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Opinion
We have audited the accompanying financial statements of Centro Comprensivo de Cancer de la
Universidad de Puerto Rico (the “Center”), a component unit of the Commonwealth of Puerto Rico (the
“Commonwealth”), as of and for the year ended June 30, 2022, and the related notes to the financial
statements, which collectively comprise the Center’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 Centro Comprensivo de Cancer de la Universidad de Puerto Rico as of June 30, 2022, and
the respective changes in its financial position and 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 and the standard 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 Centro Comprensivo de Cancer de la Universidad de Puerto Rico, 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.

Emphasis of Matter Regarding Going Concern

The accompanying financial statements have been prepared assuming the Center will continue as a going
concern. As discussed in Note (15) to the financial statements, as of June 30, 2022, the Center has
outstanding notes payable to the Puerto Rico Government development Bank (“GDB”) which have not been
paid when due. The repayment of such notes payable, pursuant to Law 203 of 2004, should be made with
annual contributions received from the Commonwealth of Puerto Rico (the “Commonwealth”). This condition
raise substantial doubt about its ability to continue as a going concern. The financial statements do not
include any adjustments that might result from the outcome of this uncertainty. Our opinion is not modified
with respect to this matter.
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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 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 Centro Comprensivo de
Cancer de la Universidad de Puerto Rico’s ability to continue as a going concern for twelve months
beyond the financial statements 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 and
Governmental 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 Governmental 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 Centro Comprensivo de Cancer de la Universidad de Puerto Rico 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 judgement, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Centro Comprensivo de Cancer de la Universidad de Puerto
Rico’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.
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Other Matters

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 10 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statement 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 31, 2023
on our consideration of the Center’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant 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 Center’s
internal control over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Center’s internal control over financial

reporting and compliance.
%W/%ﬁ/%//&,///

San Juan, Puerto Rico,
October 31, 2023.
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Centro Comprensivo de Cancer de la Universidad de Puerto Rico
(A Component Unit of the Commonwealth of Puerto Rico)

Unaudited Management’s Discussion and Analysis
June 30, 2022

Management’s discussion and analysis

This section represents a discussion and analysis of the “Centro Comprensivo de Cancer de la Universidad de
Puerto Rico” (the “Center”) financial performance, which provides an overview of the Center’s financial activities for
the fiscal year ended June 30, 2022 and identifies changes in the Center’s financial position. The Center is a
component unit of the Commonwealth of Puerto Rico (the “Commonwealth”).

This section should be read, in conjunction with the Center’s basic financial statements including the notes thereto.

Going Concern

The discussion in Note (15) to the financial statements provides information regarding the Center’s financial risks.
The severity of the risks and uncertainties facing the Center together with other factors further described in Note (15)
to the financial statements and summarized below, have led the Center's management to conclude that there is doubt
as to the ability of the Center to continue as a going concern.

The Center entered into loan agreements with the Puerto Rico Government Development Bank (“GDB”) for the
development of its research and clinical facilities, including the renovation and expansion of its Research and
Development Building, the renovation and improvement of the facilities where its Radiotherapy Center operates, and
the construction of a specialized cancer hospital and clinical research.

On May 15, 2017, the Puerto Rico Fiscal Agency and Financial Advisory Authority (AAFAF) and GDB entered into a
Restructuring Support Agreement (the “RSA”) with a significant portion of GDB’s creditors. The parties to the RSA
agreed to undertake a financial restructuring of GDB pursuant to a Qualifying Modification under Title VI of
PROMESA (the “Qualifying Modification”). On August 9, 2018, GDB commenced the solicitation of votes on the
Qualifying Modification and on August 10, 2018 commenced an action to obtain court approval of the Qualifying
Modification. Following the conclusion of voting on September 12, 2018, GDB announced it received the necessary
votes from holders of claims subject to the Qualifying Modification (the “Participating Bond Claims”) to approve the
Qualifying Modification, as required under PROMESA. On November 6, 2018, the Qualifying Modification was
approved by the Federal Court. On November 29, 2018, the AAFAF and the GDB announced the consummation of
the Qualifying Modification.

Under the Qualifying Modification, holders of certain bond and deposit claims exchanged their claims for bonds
issued by a newly created public instrumentality—the GDB Debt Recovery Authority (the “Debt Recovery
Authority”)—and GDB transferred to such entity its municipal loan portfolio, a portion of its public entity loan portfolio,
its real estate owned assets and its unencumbered cash. The Center’s notes payable were not transferred to GDB
DRA or the Public Entity Trust (PET) pursuant to the Qualifying Modification. GDB retained ownership of the Center’s
notes payable.

Pursuant to amendments to Law No. 230, repayment of the Center’s notes payable should be made through annual
contributions received from the Commonwealth. Commencing from fiscal year 2016 up to fiscal year 2044, the
Commonwealth should provide annual contributions to the Center, up to a maximum amount of $15,000,000, for debt
service purposes. However, as of June 30, 2022, no such contributions were received, and as such, the Center’s
notes payable have not been repaid when due. As of the date of the financial statements were available to be issued,
there has been no negotiations between the Center and GDB for the repayment of such notes payable neither funds
have been assigned by the Commonwealth to the Center for the repayment of these notes.

Due to the conditions and events described above, the Center's management believes substantial doubt exists as to
the Center’s ability to continue as a going concern.



Centro Comprensivo de Cancer de la Universidad de Puerto Rico
(A Component Unit of the Commonwealth of Puerto Rico)

Unaudited Management’s Discussion and Analysis
June 30, 2022

Financial highlights

e Net position decreased by $25 million, from $94 million as of June 30, 2021 to $69 million as of June
30, 2022.

e During the year ended June 30, 2022, the Center incurred approximately $4.1 million to purchase
equipment and $7.7 million in the construction of a new building.

e Effective July 1, 2008, the Center began the administration of the Puerto Rico Cancer Registry Program. On
July 1, 2012, the Cancer Prevention and Control Program was divided into Cancer Registry Program, Breast
and Cervical Cancer Early Prevention Program and Community Cancer Control Program. Total revenues
recorded during the year ended June 30, 2022 related to the administration of the Cancer Prevention and
Control Program amounted to $1.5 million.

e Effective August 1, 2014, the Center operates as a grantee institution for the administration of National Cancer
Institute Community Oncology Research Program (“NCORP”). The National Cancer Institute (“NCI”) divided
this program into Clinical Trials and Cancer Care Delivery. During the year ended June 30, 2022, the Center
received contributions amounting to $1 million under this program. Total grant award was for a six-year period
that commenced on August 1, 2020 in the amount of $4 million, subject to annual progress reports.

e Radiotherapy Oncology Services — Effective December 1, 2015, the Center began as administrator of the
Radiotherapy Center located between the Research Center and the Oncologic Hospital to provide
radiotherapy services to patients including conventional radiotherapy treatment, intensity-modulated radiation
therapy (“IMRT”), brachytherapy procedures and neurosurgery oncologic. The Net Patient Revenues for the
year ended June 30, 2022 was $ 4.5 million.

Overview of financial statements

These discussions and analysis are intended to serve as introduction to the Center’s basic financial statements. The
Center’s financial statements consist of three statements: Statement of Net Position (pages 11 to 12), Statement of
Revenues, Expenses and Changes in Net Position (page 13), and a Statement of Cash Flows (pages 14 to 15).
These financial statements and related notes (pages 16 to 32) provide information about the activities of the Center,
including resources held by the Center but restricted for specific purposes by enabling legislation.

The statement of net position includes all of the Center's assets and liabilities. All of the current year's revenues and
expenses are accounted for in the statement of revenues, expenses and changes in net position regardless of when

the cash is received or paid.

The Statement of Net Position and the Statement of Revenues, Expenses and Changes in Net Position

The statement of net position and the statement of revenues, expenses and changes in net position report
information about the Center’s resources and its activities in a way that helps to understand if the finances improved
or worsen off as a result of the year’s activities. These statements include all restricted and unrestricted assets and all
liabilities using the accrual basis of accounting. All of the current year’s revenues and expenses are taken into
account regardless of when the cash is received or paid.



Centro Comprensivo de Cancer de la Universidad de Puerto Rico
(A Component Unit of the Commonwealth of Puerto Rico)

Unaudited Management’s Discussion and Analysis
June 30, 2022

These two statements report the Center’s net position and changes thereto. You can think of the Center's net
position, which is the difference between assets plus deferred outflows of resources less liabilities and deferred
inflows of resources, as one way to measure the Center’s financial health, or financial position. Over time, increases
or decreases in the Center’s net position are indicators of whether its financial health is improving or deteriorating.
You will need to consider other nonfinancial factors, however, such as changes in the Center’s patient base and
measures of the quality of service it provides to the community, as well as local economic factors to assess the
overall financial health of the Center.

Statement of Cash Flow

The final required statement is the statement of cash flows. The statement reports cash receipts, cash payments, and
net changes in cash resulting from operating, investing, and capital and non-capital related financing activities. This
statement presents the sources and uses of cash in four categories: (a) operating activities; (b) non-capital financing
activities; (c) capital and related financing activities, and (d) investing activities.

Financial analysis of the Center as a whole

We provide the readers of these basic financial statements with the following summarized discussion and analysis
of the relevant facts that affected the financial statements as of June 30, 2022 and 2021.

This space is intentionally left in blank



Centro Comprensivo de Cancer de la Universidad de Puerto Rico
(A Component Unit of the Commonwealth of Puerto Rico)

Unaudited Management’s Discussion and Analysis
June 30, 2022

Statements of net position

The following is condensed financial information on assets, liabilities and net position of business-type activities as of
June 30, 2022 and 2021:

2022 2021 Change Percent %
Assets
Current assets:
Cash $ 6,027,601 $ 17,412,955 $ (11,385,354) -65%
Accounts receivable:
Net patient accounts receivable - Radiotherapy and Hospital services 9,268,818 8,535,347 733,471 9%
Federal government 2,254,098 1,818,444 435,654 24%
Other receivables 95,652 62,453 33,199 53%
Prepaid expenses 1,315,783 534,373 781,410 146%
Inventory 1,853,717 1,108,813 744,904 67%
Total current assets 20,815,669 29,472,385 (8,656,716) -29%
Noncurrent assets:
Restricted cash 40,916,632 52,244,280 (11,327,648) -22%
Capital assets:
Land 750,001 750,001 - 0%
Other capital assets, net of depreciation and amortization of $47,729,317 and
$39,460,281 for 2022 and 2021, respectively 179,757,577 183,941,415 (4,183,838) -2%
Construction in progress 7,689,532 - 7,689,532 100%
Right-to use, net of accumulated amortization of $1182,617 in 2022 887,317 - 887,317 100%
Other non-current assets 2,487,423 2,266,465 220,958 10%
Total non-current assets 232,488,482 239,202,161 (6,713,679) -3%
Total assets $ 253,304,151 $ 268,674,546 $  (15,370,395) -6%

Liabilities and Net Position
Current liabilities:

Accounts payable and accrued liabilities $ 8,286,797 $ 6,886,893 $ 1,399,904 20%
Compensated absences 1,494,873 1,188,695 306,178 26%
Accrued interest payable 49,864,041 43,137,496 6,726,545 16%
Lease liability 192,151 - 192,151 100%
Due to other governmental entities 1,586,605 1,323,260 263,345 20%

Total current liabilities 61,424,467 52,536,344 8,888,123 17%

Non-current liabilities:

Notes payable 120,482,398 120,482,398 - 0%
Lease liability 695,166 - 695,166 100%
Compensated absences 1,353,653 1,587,763 (234,110) -15%
Total non-current liabilities 122,531,217 122,070,161 461,056 0%
Total liabilities 183,955,684 174,606,505 9,349,179 5%
Net position:
Net investment in capital assets 67,514,712 64,009,018 3,505,694 5%
Restricted for:
Capital research and clinical trials 2,756,439 2,071,339 685,100 33%
Donated capital 200,000 200,000 - 0%
Unrestricted (1,122,684) 27,787,684 (28,910,368) -104%
Total net position 69,348,467 94,068,041 (24,719,574) -26%
Total liabilities and net position $ 253,304,151 $ 268,674,546 $ (15,370,395) 6%




Centro Comprensivo de Cancer de la Universidad de Puerto Rico
(A Component Unit of the Commonwealth of Puerto Rico)

Unaudited Management’s Discussion and Analysis

June 30, 2022

The net position of the Center decreased by $24.7 million as of June 30, 2022. The decrease in net position was the
result of a net effect of a decrease of $15.4 million in total assets and an increase of $9.3 million in total liabilities.

The decrease in total assets and the increase in total liabilities are mainly due to the following:

e Capital assets net decrease of $4.2 million as a result of an increase in depreciable assets of $4.1 million offset by
the depreciation expense of $8.3 million for the year ended June 30, 2022.

e Restricted cash decrease of $11.3 million used for capital expenditures outlays due to capital construction of a
new building for administrative office spaces, outpatient clinics, parking and a radiotherapy center building.

® Increase in total liabilities of $9.3 million, mainly due to the net effect of an increase in accrued interest payable of
$6.7 million and increases in accounts payable and accrued liabilities and in due to other governmental entities by
$1.4 million and $263 thousand, respectively.

Statements of revenues, expenses and changes in net position

Statements of revenues, expenses and net position for the fiscal years ended June 30, 2022 and 2021 are shown

in the table below.

Operating revenues
Net patient service revenue
Other operating revenues

Total operating revenues

Operating expenses
Salaries and wages
Employee benefits
Professional fees and contracted services
Supplies, food and drugs
Repairs and maintenance
Utilities
Depreciation and amortization
Insurance
Rent and other

Total operating expenses
Operating loss
Non-operating revenue (expenses)
Interest expense

Grants from U.S. Federal Government and other contribution
Contributions from the Commonwealth of Puerto Rico

Total non-operating revenue
Change in net position
Net position, at beginning of year

Net position, at end of year

2022 2021 Change Percent %
$ 12,147,532 $ 14,561,426 $  (2/413,894) -17%
185,076 153,011 32,065 21%
12,332,608 14,714,437 (2,381,829) -16%
12,388,331 11,196,736 1,191,595 1%
5,287,088 5,346,402 (69,314) 1%
13,599,337 8,949,062 4,650,275 52%
7,432,855 5,951,620 1,481,235 25%
1,830,919 1,866,231 (35,312) -2%
5,131,249 4,018,080 1,113,169 28%
8,269,036 7,909,146 359,890 5%
1,087,667 1,091,217 (3,550) 0%
1,440,354 1,598,584 (158,230) -10%
56,466,836 47,927,078 8,539,758 18%
(44,134,228) (33,212,641) (10,921,587) 33%
(6,726,545) (6,564,824) (161,721) 2%
5,291,910 4,720,902 571,008 12%
20,849,289 75,172,981 (54,323,692) -72%
19,414,654 73,329,059 (53,914,405) -74%
(24,719,574) 40,116,418 (64,835,992) -162%
94,068,041 53,951,623 40,116,418 74%
$ 69,348,467 $ 94,068,041 $  (24,719,574) -26%




Centro Comprensivo de Cancer de la Universidad de Puerto Rico
(A Component Unit of the Commonwealth of Puerto Rico)

Unaudited Management’s Discussion and Analysis
June 30, 2022

Results of Operations

+  Total operating revenues decreased by $2.4 million mostly related to an increase in bad debt expense of $2.3
million.

+  Non-operating revenue decreased by $53.9 million, from $73.3 million in 2021 to $19.4 million in 2022. The
decrease is mostly related to the following: during the year ended June 30, 2021, the Center received $47 million
in capital grants and contributions for the construction of a new building for administrative office spaces and
outpatient clinics, parking, and a radiotherapy center building and $7 million in contribution for operations.

The Center generates all of its operating revenues from activities related to patient services either directly or ancillary,
which are typical of a hospital unit, such as cafeteria facility rent, physicians facility rent, parking facility rent, etc. In
addition, the expenses incurred in those activities are accounted for as operating expenses. During the years ended
June 30, 2022 and 2021, the Center reflected operating loss of approximately $44.1 million and $33.2 million,
respectively.

The following table presents comparative statistical information of the patient services provided in the Comprehensive
Cancer Center Hospital:

June 302022  June 30 2021 Variance % of Changes

Admissions 967 664 303 46%
Discharges 964 662 302 46%
Patients Days 4,066 2,700 1,366 51%
Occupancy percentage 43% 33% 10% 29%
Average length of stay 5.27 5.72 (0.45) -8%
Surgery procedures 1,103 676 427 63%
Laboratory samples 18,269 19,437 (1,168) 6%
Image Center Visits 12,567 10,905 1,662 15%
Emergency Room visits 1,861 1,541 320 21%
Multidiciplinary Clinics visists 12,561 10,603 1,958 18%
Encounters 37,229 33,555 3674 1%

As observed in the table above, the statistics presented covered the services provided at the Hospital from July 1,
2020 to June 30, 2022. During this period and according to the statistics presented, the Comprehensive Cancer
Center Hospital treated a total of 37,229 patient encounters versus 33,555 in the prior year, representing an increase
of 11%. From its opening on June 1, 2018 to June 30, 2022, the Hospital has provided services to a total of 98,765
patients (encounters).

During the fiscal year ended June 20, 2022, the Hospital had a significant increase in patients services. The Hospital
presents an increase of 51% in patients’ days, 63% in surgery procedures and 15% in imaging center visits. This is
due to new hospital services related to cancer, contracting with medical insurance plans and recruitment of
physicians and specialized personnel in the field of health, especially cancer.

Capital assets and construction in progress

The Center's investment in capital assets at June 30, 2022 increased from $184.7 million to approximately $188.2
million, net of accumulated depreciation and amortization, which amounted to $47.7 million and $39.5 million during
2022 and 2021, respectively. Capital assets include land, construction in progress, building, building improvements
and equipment.



Centro Comprensivo de Cancer de la Universidad de Puerto Rico
(A Component Unit of the Commonwealth of Puerto Rico)

Unaudited Management’s Discussion and Analysis
June 30, 2022

Long-term debt

The Center used long-term debt to finance the construction of the new hospital and radiotherapy facilities. At June 30,
2022, the total debt outstanding amounted to $120.5 million. Pursuant to the Qualifying Modification under Title VI of
PROMESA, in November 2018, the available cash balance in the amount of $208 thousand were set off with the
University of Puerto Rico (UPR) deposits and were considered as part of the transaction in a pro rata share of
common units in the Public Entity Trust (“the Trust”) in accordance with the GDB Restructuring Act. Subsequently,
the Center’'s management will start conversation with the UPR’s Governance in order to establish the Center’s
ownership of the 208 shares of common units of the Trust.

Contacting the Center’s financial management

This financial report was prepared to provide our citizens, taxpayers, customers, patients and creditors with a general
overview of the Center’s finances and to demonstrate the Center’s accountability for the funds it receives. If you have
any question about this report, or need additional information, contact Mr. Rubén |. Rivera Lépez, Chief Financial
Officer, at “Centro Comprensivo de Cancer de la Universidad de Puerto Rico”, P.O. Box 363027 San Juan, Puerto
Rico 00936-3027.
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Centro Comprensivo de Cancer de la Universidad de Puerto Rico
(A Component Unit of the Commonwealth of Puerto Rico)

Statement of Net Position
June 30, 2022

Assets
Current assets:
Cash
Accounts receivable:
Net patient accounts receivable - Radiotherapy and Hospital services
Federal government
Other receivables
Prepaid expenses
Inventory

$ 6,027,601

9,268,818
2,254,098

95,652
1,315,783
1,853,717

Total current assets

20,815,669

Noncurrent assets:

Restricted cash

Capital assets:
Land
Other capital assets, net of depreciation and amortization of $47,729,317
Construction in progress
Right-to use, net of accumulated amortization of $182,617

Other non-current assets

40,916,632

750,001
179,757,577
7,689,532
887,317
2,487,423

Total non-current assets

232,488,482

Total assets

$ 253,304,151

The accompanying notes are an integral part of this statement.

(continued)
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Centro Comprensivo de Cancer de la Universidad de Puerto Rico

(A Component Unit of the Commonwealth of Puerto Rico)

Statement of Net Position (continued)

June 30, 2022

Current liabilities:

Accounts payable and accrued liabilities

Compensated absences

Accrued interest payable

Lease liability

Due to other governmental entities

Total current liabilities

Non-current liabilities:
Notes payable
Lease liability
Compensated absences

Total non-current liabilities
Total liabilities
Net position:
Net investment in capital assets
Restricted for:
Capital research and clinical trials
Donated capital
Unrestricted

Total net position

Total liabilities and net position

The accompanying notes are an integral part of this statement.

Liabilities and Net Position

$ 8,286,797
1,494,873
49,864,041
192,151
1,586,605

61,424,467

120,482,398
695,166
1,353,653

122,531,217

183,955,684

67,514,712

2,756,439
200,000
(1,122,684)

69,348,467

$ 253,304,151
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Centro Comprensivo de Cancer de la Universidad de Puerto Rico
(A Component Unit of the Commonwealth of Puerto Rico)

Statement of Revenues, Expenses and Changes in Net Position
Year Ended June 30, 2022

Operating revenues

Net patient service revenue $

Other operating revenues

Total operating revenues

Operating expenses
Salaries and wages
Employee benefits
Professional fees and contracted services
Supplies, food and drugs
Repairs and maintenance
Utilities
Depreciation and amortization
Insurance
Rent and other

Total operating expenses
Operating loss
Non-operating revenue (expenses)
Interest expense

Grants from U.S. Federal Government and other contributions
Contributions from the Commonwealth of Puerto Rico

Total non-operating revenue

Change in net position

Net position, at beginning of year

Net position, at end of year $

The accompanying notes are an integral part of this statement.

12,147,532
185,076

12,332,608

12,388,331
5,287,088
13,599,337
7,432,855
1,830,919
5,131,249
8,269,036
1,087,667
1,440,354

56,466,836

(44,134,228)

(6,726,545)
5,291,910
20,849,289

19,414,654
(24,719,574)
94,068,041

69,348,467
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Centro Comprensivo de Cancer de la Universidad de Puerto Rico
(A Component Unit of the Commonwealth of Puerto Rico)

Statement of Cash Flows
Year Ended June 30, 2022

Cash flows from operating activities:
Cash received from patients and third party payor

Other cash receipts
Cash payments to suppliers

Cash payments to employees for salaries and benefits

Net cash used in operating activities

Cash flows from noncapital financing activities--
Cash received from grants and contributions

Cash flows from capital and related financing activities:

Acquisition of capital assets
Construction of capital assets
Net cash used in capital and related
financing activities

Net change in cash and restricted cash
Cash and restricted cash, at beginning of year

Cash and restricted cash, at end of year

Reconciliation of cash and restricted cash
to the statements of net position:

Cash
Restricted cash

Total cash, cash equivalents and restricted cash

The accompanying notes are an integral part of this statement.

$ 11,414,062
151,877
(30,648,791)
(17,603,351)

(36,686,203)

25,747,932

(4,085,199)
(7,689,532)

(11,774,731)

(22,713,002)
69,657,235

S 46944233
$ 6,027,601
40,916,632

S 46944233

(continued)
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Centro Comprensivo de Cancer de la Universidad de Puerto Rico

(A Component Unit of the Commonwealth of Puerto Rico)

Statement of Cash Flows (continued)
Year Ended June 30, 2022

Reconciliation of operating loss to net cash used in
operating activities:
Operating loss
Adjustments to reconcile operating loss to net cash
used in operating activities
Depreciation and amortization
Amortization of right-to use lease
Provision for bad debts - patients accounts receivable
Changes in assets and liabilities
(Increase) decrease in operating assets:
Patient accounts receivable
Other accounts receivable
Prepaid expenses
Other non-current assets
Increase (decrease) in operating liabilities:
Operating lease liability
Accounts payable and accrued expenses
Accrued payroll and other expenses

Total adjustments
Net cash used in operating activities

Supplemental schedule of non-cash noncapital financing activities:

$

$

(44,134,228)

8,269,036
182,617
5,742,321

(6,475,792)
(33,199)
(744,904)
(781,410)

(182,617)
1,399,904
72,069

7,448,025

(36,686,203)

Effective July 1, 2021, the Center adopted requirements of GASB Statement No. 87, Leases (GASB 87), which resulted in

the recognition of:
Right-to-use assets

Lease liability

The accompanying notes are an integral part of this statement.

$
$

1,069,934

1,069,934
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Centro Comprensivo de Cancer de la Universidad de Puerto Rico
(A Component Unit of the Commonwealth of Puerto Rico)

Notes to Financial Statements
June 30, 2022

(1)

Reporting entity:

“Centro Comprensivo de Cancer de la Universidad de Puerto Rico” (the "Center") is a component unit of the
Commonwealth of Puerto Rico (the “Commonwealth”) which was created by Law No. 230 (the "Law") of the
Legislature of the Commonwealth of Puerto Rico (the "Legislature") on August 26, 2004 as a separate and
independent entity from any other agency or instrumentality of the Commonwealth. The Center was created to
be the governmental entity principally responsible to execute public policy related to the prevention, orientation,
investigation, and treatment of cancer in Puerto Rico. The Center is exempt from all taxation in Puerto Rico
pursuant to the Law, as amended. Also pursuant to the Law, the Center has complete administrative and fiscal
autonomy, and will be excluded from the dispositions of Law No. 230 of July 23, 1974 of the Commonwealth,
as amended, also known as the "Law of Accounting of the Government of Puerto Rico."

On July 13, 2011, the Legislature through Law No. 141 amended the Law No. 230 and, among others,
changed the composition of the Board. The Board will consist of nine members as follows:

e  Four ex-officio members, which are the President of the University of Puerto Rico (the “University”), the
Chancellor of the Medical Science Campus of the University of Puerto Rico, the Secretary of the
Department of Health, and the Dean of the School of Medicine of the Medical Science Campus of the
UPR.

e  Five citizens of Puerto Rico who have shown commitment to the fight against cancer; one of which will
be a member of the "Liga Puertorriquefia Contra el Cancer"; two of which will be members of the cancer
research, study, and/or treatment community; one of which will be a member with experience in finance,
business administration or with previous experience in hospital or research clinic management; and one
of which will be a cancer patient. These five individuals will be appointed by the Governor of Puerto
Rico with the consent of the Senate.

On October 31, 2013, the Legislature through Law No. 128 amended Law No. 230 and, among others, require
direct participation of Ex-Officio members which previously could delegate their functions.

Also, this amendment changed the use of funds and assigned the total amount of recurring funds or $15 million
on an annual basis, to be used for capital related purposes, particularly for the construction of the Center's
clinical facilities.

On July 1, 2014, the Legislature of the Commonwealth issued Law No. 74 to amend section (1)(a) of Article 3
of Act No. 60 of 2013 to modify the use of the amounts allocated for the Comprehensive Cancer Center
Infrastructure Fund for Science and Technology. On July 2, 2015, the Legislature of the Commonwealth issued
Law No. 106 to amend Article 15 of Law 230 to modify the annual contributions the Center will receive. To this
end, the Center received $65.7 million for the fiscal year 2016-17 to cover the operating expenses and
construction projects.

The opening of the hospital was anticipated in phases, the first one specifically related to the first 6 floors of
operations and all electromechanical areas. Initial substantial completion was declared on October 6, 2016
which gave the hospital administration the capability of starting all necessary processes for accrediting the
hospital through the State Licensing System (SARAF). Final completion was declared in June 2017 and the
contractor left the premises by August 2017.
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Centro Comprensivo de Cancer de la Universidad de Puerto Rico
(A Component Unit of the Commonwealth of Puerto Rico)

Notes to Financial Statements
June 30, 2022

()

On October 10, 2019, the Center received the accreditation of the NIAHO® Hospital Accreditation Program
allowing the Center to participate in the Medicare and Medicaid program.

On August 16, 2020, the Legislature of the Commonwealth issued Act 128 to amend the Article12 of Act 230-
2004, as amended, known as the “Law of the Comprehensive Cancer Center of the University of Puerto Rico”.
This amendment excluded the Center from the provisions of Law 8-2017, as amended, known as the “Law for
the Administration and Transformation of Human Resources in the Government of Puerto Rico”; as well as the
provisions of Act No. 230 of July 23, 1974, as amended, known as the "Puerto Rico Government Accounting
Act"; of Law 3-2017, as amended, known as the “Law to Address the Economic, Fiscal and Budgetary Crisis to
Guarantee the Functioning of the Government of Puerto Rico”; of Law 26-2017, as amended, known as the
“Law of Compliance with the Fiscal Plan”; of Law 73-2019, as amended known as the “General Services
Administration Law for the Centralization of Procurement of the Government of Puerto Rico of 2019” and all
the regulations promulgated by virtue of said laws. The Center will maintain a General Regulation to implement
the provisions of this Law, as well as a Personnel Regulation and a Purchasing Regulation. Said regulations
must be approved in accordance with the Law of Uniform Administrative Procedures of the Government of
Puerto Rico, Law 38-2017, as amended, and shall maintain a healthy public administration, as well as the best
use of resources for efficiency in this public corporation”.

The certified fiscal plan approved by the Oversight Board of PROMESA allocates to the Center a $20 million
investment over two years, contingent upon the Center completing certain actions. This fiscal plan includes
that by May 2021, the Center will provide a Business Plan detailing specific actions that the Center will take
into consideration to become sustainable by fiscal year 2024. The Center completed the Business Plan and
received access to $10 million in Commonwealth’s contributions for fiscal year 2022. Meanwhile, the Center
must also focus on the implementation of the Electronic Health Records (“EHR”) to be completed during fiscal
year 2022. This will allow the Center to properly and timely bill health insurance providers, increase their
collections and reduce the margin of errors in the billing process. The EHR implementation was completed by
October 2021, as a result, the Center will have access to an additional $10 million during fiscal year 2023. The
Center must transition to be self-sufficient and rely on their own revenues starting in fiscal year 2024. See Note
(16).

Summary of significant accounting policies:

(a) Change in reporting entity -
The Center evaluated their reporting fund structure and effective July 1, 2021, the Center reclassified their
governmental funds into one enterprise fund for financial reporting purposes. Since opening the hospital
in August 2017, the Center main operations began to shift from an entity that was primarily supported from
Commonwealth’s contributions to one that charges fees to patients. The Center’s beginning net position
was not restated for this fund reclassification but changed the financial statements to be presented for the
current fiscal year. As a result of the fund reclassification, the basic financial statement for this fiscal year
adds a statement of cash flows, substitutes the statement of activities for a statement of revenues,
expenses and changes in net position and eliminated the fund financial statements.

(b) Enterprise fund financial statements -
The Center’s financial statements are presented as an enterprise fund and conform to the provisions of
Governmental Accounting Standards Board (GASB) Statement No. 34 (GASB No. 34), Basic Financial
Statements and Management’s Discussion and Analysis for State and Local Governments. GASB 34, as
amended, establishes standards for external financial reporting for all state and local government entities,
which includes a statement of net position, a statement of revenues, expenses and changes in net
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Centro Comprensivo de Cancer de la Universidad de Puerto Rico
(A Component Unit of the Commonwealth of Puerto Rico)

Notes to Financial Statements
June 30, 2022

()

position, and a statement of cash flows. It requires the classification of net position into three components:
net investment in capital assets, restricted, and unrestricted.

The statement of net position presents the Center's assets and liabilities, with the difference reported as
net position. Net position is reported in three categories:

e Net investment in capital assets - consists of capital assets, net of accumulated
depreciation and amortization, and reduced by any outstanding balances for notes and other
debt that are attributed to the acquisition, construction, or improvement of those assets.

e Restricted net position - results when constraints are placed on net position use, either
externally imposed by creditors, grantors, contributors, and the like, or imposed by law through
constitutional provisions or enabling legislation.

e Unrestricted net position - consists of net position that does not meet the definition of the two
preceding categories. Unrestricted net position often is designated, in order to indicate that
management does not consider them to be available for general operations. Unrestricted net
position often has constraints on use that are imposed by management, but such constraints may
be removed or modified.

Measurement focus basis of accounting -

The financial statements of the Center are presented using the economic resources measurement focus
and the accrual basis of accounting in conformity with accounting principles generally accepted in the
United States of America, as applicable to governmental units. Under this basis, revenues are recognized
when earned, regardless of when received, and expenses are recognized when incurred, regardless of
when paid. Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.

(d) Adoption of New Accounting Pronouncement and Standards -

The Center implemented Governmental Accounting Standards Board (GASB) Statement No. 87, Leases
(GASB 87) effective July 1, 2021. GASB 87 requires the recognition of certain lease assets and liabilities
for leases that previously were classified as operating leases and recognized as inflows of resources or
outflows of resources based on the payment provisions of the contract. It establishes a single model for
lease accounting based on the foundational principle that leases are financings of the right to use an
underlying asset. Under GASB 87, a lessee is required to recognize a lease liability and an intangible
right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of
resources, thereby enhancing the relevance and consistency of information about governments’ leasing
activities.

A lessee should recognize a lease liability and a lease asset at the commencement of the lease term,
unless the lease is a short-term lease or it transfers ownership of the underlying asset. The lease liability
should be measured at the present value of payments expected to be made during the lease term (less
any lease incentives). The lease asset should be measured at the amount of the initial measurement of
the lease liability, plus any payments made to the lessor at or before the commencement of the lease term
and certain direct costs.

A lessee should reduce the lease liability as payments are made and recognize an outflow of resources

(for example, expense) for interest on the liability. The lessee should amortize the lease asset in a
systematic and rational manner over the shorter of the lease term or the useful life of the underlying asset.
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Notes to Financial Statements
June 30, 2022

(e)

()

(9)

(h)

The Center evaluated contracts that were formerly accounted for as operating leases to determine
whether they meet the definition of a lease as defined in GASB 87. The contracts related to the lease of a
property and equipment meet the definition of a lease and the Center calculated and recognized a right-to-
use asset and related lease liability of $1,069,934 as of July 1, 2021. The beginning net position was not
restated as a result of the adoption of GASB 87.

Net patient service revenue and related receivables -

The Center has agreements with third-party payors that provide for payments to the Center at amounts
different from its established rates. Net patient service revenue and related receivable are recorded at the
time services to patients are performed at the estimated net realizable value amounts from patients, third-
party payors and others for services rendered, including estimated retroactive adjustments under
reimbursement agreements with third-party payors. Retroactive adjustments are accrued on an estimated
basis in the period the related services are rendered and adjusted in the future periods as final settlements
are determined.

Management estimates an allowance for doubtful accounts receivable based on evaluation of historical
losses, current economic conditions, and other factors unique to the Center’s customer base. The Center
evaluates the collectability of its accounts receivable based on the length of time the receivable is
outstanding, payor class, and historical experience. Accounts receivable are charged against the
allowance for uncollectable accounts when they are deemed uncollectible.

Prepaid expenses -
Certain payments to vendors represent costs applicable to future accounting periods and are

recorded as prepaid items in the accompanying statement of net position.

Inventories -
Inventories, consisting principally of medical supplies and pharmaceuticals, are stated at the lower of cost,
using the first-in/first-out method, or net realizable value.

Capital assets -
Capital assets include land, building and improvements, construction in progress, laboratory equipment,

office furniture and equipment, computer equipment, and information systems.

Capital assets are defined by the Center as assets that have a cost of $500 or more at the date of
acquisition and an expected useful life of two or more years. Purchased capital assets are valued at
historical cost. Donated fixed assets are recorded at fair value at the date of the donation.

Capital assets transferred from other governmental entities within the same financial reporting entity are

recorded at carrying value of the transferor. The cost of normal maintenance and repairs that do not add
value to the assets or materially extend assets lives are not capitalized.
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U]

1)

Capital assets are depreciated on the straight-line method over the assets estimated useful lives as
follows:

Useful lives
Description (Years)
Building 40
Building improvements 20
Cancer research and clinical trial equipment 10
Office furniture and equipment 3-7
Computer equipment 5

Impairment of capital assets -
The Center follows GASB No. 42, “Accounting and Financial Reporting for Impairment of Capital Assets

and for Insurance Recoveries”. The objective of GASB No. 42 is to establish accounting and financial
reporting standards for impairment of capital assets. A capital asset is considered impaired when its
service utility has declined significantly and unexpectedly. This statement also clarifies and establishes
accounting requirements for insurance recoveries.

Governments are required to evaluate 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 impairment include evidence of physical damage, enactment or
approval of laws or regulations or other changes in environmental factors, technological changes or
evidence of obsolescence, changes in the manner or duration of use of a capital asset, and construction
stoppage among others.

The Center evaluated its capital assets as required by GASB No. 42 and no impairment was identified
during the year ended June 30, 2022.

Compensated absences -
The Center accumulates vacation and sick leave when earned (or estimated to be earned) by the

employee. The employees of the Center hired before January 1, 2015 are entitled to thirty (30) days
of vacations and eighteen (18) days of sick leave annually. Employees hired on or after January 1,
2015, are entitled to fifteen (15) days of vacations and twelve (12) days of sick leave annually.

Vacations and sick leave can be accumulated up to a maximum of sixty (60) days and ninety (90) days,
respectively. In the event of employee resignation, the employee is paid for accumulated vacation days
up to the maximum allowed. Separation from employment prior to use of all or part of the sick leave,
terminates all rights for compensation.

The Center recognizes a liability for compensated absences when the following criteria are met:

(i) Obligation relating to employee's rights to receive compensation for future absences is
attributable to employee's services already rendered

(i) The obligation relates to rights that vest or accumulate

(iii) Payment of the compensation is probable

(iv) The amount can be reasonably estimated
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(k)

U]

In accordance with the above criteria and requirements as established by GASB No. 16, “Accounting
for Compensated Absences”, the Center has accrued a liability for compensated absences, which has
been earned but not taken by the Center’s employees as of June 30, 2022. Amounts are presented as
current and noncurrent compensated absences in the accompanying statement of net position.

Long-term liabilities -
Long-term debt and other long-term obligations are reported as non-current liabilities in the statement
of net position.

Leases -

The Center recognizes lease contracts or equivalents that have a term exceeding one year and the
cumulative future payments on the contract exceed $25,000 that meet the definition of another than short-
term lease. The Center uses a discount rate that is explicitly stated or implicit in the contract. When a
readily determinable discount rate is not available, the discount rate is determined using the Center’s
incremental borrowing rate at start of the lease for a similar asset type and term length to the contract.
Short-term lease payments are expensed when incurred. The Center recognizes lease expense on a
straight-line basis over the lease term.

(m) Employee benefit plan -

(n)

The Center sponsors a defined contribution profit sharing plan with cash or deferred arrangements under
the Popular Master Defined Contribution Retirement Plan and its Popular Master Trust. The Plan covers
substantially all employees who are over 18 year of age and comply with a minimum service of at least six
(6) months. The Center may make discretionary contributions to the Plan, which are recognized when due
and payable in accordance with the benefit terms.

Use of estimates -

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reported
period. Actual results could differ from those estimates.
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(o) Future adoption of accounting pronouncements:

GASB has issued the following standards that the Center has not yet adopted:

GASB Adoption required
Statement No. in fiscal year

91 Conduit Debt Obligations 2023*

94 Public-Private and Public-Public 2023
Partnership and Availability Payment
Arrangements

96 Subscription-Based Information 2023
Technology Arrangements

98 The Annual Comprehensive Financial 2023*
Report

99 Omnibus 2022 2023

100 Accounting changes and Error 2024

Corrections an amended to GASB
Statement No. 62
101 Compensated absences 2025

* Original effective date for those GASB Statements w ere
postponed by GASB w ill be effective starting on fiscal year

The Center is evaluating the impact that these statements may have, if any, on its future financial
statements.

(3) Cash:

Credit Risk -

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. All securities pledged as
collateral are held by the Secretary of the Treasury of the Commonwealth (“STC”).

As of June 30, 2022, the Center’s custodial credit risk on bank balances were as follows:

Carrying Custodial Credit Risk Category
amount Bank balance 1 2
$ 46,944,233 $ 48,406,412 $ 48,406,412 $ -

Following is a description of the categories of custodial credit risk:

Category Description
1 The deposits are collateralized by the Federal Deposit Insurance Corporation and

by the securities pledged with the STC.

2 The deposits are uncollateralized.
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(4)

(5)

Restricted Cash -

Cash in the aggregate amount $40,916,632 represent contributions from private organizations and individuals,
of which $2,756,439 were for cancer research and clinical trial purposes, $3,993,183 for radiotherapy
operations, $34,161,808 for Capital projects, and other contributions in the amount of $5,202.

The total balance of $40,916,632 has been included as restricted cash in the accompanying statement of net
position.

Net patient accounts receivable:

Net patient accounts receivable are primarily for hospital and radiotherapy services, and as of June 30, 2022
consisted of the following:

Hospital Radiotherapy Total
Patients and third-party payors $ 15,502,572 $ 5,034,684 $ 20,537,256
Less: allowance for doubtful
accounts (7,646,469) (3,621,969) (11,268,438)
Patients and third-party payors, net $ 7,856,103 $ 1412715 $ 9,268,818

Changes in allowance for doubtful accounts for the year ended June 30, 2022 are as follows:

Hospital Radiotherapy Total
Balance, beginning of year $ 2815273 $ 2,710,844 $ 5,526,117
Provision for bad debts 4,831,196 911,125 5,742,321
Balance, end of year $ 7,646,469 $ 3,621,969 $ 11,268,438

The Center grants credit without collateral to its patients, most of who are residents of Puerto Rico and are
insured under third-party payors agreements. The mix of receivables from patients’ and third-party payors at
June 30, 2022 are mainly from the Government Health Plan Vital, Medicare, and third party payors, among
others.

Net patient service revenue -

The Center has agreements with third-party payors that provide for payments to the Center at amounts
different from its established rates. Estimated contractual adjustments under third-party reimbursement
programs represent the difference between the Center’s billings at standard rates and amounts reimbursed by
third-party payors. They also include any differences between estimated third-party reimbursement settlements
for prior years and subsequent final settlements.

On October 10, 2019, the Center was found in compliance by the DNV GL Healthcare USA, Inc. by the U.S.

Department of Health and Human Services, Centers for Medicare and Medicaid Services, with the Medicare

Conditions of Participation for Hospitals (42 C.F.R. §482). The Center for Medicare and Medicaid Services of
the U.S. Department of Health and Human Services (CMS), the agency with oversight of the Medicare and
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Medicaid programs, provides “deemed status” for facilities having such accreditation. As a result, by being
accredited, the Center’s facilities are “deemed” to be in compliance with the Medicare and Medicaid conditions
of participation. The Center has been accredited for a period of three (3) years through October 10, 2022. See
Note (16).

The Medicare and Medicaid reimbursement programs represent a substantial portion of the Center’s revenues.
The Center’s operations are subject to numerous laws and regulations of federal, state and local governments.
These laws and regulations include, but are not necessarily limited to, matters such as licensure, accreditation,
government health care program participation requirements, reimbursement for patient services and Medicare
and Medicaid fraud and abuse.

Laws and regulations governing the Medicare and Medicaid programs are complex and subject to
interpretation. As a result, there is at least a reasonable possibility that recorded estimates may change.
Estimates for cost report settlements and contractual allowances can differ from actual reimbursements based
on the results of subsequent reviews and cost report audits.

A summary of the most significant agreements with major third-party payors follows:

*  Third-party payors - The Center has entered into payment agreements with certain commercial
insurance carriers and other healthcare organizations. The basis for payment to the Center under
these agreements includes prospectively determined rates per discharge, discounts from established
charges and prospectively determined daily rates.

¢ Medicare - Inpatient acute care services and outpatient services rendered to Medicare program
beneficiaries are paid at a prospectively determined rate per discharge. These rates vary according to
a patient classification system that is based on clinical, diagnostic, and other factors. Inpatient capital
costs are paid based on the fully prospective method.

*  Medicaid - Medicaid is a program through which the Federal Government provides assistance to
states and territories to pay medical expenses for certain groups of low-income people. The Puerto
Rico Department of Health is responsible for facilitating the eligibility and access processes to health
services offered to the medically indigent population and those socioeconomically disadvantaged
people who do not have a health plan. Since 1994, it has also assumed the function of determining
eligibility for the Puerto Rico Government Health Plan, Vital.

A summary of patient service revenue, net of contractual allowances and discounts, for the year ended
June 30, 2022 are as follows:

Hospital Radiotherapy Total
Gross patient service revenue $ 30,194,811 $ 21,709,983 $ 51,904,794
Contractual allowances (17,677,631) (16,337,310) (34,014,941)

12,517,180 5,372,673 17,889,853
Provision for bad debts (4,831,196) (911,125) (5,742,321)
Total $ 7,685,984 $ 4,461,548 $ 12,147,532
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Patient revenue, net of contractual allowances, disaggregated by payor for the year ended June 30, 2022
are as follows:

Hospital Radiotherapy Total
Medicare $ 4,006,146 $ 1,983,229 $ 5,989,375
Medicaid 4,785,550 1,471,449 6,256,999
Commercial insurance 3,113,045 1,099,821 4,212,866
Self-pay and others 612,439 818,174 1,430,613
Total $ 12,517,180 $ 5,372,673 $ 17,889,853

(6) Leases:

The Center leases the radiotherapy facilities under a non-cancellable operating lease agreement on
premises located in the “Dr. Isaac Gonzalez Martinez” Hospital (the Oncology Hospital), requiring monthly
rental payments of $18,343 through December 2026. In addition, the Center leases photocopiers under a
non-cancellable operating lease agreement requiring monthly payments of $1,070 through June 2025.
These assets are recognized as right-of-use assets within a corresponding lease liability. The lease liability
has been discounted at 5.1%. Detail for the assets and liabilities are as follows:

Beginning Deletions/ Ending
Balance ' Additions Adjustments Balance
Right-of-use assets:
Radiotherapy facilities $ 1,039,856 $ - $ - $ 1,039,856
Office equipment 30,078 - - 30,078
1,069,934 - - 1,069,934
Less: accumulated amortization for:
Radiotherapy facilities - (172,175) - (172,175)
Office equipment - (10,442) - (10,442)
- (182,617) - (182,617)
Net right-of-use assets $ 1,069,934 $ (182,617) $ - $ 887,317

! Beginning balance includes the impact of the implementation of GASB Statement No. 87, Leases.

Lease payments to maturity

Year ending June 30, Principal Interest Total
2023 $ 232,954 $ 40,803 $ 192,151
2024 226,534 30,839 195,695
2025 220,114 20,858 199,256
2026 220,114 10,455 209,659
2027 91,714 1,158 90,556
Total 991,430 104,113 887,317
Right-of-use lease liability, current portion (192,151)
Right-of-use lease liability, net of current portion $ 695,166
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(7)

(8)

Capital assets:

The following schedule summarizes the capital assets held by the Center as of June 30, 2022:

Balance at Retirements/ Balance at
June 30, 2021 Additions Adjustments June 30, 2022
Nondepreciable
Land $ 750,001 $ - $ - $ 750,001
Construction in progress - 7,689,532 - 7,689,532
Total capital assets, not being depreciated 750,001 7,689,532 - 8,439,533
Depreciable
Building 178,230,613 - - 178,230,613
Building improvements 6,563,248 61,494 - 6,624,742
Equipment 38,607,834 4,023,705 - 42,631,539
Total capital assets, being depreciated 223,401,695 4,085,199 - 227,486,894
Less: accumulated depreciation and amortization (39,460,281) (8,269,036) - (47,729,317)
Total capital assets, being depreciated, net 183,941,414 (4,183,837) - 179,757,577
Total capital assets, net $ 184,691,415 $ 3,505,695 $ - $ 188,197,110

Land includes a land lot with a carrying value of $1, but with an appraised value of $7,500,000 as of August
2007. The land serves as collateral for the $196 million note payable to the GDB as described in Note (10).

Depreciation expense amounted to $8,269,036 for the year ended June 30, 2022, and is included in the
accompanying statement of revenues, expenses and changes in net position.

Construction in progress:

On March 12, 2021, the Center and the Puerto Rico Infrastructure Financing Authority entered into an
agreement for the planification, auction, management, construction, inspection, and administration of the
construction of a new building for administrative office spaces, outpatient clinics, parking, and radiotherapy
center building for which the Commonwealth committed to the Center approximately $35 million.

Construction in progress is stated at cost, which includes the cost of construction and other direct costs
attributable to the construction. No provision for depreciation is made on construction in progress until such
time as the relevant assets are completed. At this time the assets are capitalized to their appropriate capital
asset category upon the earlier occurrence of either the execution of substantial completion contract

documents, occupancy or the asset is placed into service. Construction in progress at June 30, 2022 consist of
the following:

Projects:

Parking, Radiotherapy Center and Clinical Research projects- Design,

permisology and supervision $ 6,048,217
Substation repairs & Switch Gear 801,732
Roof waterprofing 622,595
Janitor room, Body Hold, Biomedical Waste Room remodelation 216,988

S 7689532
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(9) Compensated absences:

The following is a summary of the changes in compensated balances for the year ended June 30, 2022:

Balance at Requirement/ Balance at Due within Due over
July 1, 2021 Additions Adjustments June 30, 2022 one year one year
Compensated
absences $ 2,776,458 $ 1,336,765 $ 1,264,697 $ 2,848,526 $ 1,494,873 $ 1,353,653

(10) Notes payable to GDB:

The activity of notes payable for the year ended June 30, 2022 is as follows:

Balance at Balance at
July 1,2021 Additions Reductions June 30,2022
Note payable $75 million $ 31,932,464 $ - $ - $ 31,932,464
Note payable $196 million 88,549,934 - - 88,549,934
Total governmental activities $ 120,482,398 $ - $ - $ 120,482,398
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Notes payable as of June 30, 2022 consist of the following:

Description Amount

On August 22, 2007, the Center entered into an $18 million non-revolving line of credit

agreement with the Puerto Rico Government Development Bank ("GDB") to build the

Center's administrative offices and research facilities. On May 29, 2008, the

agreement was amended, mainly to increase the maximum borrowing amount to $75

million, to extend the maturity date up to October 31, 2021 and to finance the

construction of the Hospital. Balance will be repaid from future annual contributions of

the Commonwealth pursuant to Law 230 of August 25, 2004, as negotiated between

the Puerto Rico Office of Management and Budget and GDB. The nonrevolving line of

credit bears interest at a fixed rate of 6.00%. $ 31,932,464

On November 18, 2013, the Center entered into a non-revolving line of credit
agreement facility up to an aggregate principal amount not to exceed $196 million with
GDB, for the construction and development of a ninety-six (96) beds hospital, a multi-
disciplinary outpatient clinic, a diagnostic imaging center and a medical oncology
infusion unit in a land lot property of the Center, located in the Municipality of San
Juan. The principal amount shall be payable in twentyeight (28) consecutive annual
installments of principal and interest computed at a rate per annum equal to the sum
of Prime Rate, plus 200 basis points, with the funds assigned by Law No. 128 dated
on October 31, 2013, as amended, that have been legally pledged to the Center, on
the last business day of December of each year. The annual installments payments
were supposed to commence the last business day of December 2016 and the final
and twenty-eight (28th) installment shall be due and payable on the last business day
of December 2043. 88,549,934

$ 120,482,398

28



Centro Comprensivo de Cancer de la Universidad de Puerto Rico
(A Component Unit of the Commonwealth of Puerto Rico)

Notes to Financial Statements
June 30, 2022

(11)

Interest expense incurred during the fiscal year ended June 30, 2022 amounted to $6,726,545, which
were accrued and presented within accrued interest payable in the accompanying statement of net
position. No interest payments were made during the year ended June 30, 2022.

On November 29, 2018, GDB completed a restructuring of certain of its indebtedness pursuant to a Qualifying
Modification under Title VI of PROMESA (the Qualifying Modification). Under the Qualifying Modification,
holders of certain bond and deposit claims against GDB exchanged their claims for bonds issued by a newly
created public instrumentality—the GDB Debt Recovery Authority (“GDB DRA”) created under Act No. 109 of
August 24, 2017, known as the Government Development Bank for Puerto Rico Debt Restructuring Act (the
GDB Restructuring Act)—and GDB transferred to such entity its municipal loan portfolio, a portion of its public
entity loan portfolio, its real estate owned assets and its unencumbered cash. In addition, pursuant to the GDB
Restructuring Act, claims on account of deposits held by the Commonwealth and other public entities were
exchanged for interest in a newly formed trust created pursuant to the GDB Restructuring Act, titled the Public
Entity Trust (“the PET").

Under the GDB Restructuring Act, the balance of liabilities owed between the Commonwealth and its agents,
instrumentalities and affiliates (each a Non-Municipal Government Entity) and GDB were determined by
applying the outstanding balance of any deposits held at GDB in a Non-Municipal Government Entity’s name
against the outstanding balance of any loan of such Non-Municipal Government Entity owed to GDB or of any
bond or note of such Non-Municipal Government Entity held by GDB as of such date. Those Non-Municipal
Government Entities having net claims against GDB, after giving effect to the foregoing adjustment received
their pro rata share of interests in the PET, which was deemed to be full satisfaction of any and all claims such
Non-Municipal Government Entity may have against GDB.

The Center’s notes payable were not transferred to GDB DRA or the PET pursuant to the Qualifying
Modification. GDB retained ownership of the Center’s notes payable. See Note (15).

The credit agreements include various affirmative and negative covenants, which the Center should comply
with. Management is not aware of any violations to the covenants.

Related parties’ transactions:

A summary of the most significant related party transactions as of June 30, 2022, and for the year then ended
are as follows:

(@) Commonwealth -
Law No. 230 of August 26, 2004 requires the Commonwealth to provide contributions for operating
purposes of the Center. Also, pursuant to amendments to Law No. 230, the Commonwealth is required to
repay the notes payable through future contributions. From fiscal year 2016 up to fiscal year 2044, the
Commonwealth will provide annual contributions up to a maximum amount of $15,000,000 for debt service
purposes. However, no such contributions were received.

During the year ended June 30, 2022, the Center received contributions from the Commonwealth
amounting to approximately $20,248,000 for operations and for research and development activities.
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(12)

(13)

(14)

(b) Medical Science Campus -
The Medical Science Campus (“MSC”) is part of the University and the Center charges for utilities
expenses related to the research facilities. Also, the MSC charges salaries and fringe benefits of faculty
which has joint appointments or support personnel who work directly with the faculty. During the year
ended June 30, 2022, the Center was charged approximately $2,309,017 for these services of which as of
June 30, 2022 remained as due to MSC. Also, the Center charged the MSC for utilities in the amount of
$514,534.

(c) Other related party transactions -
As of June 30, 2022, the Center had accounts payable to the Puerto Rico Electric Power Authority and the
Puerto Rico Infrastructure Financing Authority, component units of the Commonwealth, amounting to
approximately $886,000 and $1,424,327, respectively, and are presented within accounts payable and
accrued liabilities in the accompanying statement of net position.

Federal awards:

The Center participates in a number of federal financial programs. These programs are subject to audits in
accordance with the provisions of the Office of Management and Budget (OMB) Uniform administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (“Uniform Guidance”) or to
compliance audits by grantor agencies.

Contingencies:

(@) The Health Insurance Portability and Accountability Act (“HIPAA”) was enacted in August of 1996 to
assure health insurance portability, reduce healthcare fraud and abuse, guarantee security and privacy of
health information and enforce standards for health information. Organizations are subject to significant
fines and penalties if they are found not to be in compliance with the provisions outlined in the regulations.
Management is of the opinion that all its facilities are in compliance with HIPAA regulations.

(b) The Center participates in a number of federal financial assistance programs. Entitlement to the resources
is generally based on compliance with the terms and conditions of the grant agreements and applicable
federal regulations, including the expenditures of the resources for eligible purposes. Any non-compliance
or disallowed costs, including amounts already collected, may constitute a liability of the applicable
agreements. The amount of expenditures which may be disallowed under these agreements, if any,
cannot be determined at this time.

Pension plan:

The Center sponsors a defined contribution profit sharing plan with cash or deferred arrangements (“the Plan”).
The Plan was created on January 1, 2015 under the Popular Master Defined Contribution Retirement Plan and
its Popular Master Trust. The Plan covers substantially all employees who are over 18 year of age and comply
with a minimum service of at least six (6) months. Eligible employees may contribute up to $15,000 of pre-tax
annual compensation, as established by Act No. 1 of January 31, 2011 of the Internal Revenue Code for a new
Puerto Rico. Eligible employees who have attained age 50 before December 315t are eligible to make catch-up
contributions of $1,500. After tax contributions are also permitted up to 10% of eligible compensation, as
defined by the Plan Adoption Agreement. The Center may make discretionary contributions to the Plan.
Contributions made by eligible employees are immediately vested.
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Vesting on the Center’s matching contributions, including accumulated earnings thereon, is based on years of
continuous service as follows:

Vesting Percentage Years of service
25% 2
50% 3
75% 4
100% 5

Notwithstanding the above, contributions become fully vested upon death, disability and plan termination.
Forfeitures on non-vested amounts are used as determined by the Center.

The Center’s contributions to the Plan amounted to $214,812 during the year ended June 30, 2022.

(15) Going concern:

The Center entered into loan agreements with the Puerto Rico Government Development Bank (“GDB”) for the
development of its research and clinical facilities, including the renovation and expansion of its Research and
Development Building, the renovation and improvement of the facilities where its Radiotherapy Center
operates, and the construction of a specialized cancer hospital and clinical research.

On May 15, 2017, the Puerto Rico Fiscal Agency and Financial Advisory Authority (AAFAF) and GDB entered
into a Restructuring Support Agreement (the “RSA”) with a significant portion of GDB’s creditors. The parties to
the RSA agreed to undertake a financial restructuring of GDB pursuant to a Qualifying Modification under Title
VI of PROMESA (the “Qualifying Modification”). On August 9, 2018, GDB commenced the solicitation of votes
on the Qualifying Modification and on August 10, 2018 commenced an action to obtain court approval of the
Qualifying Modification. Following the conclusion of voting on September 12, 2018, GDB announced it received
the necessary votes from holders of claims subject to the Qualifying Modification (the “Participating Bond
Claims”) to approve the Qualifying Modification, as required under PROMESA. On November 6, 2018, the
Qualifying Modification was approved by the Federal Court. On November 29, 2018, the AAFAF and the GDB
announced the consummation of the Qualifying Modification.

Under the Qualifying Modification, holders of certain bond and deposit claims exchanged their claims for bonds
issued by a newly created public instrumentality—the GDB Debt Recovery Authority (the “Debt Recovery
Authority”)—and GDB transferred to such entity its municipal loan portfolio, a portion of its public entity loan
portfolio, its real estate owned assets and its unencumbered cash. The Center’s notes payable were not
transferred to GDB DRA or the PET pursuant to the Qualifying Modification. GDB retained ownership of the
Center’s notes payable.

Pursuant to amendments to Law No. 230, repayment of the Center’s notes payable should be made through
annual contributions received from the Commonwealth. Commencing from fiscal year 2016 up to fiscal year
2044, the Commonwealth should provide annual contributions to the Center, up to a maximum amount of
$15,000,000, for debt service purposes. However, as of June 30, 2022, no such contributions were received,
and as such, the Center’s notes payable have not been repaid when due. As of the date of the financial
statements were available to be issued, there has been no negotiations between the Center and GDB for the
repayment of such notes payable neither funds have been assigned by the Commonwealth to the Center for
the repayment of these notes.
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(16)

Due to the conditions and events described above, the Center's management believes substantial doubt exists
as to the Center’s ability to continue as a going concern.

Subsequent events:

Subsequent events were evaluated through October 31, 2023, the date the financial statements were available
to be issued, to determine if such events should be recognized or disclosed in the fiscal year 2022 financial
statements.

On August 30, 2022, the Center’s accreditation granted by DNV GL Healthcare USA, Inc. by the U.S.
Department of Health and Human Services, Centers for Medicare and Medicaid Services, with the Medicare
Conditions of Participation for Hospitals (42 C.F.R. §482) was extended up to October 10, 2025.

In addition, the Commonwealth approved contributions to the Center for fiscal year 2023 amounted to $20.1

million, and also the Center was granted additional funds for fiscal year 2023 in the amount of $10 million for
the Center’s operations.
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Independent Auditors’ Report on Internal Control Over Kevane Grant Thornton LLP

Financial Reporting and on Compliance and Other 33 Bolivia Street

Matters Based on an Audit of Financial Statements Performed in Suite 400

Accordance with Government Auditing Standards San Juan, Puerto Rico 009172013
T+1787 7641915
F+1787 7611284

To the Board of Directors of

Centro Comprensivo de Cancer de la Universidad de Puerto Rico: E kgt@prgt.com

linkadin.com/compony/kevanse-grant-tharnton
facebook.com/kevanegrantthornion

We have audited, in accordance with the 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, the financial statements of Centro Comprensivo de
Cancer de la Universidad de Puerto Rico (the “Center”), as of and for the year ended June 30, 2022, and
the related notes to the financial statements, which collectively comprise the Center’s basic financial
statements, and have issued our report thereon dated October 31, 2023. Our report on the financial
statements includes an emphasis of matter paragraph discussed in Note (14) which states along with other
matters, that the Center is highly dependent on the Commonwealth of Puerto Rico (the “Commonwealth”) to
finance its operations and that the severity of the financial risks and uncertainties, including liquidity risks
faced by the Commonwealth, raises substantial doubt about the Center’s ability to continue as a going
concern.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Center’s internal control
over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion of the effectiveness of the Center’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Center’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the Center’s
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of the internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or, significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

Audit | Tax | Advisory | Outsourcing

Kevane Grant Thornton LLP, all rights reserved

Kevane Grant Thornton LLP is a member firm of Grant Thornton International Ltd (GTIL) and each member firm are a separate legal

entity. Services are delivered independently by the member firm. GTIL does not provide services to clients. GTIL and its member firms

are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions grantthornton.pr
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Center’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
financial statements. However, providing an opinion on compliance with those provisions was not an objective
of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the Center’s internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Center’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

N s 7 Horn o

San Juan, Puerto Rico,
October 31, 2023.
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