,222                 

Capital assets, net 2,796,016,014$           (73,105,792)$   (934,385)$             2,721,975,837$              

Adm Sist de Retiro-Cargo "Pay Go"/Pensionados 3,894,294$      

Commonwealth of PR 725,680            

Autoridad Acueductos y Alcantarillados 152,822            

Luma Energy LLC 1,165,321         

AFI Projects 11,271              

Sistema de Retiro 359,816            

Agencies Project Retainage 572,370            

Total 6,881,574$      
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7. LONG-TERM LIABILITIES  

 Long-term liabilities as of June 30, 2024 consist of: 
 

                   
 

a. Compensated absences – Employees earn annual vacation leave at the rate of 15 days per year up to a 
maximum permissible accumulation of 30 days for union employees and 75 days for management personnel. 
Employees accumulate sick leave at the rate of 18 days per year. The Authority records as a liability and as 
expense the vested accumulated vacation benefits accrued to employees. The cost of vacation expected to be 
paid in the next twelve months is classified as current and accrued liabilities, while amounts expected to be 
paid after twelve months are classified as non-current liabilities. 
 

b. Accrued Legal Contingencies – This amount represents the Authority’s estimates of possible legal and 
contractual settlements arising from normal litigation procedures. The estimated amount was based on the 
corresponding number of legal cases currently underway and based on the advice and consent of the 
Authority’s legal division and external legal advisors. The actual amounts required to settle such cases may be 
materially different from the amount accrued. 

 
c. Other Post-Employment Benefits – The Authority records a liability for its retirement health care benefits 

following GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits other than 
Pensions. It includes the Authority’s proportionate share of the Commonwealth Healthcare Benefit Plan to 
Retirees, considered a multi-employer plan, and the Authority’s plans covered by collective bargaining 
agreements (CBA) and considered a single-employer plan.  Both plans operate on a pay-as-you-go basis as 
further described in Note 10 to the basic financial statements.  

 
d. Voluntary Termination Benefits – This amount represents the Authority’s liability related to a program that 

provides benefits for early retirement or economic incentives for voluntary employment termination to 
certain eligible employees as further explained in Note 11 to the basic financial statements. 

 
e. Total Pension Liability – This amount represents the proportionate share of the difference between the total 

amount due to retirees and the actual amount of money in the Puerto Rico Employees Retirement System to 
make those payments.  
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8.  DUE TO CONTRACTORS  

This amount represents the remaining balance due to contractors for projects under construction. Normally, 
the contractors submit progress billings for projects in progress and the Authority pays these invoices, except 
for the retainage portion. This withholding is used as a guarantee that the contractor will complete the project 
in accordance with contract requirements. The retainage is typically paid upon completion and acceptance of 
the projects, as determined by the Authority’s engineers. 

 

9.   RETIREMENT PLAN 
 

1. Employee’s Retirement System of the Government of Puerto Rico and its Instrumentalities  
 

A. Plan Description 
 
The Defined Benefit Pension Plan for Participants of the Employees’ Retirement System of the 
Government of the Commonwealth of Puerto Rico (the Commonwealth) (the Plan) was created pursuant 
to Act No. 447 on May 15, 1951, as amended (Act No. 447) to provide pension and other benefits to retired 
employees of the Commonwealth, its public corporations and municipalities. Prior to the effect of Act No. 
106 of August 23, 2017 (Act No. 106-2017) the Plan was administered by the Employees’ Retirement 
System of the Government of the Commonwealth of Puerto Rico (the System). Effective July 1, 2017, all 
employer contributions were eliminated pursuant to Act No. 106-2017 and the Commonwealth 
implemented a “pay-as-you-go” (PayGo) system for the payment of pensions. Also pursuant to Act No. 
106-2017, the System was required to liquidate its assets and transfer the net proceeds to the Department 
of Treasury of the Commonwealth to pay pension benefits.  
 
As a result of the implementation of the PayGo system, the Plan does not meet the criteria in paragraph 
4 of Governmental 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 are considered to be one employer, and 
are classified for financial reporting purposes as a single-employer defined benefit pension plan. 
Therefore, the accompanying schedule of employer allocations and the schedule of pension amounts by 
employer (collectively, the Schedules) present the pension amounts attributable to the Commonwealth 
reporting entity (i.e., the Commonwealth and its component units). 

 

• Type of Plan Covered: Medical benefits are covered by this valuation. All benefits are paid for by the Puerto 
Rico Public Buildings Authority. 
 

• Eligibility for Membership: Eligible members include employees that are members in the Puerto Rico 
Government Employees Retirement System plus employees covered by the governmental defined contribution 
plan. 
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Benefits: 

 

a) Eligibility: Satisfaction of the following eligibility requirements while actively employed: 
 

I. Completion of 10 years of service with the Authority and 
II. Retirement from active service in the Puerto Rico Government Employees Retirement System or the 

governmental defined contribution plan. 
 

b) Medical Benefits: A monthly reimbursement of medical expenses for the retiree only. Managers can receive 
up to $200 per month payable for the one year after retirement. Union Independiente members can receive 
up to $250 per month ($200 per month for retirements prior to May 2013) payable for the retiree’s life. Union 
of Professionals and Office members can receive up to $250 per month ($200 per month for retirements prior 
to June 2013) payable for the retiree’s life. 

 

• Puerto Rico Government Employees Retirement System retirement eligibility for general employees: 
 

 

a) Eligibility for Act 447 members (generally hired before April 1, 1990): Act 447 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 447 
members could retire upon (1) attainment of age 55 with 25 years of service, (2) attainment of age 58 with 10 
years of service, or (3) any age with 30 years of service. In addition, Act 447 members who would attain 30 
years of service by December 31, 2013 would be eligible to retire at any time. 
 
Act No. 447 members who were not eligible to retire as of June 30, 2013 and did not attain 30 years of credited 
service by December 31, 2013 are eligible to retire with 10 years of credited service upon attainment of the 
retirement eligibility age shown in the table below. 

 
 

Date of Birth Attained Age as of 
June 30, 2013 

Retirement Eligibility 
Age 

July 1, 1957 or later 55 or less 61 

July 1, 1956 to June 30, 1957 56 60 

Before July 1, 1956 57 and up 59 

 
 

b) Eligibility for Act 1 members (generally hired on or after April 1, 1990 and on or before December 31, 1999): 
Act 1 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 1 members could retire upon (1) attainment of age 55 with 25 years of service 
or (2) attainment of age 65 with 10 years of service. 
Act 1 members who were not eligible to retire as of June 30, 2013 would be eligible to retire upon attainment of 
age 65 with 10 years of service. 
 

c) Eligibility for System 2000 members (generally hired on or after January 1, 2000 and on or before June 30, 
2013):  
 
System 2000 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, System 2000 members could retire upon attainment of age 60. 

 
d) Eligibility for Act 3 members (generally hired on or after July 1, 2013 and on or before June 30, 2017): 

Attainment of age 67. 
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e) Eligibility for Act 106 members (generally hired on after July 1, 2017 and covered by the  governmental 
defined contribution plan): Attainment of age 67. 
 

• Changes in Plan Provisions since Prior Valuation: 
 

None. 

2.  Service Retirement Annuity Benefits 
 

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

 
a) Accrued Benefit as of June 30, 2013, for Act No. 447-1951 Members: The accrued benefit as of June 30, 

2013, was determined based on the average compensation, as defined, for Act No. 447-1951 members, 
the years of credited service, and the attained age of the member all as of June 30, 2013. For Mayors, 
the highest compensation, as defined, for Act No. 447-1951 members, determined as of June 30, 2013. 
If the Act No. 447-1951 member had at least 30 years of credited service as of June 30, 2013, the accrued 
benefit equals 65% of average compensation if the member was under age 55 as of June 30, 2013, or 
75% of average compensation if the member was at least age 55 as of June 30, 2013. For participants 
selecting the Coordination Plan, the benefit was recalculated at the Social Security Retirement Age 
(SSRA), as defined, as 1.5% of average compensation up to $6,600 multiplied by years of credited service, 
up to 30 years, plus 65% (75% if member was at least age 55 as of June 30, 2013) of average compensation 
in excess of $6,600. 
 
If the Act No. 447-1951 member had less than 30 years of credited service as of June 30, 2013, and 
attained 30 years of credited service by December 31, 2013, the accrued benefit equaled 55% of average 
compensation if the member was under age 55 as of June 30, 2013, or 60% of average compensation if 
the member was at least age 55 as of June 30, 2013. For participants selecting the Coordination Plan, the 
benefit was recalculated at SSRA as 1.5% of average compensation up to $6,600 multiplied by years of 
credited service, up to 30 years, plus 55% (60% if member was at least age 55 as of June 30, 2013) of 
average compensation in excess of $6,600. Member contributions received from Act No. 447-1951 
members eligible for this transitory benefit during the period beginning July 1, 2013 and ending upon the 
attainment of 30 years of credited service were considered pre- July 1, 2013, contributions; the 
contributions to the hybrid contribution account begin after the member attains 30 years of credited 
service. 
 
If the Act No. 447-1951 member had less than 30 years of credited service as of December 31, 2013, the 
accrued benefit equaled 1.5% of average compensation multiplied by years of credited service up to 20 
years, plus 2% of average compensation multiplied by years of credited service in excess of 20 years. 
Maximum benefit is 75% of average compensation. Except for the Commonwealth Police 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  



PUBLIC BUILDINGS AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 
NOTES TO THE BASIC FINANCIAL STATMENTS  
FOR THE YEAR ENDED JUNE 30, 2024 

31 
 

 
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. 
 

b) Accrued Benefit as of June 30, 2013, for Act No. 1-1990 Members: The accrued benefit as of June 30, 
2013, is determined based on the average compensation for Act No. 1-1990 members, the years of 
credited service, and the attained age of the member all as of June 30, 2013. For Act No. 1-1990 Mayors, 
the highest compensation as a Mayor was determined as of June 30, 2013. 
 
If the Act No. 1-1990 member is a police officer or firefighter member that had at least 30 years of 
credited service as of June 30, 2013, the accrued benefit equaled 65% of average compensation if the 
member was under age 55 as of June 30, 2013, or 75% of average compensation if the member was at 
least age 55 as of June 30, 2013. 
 
For all other Act No. 1-1990 members, the accrued benefit equaled 1.5% of average compensation 
multiplied by years of credited service. The benefit was actuarially reduced for each year payment 
commences prior to age 65. 
 
For Act No. 1-1990 Mayors with at least 8 years of credited service as a Mayor, the accrued benefit was 
not to be less than 5% of highest compensation as a Mayor for each year of credited service as a Mayor 
up to 10 years, plus 1.5% of highest compensation as Mayor for each year of non-Mayoral credited 
service up to 20 years, plus 2.0% of highest compensation as Mayor for each year of non-Mayoral 
credited service in excess of 20 years. Non-Mayoral credited service included service earned as a Mayor 
in excess of 10 years. Maximum benefit is 90% of highest compensation as a Mayor. 
 

Compulsory Retirement 

All Act No. 447-1951 and Act No. 1-1990 Public Officers in High-Risk Positions were required to retire 
upon attainment of age 58 and 30 years of credited service. A two-year- extension may be requested by 
the member from the Superintendent of the Commonwealth Police, the Chief of the Firefighter Corps, 
or supervising authority as applicable. 
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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.  

Total Total

members members

Category PBA

Active members 34,380         257          

Inactive members in pay status

(retirees, disabled members

beneficiaries) 122,672      1,164       

 

Mortality 
a) Pre-retirement Mortality 

For general employees not covered under Act No. 127-1958, PubG-2010 employee rates, adjusted by 
100% for males and 110% for females, projected to reflect Mortality Improvement Scale MP-2021 on a 
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 127-1958. 
 

b) Post-retirement Retiree 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 mortality improvements both before 
and after the measurement date. This assumption is also used for beneficiaries prior to the member's 
death. 

 
c) 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’s death, the PubG-2010(B) contingent survivor rates, adjusted by 
110% for males and 120% for females, projected using MP-2021 on a generational basis. As a 
generational table, it reflects mortality improvements both before and after the measurement date. 
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Other Assumptions as of June 30, 2023 
 
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. 
 

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

 
3. Special Benefits 

a) Minimum Benefits 
i. Past Ad hoc Increases 

• The legislature, from time to time, increases pensions for certain retirees as described in Act 
No. 124 approved on June 8, 1973 and Act No. 23 approved on September 23, 1983. 
 

•  Minimum Benefits for Members who Retired before July 1, 2013 (Act No. 156 of 2004, Act 
No. 35 of 2007, and Act No. 3 of 2013) 
 

•  The minimum monthly lifetime income for members who retired or become disabled before 
July 1, 2013 is $500 per month effective July 1, 2013 ($400 per month effective July 1, 2007 
and $300 per month up to June 30, 2007). 
 
Coordination Plan Minimum Benefit 
 
A minimum monthly benefit is payable upon attainment of SSRA such that the benefit, when 
added to the Social Security Benefit, is not less than the benefit payable prior to SSRA. 
 

4. (2) Special “Bonus” Benefits 
• Christmas Bonus (Act No. 144, as Amended by Act No. 3) 
• An annual bonus of $200 for each retiree, beneficiary, and disabled member paid in 

December provided the member retired prior to July 1, 2013. 
• Medication Bonus (Act No. 155, as Amended by Act No. 3) 
• An annual bonus of $100 for each retiree, beneficiary, and disabled member to cover health 

costs paid in July provided the member retired prior to July 1, 2013. Evidence of coverage is 
not required. The amount is prorated if there are multiple beneficiaries. 
 

5. Allocation Methodology 
GASB Statement No. 73 requires that the primary government and its component units that provide pensions 
through the same defined benefit pension plan to recognize their proportionate share of the total pension liability, 
deferred outflows of resources, deferred inflows of resources, and pension expense (benefit). The proportionate 
share is based on the ratio of the total pension liability for all Central Government members as of the 
measurement date. Agency allocation percentages have been rounded for presentation purposes; therefore, 
amounts presented in the schedule of pension amounts by agency may result in immaterial differences. 
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6. Total Pension Liability and Actuarial Information 

The total pension liability was approximately $20.8 billion as of June 30, 2023. The total pension liability as 
of June 30, 2023, was determined by an actuarial valuation as of July 1, 2022 which was rolled forward to 
June 30, 2023 (measurement date). 
 
a) Actuarial Methods and Assumptions 

The actuarial valuation used the following actuarial assumptions applied to all periods in the 
measurement period. 
 
Discount Rate 
 
The discount rate for June 30, 2023, was 3.65%. This represents the municipal bond return rate as 
chosen by the Commonwealth. The source is the Bond Buyer General Obligation (GO) 20-Bond Municipal Bond 
Index, which includes tax-exempt general obligation municipal bonds with an average 
rating of AA/Aa or higher. 

 
Employees covered by benefit terms - identification of employees included in the actuarial valuation (measurement 
date June 30, 2024) by categories: 

 
Pension reform, termination of Trust and implementation of GASB Statement No. 73 - On August 23, 2017 the 
Commonwealth enacted Act No. 106 (Act 106-2017) to reform the Commonwealth retirement systems and, among 
other dispositions, provide the necessary legal and operational structure of the determination and payment of 
accrued pension benefits as of June 30, 2017, the reform of ERS’s governance and administration and the creation 
and transition to a new defined contribution plan: 

 
1) Act 106 created a Retirement Board composed of thirteen (13) members (government officials, 

representatives of teachers, judicial system, public corporations, and mayors) which replaces the Board of 
Trustees and performs overall governance of all retirement systems, including ERS, the Teachers and 
Judiciary Retirement Systems.  

 
2) Effective July 1, 2017, the Trust is terminated as a pension trust fund, participants ceased to accrue new 

pension benefits and are no longer able to make direct credit payments or to make additional contributions 
to the ERS.  All benefits including retirement, disability, death, and other pensioner additional benefits will 
be determined in accordance with the specific benefit structures under Act 447, Act 1, Act 305 and Act 3, as 
discussed above.  After that date, retirement benefits for retirees of the Commonwealth, the Municipalities 
and other participants of the ERS are guaranteed through a PayGo funding system. Under the PayGo funding, 
the participant employers directly pay the pension benefits as they are due rather than attempt to build up 
assets to pre-fund future benefits. Payments are made by the Commonwealth and reimbursed by the 
employers (PBA) through a PayGo fee.  During the fiscal year 2023-2024 PBA recorded as PayGo expenditures  
the amount of $22,902,159 of which $3,894,294 was recorded as intergovernmental payable to 
Commonwealth Government as of June 30, 2024 and subsequently paid. 

 
3) The reform included the creation and procedures for transition to a new defined contribution plan. Act 106-

2017 terminated the previous pension programs as of June 30, 2017. The members of the prior programs 
and the new system members hired on or after July 1, 2017 will be enrolled in the new program. (Discussed 
later in section 2 of this Note). 
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As disclosed above, pursuant to Act 106-2017, the previous ERS’s pension programs were terminated as of 
June 30, 2017 and effective July 1, 2017 the benefit payments are made through a PayGo funding system. 
The Trust was terminated as a pension trust fund and was required by Act 106-2017 to liquidate its assets 
and transfer the net proceeds to the PRDT. Paragraph 4 of GASB Statement No. 68 establishes requirements 
for pensions that are provided through pension plans that are administered through trusts or equivalent 
arrangements (hereafter jointly referred to as trusts) in which the following criteria are met: 

 
a. Contributions from employers and non-employer contributing entities to the pension plan and earnings on 

those contributions are irrevocable. 
 

b. Pension plan assets are dedicated to providing pensions to plan members in accordance with the benefit 
terms. 

 
c. Pension plan assets are legally protected from the creditors of employers, nonemployer contributing entities, 

and the pension plan administrator. If the plan is a defined benefit pension plan, plan assets also are legally 
protected from creditors of the plan members. 

 
Since no assets are accumulated in a Trust that meet the above GASB 68 criteria, the Authority follows the 
guidance of GASB Statement No. 73, “Accounting and Financial Reporting for Pensions and Related Assets 
That Are Not within the Scope of GASB Statement 68”. 
 
The Authority’s GASB Statement 73 information for reporting period ending on June 30, 2024, is based on an 
actuarial valuation report dated February 17, 2024, prepared for ERS by Milliman, Inc.  
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B. Significant assumptions  

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

July 1, 2021, projected forward to July 1, 2022

June 30, 2023

Entry age normal method

3.0% per year, no compensation increases 

are assumed until July 1,2021 as a result of 

the Act 3-2017 four year extension of the Act 

66-2014 salary freeze and the current general 

economy.  Based on professional judgment 

and System input.

3.65%

3.65% based on Bond General Obligation 20-

Bond Municipal Bond Index

Pre-retirement mortality:

Post-retirement retiree mortality:

Post-retirement disabled mortality:

Post-retirement beneficiary mortality:

For general employees not covered under Act 127-1958, the PubG-2010 employee

rates, adjusted by 100% for males and 110% for females, projected using MP-2021 on

a generational basis. For members covered under Act 127-1958, the PubS-2010

employee rates for males and females, projected 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 127-1958.

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 mortality improvements both before and after the measurement date. This

assumption is also used for beneficiaries prior to the member’s death. 

The PubG-2010 disabled retiree rates, adjusted by 80% for males and 100% for

females, projected using MP-2021 on a generational basis. As a generational table, it

reflects mortality improvements both before and after the measurement date.

Prior to the retiree’s death, beneficiary mortality is assumed to be the same as the 

post-retirement retiree mortality. For periods after the retiree’s death, the PubG-

2010(B) contingent survivor rates, adjusted by 110% for males and 120% for females, 

projected using MP-2021 on a generational basis. As a generational table, it reflects 

mortality improvements both before and after the measurement date.  
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C.  Changes in total pension liability 

 
Changes in total pension liability as of June 30, 2024 (measurement date June 30, 2023) was as follows: 
 

 
 

 
D.  Sensitivity analysis 

 
The following presents the total pension liability calculated using the discount rate of 3.65 %, as well as what the 
total pension liability would be if it was calculated using a discount rate that is 1 percentage point lower (2.65 %) or 
1 percentage point higher (4.65%) than the current rate: 

 

1% Decrease Current Discount 1% Increase

(2.65%) Rate (3.65%) (4.65%)

The Authorithy's proportionate share

of total pension liability 359,194,145$             322,196,482$             291,301,073$             
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Balance as of June 30, 2022 $ 353,383,868 

Changes for the year:

Service cost 292,022          

Interes in total pension liabilities 11,809,008    

Effect of plan chages -                   

Effect of economic/demographic gains or losses (687,222)        

Effect of assumptions chages or inputs (20,809,638)  

Benefit payments (21,791,556)  

Net Changes (31,187,386)  

Balance as of June 30, 2023 $ 322,196,482 

Amount
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E.  Changes in assumptions 

 
Following is a description of changes in assumptions that affected measurement of the total pension liability since 
the prior measurement date: 
 

1) The index rate and resulting discount rate increase from 3.54% as of June 30, 2022 to 3.65 % as of June 30, 
2023 (measurement date)  
 

2) The postretirement mortality assumptions were revised based on an experience study covering the period 
from July 1, 2013 through June 30, 2018. The base mortality rates reflect the Society of Actuaries Pub-2010 
mortality tables, which were published in January 2019 and are based on public plan experience. For healthy 
retirees and beneficiaries prior to the member’s death, the postretirement mortality base rates were revised 
to 100% and 110% of the Pub-2010 general healthy retiree mortality table for males and females, 
respectively. For disabled retirees, the postretirement mortality base rates were revised to 80% and 100% of 
the Pub-2010 general disabled retiree mortality table for males and females, respectively. For beneficiaries 
after the retiree’s death, the postretirement mortality base rates were revised to 110% and 120% of the Pub-
2010 general below median contingent survivor mortality table for males and females, respectively. 

 
3) The preretirement mortality assumption was also revised. For general employees not covered under Act 127-

1958, the preretirement mortality base rates were revised to 100% and 110% of the Pub-2010 general 
employee mortality table for males and females, respectively. For members covered under Act 127-1958, 
the preretirement mortality base rates were revised to the Pub-2010 public safety employee rates. 
 

4) The projected mortality improvement scale was updated from Scale MP-2020 to Scale MP-2021. 
 

F.   Pension expense 
 

 Following are the components of the Authority’s pension expense recognized in the accompanying statement of 
activities for the year ended June 30, 2024 (measurement period ending June 30, 2023): 

 

Amount

Service cost 586,114$               

Interest on total pension liability 23,701,742            

Effect of plan changes -                           

Recognition (amortization) of deferred inflows/outflows of

resources

Effect of economic/demographic gains and losses (3,768,473)            

Effect of assumptions changes or inputs (47,365,715)          

Pension expense (26,846,332)$        
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G.   Deferred Outflows of Resources and Deferred Inflows of Resources from Pension Activities 

 
Deferred outflows and deferred inflows of resources from pension activities by source reported by the Authority in 
the statement of net position as of June 30, 2024 (measurement date as of June 30, 2023) follows: 
 

 
 
Deferred outflows of resources related to pensions resulting from the payment of benefits subsequent to the 
measurement date of June 30, 2023 (year ended June 30, 2024) were approximately $21,791,556 and will be 
recognized as a reduction of the total pension liability in the year ended June 30, 2024. Other amounts reported as 
deferred outflows/inflows of resources from pension activities are scheduled to be recognized in pension expense as 
follows: 
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Difference between actual and expected experience $ 224,529       $ 2,009,465       

Changes in assumptions 12,302,688 -                    

Change in employer's proportion and difference between the employee's

  contributions and the employer's proportionate share of contribution 556,076       8,571                

Net differences between projected and actual earning on plan investments

  benefit pay subsequent the measurement date 21,791,556 -                    

Total $ 34,874,849 $ 2,018,036       

Deferred 

Outflows of 

Resources

Deferred 

Outflows of 

Resources

Year ended 

June 30,

2024 $ 10,517,752     

2025 -                    

2026 -                    

Total $ 10,517,752     

Amount
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10.  OTHER POSTEMPLOYMENT BENEFITS (OPEB) 

 
Employee’s Retirement System of the Government of Puerto Rico and its Instrumentalities Medical Insurance Plan 

Contribution and Public Buildings Authority Other Post Employment Benefits Program 

Plans descriptions 
 
OPEB of the Authority  
 
General - The Authority provides healthcare benefits to its retirees under two plans: one covered by Collective 
Bargaining Agreements (CBA) and considered a single-employer plan, and the other through the postemployment 
benefit plan of the Commonwealth of Puerto Rico for retired participants of ERS, a multi-employer plan.  Both plans 
operate on a pay-as-you-go basis. The Plan administered by the Authority Benefits consists of a maximum monthly 
payment (annuity) to cover medical expenses. Based on the Plan’s features and its functions, and for the purpose 
of the actuarial valuation, it has been identified as a single-employer defined benefit healthcare plan. Participant 
groups covered are (i) employees under a Collective Labor Agreement with “Union Independiente de “Empleados 
de la Autoridad de Edificios Públicos” (UIEAEP), and (2) the Authority’s management employees. 
 
Benefits provided – The Authority’s contribution is limited to $200 monthly per single retired employee up to a 
period of thirty-six months (twelve months for managerial employees). This benefit is included in the collective 
bargaining agreement and will be re-evaluated when the collective bargain agreements are up for renewal.  
Milliman, an international actuarial and consulting firm (Milliman) provides actuarial estimates for active 
employees and those employees who retired early.  Milliman used a measurement date of June 30, 2023. 
 
Once the postemployment benefits covered by collective bargain agreements expire, the Authority’s retirees 
commence participation in the plan administered by the Commonwealth.  Milliman provided actuarial estimates 
for retirees participating in the plan administered by the Commonwealth. Milliman used a measurement date of 
June 30, 2024.  This group of retirees was not included in prior years’ liability for post-employment benefits. 
 

Employees Covered CBA:

Active members 962               

Retirees members 93                 

Total 1,055            
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OPEB Obligation 
 
The net OPEB obligation change for the year ended June 30, 2024, is as follows: 

 

 
Sensitivity analysis 
 
The following presents the total OPEB Obligation calculated using the discount rate of 3.93%, as well as what the 
total OPEB Obligation would be if it was calculated using a discount rate that is 1 percentage point lower (2.93%) 
or 1 percentage point higher (4.93%) than the current rate: 

 

 

OPEB expense 
 

The following are the components of the Authority’s OPEB expense recognized in the accompanying statement of 
activities for the year ended June 30, 2024 (measurement period ending July 1, 2023): 
 

 
 
 
 
 
 
 
 
 

Service cost 332,953$            

Interest on total OPEB liability 477,667               

Effect of Plan Changes -                        

Effect of economic/demographic gains or  losses -                        

Effect of assumptions changes or inputs (501,007)             

Benefits payment (356,000)             

Net change in total OPEB liability (46,387)               

Total OPEB  liability, beginning 12,930,225         

Total OPEB  liability, ending 12,883,838$      

1% Decrease Discount rate 1% Increase

2.93% 3.93% 4.93%

Total OPEB liability as of June 30, 2024

(measurement date) 14,797,126$         12,883,838$   11,289,002$      

Service cost $ 332,953          

Interes in total OPEB liability 477,667          

Recognition of deferre inflows/outflows of resources -                   

        Recognition of economic/demographic gains and losses (530,370)        

        Recocnition of assumptions chages or input (124,255)        

Total pension liability-ending $ 155,995          

Amount
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Deferred outflows of resources and deferred inflows of resources 
 
As of June 30, 2024, the deferred inflows and outflows of resources are as follows: 
 

 
 
Amounts reported as deferred outflows/inflows of resources from pension activities as of June 30, 2024 will be 
recognized in the pension expense as follows: 
 

 
 

OPEB of the Commonwealth  
 
The postemployment benefit plan of the Commonwealth of Puerto Rico 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 Plan is financed by the Commonwealth through legislative 
appropriations. However, the Commonwealth claims reimbursements from each employer on a monthly basis 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 retirees contribute the amount of healthcare insurance premium not covered by the 
Commonwealth contribution. 
 
Under the leveled benefits provided in each plan, the medical cost increases reside with the retiree and, therefore, 
result in a lower OPEB liability for the Authority. 
 
GASB 75 requires participating employers to recognize their proportionate share of the collective total OPEB 
liability, collective deferred outflows of resources, collective deferred inflows of resources and collective OPEB 
expense. 
 
 
 

Difference between actual and expected experience $ (3,812,798)        $ 761,564                

Changes in assumptions (3,124,173)        1,686,816             

Total $ (6,936,971)        $ 2,448,380             

Deferred inflows 

of Resources

Deferred outflows 

of Resources

Year 

ended 

June 30,

2025 $ (654,625)     

2026 (654,625)     

2027 (654,625)     

2028 (654,625)     

2029 (654,625)     

Thereafter (1,215,466) 

Total $ (4,488,591) 

Amount
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Funding - This OPEB Plan is financed by the Commonwealth on a pay-as-you-go basis. The funding of the OPEB 
benefits is provided to the ERS through legislative appropriations each July 1 by the Commonwealth. The legislative 
appropriations are considered estimates of the payments to be made by the ERS for the healthcare benefits 
throughout the year. After benefits are funded, the Commonwealth claims reimbursement from each employer. 
The Authority’s contribution is financed through the monthly PayGo charge. There is no contribution requirement 
from the plan member during active employment. Retirees contribute the amount of the healthcare insurance 
premium not covered by the Commonwealth contribution. As a result, these OPEB are 100% unfunded. 
 
The Authority’s GASB Statement 75 information for reporting period ending on June 30, 2024, is based on an 

actuarial valuation report dated February 13, 2024, prepared for ERS by Milliman, Inc. 

Significant assumptions 

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

 

 
 

Changes in Total OPEB liability of OPEB Plan 

Changes in total OPEB liability as of June 30, 2024 (measurement date June 30, 2023) were as follows: 

 

Post-retirement disabled mortality:

Post-retirement beneficiary mortality:

The PubG-2010 disabled retiree rates, adjusted by 80% for males and 100% for females,

projected using MP-2021 on a generational basis. As a generational table, it reflects

mortality improvements both before and after the measurement date.

Prior to the retiree’s death, beneficiary mortality is assumed to be the same as the post-

retirement retiree mortality. For periods after the retiree’s death, the PubG-2010(B) 

contingent survivor rates, adjusted by 110% for males and 120% for females, projected 

using MP-2021 on a generational basis. As a generational table, it reflects mortality 

improvements both before and after the measurement date.

Amount

Services Cost -$             

Interest on total OPEB liability 272,110       

Effect on plan changes -               

Effect of economic/demographic gains or losses (46,543)        

Effect of assumptions changes or inputs (65,924)        

Benefit payments (726,947)     

Net changes in total OPEB liability (567,304)$   

Total OPEB liability-beginning 7,176,436   

Total OPEB liability-ending 6,609,132$ 
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 Sensitivity analysis 

The following presents the total OPEB liability calculated using the discount rate of 3.65%, as well as what the total 
OPEB liability would be if it was calculated using a discount rate that is 1 percentage point lower (2.65%) or 1 
percentage point higher (4.65%) than the current rate: 

 

1% Decrease Discount rate 1% Increase

2.65% 3.65% 4.65%

Total OPEB liability as of June 30,2023

(measurement date) 7,170,290$    6,609,132$    6,124,347$     
 

 Deferred Outflow of Resources related to OPEB 

Deferred outflow resources related to OPEB pension activities reported by the Authority in the statement of net 
position as of June 30, 2024 (measurement date as of June 30, 2023) follows: 
 

Deferred 

Outflows of 

Resources

Benefits payments subsequent to 

measurement date (approximately) 636,399$                 

Deferred outflows of resources related to pensions resulting from the payment of benefits subsequent to the 
measurement date of June 30, 2023 (year ended June 30, 2024) were $636,399 and will be recognized as a 
reduction of the total OPEB liability in the year ended June 30, 2024. Because all participants of ERS-OPEB are 
inactive, there are no deferred outflows or inflows of resources for changes in actuarial assumptions, economic or 
demographic gains and losses, and changes in proportionate share since these factors are recognized immediately 
during the measurement year. 
 
Actuarial assumptions 
 
Discount rate – The discount rate for June 30, 2023, was 3.65%. This represents the municipal bond return 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. 
 
Salary increases – 3% per year. No compensation increases were assumed until June 30, 2022 as a result of the Act 
3-2017 four-year extension of the Act 66-2014 salary freeze and the current general economy. 
 
Monthly reimbursement benefit - All eligible future retirees are assumed to receive the maximum monthly 
reimbursement. The monthly reimbursement for current retirees was assumed to remain at the current level. 
 
Termination – Withdrawal rates vary by employment category, age and service. 
 
Retirement – Rates of retirement vary by employment category, age, and service, and whether the member was 
eligible to retire as of June 30, 2013 for Act 447, Act 1, and System 2000 members. 
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Disability – Rates are 75% of the six-month elimination period rates in the 1987 Commissioners Group Disability 
Table. Rate cease upon eligibility for retirement. 
 
Mortality – All mortality rates are projected on generational basis using the mortality improvement scale MP-2021. 
As a generational table, it reflects mortality improvements both before and after the measurement date. 
 
  Preretirement – PubG.H-2010 Employee Mortality Rates for males and females. 
  Postretirement Healthy Lives – PubG.H-2010 Retiree Mortality Rates for males and females. 
 
Basis for salary increase and demographic assumptions – Except for the mortality assumptions, the assumptions 
described earlier are those utilized in the actuarial valuation of the Puerto Rico Government Employees Retirement 
System for Act 447, Act 1, System 2000 and Act 3 members. The Act 3 members’ assumptions were also used for 
Act 106 members (who participate in the governmental defined contribution plan). As Authority employees hired 
before July 1, 2017 participate in the Puerto Rico Government Employees Retirement System, we believe that using 
those assumptions provides a reasonable estimate of the Authority's Total OPEB liability. The mortality assumption 
reflects the Pub-2010 headcount-weighted general mortality tables from the Society of Actuaries study of public 
plan experience that published in 2020. The mortality improvement scale MP-2021 was published by the Society 
of Actuaries in the fall of 2011. We believe that using these Pub-2010 mortality tables provide a reasonable 
estimate of the Authority's Total OPEB liability. 
 
Special Data Adjustments – Service is based on the elapsed time from data of hire to the valuation date. All 
employees were assumed to be general employees. All retirees were assumed to be eligible for lifetime benefits. 
 

11.  VOLUNTARY TERMINATION BENEFITS  
 

On December 08, 2015, the Commonwealth enacted Act No. 211 to establish a program to eligible employees, 
as defined of the Commonwealth of Puerto Rico voluntary retire of their employment in an incentivized program 
until they comply with the requirements to retire.  
 
Act 211 early retirement benefits to eligible employees, as defined, consist of a compensation equivalent to sixty 
percent (60%) of each employee salary, the liquidation of vacations and sick leave accrued balances, considering 
the top limit established by Act. No. 66 of 2014.  In addition, employees maintain health plan coverage and 
employer contribution for a maximum term of two (2) years. 
 
On August 23, 2017, the Commonwealth enacted Act No. 106 that repealed Act. No. 211, however, articles 7.1 
(a), (b), (c) and (d) of Act No. 106 guarantee all the rights and obligations created under Act No. 211. 
 
At June 30, 2024 the financial impact resulting was the recognition of a liability of approximately $3.4 million in 
the balance sheet.   
 
At June 30, 2024, unpaid long-term benefits granted through this program were discounted at 2.73%, depending 
on the employee voluntary termination benefits selected. 
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12.    CONTINGENT LIABILITIES  

 
a. Litigation – The Authority is a defendant or co-defendant in various lawsuits for alleged breach of contract and 

torts in cases related to construction projects. In addition, the Authority is a defendant or co-defendant in other 
cases related to public liability and labor related matters. Some of the cases related to public liability are covered 
by insurance.  
 

The Authority, based on legal advice, recorded an adequate provision to cover probable losses on the claims not 
fully covered by insurance. In the opinion of legal counsel, any liability in excess of insurance coverage and/or 
the recorded provision that may arise from such claims would not affect the Authority’s financial position or 
operations.  
 
Grants - In the normal course of operations, the Authority receives grants from different Federal Agencies.  The 
grant program is subject to audit, the purpose of which is to ensure compliance with conditions precedent to the 
granting of funds. The expenditures financed by grants are subject to program compliance audits by the grantor 
and passed-through agencies authority in accordance with the requirements of the U.S. Office of Management 
and Budget Uniform Guidance 2 CFR Part 200, in order to assure compliance with grant requirements. If 
expenditures are disallowed due to noncompliance with grant program requirements, the Authority may be 
required to reimburse the grantor or pass-through agencies. Any liability for reimbursement which may arise as 
the result of these audits is not believed to be material. 

 

13. SUBSEQUENT EVENTS – DEBT SETTLEMENT 
 

A.  On June 18, 2025, the Public Buildings Authority (“the Authority”) executed a debt settlement transaction 
with the Office of Management and Budget (OMB) of Puerto Rico. This transaction was authorized through 
official communication (OGP Reference No. 2025-57488), issued by the Director of the Office of Management 
and Budget, and pursuant to the provisions of the applicable Joint Resolution of the Legislative Assembly of 
Puerto Rico authorizing the reallocation of funds for the settlement of outstanding interagency debts. 

 

The settlement involved an interagency transfer of funds to cover outstanding obligations of the Authority, 
particularly for repairs and maintenance of school facilities in preparation for the 2026–2027 academic year. 
The approved amount totaled $31.6 million. 
 

This settlement was approved by the Financial Oversight and Management Board (FOMB) on June 17, 2025, 
and involved the reallocation of funds under the custody of the OMB, as well as an extension of the applicable 
funds’ validity through June 30, 2026. 
 
Additionally, as documented in Section 4 of the Joint Resolution, the Authority reached an agreement with 
the OMB to settle a broader set of outstanding debts of lease receivables at an estimated amount of 
approximately $31.6 million, significantly reducing prior liabilities from agencies of the executive branch as 
part of the comprehensive debt restructuring effort. 
 

The Authority is responsible for ensuring compliance with all applicable laws, regulations, and fiscal rules 
regarding this transaction, which may be subject to audit. The debt settlement and fund transfer do not 
represent additional funding commitments beyond the amounts authorized. 
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The Agency has evaluated subsequent events through July 10, 2025, which is the date the financial statements 
were available to be issued. The Public Building Authority is not aware of any subsequent events that require 
adjustment or disclosure in the financial statements or its related notes. 
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2023 2022 2021 2020 2019 2018

Proportion of the Collective

Total Pension Liability 1.55120% 1.59523% 1.65574% 1.64705% 1.64722% 1.66054%

Proportinate Share of the Collective

Total Pension Liability 322,196,482$        353,383,868$  450,101,356$  462,323,819$  409,341,038$  406,659,098$  
 

Notes: 

1. On August 23, 2017, the Governor of the Commonwealth signed into law the Act to Guarantee the Payment to Our 

Pensioners and Establish New Plan Defined Contributions for Public Servants (Act No. 106-2017). Act No 106-2017 

established the pay as you go mechanism effective July 1, 2017 for all the Commonwealth's pension plans. Accordingly, 

no assets are accumulated in a qualifying trust. 

 

In the revised June 30, 2024 actuarial valuation, there was an increase relating to the discount rate from 2.16 % in 

2022 to 3.54% in 2023. 

2. The amounts presented in the Schedules were prepared in accordance with U.S. generally accepted accounting 

principles. The numbers were derived from valuation and actuarial reports. The full reports are available by the 

Employees' Retirement System. Such preparation requires management of ERS to make a number of estimates and 

assumptions relating to the reported amounts. Due to the inherent nature of these estimates, actual results could 

differ from those estimates. 

3. The total pension liability as of June 30, 2024 was measured as of June 30, 2023 and was determined by an 

actuarial valuation with beginning-of-year census data as of July 1, 2020 that was updated to roll forward the total 

pension liability to June 30, 2023 and assuming no gains or losses. 

 

4. The information presented relates solely to the Authority and not to the Employee's Retirement System of the 

Government of the Commonwealth of Puerto Rico as a whole. 

 

5. This information is intended to help users assess the Authority's pension plan's status on a going­ concern basis, 

assess progress made in accumulating assets to pay benefits when due, and make comparisons with other public 

employers. 

 

This schedule is required to illustrate 10-years of information.  However, until a 10-years trend has been completed, 
information is presented only for the years for which the required supplementary information is available. 
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2023 2022 2021 2020 2019 2018

Proportion of the colllective 

total pension liability 1.02219% 1.03169% 1.07034% 1.03501% 1.03440% 1.05174%

Proportionate share of the 

collective total pension liability 6,609,132$ 7,176,476$ 8,542,590$ 9,052,527$ 8,608,602$ 8,857,277$ 
 

 
Notes: 
 

1. On August 23, 2017, the Governor of the Commonwealth signed into law the Act to Guarantee the Payment to 

Our Pensioners and Establish New Plan Defined Contributions for Public Servants (Act No. 106-2017). Act No 

106-2017 established the pay as you go mechanism effective July 1, 2017 for all the Commonwealth's pension 

plans.  Accordingly, no assets are accumulated in a qualifying trust. 

2. The amounts presented in the Schedules were prepared in accordance with U.S. generally accepted accounting 

principles. The numbers were derived from valuation and actuarial reports. The full reports are available by the 

Employees' Retirement System. Such preparation requires management of ERS to make a number of estimates and 

assumptions relating to the reported amounts.  Due to the inherent nature of these estimates, actual results could 

differ from those estimates. 

3. The OPEB liability as of June 30, 2024 was measured as of June 30, 2023 and was determined by an actuarial 

valuation with beginning-of-year census data as of July 1, 2022 that was updated to roll forward the total pension 

liability to June 30, 2023 and assuming no gains or losses. 

4. The information presented relates solely to the Authority and not to the Employee's Retirement System of 

the Government of the Commonwealth of Puerto Rico as a whole. 

 

5. This information is intended to help users assess the Authority's OPEB plan's status on a going- concern basis, assess 

progress made in accumulating assets to pay benefits when due, and make comparisons with other public employers. 

 

This schedule is required to illustrate 10-years of information. However, until 10-year trend has been completed, 

information is presented only for the years for which the required supplementary information is available. 
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Collective Bargaining Agreement (CBA)

2024 2023 2022 2021 2020 2019 2018 2017

Total OPEB Liability

Service cost 333$                    332$                    468$                    483$                 344$                311$                710$                895$                    

Interest on total OPEB liability 478                      446                      325                       301                   374                  660                  610                   521                      

Effect of economic/demographic gains or (losses) -                       259                      -                       871                   -                   (7,626)             -                   (4,634)                 

Effect of assumption changes or inputs (501)                     (201)                     (2,790)                 66                      2,320               584                  (821)                 449                      

Benefits payment (356)                     (325)                     (317)                     (241)                  (226)                 (169)                (106)                 (153)                    

Net change in total OPEB liability (46)                       510                      (2,315)                 1,480                2,811               (6,240)             392                   (2,922)                 

Total OPEB liability, beginning 12,930                12,420                14,735                 13,255             10,444            16,683            16,291             19,213                

Total OPEB liability, ending 12,884                12,930                12,420$              14,735$           13,255$          10,444$          16,683$          16,291                

Covered payroll 32,884$              32,884$              34,644$              34,644$           34,925$          34,925$          26,997$          26,997$              

Total OPEB liability as of a % of covered payroll 39.18% 39.32% 35.85% 42.53% 37.95% 29.90% 61.80% 60.34%

Fiscal Year Ending June 30

 
 
 (in thousands) 
 
 
 
 
 
 
 
 
 
 
 
Notes: 

 

1.  The above information represents the Authority's Collectively Bargaining Agreements OPEB liabilities in thousands. 

The OPEB plan is a single employer OPEB plan. The amounts presented in the Schedules were prepared in accordance 

with U.S. generally accepted accounting principles. The numbers were derived from valuation and actuarial reports. 

Due to the inherent nature of these estimates, actual results could differ from those estimates. 

 

2. The OPEB liability as of June 30, 2024 was measured as of July 1, 2023 and was determined by an actuarial 

valuation with beginning-of-year census data as of July 1, 2022 that was updated to roll forward the total pension 

liability to June 30, 2024 and assuming no gains or losses. 

 

3.  This schedule is required to illustrate 10 years of information. However, until 10-years trend has been completed, 

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