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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
Puerto Rico Health Insurance Administration
San Juan, Puerto Rico

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of the Puerto Rico Health Insurance
Administration (the Administration), a component unit of the Commonwealth of Puerto Rico (the
Commonwealth), as of and for the year ended June 30, 2024, and the related notes to the financial
statements, which collectively comprise the Administration'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 Puerto Rico Health Insurance Administration as of June 30, 2024, and the respective changes
in financial position and its cash flows thereof 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 and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. 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 Puerto Rico Health Insurance Administration 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 opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal controls 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 Administration’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.
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Auditor’s Responsibility 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
opinions. 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 and
Government 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.

In performing an audit in accordance with generally accepted auditing standards and Government 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 Administration 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 Administration’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 on pages 4 through 8 and required supplementary information by GASB statements
No. 73 and 75 on pages 38 through 40 be presented to supplement the basic financial statements. Such
information 1s 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 CORDOVA, LLC

cpa + advisors



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Puerto Rico Health Insurance Administration’s basic financial statements. The accompanying
schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards,
is presented for purposes of additional analysis and are not a required part of the basic financial statements.
Such information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. The information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the schedule of expenditures of federal awards are
fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 26, 2025,
on our consideration of the Administration's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants agreements and other matters.
The purpose of that report is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing and not to provide an opinion on the effectiveness
of the Administration’s internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Governmental Auditing Standards in considering
Administration’s internal control over financial reporting and compliance.

Carolina, Puerto Rico
March 26, 2025
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Puerto Rico Health Insurance Administration
(A Component Unit of the Commonwealth of Puerto Rico)

Management’s Discussion and Analysis (Unaudited)
For the Fiscal Year Ended June 30, 2024

This section of the financial statements is classified by the Governmental Accounting Standards Board (GASB) as
required supplementary information. Management of the Puerto Rico Health Insurance Administration (the
Administration or PRHIA) provides this Management Discussion and Analysis for the benefit of readers of the
Administration’s financial statements. Along with the financial statements and related notes, management’s
discussion and analysis should provide the most relevant information regarding the financial condition of the
Administration for the fiscal year ended June 30, 2024.

Overview of the Financial Statements

This report includes the management’s discussion and analysis, the independent auditor’s report, and the basic
financial statements and related Notes to the Financial Statements. The management's discussion and analysis focus
on major components of the financial statements. The financial statements are designed to provide users with a broad
overview of the Administration’s finances with the intention of helping answer the question whether the
Administration is better off or worse off financially as a result of this year’s activities. These financial statements are
prepared on the accrual basis of accounting.

The Statement of Net Position presents information on the Administration’s assets, liabilities, and deferred
inflows/outflows of resources with the difference reported as net position. Over time, increases or decreases in net
position, along with other financial information, serve as a useful indicator of the Administration’s financial position
and whether 1t is improving or deteriorating.

The Statement of Revenues, Expenses and Changes in Net Position presents information showing how the
Administration’s net position changed during the fiscal year ended June 30, 2024. All changes in net position are
reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of the cash flows.
Therefore, revenues and expenses are reported in this statement for certain items that will result in cash flows in
future fiscal periods.

The Statement of Cash Flows shows how the Administration’s cash and cash equivalents increased or decreased
during the fiscal years reported. It also shows how cash and cash equivalents were provided by and used in the
Administration’s operating, non-operating and financing, and investing activities. The net increase or decrease in the
Administration’s cash and cash equivalents is added to the balance at the beginning of the year to arrive at cash and
cash equivalents balance at end of year. This statement is presented on a cash basis and only presents cash receipts
and cash disbursement information. The Administration uses the direct method of presenting cash flows, which
includes a reconciliation of operating income to net cash provided by operating activities.

ASES participates in the federal Medicaid Drug Rebate Program, which provides significant financial relief for
prescription drug costs incurred by Medicaid beneficiaries. These rebates are essential to managing the cost of
pharmaceutical services, particularly as Medicaid enrollment and drug utilization continue to grow.

The notes to the financial statements provide additional information that 1s essential for a thorough understanding of
the financial data presented in the financial statements.

These statements and information represent the actual financial condition of the Administration. Following, you will
find a condensed discussion of these statements and notes.



Puerto Rico Health Insurance Administration

(A Component Unit of the Commonwealth of Puerto Rico)
Management’s Discussion and Analysis (Unaudited)

For the Fiscal Year Ended June 30, 2024

Financial Highlights

For the fiscal year ended June 30, 2024, the Administration reported a net position of approximately $795.9 million,
up from $788.5 million in the prior year. The increase in net position was primarily driven by Federal grants and
contributions from the Commonwealth. The condensed Statements of Net Position of the Administration as of June
30, 2024, and 2023 were:

June 30, June 30, Change
2024 2023 In dollars Percentage

Current assets S 2384,615322 § 2,051,859,129 § 332,756,193 16%
Non-current asscts 114,880,493 36,629,097 78,251,396 214%
Deferred outflows related to pension plan 796,182 4,170,612 (3,374,430) -81%
Total assets and deferred outflows of resources S 2,500,291,997 § 2,092,658,838 § 407,633,159 19%
Current liabilities S 1.691,736,344 § 1,289,225400 § 402,510,944 31%
Non-current liabilitics 12,593,523 13,949,302 (1,355,779) -10%
Delerred inflows related to pension plan 59,730 1,014,438 (954,708) -94%
Tolal habilities and deferred inflows of resources S 1.704,389,597 § 1,304,189,140 § 400,200,457 31%
Net position:

Net investment in capital assels S 473,523 § 2,992,106 § (2,518,583) -84%

Net position 795,428,877 785,477,592 9,951,285 1%
Total net position S 795902400 $§ 788,469,698 § 7,432,702 1%
Total liabilities, deferred inflows of resources

and net position S 2,500,291,997 $ 2,092,658,838 $ 407,633,159 19%

As of June 30, 2024, the Administration reported total assets and deferred outflows of resources of approximately
$2.5 billion, an increase of approximately $407.6 million or 19% from the prior year. The increase in total assets was
mainly due to an increase in accounts receivable from the Pharmacy rebates program and the amount due from
Commonwealth in the amount of $360 million and $106.7 million, respectively.

For the same period, total liabilities and deferred inflows of resources were $1.7 billion, an increase of $400.2 million
from the prior year. The increase in total liabilities was primarily due to increases in premiums and claims payable

($369 million).

The Administration’s net investment in capital assets as of June 30, 2024, amounted to $2.7 million, net of
accumulated depreciation. During the fiscal year ended June 30, 2024, the Administration invested $309,116 in
capital assets. Depreciation and amortization expense for the year ended June 30, 2024, amounted to $638,665.

For the fiscal year ended June 30, 2024, the Administration recognized Medicaid drug rebates totaling
$451.9 million. This amount reflects a 66% increase compared to the prior year, due to higher utilization of
Medicaid-covered prescription drugs and updated statutory rebate rates under federal regulations.
Additionally, this was the first full fiscal year in the national Medicaid Rebate program.

)



Puerto Rico Health Insurance Administration
(A Component Unit of the Commonwealth of Puerto Rico)

Management’s Discussion and Analysis (Unaudited)
For the Fiscal Year Ended June 30, 2024

The condensed Statements of Revenues, Expenses and Changes in Net Position for the fiscal years ended June 30,
2024, and 2023 are summarized as follows:

June 30, June 30, Change
2024 2023 In dollars Percentage
Operating revenues:
Contributions from:

Federal grants S 3,253,604,256 S 3,569.874,246 $ (316,269,990) -9%
Commonwealth of Puerto Rico 742,943,453 864,165,630 (121,222,177) -14%
Municipalities 83,865,779 65,854,249 18,011,530 27%
Employers 10,359,871 12,292,937 (1,933,066) -16%
Pharmacy rebate program-net 451,894,145 169,650,219 282,243,926 166%
Other 1,411,993 33,191 1,378,802 4154%
Bad debts expense (3,053,941) (5.503,655) 2,449,714 45%

4,541,025,556 4,676,366,817 (135.341,261) -3%

Operating expenses:

Medical premiums and claims 4,552,848,000 4.290,731,750 262,116,250 6%

General and administrative 29,843,851 27,904,865 1,938,986 7%

Depreciation and amortization 638,665 611,801 26,864 4%

Total operating expenses 4,583,330,516 4319.248,416 264,082,100 6%
Non-operating revenues and expenses - net 49,737,662 16,937,831 32,799,831 194%
Change in net position 7,432,702 374,056,232 (366,623,530) -98%
Net position at beginning of year 788,469,698 414,413,466 374,056,232 90%

Net position, end of year S 795902400 S  788.469,698 §  7.432.702 1%

For the year ended June 30, 2024, the Administration reported operating revenues of approximately $4.5 billion, a
decrease of approximately $135.3 million from the prior year. The decrease was mainly due to decreases in federal
grants and contributions from the Central Government of approximately $316.2 million and $121.2 million,
respectively, while the rebate revenues increased by approximately $282.2 million. Operating expenses were
approximately $4.6 billion, an increase of approximately $264 million or 6%. The increase in operating expenses was
mainly because of an increase in medical premiums and claims expenses. Net non-operating revenues and expenses
increased by approximately $32.8 million primarily due to the increase of approximately $34.4 million in interest
income.

Administration OQverview

The Puerto Rico Health Insurance Administration 1s a public corporation of the Commonwealth of Puerto Rico,
created by Act No. 72 on September 7, 1993, as amended. The Administration began operations on February 1, 1994
and is responsible for implementing, administering, and negotiating a health insurance program, through contracts
with health insurers, mental behavioral health organizations, pharmacy benefit managers, third party administrators
and Medicare Advantage organizations, among others. The purpose of the Administration is to provide access to
quality medical and hospital care to eligible Puerto Rico residents.
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Puerto Rico Health Insurance Administration

(A Component Unit of the Commonwealth of Puerto Rico)
Management’s Discussion and Analysis (Unaudited)

For the Fiscal Year Ended June 30, 2024

The Administration is the sub-grantee of federal funds provided by the Medicaid Program under Title XIX of the
Social Security Act and Title XXI of the State Children’s Health Insurance Program (CHIP). The Single State
Medicaid Agency is the Puerto Rico Department of Health (the Department of Health).

The Medicaid Program is responsible for administering to the Government Health Tnsurance Program of federal
(those federally eligible for Medicaid) and Commonwealth beneficiaries (those non-eligible for federal Medicaid but
who fall within the criteria set forth by Government of Puerto Rico for inclusion within the Government Health
Insurance Program).

The Administration and the Medicaid Program have a Memorandum of Understanding in which the Medicaid
Program delegates full responsibility to the Administration for implementing and administering the Government
Health Insurance Program. Among the responsibilities, the Administration is responsible for establishing health
coverage for qualified Puerto Rico residents in accordance with the Puerto Rico Medicaid State Plan and negotiating
with health insurance organizations for the provision of such covered services, among others.

Consolidated Appropriations Act of 2023

On December 29, 2022, the Consolidated Appropriations Act, 2023 became Law 117-328, amending the allotments
for Puerto Rico under Section 1108(g) of the Social Security Act (42 U.S.C. 1308(g)) for fiscal year 2023 and

subsequent fiscal years as follows:

Fiscal year Allotment
2023 $3,275,000,000
2024 $3,325,000,000
2025 $3.475,000,000
2026 $3,645,000,000
2027 $3,825,000,000

For fiscal year 2028, the sum of the amount that would have been provided for Puerto Rico for such fiscal year in
accordance with the sum of the amount provided for the preceding fiscal year increased by the percentage increase
in the medical care component of the Consumer Price Index for all urban consumers (as published by the Bureau of
Labor Statistics) for the 12-month period ending in March preceding the beginning of the fiscal year, rounded to the
nearest $100,000, had the amount provided under this subsection for Puerto Rico for each of fiscal years 2020 through
2027 been equal to the following:

(1) For fiscal year 2020, the sum of the amount provided for Puerto Rico for fiscal year 2019, increased by the
percentage increase in the medical care component of the Consumer Price Index for all urban consumers (as
published by the Bureau of Labor Statistics) for the 12-month period ending in March preceding the beginning
of the fiscal year, rounded to the nearest $100,000.

(i1) For each of the fiscal years 2021 through 2027, the sum of the amount provided for the preceding fiscal year,
increased in accordance with the percentage increase described in clause (i), rounded to the nearest $100,000.

For fiscal year 2029 and each subsequent fiscal year, the sum of the amount specified for the preceding fiscal year,
increased by the percentage increase in the medical care component of the Consumer Price Index for all urban
consumers (as published by the Bureau of Labor Statistics) for the 12-month period ending in March preceding the
beginning of the fiscal year, rounded to the nearest $100,000.



Puerto Rico Health Insurance Administration
(A Component Unit of the Commonwealth of Puerto Rico)

Management’s Discussion and Analysis (Unaudited)
For the Fiscal Year Ended June 30, 2024

Families First Coronavirus Response Act

On March 18, 2020, the President signed into law H.R. 6021, the Families First Coronavirus Response Act (FFCRA)
(Pub. L. 116-127). Section 6008 of the FFCRA provides a temporary 6.2 percentage point increase to each qualifying
state and territory’s Federal Medical Assistance Percentage (FMAP) under section 1905(b) of the Social Security Act
(the Act) effective beginning January 1, 2020, and extending through the last day of the calendar quarter in which the
public health emergency declared by the Secretary of Health and Human Services for COVID-19, including any
extensions, terminates.

Long-Term Debt

The Administration entered into a Credit Agreement with the Government Development Bank for Puerto Rico on
March 14, 2011, in order to pay its obligations to healthcare insurers incurred prior to fiscal year 2009-2010. The
aggregate principal amount of the non-revolving line of credit was $186,000,000 and is payable in nine payments of
$20,666,667 from 2015 through 2023. Interests are accrued at a fluctuating annual rate of interest equal to the greater
of (1) 1.5% over prime rate, and (i1) 6%.

As of June 30, 2024, the outstanding principal balance amounted to $182,195,359 and the accrued interest amounted
to $116,496,226. The Administration will pay the principal and interest with appropriations to be received from the
Legislature of Puerto Rico through the Puerto Rico Office of Management and Budget (OMB) pursuant to Act No.
173 0f 2010. Notwithstanding during the fiscal years ended June 30, 2016, through 2024, the OMB has failed to make
principal and interest payments on behalf of the Administration.

Contacting the Administration Financial Management

This financial report is designed to provide our customers and creditors with a general overview of the
Administration’s finances and to demonstrate the Administration’s accountability for the federal and commonwealth,
among others, funds it receives. If you have questions about this report or need additional information, contact the
Puerto Rico Health Insurance Administration, PO Box 195661, San Juan, PR 00926-2706.

The executive offices of the Administration are located at 1571 Alda Street, Urb. Caribe, Rio Piedras, Puerto Rico

00926-2712. The Administration’s telephone number is (787) 474-3300. Ms. Lymari Colon Rodriguez is the Acting
Executive Director of the Administration.
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Puerto Rico Health Insurance Administration
(A Component Unit of the Commonwealth of Puerto Rico)

Statement of Net Position
June 30, 2024

ASSETS

Current assets:
Cash and cash equivalents

Accounts receivable:
Federal grants
Pharmacy rebates program
Advance premium

Total current asscts

Non-current assets:
Accounts rececivable
Municipalities - net of allowance for doubtful accounts of
$88.670,559
Legislature appropriations and other
Other receivables
Capital assets
Due from MCO'’s - net of allowance for doubtful accounts of
$10,585,358
Due from Commonwealth

Total non-current assets
Total asscts
Deferred outflows of resources:
Pension related
OPEB rclated

Total deferred outflows of resources:

Total assets and deferred outflows of resources

See accompanying notes to financial statements.

$ 1,224,427,615

603,110,521
556,521,510
555,676

2,384,615,322

44,951
400,460
8,509
2,662,557

1,131,501
110,632,515

114,880,493

2,499,495,815

785,382
10,800

796,182

$ 2,500,291,997




Puerto Rico Health Insurance Administration
(A Component Unit of the Commonwealth of Puerto Rico)
Statement of Net Position

June 30, 2024

Current liabilities:

LIABILITIES AND NET POSITION

Premiums and claims payable
TPA administration fees payable

Obligation payable Governmental Development Bank
Interest payable
Accounts payable and accrued expenses
Accrued compensated absences
Accrued termination benefits

Total pension liability
Other postemployment benefits liability
Lease liabilities

Total current liabilities

Non-current liabilities:
Accrued termination benefits

Total pension liability
Other postemployment benefits liability
Lease liabilities

Total non-current liabilities

Total liabilities

Deferred inflows of resources:
Pension related

Total liabilities and deferred inflows of resources

Net position:
Investment in capital assets
Unrestricted

Total net position

Total liabilities, deferred inflows of resources

and net position

See accompanying notes to financial statements.
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$ 644,024,740
718,898,932
182,195,359
116,496,226

28,213,724
742,476
360,562
362,172

10,800
431,353

1,691,736,344

1,365,796
9,214919

255,127
1,757,681

12,593,523

1,704,329,867

59,730

1,704,389,597

473,523
795,428,877

795,902,400

$ 2,500,291,997




Puerto Rico Health Insurance Administration

(A Component Unit of the Commonwealth of Puerto Rico)
Statement of Revenues, Expenses and Changes in Net Position
For the Fiscal Year Ended June 30, 2024

Operating revenues:
Contributions from:
Federal grants
Commonwealth of Puerto Rico
Municipalities
Employers
Pharmacy rcbate program — nct
Other
Bad debts expense

Total operating revenucs

Operating cxpenscs:
Medical premiums and claims
General and administrative
Depreciation and amortization

Total operating expenses

Operating loss

Non-operating revenues and expensces:
Legislative appropriations from the Commonwealth of Puerto Rico
Interest expense
Interest income
Total non-operating revenues and expenses
Increase in net position

Net position at beginning of year

Net position at end of ycar

See accompanying notes to financial statements.
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S 3,253,604,256

742,943 453
83.865,779
10,359,871

451,894,145

1.411,993
(3.053.941)

4,541,025,556

4,552.848,000
29,843,851
638,665

4,583,330,516

(42,304,960)

19,618,000
(18,252,441)
48,372,103

49,737,662

7.432,702

788,469,698

S

795,902,400




Puerto Rico Health Insurance Administration

(A Component Unit of the Commonwealth of Puerto Rico)
Statement of Cash Flows

For the Fiscal Year Ended June 30, 2024

Cash flows from operating activities:

Cash receipts from contributions $ 3.956,214,397
Cash receipts from pharmacy rebate program 91,940,111
Cash payments of premiums, health care organizations
and third party administrators (4,168,595,954)
Cash payments to vendors (26,780.812)
Cash payments to employces (4,890,175)
Net cash used m operating activitics (152,112,433)

Cash flows from noncapital fimnancing activitics:

Legislative appropriations from the Commonwealth of Puerto Rico 19,618,000
Payments of lease lability (412,358)
Interest paid (64,536)

Net cash provided by noncapital financing activitics 19,141,106

Cash flows from capital and related financing activitics:
Purchase of capital assets (309,116)

Net cash used in capital and related financing activities (309,116)

Cash flows from investing activities:

Interest collected 48,372,103
Decrease in advanced premiums 104,041
Net cash provided by for mvesting activitics 48,476,144
Net decrease i cash and cash equivalents (84,804,299)
Cash and cash equivalents, at beginning of year 1,309,231,914
Cash and cash equivalents, at end of year $ 1.224,427,615

Supplemental Disclosure of Cash Flow Information:
Noncash capital and related financing transactions:
During the year, the Administration retired fully depreciated equipment with an original cost of $34,763.

See accompanying notes to financial statements.
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Puerto Rico Health Insurance Administration

(A Component Unit of the Commonwealth of Puerto Rico)
Statement of Cash Flows

For the Fiscal Year Ended June 30, 2024

Reconciliation of operating income to net cash provided by

operating activities:

Operating loss
Adjustments to reconcile operating mcome
to net cash used in operating activitics:
Depreciation and amortization
Provision for bad debts
Changes n operating assets and habilities:
Decrease (increase) in asset:
Accounts receivable:
Federal grants
Municipalitics
Legislative appropriations and other
Pharmacy rebates program
Employers
Due from MCO’s
Due from Commonwealth
Other receivables
Deferred outflows of resources
Pension related
OPEB related
Increase (decrease) in liabilitics:
TPA administration fees payable
Premiums and claims payable
Accounts payable and accrued expenses
Accrued termination benefits
Accrued compensated absences
Other postemployment benefits
Total pension lability
Deferred inflows:
Pension related

Net cash used in operating activities

See accompanying notes to financial statements.
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$  (42.304.960)

638,665
3,053,941

(60,764,440)
(44,151)

28,106,775
(359,954,034)

168,138
(99.463)
(106,711,384)
(860)

3,374,330
100

15,278,897
368.973,149
576
(363,004)
96,881
(580.228)
(26,653)

(954,708)

$ (152.112433)




Puerto Rico Health Insurance Administration
(A Component Unit of the Commonwealth of Puerto Rico)

Notes to the Financial Statements
For the Fiscal Year Ended June 30, 2024

REPORTING ENTITY

The Puerto Rico Health Insurance Administration (the Administration or PRHIA) 1s a governmental entity
and a component unit of the Commonwealth of Puerto Rico (the Commonwealth), created on September 7,
1993 by Act No. 72 (the Act), as amended. The Administration commenced operations on February 1, 1994
and is considered a public corporation with full autonomy.

The Administration 1s responsible for implementing, administering, and negotiating a health insurance system,
through contracts with health insurers, mental health organizations, pharmacy benefit managers, third party
administrators and Medicare Advantage organizations, among others. The Administration thrives to provide
all qualifying Puerto Rico residents access to quality healthcare services, including mental health, through a
Managed Care Organization (MCO) model.

The Administration relies significantly on appropriations from the Commonwealth as well recurring and non-
recurring federal funding. The Administration is the sub-grantee of federal funds provided by the Medicaid
Program under Title XIX of the Social Security Act and Title XXI of the State Children’s Health Insurance
Program (CHIP). The Puerto Rico Department of Health (Department of Health) is the single state agency, and
it has a cooperative agreement with the PRHIA which is responsible for implementing and administering the
island-wide government health insurance program. Within the Department of Health, the Puerto Rico Medicaid
Program (Medicaid Program) is the primary grantee of federal funds and is responsible for administering the
eligibility to the government health insurance program of federal and Commonwealth beneficiaries.

A regionalization system was implemented to establish a network of participating providers throughout Puerto
Rico and ensure the closest possible service to beneficiaries. The Administration pays a monthly premium to
such insurance underwriters based on a contracted premium and the number of members subscribed in the
health plan. Funds to pay for such premiums are requested from the Commonwealth net of funds available for
such purposes from all other sources.

Under the provisions of Act No. 105 of July 19, 2002, which amended Act No. 72 of 1993, the Administration
was authorized to negotiate directly with health providers under a pilot program. The Administration has, since
then, entered into different direct contracts to cover the insured population of different regions and
municipalities. Since November 1, 2006 through September 1, 2010, the Administration directly contracted
providers that served approximately 190,000 lives from the metro-north region. Since June 30, 2011, the
Administration has direct contracting projects with the Municipalities of Vieques and Guaynabo.

Effective October 1, 2010, a new integrated health care model named “Mi Salud” was developed with the
following changes:

1) Set up a standard premium per region as established by the Administration.

2) Eliminate the referrals when the beneficiary needs the service of a specialist.

3) Better access to prescribed medicines without the authorization of the primary health care provider.
4) Extended hours for health care providers of basic services

5) Tele-emergency services available 24 hours.
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