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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF PUERTO RICO
In re:
THE FINANCIAL OVERSIGHT AND
MANAGEMENT BOARD FOR PUERTO RICO,
as representative of
THE COMMONWEALTH OF PUERTO RICO, et al.,

PROMESA
Title III
No. 17 BK 3283-LTS
(Jointly Administered)

Debtors.1
THE FINANCIAL OVERSIGHT AND
MANAGEMENT BOARD FOR PUERTO RICO,
as representative of

Adv. Proc. No. 20-_____-LTS
PROMESA
Title III

THE COMMONWEALTH OF PUERTO RICO,
Plaintiff,
v.
AMBAC ASSURANCE CORPORATION,
ASSURED GUARANTY CORP., ASSURED
GUARANTY MUNICIPAL CORP., NATIONAL
PUBLIC FINANCE GUARANTEE CORPORATION,
FINANCIAL GUARANTY INSURANCE
COMPANY, PEAJE INVESTMENTS LLC, and THE
BANK OF NEW YORK MELLON, as Fiscal Agent,
Defendants.
COMPLAINT OBJECTING TO DEFENDANTS’ CLAIMS AND SEEKING
RELATED RELIEF

1

The Debtors in these Title III Cases, along with each Debtor’s respective Title III case number and the last four (4)
digits of each Debtor’s federal tax identification number, as applicable, are the (i) Commonwealth of Puerto Rico
(Bankruptcy Case No. 17-BK-3283- LTS) (Last Four Digits of Federal Tax ID: 3481); (ii) Puerto Rico Sales Tax
Financing Corporation (“COFINA”) (Bankruptcy Case No. 17-BK-3284-LTS) (Last Four Digits of Federal Tax ID:
8474); (iii) Puerto Rico Highways and Transportation Authority (“HTA”) (Bankruptcy Case No. 17-BK-3567-LTS)
(Last Four Digits of Federal Tax ID: 3808); (iv) Employees Retirement System of the Government of the
Commonwealth of Puerto Rico (“ERS”) (Bankruptcy Case No. 17-BK-3566-LTS) (Last Four Digits of Federal Tax
ID: 9686); (v) Puerto Rico Electric Power Authority (“PREPA”) (Bankruptcy Case No. 17- BK-4780-LTS) (Last
Four Digits of Federal Tax ID: 3747); and (vi) Puerto Rico Public Buildings Authority (“PBA”) (Bankruptcy Case
No. 19-BK-5233-LTS) (Last Four Digits of Federal Tax ID: 3801) (Title III case numbers are listed as Bankruptcy
Case numbers due to software limitations).
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Pursuant to (i) Rules 3007, 7001(1), (2), (8), and (9) of the Federal Rules of Bankruptcy
Procedure, made applicable to these Title III cases by section 310 of the Puerto Rico Oversight,
Management, and Economic Stability Act (“PROMESA”),2 and (ii) the Interim Case
Management Order for Revenue Bonds, dated December 19, 2019 [ECF No. 9620], the
Commonwealth of Puerto Rico (the “Commonwealth” or “Plaintiff”), by and through the
Financial Oversight and Management Board for Puerto Rico, as the sole representative of the
Commonwealth pursuant to section 315(b) of PROMESA (and solely in that capacity, the
“Oversight Board”), brings this complaint (“Complaint”) against Defendants:3
NATURE OF ACTION
1.

The Oversight Board brings the Complaint objecting to certain proofs of claim

and priorities asserted therein and objecting to the validity and priority of certain liens or security
interests asserted therein regarding the Commonwealth’s retention of certain revenues
previously, but no longer, appropriated to the Puerto Rico Highways and Transportation
Authority (as defined above, “HTA”).4
2.

HTA funded some of its activities with bonds. Certain taxes and fees levied and

collected by the Commonwealth were historically appropriated and transferred to HTA (the
“HTA Allocable Revenues”). HTA granted a security interest against (i) the HTA Allocable
Revenues, and (ii) specified tolls levied by HTA itself (the “HTA Toll Revenues”) to secure the
bonds.
2

PROMESA has been codified at 48 U.S.C. §§ 2101–2241.
Defendants in this action are Ambac Assurance Corp. (“Ambac”), Assured Guaranty Corp. (“AGC”), Assured
Guaranty Municipal Corp. (“AGMC”), National Public Finance Guarantee Corporation (“National”), Financial
Guaranty Insurance Company (“FGIC”), Peaje Investments LLC (“Peaje”), and The Bank of New York Mellon as
Fiscal Agent (“BNYM” or the “Fiscal Agent,” and together with Ambac, AGC, AGMC, National, FGIC, and Peaje,
“Defendants”).
4
Plaintiff reserves its right to raise additional objections to any other claims asserted by Defendants in their Proofs
of Claim (as defined below) or otherwise, and reserves its right to commence additional proceedings or file
objections on any basis to any claims filed in connection with the Bonds (as defined herein).
3

2
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HTA issued several series of bonds pursuant to two resolutions: bonds issued by

HTA pursuant to Resolution No. 68-18 (the “1968 Resolution,” and the bonds issued thereunder,
the “1968 Bonds”), and bonds issued by HTA pursuant to Resolution No. 98-06 (the “1998
Resolution,” and the bonds issued thereunder, the “1998 Bonds,” and collectively with the 1968
Bonds, the “Bonds,” and the 1968 Resolution with the 1998 Resolution, the “Resolutions”).
Pursuant to the Resolutions, payments on the Bonds are funded expressly and exclusively
through amounts deposited in two accounts. Payments on the 1968 Bonds are funded through
amounts deposited into the 1968 Sinking Fund (defined below)5 and payments on the 1998
Bonds are funded through amounts deposited into the 1998 Sinking Funds.
4.

The Bonds are non-recourse. In addition, the Commonwealth is neither an issuer

nor a guarantor of the Bonds, and, as the Enabling Act and HTA Bond Materials state, the
Commonwealth has no liability with respect to the Bonds.
5.

Defendants filed Proofs of Claim in the Commonwealth Title III Case asserting

the Commonwealth has liability for not appropriating and transferring HTA Allocable Revenues
to HTA, asserting various constitutional, statutory and contractual theories to render them
allowable. Defendants’ claims should all be disallowed in their entirety.
PARTIES
6.

The Oversight Board is an entity within the Commonwealth government

established pursuant to PROMESA.

In this action, the Oversight Board serves as the

Commonwealth’s sole representative pursuant to PROMESA section 315(b), and is acting only
in that capacity herein.

5

Capitalized terms not defined under the Nature of Action are defined below.

3
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Defendant Ambac is a Wisconsin-domiciled stock insurance corporation with its

principal place of business at One State Street Plaza, New York, New York 10004. Ambac filed
Claim Nos. 50420, 83010, and 122277 in the Commonwealth Title III Case on June 26, 27, and
28, 2018, respectively, for the 1968 and 1998 Bonds it allegedly holds and/or insures (the
“Ambac Claim”).6
8.

The Ambac Claim asserts a secured claim against the Commonwealth and alleges,

among other things, (i) statutory liens against the HTA Allocable Revenues, (ii) perfected
security interests against the HTA Allocable Revenues, (iii) the Commonwealth’s purported
failure to appropriate and transfer the HTA Allocable Revenues to HTA was unlawful and a
breach of contract and/or gave rise to various tort claims, (iv) the Ambac Claim should be
afforded first priority status, (v) violations of the Takings Clause, (vi) violations of the Contract
Clause, (vii) violations of the Due Process Clause, (viii) violations of PROMESA section 407,
(ix) subrogation to the claims of holders of Bonds (the “Bondholders”), and (x) a reservation of
Ambac’s right to assert administrative expense priority.
9.

Defendant AGC is a Maryland insurance company with its principal place of

business at 1633 Broadway, New York, New York 10019. AGC filed Claim Nos. 33081 and
57622 in the Commonwealth Title III Case on May 25, 2018 for the 1968 and 1998 Bonds it
allegedly holds and/or insures (the “AGC Claim”).7
10.

The AGC Claim asserts a secured claim against the Commonwealth and alleges

(i) statutory liens against the HTA Allocable Revenues, (ii) perfected security interests against
6

Because the three proofs of claim filed by Ambac are identical and duplicative, this Complaint treats them as a
single proof of claim. All references to the “Ambac Claim in the Commonwealth Title III Case” refer to all three
separately filed proofs of claim.
7

Because both proofs of claim filed by AGC in the Commonwealth Title III Case are identical and duplicative, this
Complaint treats them as a single proof of claim. All references to the “AGC Claim” refer to both separately filed
proofs of claim.

4
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the HTA Allocable Revenues, (iii) violations of PROMESA section 407, (iv) violations of the
Takings Clause, (v) violations of the Contract Clause, (vi) violations of the Due Process Clause,
(vii) breaches of contract and tort claims arising from the Commonwealth’s purported failure to
appropriate and transfer HTA Allocable Revenues to HTA, (viii) subrogation to the claims of
Bondholders, (ix) claims to ownership of the HTA Allocable Revenues, and (x) administrative
expense priority.
11.

Defendant AGMC is a New York insurance company with its principal place of

business at 1633 Broadway, New York, New York 10019. AGMC filed Claim No. 27427 in the
Commonwealth Title III Case on May 25, 2018 for the 1968 and 1998 Bonds it allegedly holds
and/or insures (the “AGMC Claim”).
12.

The AGMC Claim asserts a secured claim against the Commonwealth and alleges

(i) statutory liens against the HTA Allocable Revenues, (ii) perfected security interests against
the HTA Allocable Revenues, (iii) violations of PROMESA section 407, (iv) violations of the
Takings Clause, (v) violations of the Contract Clause, (vi) violations of the Due Process Clause,
(vii) breaches of contract and tort claims arising from the Commonwealth’s purported failure to
appropriate and transfer HTA Allocable Revenues to HTA, (viii) subrogation to the claims of
Bondholders, (ix) claims to ownership of the HTA Allocable Revenues, and (x) administrative
expense priority.
13.

Defendant National is a New York insurance company with its principal place of

business at 1 Manhattanville Road, Purchase, New York 10577. National filed Claim No. 30114
in the Commonwealth Title III Case on May 25, 2018 for the 1968 and 1998 Bonds it allegedly
holds and/or insures (the “National Claim”).

5
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The National Claim asserts a secured claim against the Commonwealth and

alleges, among other things, (i) statutory liens against the HTA Allocable Revenues, (ii)
perfected security interests against the HTA Allocable Revenues, (iii) the HTA Allocable
Revenues are special revenues, (iv) the Toll Revenues and excise tax revenues constitute trust
funds that are property of HTA held for the benefit of Bondholders, (v) the Commonwealth’s
retention of the HTA Allocable Revenues was unlawful, (vi) violations of the Takings Clause,
(vii) violations of the Contract Clause, (viii) violations of the Due Process Clause, and (ix)
violations of PROMESA section 407.
15.

Defendant FGIC is a New York stock insurance corporation with its principal

place of business at 463 Seventh Avenue, 16th Floor, New York, New York 10018. FGIC filed
Claim No. 101243 in the Commonwealth Title III Case on June 28, 2018 for the 1968 and 1998
Bonds it allegedly holds and/or insures (the “FGIC Claim”).
16.

The FGIC Claim asserts a secured claim against the Commonwealth and alleges

(i) statutory liens against the HTA Allocable Revenues, (ii) the HTA Allocable Revenues are
special revenues, (iii) violations of the Takings Clause, (iv) violations of the Contract Clause, (v)
violations of the Due Process Clause, (vi) violations of PROMESA section 407, (vii) the
Commonwealth’s retention of the HTA Allocable Revenues was unlawful, and (viii) subrogation
to the claims of Bondholders.8
17.

Defendant Peaje is a Delaware limited liability company with its principal place

of business in New York, New York. Peaje filed Claim No. 101312 in the Commonwealth Title

8
The answer, counterclaim, and third-party claim filed by FGIC against HTA and the Commonwealth in Adv. Proc.
No. 19-00363-LTS [ECF No. 4], involves the 1998 Bonds and alleges, among other things, (i) equitable liens
against the HTA Allocable Revenues, (ii) the conditions precedent for retaining the HTA Allocable Revenues do not
exist and any transfers are ultra vires and void ab initio, (iii) statutory liens against the HTA Allocable Revenues,
(iv) security interests against the HTA Allocable Revenues, (v) the liens are perfected, (vi) the Revenues are special
revenues, (vii) violations of the Takings Clause, and (viii) violations of the Due Process Clause. [CONFORM]

6
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III Case for the 1998 Bonds it allegedly holds (the “Peaje 1998 Claim”) and Claim No. 92706 for
the 1968 Bonds it allegedly holds (the “Peaje 1968 Claim”).
18.

The Peaje 1968 Claim asserts secured claims against the Commonwealth and

alleges (i) statutory liens against the HTA Allocable Revenues, (ii) perfected security interests
against the HTA Allocable Revenues, (iii) the statutory liens and security interests against the
HTA Allocable Revenues are perfected, (iv) the HTA Allocable Revenues are special revenues,
(v) the HTA Allocable Revenues are held in a trust for the benefit of Bondholders, (vi) the
Commonwealth’s retention of the HTA Allocable Revenues was unlawful, (vii) violations of the
Takings Clause, (viii) violations of the Contract Clause, and (ix) violations of PROMESA section
407.
19.

The Peaje 1998 Claim asserts secured claims against the Commonwealth and

alleges (i) statutory liens against the HTA Allocable Revenues, (ii) perfected security interests
against the HTA Allocable Revenues, (iii) the statutory liens and security interests against the
HTA Allocable Revenues are perfected, (iv) the HTA Allocable Revenues are special revenues,
(v) the HTA Allocable Revenues are held in a trust for the benefit of Bondholders, (vi) the
Commonwealth’s retention of the HTA Allocable Revenues was unlawful, (vii) violations of the
Takings Clause, (viii) violations of the Contract Clause, and (ix) violations of PROMESA section
407.
20.

Defendant BNYM is a bank organized under the laws of the State of New York

having its principal place of business at 225 Liberty Street, New York, New York 10007.
BNYM acts as the Fiscal Agent for the Bonds under the Resolutions. Pursuant to the Bar Date
Orders, BNYM filed a proof of claim in the Commonwealth Title III Case for the 1968 Bonds as

7
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a contingent and unliquidated claim, which was logged by Prime Clerk LLC (“Prime Clerk”) as
Claim No. 26541 (the “1968 Bond Master Proof of Claim”).
21.

BNYM filed a proof of claim in the Commonwealth Title III Case for the 1998

Bonds as a contingent and unliquidated claim, which was logged by Prime Clerk as Claim No.
21286 (the “1998 Bond Master Proof of Claim,” and together with the 1968 Bond Master Proof
of Claim, the “Master Proofs of Claim” and collectively with the other Defendants’ proofs of
claim, the “Proofs of Claim”).”
22.

The 1968 Master Proof of Claim asserts a secured claim against the

Commonwealth and alleges (i) statutory liens against the HTA Allocable Revenues, (ii) security
interests against the HTA Allocable Revenues, (iii) violations of the U.S. and Commonwealth
Constitutions, (iv) violations of PROMESA section 407, (v) the Commonwealth’s retention of
the HTA Allocable Revenues was unlawful, and (vi) administrative expense priority.
23.

The 1998 Master Proof of Claim asserts a secured claim against the

Commonwealth and alleges (i) statutory liens against the HTA Allocable Revenues, (ii) security
interests against the HTA Allocable Revenues, (iii) violations of the U.S. and Commonwealth
Constitutions, (iv) violations of PROMESA section 407, (v) the Commonwealth’s retention of
the HTA Allocable Revenues was unlawful, and (vi) administrative expense priority.
JURISDICTION AND VENUE
24.

This Court has subject-matter jurisdiction over this adversary proceeding pursuant

to PROMESA sections 306(a) and 306(b) because it arises under PROMESA Title III, in a Title
III case, relates to the Commonwealth’s underlying Title III case, and/or involves disputes over
property of the Commonwealth and/or HTA.
25.

This Court has personal jurisdiction over each Defendant pursuant to PROMESA

section 306(c).
8
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Venue is proper under PROMESA section 307 because this adversary proceeding

is brought in a PROMESA Title III case pending in the District of Puerto Rico.
27.

This adversary proceeding is brought pursuant to Rules 3007, 7001(1), (2), (8),

and (9) of the Federal Rules of Bankruptcy Procedure and Bankruptcy Code sections 502, 506,
509, 544(a), 550, 551, 552, 902, 927, and 928(b), made applicable to this proceeding pursuant to
PROMESA section 301(a).
FACTS
I.

The HTA Enabling Act and the Revenues Conditionally Allocated to HTA
28.

HTA is a public corporation established by the Legislative Assembly pursuant to

Act No. 74-1965 (as amended, the “Enabling Act”), codified at 9 L.P.R.A. §§ 2001–2035. To
partially fund HTA’s activities, the Commonwealth historically appropriated to HTA, on a
conditional basis, certain tax and license revenues for HTA to use for its corporate purposes
(defined above as the HTA Allocable Revenues). 9 L.P.R.A. § 2004(l); see also 13 L.P.R.A. §
31751(a)(1).
29.

The HTA Allocable Revenues consist of certain proceeds from Gas Taxes,

Cigarette Taxes, and Vehicle License Fees. 13 L.P.R.A. § 31751(a)(1) and (a)(3) provide the
“sum of the tax collected on gasoline and four cents (4¢) of the gas oil or diesel oil tax,” and
“revenues collected from the tax on cigarettes . . . up to twenty million dollars [annually] . . .
shall be covered into a special deposit account in favor of [HTA] for its corporate powers and
purposes.” 9 L.P.R.A. § 5681 provides motor vehicle license fees shall “be covered in its
entirety into a Special Deposit Account in the name and for the benefit of [HTA].” These
statutes are referred to collectively herein as the “HTA Allocable Revenue Statutes,” and
individually as the “Gas Tax,” the “Cigarette Tax,” and the “Vehicle License Fee,” respectively.

9
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The Enabling Act provides HTA the ability to issue bonds. The Enabling Act

provides HTA the power to “issue bonds . . . and to secure payment of bonds . . . by pledge of, or
other lien on, all or any of its properties, revenues or other income, and subject to the provisions
of § 8 of Art. VI of the Constitution of the Commonwealth, pledge to the payment of said bonds
and interest thereon, the proceeds of any tax or other funds which may be made available to
[HTA] by the Commonwealth.” 9 L.P.R.A. § 2004.
31.

The Enabling Act provides HTA is authorized to, among other things, issue bonds

secured by revenue it anticipates may be appropriated to it by the Commonwealth. The Enabling
Act does not provide HTA with the power to indebt the Commonwealth or otherwise make it
liable on those Bonds. The Enabling Act states:
[T]he bonds issued by [HTA] shall not be a debt of the
Commonwealth of Puerto Rico or any of its political subdivisions,
and neither the Commonwealth of Puerto Rico nor any such
political subdivision shall be liable thereon, nor shall such bonds or
the interest thereon be payable out of any funds other than those
pledged for the payment of such bonds and interest thereon
pursuant to the provisions of § 2004(l) of this title.
9 L.P.R.A. § 2015.
32.

As described in the Resolutions, the template bonds described therein, and the

official statements prepared in connection with HTA’s bond issuances (collectively referred to
herein as the “HTA Bond Materials”), the Resolutions provide the Commonwealth is not liable
under the Bonds. See, e.g., 1968 Resolution at 2 (“neither the Commonwealth of Puerto Rico
nor any of its political subdivisions shall be liable for the payment of the principal of or interest
on any bonds issued by the Authority . . .”); id. § 203 (template bond) (“This bond shall not be
deemed to constitute a debt of the Commonwealth of Puerto Rico or of any of its political
subdivisions . . . ); 1998 Resolution at 2, Second Whereas Clause, sub-clause (xi) (same); id. §

10
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204 (template bond) (same); Official Statement for Highway Revenue Refunding Bonds Series
AA, dated June 17, 2010 at 1 (same).
33.

The HTA Allocable Revenue Statutes and the Enabling Act state any

appropriation and transfer to HTA of the HTA Allocable Revenues is subject to Article VI,
Section 8 of the Commonwealth Constitution.9
34.

Section 8 of Article VI of the Commonwealth Constitution provides: “In case the

available revenues including surplus for any fiscal year are insufficient to meet the
appropriations made for that year, interest on the public debt and amortization thereof shall first
be paid, and other disbursements shall thereafter be made in accordance with the order of
priorities established by law.”
II.

The Bonds and the Bond Resolutions
35.

Pursuant to the authority granted to HTA by the Enabling Act, HTA issued

several series of Bonds governed by the 1968 Resolution and the 1998 Resolution.
A.

The 1968 Resolution

36.

The 1968 Resolution provides the 1968 Bonds would be secured by a security

interest against certain revenues of HTA (“1968 HTA Revenues”) both received by HTA and
deposited in a special fund created and designated by the 1968 Resolution as the “Sinking Fund”
(the “1968 Sinking Fund”) with the Fiscal Agent.
37.

Section 601 of the 1968 Resolution provides:

[T]he principal, interest and premiums [on the 1968 Bonds] are payable solely
from Revenues and from any funds received by the Authority for that purpose
from the Commonwealth which Revenues and funds are hereby pledged to the
9

13 L.P.R.A. § 31751 provides “[s]uch pledge or encumbrance [of the Gas Tax and Cigarette Tax] shall be subject
to the provisions of Section 8 of Article VI of the Constitution of Puerto Rico.) 9 L.P.R.A. § 5681 provides “[s]uch
pledge or encumbrance [of the Vehicle License Fee] shall be subject to the provisions of Section 8 of Article VI of
the Constitution of Puerto Rico.”

11
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payment thereof in the manner and to the extent hereinabove particularly
specified.
1968 Resolution § 601.
38.

The 1968 Resolution defines Revenues as follows:

The word “Revenues” shall mean (a) all moneys received by the Authority on
account of gasoline tax allocated to the [HTA] . . . ; (b) Toll Revenues; (c) the
proceeds of any other taxes, fees or charges which the Legislature of Puerto Rico
has allocated . . . to the [HTA] and expressly authorize the [HTA] to pledge to the
payment of [the] Bonds . . . ; and (d) investment earnings on deposit to the credit
of the funds and accounts established hereunder . . . .
Id. § 101 (at 11).
39.

“Toll Revenues” are defined as “tolls . . . imposed by the Authority for the use of

any of its Traffic Facilities.” Id. § 101 (at 12).
40.

The term “Traffic Facilities” is defined in the 1968 Resolution as:

any of [enumerated types of] facilities for which bonds or other obligations shall
be issued by [HTA] under the provisions of this Resolution the cost of which
facilities paid from the proceeds of such bonds or other obligations shall not have
been reimbursed to [HTA] from funds not encumbered by this Resolution.
Id. § 101 (at 12-13).
41.

Section 401 of the 1968 Resolution “particularly specif[ies]” the manner and

extent to which the 1968 HTA Revenues and other funds (if any) allegedly secure the payment of
the 1968 Bonds. Section 401 provides that “all of the Revenues (other than investment earnings
on deposits to the credit of funds and accounts established hereunder), and any other funds of the
Commonwealth allocated to [HTA] for the payment of principal and interest on bonds of
[HTA] . . . which it receives will be deposited monthly with the Fiscal Agent . . . .” into the
various accounts that make up the 1968 Sinking Fund. Id. § 401.

12
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Under section 401 of the 1968 Resolution, it is only the moneys deposited to the

credit of the 1968 Sinking Fund that are allegedly subject to a security interest for the benefit of
the holders of the 1968 Bonds (the “1968 Bondholders”):
A special fund is hereby created and designated “Puerto Rico
Highway Authority Highway Revenue Bonds Interest and Sinking
Fund” (herein sometimes called the “Sinking Fund”). There are
hereby created in the Sinking Fund three separate accounts
designated “Bond Service Account”, “Redemption Account” and
“Reserve Account”, respectively.
The moneys in said Funds and Accounts shall be held by the Fiscal
Agent in trust and applied as hereinafter provided with regard to
each such Fund and Account and, pending such application, shall
be subject to a lien and charge in favor of the holders of the bonds
issued and outstanding under this Resolution and for the further
security of such holders until paid out or transferred as herein
provided.
Id.
43.

The 1968 Resolution granted the 1968 Bondholders a security interest against

only those Revenues both received by HTA and deposited to the credit of the 1968 Sinking Fund
held by the Fiscal Agent. The 1968 Resolution does not grant a security interest (i) against any
right of HTA to receive 1968 HTA Revenues, or (ii) against funds in accounts not held by the
Fiscal Agent. Every reference to the granting of a security interest against the revenues limits
the security interest to moneys HTA received and deposited in deposit accounts held by the
Fiscal Agent. See id. §§ 401, 406 (referring to “moneys held” in the accounts in the 1968
Sinking Fund as pledged to 1968 Bonds); 407 (referring to moneys withdrawn from the 1968
Sinking Fund for the payment of particular 1968 Bonds after having been deposited in the 1968
Sinking Fund as subject to a property interest in favor of the holders of those 1968 Bonds); 501
(stating “moneys deposited with the Fiscal Agent under the provisions of this Resolution shall be
held in trust”).
13
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The template bond detailed in the 1968 Resolution provides HTA “hereby

promises to pay, solely from the special fund provided therefor as hereinafter set forth [principal
on the Bond] . . . and to pay, solely from said special fund, interest thereon . . . .” Id. § 203. The
template bond states the 1968 Resolution contains “provisions, among others, with respect
to . . . the fund charged with and pledged to the payment of the interest on and the principal of
the bonds . . . .” Id. The template bond provides this “special fund” is the 1968 Sinking Fund
and is the Bondholders’ sole collateral. Id. (“The Resolution provides for the creation of a
special fund . . . herein called the “Sinking Fund”[] which special fund is pledged to and charged
with the payment of the principal of and the interest on all bonds issued under the provisions of
the Resolution.”).
45.

The scope of the purported collateral in which security interests are granted to the

1968 Bondholders is limited to the 1968 HTA Revenues both received by HTA and deposited to
the credit of the 1968 Sinking Fund held by the Fiscal Agent.
B.

The 1998 Resolution

46.

The 1998 Resolution provides the 1998 Bonds would be secured by a security

interest against certain revenues of HTA (the “1998 HTA Revenues,” and together with the 1968
HTA Revenues, the “Revenues”) both received by HTA and deposited in a special fund created
and designated by the 1998 Resolution as the “Revenue Fund” (the “Revenue Fund”) with the
Fiscal Agent.
47.

Section 601 of the 1998 Resolution specifies:
Except as in this Resolution otherwise provided, such principal,
interest and premiums [on the 1998 Bonds] are payable solely from
Revenues and other moneys deposited to the credit of the Revenue
Fund and from any funds received by the Authority for that
purpose from the Commonwealth, which Revenues, moneys and
funds are hereby pledged (with such priorities with respect to the
use and disposition of Revenues as are in this Resolution specified)
14
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to the payment thereof in the manner and to the extent hereinabove
particularly specified.
1998 Resolution § 601.
48.

The 1998 Resolution defines “Revenues” as follows:
The word “Revenues” shall mean
[a]
all moneys received by the Authority on account of the crude oil
tax allocated to the [HTA] . . .
[b]
all Existing Tax and Fee Revenues upon the repeal and
cancellation of the 1968 Resolution
[c]
any tolls . . . imposed by [HTA] for the use of any of the Toll
Facilities other than [those pledged at issue in the 1968 Resolution] . . .
[d]
the proceeds of any other taxes, fees or charges which the
Legislature of Puerto Rico may hereafter allocate to [HTA] and expressly
authorize the Authority to pledge to the payment of the principal of and
interest on bonds . . . , and
[e]
investment earnings on deposits to the credit of funds and accounts
established hereunder . . . .

Id. § 101 (at 13).
49.

“Toll Facilities” are defined in the 1998 Resolution as “any Traffic Facilities for

the use of which [HTA] imposes tolls.” Id. § 101 (at 15). “Existing Toll Facilities Revenues” is
defined as “the tolls or other charges imposed by [HTA] for the use of any Traffic Facilities
financed in whole or in part by the issuance of 1968 Resolution Bonds.” Id. § 101 (at 7).
“Traffic Facilities” are defined by the 1998 Resolution as follows:
The term “Traffic Facilities” shall mean any of [enumerated types
of] facilities for which 1968 Resolution Bonds or bonds or other
obligations shall be issued by [HTA] under the provisions of this
Resolution the cost of which facilities paid from the proceeds of
such bonds or other obligations shall not have been reimbursed to
[HTA] from funds not encumbered by this Resolution or the 1968
Resolution.
Id. § 101 (at 15).
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Section 401 of the 1998 Resolution “particularly specifies” the manner and extent

to which the 1998 HTA Revenues and other funds (if any) allegedly secure the payment of the
1998 Bonds. Section 401 provides for the creation of the Revenue Fund and related sinking
funds and accounts in such sinking funds (collectively, the “1998 Sinking Funds” and, together
with the Revenue Fund, the “1998 Resolution Funds”) for the payment, or the provision for
payment, of 1998 Bonds (with segregated funds and accounts for senior 1998 Bonds and
subordinate 1998 Bonds), and then states that “all Revenues (except investment earnings [on]
deposits to the credit of funds and accounts established hereunder) will be deposited when
received to the credit of the Revenue Fund.” Id. § 401.
51.

Section 401 provides further that:
The moneys in said Funds and Accounts shall be held by the Fiscal
Agent in trust and applied as hereinafter provided with regard to
each such Fund and Account and, pending such application, shall
be subject to a lien and charge in favor of the holders of the bonds
issued and outstanding under this Resolution and for the further
security of such holders until paid out or transferred as herein
provided.

Id.
52.

The 1998 Resolution granted the holders on the 1998 Bonds (the “1998

Bondholders”) a security interest against only those Revenues both received by HTA and
deposited to the credit of the 1998 Resolution Funds. The 1998 Resolution has no language
granting a security interest against any right of HTA to receive 1998 HTA Revenues, or in other
deposit accounts (or the monies deposited in deposit accounts not held by the Fiscal Agent).
Every reference to the granting of a security interest against the revenues limits the security
interest to moneys HTA received and deposited in deposit accounts held by the Fiscal Agent.
See id. §§ 401, 410 (stating “moneys held” in the various accounts established for the senior
16
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1998 Bonds “shall be held in trust” and are “pledged” to the payment of such 1998 Bonds), 411
(stating “moneys held” in the various accounts established for the subordinated 1998 Bonds
“shall be held in trust” and are “pledged” to the payment of such 1998 Bonds), 501 (stating “[a]ll
moneys deposited with the Fiscal Agent . . . shall be held in trust and applied only in accordance
with the provisions of this Resolution”).
53.

The template bond contained in the 1998 Resolution states HTA “hereby

promises to pay, solely from the special fund provided therefor as hereinafter set forth [principal
on the Bond] . . . and to pay, solely from said special fund, interest thereon . . . .”

1998

Resolution § 204. The template bond provides the “special fund” (the fund from which payment
is made on the 1998 Bonds) is the applicable 1998 Sinking Fund. The template bond goes on to
refer the 1998 Bondholders to the 1998 Resolution “for the provisions, among others, with
respect to . . . the funds charged with and pledged to the payment of the interest on and the
principal of the bonds . . . .” Id.
54.

The scope of the purported collateral in which security interests are granted to the

1998 Bondholders is limited to 1998 HTA Revenues both received by HTA and deposited in
deposit accounts held by the Fiscal Agent.
55.

In a security agreement signed by HTA, dated as of February 7, 2002 (the “1998

Security Agreement,” attached hereto as Exhibit A), HTA purported to grant to the Fiscal Agent
a security interest against (i) the 1998 Resolution Funds, and (ii) all amounts required to be on
deposit therein by the terms of the 1998 Resolution.
56.

The 1998 Security Agreement does not grant a security interest against all 1998

HTA Revenues, or in any right of HTA to receive 1998 HTA Revenues. The 1998 Security
Agreement restricts the security interest to only the 1998 Resolution Funds and the Revenues
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that are deposited to the credit of those funds. The scope of the security interest granted pursuant
to the 1998 Security Agreement can be no greater than the scope of the security interest
authorized by and granted pursuant to the 1998 Resolution.
III.

Security Interests, if any, Regarding the Bonds Are Limited to Funds Actually
Received by HTA and Deposited in the 1968 Sinking Fund or the 1998 Resolution
Funds
A.

Article 9 of the Uniform Commercial Code

57.

Commonwealth law governs the effectiveness and perfection of security interests

against HTA’s property. See 19 L.P.R.A. § 2251.
58.

Under Article 9 of the Uniform Commercial Code (the “UCC”), as adopted in the

Commonwealth, a security interest can only attach to property that the Commonwealth has rights
in or the power to transfer rights in. 19 L.P.R.A. § 2233(b)(2).
59.

Under Article 9, provisions purportedly providing that the Commonwealth funds

are to be held “in trust” in these circumstances only create a security interest against whatever is
held “in trust.” Any such security interest is subject to the UCC perfection (and other) rules
applicable to security interests.
60.

Under Article 9, subject to one exception for “proceeds” not applicable here, the

only way to perfect a security interest against the Commonwealth funds credited to a deposit
account is by “control” of the deposit account. 19 L.P.R.A. § 2262(b)(1) (“[a] security interest in
a deposit account may be perfected only by control”); see also 19 L.P.R.A. § 2264(a) (“[a]
security interest in . . . deposit accounts . . . may be perfected by control of the collateral under §
2214 . . . .”).
61.

Under Article 9, a secured party has “control” of the Commonwealth deposit

account only if (i) the secured party is the bank with which the deposit account is maintained, (ii)
the secured party is the customer of the bank (and the holder of the deposit account), or (iii) the
18
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borrower/debtor, the secured party, and the bank have executed a deposit account control
agreement that gives the secured party requisite “control” of the deposit account (by providing
that the bank will comply with instructions originated by the secured party directing disposition
of the funds in the deposit account without further consent by the borrower/debtor). 19 L.P.R.A.
§ 2214(a)(1)-(3).
62.

Under Article 9, a financing statement must be filed to perfect any purported

security interest against the Commonwealth’s rights to receive Revenues.

19 L.P.R.A. §

2260(a).
63.

A Commonwealth financing statement is not a security agreement and does not

create a new security interest or enlarge any security interests granted by the Resolutions (or, in
the case of the 1998 Bonds, by the 1998 Security Agreement).
64.

Under Article 9, a Commonwealth “financing statement is sufficient only if

it . . . provides the name of the secured party or a representative of the secured party.” 19
L.P.R.A. § 2322(a).
65.

Under Article 9, a Commonwealth “financing statement is sufficient only if

it . . . indicates the collateral covered by the financing statement.” Id.
66.

Under Article 9, the Commonwealth, as a “lien creditor,” has priority over

unperfected security interests. 19 L.P.R.A. § 2267(a)(2).
67.

Under Article 9, the Commonwealth, as a “lien creditor,” has the status of a

trustee in bankruptcy from the date of the filing of the petition. 19 L.P.R.A. § 2212(a)(52).
B.

The 1968 Bond Financing Statements

68.

Four financing statements were filed regarding the 1968 Bonds that name HTA as

the debtor.
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On May 16, 2014, a financing statement was filed that names as the secured party

“Holders of all Bonds issued under the 1968 Resolution (as defined below).” See Dep’t of State
Doc. No. 2014002566 (“FS 2566”).

FS 2566 describes the 1968 Bondholders’ purported

collateral as “[p]ursuant to that certain Resolution 69-18 [(sic)] adopted on June 13, 1968 (the
‘1968 Resolution’), all of [HTA’s] right, title, and interest in and to ‘Revenues,’” and includes a
description of certain 1968 HTA Revenues taken from the 1968 Resolution’s definition of
“Revenues.” FS 2566 states that “[c]apitalized terms used herein and not otherwise defined
herein will have the meanings given to such terms in the 1968 Resolution.” The 1968 Resolution
is not attached to FS 2566. FS 2566 does not indicate any right of HTA to receive 1968 HTA
Revenues as purported collateral. 19 L.P.R.A. § 2322(a)(3).
70.

On May 16, 2014, a second financing statement was filed that names as the

secured party “Assured for the benefit of Holders of all Bonds issued under the 1968 Resolution
(as defined below).” See Dep’t of State Doc. No. 2014002568 (“FS 2568”). FS 2568 indicates
the 1968 Bondholders’ purported collateral as “[p]ursuant to that certain Resolution 69-18 [(sic)]
adopted on June 13, 1968 (the ‘1968 Resolution’), all of [HTA’s] right, title, and interest in and
to ‘Revenues,’” and includes an indication of certain 1968 HTA Revenues taken from the 1968
Resolution’s definition of “Revenues.” FS 2568 states that “[c]apitalized terms used herein and
not otherwise defined herein will have the meanings given to such terms in the 1968 Resolution.”
The 1968 Resolution is not attached to FS 2568. FS 2568 does not indicate any right of HTA to
receive 1968 HTA Revenues as purported collateral. 19 L.P.R.A. § 2322(a)(3).
71.

On August 4, 2014, a financing statement was filed that names as the secured

party “Holders of all bonds (‘1968 Resolution Bonds’) issued under Resolution 68-18.” See
Dep’t of State Doc. No. 2014003808 (“FS 3808”). FS 3808 indicates the 1968 Bondholders’
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purported collateral as “[a]ll of [HTA’s] rights, title, and interest in and to” various 1968 HTA
Revenues. The 1968 Resolution is not attached to FS 3808. FS 3808 does not indicate any right
of HTA to receive 1968 HTA Revenues as purported collateral.
72.

On August 4, 2014, a second financing statement was filed that names as the

secured party “Ambac Assurance Corporation (‘Ambac’) for benefit of holders of all bonds
(‘1968 Resolution Bonds’) issued under Resolution 68-18.”

See Dep’t of State Doc. No.

2014003807 (“FS 3807,” and with FS 2566, FS 2568, and FS 3808, the “1968 Financing
Statements”).10 FS 3807 has an identical indication of the purported collateral as FS 3808. FS
3807 indicates the 1968 Bondholders’ purported collateral as “[a]ll of [HTA’s] rights, title, and
interest in and to” various 1968 HTA Revenues. The 1968 Resolution is not attached to FS
3807. FS 3807 does not indicate any right of HTA to receive 1968 HTA Revenues as purported
collateral.
73.

None of the 1968 Financing Statements (i) sufficiently name the secured party to

perfect a security interest or (ii) indicate any right of HTA to receive Revenues as purported
collateral.
C.

The 1998 Bond Financing Statements

74.

Six financing statements were filed regarding the 1998 Bonds that name HTA as

the debtor.
75.

On August 4, 2014, a financing statement was filed that names as the secured

party “Holders of all bonds (‘1998 Resolution Bonds’) issued under Resolution 98-06.” See
Dep’t of State Doc. No. 2014003809 (“FS 3809”). FS 3809 indicates the 1998 Bondholders’
purported collateral as “[a]ll of [HTA’s] rights, title, and interest in and to” various Revenues.

10

The 1968 Financing Statements are attached hereto as Exhibit B.
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Id. The 1998 Resolution is not attached to FS 3809. FS 3809 does not indicate any right of HTA
to receive Revenues as purported collateral.
76.

On August 4, 2014, a second financing statement was filed that names as the

secured party “Ambac Assurance Corporation (‘Ambac’) for benefit of holders of all bonds
(‘1998 Resolution Bonds’) issued under Resolution 98-06.”

See Dep’t of State Doc. No.

2014003810 (“FS 3810”). FS 3810 has an identical indication of the purported collateral as FS
3809. FS 3810 indicates the 1998 Bondholders’ purported collateral as “[a]ll of [HTA’s] rights,
title, and interest in and to” various Revenues. The 1998 Resolution is not attached to FS 3810.
FS 3810 does not indicate any right of HTA to receive Revenues as purported collateral.
77.

On September 9, 2014, a financing statement was filed that names as the secured

party “HOLDERS OF ALL BONDS ISSUED UNDER THE 1998 RESOLUTION.” See Dep’t
of State Doc. No. 2014004845 (“FS 4845”). FS 4845 attached a two page indication of the 1998
Bondholders’ purported collateral, which indicates the purported collateral as “all of [HTA’s]
right, title and interest in and to (a) all ‘Revenues’” (as well as all of HTA’s right, title and
interest in and to the 1998 Resolution Funds). Id. The 1998 Resolution is not attached to FS
4845. FS 4845 does not indicate any right of HTA to receive Revenues as purported collateral.
78.

On September 9, 2014, a second financing statement was filed that names as the

secured party “HOLDERS OF ALL BONDS ISSUED UNDER THE 1998 RESOLUTION.”
See Dep’t of State Doc. No. 2014004847 (“FS 4847”). FS 4847 attached a two page indication
of the 1998 Bondholders’ purported collateral, which indicates the purported collateral as “all of
[HTA’s] right, title and interest in and to (a) all ‘Revenues’” (as well as all of HTA’s right, title
and interest in and to the 1998 Resolution Funds). Id. The 1998 Resolution is not attached to FS
4847. FS 4847 does not indicate any right of HTA to receive Revenues as purported collateral.
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On September 9, 2014, a third financing statement was filed that names as the

secured party “HOLDERS OF ALL BONDS ISSUED UNDER THE 1998 RESOLUTION.”
See Dep’t of State Doc. No. 2014004848 (“FS 4848”). FS 4848 attached a one page indication
of the 1998 Bondholders’ purported collateral, which refers to the 1998 Security Agreement and
indicates the 1998 Bondholders’ purported collateral as “all Revenues (as defined in the
Resolution)” (as well as the 1998 Resolution Funds and all amounts on deposit and required to
be on deposit therein). The 1998 Security Agreement is not attached to FS 4848. FS 4848 does
not indicate any right of HTA to receive Revenues as purported collateral.
80.

On September 9, 2014, a fourth financing statement was filed that names as the

secured party “HOLDERS OF ALL BONDS ISSUED UNDER THE 1998 RESOLUTION.”
See Dep’t of State Doc. No. 2014004846 (“FS 4846,” and collectively with FS 3809, FS 3810,
FS 4845, FS 4847, FS 4848, the “1998 Financing Statements,” and the 1998 Financing
Statements together with the 1968 Financing Statements, the “Financing Statements”).11 FS
4846 attached a one page indication of the 1998 Bondholders’ purported collateral, which refers
to the 1998 Security Agreement and indicates the 1998 Bondholders’ purported collateral as “all
Revenues (as defined in the Resolution)” (as well as the 1998 Resolution Funds and all amounts
on deposit and required to be on deposit therein). The 1998 Security Agreement is not attached
to FS 4846. FS 4846 does not indicate any right of HTA to receive Revenues as purported
collateral.
81.

None of the 1998 Financing Statements (i) sufficiently name the secured party to

perfect a security interest or (ii) indicate any right of HTA to receive Revenues as purported
collateral.

11

The 1998 Financing Statements are attached hereto as Exhibit C.
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The Commonwealth’s Acts and Obligations with Respect to the Bonds
82.

The Commonwealth is neither an issuer nor a guarantor of the Bonds. The

Commonwealth did not enact either the 1968 Resolution or the 1998 Resolution. Neither
Resolution grants a security interest against any property in which the Commonwealth has an
interest or otherwise contains any undertakings by the Commonwealth.
83.

The Enabling Act, the 1968 Resolution, and the 1998 Resolution exclude any

Commonwealth liability with respect to the payment of the Bonds, as described in the official
statements prepared in connection with HTA’s bond issuances.

9 L.P.R.A. § 2015; 1968

Resolution at 2; 1968 Resolution § 203 (template bond); 1998 Resolution at 2, Second Whereas
Clause, sub-clause (xi); 1998 Resolution § 204 (template bond); Official Statement for Highway
Revenue Refunding Bonds Series AA, dated Jun. 17, 2010 at 1.
84.

The Commonwealth does not have any obligations to the Bondholders on account

of the Bonds.
85.

The Enabling Act, as alleged above, empowers HTA to do certain things. 9

L.P.R.A. § 2004. As relevant herein, 9 L.P.R.A. § 2004(l) empowers HTA to borrow money for
any of its corporate purposes, to issue bonds in evidence of such indebtedness and to secure
payment of bonds and interest by pledge or other lien on properties, revenues and other income,
subject to Article VI, Section 8 of the Commonwealth Constitution. 9 L.P.R.A. § 2004(m)
empowers HTA to issue bonds for the purpose of funding, refunding, purchasing, paying or
discharging any of its outstanding bonds. None of the rights and powers conferred on HTA by
the Enabling Act (or any other Commonwealth law) give rise to any liability of the
Commonwealth with respect to bonds issued by HTA. As described above, 9 L.P.R.A. §
2004(q) states “neither the Commonwealth of Puerto Rico nor any of its political subdivisions
shall be liable for the payment of the principal of or interest on any bonds issued by the
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Authority and such principal and interest shall be payable only from the funds of the Authority
pledged for such payment pursuant to” Section 2004(l). The Enabling Act, at 9 L.P.R.A. § 2019
(the “HTA Non-Impairment Provision”), provides the Commonwealth “will not limit or restrict
the rights or powers hereby vested in [HTA] until all such bonds at any time issued, together
with the interest thereon, are fully met and discharged.”
A.

The Retention of HTA Allocable Revenues under the Commonwealth
Constitution

86.

All obligations related to the Bonds – including any alleged obligation to

appropriate and transfer the HTA Allocable Revenues or to deposit funds in the 1968 Sinking
Fund or the 1998 Resolution Funds – were always subject to Section 8 of Article VI of the
Commonwealth Constitution. That section provides:
In case the available revenues including surplus for any fiscal year
are insufficient to meet the appropriations made for that year,
interest on the public debt and amortization thereof shall first be
paid, and other disbursements shall thereafter be made in
accordance with the order of priorities established by law.
P.R. Const. art. VI, § 8.
87.

The Commonwealth Constitution allows the Commonwealth to use its resources

when necessary to protect the life, health, and general welfare of the people of Puerto Rico.
Section 19, Article II of the Commonwealth Constitution provides “[t]he power of the
Legislative Assembly [of Puerto Rico (the “Legislative Assembly”)] to enact laws for the
protection of the life, health and general welfare of the people shall likewise not be construed
restrictively.”
88.

Section 18 of Article II of the Commonwealth Constitution grants the Legislative

Assembly with authority to approve laws for grave emergency situations when there is a clear
danger to public health and safety or to the delivery of essential services.
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All Commonwealth statutory or contractual duties (including any obligations with

respect to the Bonds) are subject to Article VI, Section 8, Article II, Section 18, and Article II,
Section 19 of the Commonwealth Constitution.
B.

The Suspension of Appropriations and Transfers to HTA under the
Commonwealth Constitution and Ensuing Emergency Orders

90.

Pursuant to Article VI, Section 8 of the Commonwealth Constitution, on

November 30, 2015, the then-Governor of the Commonwealth issued Administrative Bulletin
OE-2015-046 (the “First Emergency Order,” attached hereto as Exhibit D).
91.

The First Emergency Order ordered the “Secretary of the Treasury . . . to withhold

the revenue allocated to [HTA]” under the HTA Allocable Revenue Statutes.
Emergency Order at 2.

See First

The Treasury was instructed to “retain only those funds necessary to

make … payments on the public debt, while continuing to provide essential services to safeguard
the public health, safety, education and welfare of the residents of Puerto Rico.” Id. at 3. The
First Emergency Order directed that the retained HTA Allocable Revenues must “be kept in a
separate account and shall be used only to make public debt payments as they become due,” and
as such, these revenues “constitute[] available resources subject to Article VI, Section 8 of the
Constitution of the Commonwealth.” Id.
92.

Under the First Emergency Order, the Commonwealth authorized the use of its

own funds to “safeguard” the public welfare and, to the extent any funds remain available, pay
down public debt.
93.

The Commonwealth’s actions pursuant to the First Emergency Order were in

accordance with any contractual, statutory, or other obligations, if any, it had with respect to the
Bonds.
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On December 8, 2015, the Governor issued Administrative Bulletin OE-2015-49

(the “Second Emergency Order,” attached hereto as Exhibit E, and together with the First
Emergency Order, the “Emergency Orders”). The Second Emergency Order implemented the
First Emergency Order.
95.

On April 6, 2016, pursuant to Article II, Section 19 of the Commonwealth

Constitution, the Governor signed into law the Puerto Rico Emergency Moratorium and
Financial Rehabilitation Act (the “Moratorium Act,” attached hereto as Exhibit F).

The

Moratorium Act, among other things, authorized the Governor to declare a temporary hold on
debt service payments, stay creditor remedies resulting from the hold, and allow the Governor to
order the suspension or modification of statutory or other obligations to transfer funds to pay or
secure any covered obligation. See id. at 6.
96.

Subsequently, the Governor issued Moratorium Order 18 (Administrative Bulletin

OE-2016-18), Moratorium Order 30 (Administrative Bulletin EO-2016-30) and Moratorium
Order 31 (Administrative Bulletin EO-2016-31) (collectively, the “Moratorium Orders,” attached
hereto as Exhibits G, H, and I, respectively).12 The Moratorium Orders facilitated effective
management of the Commonwealth’s ongoing fiscal emergency by declaring a state of
emergency and prioritizing the provision of essential services for the health, safety and welfare
of the residents of the Commonwealth over debt service. Through the Moratorium Orders, the
Governor ordered the retention of certain funds, including, but not limited to, the HTA Allocable
Revenues, to provide essential services for the people of Puerto Rico. See OE-2016-18 at 5; see
also EO-2016-30 at 2-3; see also EO-2016-31 at 2-3.

12

The Emergency Orders, the Moratorium Act, and the Moratorium Orders are collectively referred to herein as the
“Pre-PROMESA Retention Actions.”
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Preemption of Commonwealth Law Conditionally Allocating the HTA
Allocable Revenues to HTA
PROMESA

97.

PROMESA became effective on June 30, 2016, and it created the Oversight

Board. PROMESA § 101(b).
98.

PROMESA section 201 gives the Oversight Board the power to certify fiscal

plans for the Commonwealth and its instrumentalities.
99.

PROMESA section 202(e)(3)(C) gives the Oversight Board the power to certify

budgets for the Commonwealth and its instrumentalities over all appropriations, which shall be
deemed to be “in full force and effect” once certified.
100.

PROMESA section 4 provides “[t]he provisions of [PROMESA] shall prevail

over any general or specific provisions of territory law, State law, or regulation that is
inconsistent with [PROMESA].”
101.

PROMESA section 405(m)(1), (2) and (3) provide, among other things, (i) there

is a fiscal emergency in Puerto Rico, (ii) the Commonwealth is unable to provide its citizens with
effective services, and (iii) the fiscal emergency has contributed to the accelerated outmigration
of residents and businesses.
The Commonwealth Title III Case
102.

On May 3, 2017 (the “Petition Date”), the Oversight Board, at the request of the

Governor, issued a restructuring certification pursuant to PROMESA sections 104(j) and 206 and
filed a voluntary petition for relief for the Commonwealth pursuant to PROMESA section
304(a), commencing a case under title III thereof (the “Commonwealth Title III Case”).
103.

Pursuant to PROMESA, the Oversight Board is the sole representative of each

Title III debtor (including the Commonwealth and HTA), and has certain powers of a chapter 11
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trustee. PROMESA §§ 301(c)(7), 315(b). Only the Oversight Board may propose a plan of
adjustment of the debts of the Commonwealth. PROMESA § 312.
The HTA Title III Case
104.

On May 21, 2017, the Oversight Board, at the request of the Governor, issued a

restructuring certification pursuant to PROMESA sections 104(j) and 206 and filed a voluntary
petition for relief for HTA pursuant to PROMESA section 304(a), commencing a case under title
III thereof (the “HTA Title III Case”).
105.

On June 1, 2017, the Court entered an order granting the joint administration of

HTA Title III Case with the Commonwealth Title III Case, for procedural purposes only. See
Case No. 17-BK-3283-LTS, ECF No. 242.
The Fiscal Plans, Budgets and the Post-PROMESA Treatment of the
HTA Allocable Revenues
106.

Between March 13, 2017 and May 9, 2019, the Oversight Board certified eight

fiscal plans for the Commonwealth. None of the fiscal plans provided the Commonwealth would
appropriate and transfer the HTA Allocable Revenues to HTA.
107.

On June 30, 2018, the Oversight Board certified a budget for the Commonwealth

for Fiscal Year 2019 (the “Certified FY19 Budget”). The Certified FY19 Budget did not include
an appropriation or transfer of HTA Allocable Revenues by the Commonwealth to HTA.
108.

On May 9, 2019, the Oversight Board certified the current fiscal plan for the

Commonwealth (“May 2019 Fiscal Plan”), attached hereto as Exhibit J. The May 2019 Fiscal
Plan did not provide for the Commonwealth to appropriate or transfer the HTA Allocable
Revenues to HTA. Id. at 28, 40, and 122. The May 2019 Fiscal Plan contains a “Revenue
Breakdown” that lists HTA Allocable Revenues as available for the Commonwealth’s use. Id. at
146, Ex. 84.
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On June 30, 2019, the Oversight Board certified a budget for the Commonwealth

for the current Fiscal Year 2020 (the “Certified FY20 Budget,” and together with the Certified
FY19 Budget, the “Budgets”). The Certified FY20 Budget did not include an appropriation or
transfer of HTA Allocable Revenues by the Commonwealth to HTA.
110.

On June 5, 2019, the Oversight Board certified the current fiscal plan for HTA

(the “HTA Fiscal Plan”), attached hereto as Exhibit K. The HTA Fiscal Plan does not provide
for the appropriation or transfer of any of the HTA Allocable Revenues to HTA (or the receipt
by HTA of such HTA Allocable Revenues). Id. at 50.
The Commonwealth Plan of Adjustment
111.

On September, 27, 2019, the Oversight Board filed a proposed Title III Joint Plan

of Adjustment of the Commonwealth of Puerto Rico, et al. in the Commonwealth Title III Case
(the “Commonwealth Plan”). Case No. 17-BK-3283-LTS, ECF No. 8765.
112.

The Commonwealth Plan proposes to pay certain claims based on the

Commonwealth’s general obligation bonds at a level less than the full amount of their claims,
even after taking into account the retention of the HTA Allocable Revenues. See Plan Arts. XXXVIII (providing for varied levels of impairment to general obligation bond claims).
V.

Defendants’ Proofs of Claim Filed in the Commonwealth Title III Case
113.

On January 16, 2018, the Debtors filed their Motion for Order (A) Establishing

Deadlines and Procedures for Filing Proofs of Claim and (B) Approving Form and Manner of
Notice Thereof (the “Bar Date Motion”). Case No. 17-BK-3283-LTS, ECF No. 2255. In the
Order (A) Establishing Deadlines and Procedures for Filing Proofs of Claims and (B)
Approving Form and Manner of Notice Thereof (the “Initial Bar Date Order”), the Court granted
the relief requested in the Bar Date Motion and established deadlines and procedures for filing
proofs of claim in the Title III Cases. Case No. 17-BK-3283-LTS, ECF No. 2521. Upon the
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informative motion of certain creditors, and the support of the Debtors, the Court subsequently
entered an order (the “Extension Order,” and together with the Initial Bar Date Order, the “Bar
Date Orders”) extending these deadlines to June 29, 2018 at 4:00 pm (Atlantic Time). Case No.
17-BK-3283-LTS, ECF No. 3160 ¶ 2.
114.

Pursuant to the Bar Date Orders, the “indenture trustees, fiscal agents, or any

similar agent or nominee . . . for each respective series of bonds issued by a Debtor or nonDebtor . . . may file a master proof of claim . . . against the applicable Debtor on behalf of
themselves and all holders of bond claims for the respective series of bonds . . . .” Initial Bar
Date Order ¶ 5.a.
115.

Pursuant to the Bar Date Orders, BNYM, as Fiscal Agent, filed the Master Proofs

of Claim in the Commonwealth Title III Case.
116.

Defendants filed their respective Proofs of Claim in the Commonwealth Title III

Case.
VI.

Defendants’ Lack of Standing to Assert Their Proofs of Claim
117.

Defendants have no rights to payment from the Commonwealth for the claims

asserted in their Proofs of Claim.
118.

Pursuant to the Enabling Act and the HTA Bond Materials, the Bonds are not a

debt of the Commonwealth and the Commonwealth has no liability thereon. 9 L.P.R.A. § 2015,
among other things, provides: “The bonds issued by [HTA] shall not be a debt of the
Commonwealth of Puerto Rico . . . and neither the Commonwealth of Puerto Rico nor any such
political subdivision shall be liable thereon, nor shall such bonds or the interest thereon be
payable out of any funds other than those pledged for the payment of such bonds.” See also 1968
Resolution at 2 (same); 1998 Resolution at 2 (same); Official Statement for Highway Revenue
Refunding Bonds Series AA, dated Jun. 17, 2010 at 1 (same).
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The Bonds are non-recourse bonds, and payment for the Bonds is exclusively

limited to disbursements from the 1968 Sinking Fund and 1998 Resolution Funds. The Bonds do
not grant a security interest against the HTA Allocable Revenues, and the Commonwealth has no
obligation to fund the 1968 Sinking Fund and 1998 Resolution Funds.
120.

The HTA Allocable Revenue Statutes provide HTA with a conditional right to

receive the HTA Allocable Revenues collected by the Commonwealth. Creditors of HTA do not
have any such right. A creditor of HTA does not hold any right to payment of the HTA
Allocable Revenues from the Commonwealth.
121.

With respect to the Bonds, a creditor of HTA is, at most, a creditor of a creditor of

the Commonwealth.

If any rights arise in the HTA Allocable Revenues vis-à-vis the

Commonwealth, such rights belong to HTA, not HTA’s creditors.
122.

Defendants that are creditors of a creditor of a debtor have no claim against the

debtor.
VII.

Defendants’ Lack of Subrogation, Reimbursement, or Contribution Rights
123.

Insurers of the Bonds only have allowable subrogation claims for amounts the

insurer has paid to Bondholders.
124.

Defendants-insurers’ subrogation, reimbursement or contribution claims are

subordinated to the unpaid claims of the holders of Bonds insured by the insurer.
VIII. The Pre-PROMESA Retention of HTA Allocable Revenues was Permitted by
Commonwealth Law and the HTA Bond Materials
125.

The HTA Enabling Act and the HTA Allocable Revenue Statutes provide any

allocation of the HTA Allocable Revenues was conditional and subject to the Commonwealth’s
retention powers pursuant to Article VI, Section 8 of the Commonwealth Constitution. See 9
L.P.R.A. § 2004; 9 L.P.R.A. § 5681; 13 L.P.R.A. § 31751.
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All of the HTA Allocable Revenues were subject to the Commonwealth’s

retention powers as provided in Article VI, Section 8 of the Commonwealth Constitution.
127.

The Commonwealth was authorized to retain the HTA Allocable Revenues

pursuant to the retention powers provided in Article VI, Section 8 of the Commonwealth
Constitution.

Such retention of the HTA Allocable Revenues was not in violation of

Commonwealth law.
128.

Both the 1968 Resolution and the 1998 Resolution provide the Commonwealth

can retain the HTA Allocable Revenues pursuant to Article VI, Section 8 of the Commonwealth
Constitution. See 1968 Resolution, second and fifth Whereas clauses; 1998 Resolution, second
and fifth Whereas clauses.
IX.

Commonwealth Laws Inconsistent With PROMESA Cited by Defendants as a
Challenge to the Commonwealth’s Retention of HTA Allocable Revenues Are
Preempted by PROMESA
129.

Once PROMESA was enacted into law, which included the Oversight Board’s

power to control any appropriations by certifying budgets for the Commonwealth pursuant to
PROMESA section 202, any Commonwealth laws inconsistent with PROMESA, such as
Commonwealth laws appropriating moneys without Oversight Board certifications, were
preempted.
130.

Defendants’ claims that the HTA Allocable Revenue Statutes require the

Commonwealth to unconditionally allocate the HTA Allocable Revenues to HTA are
inconsistent with PROMESA section 202 and the budgets certified by the Oversight Board
thereunder, and therefore are not allowable because such statutes are preempted by PROMESA.
131.

The Commonwealth Plan proposes to pay certain claims based on the

Commonwealth’s general obligation bonds at a level less than the full amount of those claims,
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even after taking into account the retention of the HTA Allocable Revenues. See Plan Arts. XXXVIII.
X.

The Commonwealth’s Retention of the HTA Allocable Revenues Is Not a Breach of
Contract
132.

The Commonwealth is not a party to any of the HTA Bond Materials. The

Commonwealth did not adopt either the 1968 Resolution or the 1998 Resolution, nor is it a party
to the 1998 Security Agreement.
133.

Because the Commonwealth was not a party to any of the contracts and

agreements governing the Bonds, and it is exempted from liability by the terms of the documents
governing the Bonds, the Commonwealth does not owe any contractual obligations to any
Bondholder, including each Defendant herein, regarding payment on the Bonds.
134.

The Commonwealth’s retention of the HTA Allocable Revenues not appropriated

and transferred to HTA did not constitute a breach of contract.
XI.

The Commonwealth’s Retention of the HTA Allocable Revenues Is Not a Tort
135.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions was lawful pursuant to Article VI, Section 8 and Article II,
Sections 18 and 19 of the Commonwealth Constitution.
136.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

fiscal plans and budgets certified by the Oversight Board was lawful pursuant to PROMESA
sections 201 and 202 (and any Commonwealth statute inconsistent with such retention was
preempted by PROMESA). Because such conduct was lawful, it does not give rise to a tort
claim against the Commonwealth.
137.

Each tort claim asserted by each Defendant does not allege the required elements

of the tort asserted. Defendants’ tortious interference with contract claims fail because (i) from
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the enactment of PROMESA the Commonwealth acted properly and lawfully in authorizing the
retention of the HTA Allocable Revenues due to preemption of the HTA Allocable Revenue
Statutes, and (ii) before enactment of PROMESA there was no breach of contract with respect to
any alleged failure to make payment on the Bonds because payments were subject to Article VI,
Section 8 and Article II, Sections 18 and 19 of the Commonwealth Constitution.
138.

Defendants’ unjust enrichment claims fail because (i) Commonwealth law does

not recognize a cause of action for unjust enrichment against the Commonwealth, and (ii) the
documents governing the Bonds specify the rights and obligations of the parties and therefore
there could be no separate claim for unjust enrichment apart from any claim for breach of
contract, which does not exist in this case.
139.

Defendants’ conversion claims fail because (i) the Bondholders do not have a

security interest (if any) in any Commonwealth funds and any HTA funds beyond moneys
actually received by HTA from the Commonwealth and deposited in the 1968 Sinking Fund and
the 1998 Resolution Funds, (ii) the Commonwealth’s retention of the HTA Allocable Revenues
not appropriated and transferred to HTA prior to the passage of PROMESA was proper under the
Pre-PROMESA Retention Actions, (iii) the Bondholders do not have any other property interest
in the HTA Allocable Revenues, and (iv) the Commonwealth’s retention of the HTA Allocable
Revenues not appropriated and transferred to HTA after the enactment of PROMESA was proper
because the HTA Allocable Revenue Statutes were preempted.
140.

Defendants’ fraud-based claims fail because (i) they are not alleged with

specificity, (ii) the Commonwealth did not make any material misstatements of fact, (iii) the
Commonwealth did not engage in any fraudulent conduct, and (iii) the required elements of such
fraud-based claims are not alleged. Statements made in the HTA Bond Materials were truthful
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Defendants also fail to allege any facts regarding the required elements of

fraudulent conveyance, including, without limitation, (i) the date, amount, transferor and
transferee of any purported fraudulent conveyance, (ii) whether the transferor was solvent, (iii)
whether the transferor received reasonably equivalent value, (iv) whether the transferor acted
with actual intent to hinder, delay or defraud creditors, and (v) whether the transferor acted in
good faith.
141.

The HTA Allocable Revenue Statutes are legislative pronouncements and do not

constitute statements of fact for purposes of a fraud claim or a misrepresentation claim.
XII.

The Commonwealth’s Retention of the HTA Allocable Revenues Does Not Violate
the Contracts Clause
A.

No Impairment of Contractual Relationship

142.

The Commonwealth did not violate the Contracts Clauses of the United States

Constitution or the Commonwealth Constitution (collectively, the “Contracts Clause”) in
retaining the HTA Allocable Revenues that were not transferred to HTA. The HTA Bond
Materials allowed for the retention of the HTA Allocable Revenues.
143.

Prior to the passage of PROMESA, the Commonwealth’s retention of the HTA

Allocable Revenues was authorized by Article VI, Section 8 and Article II, Sections 18 and 19 of
the Commonwealth Constitution, as well as the HTA Allocable Revenue Statutes. Following the
passage of PROMESA, the HTA Allocable Revenue Statutes were preempted.
B.

No State or Territory Legislative Action

144.

The Commonwealth did not pass any law impairing contractual obligations owing

to Defendants. Prior to enactment of PROMESA, the Commonwealth laws enacted solely
carried out the terms of the Commonwealth Constitution, and the Bonds were all expressly
subject to the Commonwealth Constitution.
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After enactment of PROMESA, each Commonwealth statute requiring

appropriations to HTA without Oversight Board certification was preempted.
146.

Commonwealth actions that were exercises of executive, rather than legislative

authority were neither subject to the Contracts Clause nor causes of impairment of any
contractual obligations owing to Defendants as Bondholders.
147.

The Commonwealth’s executive orders, including the Emergency Orders and

Moratorium Orders, were issued by the Governor as exercises of the Governor’s executive
authority, and were not legislative actions.
C.

The Retention of HTA Allocable Revenues Was in Accordance with
PROMESA’s Grant to the Oversight Board of an Unreviewable Decision to
Certify the Commonwealth and HTA’s Budgets and Fiscal Plans

148.

The Commonwealth retained the HTA Allocable Revenues in compliance with

PROMESA pursuant to the Oversight Board’s certification of the Commonwealth and HTA’s
respective fiscal plans and budgets.
149.

The Oversight Board’s certifications of all fiscal plans and budgets are

unreviewable on any standard of review pursuant to PROMESA section 106(e), including a
reasonable and necessary standard of review.
150.

Alternatively, to the extent the Commonwealth’s retention of the HTA Allocable

Revenues is determined with valid subject matter jurisdiction not to be reasonable and necessary,
the Bondholders’ sole remedy is a prepetition, unsecured, dischargeable claim against the
Commonwealth.
XIII. The Commonwealth’s Retention of the HTA Allocable Revenues Does Not Violate
the Takings Clause
151.

No Defendant holds a property right in the HTA Allocable Revenues retained by

the Commonwealth.
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The Resolutions authorize HTA to grant a security interest only against revenues

actually received by HTA from the Commonwealth and deposited in certain accounts held by the
Fiscal Agent, and specified tolls charged directly by HTA and deposited in certain accounts held
by the Fiscal Agent. The Fiscal Agent’s security interest is limited to revenues received by HTA
(1968 Resolution § 601; 1998 Resolution § 601) and deposited in certain, specified accounts held
by the Fiscal Agent (1968 Resolution § 401; 1998 Resolution § 401).
153.

The Resolutions did not grant any Defendant any interest in any right HTA may

have to receive the HTA Allocable Revenues retained by the Commonwealth and not
appropriated and transferred to HTA and deposited into the 1968 Sinking Fund or the 1998
Resolution Funds, or any moneys received by HTA and deposited into any account not held by
the Fiscal Agent. None of the HTA Bond Materials provides Defendants with any interests
against amounts held by the Commonwealth.
154.

Defendants’ only interest in the HTA Allocable Revenues are in such revenues

both received by HTA and deposited in the 1968 Sinking Fund or the 1998 Resolution Funds.
155.

The Commonwealth lawfully retained the HTA Allocable Revenues for its own

use. Such funds were not appropriated or transferred to HTA, received by HTA, or deposited
into the 1968 Sinking Fund or the 1998 Resolution Funds. Neither the Resolutions nor HTA
granted Bondholders a security interest against the HTA Allocable Revenues retained by the
Commonwealth, or in any other property of the Commonwealth, and Defendants have no
property interest in them.
156.

Even if any Defendant holds a property interest for takings purposes, no

Defendant has an allowable takings claim against the Commonwealth because the taking would
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be a permissible regulatory taking for a public purpose because it does not interfere with any
Defendant’s investment-backed expectations.
157.

Bondholders knew or should have known that the HTA Allocable Revenues were

subject to the Commonwealth’s retention. The HTA Allocable Revenues, if any, were rendered
expressly subject to Section 8 of Article VI of the Commonwealth Constitution, and were always
subject to the Commonwealth’s police power.
158.

Alternatively, if any Defendant holds an allowable takings claim the claim would

be a prepetition general unsecured, dischargeable claim against the Commonwealth.
XIV. The Commonwealth’s Retention of HTA Allocable Revenues Does Not Violate the
Due Process Clause
159.

A claim brought under the Due Process Clause of the Commonwealth and U.S.

Constitutions (the “Due Process Clause”) on the same basis and with no additional factual
allegations separate from a claim brought under the Takings Clause of the Commonwealth and
U.S. Constitutions (“Takings Clause”) fails if the Takings Clause claim fails.
160.

Each Defendant filed a proof of claim pursuant to a court-supervised process in

which it can receive a distribution based on any allowed claim in due course pursuant to a
confirmed plan of adjustment.
161.
XV.

No Defendant has an allowable Due Process Clause claim.

Defendants Do Not Have Allowable Claims Under PROMESA Section 407
162.

PROMESA section 407(a) provides “if any property of any territorial

instrumentality of Puerto Rico is transferred in violation of applicable law under which any
creditor has a valid pledge of, security interest in, or lien on such property, or which deprives any
such territorial instrumentality of property in violation of applicable law assuring the transfer of
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such property to such territorial instrumentality for the benefit of its creditors, then the transferee
shall be liable for the value of such property.” PROMESA § 407(a).
163.

No Defendant has a valid claim arising under PROMESA section 407(a) because

no transfer of property of a territorial instrumentality, and no transfer in violation of applicable
law, occurred.
164.

No “property of any territorial instrumentality” has been “transferred,” because

the HTA Allocable Revenues retained by the Commonwealth were not appropriated or
transferred to HTA and are not property of HTA.
165.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

applicable law.

Prior to the passage of PROMESA, the retention of the HTA Allocable

Revenues was lawful pursuant to the Commonwealth Constitution and the HTA Allocable
Revenue Statutes. Following the passage of PROMESA, the Commonwealth’s retention of the
HTA Allocable Revenues any Commonwealth law inconsistent with such retention – including,
if they require an unconditional appropriation of the HTA Allocable Revenues to HTA – was
preempted by PROMESA.
166.

No Defendant has a valid security interest against the HTA Allocable Revenues

beyond, at most, moneys actually appropriated and transferred to HTA, received by HTA and
deposited to the credit of the 1968 Sinking Fund or the 1998 Resolution Funds with the Fiscal
Agent.
167.

Applicable law does not assure the transfer of the HTA Allocable Revenues for

the benefit of HTA’s creditors, but instead provides for a transfer, if any, to be for HTA’s
corporate purposes.
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Even if there were a valid claim under PROMESA section 407(a), no Defendant

has standing to assert PROMESA section 407(a) claims during the Title III case, as only the
territorial instrumentality (here, HTA) has a claim for the transferred property against the
transferee (here, the Commonwealth) that “shall be liable for the value of such property.”
XVI. Defendants Do Not Have a Perfected Security Interest against the HTA Allocable
Revenues Retained by the Commonwealth
169.

No Defendant has a perfected security interest against the HTA Allocable

Revenues retained by the Commonwealth.
170.

None of the Defendants has control over any accounts holding the HTA Allocable

Revenues for perfection purposes as required by Article 9 of the UCC.
171.

No financing statements were filed on any Defendant’s behalf against the

Commonwealth regarding collateral security for the Bonds.
172.

Pursuant to Bankruptcy Code section 544(a), the Commonwealth has, as of the

commencement of the Commonwealth Title III Case, and without regard to any knowledge of a
trustee, debtor, or creditor, the rights and powers of, or may avoid any transfer of its property or
any obligation it incurred that is voidable by, a judicial lien creditor, among other things.
173.

Pursuant to Bankruptcy Code section 502(d), “the court shall disallow any claim

of any entity . . . that is a transferee of a transfer avoidable under section . . . 544 . . .” subject to
certain conditions. 11 U.S.C. § 502(d).
174.

Defendants’ unperfected security interests against the HTA Allocable Revenues

are junior to the Commonwealth’s status as a judicial lien creditor and should be avoided
pursuant to Bankruptcy Code sections 544(a) and 551, and 19 L.P.R.A. § 2267(a)(2).
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The Commonwealth’s interest in any of the Commonwealth's property has

priority over unperfected security interests against such property, including any of Defendants’
purported and unperfected security interests against any of the Commonwealth’s property.
XVII. Defendants Do Not Have a Priority Claim Against the Commonwealth
176.

There is no Commonwealth law that grants any Defendant a priority claim with

respect to HTA Allocable Revenues.
177.

Neither PROMESA nor the Bankruptcy Code provisions incorporated into Title

III grant any of Defendants’ unsecured claims any priority over general unsecured claims against
the Commonwealth.
178.

None of the Bondholders’ purported claims against the Commonwealth have

administrative expense priority or any priority over general unsecured claims against the
Commonwealth.
XVIII. Defendants Do Not Have a Claim for Postpetition Revenues
179.

Any HTA Allocable Revenues received by the Commonwealth since the Petition

Date constitute “property acquired by the estate . . . after the commencement of the case” for
purposes of 11 U.S.C. § 552(a).
180.

The HTA Allocable Revenues are not “special revenues” as defined in

Bankruptcy Code section 902.
181.

None of the Bonds are secured by a security interest against any “special

revenues.”
182.

Any claim under Bankruptcy Code section 928 for a security interest against the

HTA Allocable Revenues received by the Commonwealth since the Petition Date fails because
Bankruptcy Code section 928 is only applicable to “special revenues.”
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Any claim under Bankruptcy Code section 928 for a security interest against the

HTA Allocable Revenues received by the Commonwealth since the Petition Date fails because
Defendants’ security interest, if any, is limited to amounts actually received by the HTA, and
transferred to the 1968 Sinking Fund or the 1998 Resolution Funds.
184.

The amounts deposited in the accounts controlled by the Fiscal Agent are

substantially less than the principal amount of either the 1968 Bonds or the 1998 Bonds.
Defendants do not meet the requirements of Bankruptcy Code section 506(b)
XIX. Defendants Do Not Have an Ownership Interest in Any HTA Allocable Revenues or
Other Commonwealth Property
185.

The HTA Allocable Revenue Statutes conditionally appropriating the HTA

Allocable Revenues to HTA recognized the HTA Allocable Revenues (i) are property of the
Commonwealth until they are transferred to HTA, (ii) are subject to retention by the
Commonwealth if the Commonwealth’s available resources are insufficient to cover its expenses
in a given fiscal year, and (iii) once transferred to HTA can be used for HTA’s corporate
purposes.
186.

The Commonwealth has an ownership interest in the retained HTA Allocable

Revenues—and Defendants do not have any ownership interests therein. No language in any of
the HTA Allocable Revenue Statutes or HTA Bond Materials gives Defendants ownership
interests.
187.

Because, among other reasons, the HTA Allocable Revenues remain “available

resources” pursuant to Article VI, Section 8 of the Commonwealth Constitution, the
Commonwealth has been authorized to retain its ownership interest in the HTA Allocable
Revenues and did not convey any property interests to HTA or the Bondholders since November
30, 2015. 9 L.P.R.A. § 2004(l) (authorizing HTA to issue bonds that “subject to the provisions
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of § 8 of Art. VI of the Constitution of the Commonwealth, pledge to the payment of said bonds
and interest thereon, the proceeds of any tax or other funds which may be made available to the
Authority by the Commonwealth.”).
188.

The HTA Allocable Revenues are in the Commonwealth’s Treasury Single

Account and are not funds belonging to Defendants.
189.

No Legislature can require appropriations be approved by future Legislatures.

Future Legislatures retain the right and freedom to repeal or otherwise change any appropriation.
The Commonwealth’s powers to retain those revenues pursuant to the Commonwealth
Constitution and to repeal the statute are indicia of the Commonwealth’s ownership of the HTA
Allocable Revenues.13
190.

Neither the HTA Allocable Revenue Statutes nor the HTA Bond Materials

governing the Bonds or the HTA Allocable Revenues create a trust in favor of Defendants, and
any trust would not be enforceable, because no deed of trust was executed and the moneys were
not placed in a segregated account.
191.

Neither the HTA Allocable Revenue Statutes nor the HTA Bond Materials

specifies the Commonwealth collects the HTA Allocable Revenues as Defendants’ agent, nor is
an agency relationship created by any other means.
192.

Under any circumstance, HTA would continue to be the owner of the HTA

Allocable Revenues until enforcement of any security interest or statutory lien is completed.

13

In any event, PROMESA preempts any inconsistent legislative appropriations made by the Commonwealth
without an Oversight Board certification.
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OBJECTIONS TO THE AMBAC CLAIM
COUNT I
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM AS DUPLICATIVE
OF THE MASTER PROOFS OF CLAIM
(11 U.S.C. § 502)
193.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
194.

The Ambac Claim seeks principal, prepetition interest, postpetition interest and

fees against the Commonwealth based on the same Bonds that are the subject of the Master
Proofs of Claim. The Ambac Claim is duplicative of the Master Proofs of Claim asserted by the
Fiscal Agent because they both make claims for the same exact funds owed under the Bonds.
195.

Ambac alleges (i) statutory liens against the HTA Allocable Revenues, (ii)

security interests against the HTA Allocable Revenues, (iii) violations of the U.S. and
Commonwealth Constitutions in failing to appropriate the HTA Allocable Revenues to HTA, (iv)
violations of PROMESA section 407, (v) the Commonwealth’s failure to appropriate the HTA
Allocable Revenues to HTA was unlawful and a breach of contract and/or gave rise various tort
claims, and (vi) entitlement to administrative expense priority.
196.

A failure to disallow the Ambac Claim will result in Ambac potentially receiving

an unwarranted double recovery against the Commonwealth to the detriment of other
stakeholders.
197.

Ambac will not be prejudiced by the disallowance of its duplicative claims

because they are subsumed within the Master Proofs of Claim.
198.

Plaintiff is entitled to judgment disallowing the Ambac Claim as duplicative of

the Master Proofs of Claim.

In the alternative, if the Ambac Claim is not disallowed as
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duplicative, Plaintiff is entitled to an offset from the Ambac Claim to be determined by the Court
for any amount recovered by the Fiscal Agent against Plaintiff.
COUNT II
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM BECAUSE AMBAC
LACKS STANDING TO ASSERT A CLAIM AGAINST THE COMMONWEALTH AS TO
THE BONDS
(11 U.S.C. §§ 501, 502)
199.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
200.

The Ambac Claim must be disallowed because Ambac does not have any “right to

payment” from the Commonwealth, or any interest in any right to payment, and therefore does
not have or possess an allowable claim against the Commonwealth under the Bankruptcy Code
or Commonwealth law. Without an enforceable obligation against the Commonwealth as to the
HTA Allocable Revenues, Ambac does not have standing to assert a claim against the
Commonwealth.
201.

Further, Ambac lacks derivative standing to assert any claims against the

Commonwealth for its retention of the HTA Allocable Revenues.
202.

Plaintiff is entitled to judgment disallowing the Ambac Claim in its entirety, as

Ambac does not have standing to assert a claim against the Commonwealth because it lacks any
interest in an enforceable obligation from the Commonwealth, a corresponding right to payment,
and a claim as defined by Bankruptcy Code section 101(5).
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COUNT III
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM ASSERTING
SUBROGATION RIGHTS THAT EXCEED THE AMOUNT PAID BY AMBAC TO
BONDHOLDERS OR OTHERWISE SUBORDINATING THE AMBAC CLAIM TO THE
CLAIMS OF BONDHOLDERS PURSUANT TO BANKRUPTCY CODE SECTION 509(c)
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. §§ 2104, 2141, 2142, 2161; 11 U.S.C. §§ 502, 509)
203.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
204.

The Ambac Claim asserts claims based on subrogation, reimbursement or

contribution rights arising from payments to Bondholders holding Bonds allegedly insured by
Ambac.
205.

Plaintiff is entitled to judgment disallowing the Ambac Claim for subrogation,

reimbursement, and contribution rights exceeding the amount Ambac has paid to Bondholders
and otherwise subordinating such portions of the allowable Ambac Claim for money actually
paid to the unpaid claims of insured Bondholders.
COUNT IV
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE SUCH
RETENTION WAS AUTHORIZED BY ARTICLE VI, SECTION 8 OF THE
COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
206.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
207.

The Ambac Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
208.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of Article VI, Section 8 of the Commonwealth Constitution, and pursuant to the HTA
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Allocable Revenue Statutes, which provide the HTA Allocable Revenues are “available
resources” of the Commonwealth.
209.

The obligation of the Commonwealth, if any, to appropriate the HTA Allocable

Revenues to HTA, as well as all other obligations related to the Bonds, were subject to Article
VI, Section 8 of the Commonwealth Constitution.
210.

Plaintiff is entitled to judgment disallowing the Ambac Claim because the

Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was authorized
by Article VI, Section 8 of the Commonwealth Constitution.
COUNT V
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE THE HTA
ALLOCABLE REVENUE STATUTES WERE PREEMPTED BY PROMESA
(48 U.S.C. §§ 2103, 2141, 2142; 11 U.S.C. § 502)
211.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
212.

The Ambac Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
213.

The Commonwealth’s retention of the HTA Allocable Revenues following the

passage of PROMESA does not give rise to a claim against the Commonwealth because the
statutes creating an obligation of the Commonwealth to appropriate and transfer the HTA
Allocable Revenues were preempted by PROMESA. Appropriations under Commonwealth law
were inconsistent with PROMESA’s provisions granting the Oversight Board complete power
over fiscal plans and budget appropriations
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Plaintiff is entitled to judgment disallowing the Ambac Claim because the

Commonwealth’s obligation to appropriate and transfer the HTA Allocable Revenues was
preempted.
COUNT VI
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES FOR BREACH OF
CONTRACT
(11 U.S.C. § 502)
215.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
216.

The Ambac Claim asserts a breach of contract claim against the Commonwealth

based on the Commonwealth’s retention of the HTA Allocable Revenues.
217.

The Commonwealth is not liable for any breach of contract to Ambac. The

Commonwealth is not a party to any contract with Ambac (including the HTA Bond Materials).
The Commonwealth does not owe any contractual obligations to or enforceable by Ambac
regarding payment on the Bonds.
218.

Plaintiff is entitled to judgment disallowing the Ambac Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not constitute a breach of a
Commonwealth contract.
COUNT VII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES FOR COMMON LAW
TORT CLAIMS
(11 U.S.C. § 502)
219.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
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The Ambac Claim asserts various tort-based claims—including common law

fraud, conversion, misrepresentation, unjust enrichment, fraudulent conveyance, tortious
interference with contract, and fraudulent inducement—which all purportedly arise out of the
Commonwealth’s retention of the HTA Allocable Revenues.
221.

The Commonwealth’s retention of the HTA Allocable Revenues was lawful under

pre-PROMESA laws and PROMESA, and the Commonwealth is not liable to Ambac for any tort
claims under any theory.
222.

The Ambac Claim’s conversion claim fails because (i) Ambac does not have a

security interest against any Commonwealth funds and any HTA funds beyond moneys actually
received by HTA from the Commonwealth and deposited in the 1968 Sinking Fund and the 1998
Resolution Funds, (ii) the Commonwealth’s retention of HTA Allocable Revenues not
appropriated and transferred to HTA prior to the passage of PROMESA was proper under the
Pre-PROMESA Retention Actions, (iii) the Bondholders do not have any other property interest
in the HTA Allocable Revenues, and (iv) the Commonwealth’s retention of HTA Allocable
Revenues not appropriated and transferred to HTA after the enactment of PROMESA was proper
because the HTA Allocable Revenue Statutes were preempted.
223.

The Ambac Claim’s tortious interference with contract claim fails because (i)

from the enactment of PROMESA the Commonwealth acted properly and lawfully in
authorizing the retention of the HTA Allocable Revenues due to preemption of the HTA
Allocable Revenue Statutes, and (ii) before enactment of PROMESA there was no breach of
contract with respect to any alleged failure to make payment on the Bonds because payments
were subject to Article VI, Section 8 and Article II, Sections 18 and 19 of the Commonwealth
Constitution.
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The Ambac Claim’s claims of fraud, fraudulent inducement, fraudulent

conveyance and misrepresentation fail because (i) they are not alleged with specificity, (ii) the
Commonwealth did not make any material misstatements of fact, (iii) the Commonwealth did not
engage in any fraudulent conduct, and (iv) the required elements of such fraud-based claims are
not alleged. Statements made in the HTA Bond Materials were truthful when made. The Ambac
Claim also fails to allege any facts regarding the required elements of fraudulent conveyance,
including, without limitation, (i) the date, amount, transferor and transferee of any purported
fraudulent conveyance, (ii) whether the transferor was solvent, (iii) whether the transferor
received reasonably equivalent value, (iv) whether the transferor acted with actual intent to
hinder, delay or defraud creditors, and (v) whether the transferor acted in good faith.
225.

The Ambac Claim’s claims of fraud, fraudulent inducement, fraudulent

conveyance and misrepresentation also fail because the HTA Allocable Revenue Statutes are
legislative pronouncements and do not constitute statements of fact for purposes of a fraud claim
or a misrepresentation claim.
226.

Plaintiff is entitled to judgment disallowing the Ambac Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not constitute tortious
interference with contract, conversion, fraud, fraudulent inducement, fraudulent conveyance, or
misrepresentation.
COUNT VIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE SUCH
RETENTION WAS AUTHORIZED BY ARTICLE II, SECTIONS 18 AND 19 OF THE
COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
227.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
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The Ambac Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
229.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
230.

Plaintiff is entitled to judgment disallowing the Ambac Claim because the

Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was authorized
by the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
231.

To the extent Ambac has an allowable claim for such retention, the claim is a

prepetition general unsecured claim and all assertions of priority and/or secured status should be
disallowed.
COUNT IX
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE NO CONTRACT WAS IMPAIRED
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
232.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
233.

Ambac alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
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The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because the Commonwealth was authorized to retain them under
Commonwealth and federal law, and no contractual right of Ambac’s was impaired.
235.

Any legislation enacted by the Commonwealth to support retention of the HTA

Allocable Revenues did not originate the Commonwealth’s power to retain the revenues. The
legislation carried out the Commonwealth’s preexisting rights and duties to retain the HTA
Allocable Revenues.
236.

Plaintiff is entitled to judgment disallowing the Ambac Claim because there has

been no impairment of Ambac’s contractual rights. In the alternative, Plaintiff is entitled to a
judgment declaring any valid claim held by Ambac based on the Contracts Clause is a
prepetition, unsecured, dischargeable claim.
COUNT X
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE NO LEGISLATION CREATED AN IMPAIRMENT
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
237.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
238.

Ambac alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
239.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because no Commonwealth legislation was passed that impaired Ambac’s
contract rights, if any.
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Plaintiff is entitled to judgment disallowing the Ambac Claim because there is no

Commonwealth legislation that impaired Ambac’s contract rights, if any. In the alternative,
Plaintiff is entitled to a judgment declaring any valid claim held by Ambac based on the
Contracts Clause is a prepetition, unsecured, dischargeable claim.
COUNT XI
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE THE COMMONWEALTH’S RETENTION OF THE
HTA ALLOCABLE REVENUES WAS DUE TO PROMESA, NOT LEGISLATION
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
241.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
242.

Ambac alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
243.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because the Commonwealth’s retention of the HTA Allocable Revenues
was due to PROMESA and not legislation.
244.

Plaintiff is entitled to judgment disallowing the Ambac Claim because the

Commonwealth’s retention of the HTA Allocable Revenues was due to PROMESA and not
legislation. In the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by
Ambac based on the Contracts Clause is a prepetition, unsecured, dischargeable claim.
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COUNT XII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM PREDICATED ON
VIOLATIONS OF THE TAKINGS CLAUSE OF THE COMMONWEALTH AND U.S.
CONSTITUTIONS BECAUSE AMBAC DOES NOT HOLD A PROPERTY INTEREST
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
245.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
246.

Ambac asserts the Commonwealth’s lawful retention of HTA Allocable Revenues

constitutes a taking.
247.

The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute a taking because Ambac has no property interest in the HTA Allocable Revenues.
248.

Plaintiff is entitled to judgment disallowing the Ambac Claim because Ambac has

no property interest in the HTA Allocable Revenues and therefore cannot assert a takings claim.
In the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by Ambac
based on the Takings Clause is a prepetition unsecured, dischargeable claim.
COUNT XIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM PREDICATED ON
VIOLATIONS OF THE TAKINGS CLAUSE OF THE COMMONWEALTH AND U.S.
CONSTITUTIONS BECAUSE AMBAC HAD A REASONABLE EXPECTATION THE
COMMONWEALTH WOULD RETAIN THE HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
249.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
250.

Ambac asserts the Commonwealth’s lawful retention of HTA Allocable Revenues

constitutes a taking.
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The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute an impermissible taking because such retention did not interfere with Ambac’s
reasonable expectations.
252.

Ambac knew or should have known, pursuant to Article VI, Section 8 and Article

II, Sections 18 and 19 of the Commonwealth Constitution, the HTA Allocable Revenue Statutes,
and the HTA Bond Materials, that the HTA Allocable Revenues were subject to the
Commonwealth’s retention.
253.

Plaintiff is entitled to judgment disallowing the Ambac Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not interfere with Ambac’s
reasonable expectations regarding the HTA Allocable Revenues. In the alternative, Plaintiff is
entitled to a judgment declaring any valid claim held by Ambac based on the Takings Clause is a
prepetition, unsecured, dischargeable claim.
COUNT XIV
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE DUE PROCESS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
254.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
255.

Ambac alleges the Commonwealth’s retention of HTA Allocable Revenues

constitutes a violation of the Due Process Clause, and asserts a claim against the Commonwealth
as a result of the alleged violation.
256.

Ambac filed a proof of claim pursuant to a court-supervised process in which it

can receive a distribution based on any allowed claim in due course pursuant to a confirmed plan
of adjustment.
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The Ambac Claim does not assert any additional basis on which the

Commonwealth’s retention of HTA Allocable Revenues constitutes a violation of the Due
Process Clause separate from its Takings Clause claim.
258.

Because the Ambac Claim does not assert any independent basis for its Due

Process claim beyond the basis for its Takings Clause claim, Ambac’s Due Process claim should
be disallowed because it has no property rights in the HTA Allocable Revenues retained by the
Commonwealth.
259.

Plaintiff is entitled to judgment disallowing the Ambac Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not violate the Due Process
Clause.
COUNT XV
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM BASED ON
PROMESA SECTION 407
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. §§ 2161, 2195; 11 U.S.C. § 502)
260.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
261.

The Ambac Claim asserts claims under PROMESA section 407(a).

262.

Ambac does not have a claim under PROMESA section 407(a) because the HTA

Allocable Revenues were not property of any territorial instrumentality transferred in violation of
applicable law, nor does Ambac have any security interest against the HTA Allocable Revenues.
263.

Ambac also does not have standing to assert a claim—if a valid claim existed—

under PROMESA section 407(a), because only HTA has a claim for the transferred property
against the transferee.
264.

Plaintiff is entitled to judgment disallowing the Ambac Claim based on

PROMESA section 407(a).
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COUNT XVI
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM FOR POSTPETITION
INTEREST AND OTHER POSTPETITION COSTS PURSUANT TO BANKRUPTCY CODE
SECTION 502(b)(2)
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
265.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
266.

The Ambac Claim asserts claims for postpetition interest and other postpetition

267.

Pursuant to Bankruptcy Code section 502(b), Ambac’s claims for postpetition

costs.

interest must be disallowed.
268.

Pursuant to section 506, Ambac’s claims for costs and expenses must be

disallowed to the extent not provided for by the 1968 Resolution, 1998 Resolution or other
applicable agreement, and to the extent provided for, must be allowed as prepetition general
unsecured claims to the extent its collateral value does not exceed all unpaid principal and
interest on the bonds it owns and insures.
COUNT XVII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC’S SECURED CLAIM
(11 U.S.C. § 502)
269.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
270.

Ambac has no valid secured claim against the Commonwealth as it was neither

granted any security interest nor holds any statutory liens against any property in which the
Commonwealth has an interest, nor has Ambac perfected any alleged security interest if any, as
against the Commonwealth.
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Plaintiff is entitled to judgment disallowing Ambac’s claim that Ambac possesses

a secured claim against the HTA Allocable Revenues.
COUNT XVIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AND AVOIDING AMBAC CLAIM
ASSERTING PERFECTED SECURITY INTERESTS PURSUANT TO BANKRUPTCY
CODE SECTION 502(d)
(48 U.S.C. § 2161; 11 U.S.C. §§ 502, 544)
272.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
273.

The Ambac Claim asserts the Bonds it holds and/or insures are secured by a

perfected security interest against the HTA Allocable Revenues held by the Commonwealth.
274.

Ambac does not have control over any deposit accounts, including the 1968

Sinking Fund or the 1998 Resolution Funds, or in any other funds held by the Commonwealth.
275.

No financing statements were filed against the Commonwealth regarding the

276.

Plaintiff is entitled to judgment disallowing Ambac’s claim for a perfected

Bonds.

security interest against the Bonds as against the Commonwealth.
COUNT XIX
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC’S PRIORITY CLAIM
(48 U.S.C. §§ 2103, 2161; 11 U.S.C. § 502)
277.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
278.

The Ambac Claim asserts amounts due to Ambac are entitled to priority over

other unsecured claims.
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Ambac does not have a priority claim under Commonwealth law. Moreover, even

if Ambac had a priority under Commonwealth law (not based on a lien), such a priority is not
recognized in PROMESA Title III.
280.

Ambac does not have an administrative expense claim pursuant to PROMESA

section 507. None of Ambac’s claims are for the actual and necessary expenses of preserving
the Commonwealth’s property for purposes of Bankruptcy Code sections 507(a)(2) and 503(b).
281.

Plaintiff is entitled to judgment disallowing all priorities asserted for the Ambac

Claim.
COUNT XX
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM TO A SECURITY
INTEREST AGAINST REVENUES COLLECTED POSTPETITION AND/OR RIGHTS TO
RECEIVE REVENUES ARISING POSTPETITION PURSUANT TO BANKRUPTCY CODE
SECTION 552
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. §§ 502, 552)
282.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
283.

The Ambac Claim asserts HTA Allocable Revenues collected postpetition are

subject to Ambac’s purported security interest.
284.

Ambac does not have a valid or perfected security interest against the HTA

Allocable Revenues. Even if it did, such security interest would not attach to moneys collected
postpetition.
285.

Plaintiff is entitled to judgment disallowing the Ambac Claim regarding its

purported security interest against any and all postpetition HTA Allocable Revenues retained by
the Commonwealth.
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COUNT XXI
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM ASSERTING BONDS
ARE SECURED AGAINST SPECIAL REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 902)
286.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
287.

The Ambac Claim asserts all HTA Allocable Revenues allegedly securing the

Bonds are “special revenues” as defined in Bankruptcy Code section 902(2).
288.

The HTA Allocable Revenues are not “special revenues” as defined in

Bankruptcy Code section 902(2).
289.

None of the Bonds allegedly held or insured by Ambac are secured by a security

interest against any “special revenues.”
290.

The Oversight Board is entitled to judgment disallowing the Ambac Claim

asserting the Bonds Ambac allegedly holds or insures are secured against “special revenues” as
defined in Bankruptcy Code section 902(2).
COUNT XXII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM OF OWNERSHIP IN
HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
291.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
292.

The Ambac Claim asserts the HTA Allocable Revenues are owned by the

Bondholders.
293.

None of the HTA Allocable Revenue Statutes or HTA Bond Materials provide

Defendants an ownership interest in HTA Allocable Revenues possessed by the Commonwealth,
including under any trust or agency theory.
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Plaintiff is entitled to judgment disallowing claims to an ownership interest

asserted in the Ambac Claim, including an ownership interest based on trust or agency theories.
COUNT XXIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AMBAC CLAIM FOR BREACH OF
THE HTA NON-IMPAIRMENT PROVISION
(11 U.S.C. § 502)
295.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
296.

The Ambac Claim asserts the Commonwealth’s retention of the HTA Allocable

Revenues constitutes a breach of the HTA Non-Impairment Provision.
297.

The Commonwealth has not breached the HTA Non-Impairment Provision

because it has not limited or altered any rights conferred to HTA. The Commonwealth never
repealed or amended the Enabling Act, or passed any legislation that conflicts with the powers
granted to HTA.
298.

The Commonwealth’s retention of the HTA Allocable Revenues does not limit or

alter HTA’s rights to the HTA Allocable Revenues as such rights were always conditional and
subject to Section 8 Article VI of the Commonwealth Constitution.
299.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

fiscal plans and budgets certified by the Oversight Board is a result of PROMESA’s preemption
of the Enabling Act’s conditional appropriation of the HTA Allocable Revenues and does not
constitute an action of the Commonwealth that limits or alters HTA’s rights.
300.

Plaintiff is entitled to judgment disallowing the Ambac Claim because there has

been no breach of the HTA Non-Impairment Provision.
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OBJECTIONS TO AGC CLAIM
COUNT XXIV
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM AS DUPLICATIVE OF
THE MASTER PROOFS OF CLAIM
(11 U.S.C. § 502)
301.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
302.

The AGC Claim seeks principal, prepetition interest, postpetition interest and fees

against the Commonwealth based on the same Bonds that are the subject of the Master Proofs of
Claim. The AGC Claim is duplicative of the Master Proofs of Claim asserted by the Fiscal
Agent because they both make claims for the same exact funds owed under the Bonds.
303.

AGC alleges (i) statutory liens against the HTA Allocable Revenues, (ii) security

interests against the HTA Allocable Revenues, (iii) violations of the U.S. and Commonwealth
Constitutions in failing to appropriate the HTA Allocable Revenues to HTA, (iv) violations of
PROMESA section 407, (v) the Commonwealth’s failure to appropriate the HTA Allocable
Revenues to HTA was unlawful and a breach of contract and/or gave rise various tort claims, and
(vi) entitlement to administrative expense priority.
304.

A failure to disallow the AGC Claim will result in AGC potentially receiving an

unwarranted double recovery against the Commonwealth to the detriment of other stakeholders.
305.

AGC will not be prejudiced by the disallowance of its duplicative claims because

they are subsumed within the Master Proofs of Claim.
306.

Plaintiff is entitled to judgment disallowing the AGC Claim as duplicative of the

Master Proofs of Claim. In the alternative, if the AGC Claim is not disallowed as duplicative,
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Plaintiff is entitled to an offset from the AGC Claim to be determined by the Court for any
amount recovered by the Fiscal Agent against Plaintiff.
COUNT XXV
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM BECAUSE AGC LACKS
STANDING TO ASSERT A CLAIM AGAINST THE COMMONWEALTH AS TO THE
BONDS
(11 U.S.C. §§ 501, 502)
307.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
308.

The AGC Claim must be disallowed because AGC does not have any “right to

payment” from the Commonwealth, or any interest in any right to payment, and therefore does
not have or possess an allowable claim against the Commonwealth under the Bankruptcy Code
or Commonwealth law. Without an enforceable obligation against the Commonwealth as to the
HTA Allocable Revenues, AGC does not have standing to assert a claim against the
Commonwealth.
309.

Further, AGC lacks derivative standing to assert any claims against the

Commonwealth for its retention of the HTA Allocable Revenues.
310.

Plaintiff is entitled to judgment disallowing the AGC Claim in its entirety, as

AGC does not have standing to assert a claim against the Commonwealth because it lacks any
interest in an enforceable obligation from the Commonwealth, a corresponding right to payment,
and a claim as defined by Bankruptcy Code section 101(5).
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COUNT XXVI
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM ASSERTING
SUBROGATION RIGHTS THAT EXCEED THE AMOUNT PAID BY AGC TO
BONDHOLDERS OR OTHERWISE SUBORDINATING THE AGC CLAIM TO THE
CLAIMS OF BONDHOLDERS PURSUANT TO BANKRUPTCY CODE SECTION 509(c)
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. §§ 2104, 2141, 2142, 2161; 11 U.S.C. §§ 502, 509)
311.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
312.

The AGC Claim asserts claims based on subrogation, reimbursement or

contribution rights arising from payments to Bondholders holding Bonds allegedly insured by
AGC.
313.

Plaintiff is entitled to judgment disallowing the AGC Claim for subrogation,

reimbursement, and contribution rights exceeding the amount AGC has paid to Bondholders and
otherwise subordinating such portions of the allowable AGC Claim for money actually paid to
the unpaid claims of insured Bondholders.
COUNT XXVII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE SUCH
RETENTION WAS AUTHORIZED BY ARTICLE VI, SECTION 8 OF THE
COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
314.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
315.

The AGC Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
316.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of Article VI, Section 8 of the Commonwealth Constitution, and pursuant to the HTA
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Allocable Revenue Statutes, which provide the HTA Allocable Revenues are “available
resources” of the Commonwealth.
317.

The obligation of the Commonwealth, if any, to appropriate the HTA Allocable

Revenues to HTA, as well as all other obligations related to the Bonds, were subject to Article
VI, Section 8 of the Commonwealth Constitution.
318.

Plaintiff is entitled to judgment disallowing the AGC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was authorized
by Article VI, Section 8 of the Commonwealth Constitution.
COUNT XXVIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE THE HTA
ALLOCABLE REVENUE STATUTES WERE PREEMPTED BY PROMESA
(48 U.S.C. §§ 2103, 2141, 2142; 11 U.S.C. § 502)
319.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
320.

The AGC Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
321.

The Commonwealth’s retention of the HTA Allocable Revenues following the

passage of PROMESA does not give rise to a claim against the Commonwealth because the
statutes creating an obligation of the Commonwealth to appropriate and transfer the HTA
Allocable Revenues were preempted by PROMESA. Appropriations under Commonwealth law
were inconsistent with PROMESA’s provisions granting the Oversight Board complete power
over fiscal plans and budget appropriations
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Plaintiff is entitled to judgment disallowing the AGC Claim because the

Commonwealth’s obligation to appropriate and transfer the HTA Allocable Revenues was
preempted.
COUNT XXIX
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES FOR BREACH OF
CONTRACT
(11 U.S.C. § 502)
323.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
324.

The AGC Claim asserts a breach of contract claim against the Commonwealth

based on the Commonwealth’s retention of the HTA Allocable Revenues.
325.

The Commonwealth is not liable for any breach of contract to AGC.

The

Commonwealth is not a party to any contract with AGC (including the HTA Bond Materials).
The Commonwealth does not owe any contractual obligations to or enforceable by AGC
regarding payment on the Bonds.
326.

Plaintiff is entitled to judgment disallowing the AGC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not constitute a breach of
Commonwealth contract.
COUNT XXX
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES FOR COMMON LAW
TORT CLAIMS
(11 U.S.C. § 502)
327.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
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The AGC Claim asserts tort-based claims, which purportedly arise out of the

Commonwealth’s retention of the HTA Allocable Revenues.
329.

The Commonwealth’s retention of the HTA Allocable Revenues was lawful under

pre-PROMESA laws and PROMESA, and the Commonwealth is not liable to AGC for any tort
claims under any theory.
330.

A conversion claim asserted by AGC fails because (i) AGC does not have a

security interest against any Commonwealth funds and any HTA funds beyond moneys actually
received by HTA from the Commonwealth and deposited in the 1968 Sinking Fund and the 1998
Resolution Funds, (ii) the Commonwealth’s retention of HTA Allocable Revenues not
appropriated and transferred to HTA prior to the passage of PROMESA was proper under the
Pre-PROMESA Retention Actions, (iii) the Bondholders do not have any other property interest
in the HTA Allocable Revenues, and (iv) the Commonwealth’s retention of HTA Allocable
Revenues not appropriated and transferred to HTA after the enactment of PROMESA was proper
because the HTA Allocable Revenue Statutes were preempted.
331.

A tortious interference with contract claim asserted by AGC fails because (i) from

the enactment of PROMESA the Commonwealth acted properly and lawfully in authorizing the
retention of the HTA Allocable Revenues due to preemption of the HTA Allocable Revenue
Statutes, and (ii) before enactment of PROMESA there was no breach of contract with respect to
any alleged failure to make payment on the Bonds because payments were subject to Article VI,
Section 8 and Article II, Sections 18 and 19 of the Commonwealth Constitution.
332.

Claims

of

fraud,

fraudulent

inducement,

fraudulent

conveyance

and

misrepresentation asserted by AGC fail because (i) they are not alleged with specificity, (ii) the
Commonwealth did not make any material misstatements of fact, (iii) the Commonwealth did not
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engage in any fraudulent conduct, and (iv) the required elements of such fraud-based claims are
not alleged. Statements made in the HTA Bond Materials were truthful when made. The AGC
Claim also fails to allege any facts regarding the required elements of fraudulent conveyance,
including, without limitation, (i) the date, amount, transferor and transferee of any purported
fraudulent conveyance, (ii) whether the transferor was solvent, (iii) whether the transferor
received reasonably equivalent value, (iv) whether the transferor acted with actual intent to
hinder, delay or defraud creditors, and (v) whether the transferor acted in good faith.
333.

Claims

of

fraud,

fraudulent

inducement,

fraudulent

conveyance

and

misrepresentation asserted by AGC fail because the HTA Allocable Revenue Statutes are
legislative pronouncements and do not constitute statements of fact for purposes of a fraud claim
or a misrepresentation claim.
334.

Plaintiff is entitled to judgment disallowing the AGC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not constitute a tort.
COUNT XXXI
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE SUCH
RETENTION WAS AUTHORIZED BY ARTICLE II, SECTIONS 18 AND 19 OF THE
COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
335.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
336.

The AGC Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
337.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
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operation of the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
338.

Plaintiff is entitled to judgment disallowing the AGC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was authorized
by the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
339.

To the extent AGC has an allowable claim for such retention, the claim is a

prepetition general unsecured claim and all assertions of priority and/or secured status should be
disallowed.
COUNT XXXII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE NO CONTRACT WAS IMPAIRED
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
340.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
341.

AGC alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
342.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because the Commonwealth was authorized to retain them under
Commonwealth and federal law, and no contractual right of AGC’s was impaired.
343.

Any legislation enacted by the Commonwealth to support retention of the HTA

Allocable Revenues did not originate the Commonwealth’s power to retain the revenues. The
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legislation carried out the Commonwealth’s preexisting rights and duties to retain the HTA
Allocable Revenues.
344.

Plaintiff is entitled to judgment disallowing the AGC Claim because there has

been no impairment of AGC’s contractual rights. In the alternative, Plaintiff is entitled to a
judgment declaring any valid claim held by AGC based on the Contracts Clause is a prepetition,
unsecured, dischargeable claim.
COUNT XXXIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE NO LEGISLATION CREATED AN IMPAIRMENT
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
345.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
346.

AGC alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
347.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because no Commonwealth legislation was passed that impaired AGC’s
contract rights, if any.
348.

Plaintiff is entitled to judgment disallowing the AGC Claim because there is no

Commonwealth legislation that impaired AGC’s contract rights, if any. In the alternative,
Plaintiff is entitled to a judgment declaring any valid claim held by AGC based on the Contracts
Clause is a prepetition, unsecured, dischargeable claim.
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COUNT XXXIV
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE THE COMMONWEALTH’S RETENTION OF THE
HTA ALLOCABLE REVENUES WAS DUE TO PROMESA, NOT LEGISLATION
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
349.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
350.

AGC alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
351.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because the Commonwealth’s retention of the HTA Allocable Revenues
was due to PROMESA and not legislation.
352.

Plaintiff is entitled to judgment disallowing the AGC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues was due to PROMESA and not
legislation. In the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by
AGC based on the Contracts Clause is a prepetition, unsecured, dischargeable claim.
COUNT XXXV
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM PREDICATED ON
VIOLATIONS OF THE TAKINGS CLAUSE OF THE COMMONWEALTH AND U.S.
CONSTITUTIONS BECAUSE AGC DOES NOT HOLD A PROPERTY INTEREST
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
353.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
354.

AGC asserts the Commonwealth’s lawful retention of HTA Allocable Revenues

constitutes a taking.
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The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute a taking because AGC has no property interest in the HTA Allocable Revenues.
356.

Plaintiff is entitled to judgment disallowing the AGC Claim because AGC has no

property interest in the HTA Allocable Revenues and therefore cannot assert a takings claim. In
the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by AGC based
on the Takings Clause is a prepetition unsecured, dischargeable claim.
COUNT XXXVI
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM PREDICATED ON
VIOLATIONS OF THE TAKINGS CLAUSE OF THE COMMONWEALTH AND U.S.
CONSTITUTIONS BECAUSE AGC HAD A REASONABLE EXPECTATION THE
COMMONWEALTH WOULD RETAIN THE HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
357.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
358.

AGC asserts the Commonwealth’s lawful retention of HTA Allocable Revenues

constitutes a taking.
359.

The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute an impermissible taking because such retention did not interfere with AGC’s
reasonable expectations.
360.

AGC knew or should have known, pursuant to Article VI, Section 8 and Article

II, Sections 18 and 19 of the Commonwealth Constitution, the HTA Allocable Revenue Statutes,
and the HTA Bond Materials, that the HTA Allocable Revenues were subject to the
Commonwealth’s retention.
361.

Plaintiff is entitled to judgment disallowing the AGC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not interfere with AGC’s
reasonable expectations regarding the HTA Allocable Revenues. In the alternative, Plaintiff is
73

Case:20-00005-LTS Doc#:1 Filed:01/16/20 Entered:01/16/20 18:09:06
Document Page 74 of 206

Desc: Main

entitled to a judgment declaring any valid claim held by AGC based on the Takings Clause is a
prepetition unsecured, dischargeable claim.
COUNT XXXVII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE DUE PROCESS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
362.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
363.

AGC alleges the Commonwealth’s retention of HTA Allocable Revenues

constitutes a violation of the Due Process Clause, and asserts a claim against the Commonwealth
as a result of the alleged violation.
364.

AGC filed a proof of claim pursuant to a court-supervised process in which it can

receive a distribution based on any allowed claim in due course pursuant to a confirmed plan of
adjustment.
365.

The AGC Claim does not assert any additional basis on which the

Commonwealth’s retention of HTA Allocable Revenues constitutes a violation of the Due
Process Clause separate from its Takings Clause claim.
366.

Because the AGC Claim does not assert any independent basis for its Due Process

claim beyond the basis for its Takings Clause claim, AGC’s Due Process claim should be
disallowed because it has no property rights in the HTA Allocable Revenues retained by the
Commonwealth.
367.

Plaintiff is entitled to judgment disallowing the AGC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not violate the Due Process
Clause.
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COUNT XXXVIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM BASED ON PROMESA
SECTION 407
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. §§ 2161, 2195; 11 U.S.C. § 502)
368.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
369.

The AGC Claim asserts claims under PROMESA section 407(a).

370.

AGC does not have a claim under PROMESA section 407(a) because the HTA

Allocable Revenues were not property of any territorial instrumentality transferred in violation of
applicable law, nor does AGC have any security interest against the HTA Allocable Revenues.
371.

AGC also does not have standing to assert a claim—if a valid claim existed—

under PROMESA section 407(a), because only HTA has a claim for the transferred property
against the transferee.
372.

Plaintiff is entitled to judgment disallowing the AGC Claim based on PROMESA

section 407(a).
COUNT XXXIX
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM FOR POSTPETITION
INTEREST AND OTHER POSTPETITION COSTS PURSUANT TO BANKRUPTCY CODE
SECTION 502(b)(2)
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
373.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
374.

The AGC Claim asserts claims for postpetition interest and other postpetition

375.

Pursuant to Bankruptcy Code section 502(b), AGC’s claims for postpetition

costs.

interest must be disallowed.
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Pursuant to section 506, AGC’s claims for costs and expenses must be disallowed

to the extent not provided for by the 1968 Resolution, 1998 Resolution or other applicable
agreement, and to the extent provided for, must be allowed as prepetition general unsecured
claims to the extent its collateral value does not exceed all unpaid principal and interest on the
bonds it owns and insures.
COUNT XL
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC’S SECURED CLAIM
(11 U.S.C. § 502)
377.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
378.

AGC has no valid secured claim against the Commonwealth as it was neither

granted any security interest nor holds any statutory liens against any property in which the
Commonwealth has an interest, nor has AGC perfected any alleged security interest if any, as
against the Commonwealth.
379.

Plaintiff is entitled to judgment disallowing AGC’s claim that AGC possesses a

secured claim against the HTA Allocable Revenues.
COUNT XLI
1968 & 1998 BONDS: JUDGMENT DISALLOWING AND AVOIDING AGC CLAIM
ASSERTING PERFECTED SECURITY INTERESTS PURSUANT TO BANKRUPTCY
CODE SECTION 502(d)
(48 U.S.C. § 2161; 11 U.S.C. §§ 502, 544)
380.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
381.

The AGC Claim asserts the Bonds it holds and/or insures are secured by a

perfected security interest against the HTA Allocable Revenues held by the Commonwealth.
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AGC does not have control over any deposit accounts, including the 1968 Sinking

Fund or the 1998 Resolution Funds, or in any other funds held by the Commonwealth.
383.

No financing statements were filed against the Commonwealth regarding the

384.

Plaintiff is entitled to judgment disallowing AGC’s claim for a perfected security

Bonds.

interest against the Bonds as against the Commonwealth.
COUNT XLII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC’S PRIORITY CLAIM
(48 U.S.C. §§ 2103, 2161; 11 U.S.C. § 502)
385.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
386.

The AGC Claim asserts amounts due to AGC are entitled to priority over other

unsecured claims.
387.

AGC does not have a priority claim under Commonwealth law. Moreover, even

if AGC had a priority under Commonwealth law (not based on a lien), such a priority is not
recognized in PROMESA Title III.
388.

AGC does not have an administrative expense claim pursuant to PROMESA

section 507. None of AGC’s claims are for the actual and necessary expenses of preserving the
Commonwealth’s property for purposes of Bankruptcy Code sections 507(a)(2) and 503(b).
389.

Plaintiff is entitled to judgment disallowing all priorities asserted for the AGC

Claim.
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COUNT XLIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM TO A SECURITY
INTEREST AGAINST REVENUES COLLECTED POSTPETITION AND/OR RIGHTS TO
RECEIVE REVENUES ARISING POSTPETITION PURSUANT TO BANKRUPTCY CODE
SECTION 552
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. §§ 502, 552)
390.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
391.

The AGC Claim asserts HTA Allocable Revenues collected postpetition are

subject to AGC’s purported security interest.
392.

AGC does not have a valid or perfected security interest against the HTA

Allocable Revenues. Even if it did, such security interest would not attach to moneys collected
postpetition.
393.

Plaintiff is entitled to judgment disallowing the AGC Claim regarding its

purported security interest against any and all postpetition HTA Allocable Revenues retained by
the Commonwealth.
COUNT XLIV
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM ASSERTING BONDS
ARE SECURED AGAINST SPECIAL REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 902)
394.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
395.

The AGC Claim asserts all HTA Allocable Revenues allegedly securing the

Bonds are “special revenues” as defined in Bankruptcy Code section 902(2).
396.

The HTA Allocable Revenues are not “special revenues” as defined in

Bankruptcy Code section 902(2).
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None of the Bonds allegedly held or insured by AGC are secured by a security

interest against any “special revenues.”
398.

The Oversight Board is entitled to judgment disallowing the AGC Claim asserting

the Bonds AGC allegedly holds or insures are secured against “special revenues” as defined in
Bankruptcy Code section 902(2).
COUNT XLV
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM OF OWNERSHIP IN
HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
399.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
400.

The AGC Claim asserts the HTA Allocable Revenues are owned by the

Bondholders.
401.

None of the HTA Allocable Revenue Statutes or HTA Bond Materials provide

Defendants an ownership interest in HTA Allocable Revenues possessed by the Commonwealth,
including under any trust or agency theory.
402.

Plaintiff is entitled to judgment disallowing claims to an ownership interest

asserted in the AGC Claim, including an ownership interest based on trust or agency theories.
COUNT XLVI
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGC CLAIM FOR BREACH OF THE
HTA NON-IMPAIRMENT PROVISION
(11 U.S.C. § 502)
403.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
404.

The AGC Claim asserts the Commonwealth’s retention of the HTA Allocable

Revenues constitutes a breach of the HTA Non-Impairment Provision.
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The Commonwealth has not breached the HTA Non-Impairment Provision

because it has not limited or altered any rights conferred to HTA. The Commonwealth never
repealed or amended the Enabling Act, or passed any legislation that conflicts with the powers
granted to HTA.
406.

The Commonwealth’s retention of the HTA Allocable Revenues does not limit or

alter HTA’s rights to the HTA Allocable Revenues as such rights were always conditional and
subject to Section 8 Article VI of the Commonwealth Constitution.
407.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

fiscal plans and budgets certified by the Oversight Board is a result of PROMESA’s preemption
of the Enabling Act’s conditional appropriation of the HTA Allocable Revenues.
408.

Plaintiff is entitled to judgment disallowing the AGC Claim because there has

been no breach of the HTA Non-Impairment Provision.

OBJECTIONS TO AGMC CLAIM
COUNT XLVII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM AS DUPLICATIVE OF
THE MASTER PROOFS OF CLAIM
(11 U.S.C. § 502)
409.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
410.

The AGMC Claim seeks principal, prepetition interest, postpetition interest and

fees against the Commonwealth based on the same Bonds that are the subject of the Master
Proofs of Claim. The AGMC Claim is duplicative of the Master Proofs of Claim asserted by the
Fiscal Agent because they both make claims for the same exact funds owed under the Bonds.
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AGMC alleges (i) statutory liens against the HTA Allocable Revenues, (ii)

security interests against the HTA Allocable Revenues, (iii) violations of the U.S. and
Commonwealth Constitutions in failing to appropriate the HTA Allocable Revenues to HTA, (iv)
violations of PROMESA section 407, (v) the Commonwealth’s failure to appropriate the HTA
Allocable Revenues to HTA was unlawful and a breach of contract and/or gave rise various tort
claims, and (vi) entitlement to administrative expense priority.
412.

A failure to disallow the AGMC Claim will result in AGMC potentially receiving

an unwarranted double recovery against the Commonwealth to the detriment of other
stakeholders.
413.

AGMC will not be prejudiced by the disallowance of its duplicative claims

because they are subsumed within the Master Proofs of Claim.
414.

Plaintiff is entitled to judgment disallowing the AGMC Claim as duplicative of

the Master Proofs of Claim. In the alternative, if the AGMC Claim is not disallowed as
duplicative, Plaintiff is entitled to an offset from the AGMC Claim to be determined by the Court
for any amount recovered by the Fiscal Agent against Plaintiff.
COUNT XLVIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM BECAUSE AGMC
LACKS STANDING TO ASSERT A CLAIM AGAINST THE COMMONWEALTH AS TO
THE BONDS
(11 U.S.C. §§ 501, 502)
415.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
416.

The AGMC Claim must be disallowed because AGMC does not have any “right

to payment” from the Commonwealth, or any interest in any right to payment, and therefore does
not have or possess an allowable claim against the Commonwealth under the Bankruptcy Code
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or Commonwealth law. Without an enforceable obligation against the Commonwealth as to the
HTA Allocable Revenues, AGMC does not have standing to assert a claim against the
Commonwealth.
417.

Further, AGMC lacks derivative standing to assert any claims against the

Commonwealth for its retention of the HTA Allocable Revenues.
418.

Plaintiff is entitled to judgment disallowing the AGMC Claim in its entirety, as

AGMC does not have standing to assert a claim against the Commonwealth because it lacks any
interest in an enforceable obligation from the Commonwealth, a corresponding right to payment,
and a claim as defined by Bankruptcy Code section 101(5).
COUNT XLIX
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM ASSERTING
SUBROGATION RIGHTS THAT EXCEED THE AMOUNT PAID BY AGMC TO
BONDHOLDERS OR OTHERWISE SUBORDINATING THE AGMC CLAIM TO THE
CLAIMS OF BONDHOLDERS PURSUANT TO BANKRUPTCY CODE SECTION 509(c)
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. §§ 2104, 2141, 2142, 2161; 11 U.S.C. §§ 502, 509)
419.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
420.

The AGMC Claim asserts claims based on subrogation, reimbursement or

contribution rights arising from payments to Bondholders holding Bonds allegedly insured by
AGMC.
421.

Plaintiff is entitled to judgment disallowing the AGMC Claim for subrogation,

reimbursement, and contribution rights exceeding the amount AGMC has paid to Bondholders
and otherwise subordinating such portions of the allowable AGMC Claim for money actually
paid to the unpaid claims of insured Bondholders.
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COUNT L
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE SUCH
RETENTION WAS AUTHORIZED BY ARTICLE VI, SECTION 8 OF THE
COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
422.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
423.

The AGMC Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
424.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of Article VI, Section 8 of the Commonwealth Constitution, and pursuant to the HTA
Allocable Revenue Statutes, which provide the HTA Allocable Revenues are “available
resources” of the Commonwealth.
425.

The obligation of the Commonwealth, if any, to appropriate the HTA Allocable

Revenues to HTA, as well as all other obligations related to the Bonds, were subject to Article
VI, Section 8 of the Commonwealth Constitution.
426.

Plaintiff is entitled to judgment disallowing the AGMC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was authorized
by Article VI, Section 8 of the Commonwealth Constitution.
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COUNT LI
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE THE HTA
ALLOCABLE REVENUE STATUTES WERE PREEMPTED BY PROMESA
(48 U.S.C. §§ 2103, 2141, 2142; 11 U.S.C. § 502)
427.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
428.

The AGMC Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
429.

The Commonwealth’s retention of the HTA Allocable Revenues following the

passage of PROMESA does not give rise to a claim against the Commonwealth because the
statutes creating an obligation of the Commonwealth to appropriate and transfer the HTA
Allocable Revenues were preempted by PROMESA. Appropriations under Commonwealth law
were inconsistent with PROMESA’s provisions granting the Oversight Board complete power
over fiscal plans and budget appropriations
430.

Plaintiff is entitled to judgment disallowing the AGMC Claim because the

Commonwealth’s obligation to appropriate and transfer the HTA Allocable Revenues was
preempted.
COUNT LII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES FOR BREACH OF
CONTRACT
(11 U.S.C. § 502)
431.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
432.

The AGMC Claim asserts a breach of contract claim against the Commonwealth

based on the Commonwealth’s retention of the HTA Allocable Revenues.
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The Commonwealth is not liable for any breach of contract to AGMC. The

Commonwealth is not a party to any contract with AGMC (including the HTA Bond Materials).
The Commonwealth does not owe any contractual obligations to or enforceable by AGMC
regarding payment on the Bonds.
434.

Plaintiff is entitled to judgment disallowing the AGMC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not constitute a breach of a
Commonwealth contract.
COUNT LIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES FOR COMMON LAW
TORT CLAIMS
(11 U.S.C. § 502)
435.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
436.

The AGMC Claim asserts tort-based claims, which purportedly arise out of the

Commonwealth’s retention of the HTA Allocable Revenues.
437.

The Commonwealth’s retention of the HTA Allocable Revenues was lawful under

pre-PROMESA laws and PROMESA, and the Commonwealth is not liable to AGMC for any
tort claims under any theory.
438.

A conversion claim asserted by AGMC fails because (i) AGMC does not have a

security interest against any Commonwealth funds and any HTA funds beyond moneys actually
received by HTA from the Commonwealth and deposited in the 1968 Sinking Fund and the 1998
Resolution Funds, (ii) the Commonwealth’s retention of HTA Allocable Revenues not
appropriated and transferred to HTA prior to the passage of PROMESA was proper under the
Pre-PROMESA Retention Actions, (iii) the Bondholders do not have any other property interest
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in the HTA Allocable Revenues, and (iv) the Commonwealth’s retention of HTA Allocable
Revenues not appropriated and transferred to HTA after the enactment of PROMESA was proper
because the HTA Allocable Revenue Statutes were preempted.
439.

A tortious interference with contract claim asserted by AGMC fails because (i)

from the enactment of PROMESA the Commonwealth acted properly and lawfully in
authorizing the retention of the HTA Allocable Revenues due to preemption of the HTA
Allocable Revenue Statutes, and (ii) before enactment of PROMESA there was no breach of
contract with respect to any alleged failure to make payment on the Bonds because payments
were subject to Article VI, Section 8 and Article II, Sections 18 and 19 of the Commonwealth
Constitution.
440.

Claims

of

fraud,

fraudulent

inducement,

fraudulent

conveyance

and

misrepresentation asserted by AGMC fail because (i) they are not alleged with specificity, (ii)
the Commonwealth did not make any material misstatements of fact, (iii) the Commonwealth did
not engage in any fraudulent conduct, and (iv) the required elements of such fraud-based claims
are not alleged. Statements made in the HTA Bond Materials were truthful when made. The
AGMC Claim also fails to allege any facts regarding the required elements of fraudulent
conveyance, including, without limitation, (i) the date, amount, transferor and transferee of any
purported fraudulent conveyance, (ii) whether the transferor was solvent, (iii) whether the
transferor received reasonably equivalent value, (iv) whether the transferor acted with actual
intent to hinder, delay or defraud creditors, and (v) whether the transferor acted in good faith.
441.

Claims

of

fraud,

fraudulent

inducement,

fraudulent

conveyance

and

misrepresentation asserted by AGMC fail because the HTA Allocable Revenue Statutes are
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legislative pronouncements and do not constitute statements of fact for purposes of a fraud claim
or a misrepresentation claim.
442.

Plaintiff is entitled to judgment disallowing the AGMC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not constitute a tort.
COUNT LIV
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE SUCH
RETENTION WAS AUTHORIZED BY ARTICLE II, SECTIONS 18 AND 19 OF THE
COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
443.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
444.

The AGMC Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
445.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
446.

Plaintiff is entitled to judgment disallowing the AGMC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was authorized
by the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
447.

To the extent AGMC has an allowable claim for such retention, the claim is a

prepetition general unsecured claim and all assertions of priority and/or secured status should be
disallowed.
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COUNT LV
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE NO CONTRACT WAS IMPAIRED
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
448.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
449.

AGMC alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
450.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because the Commonwealth was authorized to retain them under
Commonwealth and federal law, and no contractual right of AGMC’s was impaired.
451.

Any legislation enacted by the Commonwealth to support retention of the HTA

Allocable Revenues did not originate the Commonwealth’s power to retain the revenues. The
legislation carried out the Commonwealth’s preexisting rights and duties to retain the HTA
Allocable Revenues.
452.

Plaintiff is entitled to judgment disallowing the AGMC Claim because there has

been no impairment of AGMC’s contractual rights. In the alternative, Plaintiff is entitled to a
judgment declaring any valid claim held by AGMC based on the Contracts Clause is a
prepetition unsecured claim that is dischargeable.
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COUNT LVI
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE NO LEGISLATION CREATED AN IMPAIRMENT
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
453.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
454.

AGMC alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
455.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because no Commonwealth legislation was passed that impaired AGMC’s
contract rights, if any.
456.

Plaintiff is entitled to judgment disallowing the AGMC Claim because there is no

Commonwealth legislation that impaired AGMC’s contract rights, if any. In the alternative,
Plaintiff is entitled to a judgment declaring any valid claim held by AGMC based on the
Contracts Clause is a prepetition, unsecured, dischargeable claim.
COUNT LVII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE THE COMMONWEALTH’S RETENTION OF THE
HTA ALLOCABLE REVENUES WAS DUE TO PROMESA, NOT LEGISLATION
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
457.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
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AGMC alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause of the, and asserts a claim against the Commonwealth as a result of
the alleged violations.
459.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because the Commonwealth’s retention of the HTA Allocable Revenues
was due to PROMESA and not legislation.
460.

Plaintiff is entitled to judgment disallowing the AGMC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues was due to PROMESA and not
legislation. In the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by
AGMC based on the Contracts Clause is a prepetition, unsecured, dischargeable claim.
COUNT LVIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM PREDICATED ON
VIOLATIONS OF THE TAKINGS CLAUSE OF THE COMMONWEALTH AND U.S.
CONSTITUTIONS BECAUSE AGMC DOES NOT HOLD A PROPERTY INTEREST
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
461.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
462.

AGMC asserts the Commonwealth’s lawful retention of HTA Allocable

Revenues constitutes a taking.
463.

The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute a taking because AGMC has no property interest in the HTA Allocable Revenues.
464.

Plaintiff is entitled to judgment disallowing the AGMC Claim because AGMC

has no property interest in the HTA Allocable Revenues and therefore cannot assert a takings
claim. In the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by
AGMC based on the Takings Clause is a prepetition unsecured, dischargeable claim.
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COUNT LIX
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM PREDICATED ON
VIOLATIONS OF THE TAKINGS CLAUSE OF THE COMMONWEALTH AND U.S.
CONSTITUTIONS BECAUSE AGMC HAD A REASONABLE EXPECTATION THE
COMMONWEALTH WOULD RETAIN THE HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
465.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
466.

AGMC asserts the Commonwealth’s lawful retention of HTA Allocable

Revenues constitutes a taking.
467.

The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute an impermissible taking because such retention did not interfere with AGMC’s
reasonable expectations.
468.

AGMC knew or should have known, pursuant to Article VI, Section 8 and Article

II, Sections 18 and 19 of the Commonwealth Constitution, the HTA Allocable Revenue Statutes,
and the HTA Bond Materials, that the HTA Allocable Revenues were subject to the
Commonwealth’s retention.
469.

Plaintiff is entitled to judgment disallowing the AGMC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not interfere with AGMC’s
reasonable expectations regarding the HTA Allocable Revenues. In the alternative, Plaintiff is
entitled to a judgment declaring any valid claim held by AGMC based on the Takings Clause is a
prepetition unsecured, dischargeable claim.

91

Case:20-00005-LTS Doc#:1 Filed:01/16/20 Entered:01/16/20 18:09:06
Document Page 92 of 206

Desc: Main

COUNT LX
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE DUE PROCESS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
470.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
471.

AGMC alleges the Commonwealth’s retention of HTA Allocable Revenues

constitutes a violation of the Due Process Clause, and asserts a claim against the Commonwealth
as a result of the alleged violation.
472.

AGMC filed a proof of claim pursuant to a court-supervised process in which it

can receive a distribution based on any allowed claim in due course pursuant to a confirmed plan
of adjustment.
473.

The AGMC Claim does not assert any additional basis on which the

Commonwealth’s retention of HTA Allocable Revenues constitutes a violation of the Due
Process Clause separate from its Takings Clause claim.
474.

Because the AGMC Claim does not assert any independent basis for its Due

Process claim beyond the basis for its Takings Clause claim, AGMC’s Due Process claim should
be disallowed because it has no property rights in the HTA Allocable Revenues retained by the
Commonwealth.
475.

Plaintiff is entitled to judgment disallowing the AGMC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not violate the Due Process
Clause..
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COUNT LXI
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM BASED ON
PROMESA SECTION 407
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. §§ 2161, 2195; 11 U.S.C. § 502)
476.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
477.

The AGMC Claim asserts claims under PROMESA section 407(a).

478.

AGMC does not have a claim under PROMESA section 407(a) because the HTA

Allocable Revenues were not property of any territorial instrumentality transferred in violation of
applicable law, nor does AGMC have any security interest against the HTA Allocable Revenues.
479.

AGMC also does not have standing to assert a claim—if a valid claim existed—

under PROMESA section 407(a), because only HTA has a claim for the transferred property
against the transferee.
480.

Plaintiff is entitled to judgment disallowing the AGMC Claim based on

PROMESA section 407(a).
COUNT LXII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM FOR POSTPETITION
INTEREST AND OTHER POSTPETITION COSTS PURSUANT TO BANKRUPTCY CODE
SECTION 502(b)(2)
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
481.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
482.

The AGMC Claim asserts claims for postpetition interest and other postpetition

483.

Pursuant to Bankruptcy Code section 502(b), AGMC’s claims for postpetition

costs.

interest must be disallowed.
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Pursuant to section 506, AGMC’s claims for costs and expenses must be

disallowed to the extent not provided for by the 1968 Resolution, 1998 Resolution or other
applicable agreement, and to the extent provided for, must be allowed as prepetition general
unsecured claims to the extent its collateral value does not exceed all unpaid principal and
interest on the bonds it owns and insures.
COUNT LXIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC’S SECURED CLAIM
(11 U.S.C. § 502)
485.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
486.

AGMC has no valid secured claim against the Commonwealth as it was neither

granted any security interest nor holds any statutory liens against any property in which the
Commonwealth has an interest, nor has AGMC perfected any alleged security interest if any, as
against the Commonwealth.
487.

Plaintiff is entitled to judgment disallowing AGMC’s claim that AGMC possesses

a secured claim against the HTA Allocable Revenues.
COUNT LXIV
1968 & 1998 BONDS: JUDGMENT DISALLOWING AND AVOIDING AGMC CLAIM
ASSERTING PERFECTED SECURITY INTERESTS PURSUANT TO BANKRUPTCY
CODE SECTION 502(d)
(48 U.S.C. § 2161; 11 U.S.C. §§ 502, 544)
488.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
489.

The AGMC Claim asserts the Bonds it holds and/or insures are secured by a

perfected security interest against the HTA Allocable Revenues held by the Commonwealth.
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AGMC does not have control over any deposit accounts, including the 1968

Sinking Fund or the 1998 Resolution Funds, or in any other funds held by the Commonwealth.
491.

No financing statements were filed against the Commonwealth regarding the

492.

Plaintiff is entitled to judgment disallowing AGMC’s claim for a perfected

Bonds.

security interest against the Bonds as against the Commonwealth.
COUNT LXV
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC’S PRIORITY CLAIM
(48 U.S.C. §§ 2103, 2161; 11 U.S.C. § 502)
493.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
494.

The AGMC Claim asserts amounts due to AGMC are entitled to priority over

other unsecured claims.
495.

AGMC does not have a priority claim under Commonwealth law. Moreover,

even if AGMC had a priority under Commonwealth law (not based on a lien), such a priority is
not recognized in PROMESA Title III.
496.

AGMC does not have an administrative expense claim pursuant to PROMESA

section 507. None of AGMC’s claims are for the actual and necessary expenses of preserving
the Commonwealth’s property for purposes of Bankruptcy Code sections 507(a)(2) and 503(b).
497.

Plaintiff is entitled to judgment disallowing all priorities asserted for the AGMC

Claim.
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COUNT LXVI
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM TO A SECURITY
INTEREST AGAINST REVENUES COLLECTED POSTPETITION AND/OR RIGHTS TO
RECEIVE REVENUES ARISING POSTPETITION PURSUANT TO BANKRUPTCY CODE
SECTION 552
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. §§ 502, 552)
498.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
499.

The AGMC Claim asserts HTA Allocable Revenues collected postpetition are

subject to AGMC’s purported security interest.
500.

AGMC does not have a valid or perfected security interest against the HTA

Allocable Revenues. Even if it did, such security interest would not attach to moneys collected
postpetition.
501.

Plaintiff is entitled to judgment disallowing the AGMC Claim regarding its

purported security interest against any and all postpetition HTA Allocable Revenues retained by
the Commonwealth.
COUNT LXVII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM ASSERTING BONDS
ARE SECURED AGAINST SPECIAL REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 902)
502.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
503.

The AGMC Claim asserts all HTA Allocable Revenues allegedly securing the

Bonds are “special revenues” as defined in Bankruptcy Code section 902(2).
504.

The HTA Allocable Revenues are not “special revenues” as defined in

Bankruptcy Code section 902(2).
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None of the Bonds allegedly held or insured by AGMC are secured by a security

interest against any “special revenues.”
506.

The Oversight Board is entitled to judgment disallowing the AGMC Claim

asserting the Bonds AGMC allegedly holds or insures are secured against “special revenues” as
defined in Bankruptcy Code section 902(2).
COUNT LXVIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM OF OWNERSHIP IN
HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
507.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
508.

The AGMC Claim asserts the HTA Allocable Revenues are owned by the

Bondholders.
509.

None of the HTA Allocable Revenue Statutes or HTA Bond Materials provide

Defendants an ownership interest in HTA Allocable Revenues possessed by the Commonwealth,
including under any trust or agency theory.
510.

Plaintiff is entitled to judgment disallowing claims to an ownership interest

asserted in the AGMC Claim, including an ownership interest based on trust or agency theories.
COUNT LXIX
1968 & 1998 BONDS: JUDGMENT DISALLOWING AGMC CLAIM FOR BREACH OF
THE HTA NON-IMPAIRMENT PROVISION
(11 U.S.C. § 502)
511.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
512.

The AGMC Claim asserts the Commonwealth’s retention of the HTA Allocable

Revenues constitutes a breach of the HTA Non-Impairment Provision.
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The

Commonwealth

has

not

breached

the

HTA

Desc: Main

Non-Impairment

Provisionbecause it has not limited or altered any rights conferred to HTA. The Commonwealth
never repealed or amended the Enabling Act, or passed any legislation that conflicts with the
powers granted to HTA.
514.

The Commonwealth’s retention of the HTA Allocable Revenues does not limit or

alter HTA’s rights to the HTA Allocable Revenues as such rights were always conditional and
subject to Section 8 Article VI of the Commonwealth Constitution.
515.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

fiscal plans and budgets certified by the Oversight Board is a result of PROMESA’s preemption
of the Enabling Act’s conditional appropriation of the HTA Allocable Revenues.
516.

Plaintiff is entitled to judgment disallowing the AGMC Claim because there has

been no breach of the HTA Non-Impairment Provision.

OBJECTIONS TO NATIONAL CLAIM
COUNT LXX
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM AS
DUPLICATIVE OF THE MASTER PROOFS OF CLAIM
(11 U.S.C. § 502)
517.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
518.

The National Claim seeks principal, prepetition interest, postpetition interest and

fees against the Commonwealth based on the same Bonds that are the subject of the Master
Proofs of Claim. The National Claim is duplicative of the Master Proofs of Claim asserted by
the Fiscal Agent because they both make claims for the same exact funds owed under the Bonds.
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National alleges (i) statutory liens against the HTA Allocable Revenues, (ii)

security interests against the HTA Allocable Revenues, (iii) violations of the U.S. and
Commonwealth Constitutions in failing to appropriate the HTA Allocable Revenues to HTA, (iv)
violations of PROMESA section 407, (v) the Commonwealth’s failure to appropriate the HTA
Allocable Revenues to HTA was unlawful and a breach of contract and/or gave rise various tort
claims, and (vi) entitlement to administrative expense priority.
520.

A failure to disallow the National Claim will result in National potentially

receiving an unwarranted double recovery against the Commonwealth to the detriment of other
stakeholders.
521.

National will not be prejudiced by the disallowance of its duplicative claims

because they are subsumed within the Master Proofs of Claim.
522.

Plaintiff is entitled to judgment disallowing the National Claim as duplicative of

the Master Proofs of Claim. In the alternative, if the National Claim is not disallowed as
duplicative, Plaintiff is entitled to an offset from the National Claim to be determined by the
Court for any amount recovered by the Fiscal Agent against Plaintiff.
COUNT LXXI
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM BECAUSE
NATIONAL LACKS STANDING TO ASSERT A CLAIM AGAINST THE
COMMONWEALTH AS TO THE BONDS
(11 U.S.C. §§ 501, 502)
523.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
524.

The National Claim must be disallowed because National does not have any

“right to payment” from the Commonwealth, or any interest in any right to payment, and
therefore does not have or possess an allowable claim against the Commonwealth under the
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Without an enforceable obligation against the

Commonwealth as to the HTA Allocable Revenues, National does not have standing to assert a
claim against the Commonwealth.
525.

Further, National lacks derivative standing to assert any claims against the

Commonwealth for its retention of the HTA Allocable Revenues.
526.

Plaintiff is entitled to judgment disallowing the National Claim in its entirety, as

National does not have standing to assert a claim against the Commonwealth because it lacks any
interest in an enforceable obligation from the Commonwealth, a corresponding right to payment,
and a claim as defined by Bankruptcy Code section 101(5).
COUNT LXXII
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM ASSERTING
SUBROGATION RIGHTS THAT EXCEED THE AMOUNT PAID BY NATIONAL TO
BONDHOLDERS OR OTHERWISE SUBORDINATING THE NATIONAL CLAIM TO THE
CLAIMS OF BONDHOLDERS PURSUANT TO BANKRUPTCY CODE SECTION 509(c)
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. §§ 2104, 2141, 2142, 2161; 11 U.S.C. §§ 502, 509)
527.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
528.

The National Claim asserts claims based on subrogation, reimbursement or

contribution rights arising from payments to Bondholders holding Bonds allegedly insured by
National.
529.

Plaintiff is entitled to judgment disallowing the National Claim for subrogation,

reimbursement, and contribution rights exceeding the amount National has paid to Bondholders
and otherwise subordinating such portions of the allowable National Claim for money actually
paid to the unpaid claims of insured Bondholders.
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COUNT LXXIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM PREDICATED
ON UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE SUCH
RETENTION WAS AUTHORIZED BY ARTICLE VI, SECTION 8 OF THE
COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
530.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
531.

The National Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
532.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of Article VI, Section 8 of the Commonwealth Constitution, and pursuant to the HTA
Allocable Revenue Statutes, which provide the HTA Allocable Revenues are “available
resources” of the Commonwealth.
533.

The obligation of the Commonwealth, if any, to appropriate the HTA Allocable

Revenues to HTA, as well as all other obligations related to the Bonds, were subject to Article
VI, Section 8 of the Commonwealth Constitution.
534.

Plaintiff is entitled to judgment disallowing the National Claim because the

Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was authorized
by Article VI, Section 8 of the Commonwealth Constitution.
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COUNT LXXIV
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM PREDICATED
ON UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE THE
HTA ALLOCABLE REVENUE STATUTES WERE PREEMPTED BY PROMESA
(48 U.S.C. §§ 2103, 2141, 2142; 11 U.S.C. § 502)
535.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
536.

The National Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
537.

The Commonwealth’s retention of the HTA Allocable Revenues following the

passage of PROMESA does not give rise to a claim against the Commonwealth because the
statutes creating an obligation of the Commonwealth to appropriate and transfer the HTA
Allocable Revenues were preempted by PROMESA. Appropriations under Commonwealth law
were inconsistent with PROMESA’s provisions granting the Oversight Board complete power
over fiscal plans and budget appropriations
538.

Plaintiff is entitled to judgment disallowing the National Claim because the

Commonwealth’s obligation to appropriate and transfer the HTA Allocable Revenues was
preempted.
COUNT LXXV
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM PREDICATED
ON UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES FOR BREACH OF
CONTRACT
(11 U.S.C. § 502)
539.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
540.

The National Claim asserts a breach of contract claim against the Commonwealth

based on the Commonwealth’s retention of the HTA Allocable Revenues.
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The Commonwealth is not liable for any breach of contract to National. The

Commonwealth is not a party to any contract with National (including the HTA Bond Materials).
The Commonwealth does not owe any contractual obligations to or enforceable by National
regarding payment on the Bonds.
542.

Plaintiff is entitled to judgment disallowing the National Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not constitute a breach of a
Commonwealth contract.
COUNT LXXVI
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM PREDICATED
ON UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES FOR COMMON
LAW TORT CLAIMS
(11 U.S.C. § 502)
543.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
544.

The National Claim asserts tort-based claims, which purportedly arise out of the

Commonwealth’s retention of the HTA Allocable Revenues.
545.

The Commonwealth’s retention of the HTA Allocable Revenues was lawful under

pre-PROMESA laws and PROMESA, and the Commonwealth is not liable to National for any
tort claims under any theory.
546.

A conversion claim asserted by National fails because (i) National does not have a

security interest against any Commonwealth funds and any HTA funds beyond moneys actually
received by HTA from the Commonwealth and deposited in the 1968 Sinking Fund and the 1998
Resolution Funds, (ii) the Commonwealth’s retention of HTA Allocable Revenues not
appropriated and transferred to HTA prior to the passage of PROMESA was proper under the
Pre-PROMESA Retention Actions, (iii) the Bondholders do not have any other property interest
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in the HTA Allocable Revenues, and (iv) the Commonwealth’s retention of HTA Allocable
Revenues not appropriated and transferred to HTA after the enactment of PROMESA was proper
because the HTA Allocable Revenue Statutes were preempted.
547.

A tortious interference with contract claim asserted by National fails because (i)

from the enactment of PROMESA the Commonwealth acted properly and lawfully in
authorizing the retention of the HTA Allocable Revenues due to preemption of the HTA
Allocable Revenue Statutes, and (ii) before enactment of PROMESA there was no breach of
contract with respect to any alleged failure to make payment on the Bonds because payments
were subject to Article VI, Section 8 and Article II, Sections 18 and 19 of the Commonwealth
Constitution.
548.

Claims

of

fraud,

fraudulent

inducement,

fraudulent

conveyance

and

misrepresentation asserted by National fail because (i) they are not alleged with specificity, (ii)
the Commonwealth did not make any material misstatements of fact, (iii) the Commonwealth did
not engage in any fraudulent conduct, and (iv) the required elements of such fraud-based claims
are not alleged. Statements made in the HTA Bond Materials were truthful when made. The
National Claim also fails to allege any facts regarding the required elements of fraudulent
conveyance, including, without limitation, (i) the date, amount, transferor and transferee of any
purported fraudulent conveyance, (ii) whether the transferor was solvent, (iii) whether the
transferor received reasonably equivalent value, (iv) whether the transferor acted with actual
intent to hinder, delay or defraud creditors, and (v) whether the transferor acted in good faith.
549.

Claims

of

fraud,

fraudulent

inducement,

fraudulent

conveyance

and

misrepresentation asserted by National fail because the HTA Allocable Revenue Statutes are
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legislative pronouncements and do not constitute statements of fact for purposes of a fraud claim
or a misrepresentation claim.
550.

Plaintiff is entitled to judgment disallowing the National Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not constitute a tort.
COUNT LXXVII
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM PREDICATED
ON UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE SUCH
RETENTION WAS AUTHORIZED BY ARTICLE II, SECTIONS 18 AND 19 OF THE
COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
551.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
552.

The National Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
553.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
554.

Plaintiff is entitled to judgment disallowing the National Claim because the

Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was authorized
by the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
555.

To the extent National has an allowable claim for such retention, the claim is a

prepetition general unsecured claim and all assertions of priority and/or secured status should be
disallowed.
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COUNT LXXVIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM PREDICATED
ON CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS BECAUSE NO CONTRACT WAS
IMPAIRED
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
556.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
557.

National alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
558.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because the Commonwealth was authorized to retain them under
Commonwealth and federal law, and no contractual right of National’s was impaired.
559.

Any legislation enacted by the Commonwealth to support retention of the HTA

Allocable Revenues did not originate the Commonwealth’s power to retain the revenues. The
legislation carried out the Commonwealth’s preexisting rights and duties to retain the HTA
Allocable Revenues.
560.

Plaintiff is entitled to judgment disallowing the National Claim because there has

been no impairment of National’s contractual rights. In the alternative, Plaintiff is entitled to a
judgment declaring any valid claim held by National based on the Contracts Clause is a
prepetition unsecured claim that is dischargeable.
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COUNT LXXIX
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM PREDICATED
ON CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS BECAUSE NO LEGISLATION
CREATED AN IMPAIRMENT
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
561.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
562.

National alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
563.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because no Commonwealth legislation was passed that impaired National’s
contract rights, if any.
564.

Plaintiff is entitled to judgment disallowing the National Claim because there is

no Commonwealth legislation that impaired National’s contract rights, if any. In the alternative,
Plaintiff is entitled to a judgment declaring any valid claim held by National based on the
Contracts Clause is a prepetition, unsecured, dischargeable claim.
COUNT LXXX
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM PREDICATED
ON CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS BECAUSE THE COMMONWEALTH’S
RETENTION OF THE HTA ALLOCABLE REVENUES WAS DUE TO PROMESA, NOT
LEGISLATION
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
565.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
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National alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
567.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because the Commonwealth’s retention of the HTA Allocable Revenues
was due to PROMESA and not legislation.
568.

Plaintiff is entitled to judgment disallowing the National Claim because the

Commonwealth’s retention of the HTA Allocable Revenues was due to PROMESA and not
legislation. In the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by
National based on the Contracts Clause is a prepetition, unsecured, dischargeable claim.
COUNT LXXXI
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM PREDICATED
ON VIOLATIONS OF THE TAKINGS CLAUSE OF THE COMMONWEALTH AND U.S.
CONSTITUTIONS BECAUSE NATIONAL DOES NOT HOLD A PROPERTY INTEREST
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
569.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
570.

National asserts the Commonwealth’s lawful retention of HTA Allocable

Revenues constitutes a taking.
571.

The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute a taking because National has no property interest in the HTA Allocable Revenues.
572.

Plaintiff is entitled to judgment disallowing the National Claim because National

has no property interest in the HTA Allocable Revenues and therefore cannot assert a takings
claim. In the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by
National based on the Takings Clause is a prepetition unsecured, dischargeable claim.
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COUNT LXXXII
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM PREDICATED
ON VIOLATIONS OF THE TAKINGS CLAUSE OF THE COMMONWEALTH AND U.S.
CONSTITUTIONS BECAUSE NATIONAL HAD A REASONABLE EXPECTATION THE
COMMONWEALTH WOULD RETAIN THE HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
573.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
574.

National asserts the Commonwealth’s lawful retention of HTA Allocable

Revenues constitutes a taking.
575.

The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute an impermissible taking because such retention did not interfere with National’s
reasonable expectations.
576.

National knew or should have known, pursuant to Article VI, Section 8 and

Article II, Sections 18 and 19 of the Commonwealth Constitution, the HTA Allocable Revenue
Statutes, and the HTA Bond Materials, that the HTA Allocable Revenues were subject to the
Commonwealth’s retention.
577.

Plaintiff is entitled to judgment disallowing the National Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not interfere with National’s
reasonable expectations regarding the HTA Allocable Revenues. In the alternative, Plaintiff is
entitled to a judgment declaring any valid claim held by National based on the Takings Clause is
a prepetition unsecured, dischargeable claim.
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COUNT LXXXIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM PREDICATED
ON CLAIMS OF VIOLATIONS OF THE DUE PROCESS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
578.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
579.

National alleges the Commonwealth’s retention of HTA Allocable Revenues

constitutes a violation of the Due Process Clause, and asserts a claim against the Commonwealth
as a result of the alleged violation.
580.

National filed a proof of claim pursuant to a court-supervised process in which it

can receive a distribution based on any allowed claim in due course pursuant to a confirmed plan
of adjustment.
581.

The National Claim does not assert any additional basis on which the

Commonwealth’s retention of HTA Allocable Revenues constitutes a violation of the Due
Process Clause separate from its Takings Clause claim.
582.

Because the National Claim does not assert any independent basis for its Due

Process claim beyond the basis for its Takings Clause claim, National’s Due Process claim
should be disallowed because it has no property rights in the HTA Allocable Revenues retained
by the Commonwealth.
583.

Plaintiff is entitled to judgment disallowing the National Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not violate the Due Process
Clause.
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COUNT LXXXIV
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM BASED ON
PROMESA SECTION 407
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. §§ 2161, 2195; 11 U.S.C. § 502)
584.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
585.

The National Claim asserts claims under PROMESA section 407(a).

586.

National does not have a claim under PROMESA section 407(a) because the HTA

Allocable Revenues were not property of any territorial instrumentality transferred in violation of
applicable law, nor does National have any security interest against the HTA Allocable
Revenues.
587.

National also does not have standing to assert a claim—if a valid claim existed—

under PROMESA section 407(a), because only HTA has a claim for the transferred property
against the transferee.
588.

Plaintiff is entitled to judgment disallowing the National Claim based on

PROMESA section 407(a).
COUNT LXXXV
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM FOR
POSTPETITION INTEREST AND OTHER POSTPETITION COSTS PURSUANT TO
BANKRUPTCY CODE SECTION 502(b)(2)
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
589.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
590.

The National Claim asserts claims for postpetition interest and other postpetition

costs.
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Pursuant to Bankruptcy Code section 502(b), National’s claims for postpetition

interest must be disallowed.
592.

Pursuant to section 506, National’s claims for costs and expenses must be

disallowed to the extent not provided for by the 1968 Resolution, 1998 Resolution or other
applicable agreement, and to the extent provided for, must be allowed as prepetition general
unsecured claims to the extent its collateral value does not exceed all unpaid principal and
interest on the bonds it owns and insures.
COUNT LXXXVI
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL’S SECURED CLAIM
(11 U.S.C. § 502)
593.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
594.

National has no valid secured claim against the Commonwealth as it was neither

granted any security interest nor holds any statutory liens against any property in which the
Commonwealth has an interest, nor has National perfected any alleged security interest if any, as
against the Commonwealth.
595.

Plaintiff is entitled to judgment disallowing National’s claim that National

possesses a secured claim against the HTA Allocable Revenues.
COUNT LXXXVII
1968 & 1998 BONDS: JUDGMENT DISALLOWING AND AVOIDING NATIONAL CLAIM
ASSERTING PERFECTED SECURITY INTERESTS PURSUANT TO BANKRUPTCY
CODE SECTION 502(d)
(48 U.S.C. § 2161; 11 U.S.C. §§ 502, 544)
596.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
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The National Claim asserts the Bonds it holds and/or insures are secured by a

perfected security interest against the HTA Allocable Revenues held by the Commonwealth.
598.

National does not have control over any deposit accounts, including the 1968

Sinking Fund or the 1998 Resolution Funds, or in any other funds held by the Commonwealth.
599.

No financing statements were filed against the Commonwealth regarding the

600.

Plaintiff is entitled to judgment disallowing National’s claim for a perfected

Bonds.

security interest against the Bonds as against the Commonwealth.
COUNT LXXXVIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL’S PRIORITY CLAIM
(48 U.S.C. §§ 2103, 2161; 11 U.S.C. § 502)
601.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
602.

The National Claim asserts amounts due to National are entitled to priority over

other unsecured claims.
603.

National does not have a priority claim under Commonwealth law. Moreover,

even if National had a priority under Commonwealth law (not based on a lien), such a priority is
not recognized in PROMESA Title III.
604.

National does not have an administrative expense claim pursuant to PROMESA

section 507. None of National’s claims are for the actual and necessary expenses of preserving
the Commonwealth’s property for purposes of Bankruptcy Code sections 507(a)(2) and 503(b).
605.

Plaintiff is entitled to judgment disallowing all priorities asserted for the National

Claim.
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COUNT LXXXIX
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM TO A SECURITY
INTEREST AGAINST REVENUES COLLECTED POSTPETITION AND/OR RIGHTS TO
RECEIVE REVENUES ARISING POSTPETITION PURSUANT TO BANKRUPTCY CODE
SECTION 552
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. §§ 502, 552)
606.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
607.

The National Claim asserts HTA Allocable Revenues collected postpetition are

subject to National’s purported security interest.
608.

National does not have a valid or perfected security interest against the HTA

Allocable Revenues. Even if it did, such security interest would not attach to moneys collected
postpetition.
609.

Plaintiff is entitled to judgment disallowing the National Claim regarding its

purported security interest against any and all postpetition HTA Allocable Revenues retained by
the Commonwealth.
COUNT XC
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM ASSERTING
BONDS ARE SECURED AGAINST SPECIAL REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 902)
610.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
611.

The National Claim asserts all HTA Allocable Revenues allegedly securing the

Bonds are “special revenues” as defined in Bankruptcy Code section 902(2).
612.

The HTA Allocable Revenues are not “special revenues” as defined in

Bankruptcy Code section 902(2).
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None of the Bonds allegedly held or insured by National are secured by a security

interest against any “special revenues.”
614.

The Oversight Board is entitled to judgment disallowing the National Claim

asserting the Bonds National allegedly holds or insures are secured against “special revenues” as
defined in Bankruptcy Code section 902(2).
COUNT XCI
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM OF OWNERSHIP
IN HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
615.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
616.

The National Claim asserts the HTA Allocable Revenues are owned by the

Bondholders.
617.

None of the HTA Allocable Revenue Statutes or HTA Bond Materials provide

Defendants an ownership interest in HTA Allocable Revenues possessed by the Commonwealth,
including under any trust or agency theory.
618.

Plaintiff is entitled to judgment disallowing claims to an ownership interest

asserted in the National Claim, including an ownership interest based on trust or agency theories.
COUNT XCII
1968 & 1998 BONDS: JUDGMENT DISALLOWING NATIONAL CLAIM FOR BREACH OF
THE HTA NON-IMPAIRMENT PROVISION
(11 U.S.C. § 502)
619.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
620.

The National Claim asserts the Commonwealth’s retention of the HTA Allocable

Revenues constitutes a breach of the HTA Non-Impairment Provision.
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The Commonwealth has not breached the HTA Non-Impairment Provision

because it has not limited or altered any rights conferred to HTA. The Commonwealth never
repealed or amended the Enabling Act, or passed any legislation that conflicts with the powers
granted to HTA.
622.

The Commonwealth’s retention of the HTA Allocable Revenues does not limit or

alter HTA’s rights to the HTA Allocable Revenues as such rights were always conditional and
subject to Section 8 Article VI of the Commonwealth Constitution.
623.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

fiscal plans and budgets certified by the Oversight Board is a result of PROMESA’s preemption
of the Enabling Act’s conditional appropriation of the HTA Allocable Revenues.
624.

Plaintiff is entitled to judgment disallowing the National Claim because there has

been no breach of the HTA Non-Impairment Provision.

OBJECTIONS TO FGIC CLAIM
COUNT XCIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM AS DUPLICATIVE OF
THE MASTER PROOFS OF CLAIM
(11 U.S.C. § 502)
625.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
626.

The FGIC Claim seeks principal, prepetition interest, postpetition interest and fees

against the Commonwealth based on the same Bonds that are the subject of the Master Proofs of
Claim. The FGIC Claim is duplicative of the Master Proofs of Claim asserted by the Fiscal
Agent because they both make claims for the same exact funds owed under the Bonds.
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FGIC alleges (i) statutory liens against the HTA Allocable Revenues, (ii) security

interests against the HTA Allocable Revenues, (iii) violations of the U.S. and Commonwealth
Constitutions in failing to appropriate the HTA Allocable Revenues to HTA, (iv) violations of
PROMESA section 407, (v) the Commonwealth’s failure to appropriate the HTA Allocable
Revenues to HTA was unlawful and a breach of contract and/or gave rise various tort claims, and
(vi) entitlement to administrative expense priority.
628.

A failure to disallow the FGIC Claim will result in FGIC potentially receiving an

unwarranted double recovery against the Commonwealth to the detriment of other stakeholders.
629.

FGIC will not be prejudiced by the disallowance of its duplicative claims because

they are subsumed within the Master Proofs of Claim.
630.

Plaintiff is entitled to judgment disallowing the FGIC Claim as duplicative of the

Master Proofs of Claim. In the alternative, if the FGIC Claim is not disallowed as duplicative,
Plaintiff is entitled to an offset from the FGIC Claim to be determined by the Court for any
amount recovered by the Fiscal Agent against Plaintiff.
COUNT XCIV
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM BECAUSE FGIC LACKS
STANDING TO ASSERT A CLAIM AGAINST THE COMMONWEALTH AS TO THE
BONDS
(11 U.S.C. §§ 501, 502)
631.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
632.

The FGIC Claim must be disallowed because FGIC does not have any “right to

payment” from the Commonwealth, or any interest in any right to payment, and therefore does
not have or possess an allowable claim against the Commonwealth under the Bankruptcy Code
or Commonwealth law. Without an enforceable obligation against the Commonwealth as to the
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HTA Allocable Revenues, FGIC does not have standing to assert a claim against the
Commonwealth.
633.

Further, FGIC lacks derivative standing to assert any claims against the

Commonwealth for its retention of the HTA Allocable Revenues.
634.

Plaintiff is entitled to judgment disallowing the FGIC Claim in its entirety, as

FGIC does not have standing to assert a claim against the Commonwealth because it lacks any
interest in an enforceable obligation from the Commonwealth, a corresponding right to payment,
and a claim as defined by Bankruptcy Code section 101(5).
COUNT XCV
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM ASSERTING
SUBROGATION RIGHTS THAT EXCEED THE AMOUNT PAID BY FGIC TO
BONDHOLDERS OR OTHERWISE SUBORDINATING THE FGIC CLAIM TO THE
CLAIMS OF BONDHOLDERS PURSUANT TO BANKRUPTCY CODE SECTION 509(c)
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. §§ 2104, 2141, 2142, 2161; 11 U.S.C. §§ 502, 509)
635.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
636.

The FGIC Claim asserts claims based on subrogation, reimbursement or

contribution rights arising from payments to Bondholders holding Bonds allegedly insured by
FGIC.
637.

Plaintiff is entitled to judgment disallowing the FGIC Claim for subrogation,

reimbursement, and contribution rights exceeding the amount FGIC has paid to Bondholders and
otherwise subordinating such portions of the allowable FGIC Claim for money actually paid to
the unpaid claims of insured Bondholders.
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COUNT XCVI
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE SUCH
RETENTION WAS AUTHORIZED BY ARTICLE VI, SECTION 8 OF THE
COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
638.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
639.

The FGIC Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
640.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of Article VI, Section 8 of the Commonwealth Constitution, and pursuant to the HTA
Allocable Revenue Statutes, which provide the HTA Allocable Revenues are “available
resources” of the Commonwealth.
641.

The obligation of the Commonwealth, if any, to appropriate the HTA Allocable

Revenues to HTA, as well as all other obligations related to the Bonds, were subject to Article
VI, Section 8 of the Commonwealth Constitution.
642.

Plaintiff is entitled to judgment disallowing the FGIC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was authorized
by Article VI, Section 8 of the Commonwealth Constitution.
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COUNT XCVII
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE THE HTA
ALLOCABLE REVENUE STATUTES WERE PREEMPTED BY PROMESA
(48 U.S.C. §§ 2103, 2141, 2142; 11 U.S.C. § 502)
643.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
644.

The FGIC Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
645.

The Commonwealth’s retention of the HTA Allocable Revenues following the

passage of PROMESA does not give rise to a claim against the Commonwealth because the
statutes creating an obligation of the Commonwealth to appropriate and transfer the HTA
Allocable Revenues were preempted by PROMESA. Appropriations under Commonwealth law
were inconsistent with PROMESA’s provisions granting the Oversight Board complete power
over fiscal plans and budget appropriations
646.

Plaintiff is entitled to judgment disallowing the FGIC Claim because the

Commonwealth’s obligation to appropriate and transfer the HTA Allocable Revenues was
preempted.
COUNT XCVIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES FOR BREACH OF
CONTRACT
(11 U.S.C. § 502)
647.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
648.

The FGIC Claim asserts a breach of contract claim against the Commonwealth

based on the Commonwealth’s retention of the HTA Allocable Revenues.
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The Commonwealth is not liable for any breach of contract to FGIC.

The

Commonwealth is not a party to any contract with FGIC (including the HTA Bond Materials).
The Commonwealth does not owe any contractual obligations to or enforceable by FGIC
regarding payment on the Bonds.
650.

Plaintiff is entitled to judgment disallowing the FGIC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not constitute a breach of a
Commonwealth contract.
COUNT XCIX
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES FOR COMMON LAW
TORT CLAIMS
(11 U.S.C. § 502)
651.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
652.

The FGIC Claim asserts tort-based claims, which purportedly arise out of the

Commonwealth’s retention of the HTA Allocable Revenues.
653.

The Commonwealth’s retention of the HTA Allocable Revenues was lawful under

pre-PROMESA laws and PROMESA, and the Commonwealth is not liable to FGIC for any tort
claims under any theory.
654.

A conversion claim asserted by FGIC fails because (i) FGIC does not have a

security interest against any Commonwealth funds and any HTA funds beyond moneys actually
received by HTA from the Commonwealth and deposited in the 1968 Sinking Fund and the 1998
Resolution Funds, (ii) the Commonwealth’s retention of HTA Allocable Revenues not
appropriated and transferred to HTA prior to the passage of PROMESA was proper under the
Pre-PROMESA Retention Actions, (iii) the Bondholders do not have any other property interest
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in the HTA Allocable Revenues, and (iv) the Commonwealth’s retention of HTA Allocable
Revenues not appropriated and transferred to HTA after the enactment of PROMESA was proper
because the HTA Allocable Revenue Statutes were preempted.
655.

A tortious interference with contract claim asserted by FGIC fails because (i)

from the enactment of PROMESA the Commonwealth acted properly and lawfully in
authorizing the retention of the HTA Allocable Revenues due to preemption of the HTA
Allocable Revenue Statutes, and (ii) before enactment of PROMESA there was no breach of
contract with respect to any alleged failure to make payment on the Bonds because payments
were subject to Article VI, Section 8 and Article II, Sections 18 and 19 of the Commonwealth
Constitution.
656.

Claims

of

fraud,

fraudulent

inducement,

fraudulent

conveyance

and

misrepresentation asserted by FGIC fail because (i) they are not alleged with specificity, (ii) the
Commonwealth did not make any material misstatements of fact, (iii) the Commonwealth did not
engage in any fraudulent conduct, and (iv) the required elements of such fraud-based claims are
not alleged. Statements made in the HTA Bond Materials were truthful when made. The FGIC
Claim also fails to allege any facts regarding the required elements of fraudulent conveyance,
including, without limitation, (i) the date, amount, transferor and transferee of any purported
fraudulent conveyance, (ii) whether the transferor was solvent, (iii) whether the transferor
received reasonably equivalent value, (iv) whether the transferor acted with actual intent to
hinder, delay or defraud creditors, and (v) whether the transferor acted in good faith.
657.

Claims

of

fraud,

fraudulent

inducement,

fraudulent

conveyance

and

misrepresentation asserted by FGIC fail because the HTA Allocable Revenue Statutes are
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legislative pronouncements and do not constitute statements of fact for purposes of a fraud claim
or a misrepresentation claim.
658.

Plaintiff is entitled to judgment disallowing the FGIC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not constitute a tort.
COUNT C
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE SUCH
RETENTION WAS AUTHORIZED BY ARTICLE II, SECTIONS 18 AND 19 OF THE
COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
659.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
660.

The FGIC Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
661.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
662.

Plaintiff is entitled to judgment disallowing the FGIC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was authorized
by the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
663.

To the extent FGIC has an allowable claim for such retention, the claim is a

prepetition general unsecured claim and all assertions of priority and/or secured status should be
disallowed.

123

Case:20-00005-LTS Doc#:1 Filed:01/16/20 Entered:01/16/20 18:09:06
Document Page 124 of 206

Desc: Main

COUNT CI
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE NO CONTRACT WAS IMPAIRED
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
664.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
665.

FGIC alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
666.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because the Commonwealth was authorized to retain them under
Commonwealth and federal law, and no contractual right of FGIC’s was impaired.
667.

Any legislation enacted by the Commonwealth to support retention of the HTA

Allocable Revenues did not originate the Commonwealth’s power to retain the revenues. The
legislation carried out the Commonwealth’s preexisting rights and duties to retain the HTA
Allocable Revenues.
668.

Plaintiff is entitled to judgment disallowing the FGIC Claim because there has

been no impairment of FGIC’s contractual rights. In the alternative, Plaintiff is entitled to a
judgment declaring any valid claim held by FGIC based on the Contracts Clause is a prepetition
unsecured claim that is dischargeable.
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COUNT CII
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE NO LEGISLATION CREATED AN IMPAIRMENT
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
669.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
670.

FGIC alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
671.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because no Commonwealth legislation was passed that impaired FGIC’s
contract rights, if any.
672.

Plaintiff is entitled to judgment disallowing the FGIC Claim because there is no

Commonwealth legislation that impaired FGIC’s contract rights, if any. In the alternative,
Plaintiff is entitled to a judgment declaring any valid claim held by FGIC based on the Contracts
Clause is a prepetition, unsecured, dischargeable claim.
COUNT CIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE THE COMMONWEALTH’S RETENTION OF THE
HTA ALLOCABLE REVENUES WAS DUE TO PROMESA, NOT LEGISLATION
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
673.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
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FGIC alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
675.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because the Commonwealth’s retention of the HTA Allocable Revenues
was due to PROMESA and not legislation.
676.

Plaintiff is entitled to judgment disallowing the FGIC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues was due to PROMESA and not
legislation. In the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by
FGIC based on the Contracts Clause is a prepetition, unsecured, dischargeable claim.
COUNT CIV
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM PREDICATED ON
VIOLATIONS OF THE TAKINGS CLAUSE OF THE COMMONWEALTH AND U.S.
CONSTITUTIONS BECAUSE FGIC DOES NOT HOLD A PROPERTY INTEREST
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
677.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
678.

FGIC asserts the Commonwealth’s lawful retention of HTA Allocable Revenues

constitutes a taking.
679.

The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute a taking because FGIC has no property interest in the HTA Allocable Revenues.
680.

Plaintiff is entitled to judgment disallowing the FGIC Claim because FGIC has no

property interest in the HTA Allocable Revenues and therefore cannot assert a takings claim. In
the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by FGIC based
on the Takings Clause is a prepetition unsecured, dischargeable claim.
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COUNT CV
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM PREDICATED ON
VIOLATIONS OF THE TAKINGS CLAUSE OF THE COMMONWEALTH AND U.S.
CONSTITUTIONS BECAUSE FGIC HAD A REASONABLE EXPECTATION THE
COMMONWEALTH WOULD RETAIN THE HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
681.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
682.

FGIC asserts the Commonwealth’s lawful retention of HTA Allocable Revenues

constitutes a taking.
683.

The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute an impermissible taking because such retention did not interfere with FGIC’s
reasonable expectations.
684.

FGIC knew or should have known, pursuant to Article VI, Section 8 and Article

II, Sections 18 and 19 of the Commonwealth Constitution, the HTA Allocable Revenue Statutes,
and the HTA Bond Materials, that the HTA Allocable Revenues were subject to the
Commonwealth’s retention.
685.

Plaintiff is entitled to judgment disallowing the FGIC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not interfere with FGIC’s
reasonable expectations regarding the HTA Allocable Revenues. In the alternative, Plaintiff is
entitled to a judgment declaring any valid claim held by FGIC based on the Takings Clause is a
prepetition unsecured, dischargeable claim.
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COUNT CVI
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE DUE PROCESS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
686.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
687.

FGIC alleges the Commonwealth’s retention of HTA Allocable Revenues

constitutes a violation of the Due Process Clause, and asserts a claim against the Commonwealth
as a result of the alleged violation.
688.

FGIC filed a proof of claim pursuant to a court-supervised process in which it can

receive a distribution based on any allowed claim in due course pursuant to a confirmed plan of
adjustment.
689.

The FGIC Claim does not assert any additional basis on which the

Commonwealth’s retention of HTA Allocable Revenues constitutes a violation of the Due
Process Clause separate from its Takings Clause claim.
690.

Because the FGIC Claim does not assert any independent basis for its Due

Process claim beyond the basis for its Takings Clause claim, FGIC’s Due Process claim should
be disallowed because it has no property rights in the HTA Allocable Revenues retained by the
Commonwealth.
691.

Plaintiff is entitled to judgment disallowing the FGIC Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not violate the Due Process
Clause.
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COUNT CVII
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM BASED ON PROMESA
SECTION 407
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. §§ 2161, 2195; 11 U.S.C. § 502)
692.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
693.

The FGIC Claim asserts claims under PROMESA section 407(a).

694.

FGIC does not have a claim under PROMESA section 407(a) because the HTA

Allocable Revenues were not property of any territorial instrumentality transferred in violation of
applicable law, nor does FGIC have any security interest against the HTA Allocable Revenues.
695.

FGIC also does not have standing to assert a claim—if a valid claim existed—

under PROMESA section 407(a), because only HTA has a claim for the transferred property
against the transferee.
696.

Plaintiff is entitled to judgment disallowing the FGIC Claim based on PROMESA

section 407(a).
COUNT CVIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM FOR POSTPETITION
INTEREST AND OTHER POSTPETITION COSTS PURSUANT TO BANKRUPTCY CODE
SECTION 502(b)(2)
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
697.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
698.

The FGIC Claim asserts claims for postpetition interest and other postpetition

699.

Pursuant to Bankruptcy Code section 502(b), FGIC’s claims for postpetition

costs.

interest must be disallowed.
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Pursuant to section 506, FGIC’s claims for costs and expenses must be disallowed

to the extent not provided for by the 1968 Resolution, 1998 Resolution or other applicable
agreement, and to the extent provided for, must be allowed as prepetition general unsecured
claims to the extent its collateral value does not exceed all unpaid principal and interest on the
bonds it owns and insures.
COUNT CIX
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC’S SECURED CLAIM
(11 U.S.C. § 502)
701.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
702.

FGIC has no valid secured claim against the Commonwealth as it was neither

granted any security interest nor holds any statutory liens against any property in which the
Commonwealth has an interest, nor has FGIC perfected any alleged security interest if any, as
against the Commonwealth.
703.

Plaintiff is entitled to judgment disallowing FGIC’s claim that FGIC possesses a

secured claim against the HTA Allocable Revenues.
COUNT CX
1968 & 1998 BONDS: JUDGMENT DISALLOWING AND AVOIDING FGIC CLAIM
ASSERTING PERFECTED SECURITY INTERESTS PURSUANT TO BANKRUPTCY
CODE SECTION 502(d)
(48 U.S.C. § 2161; 11 U.S.C. §§ 502, 544)
704.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
705.

The FGIC Claim asserts the Bonds it holds and/or insures are secured by a

perfected security interest against the HTA Allocable Revenues held by the Commonwealth.
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FGIC does not have control over any deposit accounts, including the 1968

Sinking Fund or the 1998 Resolution Funds, or in any other funds held by the Commonwealth.
707.

No financing statements were filed against the Commonwealth regarding the

708.

Plaintiff is entitled to judgment disallowing FGIC’s claim for a perfected security

Bonds.

interest against the Bonds as against the Commonwealth.
COUNT CXI
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC’S PRIORITY CLAIM
(48 U.S.C. §§ 2103, 2161; 11 U.S.C. § 502)
709.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
710.

The FGIC Claim asserts amounts due to FGIC are entitled to priority over other

unsecured claims.
711.

FGIC does not have a priority claim under Commonwealth law. Moreover, even

if FGIC had a priority under Commonwealth law (not based on a lien), such a priority is not
recognized in PROMESA Title III.
712.

FGIC does not have an administrative expense claim pursuant to PROMESA

section 507. None of FGIC’s claims are for the actual and necessary expenses of preserving the
Commonwealth’s property for purposes of Bankruptcy Code sections 507(a)(2) and 503(b).
713.

Plaintiff is entitled to judgment disallowing all priorities asserted for the FGIC

Claim.
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COUNT CXII
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM TO A SECURITY
INTEREST AGAINST REVENUES COLLECTED POSTPETITION AND/OR RIGHTS TO
RECEIVE REVENUES ARISING POSTPETITION PURSUANT TO BANKRUPTCY CODE
SECTION 552
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. §§ 502, 552)
714.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
715.

The FGIC Claim asserts HTA Allocable Revenues collected postpetition are

subject to FGIC’s purported security interest.
716.

FGIC does not have a valid or perfected security interest against the HTA

Allocable Revenues. Even if it did, such security interest would not attach to moneys collected
postpetition.
717.

Plaintiff is entitled to judgment disallowing the FGIC Claim regarding its

purported security interest against any and all postpetition HTA Allocable Revenues retained by
the Commonwealth.
COUNT CXIII
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM ASSERTING BONDS
ARE SECURED AGAINST SPECIAL REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 902)
718.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
719.

The FGIC Claim asserts all HTA Allocable Revenues allegedly securing the

Bonds are “special revenues” as defined in Bankruptcy Code section 902(2).
720.

The HTA Allocable Revenues are not “special revenues” as defined in

Bankruptcy Code section 902(2).
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None of the Bonds allegedly held or insured by FGIC are secured by a security

interest against any “special revenues.”
722.

The Oversight Board is entitled to judgment disallowing the FGIC Claim

asserting the Bonds FGIC allegedly holds or insures are secured against “special revenues” as
defined in Bankruptcy Code section 902(2).
COUNT CXIV
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM OF OWNERSHIP IN
HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
723.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
724.

The FGIC Claim asserts the HTA Allocable Revenues are owned by the

Bondholders.
725.

None of the HTA Allocable Revenue Statutes or HTA Bond Materials provide

Defendants an ownership interest in HTA Allocable Revenues possessed by the Commonwealth,
including under any trust or agency theory.
726.

Plaintiff is entitled to judgment disallowing claims to an ownership interest

asserted in the FGIC Claim, including an ownership interest based on trust or agency theories.
COUNT CXV
1968 & 1998 BONDS: JUDGMENT DISALLOWING FGIC CLAIM FOR BREACH OF THE
HTA NON-IMPAIRMENT PROVISION
(11 U.S.C. § 502)
727.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
728.

The FGIC Claim asserts the Commonwealth’s retention of the HTA Allocable

Revenues constitutes a breach of the HTA Non-Impairment Provision.
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The Commonwealth has not breached the HTA Non-Impairment Provision

because it has not limited or altered any rights conferred to HTA. The Commonwealth never
repealed or amended the Enabling Act, or passed any legislation that conflicts with the powers
granted to HTA.
730.

The Commonwealth’s retention of the HTA Allocable Revenues does not limit or

alter HTA’s rights to the HTA Allocable Revenues as such rights were always conditional and
subject to Section 8 Article VI of the Commonwealth Constitution.
731.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

fiscal plans and budgets certified by the Oversight Board is a result of PROMESA’s preemption
of the Enabling Act’s conditional appropriation of the HTA Allocable Revenues.
732.

Plaintiff is entitled to judgment disallowing the FGIC Claim because there has

been no breach of the HTA Non-Impairment Provision.

OBJECTIONS TO PEAJE 1968 CLAIM
COUNT CXVI
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM AS DUPLICATIVE OF
THE MASTER PROOFS OF CLAIM
(11 U.S.C. § 502)
733.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
734.

The Peaje 1968 Claim seeks principal, prepetition interest, postpetition interest

and fees against the Commonwealth based on the same Bonds that are the subject of the Master
Proofs of Claim. The Peaje 1968 Claim is duplicative of the Master Proofs of Claim asserted by
the Fiscal Agent because they both make claims for the same exact funds owed under the Bonds.
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Peaje alleges (i) statutory liens against the HTA Allocable Revenues, (ii) security

interests against the HTA Allocable Revenues, (iii) violations of the U.S. and Commonwealth
Constitutions in failing to appropriate the HTA Allocable Revenues to HTA, (iv) violations of
PROMESA section 407, (v) the Commonwealth’s failure to appropriate the HTA Allocable
Revenues to HTA was unlawful and a breach of contract and/or gave rise various tort claims, and
(vi) entitlement to administrative expense priority.
736.

A failure to disallow the Peaje 1968 Claim will result in Peaje potentially

receiving an unwarranted double recovery against the Commonwealth to the detriment of other
stakeholders.
737.

Peaje will not be prejudiced by the disallowance of its duplicative claims because

they are subsumed within the Master Proofs of Claim.
738.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim as duplicative

of the Master Proofs of Claim. In the alternative, if the Peaje 1968 Claim is not disallowed as
duplicative, Plaintiff is entitled to an offset from the Peaje 1968 Claim to be determined by the
Court for any amount recovered by the Fiscal Agent against Plaintiff.
COUNT CXVII
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM BECAUSE PEAJE
LACKS STANDING TO ASSERT A CLAIM AGAINST THE COMMONWEALTH AS TO
THE BONDS
(11 U.S.C. §§ 501, 502)
739.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
740.

The Peaje 1968 Claim must be disallowed because Peaje does not have any “right

to payment” from the Commonwealth, or any interest in any right to payment, and therefore does
not have or possess an allowable claim against the Commonwealth under the Bankruptcy Code
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or Commonwealth law. Without an enforceable obligation against the Commonwealth as to the
HTA Allocable Revenues, Peaje does not have standing to assert a claim against the
Commonwealth.
741.

Further, Peaje lacks derivative standing to assert any claims against the

Commonwealth for its retention of the HTA Allocable Revenues.
742.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim in its entirety,

as Peaje does not have standing to assert a claim against the Commonwealth because it lacks any
interest in an enforceable obligation from the Commonwealth, a corresponding right to payment,
and a claim as defined by Bankruptcy Code section 101(5).
COUNT CXVIII
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE SUCH
RETENTION WAS AUTHORIZED BY ARTICLE VI, SECTION 8 OF THE
COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
743.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
744.

The Peaje 1968 Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
745.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of Article VI, Section 8 of the Commonwealth Constitution, and pursuant to the HTA
Allocable Revenue Statutes, which provide the HTA Allocable Revenues are “available
resources” of the Commonwealth.
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The obligation of the Commonwealth, if any, to appropriate the HTA Allocable

Revenues to HTA, as well as all other obligations related to the Bonds, were subject to Article
VI, Section 8 of the Commonwealth Constitution.
747.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim because the

Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was authorized
by Article VI, Section 8 of the Commonwealth Constitution.
COUNT CXIX
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE THE HTA
ALLOCABLE REVENUE STATUTES WERE PREEMPTED BY PROMESA
(48 U.S.C. §§ 2103, 2141, 2142; 11 U.S.C. § 502)
748.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
749.

The Peaje 1968 Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
750.

The Commonwealth’s retention of the HTA Allocable Revenues following the

passage of PROMESA does not give rise to a claim against the Commonwealth because the
statutes creating an obligation of the Commonwealth to appropriate and transfer the HTA
Allocable Revenues were preempted by PROMESA. Appropriations under Commonwealth law
were inconsistent with PROMESA’s provisions granting the Oversight Board complete power
over fiscal plans and budget appropriations
751.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim because the

Commonwealth’s obligation to appropriate and transfer the HTA Allocable Revenues was
preempted.
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COUNT CXX
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES FOR BREACH OF
CONTRACT
(11 U.S.C. § 502)
752.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
753.

The Peaje 1968 Claim asserts a breach of contract claim against the

Commonwealth based on the Commonwealth’s retention of the HTA Allocable Revenues.
754.

The Commonwealth is not liable for any breach of contract to Peaje.

The

Commonwealth is not a party to any contract with Peaje (including the HTA Bond Materials).
The Commonwealth does not owe any contractual obligations to or enforceable by Peaje
regarding payment on the Bonds.
755.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not constitute a breach of a
Commonwealth contract.
COUNT CXXI
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES FOR COMMON LAW
TORT CLAIMS
(11 U.S.C. § 502)
756.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
757.

The Peaje 1968 Claim asserts various tort-based claims—including breach,

common law fraud, and misrepresentation—which all purportedly arise out of the
Commonwealth’s retention of the HTA Allocable Revenues.
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The Commonwealth’s retention of the HTA Allocable Revenues was lawful under

pre-PROMESA laws and PROMESA, and the Commonwealth is not liable to Peaje for any tort
claims under any theory.
759.

A conversion claim asserted by Peaje fails because (i) Peaje does not have a

security interest against any Commonwealth funds and any HTA funds beyond moneys actually
received by HTA from the Commonwealth and deposited in the 1968 Sinking Fund and the 1998
Resolution Funds, (ii) the Commonwealth’s retention of HTA Allocable Revenues not
appropriated and transferred to HTA prior to the passage of PROMESA was proper under the
Pre-PROMESA Retention Actions, (iii) the Bondholders do not have any other property interest
in the HTA Allocable Revenues, and (iv) the Commonwealth’s retention of HTA Allocable
Revenues not appropriated and transferred to HTA after the enactment of PROMESA was proper
because the HTA Allocable Revenue Statutes were preempted.
760.

A tortious interference with contract claim asserted by Peaje fails because (i) from

the enactment of PROMESA the Commonwealth acted properly and lawfully in authorizing the
retention of the HTA Allocable Revenues due to preemption of the HTA Allocable Revenue
Statutes, and (ii) before enactment of PROMESA there was no breach of contract with respect to
any alleged failure to make payment on the Bonds because payments were subject to Article VI,
Section 8 and Article II, Sections 18 and 19 of the Commonwealth Constitution.
761.

The Peaje 1968 Claim’s claims of breach, common law fraud, and

misrepresentation fail because (i) they are not alleged with specificity, (ii) the Commonwealth
did not make any material misstatements of fact, (iii) the Commonwealth did not engage in any
fraudulent conduct, and (iv) the required elements of such fraud-based claims are not alleged.
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The Commonwealth has not made any material misstatements of fact or engaged in any
fraudulent conduct. Statements made in the HTA Bond Materials were truthful when made.
762.

The Peaje 1968 Claim’s claims of breach, common law fraud, and

misrepresentation also fail because the HTA Allocable Revenue Statutes are legislative
pronouncements and do not constitute statements of fact for purposes of a fraud claim or a
misrepresentation claim.
763.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not constitute breach, common
law fraud, or misrepresentation.
COUNT CXXII
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE SUCH
RETENTION WAS AUTHORIZED BY ARTICLE II, SECTIONS 18 AND 19 OF THE
COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
764.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
765.

The Peaje 1968 Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
766.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
767.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim because the

Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was authorized
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by the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
768.

To the extent Peaje has an allowable claim for such retention, the claim is a

prepetition general unsecured claim and all assertions of priority and/or secured status should be
disallowed.
COUNT CXXIII
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE NO CONTRACT WAS IMPAIRED
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
769.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
770.

Peaje alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
771.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because the Commonwealth was authorized to retain them under
Commonwealth and federal law, and no contractual right of Peaje’s was impaired.
772.

Any legislation enacted by the Commonwealth to support retention of the HTA

Allocable Revenues did not originate the Commonwealth’s power to retain the revenues. The
legislation carried out the Commonwealth’s preexisting rights and duties to retain the HTA
Allocable Revenues.
773.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim because there

has been no impairment of Peaje’s contractual rights. In the alternative, Plaintiff is entitled to a
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judgment declaring any valid claim held by Peaje based on the Contracts Clause is a prepetition
unsecured claim that is dischargeable.
COUNT CXXIV
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE NO LEGISLATION CREATED AN IMPAIRMENT
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
774.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
775.

Peaje alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
776.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because no Commonwealth legislation was passed that impaired Peaje’s
contract rights, if any.
777.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim because there is

no Commonwealth legislation that impaired Peaje’s contract rights, if any. In the alternative,
Plaintiff is entitled to a judgment declaring any valid claim held by Peaje based on the Contracts
Clause is a prepetition, unsecured, dischargeable claim.
COUNT CXXV
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE THE COMMONWEALTH’S RETENTION OF THE
HTA ALLOCABLE REVENUES WAS DUE TO PROMESA, NOT LEGISLATION
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
778.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
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Peaje alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
780.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause of the Commonwealth or U.S. Constitutions because the Commonwealth’s
retention of the HTA Allocable Revenues was due to PROMESA and not legislation.
781.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim because the

Commonwealth’s retention of the HTA Allocable Revenues was due to PROMESA and not
legislation. In the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by
Peaje based on the Contracts Clause is a prepetition, unsecured, dischargeable claim.
COUNT CXXVI
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM PREDICATED ON
VIOLATIONS OF THE TAKINGS CLAUSE OF THE COMMONWEALTH AND U.S.
CONSTITUTIONS BECAUSE PEAJE DOES NOT HOLD A PROPERTY INTEREST
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
782.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
783.

Peaje asserts the Commonwealth’s lawful retention of HTA Allocable Revenues

constitutes a taking.
784.

The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute a taking because Peaje has no property interest in the HTA Allocable Revenues.
785.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim because Peaje

has no property interest in the HTA Allocable Revenues and therefore cannot assert a takings
claim. In the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by
Peaje based on the Takings Clause is a prepetition unsecured, dischargeable claim.
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COUNT CXXVII
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM PREDICATED ON
VIOLATIONS OF THE TAKINGS CLAUSE OF THE COMMONWEALTH AND U.S.
CONSTITUTIONS BECAUSE PEAJE HAD A REASONABLE EXPECTATION THE
COMMONWEALTH WOULD RETAIN THE HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
786.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
787.

Peaje asserts the Commonwealth’s lawful retention of HTA Allocable Revenues

constitutes a taking.
788.

The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute an impermissible taking because such retention did not interfere with Peaje’s
reasonable expectations.
789.

Peaje knew or should have known, pursuant to Article VI, Section 8 and Article

II, Sections 18 and 19 of the Commonwealth Constitution, the HTA Allocable Revenue Statutes,
and the HTA Bond Materials, that the HTA Allocable Revenues were subject to the
Commonwealth’s retention.
790.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not interfere with Peaje’s
reasonable expectations regarding the HTA Allocable Revenues. In the alternative, Plaintiff is
entitled to a judgment declaring any valid claim held by Peaje based on the Takings Clause is a
prepetition unsecured, dischargeable claim.
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COUNT CXXVIII
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE DUE PROCESS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
791.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
792.

Peaje alleges the Commonwealth’s retention of HTA Allocable Revenues

constitutes a violation of the Due Process Clause, and asserts a claim against the Commonwealth
as a result of the alleged violation.
793.

Peaje filed a proof of claim pursuant to a court-supervised process in which it can

receive a distribution based on any allowed claim in due course pursuant to a confirmed plan of
adjustment.
794.

The Peaje 1968 Claim does not assert any additional basis on which the

Commonwealth’s retention of HTA Allocable Revenues constitutes a violation of the Due
Process Clause separate from its Takings Clause claim.
795.

Because the Peaje 1968 Claim does not assert any independent basis for its Due

Process claim beyond the basis for its Takings Clause claim, Peaje’s Due Process claim should
be disallowed because it has no property rights in the HTA Allocable Revenues retained by the
Commonwealth.
796.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not violate the Due Process
Clause.
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COUNT CXXIX
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM BASED ON PROMESA
SECTION 407
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. §§ 2161, 2195; 11 U.S.C. § 502)
797.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
798.

The Peaje 1968 Claim asserts claims under PROMESA section 407(a).

799.

Peaje does not have a claim under PROMESA section 407(a) because the HTA

Allocable Revenues were not property of any territorial instrumentality transferred in violation of
applicable law, nor does Peaje have any security interest against the HTA Allocable Revenues.
800.

Peaje also does not have standing to assert a claim—if a valid claim existed—

under PROMESA section 407(a), because only HTA has a claim for the transferred property
against the transferee.
801.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim based on

PROMESA section 407(a).
COUNT CXXX
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM FOR POSTPETITION
INTEREST AND OTHER POSTPETITION COSTS PURSUANT TO BANKRUPTCY CODE
SECTION 502(b)(2)
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
802.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
803.

The Peaje 1968 Claim asserts claims for postpetition interest and other

postpetition costs.
804.

Pursuant to Bankruptcy Code section 502(b), Peaje’s claims for postpetition

interest must be disallowed.
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Pursuant to section 506, Peaje’s claims for costs and expenses must be disallowed

to the extent not provided for by the 1968 Resolution, 1998 Resolution or other applicable
agreement, and to the extent provided for, must be allowed as prepetition general unsecured
claims to the extent its collateral value does not exceed all unpaid principal and interest on the
bonds it owns.
COUNT CXXXI
1968 BONDS: JUDGMENT DISALLOWING PEAJE’S SECURED CLAIM
(11 U.S.C. § 502)
806.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
807.

Peaje has no valid secured claim against the Commonwealth as it was neither

granted any security interest nor holds any statutory liens against any property in which the
Commonwealth has an interest, nor has Peaje perfected any alleged security interest if any, as
against the Commonwealth.
808.

Plaintiff is entitled to judgment disallowing Peaje’s claim that Peaje possesses a

secured claim against the HTA Allocable Revenues.
COUNT CXXXII
1968 BONDS: JUDGMENT DISALLOWING AND AVOIDING PEAJE 1968 CLAIM
ASSERTING PERFECTED SECURITY INTERESTS PURSUANT TO BANKRUPTCY
CODE SECTION 502(d)
(48 U.S.C. § 2161; 11 U.S.C. §§ 502, 544)
809.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
810.

The Peaje 1968 Claim asserts the Bonds it holds are secured by a perfected

security interest against the HTA Allocable Revenues held by the Commonwealth.
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Peaje does not have control over any deposit accounts, including the 1968 Sinking

Fund or the 1998 Resolution Funds, or in any other funds held by the Commonwealth.
812.

No financing statements were filed against the Commonwealth regarding the

813.

Plaintiff is entitled to judgment disallowing Peaje’s claim for a perfected security

Bonds.

interest against the Bonds as against the Commonwealth.
COUNT CXXXIII
1968 BONDS: JUDGMENT DISALLOWING PEAJE’S PRIORITY CLAIM
(48 U.S.C. §§ 2103, 2161; 11 U.S.C. § 502)
814.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
815.

The Peaje 1968 Claim asserts amounts due to Peaje are entitled to priority over

other unsecured claims.
816.

Peaje does not have a priority claim under Commonwealth law. Moreover, even

if Peaje had a priority under Commonwealth law (not based on a lien), such a priority is not
recognized in PROMESA Title III.
817.

Peaje does not have an administrative expense claim pursuant to PROMESA

section 507. None of Peaje’s claims are for the actual and necessary expenses of preserving the
Commonwealth’s property for purposes of Bankruptcy Code sections 507(a)(2) and 503(b).
818.

Plaintiff is entitled to judgment disallowing all priorities asserted for the Peaje

1968 Claim.

148

Case:20-00005-LTS Doc#:1 Filed:01/16/20 Entered:01/16/20 18:09:06
Document Page 149 of 206

Desc: Main

COUNT CXXXIV
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM TO A SECURITY
INTEREST AGAINST REVENUES COLLECTED POSTPETITION AND/OR RIGHTS TO
RECEIVE REVENUES ARISING POSTPETITION PURSUANT TO BANKRUPTCY CODE
SECTION 552
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. §§ 502, 552)
819.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
820.

The Peaje 1968 Claim asserts HTA Allocable Revenues collected postpetition are

subject to Peaje’s purported security interest.
821.

Peaje does not have a valid or perfected security interest against the HTA

Allocable Revenues. Even if it did, such security interest would not attach to moneys collected
postpetition.
822.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim regarding its

purported security interest against any and all postpetition HTA Allocable Revenues retained by
the Commonwealth.
COUNT CXXXV
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM ASSERTING BONDS
ARE SECURED AGAINST SPECIAL REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 902)
823.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
824.

The Peaje 1968 Claim asserts all HTA Allocable Revenues allegedly securing the

Bonds are “special revenues” as defined in Bankruptcy Code section 902(2).
825.

The HTA Allocable Revenues are not “special revenues” as defined in

Bankruptcy Code section 902(2).
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None of the Bonds allegedly held by Peaje are secured by a security interest

against any “special revenues.”
827.

The Oversight Board is entitled to judgment disallowing the Peaje 1968 Claim

asserting the Bonds Peaje allegedly holds are secured against “special revenues” as defined in
Bankruptcy Code section 902(2).
COUNT CXXXVI
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM OF OWNERSHIP IN HTA
ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
828.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
829.

The Peaje 1968 Claim asserts the HTA Allocable Revenues are owned by the

Bondholders.
830.

None of the HTA Allocable Revenue Statutes or HTA Bond Materials provide

Defendants an ownership interest in HTA Allocable Revenues possessed by the Commonwealth,
including under any trust or agency theory.
831.

Plaintiff is entitled to judgment disallowing claims to an ownership interest

asserted in the Peaje 1968 Claim, including an ownership interest based on trust or agency
theories.
COUNT CXXXVII
1968 BONDS: JUDGMENT DISALLOWING PEAJE 1968 CLAIM FOR BREACH OF THE
HTA NON-IMPAIRMENT PROVISION
(11 U.S.C. § 502)
832.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
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The Peaje 1968 Claim asserts the Commonwealth’s retention of the HTA

Allocable Revenues constitutes a breach of the HTA Non-Impairment Provision.
834.

The Commonwealth has not breached the HTA Non-Impairment Provision

because it has not limited or altered any rights conferred to HTA. The Commonwealth never
repealed or amended the Enabling Act, or passed any legislation that conflicts with the powers
granted to HTA.
835.

The Commonwealth’s retention of the HTA Allocable Revenues does not limit or

alter HTA’s rights to the HTA Allocable Revenues as such rights were always conditional and
subject to Section 8 Article VI of the Commonwealth Constitution.
836.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

fiscal plans and budgets certified by the Oversight Board is a result of PROMESA’s preemption
of the Enabling Act’s conditional appropriation of the HTA Allocable Revenues.
837.

Plaintiff is entitled to judgment disallowing the Peaje 1968 Claim because there

has been no breach of the HTA Non-Impairment Provision.

OBJECTIONS TO PEAJE 1998 CLAIM
COUNT CXXXVIII
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM AS DUPLICATIVE OF
THE MASTER PROOFS OF CLAIM
(11 U.S.C. § 502)
838.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
839.

The Peaje 1998 Claim seeks principal, prepetition interest, postpetition interest

and fees against the Commonwealth based on the same Bonds that are the subject of the Master
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Proofs of Claim. The Peaje 1998 Claim is duplicative of the Master Proofs of Claim asserted by
the Fiscal Agent because they both make claims for the same exact funds owed under the Bonds.
840.

Peaje alleges (i) statutory liens against the HTA Allocable Revenues, (ii) security

interests against the HTA Allocable Revenues, (iii) violations of the U.S. and Commonwealth
Constitutions in failing to appropriate the HTA Allocable Revenues to HTA, (iv) violations of
PROMESA section 407, (v) the Commonwealth’s failure to appropriate the HTA Allocable
Revenues to HTA was unlawful and a breach of contract and/or gave rise various tort claims, and
(vi) entitlement to administrative expense priority.
841.

A failure to disallow the Peaje 1998 Claim will result in Peaje potentially

receiving an unwarranted double recovery against the Commonwealth to the detriment of other
stakeholders.
842.

Peaje will not be prejudiced by the disallowance of its duplicative claims because

they are subsumed within the Master Proofs of Claim.
843.

Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim as duplicative

of the Master Proofs of Claim. In the alternative, if the Peaje 1998 Claim is not disallowed as
duplicative, Plaintiff is entitled to an offset from the Peaje 1998 Claim to be determined by the
Court for any amount recovered by the Fiscal Agent against Plaintiff.
COUNT CXXXIX
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM BECAUSE PEAJE
LACKS STANDING TO ASSERT A CLAIM AGAINST THE COMMONWEALTH AS TO
THE BONDS
(11 U.S.C. §§ 501, 502)
844.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
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The Peaje 1998 Claim must be disallowed because Peaje does not have any “right

to payment” from the Commonwealth, or any interest in any right to payment, and therefore does
not have or possess an allowable claim against the Commonwealth under the Bankruptcy Code
or Commonwealth law. Without an enforceable obligation against the Commonwealth as to the
HTA Allocable Revenues, Peaje does not have standing to assert a claim against the
Commonwealth.
846.

Further, Peaje lacks derivative standing to assert any claims against the

Commonwealth for its retention of the HTA Allocable Revenues.
847.

Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim in its entirety,

as Peaje does not have standing to assert a claim against the Commonwealth because it lacks any
interest in an enforceable obligation from the Commonwealth, a corresponding right to payment,
and a claim as defined by Bankruptcy Code section 101(5).
COUNT CXL
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE SUCH
RETENTION WAS AUTHORIZED BY ARTICLE VI, SECTION 8 OF THE
COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
848.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
849.

The Peaje 1998 Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
850.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of Article VI, Section 8 of the Commonwealth Constitution, and pursuant to the HTA
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Allocable Revenue Statutes, which provide the HTA Allocable Revenues are “available
resources” of the Commonwealth.
851.

The obligation of the Commonwealth, if any, to appropriate the HTA Allocable

Revenues to HTA, as well as all other obligations related to the Bonds, were subject to Article
VI, Section 8 of the Commonwealth Constitution.
852.

Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim because the

Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was authorized
by Article VI, Section 8 of the Commonwealth Constitution.
COUNT CXLI
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE THE HTA
ALLOCABLE REVENUE STATUTES WERE PREEMPTED BY PROMESA
(48 U.S.C. §§ 2103, 2141, 2142; 11 U.S.C. § 502)
853.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
854.

The Peaje 1998 Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
855.

The Commonwealth’s retention of the HTA Allocable Revenues following the

passage of PROMESA does not give rise to a claim against the Commonwealth because the
statutes creating an obligation of the Commonwealth to appropriate and transfer the HTA
Allocable Revenues were preempted by PROMESA. Appropriations under Commonwealth law
were inconsistent with PROMESA’s provisions granting the Oversight Board complete power
over fiscal plans and budget appropriations
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Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim because the

Commonwealth’s obligation to appropriate and transfer the HTA Allocable Revenues was
preempted.
COUNT CXLII
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES FOR BREACH OF
CONTRACT
(11 U.S.C. § 502)
857.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
858.

The Peaje 1998 Claim asserts a breach of contract claim against the

Commonwealth based on the Commonwealth’s retention of the HTA Allocable Revenues.
859.

The Commonwealth is not liable for any breach of contract to Peaje.

The

Commonwealth is not a party to any contract with Peaje (including the HTA Bond Materials).
The Commonwealth does not owe any contractual obligations to or enforceable by Peaje
regarding payment on the Bonds.
860.

Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not constitute a breach of a
Commonwealth contract.
COUNT CXLIII
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES FOR COMMON LAW
TORT CLAIMS
(11 U.S.C. § 502)
861.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
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The Peaje 1998 Claim asserts various tort-based claims—including breach,

common law fraud, and misrepresentation—which all purportedly arise out of the
Commonwealth’s retention of the HTA Allocable Revenues.
863.

The Commonwealth’s retention of the HTA Allocable Revenues was lawful under

pre-PROMESA laws and PROMESA, and the Commonwealth is not liable to Peaje for any tort
claims under any theory.
864.

A conversion claim asserted by Peaje fails because (i) Peaje does not have a

security interest against any Commonwealth funds and any HTA funds beyond moneys actually
received by HTA from the Commonwealth and deposited in the 1998 Sinking Funds and the
1998 Resolution Funds, (ii) the Commonwealth’s retention of HTA Allocable Revenues not
appropriated and transferred to HTA prior to the passage of PROMESA was proper under the
Pre-PROMESA Retention Actions, (iii) the Bondholders do not have any other property interest
in the HTA Allocable Revenues, and (iv) the Commonwealth’s retention of HTA Allocable
Revenues not appropriated and transferred to HTA after the enactment of PROMESA was proper
because the HTA Allocable Revenue Statutes were preempted.
865.

A tortious interference with contract claim asserted by Peaje fails because (i) from

the enactment of PROMESA the Commonwealth acted properly and lawfully in authorizing the
retention of the HTA Allocable Revenues due to preemption of the HTA Allocable Revenue
Statutes, and (ii) before enactment of PROMESA there was no breach of contract with respect to
any alleged failure to make payment on the Bonds because payments were subject to Article VI,
Section 8 and Article II, Sections 18 and 19 of the Commonwealth Constitution.
866.

The Peaje 1998 Claim’s claims of breach, common law fraud, and

misrepresentation fail because (i) they are not alleged with specificity, (ii) the Commonwealth

156

Case:20-00005-LTS Doc#:1 Filed:01/16/20 Entered:01/16/20 18:09:06
Document Page 157 of 206

Desc: Main

did not make any material misstatements of fact, (iii) the Commonwealth did not engage in any
fraudulent conduct, and (iv) the required elements of such fraud-based claims are not alleged.
Statements made in the HTA Bond Materials were truthful when made.
867.

The Peaje 1998 Claim’s claims of breach, common law fraud, and

misrepresentation also fail because the HTA Allocable Revenue Statutes are legislative
pronouncements and do not constitute statements of fact for purposes of a fraud claim or a
misrepresentation claim.
868.

Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not constitute breach, common
law fraud, or misrepresentation.
COUNT CXLIV
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM PREDICATED ON
UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES BECAUSE SUCH
RETENTION WAS AUTHORIZED BY ARTICLE II, SECTIONS 18 AND 19 OF THE
COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
869.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
870.

The Peaje 1998 Claim asserts a claim against the Commonwealth based on the

Commonwealth’s retention of the HTA Allocable Revenues pursuant to Commonwealth law.
871.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
872.

Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim because the

Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was authorized
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by the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
873.

To the extent Peaje has an allowable claim for such retention, the claim is a

prepetition general unsecured claim and all assertions of priority and/or secured status should be
disallowed.
COUNT CXLV
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE NO CONTRACT WAS IMPAIRED
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
874.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
875.

Peaje alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
876.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because the Commonwealth was authorized to retain them under
Commonwealth and federal law, and no contractual right of Peaje’s was impaired.
877.

Any legislation enacted by the Commonwealth to support retention of the HTA

Allocable Revenues did not originate the Commonwealth’s power to retain the revenues. The
legislation carried out the Commonwealth’s preexisting rights and duties to retain the HTA
Allocable Revenues.
878.

Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim because there

has been no impairment of Peaje’s contractual rights. In the alternative, Plaintiff is entitled to a
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judgment declaring any valid claim held by Peaje based on the Contracts Clause is a prepetition
unsecured claim that is dischargeable.
COUNT CXLVI
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE NO LEGISLATION CREATED AN IMPAIRMENT
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
879.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
880.

Peaje alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
881.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because no Commonwealth legislation was passed that impaired Peaje’s
contract rights, if any.
882.

Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim because there is

no Commonwealth legislation that impaired Peaje’s contract rights, if any. In the alternative,
Plaintiff is entitled to a judgment declaring any valid claim held by Peaje based on the Contracts
Clause is a prepetition, unsecured, dischargeable claim.
COUNT CXLVII
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE COMMONWEALTH
AND U.S. CONSTITUTIONS BECAUSE THE COMMONWEALTH’S RETENTION OF THE
HTA ALLOCABLE REVENUES WAS DUE TO PROMESA, NOT LEGISLATION
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
883.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
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Peaje alleges the Commonwealth’s retention of the HTA Allocable Revenues

violates the Contracts Clause, and asserts a claim against the Commonwealth as a result of the
alleged violations.
885.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because the Commonwealth’s retention of the HTA Allocable Revenues
was due to PROMESA and not legislation.
886.

Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim because the

Commonwealth’s retention of the HTA Allocable Revenues was due to PROMESA and not
legislation. In the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by
Peaje based on the Contracts Clause is a prepetition, unsecured, dischargeable claim.
COUNT CXLVIII
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM PREDICATED ON
VIOLATIONS OF THE TAKINGS CLAUSE OF THE COMMONWEALTH AND U.S.
CONSTITUTIONS BECAUSE PEAJE DOES NOT HOLD A PROPERTY INTEREST
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
887.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
888.

Peaje asserts the Commonwealth’s lawful retention of HTA Allocable Revenues

constitutes a taking.
889.

The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute a taking because Peaje has no property interest in the HTA Allocable Revenues.
890.

Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim because Peaje

has no property interest in the HTA Allocable Revenues and therefore cannot assert a takings
claim. In the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by
Peaje based on the Takings Clause is a prepetition unsecured, dischargeable claim.
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COUNT CXLIX
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM PREDICATED ON
VIOLATIONS OF THE TAKINGS CLAUSE OF THE COMMONWEALTH AND U.S.
CONSTITUTIONS BECAUSE PEAJE HAD A REASONABLE EXPECTATION THE
COMMONWEALTH WOULD RETAIN THE HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
891.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
892.

Peaje asserts the Commonwealth’s lawful retention of HTA Allocable Revenues

constitutes a taking.
893.

The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute an impermissible taking because such retention did not interfere with Peaje’s
reasonable expectations.
894.

Peaje knew or should have known, pursuant to Article VI, Section 8 and Article

II, Sections 18 and 19 of the Commonwealth Constitution, the HTA Allocable Revenue Statutes,
and the HTA Bond Materials, that the HTA Allocable Revenues were subject to the
Commonwealth’s retention.
895.

Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not interfere with Peaje’s
reasonable expectations regarding the HTA Allocable Revenues. In the alternative, Plaintiff is
entitled to a judgment declaring any valid claim held by Peaje based on the Takings Clause is a
prepetition unsecured, dischargeable claim.
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COUNT CL
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM PREDICATED ON
CLAIMS OF VIOLATIONS OF THE DUE PROCESS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
896.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
897.

Peaje alleges the Commonwealth’s retention of HTA Allocable Revenues

constitutes a violation of the Due Process Clause, and asserts a claim against the Commonwealth
as a result of the alleged violation.
898.

Peaje filed a proof of claim pursuant to a court-supervised process in which it can

receive a distribution based on any allowed claim in due course pursuant to a confirmed plan of
adjustment.
899.

The Peaje 1998 Claim does not assert any additional basis on which the

Commonwealth’s retention of HTA Allocable Revenues constitutes a violation of the Due
Process Clause separate from its Takings Clause claim.
900.

Because the Peaje 1998 Claim does not assert any independent basis for its Due

Process claim beyond the basis for its Takings Clause claim, Peaje’s Due Process claim should
be disallowed because it has no property rights in the HTA Allocable Revenues retained by the
Commonwealth.
901.

Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim because the

Commonwealth’s retention of the HTA Allocable Revenues did not violate the Due Process
Clause.
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COUNT CLI
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM BASED ON PROMESA
SECTION 407
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. §§ 2161, 2195; 11 U.S.C. § 502)
902.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
903.

The Peaje 1998 Claim asserts claims under PROMESA section 407(a).

904.

Peaje does not have a claim under PROMESA section 407(a) because the HTA

Allocable Revenues were not property of any territorial instrumentality transferred in violation of
applicable law, nor does Peaje have any security interest against the HTA Allocable Revenues.
905.

Peaje also does not have standing to assert a claim—if a valid claim existed—

under PROMESA section 407(a), because only HTA has a claim for the transferred property
against the transferee.
906.

Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim based on

PROMESA section 407(a).
COUNT CLII
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM FOR POSTPETITION
INTEREST AND OTHER POSTPETITION COSTS PURSUANT TO BANKRUPTCY CODE
SECTION 502(b)(2)
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
907.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
908.

The Peaje 1998 Claim asserts claims for postpetition interest and other

postpetition costs.
909.

Pursuant to Bankruptcy Code section 502(b), Peaje’s claims for postpetition

interest must be disallowed.
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Pursuant to section 506, Peaje’s claims for costs and expenses must be disallowed

to the extent not provided for by the 1998 Resolution, 1998 Resolution or other applicable
agreement, and to the extent provided for, must be allowed as prepetition general unsecured
claims to the extent its collateral value does not exceed all unpaid principal and interest on the
bonds it owns.
COUNT CLIII
1998 BONDS: JUDGMENT DISALLOWING PEAJE’S SECURED CLAIM
(11 U.S.C. § 502)
911.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
912.

Peaje has no valid secured claim against the Commonwealth as it was neither

granted any security interest nor holds any statutory liens against any property in which the
Commonwealth has an interest, nor has Peaje perfected any alleged security interest if any, as
against the Commonwealth.
913.

Plaintiff is entitled to judgment disallowing Peaje’s claim that Peaje possesses a

secured claim against the HTA Allocable Revenues.
COUNT CLIV
1998 BONDS: JUDGMENT DISALLOWING AND AVOIDING PEAJE 1998 CLAIM
ASSERTING PERFECTED SECURITY INTERESTS PURSUANT TO BANKRUPTCY
CODE SECTION 502(d)
(48 U.S.C. § 2161; 11 U.S.C. §§ 502, 544)
914.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
915.

The Peaje 1998 Claim asserts the Bonds it holds are secured by a perfected

security interest against the HTA Allocable Revenues held by the Commonwealth.
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Peaje does not have control over any deposit accounts, including the 1998 Sinking

Funds or the 1998 Resolution Funds, or in any other funds held by the Commonwealth.
917.

No financing statements were filed against the Commonwealth regarding the

918.

Plaintiff is entitled to judgment disallowing Peaje’s claim for a perfected security

Bonds.

interest against the Bonds as against the Commonwealth.
COUNT CLV
1998 BONDS: JUDGMENT DISALLOWING PEAJE’S PRIORITY CLAIM
(48 U.S.C. §§ 2103, 2161; 11 U.S.C. § 502)
919.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
920.

The Peaje 1998 Claim asserts amounts due to Peaje are entitled to priority over

other unsecured claims.
921.

Peaje does not have a priority claim under Commonwealth law. Moreover, even

if Peaje had a priority under Commonwealth law (not based on a lien), such a priority is not
recognized in PROMESA Title III.
922.

Peaje does not have an administrative expense claim pursuant to PROMESA

section 507. None of Peaje’s claims are for the actual and necessary expenses of preserving the
Commonwealth’s property for purposes of Bankruptcy Code sections 507(a)(2) and 503(b).
923.

Plaintiff is entitled to judgment disallowing all priorities asserted for the Peaje

1998 Claim.
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COUNT CLVI
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM TO A SECURITY
INTEREST AGAINST REVENUES COLLECTED POSTPETITION AND/OR RIGHTS TO
RECEIVE REVENUES ARISING POSTPETITION PURSUANT TO BANKRUPTCY CODE
SECTION 552
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. §§ 502, 552)
924.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
925.

The Peaje 1998 Claim asserts HTA Allocable Revenues collected postpetition are

subject to Peaje’s purported security interest.
926.

Peaje does not have a valid or perfected security interest against the HTA

Allocable Revenues. Even if it did, such security interest would not attach to moneys collected
postpetition.
927.

Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim regarding its

purported security interest against any and all postpetition HTA Allocable Revenues retained by
the Commonwealth.
COUNT CLVII
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM ASSERTING BONDS
ARE SECURED AGAINST SPECIAL REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 902)
928.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
929.

The Peaje 1998 Claim asserts all HTA Allocable Revenues allegedly securing the

Bonds are “special revenues” as defined in Bankruptcy Code section 902(2).
930.

The HTA Allocable Revenues are not “special revenues” as defined in

Bankruptcy Code section 902(2).
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None of the Bonds allegedly held by Peaje are secured by a security interest

against any “special revenues.”
932.

The Oversight Board is entitled to judgment disallowing the Peaje 1998 Claim

asserting the Bonds Peaje allegedly holds are secured against “special revenues” as defined in
Bankruptcy Code section 902(2).
COUNT CLVIII
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM OF OWNERSHIP IN HTA
ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
933.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
934.

The Peaje 1998 Claim asserts the HTA Allocable Revenues are owned by the

Bondholders.
935.

None of the HTA Allocable Revenue Statutes or HTA Bond Materials provide

Defendants an ownership interest in HTA Allocable Revenues possessed by the Commonwealth,
including under any trust or agency theory.
936.

Plaintiff is entitled to judgment disallowing claims to an ownership interest

asserted in the Peaje 1998 Claim, including an ownership interest based on trust or agency
theories.
COUNT CLIX
1998 BONDS: JUDGMENT DISALLOWING PEAJE 1998 CLAIM FOR BREACH OF THE
HTA NON-IMPAIRMENT PROVISION
(11 U.S.C. § 502)
937.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
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The Peaje 1998 Claim asserts the Commonwealth’s retention of the HTA

Allocable Revenues constitutes a breach of the HTA Non-Impairment Provision.
939.

The Commonwealth has not breached the HTA Non-Impairment Provision

because it has not limited or altered any rights conferred to HTA. The Commonwealth never
repealed or amended the Enabling Act, or passed any legislation that conflicts with the powers
granted to HTA.
940.

The Commonwealth’s retention of the HTA Allocable Revenues does not limit or

alter HTA’s rights to the HTA Allocable Revenues as such rights were always conditional and
subject to Section 8 Article VI of the Commonwealth Constitution.
941.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

fiscal plans and budgets certified by the Oversight Board is a result of PROMESA’s preemption
of the Enabling Act’s conditional appropriation of the HTA Allocable Revenues.
942.

Plaintiff is entitled to judgment disallowing the Peaje 1998 Claim because there

has been no breach of the HTA Non-Impairment Provision.

OBJECTIONS TO 1968 BOND MASTER PROOF OF CLAIM
COUNT CLX
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
BECAUSE BNYM, AS FISCAL AGENT, LACKS STANDING TO ASSERT A CLAIM
AGAINST THE COMMONWEALTH AS TO THE BONDS
(11 U.S.C. §§ 501, 502)
943.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
944.

The 1968 Bond Master Proof of Claim must be disallowed because BNYM, as

Fiscal Agent, does not have any “right to payment” from the Commonwealth, or any interest in
any right to payment, and therefore does not have or possess an allowable claim against the
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Commonwealth under the Bankruptcy Code or Commonwealth law. Without an enforceable
obligation against the Commonwealth as to the HTA Allocable Revenues, BNYM, as Fiscal
Agent, does not have standing to assert a claim against the Commonwealth.
945.

Further, BNYM, as Fiscal Agent, lacks derivative standing to assert any claims

against the Commonwealth for its retention of the HTA Allocable Revenues.
946.

Plaintiff is entitled to judgment disallowing the 1968 Bond Master Proof of Claim

in its entirety, as BNYM, as Fiscal Agent, does not have standing to assert a claim against the
Commonwealth because it lacks any interest in an enforceable obligation from the
Commonwealth, a corresponding right to payment, and a claim as defined by Bankruptcy Code
section 101(5).
COUNT CLXI
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
PREDICATED ON UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES
BECAUSE SUCH RETENTION WAS AUTHORIZED BY ARTICLE VI, SECTION 8 OF
THE COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
947.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
948.

The 1968 Bond Master Proof of Claim asserts a claim against the Commonwealth

based on the Commonwealth’s retention of the HTA Allocable Revenues pursuant to
Commonwealth law.
949.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of Article VI, Section 8 of the Commonwealth Constitution, and pursuant to the HTA
Allocable Revenue Statutes, which provide the HTA Allocable Revenues are “available
resources” of the Commonwealth.
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The obligation of the Commonwealth, if any, to appropriate the HTA Allocable

Revenues to HTA, as well as all other obligations related to the Bonds, were subject to Article
VI, Section 8 of the Commonwealth Constitution.
951.

Plaintiff is entitled to judgment disallowing the 1968 Bond Master Proof of Claim

because the Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was
authorized by Article VI, Section 8 of the Commonwealth Constitution.
COUNT CLXII
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
PREDICATED ON UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES
BECAUSE THE HTA ALLOCABLE REVENUE STATUTES WERE PREEMPTED BY
PROMESA
(48 U.S.C. §§ 2103, 2141, 2142; 11 U.S.C. § 502)
952.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
953.

The 1968 Bond Master Proof of Claim asserts a claim against the Commonwealth

based on the Commonwealth’s retention of the HTA Allocable Revenues pursuant to
Commonwealth law.
954.

The Commonwealth’s retention of the HTA Allocable Revenues following the

passage of PROMESA does not give rise to a claim against the Commonwealth because the
statutes creating an obligation of the Commonwealth to appropriate and transfer the HTA
Allocable Revenues were preempted by PROMESA. Appropriations under Commonwealth law
were inconsistent with PROMESA’s provisions granting the Oversight Board complete power
over fiscal plans and budget appropriations
955.

Plaintiff is entitled to judgment disallowing the 1968 Bond Master Proof of Claim

because the Commonwealth’s obligation to appropriate and transfer the HTA Allocable
Revenues was preempted.
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COUNT CLXIII
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
PREDICATED ON UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES
FOR BREACH OF CONTRACT
(11 U.S.C. § 502)
956.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
957.

The 1968 Bond Master Proof of Claim asserts a breach of contract claim against

the Commonwealth based on the Commonwealth’s retention of the HTA Allocable Revenues.
958.

The Commonwealth is not liable for any breach of contract to BNYM, as Fiscal

Agent. The Commonwealth is not a party to any contract with BNYM (including the HTA Bond
Materials), as Fiscal Agent. The Commonwealth does not owe any contractual obligations to or
enforceable by BNYM, as Fiscal Agent, regarding payment on the Bonds.
959.

Plaintiff is entitled to judgment disallowing the 1968 Bond Master Proof of Claim

because the Commonwealth’s retention of the HTA Allocable Revenues did not constitute a
breach of a Commonwealth contract.
COUNT CLXIV
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
PREDICATED ON UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES
FOR COMMON LAW TORT CLAIMS
(11 U.S.C. § 502)
960.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
961.

The 1968 Bond Master Proof of Claim asserts various tort-based claims—

including tortious interference with contract, conversion, fraud, fraudulent inducement,
fraudulent conveyance, misrepresentation, unjust enrichment, equitable or constructive trust,
equitable subordination, breach of contract, indemnification, reimbursement, and contribution—
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which all purportedly arise out of the Commonwealth’s retention of the HTA Allocable
Revenues.
962.

The Commonwealth’s retention of the HTA Allocable Revenues was lawful under

pre-PROMESA laws and PROMESA, and the Commonwealth is not liable to BNYM, as Fiscal
Agent, for any tort claims under any theory.
963.

The 1968 Bond Master Proof of Claim’s conversion claim fails because (i)

BNYM, as Fiscal Agent, does not have a security interest against any Commonwealth funds and
any HTA funds beyond moneys actually received by HTA from the Commonwealth and
deposited in the 1968 Sinking Fund and the 1998 Resolution Funds, (ii) the Commonwealth’s
retention of HTA Allocable Revenues not appropriated and transferred to HTA prior to the
passage of PROMESA was proper under the Pre-PROMESA Retention Actions, (iii) the
Bondholders do not have any other property interest in the HTA Allocable Revenues, and (iv) the
Commonwealth’s retention of HTA Allocable Revenues not appropriated and transferred to
HTA after the enactment of PROMESA was proper because the HTA Allocable Revenue
Statutes were preempted.
964.

The 1968 Bond Master Proof of Claim’s tortious interference with contract claim

fails because (i) from the enactment of PROMESA the Commonwealth acted properly and
lawfully in authorizing the retention of the HTA Allocable Revenues due to preemption of the
HTA Allocable Revenue Statutes, and (ii) before enactment of PROMESA there was no breach
of contract with respect to any alleged failure to make payment on the Bonds because payments
were subject to Article VI, Section 8 and Article II, Sections 18 and 19 of the Commonwealth
Constitution.
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The 1968 Bond Master Proof of Claim’s claims of tortious interference with

contract, conversion, fraud, fraudulent inducement, fraudulent conveyance, misrepresentation,
unjust enrichment, equitable or constructive trust, equitable subordination, breach of contract,
indemnification, reimbursement, and contribution fail because (i) they are not alleged with
specificity, (ii) the Commonwealth did not make any material misstatements of fact, (iii) the
Commonwealth did not engage in any fraudulent conduct, and (iv) the required elements of such
fraud-based claims are not alleged. Statements made in the HTA Bond Materials were truthful
when made. The 1968 Bond Master Proof of Claim also fails to allege any facts regarding the
required elements of fraudulent conveyance, including, without limitation, (i) the date, amount,
transferor and transferee of any purported fraudulent conveyance, (ii) whether the transferor was
solvent, (iii) whether the transferor received reasonably equivalent value, (iv) whether the
transferor acted with actual intent to hinder, delay or defraud creditors, and (v) whether the
transferor acted in good faith.
966.

The 1968 Bond Master Proof of Claim’s claims of tortious interference with

contract, conversion, fraud, fraudulent inducement, fraudulent conveyance, misrepresentation,
unjust enrichment, equitable or constructive trust, equitable subordination, breach of contract,
indemnification, reimbursement, and contribution also fail because the HTA Allocable Revenue
Statutes are legislative pronouncements and do not constitute statements of fact for purposes of a
fraud claim or a misrepresentation claim.
967.

Plaintiff is entitled to judgment disallowing the 1968 Bond Master Proof of Claim

because the Commonwealth’s retention of the HTA Allocable Revenues did not constitute
tortious interference with contract, conversion, fraud, fraudulent inducement, fraudulent
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conveyance, misrepresentation, unjust enrichment, equitable or constructive trust, equitable
subordination, breach of contract, indemnification, reimbursement, or contribution.
COUNT CLXV
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
PREDICATED ON UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES
BECAUSE SUCH RETENTION WAS AUTHORIZED BY ARTICLE II, SECTIONS 18 AND
19 OF THE COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
968.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
969.

The 1968 Bond Master Proof of Claim asserts a claim against the Commonwealth

based on the Commonwealth’s retention of the HTA Allocable Revenues pursuant to
Commonwealth law.
970.

The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the

Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
971.

Plaintiff is entitled to judgment disallowing the 1968 Bond Master Proof of Claim

because the Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was
authorized by the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of
the Commonwealth Constitution.
972.

To the extent BNYM, as Fiscal Agent, has an allowable claim for such retention,

the claim is a prepetition general unsecured claim and all assertions of priority and/or secured
status should be disallowed.
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COUNT CLXVI
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
PREDICATED ON CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS BECAUSE NO CONTRACT WAS
IMPAIRED
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
973.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
974.

BNYM, as Fiscal Agent, alleges the Commonwealth’s retention of the HTA

Allocable Revenues violates the Contracts Clause, and asserts a claim against the
Commonwealth as a result of the alleged violations.
975.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because the Commonwealth was authorized to retain them under
Commonwealth and federal law, and no contractual right of BNYM’s was impaired, as Fiscal
Agent.
976.

Any legislation enacted by the Commonwealth to support retention of the HTA

Allocable Revenues did not originate the Commonwealth’s power to retain the revenues. The
legislation carried out the Commonwealth’s preexisting rights and duties to retain the HTA
Allocable Revenues.
977.

Plaintiff is entitled to judgment disallowing the 1968 Bond Master Proof of Claim

because there has been no impairment of BNYM’s contractual rights, as Fiscal Agent. In the
alternative, Plaintiff is entitled to a judgment declaring any valid claim held by BNYM, as Fiscal
Agent, based on the Contracts Clause is a prepetition unsecured claim that is dischargeable.
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COUNT CLXVII
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
PREDICATED ON CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS BECAUSE NO LEGISLATION
CREATED AN IMPAIRMENT
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
978.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
979.

BNYM, as Fiscal Agent, alleges the Commonwealth’s retention of the HTA

Allocable Revenues violates the Contracts Clause of the, and asserts a claim against the
Commonwealth as a result of the alleged violations.
980.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because no Commonwealth legislation was passed that impaired BNYM’s
contract rights, as Fiscal Agent, if any.
981.

Plaintiff is entitled to judgment disallowing the 1968 Bond Master Proof of Claim

because there is no Commonwealth legislation that impaired BNYM’s contract rights, as Fiscal
Agent, if any. In the alternative, Plaintiff is entitled to a judgment declaring any valid claim held
by BNYM, as Fiscal Agent, based on the Contracts Clause is a prepetition, unsecured,
dischargeable claim.
COUNT CLXVIII
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
PREDICATED ON CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS BECAUSE THE COMMONWEALTH’S
RETENTION OF THE HTA ALLOCABLE REVENUES WAS DUE TO PROMESA, NOT
LEGISLATION
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
982.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
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BNYM, as Fiscal Agent, alleges the Commonwealth’s retention of the HTA

Allocable Revenues violates the Contracts Clause, and asserts a claim against the
Commonwealth as a result of the alleged violations.
984.

The Commonwealth’s retention of the HTA Allocable Revenues did not violate

the Contracts Clause because the Commonwealth’s retention of the HTA Allocable Revenues
was due to PROMESA and not legislation.
985.

Plaintiff is entitled to judgment disallowing the 1968 Bond Master Proof of Claim

because the Commonwealth’s retention of the HTA Allocable Revenues was due to PROMESA
and not legislation. In the alternative, Plaintiff is entitled to a judgment declaring any valid claim
held by BNYM, as Fiscal Agent, based on the Contracts Clause is a prepetition, unsecured,
dischargeable claim.
COUNT CLXIX
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
PREDICATED ON VIOLATIONS OF THE TAKINGS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS BECAUSE BNYM, AS FISCAL AGENT,
DOES NOT HOLD A PROPERTY INTEREST
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
986.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
987.

BNYM, as Fiscal Agent, asserts the Commonwealth’s lawful retention of HTA

Allocable Revenues constitutes a taking.
988.

The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute a taking because BNYM, as Fiscal Agent, has no property interest in the HTA
Allocable Revenues.
989.

Plaintiff is entitled to judgment disallowing the 1968 Bond Master Proof of Claim

because BNYM, as Fiscal Agent, has no property interest in the HTA Allocable Revenues and
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therefore cannot assert a takings claim. In the alternative, Plaintiff is entitled to a judgment
declaring any valid claim held by BNYM, as Fiscal Agent, based on the Takings Clause is a
prepetition unsecured, dischargeable claim.
COUNT CLXX
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
PREDICATED ON VIOLATIONS OF THE TAKINGS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS BECAUSE BNYM, AS FISCAL AGENT,
HAD A REASONABLE EXPECTATION THE COMMONWEALTH WOULD RETAIN THE
HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
990.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
991.

BNYM, as Fiscal Agent, asserts the Commonwealth’s lawful retention of HTA

Allocable Revenues constitutes a taking.
992.

The Commonwealth’s retention of the HTA Allocable Revenues does not

constitute an impermissible taking because such retention did not interfere with BNYM’s
reasonable expectations, as Fiscal Agent.
993.

BNYM, as Fiscal Agent, knew or should have known, pursuant to Article VI,

Section 8 and Article II, Sections 18 and 19 of the Commonwealth Constitution, the HTA
Allocable Revenue Statutes, and the HTA Bond Materials, that the HTA Allocable Revenues
were subject to the Commonwealth’s retention.
994.

Plaintiff is entitled to judgment disallowing the 1968 Bond Master Proof of Claim

because the Commonwealth’s retention of the HTA Allocable Revenues did not interfere with
BNYM’s reasonable expectations, as Fiscal Agent, regarding the HTA Allocable Revenues. In
the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by BNYM, as
Fiscal Agent, based on the Takings Clause is a prepetition unsecured, dischargeable claim.
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COUNT CLXXI
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
PREDICATED ON CLAIMS OF VIOLATIONS OF THE DUE PROCESS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
995.

Plaintiff repeats and incorporates by reference each allegation contained in

paragraphs 1-192, as if fully set forth herein.
996.

BNYM, as Fiscal Agent, alleges the Commonwealth’s retention of HTA

Allocable Revenues constitutes a violation of the Due Process Clause, and asserts a claim against
the Commonwealth as a result of the alleged violation.
997.

BNYM, as Fiscal Agent, filed a proof of claim pursuant to a court-supervised

process in which it can receive a distribution based on any allowed claim in due course pursuant
to a confirmed plan of adjustment.
998.

The 1968 Bond Master Proof of Claim does not assert any additional basis on

which the Commonwealth’s retention of HTA Allocable Revenues constitutes a violation of the
Due Process Clause separate from its Takings Clause claim.
999.

Because the 1968 Bond Master Proof of Claim does not assert any independent

basis for its Due Process claim beyond the basis for its Takings Clause claim, BNYM’s Due
Process claim should be disallowed because it has no property rights in the HTA Allocable
Revenues retained by the Commonwealth.
1000. Plaintiff is entitled to judgment disallowing the 1968 Bond Master Proof of Claim
because the Commonwealth’s retention of the HTA Allocable Revenues did not violate the Due
Process Clause.
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COUNT CLXXII
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
BASED ON PROMESA SECTION 407
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. §§ 2161, 2195; 11 U.S.C. § 502)
1001. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1002. The 1968 Bond Master Proof of Claim asserts claims under PROMESA section
407(a).
1003. BNYM, as Fiscal Agent, does not have a claim under PROMESA section 407(a)
because the HTA Allocable Revenues were not property of any territorial instrumentality
transferred in violation of applicable law, nor does BNYM, as Fiscal Agent, have any security
interest against the HTA Allocable Revenues.
1004.

BNYM, as Fiscal Agent, also does not have standing to assert a claim—if a valid

claim existed—under PROMESA section 407(a), because only HTA has a claim for the
transferred property against the transferee.
1005. Plaintiff is entitled to judgment disallowing the 1968 Bond Master Proof of Claim
based on PROMESA section 407(a).
COUNT CLXXIII
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
FOR POSTPETITION INTEREST AND OTHER POSTPETITION COSTS PURSUANT TO
BANKRUPTCY CODE SECTION 502(b)(2)
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
1006. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1007. The 1968 Bond Master Proof of Claim asserts claims for postpetition interest and
other postpetition costs.
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1008. Pursuant to Bankruptcy Code section 502(b), BNYM’s claims, as Fiscal Agent,
for postpetition interest must be disallowed.
1009. Pursuant to section 506, BNYM’s claims, as Fiscal Agent, for costs and expenses
must be disallowed to the extent not provided for by the 1968 Resolution, 1998 Resolution or
other applicable agreement, and to the extent provided for, must be allowed as prepetition
general unsecured claims to the extent its collateral value does not exceed all unpaid principal
and interest on the bonds it owns.
COUNT CLXXIV
1968 BONDS: JUDGMENT DISALLOWING BNYM’S SECURED CLAIM, AS FISCAL
AGENT
(11 U.S.C. § 502)
1010. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1011. BNYM, as Fiscal Agent, has no valid secured claim against the Commonwealth
as it was neither granted any security interest nor holds any statutory liens against any property
in which the Commonwealth has an interest, nor has BNYM, as Fiscal Agent, perfected any
alleged security interest if any, as against the Commonwealth.
1012. Plaintiff is entitled to judgment disallowing BNYM’s claim that BNYM, as Fiscal
Agent, possesses a secured claim against the HTA Allocable Revenues.
COUNT CLXXV
1968 BONDS: JUDGMENT DISALLOWING AND AVOIDING 1968 BOND MASTER
PROOF OF CLAIM ASSERTING PERFECTED SECURITY INTERESTS PURSUANT TO
BANKRUPTCY CODE SECTION 502(d)
(48 U.S.C. § 2161; 11 U.S.C. §§ 502, 544)
1013. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
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1014. The 1968 Bond Master Proof of Claim asserts the Bonds it holds are secured by a
perfected security interest against the HTA Allocable Revenues held by the Commonwealth.
1015. BNYM, as Fiscal Agent, does not have control over any deposit accounts,
including the 1968 Sinking Fund or the 1998 Resolution Funds, or in any other funds held by the
Commonwealth.
1016. No financing statements were filed against the Commonwealth regarding the
Bonds.
1017. Plaintiff is entitled to judgment disallowing BNYM’s claim, as Fiscal Agent, for a
perfected security interest against the Bonds as against the Commonwealth.
COUNT CLXXVI
1968 BONDS: JUDGMENT DISALLOWING BNYM’S PRIORITY CLAIM, AS FISCAL
AGENT
(48 U.S.C. §§ 2103, 2161; 11 U.S.C. § 502)
1018. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1019. The 1968 Bond Master Proof of Claim asserts amounts due to BNYM, as Fiscal
Agent, are entitled to priority over other unsecured claims.
1020. BNYM, as Fiscal Agent, does not have a priority claim under Commonwealth
law. Moreover, even if BNYM, as Fiscal Agent, had a priority under Commonwealth law (not
based on a lien), such a priority is not recognized in PROMESA Title III.
1021. BNYM, as Fiscal Agent, does not have an administrative expense claim pursuant
to PROMESA section 507. None of BNYM’s claims, as Fiscal Agent, are for the actual and
necessary expenses of preserving the Commonwealth’s property for purposes of Bankruptcy
Code sections 507(a)(2) and 503(b).
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1022. Plaintiff is entitled to judgment disallowing all priorities asserted for the 1968
Bond Master Proof of Claim.
COUNT CLXXVII
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM TO
A SECURITY INTEREST AGAINST REVENUES COLLECTED POSTPETITION AND/OR
RIGHTS TO RECEIVE REVENUES ARISING POSTPETITION PURSUANT TO
BANKRUPTCY CODE SECTION 552
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. §§ 502, 552)
1023. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1024. The 1968 Bond Master Proof of Claim asserts HTA Allocable Revenues collected
postpetition are subject to BNYM’s purported security interest, as Fiscal Agent.
1025. BNYM, as Fiscal Agent, does not have a valid or perfected security interest
against the HTA Allocable Revenues. Even if it did, such security interest would not attach to
moneys collected postpetition.
1026. Plaintiff is entitled to judgment disallowing the 1968 Bond Master Proof of Claim
regarding its purported security interest against any and all postpetition HTA Allocable
Revenues retained by the Commonwealth.
COUNT CLXXVIII
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
ASSERTING BONDS ARE SECURED AGAINST SPECIAL REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 902)
1027. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1028. The 1968 Bond Master Proof of Claim asserts all HTA Allocable Revenues
allegedly securing the Bonds are “special revenues” as defined in Bankruptcy Code section
902(2).
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1029. The HTA Allocable Revenues are not “special revenues” as defined in
Bankruptcy Code section 902(2).
1030. None of the Bonds allegedly held by BNYM, as Fiscal Agent, are secured by a
security interest against any “special revenues.”
1031. The Oversight Board is entitled to judgment disallowing the 1968 Bond Master
Proof of Claim asserting the Bonds BNYM allegedly holds, as Fiscal Agent, are secured against
“special revenues” as defined in Bankruptcy Code section 902(2).
COUNT CLXXIX
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM OF
OWNERSHIP IN HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
1032. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1033. The 1968 Bond Master Proof of Claim asserts the HTA Allocable Revenues are
owned by the Bondholders.
1034. None of the HTA Allocable Revenue Statutes or HTA Bond Materials provide
Defendants an ownership interest in HTA Allocable Revenues possessed by the Commonwealth,
including under any trust or agency theory.
1035. Plaintiff is entitled to judgment disallowing claims to an ownership interest
asserted in the 1968 Bond Master Proof of Claim, including an ownership interest based on trust
or agency theories.
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COUNT CLXXX
1968 BONDS: JUDGMENT DISALLOWING 1968 BOND MASTER PROOF OF CLAIM
FOR BREACH OF THE HTA NON-IMPAIRMENT PROVISION
(11 U.S.C. § 502)
1036. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs [ ] – [ ], as if fully set forth herein.
1037. The 1968 Bond Master Proof of Claim asserts the Commonwealth’s retention of
the HTA Allocable Revenues constitutes a breach of the HTA Non-Impairment Provision.
1038. The Commonwealth has not breached the HTA Non-Impairment Provision
because it has not limited or altered any rights conferred to HTA. The Commonwealth never
repealed or amended the Enabling Act, or passed any legislation that conflicts with the powers
granted to HTA.
1039. The Commonwealth’s retention of the HTA Allocable Revenues does not limit or
alter HTA’s rights to the HTA Allocable Revenues as such rights were always conditional and
subject to Section 8 Article VI of the Commonwealth Constitution.
1040. The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the
fiscal plans and budgets certified by the Oversight Board is a result of PROMESA’s preemption
of the Enabling Act’s conditional appropriation of the HTA Allocable Revenues.
1041. Plaintiff is entitled to judgment disallowing the 1968 Bond Master Proof of Claim
because there has been no breach of the HTA Non-Impairment Provision.
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OBJECTIONS TO 1998 BOND MASTER PROOF OF CLAIM
COUNT CLXXXI
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
BECAUSE BNYM, AS FISCAL AGENT, LACKS STANDING TO ASSERT A CLAIM
AGAINST THE COMMONWEALTH AS TO THE BONDS
(11 U.S.C. §§ 501, 502)
1042. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1043. The 1998 Bond Master Proof of Claim must be disallowed because BNYM, as
Fiscal Agent, does not have any “right to payment” from the Commonwealth, or any interest in
any right to payment, and therefore does not have or possess an allowable claim against the
Commonwealth under the Bankruptcy Code or Commonwealth law. Without an enforceable
obligation against the Commonwealth as to the HTA Allocable Revenues, BNYM, as Fiscal
Agent, does not have standing to assert a claim against the Commonwealth.
1044. Further, BNYM, as Fiscal Agent, lacks derivative standing to assert any claims
against the Commonwealth for its retention of the HTA Allocable Revenues.
1045. Plaintiff is entitled to judgment disallowing the 1998 Bond Master Proof of Claim
in its entirety, as BNYM, as Fiscal Agent, does not have standing to assert a claim against the
Commonwealth because it lacks any interest in an enforceable obligation from the
Commonwealth, a corresponding right to payment, and a claim as defined by Bankruptcy Code
section 101(5).
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COUNT CLXXXII
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
PREDICATED ON UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES
BECAUSE SUCH RETENTION WAS AUTHORIZED BY ARTICLE VI, SECTION 8 OF
THE COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
1046. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1047. The 1998 Bond Master Proof of Claim asserts a claim against the Commonwealth
based on the Commonwealth’s retention of the HTA Allocable Revenues pursuant to
Commonwealth law.
1048. The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the
Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of Article VI, Section 8 of the Commonwealth Constitution, and pursuant to the HTA
Allocable Revenue Statutes, which provide the HTA Allocable Revenues are “available
resources” of the Commonwealth.
1049. The obligation of the Commonwealth, if any, to appropriate the HTA Allocable
Revenues to HTA, as well as all other obligations related to the Bonds, were subject to Article
VI, Section 8 of the Commonwealth Constitution.
1050. Plaintiff is entitled to judgment disallowing the 1998 Bond Master Proof of Claim
because the Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was
authorized by Article VI, Section 8 of the Commonwealth Constitution.
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COUNT CLXXXIII
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
PREDICATED ON UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES
BECAUSE THE HTA ALLOCABLE REVENUE STATUTES WERE PREEMPTED BY
PROMESA
(48 U.S.C. §§ 2103, 2141, 2142; 11 U.S.C. § 502)
1051. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1052. The 1998 Bond Master Proof of Claim asserts a claim against the Commonwealth
based on the Commonwealth’s retention of the HTA Allocable Revenues pursuant to
Commonwealth law.
1053. The Commonwealth’s retention of the HTA Allocable Revenues following the
passage of PROMESA does not give rise to a claim against the Commonwealth because the
statutes creating an obligation of the Commonwealth to appropriate and transfer the HTA
Allocable Revenues were preempted by PROMESA. Appropriations under Commonwealth law
were inconsistent with PROMESA’s provisions granting the Oversight Board complete power
over fiscal plans and budget appropriations
1054. Plaintiff is entitled to judgment disallowing the 1998 Bond Master Proof of Claim
because the Commonwealth’s obligation to appropriate and transfer the HTA Allocable
Revenues was preempted.
COUNT CLXXXIV
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
PREDICATED ON UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES
FOR BREACH OF CONTRACT
(11 U.S.C. § 502)
1055. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
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1056. The 1998 Bond Master Proof of Claim asserts a breach of contract claim against
the Commonwealth based on the Commonwealth’s retention of the HTA Allocable Revenues.
1057. The Commonwealth is not liable for any breach of contract to BNYM, as Fiscal
Agent. The Commonwealth is not a party to any contract with BNYM (including the HTA Bond
Materials), as Fiscal Agent. The Commonwealth does not owe any contractual obligations to or
enforceable by BNYM, as Fiscal Agent, regarding payment on the Bonds.
1058. Plaintiff is entitled to judgment disallowing the 1998 Bond Master Proof of Claim
because the Commonwealth’s retention of the HTA Allocable Revenues did not constitute a
breach of a Commonwealth contract.
COUNT CLXXXV
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
PREDICATED ON UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES
FOR COMMON LAW TORT CLAIMS
(11 U.S.C. § 502)
1059. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1060. The 1998 Bond Master Proof of Claim asserts various tort-based claims—
including tortious interference with contract, conversion, fraud, fraudulent inducement,
fraudulent conveyance, misrepresentation, unjust enrichment, equitable or constructive trust,
equitable subordination, breach of contract, indemnification, reimbursement, and contribution—
which all purportedly arise out of the Commonwealth’s retention of the HTA Allocable
Revenues.
1061. The Commonwealth’s retention of the HTA Allocable Revenues was lawful under
pre-PROMESA laws and PROMESA, and the Commonwealth is not liable to BNYM, as Fiscal
Agent, for any tort claims under any theory.
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1062. The 1998 Bond Master Proof of Claim’s conversion claim fails because
(i) BNYM, as Fiscal Agent, does not have a security interest against any Commonwealth funds
and any HTA funds beyond moneys actually received by HTA from the Commonwealth and
deposited in the 1998 Sinking Funds and the 1998 Resolution Funds, (ii) the Commonwealth’s
retention of HTA Allocable Revenues not appropriated and transferred to HTA prior to the
passage of PROMESA was proper under the Pre-PROMESA Retention Actions, (iii) the
Bondholders do not have any other property interest in the HTA Allocable Revenues, and (iv) the
Commonwealth’s retention of HTA Allocable Revenues not appropriated and transferred to
HTA after the enactment of PROMESA was proper because the HTA Allocable Revenue
Statutes were preempted.
1063. The 1998 Bond Master Proof of Claim’s tortious interference with contract claim
fails because (i) from the enactment of PROMESA the Commonwealth acted properly and
lawfully in authorizing the retention of the HTA Allocable Revenues due to preemption of the
HTA Allocable Revenue Statutes, and (ii) before enactment of PROMESA there was no breach
of contract with respect to any alleged failure to make payment on the Bonds because payments
were subject to Article VI, Section 8 and Article II, Sections 18 and 19 of the Commonwealth
Constitution.
1064. The 1998 Bond Master Proof of Claim’s claims of tortious interference with
contract, conversion, fraud, fraudulent inducement, fraudulent conveyance, misrepresentation,
unjust enrichment, equitable or constructive trust, equitable subordination, breach of contract,
indemnification, reimbursement, and contribution fail because (i) they are not alleged with
specificity, (ii) the Commonwealth did not make any material misstatements of fact, (iii) the
Commonwealth did not engage in any fraudulent conduct, and (iv) the required elements of such
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fraud-based claims are not alleged. Statements made in the HTA Bond Materials were truthful
when made. The 1998 Bond Master Proof of Claim also fails to allege any facts regarding the
required elements of fraudulent conveyance, including, without limitation, (i) the date, amount,
transferor and transferee of any purported fraudulent conveyance, (ii) whether the transferor was
solvent, (iii) whether the transferor received reasonably equivalent value, (iv) whether the
transferor acted with actual intent to hinder, delay or defraud creditors, and (v) whether the
transferor acted in good faith.
1065. The 1998 Bond Master Proof of Claim’s claims of tortious interference with
contract, conversion, fraud, fraudulent inducement, fraudulent conveyance, misrepresentation,
unjust enrichment, equitable or constructive trust, equitable subordination, breach of contract,
indemnification, reimbursement, and contribution also fail because the HTA Allocable Revenue
Statutes are legislative pronouncements and do not constitute statements of fact for purposes of a
fraud claim or a misrepresentation claim.
1066. Plaintiff is entitled to judgment disallowing the 1998 Bond Master Proof of Claim
because the Commonwealth’s retention of the HTA Allocable Revenues did not constitute
tortious interference with contract, conversion, fraud, fraudulent inducement, fraudulent
conveyance, misrepresentation, unjust enrichment, equitable or constructive trust, equitable
subordination, breach of contract, indemnification, reimbursement, or contribution.
COUNT CLXXXVI
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
PREDICATED ON UNLAWFUL RETENTION OF THE HTA ALLOCABLE REVENUES
BECAUSE SUCH RETENTION WAS AUTHORIZED BY ARTICLE II, SECTIONS 18 AND
19 OF THE COMMONWEALTH CONSTITUTION
(11 U.S.C. § 502)
1067. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
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1068. The 1998 Bond Master Proof of Claim asserts a claim against the Commonwealth
based on the Commonwealth’s retention of the HTA Allocable Revenues pursuant to
Commonwealth law.
1069. The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the
Pre-PROMESA Retention Actions does not give rise to a claim against the Commonwealth by
operation of the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of the
Commonwealth Constitution.
1070. Plaintiff is entitled to judgment disallowing the 1998 Bond Master Proof of Claim
because the Commonwealth’s retention of the HTA Allocable Revenues prior to PROMESA was
authorized by the Commonwealth’s police powers as stated in Article II, Sections 18 and 19 of
the Commonwealth Constitution.
1071. To the extent BNYM, as Fiscal Agent, has an allowable claim for such retention,
the claim is a prepetition general unsecured claim and all assertions of priority and/or secured
status should be disallowed.
COUNT CLXXXVII
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
PREDICATED ON CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS BECAUSE NO CONTRACT WAS
IMPAIRED
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
1072. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1073. BNYM, as Fiscal Agent, alleges the Commonwealth’s retention of the HTA
Allocable Revenues violates the Contracts Clause, and asserts a claim against the
Commonwealth as a result of the alleged violations.
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1074. The Commonwealth’s retention of the HTA Allocable Revenues did not violate
the Contracts Clause because the Commonwealth was authorized to retain them under
Commonwealth and federal law, and no contractual right of BNYM’s was impaired, as Fiscal
Agent.
1075. Any legislation enacted by the Commonwealth to support retention of the HTA
Allocable Revenues did not originate the Commonwealth’s power to retain the revenues. The
legislation carried out the Commonwealth’s preexisting rights and duties to retain the HTA
Allocable Revenues.
1076. Plaintiff is entitled to judgment disallowing the 1998 Bond Master Proof of Claim
because there has been no impairment of BNYM’s contractual rights, as Fiscal Agent. In the
alternative, Plaintiff is entitled to a judgment declaring any valid claim held by BNYM, as Fiscal
Agent, based on the Contracts Clause is a prepetition unsecured claim that is dischargeable.
COUNT CLXXXVIII
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
PREDICATED ON CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS BECAUSE NO LEGISLATION
CREATED AN IMPAIRMENT
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
1077. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1078. BNYM, as Fiscal Agent, alleges the Commonwealth’s retention of the HTA
Allocable Revenues violates the Contracts Clause, and asserts a claim against the
Commonwealth as a result of the alleged violations.
1079. The Commonwealth’s retention of the HTA Allocable Revenues did not violate
the Contracts Clause because no Commonwealth legislation was passed that impaired BNYM’s
contract rights, as Fiscal Agent, if any.
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1080. Plaintiff is entitled to judgment disallowing the 1998 Bond Master Proof of Claim
because there is no Commonwealth legislation that impaired BNYM’s contract rights, as Fiscal
Agent, if any. In the alternative, Plaintiff is entitled to a judgment declaring any valid claim held
by BNYM, as Fiscal Agent, based on the Contracts Clause is a prepetition, unsecured,
dischargeable claim.
COUNT CLXXXIX
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
PREDICATED ON CLAIMS OF VIOLATIONS OF THE CONTRACTS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS BECAUSE THE COMMONWEALTH’S
RETENTION OF THE HTA ALLOCABLE REVENUES WAS DUE TO PROMESA, NOT
LEGISLATION
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
1081. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1082. BNYM, as Fiscal Agent, alleges the Commonwealth’s retention of the HTA
Allocable Revenues violates the Contracts Clause, and asserts a claim against the
Commonwealth as a result of the alleged violations.
1083. The Commonwealth’s retention of the HTA Allocable Revenues did not violate
the Contracts Clause because the Commonwealth’s retention of the HTA Allocable Revenues
was due to PROMESA and not legislation.
1084. Plaintiff is entitled to judgment disallowing the 1998 Bond Master Proof of Claim
because the Commonwealth’s retention of the HTA Allocable Revenues was due to PROMESA
and not legislation. In the alternative, Plaintiff is entitled to a judgment declaring any valid claim
held by BNYM, as Fiscal Agent, based on the Contracts Clause is a prepetition, unsecured,
dischargeable claim.
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COUNT CXC
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
PREDICATED ON VIOLATIONS OF THE TAKINGS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS BECAUSE BNYM, AS FISCAL AGENT,
DOES NOT HOLD A PROPERTY INTEREST
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
1085. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1086. BNYM, as Fiscal Agent, asserts the Commonwealth’s lawful retention of HTA
Allocable Revenues constitutes a taking.
1087. The Commonwealth’s retention of the HTA Allocable Revenues does not
constitute a taking because BNYM, as Fiscal Agent, has no property interest in the HTA
Allocable Revenues.
1088. Plaintiff is entitled to judgment disallowing the 1998 Bond Master Proof of Claim
because BNYM, as Fiscal Agent, has no property interest in the HTA Allocable Revenues and
therefore cannot assert a takings claim. In the alternative, Plaintiff is entitled to a judgment
declaring any valid claim held by BNYM, as Fiscal Agent, based on the Takings Clause is a
prepetition unsecured, dischargeable claim.
COUNT CXCI
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
PREDICATED ON VIOLATIONS OF THE TAKINGS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS BECAUSE BNYM, AS FISCAL AGENT,
HAD A REASONABLE EXPECTATION THE COMMONWEALTH WOULD RETAIN THE
HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
1089. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
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1090. BNYM, as Fiscal Agent, asserts the Commonwealth’s lawful retention of HTA
Allocable Revenues constitutes a taking.
1091. The Commonwealth’s retention of the HTA Allocable Revenues does not
constitute an impermissible taking because such retention did not interfere with BNYM’s
reasonable expectations, as Fiscal Agent.
1092. BNYM, as Fiscal Agent, knew or should have known, pursuant to Article VI,
Section 8 and Article II, Sections 18 and 19 of the Commonwealth Constitution, the HTA
Allocable Revenue Statutes, and the HTA Bond Materials, that the HTA Allocable Revenues
were subject to the Commonwealth’s retention.
1093. Plaintiff is entitled to judgment disallowing the 1998 Bond Master Proof of Claim
because the Commonwealth’s retention of the HTA Allocable Revenues did not interfere with
BNYM’s reasonable expectations, as Fiscal Agent, regarding the HTA Allocable Revenues. In
the alternative, Plaintiff is entitled to a judgment declaring any valid claim held by BNYM, as
Fiscal Agent, based on the Takings Clause is a prepetition unsecured, dischargeable claim.
COUNT CXCII
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
PREDICATED ON CLAIMS OF VIOLATIONS OF THE DUE PROCESS CLAUSE OF THE
COMMONWEALTH AND U.S. CONSTITUTIONS
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
1094. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1095. BNYM, as Fiscal Agent, alleges the Commonwealth’s retention of HTA
Allocable Revenues constitutes a violation of the Due Process Clause, and asserts a claim against
the Commonwealth as a result of the alleged violation.
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1096. BNYM, as Fiscal Agent, filed a proof of claim pursuant to a court-supervised
process in which it can receive a distribution based on any allowed claim in due course pursuant
to a confirmed plan of adjustment.
1097. The 1998 Bond Master Proof of Claim does not assert any additional basis on
which the Commonwealth’s retention of HTA Allocable Revenues constitutes a violation of the
Due Process Clause separate from its Takings Clause claim.
1098. Because the 1998 Bond Master Proof of Claim does not assert any independent
basis for its Due Process claim beyond the basis for its Takings Clause claim, BNYM’s Due
Process claim should be disallowed because it has no property rights in the HTA Allocable
Revenues retained by the Commonwealth.
1099. Plaintiff is entitled to judgment disallowing the 1998 Bond Master Proof of Claim
because the Commonwealth’s retention of the HTA Allocable Revenues did not violate the Due
Process Clause.
COUNT CXCIII
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
BASED ON PROMESA SECTION 407
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. §§ 2161, 2195; 11 U.S.C. § 502)
1100. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1101. The 1998 Bond Master Proof of Claim asserts claims under PROMESA section
407(a).
1102. BNYM, as Fiscal Agent, does not have a claim under PROMESA section 407(a)
because the HTA Allocable Revenues were not property of any territorial instrumentality
transferred in violation of applicable law, nor does BNYM, as Fiscal Agent, have any security
interest against the HTA Allocable Revenues.
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BNYM, as Fiscal Agent, also does not have standing to assert a claim—if a valid

claim existed—under PROMESA section 407(a), because only HTA has a claim for the
transferred property against the transferee.
1104. Plaintiff is entitled to judgment disallowing the 1998 Bond Master Proof of Claim
based on PROMESA section 407(a).
COUNT CXCIV
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
FOR POSTPETITION INTEREST AND OTHER POSTPETITION COSTS PURSUANT TO
BANKRUPTCY CODE SECTION 502(b)(2)
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
1105. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1106. The 1998 Bond Master Proof of Claim asserts claims for postpetition interest and
other postpetition costs.
1107. Pursuant to Bankruptcy Code section 502(b), BNYM’s claims, as Fiscal Agent,
for postpetition interest must be disallowed.
1108. Pursuant to section 506, BNYM’s claims, as Fiscal Agent, for costs and expenses
must be disallowed to the extent not provided for by the 1998 Resolution, 1998 Resolution or
other applicable agreement, and to the extent provided for, must be allowed as prepetition
general unsecured claims to the extent its collateral value does not exceed all unpaid principal
and interest on the bonds it owns.

198

Case:20-00005-LTS Doc#:1 Filed:01/16/20 Entered:01/16/20 18:09:06
Document Page 199 of 206

Desc: Main

COUNT CXCV
1998 BONDS: JUDGMENT DISALLOWING BNYM’S SECURED CLAIM, AS FISCAL
AGENT
(11 U.S.C. § 502)
1109. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1110. BNYM, as Fiscal Agent, has no valid secured claim against the Commonwealth
as it was neither granted any security interest nor holds any statutory liens against any property
in which the Commonwealth has an interest, nor has BNYM, as Fiscal Agent, perfected any
alleged security interest if any, as against the Commonwealth.
1111. Plaintiff is entitled to judgment disallowing BNYM’s claim that BNYM, as Fiscal
Agent, possesses a secured claim against the HTA Allocable Revenues.
COUNT CXCVI
1998 BONDS: JUDGMENT DISALLOWING AND AVOIDING 1998 BOND MASTER
PROOF OF CLAIM ASSERTING PERFECTED SECURITY INTERESTS PURSUANT TO
BANKRUPTCY CODE SECTION 502(d)
(48 U.S.C. § 2161; 11 U.S.C. §§ 502, 544)
1112. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1113. The 1998 Bond Master Proof of Claim asserts the Bonds it holds are secured by a
perfected security interest against the HTA Allocable Revenues held by the Commonwealth.
1114. BNYM, as Fiscal Agent, does not have control over any deposit accounts,
including the 1998 Sinking Funds or the 1998 Resolution Funds, or in any other funds held by
the Commonwealth.
1115. No financing statements were filed against the Commonwealth regarding the
Bonds.
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1116. Plaintiff is entitled to judgment disallowing BNYM’s claim, as Fiscal Agent, for a
perfected security interest against the Bonds as against the Commonwealth.
COUNT CXCVII
1998 BONDS: JUDGMENT DISALLOWING BNYM’S PRIORITY CLAIM, AS FISCAL
AGENT
(48 U.S.C. §§ 2103, 2161; 11 U.S.C. § 502)
1117. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1118. The 1998 Bond Master Proof of Claim asserts amounts due to BNYM, as Fiscal
Agent, are entitled to priority over other unsecured claims.
1119. BNYM, as Fiscal Agent, does not have a priority claim under Commonwealth
law. Moreover, even if BNYM, as Fiscal Agent, had a priority under Commonwealth law (not
based on a lien), such a priority is not recognized in PROMESA Title III.
1120. BNYM, as Fiscal Agent, does not have an administrative expense claim pursuant
to PROMESA section 507. None of BNYM’s claims, as Fiscal Agent, are for the actual and
necessary expenses of preserving the Commonwealth’s property for purposes of Bankruptcy
Code sections 507(a)(2) and 503(b).
1121. Plaintiff is entitled to judgment disallowing all priorities asserted for the 1998
Bond Master Proof of Claim.
COUNT CXCVIII
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM TO
A SECURITY INTEREST AGAINST REVENUES COLLECTED POSTPETITION AND/OR
RIGHTS TO RECEIVE REVENUES ARISING POSTPETITION PURSUANT TO
BANKRUPTCY CODE SECTION 552
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. §§ 502, 552)
1122. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
200

Case:20-00005-LTS Doc#:1 Filed:01/16/20 Entered:01/16/20 18:09:06
Document Page 201 of 206

Desc: Main

1123. The 1998 Bond Master Proof of Claim asserts HTA Allocable Revenues collected
postpetition are subject to BNYM’s purported security interest, as Fiscal Agent.
1124. BNYM, as Fiscal Agent, does not have a valid or perfected security interest
against the HTA Allocable Revenues. Even if it did, such security interest would not attach to
moneys collected postpetition.
1125. Plaintiff is entitled to judgment disallowing the 1998 Bond Master Proof of Claim
regarding its purported security interest against any and all postpetition HTA Allocable
Revenues retained by the Commonwealth.
COUNT CXCIX
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
ASSERTING BONDS ARE SECURED AGAINST SPECIAL REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 902)
1126. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1127. The 1998 Bond Master Proof of Claim asserts all HTA Allocable Revenues
allegedly securing the Bonds are “special revenues” as defined in Bankruptcy Code section
902(2).
1128. The HTA Allocable Revenues are not “special revenues” as defined in
Bankruptcy Code section 902(2).
1129. None of the Bonds allegedly held by BNYM, as Fiscal Agent, are secured by a
security interest against any “special revenues.”
1130. The Oversight Board is entitled to judgment disallowing the 1998 Bond Master
Proof of Claim asserting the Bonds BNYM allegedly holds, as Fiscal Agent, are secured against
“special revenues” as defined in Bankruptcy Code section 902(2).
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COUNT CC
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM OF
OWNERSHIP IN HTA ALLOCABLE REVENUES
(28 U.S.C. §§ 2201, 2202; 48 U.S.C. § 2161; 11 U.S.C. § 502)
1131. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1132. The 1998 Bond Master Proof of Claim asserts the HTA Allocable Revenues are
owned by the Bondholders.
1133. None of the HTA Allocable Revenue Statutes or HTA Bond Materials provide
Defendants an ownership interest in HTA Allocable Revenues possessed by the Commonwealth,
including under any trust or agency theory.
1134. Plaintiff is entitled to judgment disallowing claims to an ownership interest
asserted in the 1998 Bond Master Proof of Claim, including an ownership interest based on trust
or agency theories.
COUNT CCI
1998 BONDS: JUDGMENT DISALLOWING 1998 BOND MASTER PROOF OF CLAIM
FOR BREACH OF THE HTA NON-IMPAIRMENT PROVISION
(11 U.S.C. § 502)
1135. Plaintiff repeats and incorporates by reference each allegation contained in
paragraphs 1-192, as if fully set forth herein.
1136. The 1998 Bond Master Proof of Claim asserts the Commonwealth’s retention of
the HTA Allocable Revenues constitutes a breach of the HTA Non-Impairment Provision.
1137. The Commonwealth has not breached the HTA Non-Impairment Provision
because it has not limited or altered any rights conferred to HTA. The Commonwealth never
repealed or amended the Enabling Act, or passed any legislation that conflicts with the powers
granted to HTA.
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1138. The Commonwealth’s retention of the HTA Allocable Revenues does not limit or
alter HTA’s rights to the HTA Allocable Revenues as such rights were always conditional and
subject to Section 8 Article VI of the Commonwealth Constitution.
1139. The Commonwealth’s retention of the HTA Allocable Revenues pursuant to the
fiscal plans and budgets certified by the Oversight Board is a result of PROMESA’s preemption
of the Enabling Act’s conditional appropriation of the HTA Allocable Revenues.
1140. Plaintiff is entitled to judgment disallowing the 1998 Bond Master Proof of Claim
because there has been no breach of the HTA Non-Impairment Provision.
PRAYER FOR RELIEF
WHEREFORE Plaintiff prays that judgment be entered in its favor and against
Defendants, and each of them, as follows:
A.

Disallowing each and every one of Defendants’ Proofs of Claim regarding the

bonds other than the Fiscal Agents’ Master Proofs of Claim as duplicative of the Fiscal Agent’s
Master Proofs of Claim;
B.

Disallowing each and every one of Defendants’ Proofs of Claim as Defendants

lack standing to assert claims against the Commonwealth with respect to the Bonds;
C.

Disallowing each and every one of Defendants’ Proofs of Claim asserting

subrogation rights exceeding the amount paid by Defendants to Bondholders or otherwise
subordinating Defendants’ Proofs of Claim to the claims of Bondholders pursuant to Bankruptcy
Code section 509(c);
D.

Disallowing each and every one of Defendants’ Proofs of Claim asserting claims

against the Commonwealth based on retention of the HTA Allocable Revenues;
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Disallowing each and every one of Defendants’ Proofs of Claim asserting claims

against the Commonwealth predicated on the Contracts Clause of the Commonwealth and U.S.
Constitutions;
F.

Disallowing each and every one of Defendants’ Proofs of Claim asserting claims

against the Commonwealth predicated on the Takings Clause of the Commonwealth and U.S.
Constitutions;
G.

Disallowing each and every one of Defendants’ Proofs of Claim asserting claims

against the Commonwealth predicated on the Due Process Clause of the Commonwealth and
U.S. Constitutions;
H.

Disallowing each and every one of Defendants’ Proofs of Claim asserting claims

against the Commonwealth pursuant to PROMESA section 407(a);
I.

Disallowing each and every one of Defendants’ Proofs of Claim asserting claims

for postpetition interest and other postpetition costs pursuant to Bankruptcy Code section
502(b)(2);
J.

Disallowing each and every one of Defendants’ Proofs of Claim asserting secured

claims against the Commonwealth related to the HTA Allocable Revenues;
K.

Disallowing each and every one of Defendants’ Proofs of Claim asserting

perfected security interests against the Commonwealth pursuant to Bankruptcy Code section
502(d);
L.

Disallowing each and every one of Defendants’ Proofs of Claim asserting priority

claims against the Commonwealth related to the HTA Allocable Revenues;
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Disallowing each and every one of Defendants’ Proofs of Claim asserting a

security interest against the Commonwealth based on revenues collected postpetition and/or
rights to receive revenues arising postpetition pursuant to Bankruptcy Code section 552;
N.

Disallowing each and every one of Defendants’ Proofs of Claim asserting Bonds

are secured against “special revenues” as defined in Bankruptcy Code section 902(b);
O.

Disallowing each and every one of Defendants’ Proofs of Claim regarding the

Bonds asserting an ownership interest in the HTA Allocable Revenues;
P.

Disallowing each and every one of Defendants’ Proofs of Claim asserting a

breach of the HTA Non-Impairment Provision; and
Q.

Granting such other and further relief as the Court deems just and proper.
[Remainder of page intentionally left blank]
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Respectfully submitted,

/s/ Hermann D. Bauer
Hermann D. Bauer
USDC No. 215205
O’NEILL & BORGES LLC
250 Muñoz Rivera Ave., Suite 800
San Juan, PR 00918-1813
Tel: (787) 764-8181
Fax: (787) 753-8944
Email: hermann.bauer@oneillborges.com
/s/ Martin J. Bienenstock
Martin J. Bienenstock
Jeffrey Levitan
Timothy W. Mungovan
Ehud Barak
(Admitted Pro Hac Vice)
PROSKAUER ROSE LLP
Eleven Times Square
New York, NY 10036
Tel: (212) 969-3000
Fax: (212) 969-2900
Email: mbienenstock@proskauer.com
jlevitan@proskauer.com
tmungovan@proskauer.com
ebarak@proskauer.com
Michael A. Firestein
Lary Alan Rappaport
(Admitted Pro Hac Vice)
PROSKAUER ROSE LLP
2029 Century Park East
Suite 2400
Los Angeles, CA 90067-3010
Tel: (310) 557-2900
Fax: (310) 557-2193
Email: mfirestein@proskauer.com
lrappaport@proskauer.com
Attorneys for the Financial
Oversight and Management Board
as Representative of the Commonwealth
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SECURITY

AGREEMENT

This Security Agreement, dated as of February 7, 2002, is by and between the Puerto Rico
Highway and Transportation Authority (the "Debtor") and owners from time to time of the
Transportation Revenue Bonds of the Authority (the "Transportation Revenue Bonds") issued
pursuant to the provisions of the Authority's Resolution No. 98-06, adopted on February 26, 1998,
as amended (the "Resolution") and represented for purposes of this Security Agreement by JPMorgan
Chase Bank, as fiscal agent (the "Secured Party").
In order to provide security for the Debtor's payment of principal of, premium (if any) and
interest on its Transportation Revenue Bonds in accordance with their respective terms and the terms
of the Resolution, Debtor hereby grants to the Secured Party a security interest in the Puerto Rico
Highway and Transportation Authority Transportation Revenue Bonds Interest and Sinking Fund
(and all accounts therein) and Puerto Rico Highway and Transportation Authority Transportation
Revenue Fund (and all accounts therein), maintained under the Resolution, and all amounts required
to be on deposit therein by the terms of the Resolution, including all proceeds and all after-acquired
property, subject to application as permitted by the Resolution. Remedies for failure of the Debtor
to make timely payment of principal of, premium (if any) and interest on the Transportation Revenue
Bonds or failure of the Debtor to fulfill its other covenants contained in the Resolution for the benefit
of the owners of Transportation Revenue Bonds shall be as established by law.
The Authority should cause UCC-1 statements and continuation statements to be filed, as
appropriate, and the Secured Party shall not be responsible for any UCC filings.
IN WITNESS WHEREOF,

the parties hereto have set their hands as of the date above written.

PUERTO RICO HIGHWAY AND TRANSPORTATION

Name:
Title:
JPMORGAN CHASE BANK

By

Name:
Title:

PD/_(___l_

AUTHORITY
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GOBIERNO
DE PUERTO
RICO
DECLARACIONDE
FINANCIAMIENTO

S*Z*.,_*,_a:
O_ta,,*_,*.,.p:

FINANCINGSTATEMENT

Reg/sffztimnumbec

CO;'_/_i_';°_'-'C:.
' " ,.-_o

,_od.._._o:

Favordeaegulrcuidadosamente
IzsInstx_cdonesIndited,isat dotso dl est,tforma.
Pleasefollow Callfully the In._fmc_ons Indicatedon therJverJe side of this form.

02 FE_ - 7 F." 3:

_'O
i,J (_

| .....................................................

Ignado Alvarez
Pietrantoni M_ndez &Alvarez LLP
Banco Popular Center Suite 1901
209 Munoz Rivera Avenue
San Juan PR 00918
t...............................................................

j

I. NOMBRE DEL PRIMER DEUDOR I RRST DEBTOR'S NAME Cornplates61oun nornbre (a o b) l tnsert only one narne (e or H

Sufijol Su_x

b. Nornbrede la ended I Entity name
Puer_ Rico Hi_hwa_tand TransportationAuthod_

MinillasGovernmentCenter. Southrtuildin9
d. N0rmerode segurn social o patrenal I Social security or
tax-id number
66-0433808

San Juan

PR

00921

_ e. (Optional) Informaci6nadicionalsobre la entidad / (Optional) Additionalinforrnation about the entity

2. NOMBRE DE DEUDOR ADICIONAL I ADDITIONAL DEBTOR'S NAME Complete s6lo un nornbre(a o b) I Inse_fonly one name (a or b)

nerneaAP'd° e"nd'du°IInd
iB u°da "`°
us"a=I
esond`um rne °e' ornb n rne Se°un°oonmb e de°ama
b. Nombrede la entidad I Entry name

cOeoOn O. g,,re
ICu,a°CI.,o,el.
Oun C,OooPo
d. N0mero de segurosocialo patronalI Social_ecurfl 7 or
tax-id number

J e. (Optional) Informacibnadicionalsobrela entldad I (Optional) Additlonal information about the entity

1

3. NOMBRE DE ACREEDOR GARANTIZADO I SECURED PARTTS NAME Complete sblo un hombre(a o b)I Insed only one name (a or b)

b. Nombre de ts entidedI Entityname
J P Morgan ChaseBank, on behalf of the bondholdersof afi TransportationRevenue Bondsissuedpursuantto the provisionsof the PuertoRico Highway and TransportationAutho_/s
ResolutionNo. 98.06, adopted on Februar_ 26,1998, as amended (the "Resolution').

450 West 33" Street 15= Floor

New York

NY

10001.2697

4. ESTA DECLARACION DE FINANCIAMIENTO CUBRE I_ASSIGUIENTES CLASES O ARTICULOS DE PROPIEDAD:
THIS FINANCING STATEMENT COVERS THE FOLLOWING TYPES ORITEMS OF PROPERTY:
The Puerto RicoHighwayand TransportationAuthority (the °AuthoritT")has executedand dern,ered a certain SecuntyAgreement dated as of February 7, 2002 and hasgranted toJ P
MoKJanChase Bank,asfL'_calagentonderthe Authodty'sResoM_onNo. 98-06, adopted on February 26,1998, as amended (the'ResoMJon'), a secud_ interestin: (i) afi Revenu_(=.,s
defined in the Resolution)of the Authority,(ii) the Puerto Rico Highwaysand Transpodation AuthorityTransportationRevenue BondsInterest and SinI,J_ Fund, as such termis de,'_'_:d
in the Resolution(andall ao:ountstherein) maintained under theResolution, (i_i)the Puerto RicoHighways andTransportationAuthorityTransportationRevenue Fund, as suchte_,
defined in the Resolution(end allaocountStherein), maintained underthe Resolution,and (iv) all amountson depositand required tobe on deposit therein by the terms ofthe ResoL-cn.
including ellproceedsand all after-acquiredproperty,subjectto applicationas permitted bythe Resolution.

_I._RQU

E SI APLICAI CHECK IF APPUCABLE (Deaoiba la propleded en el ap_ndice I Desc.,dbethe real estate in the addendum)

6. RRMA(S) I SIGNATURE(S)
Primer deudo_I Fk'Stdebt_ _.,__

Deudor adidonal I Additional debtor

Femando E. Fagundo,ExeCb"_ Oire_"- /
7. NOTARIA (OPCIONAL) I NOTARY(_#TIONAL)

I

Acreedor garantizado I Secured party
I

/

Eo I In:

Fecha I Date: ....
NotarioP0bSco I Notary Pubh¢
....

39570.1

---_"=:'-_ "

Forma UCC-1-P_.(Rev.olcie/m/b_"

/ I
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DPR MODIFIED PROMESA B1040 (FORM 1040) (05/17)

PROMESA COVER SHEET
(Instructions on Reverse)

CASE NUMBER
(Court Use Only)

PLAINTIFFS (DEBTOR, if Title III Petition; DEFENDANTS

ISSUER, if Title VI Application)

Ada R. Valdivieso, et al.

ATTORNEYS (Firm Name, Address, and Telephone No.)

ATTORNEYS (If Known)

THE FINANCIAL OVERSIGHT AND MANAGEMENT BOARD
FOR PUERTO RICO, as representative of THE PUERTO
RICO HIGHWAYS AND TRANSPORTATION AUTHORITY

Proskauer Rose LLP, Eleven Times Square, New York, NY
10036. Tel. 212.969.3000; Luis F. del Valle-Emmanuelli; P.O.
Box 79897; Carolina, Puerto Rico 00984-9897.

PARTY (Check One Box Only)

PARTY (Check One Box Only)

✔ Debtor

 Creditor
 Trustee
 U.S. Trustee/Bankruptcy Admin
 Other

 Debtor
✔ Creditor

 Trustee
 U.S. Trustee/Bankruptcy Admin
 Other

CAUSE OF ACTION (WRITE A BRIEF STATEMENT OF CAUSE OF ACTION, INCLUDING ALL U.S. STATUTES INVOLVED)

28 U.S.C. §§ 2201, 2202, 11 U.S.C. § 502(a) (Declarations as to scope of HTA bondholder security interests); 48 U.S.C. § 2161, 11 U.S.C. §§ 544, 550, 551, 19
L.P.R.A. §§ 2214, 2262, 2264, 2267 (Judgments avoiding unperfected security interests); 48 U.S.C. § 2161, 19 L.P.R.A. §§ 2212(a)(52), 2267(a)(2) , 11 U.S.C. §
502(a) (Declarations as to priority of HTA's interest in funds); 48 U.S.C. §§ 2103, 2141, 2142, 2161, 28 U.S.C. §§ 2201, 2202, 11 U.S.C. § 502(a) (Declaration that any
right of HTA's to receive HTA Allocable Reveunes has been preempted by PROMESA); 28 U.S.C. §§ 2201, 2202, 48 U.S.C. § 2161, 11 U.S.C. §§ 502(a), 552
(Declaration that any such security interests have been cut off by 11 U.S.C. § 552(a) postpetition); 48 U.S.C. § 2161, 11 U.S.C. §§ 502(a) (Judgment disallowing
secured claims).

NATURE OF SUIT
 PROMESA Title III Petition  PROMESA Title VI Application for Approval of Modifications
✔
 Other Federal Question 
Adversary Proceeding  Demand $ __________
If Adversary Proceeding is checked, number up to five (5) boxes starting with lead cause of action as 1, first
alternative cause as 2, second alternative cause as 3, etc., below:
FRBP 7001(1) – Recovery of Money/Property
FRBP 7001(7) – Injunctive Relief
 11-Recovery of money/property - §542 turnover of
 71-Injunctive relief - imposition of stay
property
 72-Injunctive relief - other
 12-Recovery of money/property - §547 preference
 13-Recovery of money/property - §548 fraudulent
FRBP 7001(8) Subordination of Claim or Interest
transfer
 81-Subordination of claim or interest
✔

14-Recovery of money/property – other
FRBP 7001(9) Declaratory Judgment
✔
FRBP 7001(2) - Validity, Priority or Extent of Lien

91-Declaratory judgment
✔
 21-Validity, priority or extent of lien or other interest
FRBP 7001(10) Determination of Removed Action
in property
 01-Determination of removed claim or cause
FRBP 7001(5) – Revocation of Confirmation
Other
 51-Revocation of confirmation
 02-Other (e.g. other actions that would have been
brought in state court if unrelated to bankruptcy case)

TITLE III CASE IN WHICH THIS ADVERSARY PROCEEDING ARISES

NAME OF DEBTOR Financial Oversight and Management
Board for Puerto Rico as the representative of the Puerto Rico
Highways and Transportation Authority

DISTRICT IN WHICH CASE IS PENDING

United States District Court for the District of Puerto Rico

CASE NO.

17-BK-3567 (LTS)
DIVISION OFFICE

NAME OF JUDGE

Laura Taylor Swain

Case:20-00005-LTS Doc#:1-1 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit A Page 6 of 6

Desc:

DPR MODIFIED PROMESA B1040 (FORM 1040) (05/17)

PLAINTIFF

RELATED ADVERSARY PROCEEDING (IF ANY)
DEFENDANT

DISTRICT IN WHICH CASE IS PENDING

ADVERSARY
PROCEEDING NO.

DIVISION OFFICE

NAME OF JUDGE

SIGNATURE OF ATTORNEY (OR PLAINTIFF) s/ Luis F. del Valle-Emmanuelli
DATE
PRINT NAME OF ATTORNEY (OR PLAINTIFF)

5/20/2019

LUIS F. DEL VALLE-EMMANUELLI

THIS FORM IS TO BE USED EXCLUSIVELY FOR FILINGS RELATING TO THE PUERTO RICO OVERSIGHT MANAGEMENT AND ECONOMIC STABILITY
ACT (PROMESA). FOR ADMINISTRATION PURPOSES ONLY, THE PUBLIC DOCKETS FOR PROMESA PROCEEDINGS UNDER TITLE III AND
ADVERSARY PROCEEDINGS WILL BE MAINTAINED ON THE CASE MANAGEMENT/ELECTRONIC CASE FILING (CM/ECF) SYSTEM OF THE UNITED
STATES BANKRUPTCY COURT FOR THE DISTRICT OF PUERTO RICO. THESE CASES ARE UNDER THE JURISDICTION OF THE UNITED STATES
DISTRICT COURT FOR THE DISTRICT OF PUERTO RICO.
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UCC FINANCING STATEMENT
FOLLOW INSTRUCTIONS

I

A. NAME & PHONE OF CONTACT AT FILER (optional)
B. E-MAIL CONTACT AT FILER (optional)
C. SEND ACKNO'M..EDGMENTTO: (Name a.nd Addnlss)

I

L
1.

- -~ ~·· :"lrf"

_J

DEBTORS NAME.

~ - •·'I;:

7

Cadwalader, Wickersham & Taft LLP
Attention: Lary Stromfeld
One World Financial Center
New York, NY 10281

THE ABOVE SPACE IS FOR FILING OFFICE use ONLy

PIO'llde only 11111 Del)tor na'llo (1• or 1b) (uae-, run name: do not omit. modify. or -.i01e any pert of tl>o Oobtor's name); II any part of the Individual Oeblo(1
name wlll nQl~I In Uno 1b, leave all Cl hem 1 blank. meek here
and provide the lndMdual Dllltor ln!011118Uon In 119m 10 of the Financing StatementAddandum (Form UCC1Ad)

O

1a. ~GANIZATION'S NAME
OR

Puerto Rico Highway and Transportation Authority
1b. INDIVIOU.AL'S SURNAME

FIRST PERSONAL NAME

1c. ~WUNG .ADDRESS

.ADDfll:lNAL N.AME{S)/lNITI.AL{S)

CITY

COUNTRY

'POSTAL CODE
PR 00921

ST.ATE

Minillas Government Center, South Building San Juan

SUFFIX

USA

2. DEBTOR'S NAME: Provide only l!lll Del>IQr name (2a or 21>) (uae tlllllct. !\JI name: do no1 amll, modify, or 1btnvle1e «ti pa,t 01 the Dab10(s name): n any pelt ot Iha lndMCl181 Oeb10fa
name wRJ notftt In line 2b, leave all ol llom 2 blank, dleck hare
and provide tl\1 lnch1duol Doblcf lnfonnatlon In Item 10 or tl\o Financing Stotomen1 .Addendum (Form UCC1Ad)

D

2a. ORGANIZATION'S NAME

OR

2b. INDIVIDUAL'S SURNAME

2o. MAILING .AOORESS

3. SECURED PARTY'S NAME

FIRST PERSONAL NAME

.ADDITION.AL NAME(S)nNtTIAL(S)

SUFFIX

CITY

ST.ATE IPOST.ALCODE

COUNTRY

a, NAME of ASSIGNEE of ASSIGNOR SECURED PARTY

I

I
I

I

n<1mo ~ or lb

: Pro- orly 1111t1 Sea,red P

I
I
I

3a. CRGANlZ.ATION'S NAME

Holders of all Bonds issued under the 1968 Resolution (as defined below)
OR 3b. IHDMDU.AL'S SURNAME

FIRST PERSON.AL NAME

.ADDITION.AL N.AME(S)/lNITIAl.{5)

SUFFIX

3c. MAILING .ADDRESS

CITY

STATE

COUNTRY

One World Financial Center

New York

NY

•, COLLATERAL; Thia finantlng IIBlemenl COVIii 1118 foeoWlng eolllln:

POSTAl. CODE

10281

USA

Pursuant to that certain Resolution 69-18 adopted on June 13, 1968 (the "1968 Resolution"), all of the Debtor's right, title,
and Interest in and to "Revenues," which include, without limitation, (i) aU moneys received by the Debtor on account of
gasollne tax allocated to the Debtor by Act No. 75 of 1965; (il) tolls or charges Imposed by the Debtor for the use of any of the
Debtor's traffic facilities, Including, without limitation, (a) all highway, road, thoroughfare, speedway, bridge, and tunnel toU
facilities, and (b) all parking lots and 1imUar facllldes; (Iii) proceeds of any other taxes, fees, or charges which the Legislature
has allocated to the Debtor and for which the Debtor Is expressly authorized to pledge to the repayment of the Bonds; and
(Iv) funds and accounts pledged as security for Bonds and investment earnings therein. Capitalized terms used herein and
not otherwise defined herein will have the meanings gi,·en to sucl1 terms In the 1968 Resolution.

5. Ched< 21J!X K appllc:able and choci< il!!ll 0110 bwc Colaterol lo
&a. Chock l1nlx It appllcablo and cnock J!nlx one bor.
Public-flnanco TlWISlldlon

held Ir, a Trust (soo UCC11>.d, 11om 17 and lnstruc11on1)

"4onuf11ctured.ttoma Transacilcn

7 . .ALTERNATIVE DESIGNATION (ff eppl!ceble):

•

balng edmlnfs:el1td by a Oflcedont'a Personal RepreaontaU\19

6b. Chae)( .QID K applloabio BnCI choci< .lllllY. on• box:
.A Debl0111 a Transmitting

L..,ee11.-,,r

uumy

.Agria,llunJI Lien

Se!et/Buyer

D

Eolee/Bel1or

Non-UCC FUlng

I
I
I
I

I

LloetUae/l.lcen10,

8. OPTIONAL FILER REFERENCE DATA:

FILING OFFICE COPY- UCC FINANCING STATEMENT (Form UCC1) (Rav. 04120/11)

I

lntematlonal Association of Commercial Administrators CIACA\

I

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
1_

·l
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: ~ e I!<:. REGl§.!Ji.o..

Please type or laser-print thls fOfTTI. Be sure It Is completely leglble. Read and follow all Instructions, especially Instruction 1; u~ '° ' ~ t ' S , : : fE
for Ile Debtor Is crucial.
'f·1£Rcuv
FIii in form very carefully; mistakes may have Important legal consequences. Ifyou have questions, consult your attorney. TheJ.l,l lp Y,111Gv cannot give
•
legal advice.
'!•i T /
,1}I
Send completed form and any attachments to the filing office, with the required fee.
u:

6

ln

l/ 9

ITEM INSTRUCTIONS
A end 8. To asslst flllng of!loea that might wish to communicate with mer, flier may provide lnformatlon In Item A and Item B. These Items are optlonal.
C. Complete Item C If filer desires an acknowledgment sent to them. If fillng In a filing office that returns an acknowledgment copy furnished by flier,
present slmultaneously with this form the Acknowledgment Copy or a carbon or other copy of this form for use as an acknowledgment copy.
1.

Debtor's name. Carefully review applcable etatutOI'}' guidance aboot providing the debtor's name. Enter only one Debtor name In Item 1 either
an organization's name {1a) sir on Individual's name (1b). If any part of tho lndMdual Debtor's name wlll not fit In line 1b, check the box·lnltarrq,_
leave all of Item 1 blank, check the box In Item 9 of the Financing Statement Addendum (Form UCC1 Ad) end enter the Individual Debtor name In °'" .,... ,
Item 10 of the Financing Statement Addendum (Form UCC1Ad). Enter Debtor's cormct name. Do not abbreviate words that are not already
abbreviated In the Debtor's name. If a portion of the Debtor's neme consists of only an lnltlal or an abbrevlatton rather than a full word, enter only
the abbreviation or the Initial. If the colateral Is held In a trust and the Debtor name Is the name of the trust, enter trust name In the Organization's
Name box ln Item 1 a.

1a. Organtz.adon Debtor Name. "Organization Name' means the name of an entity that Is not a natural person. A sole proprietorship Is not an
organlzatlon, even If the individual proprietor does business under a trade name. If Debtor Is a registered organlzatlon (e.g., corporatton, llmltad
partnership, limited llablllty company), It la advisable to examine Debtor's current filed public organic records to determine Debtor's COIT8ct name.
Trade name Is Insufficient. If a corporate ending (e.g., corporation, limited partnership, limited llablllty company) Is pert of the Debtor's name, It must
be Included. Do not use words that are not part of the Debtor's name.
1b. Jndy1dyal Debtor Name. "Individual Nwne• means the name of a natural person; this Includes the name of an Individual doing business es e sole
Pf'Oprletorshlp, whether or not operating under a trade name. The term Includes the name of a decedent where collateral Is being administered by
a personal representative of the decedent. The tenn does not Include the name of an entity, even If It contains, as pert of the entity's name, lhe
name of an lndlvldual. Prefixes (e.g., Mr., Mrs., Ms.) and titles (e.g., M.D.) are generany not part of an Individual name. Indications of lineage (e.g.,
Jr., Sr., Ill) generally are not part of the lndlYldual's name, but may be entered In the Suffix boK. Enter lndlvldual Debtor's surname (family name)
In Individual's Surname box, nrst personal name In First Personal Name box, end all addltlonal names In Addltlonal Narne(a)llnltlal(e) box.
If a Debtor's name consists of only a single word, enter that word In lndlvldual's Surname box and leave other boxes blank.
For both organlz,atJon end lndlyjduaJ Debtors. Do not use Debtor's trade name, OBA, Af<.A, FKA, division name, etc. In place of or combined wtth
Debtor's correct name; flier may add such other names as addlllooal Debtors If desired (but this Is neither required nor recommended).
1c. Enter a malling addro63 for the Debtor named In Item 1a or 1b.
2.

Addltlonel Debtor's name. Ifan eddllonal Debtor Is Included, aimplete Item 2, detennlned and formatted per Instruction 1. For eddltlonal Debtors,
attach either Addendum (Fonn UCC1Ad) or Additional Party (Form UCC1AP) and follow lnst,uction 1 for determining and formatting addltlonal
names.

3.

Secured Party's namo. Enter name and malllng address for Secured Party or Assignee who will be the Secured Party of reoord. For additional
Secured Parties, attach either Addendum (Form UCC1Ad) or Addltlonal Party (Fonm UCC1AP). If there has been a full assignment of the lnltlal
Secured Party's right to be Secured Party of record before filing this form, either (1) enter Assignor Secured Party's name and maillng address In
Item 3 of this form and file an Amendment (Form UCC3) [see Item 5 of thst form]; or (2) enter Assignee's name and malling address In Item 3 of
this form and, If desired, also at.tach Addendum (Form UCC1Ad) giving Assignor Secured Party's name and malling address In Item 11.

4.

Collateral. Use Item 4 to Indicate the collateral covered by this financing statement If space In Item 4 Is Insufficient, continue the collateral
descrlpUon In Item 12 of tho Addendum (Form UCC1Ad) or attach additional page(s) and Incorporate by reference In Item 12 (e.g., See Exhibit A).
Do not Include social security numbers or other personally ldentlflabla Information.

Note: If this financing statement covers timber to be cut, cx,vers as-ilxlracied collateral, end/or Is filed as a fixture filing, attach Addendum (Fonn
UCC1Ad) and complete the required lnfonnatlon In Items 13, 14, 15, and 16.
5.

If collateral Is held In a trust or being administered by a decedent's personal representative, chock the appropriate box In Item 5. If more than one
Debtor ha15 an Interest In the described collateral and the check box does not apply to 1ho Interest of oil Dobtors, !ho flier should consider flllng a
separate Financing Statement (Form UCC1) for each Deblor.

ea. If this financing statement relates to a Publlc,.Flnance Transaction, Manufactured-Home Transaction, or a Debtor Is a Transmitting Utllity, check
the appropriate box In Item ea. If a Debtor Is a Transmitting Utility JIDd the lnlUal financing statement Is filod In connection with a Publlo-Flnance
Tmnsactlon or Manufactured-Horne Transaction, check Qll(y !hot a Debtor Is a Transmitting Utility.
6b. If this la an Agricultural. Lian (as defined In applicable state's enactment of the Unlform Commercial Code) or If this Is not a UCC securlty Interest
filing (e.g., a tax lien, Judgment lien, etc.), check the appropriate box In Item 6b and attach any other Items required under other law.
7.

Alternative DeslgnaUon. If filer desires (at filer's option) to use the deslgnatlons lessee end lessor, consignee and consignor, seller and buyer
(such as In the case of the sa.le of a payment Intangible, promissory note, account or chattel paper), ballee and ballor, or licensee and licensor
Instead of Debtor and Secured Party, check the appropriate box In Item 7.

8.

Optional Flier Reference Data. This Item Is opUonal and Is for filer's use only. For 111er's convenience of reference, filer may enter In Item 8 any
klenUfylng Information that flier may find useful. Do not Include social security numbers or other personally ldenUflable lnformaUon.
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UCC FINANCING STATEMENT
FOLLOW INSTRUCTIONS
A. NAME & PHONE OF CONTACT AT FILER (op!Jonal)
B. E-MAIL CONTACT AT FILER (optlonal)
C. SEND ACKNOWLEDGMENT TO: (Name and Address)

I
L

. ··-· -- ...
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Cadwalader, Wlckenbam & Taft LLP
Attention: La.r y Stromfeld
One World Financial Center
New York, NY 10281

_J
O

Puerto Rico Highway and Transportation Authority

1c. MAILING ADDRESS

FIRST PERSONAi. NAME

ADDITIONAi. NMIE(S)IINfTIAL(S)

Cm'

STATI:

Minillas Government Center, South Building San Juan

PR

I

SUFFIX

COUNTRY

POSTAi. CODE

00921

USA

2. DEBTOR'S NAME; Provide only QQl DIbt0< name (2• or 2b) (uae exact, lull name; do not emit. modify. or abbrll'Aate any p•n of the Debtor'• nemo); It eny part of lhl lndlvldu1I Oebto<'1
n1me wl11 not ftl In Wne 21>, lelve 111 c:/ Item 2 blenk, chock hen•

O and provide ll\8 ln<fv!du&I Deotor lnlonm&~on In Item 10 of the An'"1clng Sllllllmenl Addendum (Fom, UCC1Ad)

2a. OROANlZATION'S NAME
OR

2b. lNDM01JAL'8 SURNAME

2c. MAIUNG ADDRESS

FIRST PERSONAL NAME

AOOfTIONAL NAME(S )NNfTIAL(S)

Cm'

STATE

I

SUFFlX

COUNTRY

POSTAi. CODE

3. SECURED PARTY'S NAME (or "IAME of ASSIGNEE ol ASSIGNOR SECURED PARTY\: Provide onlv JlllO Secured Party name (3a or 3b)
3a. ORGANIZATION'S IWE
OR

Assured for the benefit of Holders of all Bonds under the 1968 Resolution (as defined below)
31>. INDIW>UAL'S SURHAAIE

3c. MAILING ADDRESS

31 W. 52nd St., #26

FIRST PERSONAL NAME

ADDITIONAi. NAME(S)IINfT IAL(S)

SUFFIX

CITY

STATE

COUNTRY

New York

NY

! POSTAi. C00E

10019

USA

4. COLLATERAL: Thlt lnlftClnlJ 1tatemenl covans tho lollowlng colaterel:

Pursuant to that certain Resolution 69-18 adopted on June 13, 1968 (tbe " 1968 Resoludoo"), au of the Debtor's right, title,
and lnte.ret1t lo and to "Revenues," which Include, without limitation, (I) all moneys received by the Debtor on account of
gasoline tax allocated to the Debtor by Act No. 75 of 1965; (II) tolls or charges imposed by the Debtor for the use of any of the
Debtor's traffic facJUties, includin&, without limitation, (a) all highway, road, thoroughfare, speedway, bridge, and tunnel toll
faclllties, and (b) all parking lots llDd sl.mllar facllltlcs; (ill) proceeds of nny other taxes, fee&, or charges which the Legislature
bas allocated to the Debtor and for which the Debtor is expressly authorl.zed to pledge to the repayment of the Bonds; and
(iv) funds and accounts pledged as security for Bonds and Investment earnings therein. "Assured" means Assured
Gu11ranty Corp. and Assured Municipal Corp. (formerly known as Financial Security Assurance Inc.). Capltal.lzcd terms
used her ein and not otherwise defined herein will have the mennlngs given to such terms In the 1968 Resolution.

6. Chod< .QOJy If I ppllcable and chock llDlt 0 1111 bOJ<: Coll•toral Is

hold In • TMI (soo UCC1Ad, llom 17 ond lnstructtono)

m noppllcable nnd <hook llllb! ono box:
ll] Publc-Ananca Tronuctlon
O Manulacturod-Home Trenoacilon
7. ALTERNATIVE DESIGNATION (tf applicable): 0 Lessee/I.....,,

6a. Chock

0

bolng admln1lorod by a Oacodonrs PorGOnol Raprosonlatlvo

Gb. Check

0

A Oob tl)( Is a TransmlttJng Utllity

ConslgneoiC<mlgflOf

Seller/Buyer

D

m tt •PPllcablo and chllci< m

Agricultural Uen

Balleo/811110<

ono b ox:

O Non..UCC Fllin g

UCC FINANCING STATEMENT (Form UCC1) (Rev. 04/20/11)

I
I
I
I
I
I
I
I
I
I
I

Ucen,ee/Ucensor

8. OPTIONAL FILER REFERENCE DATA:

FILING OFFICE COPY -

I
I

1a. ORGANIZATION'S NAME

1b. lNOMOUAI.'S SURNAME

I
I
I

THI! ABOVE SPACE rs FOR FILING OFFICE USE ONLY

1. DEB TOR'S NAME: Prov1do only IIOII Deb1or nome (1a or 1b) (uae """cl. IUI namo: do not om it. mOOify. o, ebbn,vlale 1ny part of tllt Oobtofs namet, Wany part ol the lndlvklual Dolllor's
name wlll not tit In l ne lb, leave anof Item 1 blank, check hero
end prov(de tho lndlvlwal 0eblor lnfonnatton In ltom 10 of the Anancing Statement Addo,.,,.,m (Fonn UCC1Ad)

OR

I

International Association of Commercial Administrators !IACA \

I
I

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
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Instructions for UCC Financing Statement [Form UCC1)
T
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REG1s·

Please type or laser-print this form. Be sure It Is completely legible. Read and follow all Instructions, especially lnstn.i'aion ~r\/si ~~
Rama
for the Debtor Is crucial.
C!M
FIR In form very carefully; mistakes may ha\le Important legal consequences. If you have questions, consult your atlom8!fJif:h~~lt)g /offi ce cannot give
legal advice.
• '! l ) . r
II
Send completed form and any attachments to the filing office, with the required fee.
• "t

6 AH I():

8

ITEM INSTRUCTIONS

A and 8. To assist filing offices that might wish to communicate with filer, Iller may provide lnfoonatlon In Item A and item B. These Items are optional.
C. Complete Item C If Iller desires an acknowledgment sent to them. If filing in a flllng office that renms an acknowledgment copy furnished by flier,
prasent slmultanoously with this form the Acknowledgment Copy ot a carbon or other copy of this form for use as an acknowledgment oopy.
1.

Debtor'• name. Carefully review applicable statutory guidance about providing the debtor's name. Enter oo(y one Qebtor name to Item 1- either
an organf;zatlon's name (1a).Q£ an lndlvldUQJ's name (1b). If any part of the lndlvlduel Debtor's name wl!I not flt In line 1b, check the box ln.ltall'.l, ! , .. ,
leave all of Item 1 blank, check the box In Item 9 of the Financing Statement Addend001 (Fonn UCC1Ad) and enter the lndMdual Debtor name in '
Item 10 of the Financing Statement Addendum (Form UCC1Ad). Enter Debtor's correg name. Do not abbreviate words that are not already
abbreviated In the Debtor's name. If a portion of the Debtor's name consists of only an lnitlal or an abbreviation rather than a full word, enter only
the abbreviaUon or the lnltlal. If the collateral Is held in a trust and the Debtor namo Is the name of the trust, onter trust name In the Organization's
Noma box In Item 1a.

1a. Organization Qabtor Name. ' Organization Name' means the name of an enUty that is not a natural person. A sole proprietorship Is not an
organlzaUon, even If the Individual proprietor does business under a trade name. If Debtor Is a registered organization (e.g., corporation, llmlted
partnership, limited llabllity company), It fs advisable to examine Debtor's cul1'8nt flied public organic records to detennlne Debtor's correct name.
Trade name ls Insufficient. If a corporate ending (e.g., corporation, limited partnership, limited llabllity company) Is part of the Debtor's name, It must
be Included. Do not use wort!s that are not part of the Debtor's name.

1b. lndlyjdual Debtor Name. 'lndlvldual Name" means the name of a natural person; this Includes the name of an Individual doing business as a sole
proprietorship, whether or not operating under a trade name. The tenn locludes the name of a decedent where collateral Is being administered by
a personal representaUvo of tho decedent. The term does not Include the name of an entity, even If It contains, as part of the entity's name, the
name of an Individual. Prefixes (e.g., Mr., Mrs., Ms.) and tJUes (e.g., M.D.) are generally not part of an Individual name. Indications ofllneage (e.g.,
Jr., Sr., Ill) generally are not part of the lndlvldual's name, but may be entered In the Suffix box. Enter Individual Debtor's surname (family name)
In Individual's Surname box. first personal name In First Personal Name box, and all addltlonal names In Addltlonal Name(s)llnitla~s) box.
tf a Debtor's name consists of only e single word, enter that word In lndividual"s Surname box and leave olhar boxes blank.
For both organjzatian and JndMdue1 Debtors. Do not use Debtor's trade name, OBA, AKA, FKA, division name, etc. In place of or combined with
Debtor's con-ect name: filer may add such other names as additlonal Debtors If desired (but !his la neither required nor recommended).
1c. Enter a mailing address for the Debtor named In Item 1a or 1b.
2.

Addltlonat Debtor'• name, If an additional Debtor Is lnduded, complete Item 2, datennlned and fonnatted per Instruction 1. For addltlonal Debtors,
attach either Addendum (Fonn UCC1Ad) or Addltlonal Party (Fonn UCC1AP) and foUow Instruction 1 for detennlnlng and formatting additional
names.

3.

Secured Party's name. Enter namo and malling address for Secured Party or Assignee who will be the Secured Party of record. For addltlonal
Secured Parties, attach either Addendum (Fonn UCC1Ad) or Additional Party (Fonn UCC1AP). If them has been a full assignment of the Initial
Secured Party's right to bo Secured Party of record before filing this form, either (1) enter Assignor Secured Party's name and mailing address in
Item 3 of this fonn and 111e an Amendment (Fonn UCC3) {see Item 5 of that form]; or (2) enter Asslgnee·s name and malUng address In Item 3 of
this fonn and, If desired, also attllch Addendum (Form UCC1Acl) giving Assignor Secured Party's name and malling address In Item 11.

4.

Collateral. Use Item 4 to indicate fle collateral covered by this finenclng statement. If space In Item -4 Is Insufficient, conUnue the collateral
description In Item 12 of the Addendum (Fenn UCC1Ad) or attach oddltional page(s) and Incorporate by reference in Item 12 (e.g., See Exhlbl A).
Do not Include social secut1ty numbers or other personally ldentlflable lnfonnatlon.

Note: If this financing statement covers timber to be cut. covers as-extracted collateral. and/or Is flied as a fixture filing, attach Addendum (Fonn
UCC1Ad) and complete the required lnformatlon In Items 13, 14, 15, and 16.

5.

If collateral Is hetd In a trust Of" being administered by a decedent's personal representative, check the appropriate box in item 5. If more than one
Debtor has on Interest in the described cotlatoral and the check box does not apply to the lntere&t of aM [)(lblors, the flier should consider fifing a
separate Flnancing Statement (Form UCC1) for each Debtor.

6a. If this financing statement relates to a Public-Finance Transaction, Manufactured-Home Transaction, or e Debtor is a Transmitting Utility, checil
the appropriate box In Item 6a. If a Debtor Is a Transmitting Utltlty and. the lnlUal financing statement Is flied In connectlon with a Public-Finance
Transaction or Manufactured-Home Transaction. checil ~ that a Debtor is a Transmitting UUllty.
6b. If this is an Agricultural Lien (as defined In appllcable state's enactment of the Uniform Commercial Code) or If this Is not a UCC security Interest
filing (e.g., a tax fien, judgment Hen. etc.), check the appropriate box In item Sb and attach any other Items required under other law.
7.

Altornatlve Daslgnatlon. If filer desires (at flier's option) to use Iha deslgnaUons lessee and lessor, consignee and consignor, seller end buyer
(such as In the case of tho sale of a payment Intangible. promissory note. account or chattel paper). bailee and ballor, or licensee and licensor
Instead of Debtor and Secured Party, check the appropriate box In item 7.

8.

Optional Flier Reference Data. This Item Is optional and Is for filer's use only. For filer's convenience of reference, filer may enter In Item 8 any
ldanUfylng lnformaUon ·that flier may find useful. Do not Include social security numbers or other personally ldenllflable lnfonnation.

·
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Desc:

ESTADO LIBRE ASOCIADO DE

PU ERTO R r

1•

rA

2014003807

DEPARTAM ENTO DE EST

g AUG-4 AHfl: 53

Reelstro de Transacclones Comerdalcs
DECLARACION OE FINANCIAMIENTO / FINANCING STATEMENT
S IGA INSTRUCCIONES/ FOLLO W INSTRUCTIONS
A. NOMJJRE Y NU"'1ERO DE CONTACTO (OllCon•I) /HAI.IE 4 PHONE OF CONTACT AT FILER (oPlioM/)

I
I
I
I

8. CORREO El.EC1l10NICO OE CONTACTO (opclonw) I E-MAIL CO/JiACT AT FILER (oprJonoO
C. ENVIAA CONFIRMACION A (Nombfo y Olroccl¢n) / SEND ACKNO-NLEDGMEJ,/T TO· (Nemo 111d Addrosa)

7

r;:;ent Fox LLP
Attention: David Dubrow
1675 Broadway
~w York, NY 10019

I

-'

EL ESPACIO ARRIBA ES PARA USO DEL OFICIAL DE REGISTRD
THE ABOVE SPACE IS FOR AL/NG OFFICE USE ONLY

1. NOMBRE DEL DEUOOR / DEBTOR'S NAME· P tovu 101c un nombre do Douoor (1• o 1b) (u11 or nombro compl~

uocto, no omlta, rnodlnque o obro,lo nlngOn

oomponon•• del nombre): al elgOn apane dol ooml>ro d1I Oe-udot no cobe on la tin•• l b, atJefa en blanc;o, marque aqulLJ Y provua l a lntormoclOn dtl Doudor tr,dJvldlJI I
en II rengl6n 10 dtl Ano}o a lo Doclaracl6n do Fln1nct1ml1n10 ( Form• UCC1 AdPR) / - • o n l y 1111! O..bto, n•mo (1• or lb/ (ueo H/UII, lull nomo; do not omn. mcxlif-t, or
ebbro,iotv _,, p,11 of tho Oobtor·• nemo/. r ony Pllrf ol ,,.,,, lndMduel Deblor'• nomo wNt 1101 flt in line lb, "'""' all of ~•m I 11/MJk, c:tttc:A 0.111
and p,o'Jlclo tho lndMdJa/ Dob.'OI
IM>nnoJ/on r,, hom 10 o/ lltl Flnoncln.9 .sroron-.ent AOdendum (Fotm UCCIAdPR)

LJ

Io NOMS RE DE LA ENTtOAD I ORGANtlA no,•s NAME

0

Puerto Rico Highway and Transporta11on Authority ("Deb1or")
tb. APEl.ll DO I l'/DIVtDUAL'S SURNAME

NOMBRE I FIRST PERSONAL NAME

I C DIRECCION POSTAl I MAILING ADDRESS

SEGUNDO HOMBRE I ADDrrtOHAL

SUAJO

NAME

/SUFFIX

ESTAOO ICOOIGO POSTAL/ POSTAL PAJS
STATE CODE
COONffiY

CIUOAD I CITY

Mlnillas Government Center, South Building, Floor 17 San Juan

PR

USA

00940

2. NOMBRE DEL OEUDOR/ DEBTOR'S "AME Pro••• ,010 un Deudor adlclon • I (2• a 2b) (U.. ol nomb•• calfl)lolo y 1goto; no ornlta, moOll!9,!!_• o abravlo nlnguna
part• deJ nambre) , SI cualquler parte de un ro,nb,e no C"1pler11 •n el ~ 01p11cton provleto •n la 2b , doJ• coda 11 ••cc!On 2 en tl• nco, m.a,quo oqufLJY provee el nomb, e
comploto on al rongl6n 10 en el Anerjo de I • OeotaraclOn de Fln • notamlon1o {Forma UCC1 AdPR) I Provfdo onl'/ ma Dobtot nam• (2• Of 2bJJ!!ID ouct, fut/ nttm(t; do ® I omtr.
rr.odfl'/, or abb111Vflto •ny Pllff ol 111• Deblor'• nemt/, N ,ny PNI of Ill• /ndlvldu1/ Debtor·• """'~ .,,,, not fir In lino 2b. toavo o/1 of kom 2 blonlt, chock hontLJ•nd p,ovldo the lndMd1MJI Dol»or
Jdo""1Jllot1 In /fem 10 ol 11'1• Fln • .nclng St•,-m• nt Aeldfmdum (Forrn UCCrAdPR)
21. NOMBRE DE LA ENTIDAD/ ORGANIZA T/Olo'S NAME

OR %b. APEUtDO / INDIVIDUAL'S SURNAME

NOMBRE / F1RST PERSONAL NAME

2c. DIRECCI NI MAILING ADDRESS

3.

SEGUNDO NOMBRE / ADDfTIOWJ.

SUFIJO

N/tME

SUFFIX
p s
COIJNTRY

CIUOAD / CITY

(o NOMBRE DC CESIONAAIO); rovoo solo un nombre
SECURE D PARTYS NAME /or NIIMf ol ASSIGNE · Prov/do only D.ll§ Socured Party namo (3a or 31>
31. HOMBRE DE LA ENTIOAO I ORGANIZA TtD/1S NAME

Ambac Assuranca CorporaUon ("Ambac") for benefit of holders of all bonds ("1968 Resolution Bonds') Issued under Resolution 68-18.
OR 3b. /\PEUJDO I INDIVIDUAL'S SURNAME

-

-

Jc. 04RECCI0N POSA!. I MAILING ~DORESS

--

NOM8RE I FlilST PERSONAL NA!IE

CIUDAO I CITY

One State Street Plaza

New York

SEOUN)O NOMBRE I ADDITIONAL

SUFIJO

NAME

SUFFIX

ESTADO

PAIS

STATC

COUNTRY

USA

NV

4. COLATERAL: Esta dodareci6n de financiemionto cubro 18 slgulonto cclolorAt: / COLLATERAL: This financing statomon l CO\lon rho fol/owing col/otorol:
All of tile Deblll('s rights, dUo, end lnto,as, In nno to (I) nll monoy• on oa:ount d gasoline tax received by. or anocatad to, tho Debtor punruant to Act No. 75 of 1966, oo
amQl'ldod; 01) all moneys on account o(tax on gos oil end dlosol oll recolvad by, or olloC&lOd to, the Debtor pursuant to Act No. 120 of 1994, as amondod; (Ill) all moneys on
account of motor vohlcJe license foos recetvod b;, or allocated 10, the Dobtor pun1uant to Act No. 141 of 1960, as amondod; (Iv) up lo $20 mllllon por flscal yow on account
of Clgarotte tax recelved by. or anocated to, tho Dobtor pu111uant to Act No. 30 of 2013, as omended; M 1ona or othor chargos imposed by tho Deblorfor the use of roads,
avonuoe. streets. \h()(Oughfarea, apooclwey1, bri<lges. lunnols. ctlannel5, sUltlons, terminals, any other lend or wator transponodon faclllUee , perking Iola and structuros ond
other f8cilitiee for pal1<lng, loading or unlood,ng of vnhlcloo ond soo"8/o 101 which 1908 R,aolution Bonda wen, 01 win be IU<ted; (vi) f1.t1ds end accounts pledged as ~ocur1ty
101 the 1968 ResoluUon Bonds ond lnvostmonl 09mlngs thoroln; end (vi i) the p,oooods or eny other taMs, toe• or charges that the Legl1luturo cl Puerto RJoo has allocot<>d o
moy h«ooflor ellocate to tho Author1ty and aulho<izo the Au'.hOfity lo pledge to tho paymont of prlnc!pal end lntoreet on bonds or ether obllgatlona or the Authortty.

5. M"'qus ooto el 10100 y anb una opdon; Col

on poooetOn do un Fkloloomloo
(veooo UCC t AdPl1,
6n 7 e ~"""cdorol•)
do DOr RoprelOt"ltnntll d4I un dl'f'Jnto
Sa . Ma t(U• •olo .r • pllo• y una aol• 11\omatlv• J Crtedt {UJ/t I epplfc_•blo Mtl1 Cited, QDlY

!)fl• box:

r;i Tra1,1accto.n de Flnand11.mlen10
L=.J ~~lea I Publ~Fln11n«1

m,

Chock
opplloobio
~om 17 and t>atM:IJo

D Transaed6n Go Ca'8 Prc'9Drlcada I D Un Ooudo, • • un• antlded
Mttnol~Ol'II• Tranucdon

\f:,J:~~':tt:; IJ,t,&-blot I• •

Tr1111action

7. DESIGNACl6N ALTERNA (II aploa)
ALTERHAnVE DESIO,'<IITIOH (It opp/feeble):

8. OATOS OPCIONAl.EH 6€ f{EFERENCIA PARA

a.

SOI.IC! fANTE / OPTIONAL FILER REFF.RENCC: DA fA•

COPIA OFICINA OE REGISTRO--OECL.ARACION OE FtNANCll\MlfcNTO (Fom,a UCC1PR) (Rev. 05/09/14)

6b.

•

Alarque 1J21o II aptlco y oolo una oltomaUve / C/loclt. 2!l/t
f •ppllublo end <hocl< ll!JJl, ano t,o,r:
Grav.-non A,grfCO,e

Agrlcultural Lien

O

ln • crlpc l On

e x1,11,eg l atr1 I
Nari • LJ~C r111,

I
11
I
11
I
I
I
I
I
I
I
I
I
I

I
I
I
I
I
I
I
I
I

I
I
I
I
I
I
I
I
I
I
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ESTADO LIBRE ASOCIADO DE
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PUERTO RICO

'

Desc:

~,

rs

DEPARTAMENTO DE f~. - -

14AUG-4 M111:5 4

20~4003808

Reglstro de Transacclones Comerclal

DECLARAC l6N DE FINANCIAMIENTO / FINANCING STATEMENT
SIGA INSTRVCCIONESI FOLLOW INSTRUCTIONS
A. "ONBRE Y NUMERO DE CONTACTO (opc!o/lAI) / NAME & PHONE OF CONTACT AT FILER {Cl!llon.D

B. CORREO ELECT!lONICO DE CONTACTO (opc:lo(\lj) / E-MAIL CONTACT ATFILER (optlo111Q
C. ENV!AR CONFIRMACION A (Nombre y Ol•ecdOn) I SEJ/0 ACKNOWl.EOGMEHT TO: {Hom. ind Adrito,.)
r,;:;ent

7

Fox L LP

Attention : David Dubrow

1675 Broadway
NY 10019

_J

~ewYork,

El. ESPACIO ARRIBA ES PARA USO DEL OFICIAL OE REGISTRO
THI! J\IIOVE SPACE IS FOR FILING OFFICE USl! ONLY

1. NOMBRE DEL OEUOOR / DEBTOR'S NAME: Pro•H , 010 un nombro ~• Ooudor ( I• o 10) (UH el nombro compl~ ueclo, no omlla, modlnqut o abre,lt nlngOn
component• de! nombre}; 11 al;Cln ap1rt1 d1I nombre del Oeudor no c.ebe on la Un11• 1b, dAJ•I• fin bl•noo. marque 1qufLJ y p,oveaJ le lntom,•c:ldn del Oeudor lndlvfd'-111
on i,t ronglOn 10 def llnoJo e 11 01cl1r1c1on de Flnanc11mlento IFormg UCCIAdPR) / Prollfd• only w Dobtor namo /f• or 1b} /uso • ~ flJ// name: do not omn, mod/Jy, or
oot>rov•t• ony por1 al I/lo Debtor-. n1m.J; I any p1rt of I/le /nd/vldu•I Debtor, nAl'flo wnt not ll ;, 1;,,. lb, /five aX of «om f blon•. cntd hort
lnfonnll.btl in ho, 10 of tho Flnonc~ S/1I.,,,.nt Mdondllm {Fotm UCCtAdPRJ
10. NO!.IBRE

111d prov/do tht /ndMdiJ•I Dtb'Or

DE LA ENTIOAD f ORGANIZA T/011'8 NAME

Puerto Rico Highway and Transportation
OR
lb IV'ELUOO f INDIVIDUAL'S SURNAME

Authority
NOM8RE I FlflSTPERSONAL HAME

OIR~CCION POST Ill. I MAIL/NO ADDRESS

1e.

LJ

Minillas Government Center , South

B uild ing ,

Floor 17

SECUNDO NOMBRE / 1,DDITIOHl,L

SUFlJO

N1,/.IE

/SUFFIX

CIUDII() I crrv

ESTNJO ICODIGO POSTIII. I POSTAi PI\JS
COUNTRY
STATE' CODE

San Juan

PR

00940

USA

2. NOMBRE DEL DEUOOR/ DEBTOR'S NAME: Provu 1010 un Oeudor edlclonel (21 o 2b) (UH ti nombre corrolt10 y uaoto: no omllo, modlft~ •o tb,.,Ylt nlnguno
part• del nombre). SI cualqular pen, de un nombro no cupltra en ti .. e1p1clon provt1to ,n le 2b, doJ• loda la 1occlOn 2 1n tlanco. marque • qui
, prove• ti nombrt
com,l ato on • 1 rongl6n 10 en ti AntrJo do I • Oaoleracl6n de Flnencl• mlonto (F01m1 UCC1AdPR} / Pro~ on~ Q41 Debtor n•mt (,.
2b~ ••
nomo; do nol on;I(.
modi';, or nbbn,\rloto sny p.11! of I/It Debtor's nemo}; II ony pa,t of 1/,1 lnolvldua/ Otbfor'• namo Ml/ nor In nno 2b. /Ga.,., ell of hem 2 b/onl<. chock horoLJ•l!d prov/do tho lndMclUIII OtblOr
/nl""".UO,, In nom 10 o/ /ho Flnoll<t>g
MdernftJm /Fo,m UCCIAdPR)

°'

r,

s:.,_,.,

•"cl,

21 NOMBRE DE LA ENTIOAO I OROANJV. T/01/'S NAME

OR 2b. -'l'ELLIOO I INDIVIDUAL'S SURNAME

NOMflRE I FIRST PERSONAL NAIJF.
CI\/DM> I crrv

2o. OIRECCI N t MA/Llt,/0 ADDRESS

3.

O NOMBRE DE CESIONAAIO):

3c.

Holders

of all

bonds

("1968

:lb. N'Cl.UOO //NDIVIOUAL '$ SURNAME

1675

B roadway,

34th

ESTl\00
/HAIT

Parry namo (3a or 3b)

Resolution Bonds") I ssued u n der Reso l ution
NOMBRE I FIRST PERSONAL NAME

OIRCCCION POSI\L I MAILING ADDRESS
Floor

SUFIJO
SUFFIX

Provoa solo un nombre de Acroodor Garen Z8 0

SECURED PARTY'S NAME {ot NAME of ASSIGNEEJ· Provide ontv QM Secun,d
3a. l/OMBRE DE LA ENTIDAO I ORGANIZAT/OlfS NAME
OR

SEOU~DO NOMBRE / ADDmONAL
NAME

68-18.
SEGUNIXl NOMBRE I ADDITIONAL

SUFIJO

NIWE

SUFFIX

CIUDADI CliY

ESTI\DO rODIGO POSTAL I POSTAi. PAIS

New York

$T1,TE

CODE

WI

10019

COUNTRY

USA

4. COLATERAL: Esta dec:laraci6n de ftnanaamltrllo cubm (a •9Jlente cola(eral: / COLLATERAL: This /inancinp statomonl co,ors lhs fol!owinp col/a/oral.

NI of tre DeblOr's righlll, utle, and Interest In anc (o (I) all morw,ys on ac.counl of g11sollno lax recc,vod by, or altocalod 10, lho Dobl,r pursuenl to Act No. 75 of 1965, ea
amendod: (II) all monuya on uccounl or laX on gas all ond cHonol oil rocotvod by, or allocalod to, the Debtor purauenl to /\ct No. 120 of 1994, na amondod; (Ill) all moneys on
occoun1 ol motor vohicl• IICQnJe foes rocalvod by, or elk>cnlod lo, tho Ooblor puniuanl toAc1 No. 141 ol 1900, as amended, Qv) up lo $20 million por nscel year on aCCDunl
of clga1one lax rocefved by, or al!ocalod (o, lhe Debtor pu~uant 10 Act No. 30 of 2013 as amendod: (v) toRs or other chargos Imposed by the Oob(o, for tho uee of roada,
avonues, s1reeta, lhoroughfaro&, apeedweys, brldgos, tunnols, dlanrols, stallona, terminals, any olher land or wolOr trenspertadon focUldes. parking Iota and structures ond
olher fac111les tor parl<lng, l011dlng or unloading of vehicle• and vessels for which 1968 Resolution Bonds wore or wiN be Issued; (vi) n.ida and accounts pledged as aocurity
for !he 1968 Rosolullon Bonds ond lnveslmen1 earnings thoreln: end (vii) the proceed• of any olher laxes, foe• or charges thet the Legislature of Puet10 Rico hes allocated o
mny hwMfter ellocoto lo Iha Authority ono eulhorlzo lho Aulll0r1,Y 10 plodgo to the poymenl ol prlndpel and lnl"''"'' on bond• a, ahtH obllg<3llona ol lhe Aulhorlty.
6. M•q1» IOfo et aplca y ooto una opc!On.
(VO.... UCCIAdPR, ""1!j10n 7 e nsmtoclonot)

..~ [Jon P0fOl{on do un Fldalcomao
r Rtpmt<>nmnta do un dH\lnlo
Sa. Mar~u• aolo ,1 aptlco y una oola ollorneUva I Choe• ~ I appllceble •nd check lllltt
one bo, '

r.1 Tra"'! ucd6n dt Ftnancf• mlento
t.=.J F»\lbUco / PubNc•Flnanw
Tro,110cliotl

odntrl1,mdo

Cho<:k D/JlY. I 0/Jllbblo •

.irom t 7 end ln&trvctions

6b. ~torque AJllo 11 ac,tlca y aolo une ollam,Uvo / Chtck ll!tt

•

D Tranaaccoo
ao Ceu Preta~cada I
O ~•n•
Un Oeudo r •t una ontldnd
Alonuf#CIUttJd.llome Tr•n•OGdon
mlso,n , A Dubtoris •

7. DE81GNACION 111.TCRNA (el apllce)
AL TERNATIIIE DCSIONJ,TION /If app/lcablo}.

•

rt111smn1ng UIIJty

At,ondodorlArr9nc:11tarlo

ouowl.oua

O ContlgMtoool
Cona'9nodor O
Conlignoo/Cona!gnor

LJ

ocjc D£!l:r one bor. Cdlotonl It
h"ld t1 • Trulf (Seo UCCfAdPR.
beJ DdmlnlstotOd b B DKMIOfll'I Pot3onll Ro 030nl8!MJ

, applkll>lo and choc/t llllb' ont Ito,:
Grlvll'l'IOr ~rfcofa

Agrlcullural Ll•n

V&ndodorl Comp,Ko{JOcP.9a'tano/

~•rfBuyor

8. DATOS OPCIONl\lES DE REFERENCIA ?ARA EL
SOLICITANTE I OPTIONAi. FILER REFERENCE OA TA:
COPIA OFICINA OE REGlsmo-oecLAAACJON DE FINI\NCIMIIENTO (Forma UCC1PR) (Rev. 05/09114)

O

l n1cr1i,cl On

exlnrtal•tral

f,,/on•UCC FIJJr1

nadorO I.Joon1to,t.Jcon,or
ConoeakJnat101Cont:Odent1

8"6oo/Bdor
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Desc:

ESTADO LI BRE ASOCIADO DE

~'~

A\:~. ,.,.1.- ~i:;,)ll~•s

PU E RTO R I CO

t, ,, '._;

DEPART AMEN

2014003809

Registro de Transacciones Co

14AUG-4 M1 /l=S6

DECLARACl6N DE FINANCIAMIENTO / FINANCING STATEMENT
SIGA INSTRUCCIONES/ FOUOW INSTRUCTIONS
A. NOMBRE Y NUMERO DE CONTACTO (opclonal) / NAME & PHONE OF CONTACT AT FILER (optionsQ
B. CORREO ELECTRONICO DE CONTACTO (opdonal) / E-MAIL CONTACT A T FILER (optlonsQ

I

C. ENVIAR CONFIRMACION A (Nombre y Dlreccion): / SENO ACKNOWLEDGMENT TO: (Nome and Address)

7

lt\rent Fox LLP
Attention: David Dubrow
1675 Broadway
~ew York, NY 10019

_J

EL ESPACIO ARRIBA ES PARA USO DEL OFICIAL DE REOISTRO
THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY

1. NOMBRE DEL DEUDOR / DEBTOR'S NAME: Provoa s6Io un nombre de Deudor (1o o 1b) (u•• el nombre eompl~ exaeto, no omlto, modlffquo o abrovlo nlngun
components dal ncmbre): al algUn aparte del nombre del Oeudor no ca be en la llnea 1b, d•Jal a en blanco, marque aqurLJ Y proves la lnformaci6n del Oeudor lndlvldual
on e l rongl6n 10 de! Ane]o a la Decloracl6n de Flnanciaml e nto (For ma UCC1 Ad PR} / Provldo only Q!lJ Dobtor name ( 18 or 1b} (use ox~ run name; da not omit. modify, or
abbreviate any part of the Deblor's namo) ; if any part of the /ndMdual Debtor's namo wRI not
in lino 1b. foave all of ftom 1 blank, check hore LJ and provJdo tho lndMdusl Debtor
information In item 10 of the Ffn,ncing Ststomant Addendum (Form UCC1AdPR)

rn

la

NOMBRE OE LA ENTIOAD I

ORGANIZATION'S NAME

Puerto Rico Highway and Transportation Authority
O 1b. APELLIDO I INDIVIDUAL'S SURNAME

NOMBRE / FIRST PERSONAL NAME

1c. DIRECCI N POSTAL/ MAILING ADDRESS

CIUOAD / CITY

SEGUNDO NOMBRE / ADDITIONAL

SUFIJO

NAME

/SUFFIX

ESTADO C D1GO POSTAL/ POSTAL P S
STATE
CODE
COUNTRY
PR
00940
USA

Minillas Government Center, South Building, Floor 17 San Juan

2. NOM BRE DEL DEUDOR/ DEBTOR'S NAME: Provoo s61o un Doudor adlelonol (2o o 2b) (Uoo ol nombre eomplelo y exae10; no omlla, modlfique o ebrevle nlnguna
p1.1r1e d&I nombre). SI cualquler parte de un nomb r e no cuplera en el el espaclon provleto on lo 2b , dej o todo l o soccl6n 2 on blonco, morquo oqu fO

y provoo o l nombro

comploto on al r ongl6n 10 on el Anor/o do lo DocleraciOn do Flnenc1em1ont o (Formo UCC 1AdPR} f Provide only~ Dobtor name (2a or 2b~so oract, full nsme; do nor om/I,
modify, or abbrevinte any part. of the Debtor'& name): if any part of tho Individual Dobtor·s name will not flt in line 2b, /ea ve all of hem 2 blank., chock horoLJDnd provfdo th o /ndMdua/ Dobtor
information In iiem 10 of the Financing Statement Addendum (Form UCC1AdPR)

2e. NOMBRE DE LA ENTIDAD /

NOMBRE / FIRST PERSONAL NAME

2c. DIRECCION / MAILING ADDRESS

CIUDAD / CITY

SEGUNDO NOMBRE / ADDITIONAL

SUFIJO

NAME

SUFFIX

ESTADO C D.GO POSTAL I POSTAL PAS
STATE

3.

CODE

COUNTRY

(o NOMBRE DE CESIONARIO): Provea so o un nombre de Acreedor Garantlzado (3a o 3b)
S ECURED PARTY'S NAME /or NAME al ASSIGNEE): Prov/rte only Q!!Q Secureri Party name (3a or 3b)

Ja. NOMBRE DE LA ENTIDAD / ORGANIZATION'S NAME

Holders of all bonds ("1998 Resolution Bonds") issued under Resolution 98-06.
OR Jb. APELLIDO ! INDIVIDUAL'S SURNAME

NOMBRE / FIRST PERSONAL NAME

MA ILING ADDRESS

1675 Broadway, 34th Floor

SEGUNDO NOMBRE / ADDITIONAL

SUFIJO

NAME

SUFFIX

CIUDAD / CITY

ESTADO CODIGO POSTAL / POST.

PAIS

New York

STATE

CODE

COUNTRY

NY

10019

USA

4. COLATERAL Esta daclaraci6n de financiamiento cubre le siguiente colateral: / COLLATERA L: This financing statement covers the following collateral:
All of the Debto~s rights, title, and interest in and to (I) all moneys on account of taxes on crude oil and crude oil derivative products received by, or allocate<
to, the Debtor pursuant to Act No. 34 of 1997, as amended; (ii) up to $20 million per fiscal year on a=unt of cigarette tax received by, or allocated to, the
Debtor pursuant to Act No. 30 of 2013, as amended; (iii) tolls or other charges imposed by the Debtor for the use of roads, avenues, streets, thoroughfares,
speedways, bridges, tunnels, channels, stations, terminals, any other land or water transportation facilities, parking lots and structures and other facilities for
parking, loading or unloading of vehicles and vessels other than those for which 1968 Resolution Bonds were or will be issued; (vi) funds and a=unts
pledged as security for the 1998 Resolution Bonds and investmenl earnings therein; and (v) the proceeds of any other l axes, fees or charges that the
Legislature of Puerto Rico has allocated or may hereafter allocate to the Authority and authorize the Authority to pledge to the payment of principal and
Interest on bonds or other obligations of the Authority.
5. Marque solo sl apllca y solo una opc;c)n. Col

Chock III!1Y. If appllceblo o
Item 17 and instructions

(vtlase UCC1AdPR, raogliln 7 o lns1rucdones)
60. Marquo ~olo si apllce y unn ,0111 altomaliva / Chock fH1!x ff Bppllctible and checfc Sl!J!x

one box:
r., TrensacciOn de Flnandamlonto
L.:.J PUblloo / Publlc~Flnanco
Trsnssclicn

I
I
I
I

I

DRGANIZA TION'S NAME

OR 2b APELLIDO I INDIVIDUAL'S SURNAME

Jc. DIRECCION POSAL I

I
I
I
I

6b. Marque 12to sl opllce y sofa uno al1ernatlve I

•

7. DESIGNACION ALTERNA (ol opllea)
A!. TERN.A.TIVE DESIGNATION (II spplfcebl<O):

Vendedor/ CompradoQ

Seiter/Buyer

8. DATOS OPCIONALES DE REFERENCIA PARA EL
SOLICIT ANTE / OPTIONAL FILER REFERENCE DATA:
rnD I A "Ctr'"l ~A n c DC~ I C TDn

nr-r1 •n,. ,.., ....... 11"\r-

'"""'···,..·••11.... ~,.., ,,.. ___ ,,,..,,.. .........

Choclc ~

l oppllcoble snd chock Q!1.[y_ ono box:

D Mnnutacturod-Homo
TrenMccl6n d~ Casa Prefabricada f
Tronsactlon

, n . .. ... ,=-,...... ,~ ,\

Deposltarfo/ fledor O

811/lee/Bsllor

Conceslonerto/Concedonto

LJconsoo/LJconsor

I
I
I
I
I
I
I
I
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I
I
I
I
I

ESTADO LIBRE ASOCIADO DE

P UERTO RICO
DEPARTAMENTO DEE

I

I
I
I

I
I
I
I
I
I
I

14 ~UG -4 4M Ii : 55

0ECLARACl6N DE FINANCIAMIENTO / FINANCING STATEMENT
SIG/\ INSTRUCCIONES/ FOLLOW IN STRUCTIONS
A. NOMBRE Y ~UMERO DE CONTACTO (opcionel) / NAME & PHONE OF CONTACT AT FILER (opllonsQ
B. CORREO ELECTRONICO OE CONTACTO (opc:lonal) / E-MAIL CONTACT AT l'ILER (optionaQ

C. ENVIAR CONFIRMACION A (Nombro y Dlreccl6n): I SEND ACKNOWLEDGMENT TO: (Nsmo and Address)
IJ\rent

7

Fox LLP

Attention: David Dubrow

1675
l!i_ew

I

20140031310

Registro de Transacciones Comerciali

I
I

Desc:

B roadway

York, NY 10019

_J

EL ESPACIO ARRIBA ES PARA USO DEL OFICIAL DE REGISTRO
THE A B OVE SPACE I S FOR FILING OFFICE USE ONLY

1.

NOMBRE DEL DEUDOR / DEBTOR'S NAME: Provea sc:)lo un nombre de Doudor (1e o 1b) (use el nombre compl ~ exacto, no omlta, modlnque o abrevlo nlngUn
compononto dol nombre): sl alglln apene dol nomb·e del Oe udo, no 1;ube en la llnea 1b, dt)Jela en blanco, ma rque aq ulLJ Y provea le 1nformacl0n del Oeudor Individual
on or re ngldn 10 del AnoJo a la Deelaroc!On de Flnan clamlento (Forma UCC1AdPR) / Provldo only 2£!.2 Dobtor nomo (to or 1b} (uso OXfl'L. full nomo; do not omit, modify, or
abbrovfate sny part of the Debtor's namo); if sny psr1 of tho fndividuel Debtor's name win not fd in tfno 1b. fosvo all of hem 1 blenk, cllock horo LJ and provido tho lndlvldual Dobtor
information in hom 10 of the Financing S!atomant Addendum (Form UCC 1AdPR}
·•· NOMBRE DE LA ENTIDAD / ORGANIZATIOWS NNAE

OR

le

Puerto R ico H ighway and Transportation Auth ority
· b. i\PELUDO / INDIVIDUAL'S SURNAME
NOMBRE / F IRST PERSONAL NAME
CIRECCIUN POSTAL I MAILING ADDRESS

VERIFY [Minillas

CIUOAD I CI TY

SEGUNDO NOMBRE / ADDrrtONAL

SUFIJO

NAME

/ SUFFIX

ESTADO I CODIGO POSTAL/ POSTAL PAIS

Gov ernment Center, South Building) San Juan

STATE

CODE

COUNTRY

PR

00940

USA

2. NOMBRE DEL DEUDOR/ DEBTORS NAME: Provoa ,6Io un Deudor edlclonal (28 o 2b) (Uae ol nombro completo y execlo: no omlla, mod,!IQue o abrevle nlngune
part o dol ncmbre). Si cualqulor parto do un nombre no cupl ore e n al el esp acion provh;to en le 2b, ceje to(fa I~ $ec;:cfOn 2 en bl~nco, marque &Qu(O y provua el nombru
completo en a l rengldn 10 en el A nerjo de la DeclaraciOn do Financfa rni ento ( Forma UCC1AdPR} / Provide only .QQQ Debtor nsme (2a or 2.b~.se eract, full Mme; do not omft,
modify, or obbrovllilto any part of the Dobtor's name}; If any pert of tfle /ndMdual Debtor's name will not fit In lino 20, lesvo all or ttom 2 blank, checJc hctoLJand provtdo Iha lndMciuttl Debtor
inrormotion In nem 10 of the Financing Slotomonl Addencum (Form UCCMriPR}

2a. NOMBRE DE LA ENTIDAD I ORGANIZATION'S NAME

OR 2b. APELLIDO / INDIVIDUAL'S SURNAME

NOMBRE I F IRST PERSONAL NAME

2c. OIRECCI N I MAILING ADDRESS

3.

OR

CIUDAD / CITY

SEGUNDO NOMBRE / ADDITIONAL

SUFIJO

NAME

SUFFIX

ESTADO C DIGO POSTAL I POST:

PAS

STATE

COUNTRY

CODE

(o NOMBRE DE CESIONARIO): Provea solo un nombre de Acreedor Garantlzodo (Ja o 3b)
SECURED PARTY'S NAME /or NAME of ASSIGNEE)· Prov/do only QD.!1 Secured P8rly name (3a or 3b)
Ja. NOMBRE DE LA ENTIDAD / ORGANIZATION'S NAME
Ambac Assurance Corporation (" Ambac") for b enefit of holders of all bonds {" 1998 Resolution Bonds") issued u nder Resolution 98-06.
Jb. APELLIDO / INDIVIDUAL'S SURNAME
NOMBRE / FIRST PERSONAL NAME
SEGUNDO NOMBRE / ADOfTIONAL SUFUO
NAME

Jc. DIRECCl6N POSAL / MAILING ADDRESS
O n e State Street Plaza

SUFFIX

CIUDAD/C/7Y

ESTADO ICODIGO POSTAL/ POSTAL PAIS

New York

STATE

CODE

COUNTRY

USA
NY
10004
4. COLATERAL: Esta deciaracr6n de financ1em1ento cubre la s,gu,ente colateral: / COLLATERAL: This financrng statement covers the following collateral.
All of the Debtor's rights, title, and interest in and to (I) all moneys on account of taxes on crude oil and crude oil derivative products received by, or allocatec
to, the Debtor pursuant to Act No. 34 of 1997, as amended; (ii) up to $20 million per fiscal year on account of cigarette tax received by, or alloc;,ted io, the
Debtor pursuant to Act No. 30 of 2013. as amended: (iii) tolls or other charges imposed by the Debtor for the use of roa ds. avenues, streets, thoroughfares,
speedways, bridges, tunnels, channels. stations. terminals, any other land or water transportation facilities. parking lots end structures and other facilities for
parking, loading or unloading of vehicles and vessels other than those for which

1968 Resolution Bonds were or w ill be issued; (vi) funds and accounts

pledged as security for the 1998 Resolution Bonds and investment earnings therein: and (v) the proceeds of any other taxes, fees or charges that the
Legislature of Puerto Rico has allocated or may hereafter allocate to the Authority and authorize the Authority to pledge to the payment of principal and
interest on bonds or ol her obligations of the Authority.

5. Mwque solos• aptica y solo una opdOn· COl
(v,a&G UCC1AdPR, rong!6n 7 o lnatrucdonoe)

en pososl6n de un Fldelcomlso

Chock QI/ti~ oppliceblo •
Item 17 end tnsrroctiona

odmlnlatmdo por Represontante de un dlfunto

Sa. Marquo solo si epllca y una sote altemativ8 / Check 2!l!:t ii sppllcablo and check 2!11:t
one box:

r.l T1enseccl6n de Flnonclemlento
t.=J Plibllco / Pubfic~Finonco

6b. MerQuo iQ!o sl apllca y solo une etternatf"ve / Chock gnu_

O Manufectured-Nomo
Transaccl6n do Cesa Prelabr1cade I
Transaction

Transaction

7. OESIGNACION AL TERNA t•I epllcs)
ALTERUAnVE DESfGNArJON (If applicable}:

•

Arl0 r..e~nodood
/L00~!~0rr,endetarlo
......

.,..

ock ~ one box· Collatot!I is
hold l11 11 Trust (See UCC1AdPR,
t:,ofn odmlnlstered b a Decedenrs Pe~onel Re esentatlvo

•
D CCoonn•,~nn••~fclo0/n~n•ol,gnador O
'Y

"''

_.,,

If upplicat:,Je end chock QOJx. one box'.

~r;:rt:n~:FL~on •

Vendedcr/ CompradoQ
Saner/Buyer

8. Oi\TOS OPCIONALES DE REFERENCIA PARA EL
SOLICITANTE/ OPTIONAL FILER REFERENCE DATA:

COPIA OFICINA DE REGISTRO-oECLARACION DE FINANCIAMIENTO (Forma UCC1 PR) (Rev. 05/09/1 4)

!~~r
c;;~~\~rra1
Non -UC C Fttln

FledcrO Con.cosloner1o/Concedonte
LJconsoo!Uconsor

Deposttario/
BalJoo/BoJJor
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-

Desc:

2014004845
.. .

UCC FINANCING STATEMENT

" ': r1

FOLLOW INSTRUCTIONS

•:rr -}

PM J OI

A. NAME & Pr!ONE OF CONTACT AT FILER [opllonal)

ii.E-MAILCONTACT AT FILER (optional)
C. SEND ACK NOWLEDGMENT TO: (Name and Address)

r

7

Corporation Service Company
801 Adlai Stevenson Drive

L
1.

Springfield, IL 62703

DEBTOR'S

NAME: Provide only

_J

THE ADOVE SPACE IS FOR FlLING OFFICE USE ONLY

ll!l2 Cebtornome ( 1o or 'b) (v,e oqct, full name: do net omit, modily, or obbrcviato any porl of l ho Oeblo(• namol: II ar y po,1 of lho lodlYldval Ooblofs

name will not fl tnJine 1b, ttave att of nem, Dia n!<. check here

Dana

provU:H! tile l ndiYi:Jual OoDtor intormation In iterr 10 of l he Financing Stelemant Ad dundu1n (Form UCClAd)

•-· ~

1a ORCAN IZATJON'S NAME

PUERT O RICO HIGHWAY AND TRANSPORTATION AUTHORITY
OR

l b NOMDUAl'S SURNAME

1c MAll!NG ADDRESS

DEBTOR'S

AODITICNAL NAIJ.E(S)IINJTI/\L(S)

- -·· - . -

cin•

Minillas Government Center, South Building
2.

I

F:RS f PERSONAL NAME

-~ l~s;~toe

San Juan

SUFFIX

- -··

COUNTRY

USA

NAME: P10vide Ollly gw; Debtor neme (7a or 20) ju<e exact. full name: do nc1 omit mooily or abll<eviale any pell of the Detlor's nome;: if ony part or lhe lndl•idual Doblof s

nNTie ..viii not fit in fln& 2b. leave ell of Item 2 bfank. check t:e,o

D _,nd provide lhe Individual Oob10, informa:ton in item 10 oi the Fin;,nclng Statement A.doendum (Form UCC1Ad)

2> ORGANIZATION'S NAME

OR
2b <NDNIOUAL'S SURNAIAE

FIRST ;>ERSONAL NAME

2e MAILING ADDRESS

ADDITIONAL NA\lElS)'lNJTIALIS)

CllY

3. SECURED PARTY'S NAME (or

STATE

I

POSTAL CODE

SUfflX

COUNTRY

NAME of ASSIGNEE of ASSIGNOR SECURED PARTY ! Prov de ""''' !lM Secur_e_:J_Pe_r_t
v_o_am
_e_1_3"_o,_3_
b)_ _ _ _ _ _ _ _ _ _ _ _ __

Js. ORGANIZATION'S NAME

It

--

-

··-

HOLDERS OF ALL BONDS ISSUED UNDER THE 1998 RESOLUTION•

•-• -IT-ION
- Al
- NA/
_ME{
_ S
_;n
_NI
_T_IAL
_ (S
- )-

OR 3b INDMDUAL'S SURNAME

FIRST PERSCNAL NAME •. ·- •• - - - -- - ,.,-

'

3c >A\ILJNG ADDRESS

- ~SUFFli

-

- -- -!----~---- - -- - ---·
- -.
STATE I POS,Al. CODE
COUNlRY

CITY

One Wall Street

New York

NY

10286

USA

d COI.LATF.:R AL: This fin;indng st;:tlement covels !he foOOfflng collateral:

--- R EFER TO EXHIBIT A ATTACHED HERETO, INCORPORATED HEREIN BY REFERE,\JC E AND MADE A
PART HEREOF. ------- Exhibit A attached hereto consists of two pages. ----

• HOLDERS OF ALL BONDS ISSUED UNDER RESOLUTION 98-06 ADOPTED BY THE PUERTO RICO
HIGHWAYS AND TRANSPORTATION AUTHORITY ON FEBRUARY 26. 1998. TOGETHER WITH ALL
AME NDMENTS THERETO T HEREAFTER .AS THEREIN PERMITTED

'c C:hr.r.k

I
I
I
I
I
I
I
I
I
I

~ ff a nl'>ito. ett>le a,)(I Ch ec k :21!!.'t one bm: Collateral •s

·o

nel<J In 8 rrust c~.f:t: lJCC1AO. 11e11 . / anQ lrstrucUOl">S)

D

li'U~kJ aclmtn Slerea b'( 3 Dec~ent'5 Pcrsonat ttcrro•.t,ntJbW

.;......;.;;;,.,;;;;;,;...;;,;;,;,;..;;;;;.;;..;..;;.=.;.;.;.:aa:..;.;....;;;;..;;.;;;;;.;,;;;,;;;..;;.;,:.;;.;;;;,;;;.;...,.;;,;,;,:...,.;;;;,;;..,;;;.;,;;;..,;_.;;;.;;...;;.~:...;;...;;.;,,...:.,~.;...,,l,.;.~-6a. Chec:i. ~ 1t at>pi~ab1e and ,;h11ci< ~ onE oox·

~ P:.,:,.lit-ci n::1n.ce Tians:u:hon

O MAn11t~cu,1r8d-Knmc T r:lns.:icunn

7 Al TE~NATIVE DESIGNATION (1£ apolic:,IJJo):

e. OPTIONAL

6lJ. ,:;neck .Q.Q!.x If c. µp!ic..lllc a 1t.l clu.:ck ~ o oc bo11.

n

_ess~eJLcssor

O A OP. bl ()( :s a Tr3nsm n 11..-I •11ri.I~·
D Agrn;u•lural Lien O Mon--UCC Filing
0 sewe•/Bvy<r
0
D L1c.er seeJL ce'"ISOf
1

1

Baltce/Ballor

FIL:::R REFERENCE D A T A :

Filed with: Services Commercial Transactions R egistry of the Puerto Rico Department of State

286 583 - 004

ln(emalional Association of Commercial Adminlslralors (IACA)
FILING O FFICE COPY -- UCC FINANCING STATEMENT (Fo<m UCCl) (Rev <Y.12011 1)

I
I
I
I
I
I
I

I
I
I
I
I
I
I
I
I

I
I
I
I
I
I

I
I
I
I
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F:~ !

EXHIBIT A

l · , ., ,

c·:

; ~~ 1 ?O

1_·~ • •

:

Desc:

~.J[

r;n:-E:_r\r:1 .:· '

UNIFORM COMMERCIAL c~~E FINANCING sT'i'fifMiNfil 3: O1
DEBTOR:
PUERTO RICO HIGHWAY AND TRANSPORTATION AUTHORJTY
Minillas Government Center, South Building
San Juan, Puerto Rico 00921
SECURED PARTY:
HOLDERS OF ALL BONDS ISSUED UNDER RESOLUTION 98-06 ADOPTED BY THE
PUERTO RICO HIGHWAYS AND TRANSPORTATION AUTHORITY ON FEBRUARY 26,
1998, TOGETHER WITH ALL AMENDMENTS THERETO THEREAFTER AS THEREIN
PERMITTED
One Wall Street
New York, New York 10286
COLLATERAL DESCRIPTION
Pursuant to that certain Resolution No. 98-06 adopted on February 26, 1998 (as the same
may be amended or supplemented from time to time, the "1998 Resolution"), all of the Debtor's
right, title and interest in and to (a) all "Revenues," which include, without limitation, (i) all
moneys received by the Debtor on account of the crude oil tax allocated to the Debtor by Act No.
34, approved July 16, 1997, as amended, (ii) all Existing Tax and Fee Revenues upon the repeal
and cancellation of the 1968 Resolution, (iii) any tolls or other charges imposed by the Debtor
for the use of any of the Toll Facilities other than Existing Toll Facilities Revenues received by
the Debtor prior to the repeal and cancellation of the 1968 Resolution and (iv) the proceeds of
any other taxes, fees or charges which the Legislature of Puerto Rico has allocated or may in the
future allocate to the Debtor and has expressly authorized or in the future expressly authorizes
the Debtor to pledge to the payment of the principal of and interest on bonds or other obligations
of the Debtor and which are pledged by the Debtor to the payment of the principal of and interest
on bonds or other obligations issued under the provisions of the 1998 Resolution, and investment
earnings on deposits to the credit of funds established under the provisions of the 1998
Resolution, (b) the Puerto Rico Highways and Transportation Authority Transportation Revenue
Bonds Interest and Sinking Fund (and all accounts created therein by or pursuant to the 1998
Resolution, including without limitation, the "Senior Bond Service Account," "Senior Bond
Redemption Account," and " Senior Bond Reserve Account") , the Puerto Rico Highways and
Transportation Authority Subordinated Transportation Revenue Bonds Interest and Sinking Fund
(and all accounts created therein by or pursuant to the 1998 Resolution, including without
limitation, the "Subordinated Bond Service Account" and "Suhordinated Bond Redemption
Account"), the· Puerto Rico Highways and Transportation Authority Subordinated Transportation
Revenue Bonds Reserve Fund (and all accounts created therein by or pursuant to the 1998
Resolution), the Puerto Rico Highways and Transportation Authority Transportation Revenue
Fund (and all accounts created therein by or pursuant to the 1998 Resolution) and the Puerto

71 0972992 l4!15R0I 0

Page 1 of2

Case:20-00005-LTS Doc#:1-3 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit C Page 6 of 13

Desc:

REG!S1RO OE
Rico Highways and Transportation Authority Transportation Construction Funii0~~<5ilil~HRC: k
· created and designated by
1998 Resolution and all other accounts and
~ ?r.<eate~J,Y
J: OI
11
1
pursuant to the 1998 Resolution; and (c) all proceeds and products of the foregomg-.P
• '

th:

fu~p,

~A

When used herein, the following terms have the following meanings:
"1968 Resolution" means Resolution No. 68-18 adopted by the Debtor on June 13, 1968, as
amended by supplemental resolutions of the Debtor adopted on February 17, 1972, October 29,
1990, June 23, 1992, July 15, 1993 ( effective September 8, 1993) a nd Ao gust 10, 1993, together
with all amendments thereto thereafter as therein permitted.
"1968 Resolution Bonds" means all bonds issued under the 1968 Resolution.
"Existing Tax and Fee Revenues" means ( 1) the proceeds of the sixteen cents a gallon tax
imposed on gasoline and one-half of the eight cents per gallon tax imposed on gas oil and diesel
oil imposed by Subtitle B of Act No. 120, approved October 31 , 1994, as amended, and allocated
to the Debtor by Act No. 223 of November 30, 1995, as amended, and by said Act's predecessor
statutes and (2) the proceeds of the $15 increase per vehicle of annual motor vehicle license fees
imposed by the Commonwealth of Puerto Rico and allocated to the Debtor by Act No. 9,
approved August 12, 1982.
"Existing Toll Facilities Revenues" means the tolls or other charges imposed by the Debtor for
the use of any Traffic Facilities financed in whole or in part by the issuance of 1968 Resolution
Bonds, including any extensions, betterments or improvements to such Traffic Facilities added
after the issuance of bonds under the provisions of Section 207 of the 1998 Resolution however
financed or otherwise paid for.

I
I

I
I
I
I

I
I
I
I

"Toll Facilities" means any Traffic Facilities for which the Debtor imposes tolls.
"Traffic Facilities" means any of the following facilities for which 1968 Resolution Bonds or
bonds or other obligations shall be issued by the Debtor under the provisions of the 1998
Resolution the cost of which facilities paid from the proceeds of such bonds or other obligations
shall not have been reimbursed to the Debtor from funds not encumbered by the 1998 Resolution
or the 1968 Resolution:
( 1) roads, avenues, streets, thoroughfares, speedways, bridges, tunnels, channels, stations,
terminals and any other land or water facilities necessary or desirable in connection
with the movement of persons, freight, vehicles or vessels;
(2) parking lots and structures and other facilities necessary or desirable in connection
with parking, loading or unloading of all kinds of vehicles or vessels; and
(3) all property rights, easements, and interests therein necessary or desirable for the
construction, maintenance, control, operation or development of such traffic facilities.

I
I

I
I

I
7 10972992 1445801 0
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Desc:

2014004847
REGISTRO 0£
lS,\CC IOHES COMER!'.'!'. '

- . •, 1

UCC FINANCING STATEMENT
FOLLOW INSTRUCTIONS
A. NAME & PHONE OF CONTACT AT FllER (optional)

1 - - - - - - - - - - - - - - -- - - - -- - - -- -- - B. E·MAJL CONTACT AT FILER {optbnal)
,C. SEND ACKNOWLEDG'-ENT TO: ("8me and Address)

'
L

7

Corporation Service Company
801 Adlai Stevenson Drive

Springfield, IL 62703

J

•

THE ABOVE SPACE IS FOR Fll.lNO OFFICE USE ONLY

1. DEBTOR'S NAME: Provide only QM Deblor name ( 1a o, 1b) ("1e 1111ct. full naM; do not om~, mcolfy c, abbra.labl any pa1 cf Iha Debien, name); hny part of tho lndlvld, al Debtor'•
08ffl8 wiR l!Ol lilln II/le lb, leawall cf llem 1 blank.

c:t1ecJ< "9re

aJYJ pro,lda the lmiivldual Oobto· in/osrnaUon In il6111 10 of lne Flnanoing Statument Adelendum (Form UCC1Ad)

1n. ORGJ.NIZATIO!ll'S NAME

PUERTO RICO HIGHWAYS AND TRANSPORTATION AUTHORITY

OR

1b. INOMOUAI.'S SURNAME

1c. MAJLING ADDRESS

FIRST PERSONAL NAM);

ADOITIONAL NAIAE{S~INlllAL(S)

CTV

STATE

San Juan

Minillas Government Center, South Building

PR

I00921

SUFFIX

COUNTRY

POSTAL COOE

USA

2. DEBTOR'S NAME: Provide only QQll Doblor neme (2s or 2b) (use encl full name: do not omit, 11100ify, or sll!Jrewils any part ol lhe Delllor's namo): If any part of lh~ lndm<tual Deblcts
name will nd tit In 6re <1>. """'8 ol of l orn 2 blank. cneck ~.ere

O and ,:,o.id• lho lndivicual Oeblor in!o,matlon In Item 1O of lhe Flnonclng Slalem0n1 Md<>ndum (Fonr UCC1Ad)

2a. ORGANlZATION'S NAME
OR
2~ INOMDUAl.'S SURNAME

2c MAILING ADDRESS

3 SECURED PARTY'S NAME
la ORGANIZATION'S NAME
OR

·• -

FIRST PERSONAL NAME

ADDITIONAL NAME(S)'INITIAL(S)

C,TY

STATE

(or NAME o1 ASSIGNE!i cl ASSIGl'ICR SECURED PARTY)·

I

SUFFIX

CDUmRY

POST AL CODE

Provoo only !lQ!l Soeuted Pany name t•e
. or Jt,J

HOLDERS OF ALL BONDS ISSUED UNDER THE 1998 RESOLUTION •
Jb 'NDMCUAl.'S SURNAME

FIRST PERSONAi. NAME

·-

A..--

Jc MAILING ADDRESS

One Wall Street

ADDITIONAL NAIIIE(SYJNITW.(S)

- --- ----

CITY

STATE

NY

New York

I

SUFFIX

-

COUl<ITRY

POSTAL COOE

10286

USA

4. COLLATERAL: This tn:>ndr.G llllltament C<MITS 11,e foDOIOing collateral:

- - REFER TO EXHIBIT A ATTACHED HERETO, INCORPORATED HEREIN BY REFERENCE AND MADE A
PART HEREOF.
Exhibit A attached hereto consists of two pages. -

•

HOLDERS OF ALL BONDS ISSUED UNDER RESOLUTION 98-06 ADOPTED BY THE PUERTO RICO

HIGHWAYS AND TRANSPORTATION AUTHORITY ON FEBRUARY 26, 1998, TOGETHER WITH ALL
AMENDMENTS THERETO THEREAFTER AS THEREIN PERMITTED

5 . CheCkQ!l!,:i if "PP~<'jjbie a nd Cl'le~ruJ!J. Ofle bole COJlatcrat 19

D

had tn

i

T•u5t hr:!:! UCClAd. itum t7 anu fos1ruc1n,~j

6a Cllcck QJlY ii aoijlcubto ond Cllecic ll!W or;e bOx:

t8:J PubUc-Frnance t ,ansacucn
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EXHIBIT A
TO
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Desc:

-·7 PM 2: 59

UNIFORM COMMERCIAL CODE FINANCING STATEMENT
DEBTOR:
PUERTO RICO HIGHWAYS AND TRANSPORTATION AUTHORITY
Minillas Government Center, South Building
San Juan, Puerto Rico 00921
SECURED PARTY:
HOLDERS OF ALL BONDS ISSUED UNDER RESOLUTION 98-06 ADOPTED BY THE
PUERTO RICO HIGHWAYS AND TRANSPORTATION AlITHORITY ON FEBRUARY 26,
1998, TOGETBER WITH ALL AMENDMENTS THERETO THEREAFTER AS THEREIN
PERMITTED
One Wall Street
New York, New York 10286

I
I
I
I
I
I
I
I

COLLATERAL DESCRIPTION
Pursuant to that certain Resolution No. 98-06 adopted on February 26, 1998 (as the same
may be amended or supplemented from time to time, the "1998 Resolution"), all of the Debtor's
right, title and interest in and to (a) all ''Revenues," which include, without limitation, (i) all
moneys received by the Debtor on account of the crude oil tax allocated to the Debtor by Act No.
34, approved July 16, 1997, as amended, (ii) all Existing Tax and Fee Revenues upon the repeal
and cancellation of the 1968 Resolution, (iii) any tolls or other charges imposed by the Debtor
for the use of any of the Toll Facilities other than Existing Toll Facilities Revenues received by
the Debtor prior to the repeal and cancellation of the 1968 Resolution and (iv) the proceeds of
any other taxes, fees or charges which the Legislature of Puerto Rico has allocated or may in the
future allocate to the Debtor and has expressly authorized or in the future expressly authorizes
the Debtor to pledge to the payment of the principal of and interest on bonds or other obligations
of the Debtor and which are pledged by the Debtor to the payment of the principal of and interest
on bonds or other obligations issued under the provisions of the 1998 Resolution, and investment
earnings on deposits to the credit of funds established under the provisions of the 1998
Resolution, (b) the Puerto Rico Highways and Transportation Authority Transportation Revenue
Bonds Interest and Sinking Fund (and all accounts created therein by or pursuant to the 1998
Resolution, including without limitation, the " Senior Bond Service Account," "Senior Bond
Redemption Account," and "Senior Bond Reserve Account"), the Puerto Rico Highways and
Transportation Authority Subordinated Transportation Revenue Bonds Interest and Sinking Fund
(and all accounts created therein by or pursuant to the 1998 Resolution, including without
limitation, the "Subordinated Bond Service Account'' and "Subordinated Bond Redemption
Account"), the Puerto Rico Highways and Transportation Authority Subordinated Transportation
Revenue Bonds Reserve Fund (and all accounts created therein by or pursuant to the 1998
Resolution), the Puerto Rico Highways an<l Transportation Authority Transportation Revenue
Fund (and all accounts created therein by or pursuant to the 1998 Resolution) and the Puerto
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R:ico Highways and Transportation Authority Transportation Constructioi1'Fillfil;l~-s'peciaFffirld ·
created and designated by th<: 1998 Resolution and all other accounts an~ ~ ~,,c r~~te~~y S9
1
pursuant to the 1998 Resolution; and (c) all proceeds and products of the foregoing.'

f

When used herein, the following terms have the following meanings:
"1968 Resolution" means Resolution No. 68-18 adopted by the Debtor on June 13, 1968, as
amended by supplemental ·resolutions of the Debtor adopted on February 17, 1972, October 29,
1990, June 23, 1992, July 15, 1993 (effective September 8, I 993) and August 10, 1993, together
with all amendments thereto thereafter as therein permitted.
"1968 Resolution Bonds" means all bonds issued under the 1968 Resolution.
"Existing Tax and Fee Revenues" means ( l) the proceeds of the sixteen cents a gallon tax
imposed on gasoline and one-halfofthe eight cents per gallon tax imposed on gas oil and diesel
oil imposed by Subtitle B of Act No. 120, approved October 31, 1994, as a.mended, and allocated
to the Debtor by Act No. 223 of November 30, I 995, as amended, and by said Act's predecessor
statutes and (2) the proceeds of the $15 increase per vehicle of annual motor vehicle license fees
imposed by the Commonwealth of Puerto Rico and allocated to the Debtor by Act No. 9,
approved August 12, 1982.
"Existing Toll Facilities Revenues" means the tolls or other charges imposed by the Debtor for
the use of any Traffic Facilities financed in whole or in part by the issuance of 1968 Resolution
Bonds, including any extensions, betterments or improvements to such Traffic Facilities added
after the issuance of bonds under the provisions of Section 207 of the 1998 Resolution however
financed or otherwise paid for.
"Toll Facilities" means any Traffic Facilities for which the Debtor imposes tolls.
"Traffic Facilities" means any of the following facilities for which 1968 Resolution Bonds or
bonds or other obligations shall be issued by the Debtor under the provisions of the 1998
Resolution the cost of which facilities paid from the proceeds of such bonds or other obligations
shall not have been reimbursed to the Debtor from funds not encumbered by the 1998 Resolution
or the 1968 Resolution:

(l) roads, avenues, streets, thoroughfares, speedways, bridges, tunnels, channels, stations,
terminals and any other land or water facilities necessary or desirable in connection
with the movement of persons, freight, vehicles or vessels;
(2) parking lots and structures and other facilities necessary or desirable in connecti on
with parking, loading or unloading of all kinds of vehicles or vessels; and
(3) aJI property rights, easements, and interests therein necessary or desirable for the
construction, maintenance, control, operation or development of such traffic facilities.

7 10972992 144580 10
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FOLLOW INSTRUCTIONS
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A. NAME & PHONE OF CONTACT AT FILER (optional)
B. E~IL CONTACT AT FILER (opllonal)
C. SEND ACKNOWLEDGMENT TO: (Name and Address)

i

7

Corporation Service Company
801 Adlai

Stevenson Drive

Springfield, IL 62703

L
1.

_J

..

THE ABOVE SPACE IS FOR RUNG OFACE USE ONLY
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O and provide Illa lndMdual DebtorlnfoonaUoo In ijom 10 ol lbe Financing Statement Adoen<1um (Form UCC1Ad)
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1a ORGANIZATION'S NAME

PUERTO RICO HIGHWAYS AND TRANSPORTATION AUTHORITY
OR

1b. rNOMOUAl'S SURNAME

1e MAJUNC ADDRESS

Minillas Government Center, South Building

FIRST PERSONAL NAUE

ADDITIONAL NAME(SYIMTIAl.(S)

CITY

STATE

San Juan

PR

SVFFl:C

I
I
I

COlMRY

' POSTAi.CODE

00921

USA
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3
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l:>OSTM.COOE

SECURED PARTY'S NAME t or NAME ot ASSIGNEE of ASSIGNOR SECURED PNHYJ· ProY1ae or.ly lllll Searsed Parly 119,na (la or 31>)
3a ORGANIZAllON'S NAME

HOLDERS OF ALL BONDS ISSUED UNDER THE 1998 RESOLUTION*
OR

3b 11\'0MOUAl'S SURNAME

.

Jt MAILING ADDRESS

One Wall Street

FIRST PERSONAL NAAlE

ADDITIONAL NAME(S)IINITIALCS)

CITY

STAle

New York.

NY

I

SUFFIX

POSTAL CODE
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4. COLLATERAL: This foanelng s latornent co111>rs lhefolh>i,ong calhlteral:

--REFER TO EXHIBIT A ATTACHED HERETO, INCORPORATED HEREIN BY REFERENCE AND MADE A
PART HEREOF. -

-- Exhibit A attached hereto consists of one page. • HOLDERS OF ALL BONDS ISSUED UNDER RESOLUTION NO. 98-06, ADOPTED BY THE PUERTO RICO
HIGHWAYS AND TRANSPORTATION AUTHORITY ON FEBRUARY 26, 1998, TOGETHER WITH ALL
AMENDMENTS THERETO THEREAFTER AS THEREIN PERMITTED
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EXHIBIT A
TO
UNIFORM COMMERCIAL CODE FINANCING STA TEMENT

DEBTOR:
PUERTO RICO HIGHWAYS AND TRANSPORTATION AUTHORITY
Minillas Government Center, South Building
San Juan, Puerto Rico 00921
SECURED PARTY:
HOLDERS OF ALL BONDS ISSUED UNDER RESOLUTION NO. 98-06, ADOPTED BY
THE PUERTO RICO HIGHWAYS AND TRANSPORTATION AUTHORITY ON
FEBRUARY 26, 1998, TOGETHER WITH ALL AMENDMENTS THERETO THEREAFTER
AS TIIEREIN PERMITTED
One Wall Street
New York, New York 10286
COLLATERAL DESCRIPTION
The Puerto Rico Highways and Transportation Authority (the "Authority") has executed
and delivered a certain Security Agreement dated as of February 7, 2002 and has granted to the
holders of all bonds issued under the Authority's Resolution No. 98-06, adopted on February 26,
1998, as amended (the "Resolution"), a security interest in (i) all Revenues (as defined in the
Resolution) of the Authority, (ii) the Puerto Rico Highways and Transportation Authority
Transportation Revenue Bonds Interest and Sinking Fund, as such term is defined in the
Resolution (and all accounts therein maintained under the Resolution), (iii) the Puerto Rico
Highways and Transportation Authority Transportation Revenue Fund, as such term is defined in
the Resolution (and all accounts therein maintained under the Resolution), and (iv) all amounts
on deposit and required to be on deposit therein by the terms of the.Resolution including all
proceeds and all after-acquired property, subject to application as permitted by the Resolution.
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-REFER TO EXHIBIT A ATTACHED HERETO, INCORPORATED HEREIN BY REFERENCE AND MADE A
PART HEREOF. -

- Exhibit A attached hereto consists of one page. * HOLDERS OF ALL BONDS ISSUED UNDER RESOLUTION NO. 98-06, ADOPTED BY THE PUERTO RICO
HIGHWAYS AND TRANSPORTATION AUTHORITY ON FEBRUARY 26, 1998, TOGETHER WITH ALL
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TO
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UNIFORM COMMERCIAL CODE FINANCING STATEMEN1 I ) ·

Desc:

00

DEBTOR:
PUERTO RICO HIGHWAYS AND TRANSPORTATION AUTHORITY
Minillas Government Center, South Building
San Juan, Puerto Rico 00921
SECURED PARTY:
HOLDERS OF ALL BONDS ISSUED UNDER RESOLUTION NO. 98-06, ADOPTED BY
THE PUERTO RICO HIGHWAYS AND TRANSPORTATION AUTHORITY ON
FEBRUARY 26, 1998, TOGETHER WITH ALL AMENDMENTS THERETO THEREAFTER
AS THEREIN PERMITTED
One Wall Street
New York, New York 10286
COLLATERAL DESCRIPTION
The Puerto Rico Highways and Transportation Authority (the "Authority") has executed
and delivered a certain Security Agreement dated as of February 7, 2002 and has granted to the
holders of all bonds issued under the Authority's Resolution No. 98-06, adopted on February 26,
1998, as amended (the "Resolution"), a security interest in (i) all Revenues (as defined in the
Resolution) of the Authority, (ii) the Puerto Rico Highways and Transportation Authority
Transportation Revenue Bonds interest and Sinking Fund, as such term is defined in the
Resolution (and all accounts therein maintained under the Resolution), (iii) the Puerto Rico
Highways and Transportation Authority Transportation Revenue Fund, as such tenn is defined in
the Resolution (and all accounts therein maintained under the Resolution), and (iv) all amounts
on deposit and required to be on deposit therein by the terms of the.Resolution including all
proceeds and all after-acquired property, subject to application as permitted by the Resolution.
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TRANSLATION CERTIFICATION

County of New York
State of New York
Date: July 20, 2016

To whom it may concern:
This is to certify that the attached translation from Spanish into English is an accurate
representation of the documents received by this office.
The documents are designated as:
 COMMONWEALTH OF PUERTO RICO; Administrative Bulletin No. OE-2015-046

Riley Russell, Project Manager in this company, attests to the following:
“To the best of my knowledge, the aforementioned documents are a true, full and accurate
translation of the specified documents.”

Signature of Riley Russell

WI-44, 6/25/2015, Rev 0
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COMMONWEALTH OF PUERTO RICO
LA FORTALEZA
SAN JUAN, PUERTO RICO
Administrative Bulletin No. OE-2015-046
EXECUTIVE ORDER ISSUED BY THE GOVERNOR OF THE COMMONWEALTH
OF PUERTO RICO, HON. ALEJANDRO J. GARCIA PADILLA, ORDERING THE
WITHHOLDING OF FUNDS COLLECTED FOR THE HIGHWAYS AND
TRANSPORTATION AUTHORITY OF PUERTO RICO, THE INFRASTRUCTURE
FINANCE AUTHORITY, THE METROPOLITAN BUS AUTHORITY, THE
INTEGRATED TRANSIT AUTHORITY AND THE PUERTO RICO
CONVENTIONS DISTRICT AUTHORITY FOR THE PURPOSE OF HONORING
PAYMENT OF THE PUBLIC DEBT.

WHEREAS: Section 8 of Article VI of the Constitution of the Commonwealth of Puerto Rico
states that “when available revenue in any fiscal year is insufficient to meet the
approved appropriations made for that year, interest on the public debt and
amortization thereof shall first be paid, and other disbursements shall
thereafter be made in accordance with the order of priorities established by law.”
WHEREAS: The Commonwealth of Puerto Rico has the responsibility and the duty to
guarantee the public health, safety, education and welfare of its citizens by
exercising its power of national interest.
WHEREAS: This Administration has taken unprecedented measures to address the fiscal
crisis that the country is going through by reducing government spending,
increasing revenue and making structural changes. In addition, in June of this
year, the Working Group for the Fiscal and Economic Recovery of Puerto Rico
was created, which developed a five-year Fiscal and Economic Growth Plan.
WHEREAS: On October 21, 2015, the administration of the President of the United States,
the Hon. Barack Obama, asked Congress to provide a legal framework to the
Commonwealth of Puerto Rico that would allow it to address its financial
obligations in a comprehensive and ordered fashion. Nevertheless, Congress did
not pass any legislation in this regard.
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WHEREAS: Despite all of the efforts made, the Secretary of the Treasury and the Director of
the Office of Management and Budget certified that the cash flow projection for
the current fiscal year is not enough to pay the public debt according to its
maturity date, and to continue covering the expenses necessary to safeguard
public health, safety, education and welfare.
WHEREAS: The updated cash flow projection included actual revenue collected to date, a
revised revenue projection until the end of the current fiscal year, and an
estimate of the expenditures necessary to sustain essential services required to
protect the health, safety, education and welfare of the country’s residents.
WHEREAS: In light of this situation, the Commonwealth of Puerto Rico does not have the
necessary resources to honor its public debt payments and also guarantee
essential public health, safety, education and welfare services.
THEREFORE: I, ALEJANDRO J. GARCIA PADILLA, Governor of the Commonwealth of Puerto
Rico, by virtue of the powers vested in me and the authority granted to me by the
Constitution of the Commonwealth of Puerto Rico, hereby order the following:
FIRST: The Secretary of the Treasury is hereby ordered to withhold the revenue allocated
to:
a. The Highways and Transportation Authority of Puerto Rico [Autoridad de
Carreteras y Transportación] (ACT) for the payment of certain ACT obligations
under Section 3060.11 of Law No. 1-2011, as amended, and Section 2301 of Law
No. 22-2000, as amended;
b. The Infrastructure Financing Authority [Autoridad para el Financiamiento de la
Infraestructura] (AFI) for the payment of certain AFI obligations under Article 25
of Law No. 44 of June 21, 1988, as amended, and Section 3060.11A of Law 1-2011,
as amended;
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c. The Metropolitan Bus Authority [Autoridad Metropolitana de Autobuses] (AMA)
for the payment of certain AMA obligations under Section 3060.11 of Law No. 12011, as amended; and
d. The Integrated Transit Authority [Autoridad de Transporte Integrado] (ATI) for
the payment of certain ATI obligations under Section 3060.11 of Law No. 1-2011,
as amended.
SECOND: The Tourism Company of Puerto Rico is hereby ordered to transfer all monies
collected and used by virtue of Article 24 of Law No. 272- 2003, as amended, to the
Treasury Department for the payment of certain obligations of the Puerto Rico
Conventions District Authority described in Article 31, Section A of said law.
THIRD: The Department of the Treasury shall retain only those funds necessary to make the
corresponding payments on the public debt, while continuing to provide essential
services to safeguard the public health, safety, education and welfare of the
residents of Puerto Rico. The revenue mentioned above constitutes available
resources subject to Article VI, Section 8, of the Constitution of the Commonwealth
of Puerto Rico. The withholding shall not affect those funds necessary for agency
operations. These funds shall be kept in a separate account and shall be used only
to make public debt payments as they become due. If it is not necessary to use all of
the funds withheld, they shall be sent to the appropriate publicly-owned
corporation to pay its respective obligations.

FOURTH: REPEAL: This Order hereby voids any other Executive Order that is either fully or
partially inconsistent with this Executive Order, to the extent of said inconsistency.

FIFTH: FORCE AND PUBLICATION. This Executive Order shall immediately enter into full
force and effect. It is ordered to be published and circulated as widely as possible.
IN WITNESS THEREOF, I issue this Executive Order under my signature and I affix
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the Great Seal of the Commonwealth of Puerto Rico, in San Juan, Puerto Rico, today, the
30th of November of 2015.

____________[signature]____________________
ALEJANDRO J. GARCIA PADILLA
GOVERNOR

Issued in accordance with the law, today, the 30th of November of 2015.

[illegible seal]

____________[signature]____________________
VICTOR A. SUAREZ MELENDEZ
SECRETARY OF STATE DESIGNATE
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COMMONWEALTH OF PUERTO RICO
LA FORTALEZA
SAN JUAN, PUERTO RICO

Administrative Bulletin No. OE-2015-049
EXECUTIVE ORDER FROM THE GOVERNOR OF THE COMMONWEALTH OF
PUERTO RICO, THE HON. ALEJANDRO J. GARCIA PADILLA, TO DELEGATE TO
THE DIRECTOR OF THE OFFICE OF MANAGEMENT AND BUDGET THE
BUDGETARY ADMINISTRATION POWERS DESCRIBED IN ARTICLE 4 (C), (D)
AND (E)(5) OF LAW NO. 147 OF JUNE 18, 1980, AS AMENDED; TO ORDER THE
WORKING GROUP FOR THE FISCAL AND ECONOMIC RECOVERY OF PUERTO
RICO, IN CONSULTATION WITH THE SECRETARY OF THE TREASURY, TO
ESTABLISH GUIDELINES FOR MANAGING CASH FLOW; TO INSTRUCT THE
SECRETARY
OF THE
TREASURY
IN
REGARD
TO
MANAGING
DISBURSEMENTS; AND TO INSTRUCT ALL OF THE HEADS OF
GOVERNMENTAL AGENCIES WITHIN THE EXECUTIVE BRANCH TO
PRIORITIZE THEIR EXPENDITURES IN ACCORDANCE WITH ARTICLE 4(C) OF
LAW NO. 147 OF JUNE 18, 1980, AS AMENDED.

WHEREAS:

On November 30 of this year, Administrative Bulletin No. OE-2015-046 was
approved, which activated Section 8 of Article VI of the Constitution of the
Commonwealth of Puerto Rico and ordered the withholding of certain revenues
corresponding to the Highway and Transportation Authority of Puerto Rico, the
Infrastructure Financing Authority, the Metropolitan Bus Authority, the
Integrated Transit Authority and the Puerto Rico Convention District Authority.

WHEREAS:

Article 1 of Law No. 104 of June 28, 1956, as amended, states that, through a
proclamation or administrative bulletin, the Governor is authorized to delegate to
any official within the Executive Branch whose appointment requires the
confirmation of the Senate or to any member of his team of deputies, those
functions and duties that the law imposes and the delegation of which is not
contrary to specific provisions of the law of the Constitution of the
Commonwealth.

WHEREAS:

Article 4, paragraph (c) of the Organic Law of the Office of Management and
Budget, Law No. 147 of June 18, 1980, as amended (OMB Act), states that the
Governor, or by delegation the Director of the Office of Management and Budget
(OMB Director), shall proceed in accordance with the system of priorities
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established therein following the activation of Section 8 of Article VI of the
Constitution of the Commonwealth of Puerto Rico.
WHEREAS:

Article 4, paragraph (d) of the OMB Act states that the Governor, or the OMB
Director if delegated by the Governor, will submit to the Presidents of the Senate
and the House of Representatives, as well as to the Treasury Commissions of both
legislative bodies, a detailed report of the adjustments that have been necessary to
balance the budget in light of the available resources for the current fiscal year.

WHEREAS:

Article 4, paragraph (e)(5) of the OMB Act states that the Governor, or the OMB
Director if delegated by the Governor, may establish budgetary reserves and
restrict those resources that are at the disposal of government entities in the
manner that they see fit, when deemed necessary in the course of executing and
controlling the budget, independently of the circumstances established in
paragraphs (c) and (d) of Article 4.

WHEREAS:

Administrative Bulletin No. OE-2015-022, as amended, created the Working
Group for the Fiscal and Economic Recovery of Puerto Rico (Working Group),
which presented a draft of its Economic and Fiscal Growth Plan on September 9,
2015.

WHEREAS:

The Working Group is responsible for continuing its efforts to address the fiscal
challenges facing the government of the Commonwealth of Puerto Rico.

WHEREAS:

This Administration is firmly committed to making the best possible use of the
scarce economic resources of the Commonwealth of Puerto Rico and to
guaranteeing the Country the supply of essential services.

THEREFORE: I, ALEJANDRO J. GARCIA PADILLA, Governor of the Commonwealth of Puerto
Rico, by virtue of the powers vested in me and the authority granted to me by the
Constitution of the Commonwealth of Puerto Rico, hereby order the following:
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FIRST:

The powers of budgetary administration provided for in sections (c), (d) and (e)(5)
of Article 4 of the OMB Act are hereby delegated to the OMB Director. In
accordance with these powers, the Director shall make any budget adjustments
necessary in the allocations contained in the Budget in order to match them with
available resources. He is also instructed to proceed with the presentation of the
report on the adjustments made in accordance with available resources as required
by sections (c), (d) and (e)(5) of Article 4 of the OMB Act. The OMB Director will
be guided by the system of priorities for budgetary adjustments established by
virtue of the powers specified in Article 4, section (c) of the OMB Act, for the
purpose of guaranteeing essential services and ensuring the proper functioning of
the Government of the Commonwealth of Puerto Rico.

SECOND:

The Working Group is hereby ordered to establish some guidelines, in
consultation with the Secretary of the Treasury Department, to manage the flow
of cash and to make disbursements of available funds for the current fiscal year,
taking into consideration, among other factors, the budgetary adjustments made
by the Director of the OMB in compliance with the FIRST RECITAL of this
Administrative Bulletin.

THIRD:

The Secretary of the Department of the Treasury is instructed to manage cash flows
and to make the disbursements of available funds for the current fiscal year in line
with the guidelines established by the Working Group, in consultation with the
Secretary of the Treasury Department, in compliance with the SECOND RECITAL
of this Administrative Bulletin.

FOURTH:

All of the heads of government agencies are instructed to prioritize the
expenditures of their entities in accordance with the priorities and budgetary
adjustments set forth by the Director of the OMB and the guidelines established
by the Working Group, according to the delegation established in the FIRST AND
SECOND RECITALS of this Administrative Bulleting.

FIFTH:

The adjustments and measures taken under this Executive Order will be in force
until June 30, 2016, unless the circumstances which gave rise to the Order should
change, and upon
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recommendation by the Working Group to the Governor, who may abide by the
recommendation.
SIXTH:

ANNULMENT: This Order hereby annuls and voids any other Executive Order
that is incompatible with it, to the extent of said incompatibility.

SEVENTH:

FORCE AND PUBLICATION. This Executive Order shall enter into force
immediately. It is ordered to be published and disseminated as widely as possible.
IN WITNESS THEREOF, I issue this Executive Order under my signature and I
affix hereon the Great Seal of the Commonwealth of Puerto Rico, in San Juan,
Puerto Rico, today, the 8TH of December of 2015.

[Great Seal
of Puerto
Rico]

_

[signature]

ALEJANDRO J. GARCIA PADILLA
GOVERNOR

Enacted in accordance with the law, today, December 8, 2015.

_

[signature]

VICTOR A. SUAREZ MELENDEZ
SECRETARY OF STATE DESIGNATE
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COMMONWEALTH OF PUERTO RICO
LA FORTALEZA
SAN JUAN, PUERTO RICO
Administrative Bulletin No. OE-2016-018
EXECUTIVE ORDER FROM THE GOVERNOR OF THE COMMONWEALTH OF
PUERTO RICO, THE HON. ALEJANDRO J. GARCIA PADILLA, UNDER THE
AUTHORITY OF ARTICLES 201 AND 202 OF LAW NO. 21-2016, KNOWN AS THE
“EMERGENCY MORATORIUM AND FINANCIAL REHABILITATION OF PUERTO
RICO ACT,” TO DECLARE A PERIOD OF EMERGENCY FOR THE HIGHWAYS
AND TRANSPORTATION AUTHORITY OF PUERTO RICO (THE “ACT”), UNTIL
JUNE 30, 2016; TO SUSPEND THE OBLIGATION OF THE ACT TO TRANSFER TO
OR DEPOSIT WITH FINANCIAL INSTITUTIONS OR ANY OTHER ENTITY
ACTING AS A FISCAL COLLECTIONS AGENT THE REVENUES FROM THE
TOLLS AND ANY OTHER REVENUES RECEIVED, AND TO ORDER THE
IMPLEMENTATION OF OTHER MEASURES THAT ARE REASONABLE AND
NECESSARY TO BE ABLE TO CONTINUE TO PROVIDE ESSENTIAL SERVICES TO
PROTECT THE HEALTH, SAFETY AND WELFARE OF THE RESIDENTS OF THE
COMMONWEALTH OF PUERTO RICO.

WHEREAS:

On April 6, 2016, I signed Law 21-2016, known as the “Emergency Moratorium
and Financial Rehabilitation of Puerto Rico Act” (the “Act”). The terms beginning
with a capital letter in this Executive Order, and which are not defined herein, will
have the meanings given to them in the Act.

WHEREAS:

Article 108 of the Act establishes that during the Covered Period, the Governor
must place a priority on essential services over payment of the debit, not only to
provide for the health, safety and welfare of the residents of the Commonwealth
of Puerto Rico (the “Commonwealth”), but also to avoid additional economic
contraction and a fiscal and humanitarian crisis which in the end would materially
worsen the recovery of Puerto Rican bonds by creditors.

WHEREAS:

On April 8, 2016, backed by Articles 201 and 203 of the Act, I enacted
Administrative Bulletin No. OE-2016-10 (“OE-2016-10”) to declare a Period of
Emergency for the Governmental Development Bank of Puerto Rico (Banco
Gubernamental de Fomento para Puerto Rico, or “GDB”), establish restrictions on the
withdrawal of deposits from the GDB and to implement other reasonable and
necessary measures to allow the GDB to continue to carry out its operations. On
April 30, 2016, pursuant to Articles 201 and
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202 of the Act, I enacted Administrative Bulletin No. OE-2016-14 (“OE-2016-14”),
to declare a moratorium on the payment of certain obligations of the GDB and to
implement other measures that were reasonable and necessary to continue to be
able to protect the health, safety and welfare of residents of the Commonwealth,
among other things.
WHEREAS:

The fiscal crisis that the Commonwealth is undergoing has substantially affected
various public entities and operations, including, but not limited to, the Highways
and Transportation Authority of Puerto Rico (“HTA”).

WHEREAS:

Historically, the HTA has had different sources of revenues and liquidity to use to
provide essential services to residents of the Commonwealth, including
maintaining and operating the highways, bridges and freeways of Puerto Rico.
Said sources of revenue and liquidity have primarily consisted of: (1) revenues
derived from tolls and other fees charged by the HTA for the use of its traffic
facilities (Toll Revenues); (2) revenues received from the gasoline tax which goes
to the HTA as stipulated by Law No. 75 of June 23, 1965; (3) revenues received
from certain taxes on gasoline, gas oil and diesel oil which are earmarked for the
HTA under Law No. 223 of November 30, 1995; (4) revenues received from a
special annual charge on motor vehicle licenses allocated to the HTA in accordance
with Law No. 34 of July 16, 1997 (the revenues referred to in sections (1) through
(5) above of this Recital will hereafter collectively be referred to as the “Resolutions
68 & 98 Revenues”); (6) revenues from cigarette taxes, motor vehicle licensing fees
and surplus oil taxes allocated to the HTA in accordance with Laws No. 30 and 31,
both approved on June 25, 2013 (collectively, “Laws 30 & 31 Revenues”); (7)
liquidity stemming from an agreement with the GDB through which the GDB
granted loans to the HTA; (8) funds received by the HTA from the Federal
Government through federal highway assistance programs under Title 23 of the
United States Code (“Federal Highway Revenues”); and (9) funds received for the
HTA from the Federal Government through federal transportation

2

Case:20-00005-LTS Doc#:1-7 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit G Page 12 of 16

Desc:

assistance programs under Title 23 of the United States Code (“Federal
Transportation Funds”). As a consequence of the fiscal crisis affecting the
Commonwealth, the availability of these revenues, funds and sources of liquidity
has declined significantly over the past six (6) months.
WHEREAS:

Previously, the HTA would issue bonds under Puerto Rican Highway Authority
Resolution No. 68-18, approved on June 13, 1968 (which authorizes and guarantees
the HTA’s Highway Revenue Bonds) and HTA Resolution No. 98-06, approved on
February 26, 1998 (which authorizes and guarantees the HTA’s Transportation
Revenue Bonds) (together, “Resolutions 68 & 98”). On November 30, 2015, under
the authority of Section 8 of Article VI of the Constitution of the Commonwealth
of Puerto Rico, I approved Administrative Bulletin No. OE-2015-046 (“OE-2015046”), which, among other things, ordered the Secretary of the Treasury of Puerto
Rico to withhold the revenues allocated to the HTA and to redirect them toward
the payment of the Commonwealth’s public debt and to guarantee essential
services for the residents of the Commonwealth (the “Withheld HTA Funds”). The
principal and interest on the bonds issued with the backing of Resolutions 68 & 98
are guaranteed in part and are payable in part from the Withheld HTA Funds. The
Toll Revenues, which are not withheld funds subject to OE-2015-046, also
guarantee part of the debt issued under Resolutions 68 & 98. According to
Resolutions 68 & 98, any surplus related to the Withheld HTA Funds and the Toll
Revenues after the required deposits are made and after repaying the debt service
should be returned to the HTA to cover its operating expenses. After the
enactment of OE-2015-046, which orders the withholding of the Withheld HTA
Funds, the HTA experienced a significant reduction in liquidity, which was
exacerbated by the fact that the HTA, in compliance with Resolutions 68 & 98,
continued to send all of its Toll Revenues to the trustee of the bonds to service the
debt issued under Resolutions 68 & 98.

WHEREAS:

The HTA and the GDB are parts of a certain Loan Agreement, dated August 28,
2013, through which the HTA obtained a non-rotating GDB credit line (the “GDB
Loan”). As a condition of the GDB Loan, the HTA and the GDB executed an
Assignment and Security Agreement, signed on the same day, through which the
HTA ceded to
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the GDB its rights to receive the Revenues from Laws 30 & 31 in order to guarantee
repayment of the GDB Loan and other amounts owed to the GDB. In an effort to
attend to the HTA’s liquidity crisis and to guarantee the continued provision of
essential HTA services to protect the health, safety and well-being of
Commonwealth residents, the GDB and the HTA entered into an agreement by
which the GDB committed to transfer certain funds to the HTA to cover the HTA’s
operational costs and expenses. On April 1, 2016, the GDB informed the HTA that
it no longer had the financial capacity to continue to transfer said funds, creating
an even greater liquidity problem for the HTA, and threatening the continued
provision of services essential for safeguarding the health, safety and welfare of
residents of the Commonwealth and putting at risk the eligibility of the HTA to
receive Federal Highway Funds and Federal Transportation Funds.
WHEREAS:

On April 19, 2016, the HTA amended the Partnership Agreement for Highways
PR-22 and PR-5 with Autopistas Metropolitanas de Puerto Rico, LLC (the
“Concessionaire”), to grant certain rights to the concessionaire. In exchange for
these rights, the Concessionaire made an initial payment of $100 million (the
“Initial Payment”) and would make a deferred payment of $15 million, payable at
the time that certain two-way lanes are built or on June 30, 2017, whichever
happens first. According to Article 17 of Law No. 29-2009, as amended (the “PPP
Law”), the Financial Advisory Authority and Tax Agency of Puerto Rico
(Autoridad de Asesoría Financiera y Agencia Fiscal de Puerto Rico, or “AAFAF”), after
consulting with the Office of Management and Budget (“OMB”), submitted for the
consideration of the Governor a memorandum recommending how the Initial
Payment should be used. The GDB also sent a recommendation on the potential
uses of these funds. On May 9, 2016, after carefully evaluating the
recommendations of the OMB, the GDB and the AAFAF, considering the difficult
liquidity situation of the HTA, the GDB and other government agencies, and by
virtue of the authority conferred by Articles 9(g)(iv) and 17 of the PPP Law, the
Governor authorized the funds to be used to pay for essential services, as proposed
by the AAFAF and the OMB.
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This situation has caused a public emergency which merits the declaration, under
Article 201of the Act, of a period of emergency for the HTA and the suspension of
certain obligations of the HTA in order to guarantee the provision of essential
services related to the health, safety and welfare of the residents of the
Commonwealth. This state of emergency will have a brief duration as noted herein
and will not affect the recovery rights of any HTA creditor, since the trustee of the
bonds issued under Resolutions 68 & 98 has received and already has deposited
in advance sufficient funds to cover the payments coming due until next year.

THEREFORE: I, ALEJANDRO J. GARCIA PADILLA, Governor of the Commonwealth of Puerto
Rico, by virtue of the powers vested in me and the authority granted to me by the
Constitution of the Commonwealth of Puerto Rico, hereby order the following:
FIRST:

Pursuant to Article 201 of the Act, I hereby declare a state of emergency for the
HTA and the beginning of a Period of Emergency for the HTA until June 30, 2016,
in order to protect the health, safety and welfare of the residents of the
Commonwealth.

SECOND:

This Executive Order does not declare a Period of Emergency for any other
Governmental Entity except for the HTA, and does not impose a moratorium on
any obligation of the HTA. This Executive Order does not authorize a
Governmental Entity to use funds that were deposited prior to the date of this
Executive Order with a trustee or other custodian for the payment of a Covered
Obligation, nor is it intended to impede the use of said already deposited funds to
pay said Covered Obligation.

THIRD:

Pursuant to Article 201(d) of the Act, I hereby order the suspension of all
obligations on the part of the HTA to transfer Toll Revenues or any other revenues
allocated to or received by the HTA, or to deposit those funds with, any financial
institution or authority acting as a fiscal agent under any resolution through which
the HTA bonds in circulation were issued. This includes the Toll Revenues
corresponding to bonds issued under Resolutions 68 & 98, regardless of when said
funds
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were collected. Hereafter, the HTA is authorized to use Toll Revenues and any
other revenues allocated to or collected by the HTA to continue to provide
essential services to safeguard the health, safety and welfare of residents of the
Commonwealth. This Executive Order does not affect the funds necessary to pay
the obligations mentioned in this paragraph which the HTA has transferred to or
deposited with the relevant trustees to satisfy the payments coming due from now
until next year.
FOURTH:

As per Article 201(b) of the Act, no action whatsoever shall be taken and no claim
or legal proceeding shall be initiated or continued in any court of any jurisdiction
that is related to or arises out of a Covered Obligation of the HTA, including
actions or proceedings related to the obligations mentioned in the THIRD
paragraph of this Executive Order.

FIFTH:

The Executive Director of the HTA is hereby ordered to submit a weekly report to
the Governor which describes in detail the entity’s cash flows.

SIXTH:

SEVERABILITY. This Executive Order shall be interpreted in such a way that it
can maintain its validity, to the extent possible, in accordance with the
Constitution of the Commonwealth of Puerto Rico and the Constitution of the
United States. If any clause, paragraph, sub-paragraphs, provision or part of this
Executive Order should be declared unconstitutional by a court with proper
jurisdiction, the ruling issued by said court in that case would not affect nor
invalidate the rest of this Executive Order. The effect of said ruling would be
limited to the clause, paragraph, sub-paragraph or part of this Executive Order
declared to be unconstitutional and only with respect to the application of that
part to the particular obligation in dispute.

SEVENTH:

RATIFICATION OF OE-2016-10 AND OE-2016-14. This Order hereby ratifies and
confirms OE-2016-10, as amended by OE-2016-14 and OE-2016-14, in all of its
aspects, as modified by this Executive Order, and decrees that both shall expire at
the end of the Covered Period.
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EIGHTH:

ANNULMENT: This Order hereby annuls and voids any other Executive Order
that is incompatible with it, to the extent of said incompatibility.

NINTH:

FORCE AND PUBLICATION. This Executive Order shall enter into force
immediately and shall remain in effect until (i) June 30, 2016 or (ii) the date on
which it is revoked in writing by the Governor, whichever comes first. It is
ordered to be published and disseminated as widely as possible.
IN WITNESS THEREOF, I issue this Executive Order under my signature and I
affix hereon the Great Seal of the Commonwealth of Puerto Rico, in San Juan,
Puerto Rico, today, the 17th of May of 2016.

[Great Seal
of Puerto
Rico]

_

[signature]

ALEJANDRO J. GARCIA PADILLA
GOVERNOR

Enacted in accordance with the law, today, May 17, 2016.

_

[signature]

VICTOR A. SUAREZ MELENDEZ
SECRETARY OF STATE DESIGNATE
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DISCLAIMER
The Financial Oversight and Management Board for Puerto Rico (the “FOMB,” or “Oversight Board”) has formulated this 2019
Fiscal Plan based on, among other things, information obtained from the Commonwealth of Puerto Rico (the “Commonwealth,”
or the “Government”).
This document does not constitute an audit conducted in accordance with generally accepted auditing standards, an examination
of internal controls or other attestation or review services in accordance with standards established by the American Institute of
Certified Public Accountants or any other organization. Accordingly, the Oversight Board cannot express an opinion or any other
form of assurance on the financial statements or any financial or other information or the internal controls of the Government and
the information contained herein.
This 2019 Fiscal Plan is directed to the Governor and Legislature of Puerto Rico based on underlying data obtained from the
Government. No representations or warranties, express or implied, are made by the Oversight Board with respect to such
information.
This 2019 Fiscal Plan is not a Title III plan of adjustment. It does not specify classes of claims and treatments. It neither
discharges debts nor extinguishes liens.
This 2019 Fiscal Plan is based on what the Oversight Board believes is the best information currently available to it. To the extent
the Oversight Board becomes aware of additional information after it certifies this 2019 Fiscal Plan that the Oversight Board
determines warrants a revision of this 2019 Fiscal Plan, the Oversight Board will so revise it.
For the avoidance of doubt, the Oversight Board does not consider and has not considered anything in the 2019 Fiscal Plan as
a “recommendation” pursuant to Section 205(a) (with the exception of that which is described in Sections 12.12 and 12.13, which
were explicitly submitted pursuant to Section 205(a) and are now adopted as appropriate pursuant to Section 201(b)(1)(K)).
Nevertheless, to the extent that anything in the 2019 Fiscal Plan is ever deemed a “recommendation” pursuant to Section 205(a),
the Oversight Board hereby adopts it as appropriate in the 2019 Fiscal Plan pursuant to Section 201(b)(1)(K).
Any statements and assumptions contained in this document, whether forward-looking or historical, are not guarantees of future
performance and involve certain risks, uncertainties, estimates and other assumptions made in this document. The economic
and financial condition of the Government and its instrumentalities is affected by various legal, financial, social, economic,
environmental, governmental and political factors. These factors can be very complex, may vary from one fiscal year to the next
and are frequently the result of actions taken or not taken, not only by the Government, the Oversight Board, and other third-party
entities such as the government of the United States. Examples of these factors include, but are not limited to:
–

Any future actions taken or not taken by the United States government related to Medicaid or the Affordable Care Act;

–

The amount and timing of receipt of any distributions from the Federal Emergency Management Agency and private
insurance companies to repair damage caused by Hurricanes María and Irma;

–

The amount and timing of receipt of any amounts allocated to Puerto Rico and provided under the Community Disaster
Loans Program;

–

The amount and timing of receipt of any additional amounts appropriated by the United States government to address
the funding gap described herein;

–

The timeline for completion of the work being done by the Puerto Rico Electric Power Authority (“PREPA”) to repair
PREPA’s electric system and infrastructure and the impact of any future developments or issues related to PREPA’s
electric system and infrastructure on Puerto Rico’s economic growth;

–

The impact of the measures described herein on outmigration; and

–

The impact of the resolution of any pending litigation in the Title III cases

Because of the uncertainty and unpredictability of these factors, their impact cannot be included in the assumptions contained in
this document. Future events and actual results may differ materially from any estimates, projections, or statements contained
herein. Nothing in this document should be considered as an express or implied commitment to do or take, or to refrain from
taking, any action by the Oversight Board, the Government, or any instrumentality in the Government or an admission of any fact
or future event. Nothing in this document shall be considered a solicitation, recommendation or advice to any person to participate,
pursue or support a particular course of action or transaction, to purchase or sell any security, or to make any investment decision.
By receiving this document, the recipient is deemed to have acknowledged the terms of these limitations. This document may
contain capitalized terms that are not defined herein, or may contain terms that are discussed in other documents or that are
commonly understood. You should make no assumptions about the meaning of capitalized terms that are not defined, and you
should refer questions to the Oversight Board at comments@oversightboard.pr.gov should clarification be required.
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List of Acronyms and Key Terms
Puerto Rico Fiscal Agency and Financial Advisory Authority
(Spanish acronym)
Agricultural Enterprise Development Administration (Spanish acronym)
Administration of Governor Ricardo Rosselló
Fiscal Plan certified April 2018, immediately following Hurricanes Maria and Irma which first set out the major reforms
Puerto Rico Medical Services Administration (Spanish acronym)
Puerto Rico Health Insurance Administration (Spanish acronym)
Comprehensive Annual Financial Report
Compound Annual Growth Rate
Congressional Budget Office
Community Development Bank Grant
Children’s Health Insurance Program (CHIP)
La Corporación de Financiamiento Municipal
Puerto Rico Sales Tax Financing Corporation (Spanish acronym)
Public Corporation for the Supervision and Deposit Insurance of Puerto Rico Cooperatives (Spanish acronym)
Central Office for Recovery, Reconstruction, and Resiliency
Department of Corrections and Rehabilitation
Defined Benefit pension plan
Defined Contribution pension plan
Puerto Rico Department of Economic Development Commerce (Spanish acronym)
Department of Health
Department of Justice
Department of Public Safety
Debt Sustainability Analysis
Earned Income Tax Credit
Employee Retirement System
Municipal Administration Fund
Foreign Direct Investment
The U.S. Federal Government
Federal Emergency Management Agency
Federal Medical Assistance Percentage (FMAP)
Financial Oversight and Management Board for Puerto Rico
Federally Qualified Health Center
Fiscal-Year-To-Date
U.S. Government Accountability Office
Government Development Bank for Puerto Rico
Gross Domestic Product
General Fund
Governor’s Fiscal and Economic Working Group
Gross National Product
Government of Puerto Rico
Governor Ricardo Rosselló
Puerto Rico Department of Treasury
U.S. Department of Health and Human Services
U.S. Department of Housing and Urban Development
Hurricane Irma and Hurricane Maria
Independently Forecasted Component Units
International Monetary Fund
Invest Puerto Rico
Puerto Rico
Key Performance Indicators
Local Education Agency
Fiscal Plan certified by the Financial Oversight and Management Board in March 2017, before Hurricanes Maria and
Irma hit the Island
Maximum Annual Debt service
Managed Care Organizations
Medicaid Fraud Control Units
Medicaid program in Puerto Rico (now called VITAL)
Medicaid Management Information System
Nutrition Assistance Program (Spanish: Programa de Asistencia Nutricional, PAN)
Non-Resident Withholdings
Office of the CFO
Fiscal Plan certified by the Financial Oversight and Management Board in October 2018, updated for 2018 revenue
and expenditure actuals
Office of Management and Budget
Public Private Partnerships
Public Private Partnership Authority
Public Assistance
AAFAF and the Government
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Defined benefit actuarial responsibility program by which agencies and instrumentalities are responsible for paying
their pensions obligations on an annual basis via a “PayGo Charge”
Public Buildings Authority
Medicare Advantage program that also provides Medicaid wraparound services equivalent to Mi Salud / VITAL
program
Program Management Office
Per Member Per Month
Puerto Rico Aqueduct and Sewer Authority
Puerto Rico Convention Center District Authority
Puerto Rico Department of Education
Puerto Rico Energy Bureau
Puerto Rico Emergency Management Agency
Puerto Rico Electric and Power Authority
Puerto Rico Housing Finance Authority
Puerto Rico Highway and Transportation Authority
Puerto Rico Industrial Development Company
Puerto Rico Information Technology Service
Puerto Rico Oversight, Management and Economic Stability Act
Puerto Rico Police Bureau
Puerto Rico Tourism Corporation
Puerto Rico Public Service Commission
Request for Proposal
State Coordinating Officer
Special Revenue Fund
Structural Reform
Sales and Use Tax
State Insurance Fund Corporation
Temporary Assistance for Needy Families
University of Puerto Rico
Workforce Innovation and Opportunity Act
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EXECUTIVE SUMMARY
The people of Puerto Rico need and deserve plentiful good jobs, a dynamic and
prosperous economy, affordable and reliable electricity, and an efficient and responsive public
sector—but have not had any of these things for more than a decade. Instead, since 2005, the
number of people living under the poverty level has increased, the economy has shrunk,
electricity has remained expensive and unreliable, labor market regulations have remained
burdensome—hindering job creation for the people—and the public sector has provided
declining levels of service at a high cost to residents. These problems predate Hurricanes Maria
and Irma and will continue to plague Puerto Rico long after it recovers from the storms unless
a bold set of fiscal and structural reforms are implemented.
Based on much of the Government’s proposed fiscal plan, this 2019 Fiscal Plan for the
Commonwealth (the “2019 Fiscal Plan”) outlines a number of the structural reforms and fiscal
measures that, if implemented by this Government, will help to provide Puerto
Ricans with a positive economic trajectory, a twenty-first century electricity grid,
resilient infrastructure, and a more effective and efficient public sector. Full
implementation of this 2019 Fiscal Plan will also put Puerto Rico on the path to meeting the
core objectives laid out in the Puerto Rico Oversight, Management, and Economic Stability
Act (PROMESA): achieving fiscal responsibility and balance within five years and regaining
access to the capital markets.
Therefore, while this 2019 Fiscal Plan provides for many actions that the Government of
Puerto Rico must take, unless the Government commits to more ambitious reforms,
Puerto Rico will not be able to overcome all of the problems that have plagued its
economy for over a decade, and the Government will have lost a critical window of
opportunity to restore long-term fiscal sustainability and achieve long-term economic growth
and prosperity for the people of Puerto Rico.
*

*

*

Puerto Rico has been mired in an economic and demographic downward spiral
for over a decade. As of April 2018, the economy was $16 billion smaller in real terms and
the population was nearly half a million smaller (largely due to outmigration) than it was in
2005 – trends that, before Hurricane Maria, were projected to continue. 1 Over 40% of the
population lives below the poverty line, and ~47% are dependent on Medicaid for healthcare.
Since Hurricanes Maria and Irma, 5% of the population has left the Island, with another 1.4%
projected to leave annually on average from 2019 to 2024, with the median age on the Island
projected to rise from 42 in FY2018 to 53 by FY2049. Meanwhile, the consolidated
Commonwealth’s outstanding debt and pension liabilities have grown to over $120 billion,
with more than $70 billion in financial debt and more than $50 billion in pension liabilities—
an amount almost twice the size of Puerto Rico’s economy.
These pre-Maria problems are not new and temporary—they are long-standing and structural.
For decades, the private sector has been overly reliant on now expired federal tax advantages
while having to operate in a difficult business climate with poor infrastructure and expensive
and unreliable electricity and transit systems. Other challenges include a public sector that is
significantly larger than that of a typical U.S. state yet often has provided low-quality service,
as well as a labor force participation rate that is among the lowest in the world.
Puerto Rico has also had a fiscal management challenge for years, with actual revenues lower
and actual expenses higher than projected, creating a growing deficit (Exhibit 1). This deficit
is difficult to forecast with certainty, however, because of the protracted delays in issuing
annual audited financial statements, lack of proper fiscal controls, and poor financial
1 The World Bank Group
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management. Puerto Rico has also been in an economic structural decline for over a decade,
which has meant an eroding tax base. Even before Maria, the annual primary deficit was
growing. To finance these primary deficits, Puerto Rico resorted to issuing debt which became
unsustainable. As the Oversight Board began its work in 2016, the Commonwealth was
projected to run structural annual deficits exceeding $7 billion, or $3 billion before debt
service.
EXHIBIT 1: PROJECTED PRE-MARIA DEFICIT BEFORE MEASURES AND STRUCTURAL
REFORMS (PRE- AND POST- CONTRACTUAL DEBT SERVICE)
Puerto Rico pre-Fiscal Plan deficit before Hurricane Maria, $B
0

Net surplus/(deficit) - before contractual debt service
Net surplus/(deficit) - after contractual debt service

-1
-2
-3
FY18-23
cumulative
deficit;
$19.2B

-4
-5
-6
-7
FY18

FY19

FY20

FY21

FY22

FY23

FY18-23
cumulative
deficit;
$34.7B

It was amidst these protracted demographic, fiscal, and debt crises that
Hurricanes Maria and Irma hit the Island. Hurricane Maria has caused unprecedented
and catastrophic damage to Puerto Rico, its people, and its businesses. According to current
estimates, Hurricane Maria has created tens of billions in damage 2, and is estimated to have
caused a real decline to GNP of 4.7% 3 in FY2018. On the other hand, tens of billions in federal
and private funding is projected over the long-term to be invested in helping Puerto Rico
recover and rebuild from Hurricane Maria. The 2019 Fiscal Plan is thus written assuming
substantial and timely support from the Federal Government. While Puerto Rico will likely
experience a brief stimulus from this federal disaster relief funding and is benefiting from a
temporary reprieve from debt service due to PROMESA and Title III, Puerto Rico must change
its underlying economic foundations to prevent fiscal imbalances from inevitably returning.
Only by attacking the structural problems plaguing Puerto Rico will it have laid the
groundwork for a new, growing, resilient economy.
Puerto Rico must urgently adopt a series of bold actions to improve its fiscal and
economic trajectory. These reforms and measures are essential to restoring growth,
opportunity, and prosperity to the people and businesses of Puerto Rico, and to making the
Government of Puerto Rico more efficient, effective, and responsive to its residents.

2 Based on federal estimates as of September 2018
3 Puerto Rico Planning Board, May 2019
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Structural reforms
The 2019 Fiscal Plan proposes a series of reforms (“structural reforms”) to improve the
trajectory of the economy and drive growth (Exhibit 2). The 2019 Fiscal Plan includes updated
forecasts for the impacts of these structural reforms based on the implementation status of
these reforms.


Human capital and welfare reform: Promoting participation in the formal labor force
by creating incentives to work through Earned Income Tax Credit (EITC) benefits and
Nutritional Assistance Program (NAP) reform, as well as providing comprehensive
workforce development opportunities. EITC and NAP reform are projected to increase
economic growth by 0.15% by FY2025. Education and workforce development
opportunities are projected to add an additional 0.17% from FY2033-2049.



Ease of doing business reform: Promoting economic activity and reducing the
obstacles to starting and sustaining a business in Puerto Rico through comprehensive
reform to improve ease of paying taxes, registering property, and obtaining permits.
These reforms are projected to drive a 0.40% uptick in overall growth by FY2023.



Power sector reform: Providing low-cost and reliable energy through the
transformation of PREPA and establishment of an independent, expert, and wellfunded energy regulator. This reform is projected to increase growth by 0.30% by
FY2023.



Infrastructure reform: Prioritizing economically transformative capital investments
with federal funds.

Note that the reforms listed above are ones that the Government has committed to
implementing and does not represent a comprehensive list of structural reforms that the
Government could pursue or that would benefit Puerto Rico. For example, improving labor
market flexibility through repealing restrictive laws like Law 80 and creating labor conditions
more similar to those on the mainland would lead to increased labor force participation rates
and much higher economic growth.
EXHIBIT 2: IMPACT OF STRUCTURAL REFORMS
Impact of structural reforms1, $M
~34,000

332

172
107
44
0

0

0

9

FY18

FY19

FY20

FY21

FY22

1 Structural reforms begin in FY21, and thus have no impact from FY18-FY20
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FY23

FY24

FY19-24

FY19-49
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Fiscal measures
The 2019 Fiscal Plan proposes a set of fiscal actions that the Government must take
(“measures”) to increase Government revenues and reduce Government expenditures
(Exhibit 3):


Creation of Office of the CFO: Instituting fiscal controls and accountability and
improving governance, accountability, and transparency



Agency efficiencies: Consolidating agencies and deploying new management tools and
practices to deliver better governmental services for substantially lower cost



Healthcare reform: Reducing healthcare cost inflation through a comprehensive new
healthcare model that prioritizes high quality, cost-effective care



Enhanced tax compliance and optimized taxes and fees: Employing new technology
and other innovative and now commonly used practices in other jurisdictions to
broaden the tax base, reduce fraud, and improve fairness to boost overall tax revenues;
adjusting existing taxes and fees to capture revenues from under-leveraged sources



Reduction of appropriations: Lowering the fiscal burden on the Commonwealth and
encouraging sound fiscal self-management by reducing appropriations to
municipalities and the University of Puerto Rico, while instituting an independent
scholarship fund for low-income UPR students



Comprehensive pension reform: Improving the financial stability of public employees
through a reform that would maintain enough funds to comply with the payment of
pensions and to provide the administration necessary to maintain a defined
contribution plan for employees

Investment in core priorities
The above structural reforms and fiscal measures are important to transform the fiscal and
economic trajectory of the Island. In addition, in times of constrained resources, it is
important to focus. As such, the 2019 Fiscal Plan includes investments in the following core
areas:


Police compensation and equipment: Currently, sworn officer salaries and benefits in
Puerto Rico are not competitive and are insufficient to recruit new cadets. The 2019
Fiscal Plan will make a significant investment to ensure salaries and mandatory
benefits for sworn officers are increased 30% (by roughly $11,500) over two years,
provide a $250 investment per sworn officer per year in life and disability insurance,
and enact Social Security for police as of July 2019. Finally, the 2019 Fiscal Plan
includes ~$122 million per year from FY2019 to FY2021 to cover back pay for police.
These investments are meant to ensure that more sworn officers are able to remain on
Island and serve in the field. Additionally, the 2019 Fiscal Plan includes $42 million in
funding for bulletproof vests, radios, and vehicles.



Healthcare: Healthcare agencies on Island are currently struggling to meet patient
needs. As a result, the 2019 Fiscal Plan includes $15+ million in funding to maintain
current nurse staffing levels across the Island, and also invest in strategic health
centers, such as $25 million for the Puerto Rico Cancer Center to enable it to become
fully operational, $2 million for the Cardiovascular Center of Puerto Rico and the
Caribbean for medical products and materials, and $12 million for the Psychiatric
Hospital to enable it to improve services to obtain Medicare certification. Further, the
2019 Fiscal Plan provides $4 million in capital expenditures for medical, emergency
room and office equipment across three health agencies. The 2019 Fiscal Plan also
11
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increases funding by $1.4 billion in Medicaid over FY2020-FY2024 to support the
stability of the healthcare system.


Education: In addition to the investments made as of the October 2018 Certified Fiscal
Plan, which provided for a $5,000 salary increase for directors, $1,500 salary increase
for academic teachers, and ~$70 million for textbooks (through three one-time
investments across FY2019-FY2021), the 2019 Fiscal Plan provides an additional $500
salary increase for all teachers and directors in FY2020. Moreover, the 2019 Fiscal Plan
provides $39 million for the UPR scholarship fund beyond the $35 million committed
in FY2019, for a total of $214 million over FY2019-FY2024.



Firefighter salaries and equipment: Firefighters similarly face a challenge with the
competitiveness of their compensation. The 2019 Fiscal Plan provides for a $500
increase for all firefighters as well as $2 million for enhanced equipment and materials
and $14 million in capital expenditures to cover trucks, vans, and fire pumps.



Forensics Sciences Institute payroll and equipment: The Forensics Sciences Institute
has struggled, especially in the wake of Hurricanes Maria and Irma, to respond to the
needs on Island. It has experienced backlogs in cases and physical capacity constraints.
As such, the 2019 Fiscal Plan invests $4.5 million in payroll to enable the hiring of
forensics scientists, pathologists, examiners, and DNA specialists, as well as $750
thousand for laboratory equipment and chemicals.



Capital improvement projects: The Commonwealth must pursue capital projects to
improve the infrastructure on Island. As such, the 2019 Fiscal Plan includes an
additional $85 million annually in capital expenditures funded through Special
Revenue Funds (in addition to the $400 million in General Fund capital expenditures
provided for the Commonwealth, UPR, and HTA), as well as a cost share reserve of
$100 million per year to support FEMA-funded rebuilding efforts requiring local cost
match (beyond the anticipated CDBG funds available).

The goal of these investments is to ensure these agencies can continue to provide the services
residents depend on while implementing the necessary efficiencies needed to maintain
sustainable operations on Island.
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EXHIBIT 3: IMPACT OF REVENUE AND EXPENDITURE MEASURES ON OWN REVENUES AND
EXPENDITURES
Pre-measures and structural reforms

Post-measures and structural reforms

Fiscal Measures,3 $M

Impact of measures on Government revenues and expenditures, $M

35

234

361

423

491

499

509

1,829

2,214

2,502

2,646

16,500
Own
revenues1

16,000
15,500
0
49

498

1,024

18,000
Own
expenditures2

16,000
14,000
12,000
10,000
FY18

FY19

FY20

FY21

FY22

FY23

FY24

1 Own revenues includes all Commonwealth-collected revenues excluding gross up items included in the 2019 Fiscal Plan and excludes all federal transfers; includes impact of COFINA
settlement
2 Own expenditures includes all Commonwealth expenditures, including CW-funded portion of Medicaid and social programs; own expenditures increase between FY20 and FY21 due to
Medicaid Supplemental Funding phase out
3 Comprised only of fiscal measures attributable to the Commonwealth

Implementing these structural reforms and fiscal measures, which will provide lowcost and reliable energy, robust infrastructure, more incentives to enter the formal labor
market, an improved regulatory and permitting environment, and a more effective and
efficient public sector, will improve the economy and services provided for the people of Puerto
Rico.
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EXHIBIT 4: 2019 FISCAL PLAN PROJECTED SURPLUS BEFORE AND AFTER MEASURES AND
STRUCTURAL REFORMS
Gap/surplus before and after measures and structural reforms, $M
2019 fiscal plan gap/surplus pre-measures/structural reforms1

Post-measures and structural
reforms real GNP growth rate

2019 fiscal plan gap/surplus post-measures/structural reforms1
Contractual debt service

(4.7%)

2

4.0%

1.5%

(0.9%)

0.2%

0.1%

FY19

FY20

FY21

FY22

FY23

0.5%

(0.9%)

(0.6%)

(0.1%)

4,000
2,000
0
-2,000
-4,000
-6,000
-8,000
-10,000
FY18

FY24
5 years

FY29
10 years

FY39

FY49

10 years

1 Includes payments under COFINA settlement
2 Excludes COFINA

The Government of Puerto Rico cannot afford to meet all its contractual debt
obligations, even with aggressive implementation of these reforms and
measures. Puerto Rico is committed to repaying an affordable and sustainable amount of its
outstanding debt. However, Puerto Rico needs a comprehensive restructuring of its debt—in
addition to the adoption of pro-growth structural reforms—to have renewed access to capital
markets and to create the basis for a sustainable economy. The first step in this restructuring
occurred in February 2019 with the settlement of debt held by COFINA bondholders. The best
time to implement these reforms and restructure the debt is while Puerto Rico has the
temporary benefits of federal disaster relief funding and a stay on debt service. Therefore, time
is of the essence. The 2019 Fiscal Plan lays out a prudent and integrated set of actions to restore
fiscal balance in the short and medium term and outlines opportunities for more
ambitious additional reforms to create a vibrant economy in the long term.
Such additional ambitious reforms are necessary because the 2019 Fiscal Plan projects deficits
from FY2038 onward (Exhibit 4). That means a Puerto Rico government in the near future
will be required to take additional measures that go beyond the five-year
framework of this 2019 Fiscal Plan to be able to have balanced budgets and a
growing economy. Many of these reforms—which would reduce deficits and therefore make
funds available for a variety of potential uses, including investment in the people of Puerto
Rico—have been proposed by the Oversight Board, but the Oversight Board cannot
implement them without the support of Puerto Rico’s elected Government.
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PART I: Context for Puerto Rico’s current
economic and fiscal challenges
LONG-TERM ECONOMIC TRENDS IN
PUERTO RICO
Before being hit by the most powerful hurricane to strike the Island in almost a century, Puerto
Rico’s economy had been in an acute structural decline for over a decade, the Government had
defaulted on much of its debt, and nearly half of Puerto Ricans lived below the national poverty
line. The reasons for these problems are multiple, but the root causes stretch back 40 years.
In the 1940s and 1950s, led by Operation Bootstrap, Puerto Rico’s economy grew rapidly and
productivity increased by 5% per annum as it transitioned from an agricultural-led to a
manufacturing-led economy. However, as economic performance began to decline in the
1970s, the Federal Government adopted two significant policies to help Puerto Rico shore up
its economy.
First, transfer programs increased dramatically, particularly as Puerto Rico started receiving
Nutritional Assistance Program (NAP) funding, eventually providing, in aggregate, a
proportion of residents’ personal income that was twice the U.S. mainland average. In addition
to raising costs for the Government, these programs at times created disincentives to work due
to benefits that were high relative to wages available in the formal labor market.
Second, in 1976, Section 936 of the federal tax code was introduced to promote investments
by companies that could transfer their “intangible assets” to Puerto Rico, and thereby shift
profits to the Island. These Section 936 companies, which were mostly in pharmaceuticals and
life sciences, became a pillar of Puerto Rico’s economy, creating valuable local supply chains
and local banking deposits, and contributing substantial tax revenue. In the same year, Puerto
Rico passed Law 80, which instituted protections against wrongful discharge for Puerto Rican
workers and mandated severance for firms attempting to remove employees. This law made
Puerto Rico’s labor market significantly more rigid and placed it out of step with the prevailing
labor markets in the mainland U.S. (especially markets with which Puerto Rico competes for
companies and talent, such as Florida).
In 1996, Congress decided to end Section 936, gradually phasing it out by 2006.In the face of
an anemic local private sector, the Government also expanded its employment to the point
that by 2000, 30% of Puerto Rico’s jobs were in Government and a full 40% of workers with
college degrees worked in the public sector. Major sectors like water, electricity and ports are
still run by public corporations, and have consistently created a drain on the economy by
delivering lower quality services at high costs while crowding out private investment. There is
also pervasive cross-subsidization among the Commonwealth, public corporations and other
parts of the public sector that obfuscates financial management and accountability. Finally,
there is a high degree of political interference in decisions that affect every aspect of Puerto
Rican life. As a result, today Puerto Rico underperforms on all important measures of a
modern economy, including educational attainment, cost of electricity, quality of water, tax
compliance, and labor market participation.
To promote the private sector, the Government undertook a broad tax incentives policy that
led to a highly complex web of subsidies and special tax arrangements. These actions neither
promoted growth nor treated companies equitably. Furthermore, generous government and
federal transfer programs boosted incentives that resulted in many workers choosing either
not to work or to receive benefits and work in the informal economy without paying taxes. Tax
15
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compliance has never been adequate in Puerto Rico, and it became increasingly difficult in this
environment.
Government revenues suffered and became increasingly hard to forecast. To make up for this
recurring and growing budgetary shortfall, the Commonwealth turned to debt markets. Puerto
Rico bonds found themselves in every corner of the U.S. bond market and, as investor appetite
began to wane, the Government turned to securing new debt by pledging various revenue
streams. The result was a highly complex financial structure that limited transparency as well
as financial accountability and management.
When the Great Recession hit in 2008, Puerto Rico’s economy was already in a fragile fiscal
and financial position. Since then, the economy has continued to worsen – Puerto Rico has
seen its GNP shrink by 20%, labor participation has fallen to a record low of 38%, and the
Island’s population has fallen by 10%. Today, Puerto Rico is much poorer relative to the U.S.
than it was in 1970.

ENACTMENT OF PROMESA
By 2016, Puerto Rico had accumulated over $50 billion in unfunded pension liabilities and
over $70 billion of debt and was facing an imminent default. Because Puerto Rico and its
public corporations cannot take advantage of Chapter 9 of the U.S. Bankruptcy Code, and an
attempt to create a territorial bankruptcy law was struck down by the U.S. Supreme Court,
Congress stepped in to head off Puerto Rico’s financial and debt crisis by passing PROMESA,
the Puerto Rico Oversight, Management, and Economic Stability Act. PROMESA imposed an
automatic stay on Puerto Rico’s debt obligations and created the Financial Oversight and
Management Board for Puerto Rico (the “FOMB” or “Oversight Board”). The Oversight Board
is tasked with restructuring Puerto Rico’s staggering debt burden and restoring sustained
economic growth to Puerto Rico so that the Government can achieve fiscal balance and access
to the capital markets.
Immediately after its formation, the Oversight Board began working with the Government of
Puerto Rico to create a fiscal plan that would help the Government achieve fiscal responsibility
and regain access to the capital markets. The outcome of this work was the Commonwealth
Fiscal Plan that the Oversight Board certified on March 13, 2017 (the “March 2017 Certified
Fiscal Plan”). A few months later, the Oversight Board filed for Title III for the Commonwealth
Government, COFINA, HTA, ERS, and PREPA.
In September 2017, just months after the certification of the March 2017 Fiscal Plan,
Hurricanes Irma and Maria struck the Island, causing great devastation and fundamentally
altering the Island’s macroeconomic reality, and ultimately requiring a new fiscal plan.

FISCAL PLAN UPDATES DUE TO
HURRICANES MARIA & IRMA AND OTHER EVENTS
On September 6, 2017 and September 20, 2017, Hurricanes Irma and Maria struck Puerto
Rico, causing unprecedented humanitarian, economic, and infrastructure-related damages
and upending the daily lives of Puerto Rico’s over three million residents. Thousands of
residents were left homeless, basic utilities were completely shut down (and took months to
become operational), and schools, hospitals, and businesses were destroyed. Tens of
thousands of Puerto Ricans fled the Island. The Federal Government’s response has become
one of the largest and most complex disaster recovery efforts in U.S. history.
16

Case:20-00005-LTS Doc#:1-10 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit J Page 18 of 154

Desc:

The damage inflicted on Puerto Rico by Hurricane Maria required that the March 2017
Certified Fiscal Plan be revised. Therefore, on October 31, 2017, the Oversight Board formally
requested that the Government submit a revised fiscal plan for the Commonwealth and its
instrumentalities. After months of hard work, engagement with stakeholders, and intense
negotiations with the Government, the Oversight Board determined that the fiscal plan
complied with the requirements of PROMESA, and accordingly, certified it in April 2018.
Due to further Government and Oversight Board discussions concerning the repeal of Law 80,
the Oversight Board certified an updated fiscal plan in May 2018. Given the lack of political
will to pass much needed labor reform, the Oversight Board updated and certified an updated
fiscal plan in June 2018. That plan served as the basis for the FY2019 Budget. The October
2018 Certified Fiscal Plan was subsequently certified to reflect actual revenue and expenditure
numbers, refined healthcare projections based on actuarial estimates, new federal fund
estimates, and changes in Government policy that affect overall growth. During the course of
the FY2020 budget process, the Oversight Board received substantial new information
regarding Government revenues and expenditures and has updated and certified this 2019
Fiscal Plan to reflect that data, the latest macroeconomic data and the pace of recovery
spending to date.
Relative to the October 2018 Certified Fiscal Plan, the 2019 Fiscal Plan incorporates a number
of important updates for new information and data, as well as focused investments and fiscal
priorities, including:
■

Revised macroeconomic forecast in light of slower disaster recovery funding rollout, faster
unwinding of the associated stimulus, and new Planning Board data on Puerto Rico GNP
and inflation, and CBO data on US inflation and GNP

■

Updated population forecast for new data related to out-migration and fertility rates

■

Updated scoring of labor/welfare reform and ease of doing business reform to reflect
delays in or inadequate implementation to date, and updated power reform to reflect
revised timelines

■

Updates to baseline revenues and expenditures based on new data received during the
FY2020 budget process and from revenue actuals

■

Revised pensions baseline expenditures reflecting latest pension system census data, and
revised timeline of measures and associated social security investment

■

Updated Medicaid enrollment data coupled with additional funding to support stability
within the public healthcare system, while still driving meaningful reform

■

Re-balanced spending across agencies to invest in police and public safety, healthcare,
education, while enhancing measures required by other agencies (e.g., WIPR, Legislature,
State Elections Commission, the State Insurance Fund Corporation, and the Automobile
Accident Compensation Administration), and further reducing low visibility and
ineffective spend

■

Additional funding for Special Revenue Fund capital expenditures and local cost share in
case CDBG funding is inadequate

■

Perspective on surplus potentially inaccessible to the Commonwealth

As this 2019 Fiscal Plan is being certified one year into the implementation of Fiscal Plan
reforms, it includes reference to implementation made to date, while continuing to reflect the
overarching requirements of the Fiscal Plan. As such, implementation exhibits include
milestones that refer to the October 2018 Certified Fiscal Plan timelines – as such, some of the
dates will have passed without Government completion of the action. The Government must
take action to address these missed milestones and to accelerate the pace of change.
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PART II. Puerto Rico’s path to fiscal and
economic sustainability
MACROECONOMIC AND DEMOGRAPHIC
TRAJECTORY POST-MARIA
Macroeconomic projection
The 2019 Fiscal Plan must grapple with how the shock of Hurricanes Irma and Maria will
create a new economic reality for Puerto Rico in the years to come. Given this context, the 2019
Fiscal Plan includes a forecast of the near-term macroeconomic volatility in the wake of the
storms. In FY2018, there was a significant decline in economic activity after the storms,
followed by a bounce-back that continues into FY2019. Exhibit 5 shows pre- and postmeasures, structural reforms GNP for the period of the Fiscal Plan.
EXHIBIT 5: REAL GNP GROWTH RATE BEFORE AND AFTER MEASURES, STRUCTURAL
REFORMS, AND DISASTER RELIEF FUNDING
Real GNP growth rate, %
Without measures, structural reforms, or disaster relief spending
With measures, structural reforms and disaster relief spending

6
3.7

4

4.0
2.0

2

1.5
0.4

0.3

0

0.2

0.1

-0.3

-0.9

-2

0.5

0.1

-4
-4.7

-6
-8
-10
-12
-14
-16
-18

-17.7
FY18

FY19

FY20

FY21

FY22

FY23

FY24

This trendline has similarities to the volatile growth trendlines faced by other jurisdictions
that have suffered from major natural disasters 4 (Exhibit 6).

4 Relief aid after the Haitian Earthquake represented nearly 200% of overall GDP, providing a major economic “cushion” after
the disaster. In Grenada, disaster aid equaled about two-thirds of GDP at the time, and despite declines immediately after the
hurricane, revenues returned to pre-storm levels after about two fiscal quarters, with growth rebounding quickly. The year after
Hurricane Ivan (2005), Grenada’s economy grew at a faster rate than any year since 1985, at a clip of 12.5%.
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EXHIBIT 6: PUERTO RICO’S PROJECTED GROWTH TRAJECTORY COMPARED TO OTHER
JURISDICTIONS AFTER NATURAL DISASTERS
Puerto Rico’s projections track with other areas suffering from natural disasters

New Orleans (Katrina, 2005) (GDP)1

Haiti (Earthquake, 2010) (GDP)

Grenada (Ivan, 2004) (GDP)

Puerto Rico (projected) (real GNP, post-measures and structural reforms)
Puerto Rico – real GNP, post-measures and structural reforms

14
12
10
8
6
4

4.0%

2

1.5%

0
-2

0.2%
(0.7%)

(2.4%)

-4

(4.7%)

-6
-8
T-3

0.1%

(0.9)%

(1.1%)

T-2

T-1

Disaster
Event2

T+1

T+2

T+3

T+4

T+5

1 Katrina figures not adjusted for inflation
2 T = year of shock; constant local currency units (LCU) unless otherwise stated; year on year change
SOURCE: World Bank, Bureau of Economic Analysis, and ECCB

The economic outlook model, which forecasts GNP growth, primarily relies on a
comprehensive data set on the Puerto Rican economy from 1965 to 2017. It includes dozens of
variables that collectively describe the Puerto Rican economy (e.g., growth, population, capital
stock, etc.), 5 and is largely impacted by four major factors: a) the pre-hurricane trendline of
Puerto Rico, b) short- and long-term impacts from the storm on economic activity and capital
stock, c) the stimulative impact of disaster relief assistance (discussed in Section 4.2), and d)
proposed fiscal measures and structural reforms (discussed in Section 4.3 and 4.4).
Puerto Rican economic growth projections are also affected by U.S. mainland growth
projections, which in the 2019 Fiscal Plan are derived from the Congressional Budget Office
(CBO) projections. The 2019 Fiscal Plan also uses CBO U.S. inflation projections. Puerto Rican
inflation projections are summarized in Exhibit 7 and have been updated to reflect the drop
in inflation experienced to date in FY2019.

5 The forecast relies on a 60-year comprehensive dataset and applying statistical regressions to show the effects of multiple yet
distinct inter-related components of past hurricanes, exogenous developments, and economic policies on growth and inflation
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EXHIBIT 7: ANNUAL PUERTO RICO INFLATION RATE
Annual inflation rate, %
1.63
1.43

1.47

1.46

1.47

FY21

FY22

FY23

FY24

1.09

0.61

FY18

FY19

FY20

Disaster relief spending
Disaster spending tends to have a short-term stimulative effect on an economy post-crisis
(though not in the long term). In Puerto Rico, the level of public and private disaster relief
spending is anticipated to be significant when compared to the overall size of the economy.
Public and private disaster relief spending will impact the economy in two ways:
■

Stimulative impact caused by total disaster relief spending that is greater than
100% of the Island’s 2018 GNP. This stimulus can come in multiple forms such as
construction companies hiring local, unemployed workers or workers from the mainland
U.S. paying local withholding taxes and spending money for food and lodging.

■

Expected reconstruction of the capital stock on the Island. The 2019 Fiscal Plan
factors in significant damage to capital stock that is repaired, in large part, by this
significant infusion of federal and private monies, contributing to the bounce-back
anticipated in FY2019 and for the bump in growth above pre-Maria trend thereafter.

The 2019 Fiscal Plan projects that ~$83 billion of disaster relief funding in total
(Exhibit 8), from federal and private sources, will be disbursed in the
reconstruction effort. It will be used for a mix of funding for individuals (e.g.,
reconstruction of houses, personal expenditures related to the hurricane such as clothing and
supplies), funding for the public (e.g., reconstruction of major infrastructure, roads, and
schools), and to cover part of the Commonwealth’s share of the cost of disaster relief
funding (recipients often must match some portion of federal public assistance spend 6).
Of that, ~$49 billion is estimated to come from FEMA’s Disaster Relief Fund (DRF) for
public assistance, hazard mitigation, mission assignments, and individual assistance. An
estimated $8 billion will come from private and business insurance pay outs, and $6
billion is related to other federal funding. The 2019 Fiscal Plan includes ~$20 billion from
the Community Development Block Grants Disaster Relief program (CDBG-DR), of which
~$2.4 billion is estimated to be allocated to offset the Commonwealth’s and its entities’
expected cost-share requirements. This portion of CDBG funding will go towards
covering part of the ~10% cost share burden on expenditures attributable to the
Commonwealth, PREPA, PRASA, and HTA from FY2019 to FY2025, given statutory
requirements regarding the timeline of CDBG spending. The 2019 Fiscal Plan also allocates
$1.8 billion for Commonwealth-funded cost share over the life of the storm, which

6 Puerto Rico’s cost-match responsibility was estimated using FEMA-provided data, adjusted by category as necessary for
waivers and exceptions
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includes $100 million per year in FY2020 to FY2025 to cover local cost share in the event that
fewer CDBG funds than anticipated become available.
EXHIBIT 8: PROJECTED PRIVATE AND PUBLIC DISASTER RELIEF FUNDING ROLL OUT

FEMA Public Assistance,
Hazard Mitigation,
Mission Assignments
FEMA Individual
Assistance

FY18,
$M, %

FY19,
$M, %

FY20,
$M, %

FY21,
$M, %

FY22,
$M, %

FY23,
$M, %

FY24,
$M, %

FY25-FY32
$M, %

6,400

5,112

3,439

3,197

3,489

3,489

3,489

17,228

14.0%

11.2%

7.5%

7.0%

7.6%

7.6%

7.6%

37.6%

1,996

604

604

0

0

0

0

0

18.9%

18.9%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0

170

2,059

3,446

4,999

4,870

3,096

1,305

0.3%

4.9%

21.0%

23.5%

23.0%

16.6%

9.1%

0.0%

Total, $M

Total, %

45,843

55.2%

3,204

3.9%

19,946

24.0%

8,000

9.6%

6,051

7.3%

83,044

100%

CDBG

4,299

1,851

1,851

0

0

0

0

0

53.7%

23.1%

23.1%

0.0%

0.0%

0.0%

0.0%

0.0%

Private insurance

1,924

1,373

617

489

341

204

189

915

31.8%

22.7%

10.2%

8.1%

5.6%

3.4%

3.1%

15.1%

Total

14,619

9,109

8,570

7,133

8,829

8,563

6,774

19,447

Spending as a % of GNP

21.4%

12.7%

11.7%

9.7%

11.8%

11.2%

8.7%

3.0%

0

100

333

357

390

390

390

390

Other federal
funding

CDBG cost share
Disaster aid by source of funding, $M
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12,000
9,000
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0
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FEMA PA
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FY26
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FEMA IA
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CDBG

FY30
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FY31
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The major sources of disaster relief funding are detailed below:
■

FEMA Disaster Relief Fund (DRF): FEMA provides Individual Assistance to
individuals and families who have sustained uncovered losses due to disasters. FEMA also
provides Public Assistance for infrastructure projects and other permanent improvements.
FEMA’s Hazard mitigation funds projects to reduce or eliminate long-term risks. FEMA’s
Mission Assignments provide emergency work and debris removal services primarily in
the immediate aftermath of the disaster. 7

■

HUD Community Development Block Grant- Disaster Recovery (CDBG-DR):
Based on a housing recovery plan, HUD provides CDBG-DR funding that can be used for
assistance to individuals (e.g., housing repair) and public assistance (e.g., infrastructure
development), or by the Government for certain operational costs (e.g., to cover their
disaster relief cost match.) The 2019 Fiscal Plan assumes, based on directives in the
supplemental appropriation included in the Bipartisan Budget Act of 2018, that about ~$2
billion will be used to repair the Island’s electric infrastructure (Public Assistance), and
that ~$2.4 billion in CDBG funding will be used to cover cost share for the Commonwealth
and its instrumentalities for seven years per statute.

■

Private insurance funding: Large personal property and casualty losses have been
incurred in the aftermath of Hurricane Maria. Early analysis of data from the Office of the
Insurance Commissioner of Puerto Rico, adjusted for self-insured and other types of
coverage, was used to determine the amount that will be paid out to individuals and
businesses for major damages.

7 The 2019 Fiscal Plan does not attribute economic impact FEMA’s Administrative funding, which is used for FEMA’s personnel
(primarily outside of Puerto Rico), travel, and other internal costs.
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Other supplemental federal funding: Additional federal funding has been allocated
to various agencies and projects in Puerto Rico following the hurricane. This money is
directed at a wide range of recovery efforts, from reconstruction of damaged buildings (for
example, funding to repair damage to Job Corps centers in Puerto Rico) to funding for
health programs and environmental management (for example, USDA funding to repair
water systems in rural areas).

Disaster roll out for FEMA funds have been projected by subcategory to account for
differences in when funds are spent:
■

Individual Assistance from FEMA is assumed to be spent in the immediate aftermath of
the storm, with ~60% already spent in FY2018

■

Public Assistance categories A&B and Mission Assignments are used for debris removal
and emergency work, and therefore exhausted in early years of the recovery

■

FEMA categories C-G and Hazard Mitigation are longer-term funding streams that are
spread out over 15 years, based on the latest estimates regarding the time it will take to
finalize reconstruction

Where data on obligations and disbursements of FEMA funds are available (i.e., FY2018 and
FY2019), the Fiscal Plan estimates actual spending for that fiscal year to be the midpoint
between obligations (when funds are officially awarded) and disbursements (when the
government is reimbursed).
CDBG funds, per statute, are assumed to be spent over the seven-year period following their
approval, with rollout informed by the Puerto Rico Department of Housing’s latest available
action plans. For private insurance, data shows that just over half has already been spent and
2019 Fiscal Plan assumes the remainder will be spent by the end of FY2020.
The 2019 Fiscal Plan posits that based on how disaster relief funds are spent, these funds will
impact the economy in many ways: to build the capital stock of the Island through constructing
and repairing buildings or utilities, to directly impact the economy through spurring
consumption of goods and services on the Island, or to fund programs and services on the
Island. The Plan estimates a different rate of pass-through to the economy for each of these
different types of funding as follows: 8
■

A 15.5% pass-through rate is assumed for funding that is used to construct and repair
utilities, given the reliance on specialized labor and materials for such projects (e.g., FEMA
Category F Public Assistance funding towards constructing public utilities). The rest of this
funding flows to the Puerto Rican capital stock and therefore contributes to long-term
growth.

■

A 23.5% pass-through rate is used for funding that is employed to construct and repair
residential, commercial, and school buildings given the ability to rely more on local labor
and materials (e.g., repair to WIC facilities damaged by the storm). The rest of this funding
flows to the Puerto Rican capital stock and therefore contributes to long-term growth.

■

A 23.5% pass-through rate is assumed for funding that is directed towards programs and
services (e.g., private insurance payments to reimburse personal auto expenditures) as this
funding hits the Puerto Rican economy through the labor associated with importing and
transporting. This kind of spending does not contribute to the capital stock on the Island,
and therefore does not contribute to long-term growth.

■

A 100% pass-through rate is assumed for funding that is used directly and in full to replace
income or stimulate spending on goods and services originating on the Island (e.g.,

8 Estimated using local contracts for PREPA, residential construction and school construction. These contracts were estimated
to have between 10% and 18% pass-through on the economy, respectively, which was then augmented by 5.5% average
spend on transportation and logistics on construction projects, which rely on 100% domestic labor.
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disaster nutrition assistance). This kind of spending does not contribute to the capital
stock on the Island, and therefore does not contribute to long-term growth
■

CDBG funds put toward cost share are not passed-through to the economy. These funds
are put towards the local share of FEMA projects whose value is already accounted for in
the respective categories

GNP is projected to rebound in FY2019 in large part due to disaster relief funding, and this
has a direct positive influence across most revenue categories.

Impact of fiscal measures
By optimizing revenue collection and reducing government-wide expenditures, fiscal
measures seek to streamline and transform the Government of Puerto Rico to a
size appropriate for its population. Such policy actions will generate a contractionary impact
on the economy in the short term but are necessary to drive fiscal sustainability in the long
term. The net effect of these two forces is still significantly positive from a fiscal savings
perspective. In addition, the economic contraction estimated from cost-saving measures is
limited in the long-term, while such measures are critical for providing long-term financial
stability. The macroeconomic impact of the measures is summarized in Exhibit 9.
EXHIBIT 9: MACROECONOMIC IMPACT OF FISCAL MEASURES, INCLUSIVE OF DISASTER
RELIEF SPENDING
Fiscal Measures Effect on Real GNP, %
1.33

(0.37)
(1.09)

(1.00)

FY20

FY21

(0.13)

(0.75)

(1.95)
FY18

FY19

FY22

FY23

FY24

The Fiscal Plan assumes that the fiscal impact of disaster relief spending and fiscal measures
is not permanent and is rather unwound over the course of several years. The 2019 Fiscal Plan
unwinds these over five years rather than ten years (as in the October 2018 Certified Fiscal
Plan), as model-based and econometric studies find that the output effect of an exogenous
fiscal shock typically disappears within five years, even if fiscal measures are permanent. 9

Impact of structural reforms
The estimated impact of structural reforms is based on work done by the International
Monetary Fund on labor reforms implemented in Europe (e.g., Spain and Estonia) and South
America (e.g., Peru and Colombia), among other jurisdictions; utilities reform in Latin
America; and broadly accepted metrics for measuring improvement in the World Bank’s Ease
of Doing Business Rankings (as well as case examples of growth experienced by countries who
have implemented such reforms). Structural reform benchmarks, where possible, come from
nations or jurisdictions who face similar constraints to Puerto Rico (e.g., do not have monetary
9 Batini, N. Eyraud, L. and Weber, A. “A Simple Method to Compute Fiscal Multipliers”, IMF Working Paper WP/14/93, as well as
Mountford, A. and Uhlig, H. “What are the Effects of Fiscal Policy Shocks?” Journal of Applied Econometrics, 24: 960-992
(2009) and Jorda, O. and Taylor, A. “The Time for Austerity: Estimating the Average Treatment Effect of Fiscal Policy,”
Economic Journal, 126: 219-255, February 2015.
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policy options and do have high informal labor markets). Labor, energy, and doing
business reforms are projected to increase GNP by 0.85% by FY2025 (Exhibit 10).
K-12 education reforms add an additional 0.01% annual impact beginning in
FY2033, resulting in total GNP increase from structural reforms of 1.02% by FY2049. The
anticipated timing of the impact of these reforms has been delayed in this Fiscal Plan given
the status of the Government’s implementation efforts as stipulated by the Fiscal Plan.
EXHIBIT 10: MACROECONOMIC IMPACT OF STRUCTURAL REFORMS
Structural Reform Effect on GNP, %

Human Capital And Welfare
Reform

0.15

PPP’s/energy reforms
0.10

Doing Business Reform

Total Structural Reform Impact
(Annual)

0.10

Total Structural Reform Impact
(Cumulative)

0.10

0.10

0.20

0.20

0.30

0.30

0.15

0.70

0.70

FY23

FY24

0.85

0.40
0.10
FY18

FY19

FY20

FY21

FY22

FY25

By FY2049, K-12 Education reforms add 0.17% cumulative impact, resulting in 1.02% annual
impact on GNP

Population projections
In the past five years, Puerto Rico’s population has trended downward by 1-2% every year as
residents have left to seek opportunities elsewhere and birth rates have declined. 10 Prehurricane population forecasts, including the U.S. Census Bureau's official forecast, both
projected a worsening population outlook due in large part to Puerto Rico’s rapidly aging
population. This high average age range results from extremely low age-adjusted birth rates
and outmigration of younger people. Indeed, in 2016, Puerto Rico began to experience
negative natural population change (a higher number of deaths than births). Hurricanes Irma
and Maria have served to compound the problem, adding an additional outflow of people just
as natural population decline has set in.
This trend of population decline has accelerated since the storm, as many residents lost
houses, jobs and loved ones. While some of these people have returned or will return as the
Island rebuilds, population is still projected to decline over the course of the Fiscal Plan period
(Exhibit 11) and beyond. While net migration is a larger driver of population change in the
short term, this factor is volatile: in the long run, net migration is projected to return to more
balanced trends. Natural population change, however, is not guaranteed to rebalance at any
point, and births are likely to continue declining, while deaths are projected to rise or stay

10 Federal Reserve Bank of St. Louis Economic Research (FRED)
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stable. The result is that under the 2019 Fiscal Plan's population forecast, natural population
change begins to outweigh migration as a driver of population change by the mid-2020s.
This 2019 Fiscal Plan projects that by FY2024, there will be 8% fewer people living on the
Island than in FY2018, and that by FY2049, the drop will grow to 32%. This population
projection is lower than that included in the October 2018 Certified Fiscal Plan by 8% in
FY2049. These projections reflect two major changes:
■

The updated GNP projection, which has less growth in FY2019-FY2030, has caused
an accelerated drop in population compared to the October 2018 Certified Fiscal Plan,
which widens over time. Relative to the October 2018 Certified Fiscal Plan, the unwinding
of the fiscal stimulus will cause GNP to contract more, and thus migration off the Island
will be higher, and migration into the Island lower. However, by 2030, this GNP-forecastdriven difference vs. the October 2018 Certified Fiscal Plan will begin to fade. On the
whole, from FY2018 to FY2049, changes to forecast GNP account for 48% of the reduction
in population throughout the forecast period.

■

Updated population data and model assumptions including 1) revised migration
estimates due to updated air traffic statistics for recent years, 2) revised demographic
makeup of migrants and fertility from latest available Puerto Rico Community Survey data,
and 3) updated fertility rates based on the 2017 Community Survey and provisional
monthly data. The updated data resulted in a lower long-term fertility outlook, with a
slower return to nearer-replacement-rate fertility. The data changes account for 52% of the
reduction in population from FY2018 to FY2049, and in FY2049 they account for 72% of
the change. The impact of reduced fertility on population forecasts grows over time and is
relatively insensitive to changed economic forecasts. However, population revisions due to
changed population data and model assumptions have a smaller effect than revisions due
to GNP changes until the mid-2030s.

EXHIBIT 11: PROJECTED POPULATION CHANGE
Annual population, 1000s

% annual decline

(5.1%)

(1.8%)

(1.7%)

(1.5%)

(1.4%)

(1.2%)

(1.1%)

3,168

3,112

3,061

3,013

2,971

2,935

2,903

FY18

FY19

FY20

FY21

FY22

FY23

FY24

2019 FISCAL PLAN FINANCIAL
PROJECTIONS
Before measures and structural reforms (“baseline forecast”), and after incorporation of the
COFINA Title III Plan of Adjustment which pledges an annual portion of the SUT to COFINA
creditors starting at $420.2 million in FY2019 and increasing to $992.5 million by FY2041,
there is a pre-contractual debt service surplus in FY2018-FY2020. This surplus is not
projected to continue, as federal disaster relief funding slows down, Supplemental Medicaid
funding phases out, Act 154 and Non-Resident Withholding revenues decline, and healthcare
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expenditures rise. Without major Government action, the Island would suffer an annual
primary deficit starting in FY2021.
The fiscal measures and structural reforms contained in the 2019 Fiscal Plan help transform
the deficit into a surplus for a significant portion of the 2019 Fiscal Plan. Fiscal measures will
drive ~$13.6 billion in savings and extra revenue over FY2019-FY2024 and structural reforms
will drive a cumulative 1.02% increase in growth by FY2049. However, even after fiscal
measures and structural reforms and before contractual debt service, there is an annual deficit
reflected in the projection starting in FY2038, in large part due to insufficient structural
reforms, including restrictive labor policies that prevent higher growth and lack of progress in
rolling out the NAP work requirement and Ease of Doing Business reforms. After contractual
debt service, the surplus seen in FY2019-FY2024 drops significantly (Exhibit 12) and annual
deficits begin in FY2027.
Projections for FY2025 onwards are included in the next chapter.
EXHIBIT 12: PROJECTED DEFICIT / SURPLUS PRE- AND POST-MEASURES AND STRUCTURAL
REFORMS
Projected deficit / surplus pre- and post-measures and structural reforms, $M
Revenue premeasures/SRs
Expenditures premeasures/SRs
Surplus/deficit premeasures/SRs

22,390

23,364

21,777

20,515

20,287

20,062

20,136

(19,984)

(20,843)

(20,513)

(20,847)

(20,876)

(21,101)

(21,298)

$2,406

$2,520

$1,264
($332)

($589)

($1,039)

($1,163)

($454)

($473)

($492)

($511)

2,253

2,705

3,000

3,154

1,785

2,016

1,959

2,120

43

249

177

429

FY2021

FY2022

FY2023

COFINA settlement
($420)

($437)

84

732

1,385

2,490

3,239

2,573

745

1,469

775

FY2018

FY2019

Measures1

Surplus postmeasures/SRs
Surplus/deficit postcontractual debt
service2

FY2020

FY2024

1 Measures have a contractionary effect on economy, thus pre-measures revenues less pre-measures expenses plus measures does not equal post-measures and structural reforms surplus
2 Debt service based on prepetition contractual debt obligations. Presented for illustrative purposes only and does not represent anticipated future payments on restructured debt. Excludes
HTA, UPR, PREPA, PRASA, Children’s Trust, and COFINA.

Baseline revenue forecast
Major revenue streams (Exhibit 13) include non-export sector General Fund revenues
(including individual, corporate, and sales and use taxes) and export sector revenues
(including Act 154 excise taxes paid by multinationals operating on the Island, and NonResident Withholdings), as well as federal funding.

26

Case:20-00005-LTS Doc#:1-10 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit J Page 28 of 154

Desc:

EXHIBIT 13: MAJOR REVENUE CATEGORIES PRE-MEASURES AND STRUCTURAL REFORMS
Key baseline revenue drivers, pre-measures and structural reforms1, $M
Personal income
taxes

1,960

2,125

2,141

2,153

2,195

2,201

Corporate
income taxes

1,776

2,175

2,202

2,122

2,018

2,020

Sales and use
tax2

2,522

2,313

2,275

2,254

2,274

2,264

1,915

1,915

1,831

1,691

1,447

1,199

637

653

655

653

618

572

573

Other3

4,573

4,564

4,156

4,232

4,223

4,208

4,242

IFCU & CW SRF
Revenue4

2,447

2,490

2,700

2,645

2,685

2,703

Federal Funds5

6,560

7,128

5,815

4,765

4,827

4,893

4,962

22,390

23,364

21,777

20,515

20,287

20,062

20,136

FY18

FY19

FY20

FY21

FY22

FY23

FY24

Act 154
Non-resident
withholdings

Total

2,195
1,997

2,252

1,199

2,714

1 Includes revenue neutral adjustments to PIT, CIT, SUT due to Act 2018-257
2 Sales and use tax (SUT) reflects collections after payout of the COFINA settlement
3 ‘Other’ revenues include cigarette, rum, motor vehicles, alcoholic beverages, and other GF taxes, PREPA loan repayment, third party ASES receipts, and other tax/non-tax revenues;
exclude adjustments for revenue gross up
4 IFCU and CW SRF revenue were previously included in ‘Other’ revenues; for IFCUs, it includes all fund types (Federal Funds, General Funds, and SRF)
5 Includes Federal Funds of Commonwealth agencies; excludes Independently Forecasted Component Units (IFCUs)

5.1.1 Non-export sector General Fund revenue projections
In the midst of a decline in economic activity from FY2017 to FY2018, income tax collections
proved more resilient than the economy as a whole. A close analysis of the underlying data
revealed that tax collections in FY2018 were buoyed by tax receipts from mainland
corporations and individuals remitting taxes in Puerto Rico related to recovery-related
activities. This trend has been sustained into FY2019.
Individual income taxes: Individual income taxes are highly concentrated, with 78.2% of
revenues coming from the 8.7% of returns reporting income above $60,000 in FY2018 11.
Based on aggregated Hacienda data around new individual taxpayers associated with
reconstruction-related industries, and outperformance of revenues relative to GNP, the 2019
Fiscal Plan estimates that $142 million of these revenues in FY2018 were due to recovery
related activity, either from Puerto Rican residents entering the formal economy or from offIsland workers attached to specific reconstruction projects.
Corporate income taxes: There is also concentration in tax receipts among the largest
corporations operating in Puerto Rico (e.g., ~29% of corporate income taxes are paid by 20
corporate taxpayers). 12 Based on aggregated data from Hacienda, and outperformance of
revenues relative to GNP, the 2019 Fiscal Plan estimates that $277 million in corporate tax
revenues resulted from recovery-related economic activity in FY2018, due to the influx of
corporate activity spurred by reconstruction funding, mainland-based firms entering the
Island economy, and Puerto Rican firms receiving new business. The 2019 Fiscal Plan further
projects a cyclical boost in corporate tax receipts during the three years of reconstruction and
recovery-related economic growth (FY2019-FY2021), which is supported by Hacienda data
11 Hacienda historical reports as of April 2018
12 Hacienda historical reports as of April 2018
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showing corporate tax receipts for the first 9 months of FY2019 $267 million over the levels
implied by the fiscal plan certified in October 2018.
Sales and use taxes (SUT): Like corporate and personal income taxes, SUT revenues in
FY2018 were likely boosted by the increased economic activity resulting from the post-disaster
reconstruction process (including, through replacement of lost inventory), as well as enhanced
compliance by those firms less impacted by the storm. The 2019 Fiscal Plan estimates about a
$58 million FY2018 impact from those recovery related sources. Following the COFINA Title
III Plan of Adjustment, a portion of SUT collections will be used to pay the settlement going
forward. This portion reaches about $1 billion annually starting in FY2041.
Other General Fund Revenue (Motor Vehicles, Alcoholic Beverages, Cigarettes):
In FY2018, other General Fund revenues were impacted differently by the economic activity
following the storm. Of particular note, there was a surge in motor vehicle revenue in FY2018
which has continued into FY 2019, as residents replace motor vehicles in the wake of the storm.
Export sector revenue projections: Act 154 and Non-Resident Withholding (NRW) tax
revenues are concentrated in a small number of multinational corporations. From FY2017 to
FY2023, Hacienda estimates that ~42% of Act 154 and 12% of NRW revenues will erode
(Exhibit 14) due to due to U.S. federal tax reform (reducing Puerto Rico’s attractiveness as a low
tax jurisdiction for multinationals), global supply chain diversification, and patent expirations.
Act 154 revenue decline has been delayed to FY2020 based on actual FY2019 collections as of
March 2019. There is no new information indicating that the previously projected trendline
will change by FY2024 or FY2025.
EXHIBIT 14: PROJECTED ACT 154 AND NON-RESIDENT WITHHOLDING (NRW) REVENUES

Projected annual Act 154 and NRW revenues, $B
Act 154

NRW

%

% annual decline in Act 154 revenues

%

% annual decline in NRW revenues

2.2
2.0

(8%)

0%

1.8

(4%)
(8%)

1.6

(14%)

1.4
1.2

(17%)

0%

1.0
0.8
0.6

(5%)

3%

0%

(1%)

(5%)

(7%)

0%

FY18

FY19

FY20

FY21

FY22

FY23

FY24

0.4
0.2
0
FY17

The 2019 Fiscal Plan revenue forecast includes the revenue effects of the changes to the tax
code of Puerto Rico signed into law in December 2018. While the legislation includes
numerous changes, it is overall revenue neutral, with all tax reductions paid for by offsetting
revenue increases.
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5.1.2 Medicaid funding
Medicaid costs are typically funded primarily by the Commonwealth, as there is a cap on
available federal funding. Typical annual federal funding streams for the Commonwealth are
the following, projected based on current law and statutory growth rates:
■

Standard annual federal Medicaid funding. Although Puerto Rico has a 55% federal
matching assistance percentage (FMAP), the amount of annual federal funding received
under Section 1108 is capped each year. For FY2018, this funding stream was capped at
$359.2 million, and though the cap grows each year at Medical CPI-U, it does not keep
pace with healthcare expenditure growth. 13 Each year, a portion of these funds are used
directly by the Department of Health and therefore not available to cover
premiums expenses. These primary annual disbursements of ~$100M go to Federally
Qualified Health Centers (Centros 330, “FQHC”) and Medicaid Operations.

■

Children’s Health Insurance Program (CHIP) funding. CHIP funding is not
subject to a federal cap. It also has a higher FMAP at 91.5%, though this federal cost share
is projected to decrease in FY2020 with the expiration of the Affordable Care Act’s
temporary increase. In FY2018, this amount totaled $172 million.

In FY2018 and FY2019, the available share of federal funds is much higher due to several
sources. Additional federal funding is provided in FY2018 by remaining Affordable Care
Act (ACA) funds (approximately $403 million) and supplemental federal funding of $296
million from the 2017 Omnibus Appropriations Act.
In addition, in February 2018 the Bipartisan Budget Act of 2018 (BBA) allocated a
supplemental $4.8 billion of federal funding to Puerto Rico Medicaid for use between January
2018 and September 2019. Per guidance from the Centers for Medicare and Medicaid Services,
this funding is estimated to apply only as a reimbursement for eligible populations (i.e.,
federally funded Medicaid expenditures). The Puerto Rico Health Insurance Administration
(ASES) will spend as much of the allocation as possible before drawing down any remaining
ACA funds, which can resume use from September 30, 2019 until expiration in December 31,
2019. Depending on the exact costs incurred in eligible spending buckets, ASES will be able to
absorb approximately $4.5 billion of the allocated funding for core Medicaid expenditures.14
It will continue to receive its annual CHIP, 15 FQHC, and DOH Medicaid operations funding.
Exhibit 15 outlines expected Medicaid federal fund receipts. Starting in FY2020,
Supplemental funding is projected to phase out. This funding cliff indicates the imperative and
urgent need to implement cost-saving measures to reduce long-term Medicaid costs (Medicaid
expenditures are discussed in detail in Section 5.2.4). All projections are based exclusively on
legislation that is currently in force.

13 According to §1108(g) of the Social Security Act., from 2011 to 2016, the cap grows by the medical component of CPI-U as
reported by BLS each year. From FY2011-FY2016, this growth averaged 2.9%. This inflation rate differs from the healthcare
inflation index for Medicaid and Medicare used elsewhere in the 2019 Fiscal Plan (4.5% to 4.9% from FY2018-FY2023,
increasing to 5.1% in FY2038 and subsequently declining to 4.85% by FY2049). Instead, the medical component of CPI-U
includes other factors that lower the inflation rate by approximately 3-5 percentage-points, meaning the increase in the federal
funding cap will not keep up with actual increases in expenditures
14 Current assumption is that only federally funded Medicaid beneficiaries (excluding all CHIP and Commonwealth members)
are eligible for reimbursement using BBA funds. These beneficiaries represent approximately 88% of total MCO
disbursements, 100% of Platino premiums, all administrative costs, and less any cost-saving measures that reduce
reimbursable spend during the timeframe
15 CHIP funding will continue at 91.5% FMAP until expiration of the ACA enhanced FMAP in September 2019. At that point,
FMAP will return to 68.5% pre-ACA level, according to §2101(a) of the Affordable Care Act which amended §2105(b) of the
Social Security Act
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EXHIBIT 15: BASELINE FEDERAL FUNDS RECEIPT PROJECTIONS

Medicaid Federal funding sources, $M
2,820
171

Affordable Care Act and One-time Omnibus Funding from FY18
Net Federal Block Grants (Medicaid, CHIP)

2,301

BBA 2018 Supplemental Federal Medicaid Funding

699
1,526
403

2,649

434
430

1,199
662
FY18

FY19

FY20

432

446

460

475

432

446

460

475

FY21

FY22

FY23

FY24

5.1.3 Other federal funding
In addition to Medicaid funding, Puerto Rico receives other federal funds on a regular basis.
(These are not to be confused with disaster relief funds, which are directly tied to post-storm
reconstruction activity.) These funds typically cover both social benefits and operational
expenditures. In the 2019 Fiscal Plan, these funds have been modeled based on what types of
costs they cover (e.g., benefits or operations) as well as the statutory formula that defines the
size of Puerto Rico’s allotment. For example, while TANF funds are typically pass-through
(e.g., none of these funds go to operational costs), some Title I education funds are used for
operational purposes (e.g., teachers’ salaries, school supplies for programs for students with
special needs, etc.). For the former, federal fund inflows and outflows mirror each other (as
benefit needs decline, so do funds). For the latter, though inflows may decline, it does not
necessarily mean expenditures decline as well – as expenditures are based on operations, not
on benefits formulas. Meanwhile, while Head Start funds are allocated from the Federal
Government based on the number of children living in poverty, NAP funds are provided
through a block grant that is capped. The former, therefore, should change by population,
while the latter should only grow with inflation, regardless of population changes.

5.1.4 Special Revenue Funds
Commonwealth agency Special Revenue Fund (SRF) revenues: The Commonwealth
collects a significant portion of its revenues through Special Revenue Funds, which are funded
from, among other sources, tax revenues assigned by law, fees and charges for services by
agencies, dividends from public corporations and financing proceeds. Government tracking
and reporting of these SRF revenues, associated expenses, and resulting surpluses or deficits
has historically been incomplete and inconsistent. In this version of the Fiscal Plan, due to
data recently made available by the Commonwealth (FY2018 actuals, FY2019 estimates, and
FY2020 projections, as vetted through the budget process), the baseline level of SRF revenues
of Commonwealth agencies (excluding IFCUs) has been updated in this Fiscal Plan. This Fiscal
Plan does not further detail SRF by type (special state funds, own revenues and other
revenues). Future budget and fiscal plan processes will aim to further clarify Special Revenue
Funds and apply controls to ensure transparency and accountability for these revenues. SRF
revenues are forecast to grow by inflation from the FY2020 baseline.
Independently Forecasted Component Unit (IFCU) revenues: The Commonwealth
contains thirteen Independently Forecasted Component Units, which range from public
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corporations (e.g., the State Insurance Fund Corporation) to public hospitals (e.g., the Cardio
Center). These entities are mostly funded by Special Revenue Funds and may also receive
General Fund appropriations. Through the FY2020 budget process, the Oversight Board was
able to gain more insight into the specific revenue streams for these entities. As such, this
version of the Fiscal Plan includes growth assumptions by line item for each IFCU rather than
one aggregate growth rate across all revenue streams and IFCUs. While most IFCU revenues
are projected using GNP, given the unique nature of each IFCU, certain revenue streams are
grown by other factors, such as inflation, population, or as governed by legislation.
Muncipality and Public Corporation Paygo receipts: The 2019 Fiscal Plan includes
receipts from municipalities and public corporations that participate in ERS to cover Paygo
expenditures covered by the Commonwealth. The Commonwealth shall be reimbursed for
these payments and will take action if these contributions are not received (e.g., will withhold
payments for utilities, appropriations).
FAM: The Municipal Administration Fund (FAM) collects 0.5% of the SUT which is
distributed into three funds: (1) 0.2% to the Municipal Development Fund; (2) 0.2% to the
Municipal Redemption Fund; and (3) 0.1% to the Municipal Improvement Fund (referred to
as the FMM). Pursuant to Section 4050.09 of Act 1-2011 the FMM are to be distributed
through annual legislation and appropriated for select capital works and improvement
projects for the municipalities including improvements to schools (e.g., public housing,
schools). The legislature passes resolutions each year to allocate the FMM. These resolutions
must be consistent with the 2019 Fiscal Plan and the applicable special revenue funds included
in the Certified Budget.

5.1.5 Gross up for tax credits
Gross up of revenues to reflect potential revenues without payment of tax
incentives: In addition to offering preferential tax rates, tax exemptions, tax abatements,
and cash grants, the Government of Puerto Rico incurs hundreds of millions of dollars in tax
credits to corporations and individuals each year. Some of these tax credits function as
entitlement programs: any business that meets the requirements set forth in law is entitled to
the benefit. Other tax credits give government officials considerable discretion on which
projects will receive incentives. Many of these tax credits are intended to pursue certain policy
goals such as stimulating employment, stimulating economic activity and economic
development, encouraging investment and protecting local industries. Unlike traditional
expenditures, however, tax credits are not incurred in a transparent fashion, and, with only a
few exceptions, are currently uncapped in the aggregate amount of benefits conveyed. The
issuance of tax credits also tends to be done in an ad hoc manner, with unclear economic
justification for the costs incurred. This leads to an unpredictable, and potentially costly,
foregone revenue stream each year.
Uncapped and unpredictable issuance of tax expenditures can have a materially negative fiscal
impact. Several states have faced challenges with unexpected levels of expense from tax
expenditures, such as Michigan (the Michigan Economic Growth Authority tax credits),
Louisiana (tax credit for horizontal natural gas drilling), and New York (“brownfields” tax
credits). The examples from the above states are not uncommon and they reinforce the
uncertainty and risk associated with the establishment of tax credits.
Policy makers in Puerto Rico must understand both the budget implications of current and
proposed tax expenditures and be able to manage the size of tax incentives by setting limits on
their annual cost and eliminating tax credits with negative returns. The issuance of reliable
cost estimates, including a detailed analysis of the budget implications from each tax incentive,
and annual cost controls will help Puerto Rico avoid unexpected negative
outcomes. Otherwise, the government will remain powerless to manage the cost of these
incentives and keep the incentives from growing beyond affordable levels.
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Recognizing the importance of this question to the fiscal sustainability of Puerto Rico, the 2019
Fiscal Plan includes a forecast of gross revenues inclusive of the value of tax credits, along with
their associated expenditures. The 2019 Fiscal Plan includes a forecast of gross revenues based
on the historical level of the certain tax credits claimed on income tax filings for individual
filers, regular corporation filers, and incentive tax filers, as provided by Hacienda. As shown
in Exhibit 16, over the past eight tax years (2010-2017), tax credits claimed across all tax filers
averaged $247 million annually. The Oversight Board requires all reporting going forward to
include monthly and quarterly reports to include gross revenues, tax credits claimed, and the
net revenues received for the period of the report.

EXHIBIT 16: TAX CREDITS BY YEAR
$ in millions
Projection

FY2010

FY2011

FY2012

FY2013

FY2014

FY2015

FY2016

Regular Corporations
Incentive Corporations
Individuals

94
135
59

47
147
38

87
133
90

84
158
69

76
116
65

65
78
66

59
70
61

Total Tax Credits Claimed

288

231

309

310

258

209

190

8-Year Average

FY2017
32
56
88
176
247

SOURCE: Hacienda

The government should adopt a transparent limit to the amount of tax credits issued and
claimed at an amount below $247 million, for example by capping the notional amount,
number of companies and individuals that can claim credits annually, the inclusion of sunset
provisions, and time bound clauses upon which each tax credit will expire. This is similar to
the approach other states have taken to limit the use or issuance of tax expenditures, including
Arizona, California, Florida, Illinois, Massachusetts, Minnesota, New York, Ohio, and
Pennsylvania. This limit is separate from the ~$340 million of cash grants that corporations
and individuals also receive, which will be captured in Certified Budgets going forward. Future
fiscal plans must also be expanded to include limitations on foregone revenues due to
preferential tax rates and exemptions, including municipal exemptions.
These forecasts must be maintained and updated by leveraging the work that Hacienda has
undertaken to produce and maintain a more comprehensive measurement of tax expenditures
over time through the annual Tax Expenditures Report. The Government has also taken initial
steps to provide transparency around, and control these expenditures through, its proposed
reforms to the Incentives Code. Only by explicitly appropriating money for incentives in the
Certified Budget and by setting a limit on the amount that can be spent each year, will tax
incentives start to function more like regular spending programs, with the government
retaining control over the cost, and less like open-ended commitments.

5.1.6 Gross up for COFIM receipts
COFIM is the public corporation that collects the 1% Municipal Sales and Use Tax (SUT)
established by law, for certain municipalities. The 2019 Fiscal Plan includes projections of this
1% revenue stream, along with exactly offsetting expenses. COFIM is not an entity that receives
appropriations from the General Fund but relies solely on municipal SUT.
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Baseline expenditure forecast
Over the next five years, baseline expenditures are set to increase relative to FY2018 due to
inflation and increases in Medicaid costs (Exhibit 17).
EXHIBIT 17: MAJOR EXPENDITURE CATEGORIES PRE-MEASURES AND STRUCTURAL
REFORMS
Key baseline expenditure drivers (pre-measures and structural reforms), $M
Payroll (non-federally
funded)

2,996

2,961

2,970

3,002

3,037

3,081

3,126

Direct operating
expenditures (nonfederally funded)1

1,508

1,736

1,617

1,659

1,676

1,707

1,732

1,274

1,246

1,134

1,348

1,358

1,346

1,356

2,124

2,199

2,283

0

992

2,375

120

Pension expenditures

2,254

2,260

2,398

2,381

2,334

2,325

2,321

Other3

2,728

2,736

2,599

2,482

2,325

2,298

2,210

IFCU & CW SRF
Expenditures4

2,544

2,816

2,969

3,056

3,083

3,122

3,164

6,560

7,089

5,835

4,794

4,864

4,938

5,014

CW appropriations2

Commonwealth
Medicaid
expenditures

Federally funded
expenditures5
Total

19,984

20,843

20,513

20,847

20,876

21,101

21,298

FY2018

FY2019

FY2020

FY2021

FY2022

FY2023

FY2024

1 Includes only General Fund operating expenses. Previous versions of Fiscal Plan included SRF and GF
2 Includes appropriations to HTA, UPR, and municipal expenses
3 Includes disaster recovery cost match, restructuring expenditures, loan to PREPA, maintenance capex, enterprise funds, disbursements to entities outside the fiscal plan, and other non-recurring and recurring
costs; excludes adjustments for expenditure gross up
4 IFCU and CW SRF expenditures were previously included in ‘Other’ expenditures; for IFCUs, it includes all fund types (Federal Funds, General Funds, and SRF)
5 Includes federal funds for payroll, direct operating expenditures, Medicaid, and social programs; excludes Independently Forecasted Component Units

5.2.1 General fund payroll and non-payroll operating expenditures
Payroll expenditures: Despite progress made through the FY2020 budget process,
consistent granular payroll data continues to be a challenge for the government. FY2018
payroll numbers reflect actual expenditures where available and the Certified Budget in cases
where actual data was not available (adjusted to reflect reapportionments among agencies).
FY2019 is assumed to be equal to FY2018 given the Fiscal Plan Compliance Act, which enacted
a payroll freeze with the exception of certain agency-specific adjustments. Beginning in
FY2020, base payroll is assumed to grow by Puerto Rican inflation. Any reduction to baseline
payroll expenditure projections from attrition, absenteeism or workforce reductions will be
captured through fiscal measures. Further, whereas the payroll freeze is currently planned to
discontinue after FY2019 (which is reflected in the baseline), the extension of this payroll
freeze is proposed by the 2019 Fiscal Plan and will therefore be counted as a measure.
Non-payroll operating expenditures: Non-personnel operating expenditures are based
on the FY2018 budgeted levels, with reapportionments included where necessary. Like payroll
expenditures, non-personnel operating expenditures are projected to be frozen at FY2018
levels in FY2019, with costs growing by Puerto Rican inflation beginning in FY2020.
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5.2.2 Special Revenue Funds
Commonwealth agency Special Revenue Fund (SRF) operational expenditures:
The Commonwealth funds a significant portion of its expenses through the use of Special
Revenue Funds and has not reported on these expenses transparently in a consistent manner.
Given that SRF revenues and expenditures are not part of the General Fund for budgeting
purposes, they are not included in the General Fund budget resolutions approved by the
Legislature. However, the Oversight Board has certified SRF expenditures starting with the
FY2019 budget process, with the objective of applying controls and reporting requirements to
ensure transparency and accountability for these revenues and expenditures. Government
data recently provided shows significant variance year to year in the level of SRF expenditures
and lacks granularity to review historical payroll and non-payroll trends. The Government’s
reporting on actual spend of SRF is also lacking. In this version of the 2019 Fiscal Plan, due to
data recently made available by the Commonwealth (FY2018 actuals, FY2019 estimates, and
FY2020 projections, as vetted through the budget process), the baseline level of SRF expenses
of Commonwealth agencies (excluding IFCUs) has been updated. Given the mandate of the
Office of the CFO to place controls on SRF expenditures, expenses are forecasted to be equal
to the estimated revenues in each year. The level of SRF expenditure is forecast to grow by
inflation from the FY2020 baseline, although there may be variance year to year from onetime SRF. Such increases will be controlled through the annual budget and within-year SRF
increase request processes. Future budget and fiscal plan processes will aim to derive more
granularity in these expenditures.
Independently Forecasted Component Unit (IFCU) operational expenditures:
Similar to IFCU revenues, based on new data received during the FY2020 budget process,
IFCU projections have been updated to include line item specific projections per IFCU rather
than one aggregate growth rate for expenditures across all entities. Most IFCU payroll and
non-payroll expenses grow by inflation, with exceptions for certain expense categories (e.g.,
healthcare costs grow with medical inflation, variable costs that grow in line with revenues).
The baseline expenditures include municipality and public corporation PayGo,
COFIM, and FAM expenditures, including all of the conditions outlined in Section 5.1.4.

5.2.3 Other federal funding
The majority of federal funds received by the Commonwealth are passed through to residents
directly in the form of social benefits (e.g., TANF, WIC), but federal funds are also used to
cover operating expenditures in many agencies. Expenditures related to pass-through federal
funds are set equal to the associated revenue stream. Baseline expenditures related to
operating expenditures are set based on the FY2018 federal funds budget reported by the
Government and grow with inflation (and in some cases population). In the case of Title I,
revenues will grow with growth in total federal funding - presumed to track US inflation - but
decline with decreasing enrollment, which is the most salient determinant of Puerto Rico’s
annual allocation. At the same time, the 2019 Fiscal Plan assumes fixed costs associated with
providing these services may not decline at the same rate (given Commonwealth historical
behavior of maintaining infrastructure such as schools and program staff despite population
decline).

5.2.4 Medicaid expenditures
Medicaid costs are projected to reach nearly $3.2 billion annually by FY2024 (Exhibit 18).
These costs are primarily driven by the weighted average cost per member per month (PMPM)
multiplied by the estimated number of people enrolled in the Medicaid (federal and
Commonwealth-qualified), CHIP, and Platino dual-eligible programs. Projections also include
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other health-related expenditures (e.g., HIV and pulmonary programs). These costs are
exclusive of non-medical administrative costs to ASES and the Department of Health.
PMPM costs are projected to grow at 4.5% p.a. in FY2019 and increase to an annual growth
rate of 4.9% in FY2024. This rate tracks pre-hurricane growth in Puerto Rico after the Island
switched to a fully managed care model in 2015. In the long term, costs increase according to
an age-mix adjusted PMPM growth rate (see Section 6.1).
Enrollment rates are primarily tied to overall population decline. The large drop-off
between FY2018 and F20Y19 reflects the end to the auto re-enrollment period that was put in
place after Hurricane Maria, a period during which many enrollees either left the Island or
ceased to qualify for coverage under current thresholds. The baseline assumes a return to prehurricane rates of enrollment by FY2020, which represents a change from the previous Fiscal
Plan as current enrollment data has indicated a drop due to the end of the “auto-enroll”
program that was in place in FY2019.
EXHIBIT 18: PROJECTIONS FOR MEDICAID AND CHIP BASELINE COST AND ENROLLMENT
(NOT INCLUDING PLATINO)
Medicaid projected enrollment and expenditures, $M total cost, M enrollees

Total cost (Medicaid, Commonwealth, CHIP), $M

Projected Medicaid enrollment, millions of lives

2,957

3,064

3,179

2,684

2,776

2,862

FY19

FY20

FY21

FY22

FY23

FY24

1.18

1.17

1.15

1.14

1.12

1.11

Note: Only includes Medicaid (CHIP, Commonwealth- and federally-funded). Excludes Platino dual-eligible, as well as non-direct premium costs (e.g., HIV/PDP, Health Insurance Provider
Fee, Air Ambulance, MC21 Administrative Fee, Super Utilizers, and Pulmonary).

Other Commonwealth Medicaid expenditures, which include HIV/PDP, Air
Ambulance, MC21 administrative fee, Super Utilizers, and Pulmonary, among others, are
projected to grow at the rate of Puerto Rico inflation. Separate from these costs is the Health
Insurance Provider fee that also must be paid annually per federal law unless Congress
continues to impose a moratorium. It is calculated each year by the Federal Government and
estimated here to be 1.80% of total premiums. 16
16 See sec 4003 of FOURTH CONTINUING APPROPRIATIONS FOR FISCAL YEAR 2018 at
https://www.congress.gov/115/plaws/publ120/PLAW-115publ120.pdf See sec 4003. Based on actuarial estimates provided
by ASES
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Platino dual-eligible program expenditures were estimated using a consistent $10 PMPM
over FY2019-FY2023 representing payment for wrap-around services supplementing main
Medicare coverage (from FY2024 this cost grows with the long-term healthcare growth rate).
Enrollment is projected to be affected similarly to Medicaid enrollment, though with less
fluctuation in actual proportion of population enrolled because of auto re-enrollment.17
Platino costs are expected to total nearly $32 million in FY2019, decline slightly to $31 million
by FY2024, and then grow again.

5.2.5 Commonwealth pension expenditures
Pension costs: Projections rely on demographic and actuarial estimations for Employees’
Retirement System (ERS), Teachers’ Retirement System (TRS), and Judicial Retirement
System (JRS) populations and benefit obligations. From FY2018-FY2024, costs are projected
to grow slowly but remain approximately $2.3 billion. Since FY2018, pension benefits for all
plans have been paid on a pay-as-you-go basis.

5.2.6 Appropriations
Municipalities: Baseline municipal appropriations are projected to remain constant at
~$220 million from FY2018-FY2024, with the exception of a one-time allotment to
municipalities as a result of Hurricanes Irma and Maria, which took place in FY2018 for the
amount of $78 million.
The University of Puerto Rico (UPR): The UPR appropriation baseline is $678 million
in FY2018 and remains ~$717 million from FY2019-FY2024, inclusive of approximately $42
million in capital expenditures for UPR.
The Highways and Transportation Authority (HTA): The Commonwealth provides the
HTA with an average annual appropriation of ~$230 million which increases to $279 million
annually from FY2023 on for capital expenditures and other costs. In FY2020, the
Commonwealth should reduce the appropriation by $73 million on a one-time basis in
FY2020 given HTA’s inability to disburse its capital expenditure budgeted funds in
FY201918 resulting in an accumulated cash balance of $338 million. The Fiscal Plan
encourages HTA to prioritize and accelerate project delivery, focusing on the projects of
utmost strategic importance to the residents of Puerto Rico.
5.2.7 Other operating & capital expenditures
Utilities: For FY2018, utility costs are based on the historical cost of government payments
for utilities-related costs. In FY2019, the Fiscal Plan uses the estimated billings from PREPA
and PRASA on an agency level, which are then projected to grow by power and water rate
increases over the period of FY2020-FY2024. Meanwhile, as of May 2019, Commonwealth
agencies and public corporations owe ~$150 million to PREPA and PRASA for past services
provided . The Government must work with all agencies to ensure any outstanding accounts
receivable are repaid to PREPA and PRASA before the end of FY2019.
Insurance (PRIMAS): The Commonwealth bears costs related to insurance premiums (e.g.,
property insurance, liability insurance). Government reporting on these costs has not been
transparent or consistent over time (e.g., not all agencies report these costs independently of
other operating expenses, reporting is not consolidated across General Fund and Special
Revenue Funds). The Government reports that insurance costs have increased from FY2018
17 Projected based on a smaller observed spike in actual enrollment from pre- to post-Maria relative to Medicaid spike
18 As of April FY2019, HTA reported that it had only delivered 18% of budgeted federal capital expenditures and 31% of state
budgeted capital expenditures
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to FY2020 due to Hurricanes Maria and Irma. Given the potential risk of future hurricanes,
the baseline expenses related to insurance have been increased, but the Government must
improve reporting on these expenses going forward so that they can be managed
appropriately.
Capital expenditures: Centrally funded General Fund maintenance and capital
expenditures of the Commonwealth (excluding PREPA, PRASA, HTA self-funded capital
expenditures and one-time transfers) are expected to grow by inflation from a baseline of
~$400 million in FY2018. Of this, an ~$125 million will be appropriated annually to HTA and
UPR (as part of their current appropriations), with the remaining ~$275 million for use by the
Commonwealth. HTA’s capital expenditure funds will be used to support reconstruction,
maintenance, traffic reduction, completion of the strategic network, and P3-related
expenditures. UPR’s capital expenditure funds will support, among other projects, Phase III
of the large Molecular Sciences building, building restoration at Rio Piedras, and the
development of a major campus building at Mayagüez. The 2019 Fiscal Plan includes annual
Special Revenue Fund capital expenditures of $85 million, which will largely go to fund
improvements to infrastructure (e.g., dock and airport repairs) and correctional facilities.
5.2.8 Reconstruction and restructuring related expenditures
Cost share for disaster relief funding: Federal funds for FEMA’s public assistance and
hazard mitigation programs typically require a local match from the entity receiving them
(anywhere from 10-25% of funds). In the case of Puerto Rico, the 2019 Fiscal Plan projects
that the Commonwealth will need to cover an estimated ~10% of federal public assistance
funds, amounting to $2.4 billion from FY2018-FY2032. The instrumentalities will shoulder a
further $2.3 billion in total cost match expenditures during the same period. A portion of the
Commonwealth and instrumentalities cost match expenditures are projected to be covered by
CDBG funds from FY2020 to FY2025, which amounts to $2.4 billion. Meanwhile, the Fiscal
Plan maintains $190 million in Commonwealth cost share for FY2019 given the lack of CDBG
funds available, and for FY2020-2025, includes $100 million in reserve funds in the event that
less CDBG funding is available than is currently projected. If these funds are unspent at any
time, they would accumulate and be utilized as part of an emergency reserve fund going
forward.
PROMESA related costs: Commonwealth PROMESA-related expenditures are projected
to be $1.5 billion for FY2018 to FY2024, comprised of all professional fees including those of
the Unsecured Creditors’ Committee, AAFAF, and the Oversight Board (approximately $1.1
billion from FY2018-2024), as well as funding for the Oversight Board ($352 million over
FY2018-2023). The estimate for professional fees was developed, in conjunction with the
Government, by analyzing FY2018 and FY2019 run-rate billings based on available
information and soliciting input from certain professionals. Fees were benchmarked versus
comparable restructuring situations that yield an average professional-fee-to-funded-debt
ratio of 1.89% relative to 1.68% projected for the Commonwealth (Exhibit 19).
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EXHIBIT 19: PROJECTED PROFESSIONAL FEES RELATIVE TO OTHER MAJOR
RESTRUCTURINGS
Professional fees for restructuring
Date filed

Outstanding debt,
USD

Total fees and
expenses, USD

Fees to funded
debt, %

City of Detroit, Michigan

Jul. 2013

$20,000,000,000

$177,910,000

0.89%

Residential Capital, LLC

May-12

$15,000,000,000

$409,321,308

2.73%

Sabine Oil & Gas Corp.

Jul. 2015

$2,800,000,000

$78,553,223

2.81%

Caesars Entertainment Operating
Company

Jan. 2015

$18,000,000,000

$258,278,005

1.43%

Lehman Brothers Holdings Inc.

Sep. 2008

$613,000,000,000

$956,957,469

0.16%

Lyondell Chemical Company

Jan. 2009

$22,000,000,000

$205,932,292

0.94%

American Airlines

Nov. 2011

$11,000,000,000

$391,637,858

3.56%

Washington Mutual, Inc.

Sep. 2008

$8,000,000,000

$271,085,213

3.39%

Edison Mission Energy

Dec. 2012

$5,000,000,000

$96,244,628

1.92%

Energy Future Holdings Corp.

Apr. 2014

$40,000,000,000

$450,110,233

1.13%

Puerto Rico

2017

$1,075,000,000

1.68%

$64,000,000,000

Summary
Statistics
Avg.

1.89%

Max

3.56%

Min

0.16%

Med

1.68%

Puerto Rico involves added complexity as the largest public sector restructuring in the history of the United States

Emergency reserve: The Commonwealth must establish an emergency reserve of $1.3
billion, or ~2.0% of FY2018 GNP, by reserving $130 million per year for 10 years starting in
FY2019. The methodology supporting this reserve is informed by guidance provided to other
Caribbean islands by the International Monetary Fund in defining an adequate emergency
reserve (2-4% of GNP, accumulated at 0.5% per year). 19 Restrictions on the use of this fund
must ensure that it is a true emergency reserve.

5.2.9 Gross-ups for tax credits and COFIM
For each of the gross-up revenue items included in Section 5.1.5 and Section 5.1.6 an
equivalent expenditure is included in the baseline expense forecast.

Surplus potentially not available for Commonwealth
The 2019 Fiscal Plan financial projections show the surplus generated by all entities covered
by the Commonwealth Fiscal Plan. However, some of the surplus is generated by
Commonwealth public corporations, and the Commonwealth’s ability to access such surplus
amounts could be at risk without further legislative action. In particular, the surplus generated
by the State Insurance Fund Corporation (SIFC) and the Cardiovascular Center Corporation
of Puerto Rico and the Caribbean may be inaccessible. As such, the 2019 Fiscal Plan also
represents what the surplus would be should these funds be inaccessible (Exhibit 20).

19 IMF Bahamas Article IV report published March 22, 2018
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EXHIBIT 20: SURPLUS POTENTIALLY NOT AVAILABLE FOR COMMONWEALTH
Gap/surplus after measures and structural reforms, $M
Gap/surplus post-measures/structural reforms

FY19-24 cumulative surplus, $B
4,000

Gap/surplus excluding surplus potentially not available1

13.7

3,500

12.6

3,000
2,500
2,000

FY19-49 cumulative
surplus, $B
19.7

1,500

14.3

1,000
500
0
2018

20

22

24

26

28

30

32

34

36

38

40

42

44

46

48

2050

-500
-1,000
-1,500
1 These surplus amounts are generated by Commonwealth corporations and the Commonwealth’s ability to access such surplus amounts could be at risk without further legislative action

LONG-TERM PROJECTIONS AND DEBT
SUSTAINABILITY ANALYSIS (DSA)
While the 2019 Fiscal Plan emphasizes actions to be taken in the period from FY2019-FY2024,
the Oversight Board’s ultimate goal is to put Puerto Rico on a path towards long-term fiscal
balance. Accordingly, long-term projections are an important component in evaluating the
2019 Fiscal Plan’s implementation and in the resulting Debt Sustainability Analysis (DSA).
The outcome of the DSA pertains to traditional debt only, and not to other types such as
contingent or no-default debt. Given large swings in debt sustainability shown in the
sensitivity analysis, the amount of sustainable debt should be made contingent on several
factors. Finally, the debt sustainability analysis should account for new facts when available
and errors when proven.
The 2019 Fiscal Plan is a 30-year plan, as any restructuring of the Commonwealth’s legacy
obligations will not extend beyond 30 years. In addition, longer-term projections involve even
further forecasting risk.

Macroeconomic, revenue and expenditure projections
Most macroeconomic trends are projected to be variable throughout the hurricane recovery
period, with a bounce back in economic activity in FY2019 and FY2020 that then declines as
disaster relief funding drops off considerably and structural reform growth rates are muted.
Nominal growth is 1.0-2.0% from FY2035 onward. Population is estimated to steadily decline
at an average rate of 1.4% from 2019-2024, reaching a ~1.4% annual decline in the long term,
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largely due to declining fertility rates. Inflation settles at a run-rate of 2.0% as it is expected to
converge to mainland forecasts.
20

Most revenues are projected to grow with nominal GNP in the long term. This includes SUT,
corporate income tax, personal income tax, non-resident withholding not paid by Act 154
entities and most General Fund revenues. Exceptions include:
■

Alcoholic beverages and cigarette-related tax revenues, which are expected to
grow by inflation and population. This assumption is supported both by relatively constant
alcohol consumption in growing economies along with long-term decline in cigarette
consumption both in Puerto Rico and the U.S. mainland.

■

Rum excise on off-shore shipments, is expected to grow by U.S. mainland population
and is partially driven by the statutory waterfall by which rum excise taxes are paid into
the General Fund.

■

Non-resident withholding (NRW) and Act 154 revenues, which will face declines
due to U.S. tax reform, supply chain diversification, and patent expirations. FY2019
reporting year-to-date suggests that such a decline had not yet begun, but the underlying
risks have not changed. As such, the decline in revenues has been pushed back on year to
begin in FY2020, after which a gradual decline in revenues (between $100-200 million per
year) leads to a steady state of $859 million in annual Act 154 revenues beginning in
FY2031. NRW payments made by Act 154 payers are projected to follow a similar
trajectory. After reaching steady state in FY2031, both remain flat at ~45% and ~55% of
their FY2018 levels, respectively. NRW revenues not related to Act 154 payers continue to
grow with nominal GNP.

■

Independently Forecasted Component Units (IFCU) revenues: IFCU revenues
are projected on a line item basis and grow by the same values as in the short-term
projections (largely by nominal GNP, with exceptions for those related to healthcare,
population, or other factors). The only IFCU with a different short-term and long-term
revenue projection is State Insurance Fund Corporation, for which the Fiscal Plan projects
an increase in revenues related to disaster recovery for FY2019-FY2032, reflecting the
short-term increase in construction sector activity.

Tax legislation from Act 257 (2018) is projected to be revenue-neutral over the course of the
2019 Fiscal Plan, with reductions in sales and use taxes offset by revenue gains in income taxes.
Federal fund revenues grow based on historical and statutory appropriations. Medicaid
receives the most significant federal funding. Standard Medicaid matching funds grow by the
medical services component of CPI-U, CHIP funding grows proportional to premiums growth,
Municipal intra-governmental transfers remain constant, and prescription drug rebates grow
proportionally to healthcare costs and population.
Just as most revenues grow by GNP, most expenditures grow by standard inflation after
FY2024. Exceptions include:
■

Medicaid premiums grow at a faster pace than standard inflation, and are instead
grown by healthcare inflation and population change. After FY2024, the age-mix-adjusted
PMPM inflation rate is expected to increase slightly from 4.90% in FY2024 to 5.10% in
FY2038, then to fall to 4.97% by FY2049. This projection is inclusive of two countervailing
factors. First, on average, cost per person will increase as the population on Medicaid shifts
into older age brackets (i.e., there will be people within the 55-65 age bracket on Medicaid).
Second, general cost efficiency spillovers from the U.S. mainland are expected to exert
downward pressure on PMPMs. Non-premium costs, such as administrative and payroll
costs grow by standard inflation in the long-term.

20 This methodology is consistent with general IMF forecasting approaches and is intended to capture the overall change in
consumption, investment and production within the economy
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■

Capital expenditures are anticipated to rise to 1.9% of GNP (in line with the mainland
average) by FY2038, increasing the annual Commonwealth average to $764 million over
FY2038-FY2049, as Puerto Rico must sustain a higher level of maintenance and rely on
its own funding for capital investments (rather than disaster relief funding). Cost match
for disaster-related federal funding increases to an average of ~$101 million from
FY2026 to FY2032, as the Commonwealth pays the entirety of the cost match during that
period. The Commonwealth is not responsible for the portion of funds allocated to
instrumentalities (e.g., PREPA, PRASA, HTA).

■

Independently Forecasted Component Units (IFCU) expenditures are
forecasted on a line item basis. Most grow with standard Puerto Rico inflation with some
exceptions, such as healthcare- or claims-related expenditures. Over the long-term, the
expenses of healthcare-related IFCUs (e.g., ASEM, Cardio) are projected to grow faster
than revenues, creating a deficit. This Fiscal Plan assumes deficits related to healthcare
will be funded by the Commonwealth.

Fiscal measures grow by their relevant macroeconomic indicator (e.g., revenues by nominal
Puerto Rican GNP, expenditures by Puerto Rican inflation, healthcare measure by health
inflation and population).
The long-term macroeconomic projections show trends as below (Exhibit 21 and Exhibit
22).
EXHIBIT 21: 30-YEAR FINANCIAL PROJECTIONS
Nominal GNP growth, %

Nominal GNP per capita, $K
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Average: 1.5%
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1 Own revenues includes all Commonwealth-collected revenues and excludes all federal transfers and gross up revenues; includes impact of COFINA settlement
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EXHIBIT 22: LONG-TERM FISCAL PLAN PROJECTIONS POST-MEASURES AND STRUCTURAL
REFORMS
Financial projection detail post-measures and structural reforms, units as labeled
Projection

FY2024

Population, thousands
Population growth rate, %
Real GNP growth, %

FY2029

FY2034

FY2044

FY2039

FY2049

2,903

2,779

2,622

2,453

2,295

2,142

(1.1%)

(1.0%)

(1.3%)

(1.3%)

(1.3%)

(1.4%)

0.5%

(0.9%)

(0.7%)

(0.6%)

0.0%

(0.1%)

Nominal GNP, $M

77,670

80,441

84,298

90,405

99,037

108,996

Nominal GNP per capita, $

50,873

26,756

28,949

32,152

36,861

43,163

Nominal GNP per capita growth, %

3.1%

1.5%

2.2%

2.7%

3.3%

3.2%

Inflation, %

1.5%

1.4%

1.6%

2.0%

2.0%

2.0%

6,774

1,468

-

-

-

-

Revenues1, $M

20,778

21,238

22,000

23,460

25,526

27,947

Commonwealth revenues

15,640

15,711

16,045

16,983

18,412

20,125

5,139

5,526

5,955

6,477

7,114

7,822

Expenditures1, $M

($18,658)

($19,979)

($21,573)

($23,728)

($26,098)

($28,746)

Commonwealth-funded expenditures

($13,644)

($14,562)

($15,699)

($17,293)

($18,981)

($20,868)

($5,014)

($5,417)

($5,874)

($6,435)

($7,117)

($7,878)

2,120

1,259

426

(268)

(571)

(799)

(1,692)

(1,995)

(1,780)

(1,150)

(163)

(50)

Net gap / surplus, $M

429

(736)

(1,353)

(1,418)

(734)

(848)

Surplus potentially not available3, $M

198

152

141

157

190

244

Disaster funding, $M

Federal transfers

Federally-funded expenditures
Gap/surplus, $M
Contractual debt service payments 2

1 Revenues and expenditures excluding gross up adjustments
2 Debt service based on prepetition contractual debt obligations. Presented for illustrative purposes only & does not represent anticipated future payments on restructured debt. Includes GO
PBA, CCDA, PRIFA, PFC, ERS, PRIDCO. The 2019 Fiscal Plan does not assume any predetermined outcome of ongoing litigation with respect to GO bonds
3 These surplus amounts are generated by Commonwealth corporations and the Commonwealth’s ability to access such surplus amounts could be at risk without further legislative action

EXHIBIT 23: ANNUAL GAP/SURPLUS BASED ON IMPACT OF STRUCTURAL REFORMS
Scenario
(SR growth uptick)

Annual gap/surplus based on impact of structural reforms, $M USD (nominal)
$B Cumulative surplus
3,500
3,000
2,500
2,000

14

1,500

13

1,000
500
0
2018 20
-500

22

24

26

28

30

32

34

36

38

40

42

44

46

48
20

-1,000

Implementation
of the 2019 Fiscal Plan
(1.02%)

-1,500
-2,000
-2,500
-3,000
(15)

-3,500
-4,000

Projected surplus
without any
structural reforms (0.0%)

The 2019 Fiscal Plan forecasted surpluses are primarily revenue driven in the short term,
with accelerating forecasted expenditure growth producing out-year deficits. Short-term
surpluses are driven by fiscal measures and structural reforms, accompanied by federal
funding for Medicaid and disaster relief and enhanced revenue actuals (Exhibit 23). Long42
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term deficits are driven by healthcare costs that outpace GNP growth, lack of robust
structural reforms, phase out of disaster relief funding, and declining Act 154 revenues.
While the 2019 Fiscal Plan projects deficits as from FY2038 onward, the Government will be
required to take additional measures that go beyond the five-year framework of this 2019
Fiscal Plan as the Puerto Rico Constitution requires the Government to operate within a
framework of fiscal balance. Accordingly, what follows are a set of options future governments
can consider in order to obtain fiscal balance in the out-years. Some of these reforms—which
would reduce deficits and therefore make funds available for a variety of potential uses,
including investment in the people of Puerto Rico—have been proposed by the Oversight
Board, but not been adopted, and the Oversight Board cannot implement them on its own.
■

Labor reform, generating an additional 0.50% GNP growth over two years, by repealing
Law 80, reducing paid leave, and eliminating the Christmas Bonus. Key reforms could
require incentives, such as wage subsidies for low-income workers and training programs
to address identifiable skills gaps. The reform is projected to increase the 30-year surplus
by $13 billion if implemented after 10 years (FY2029) and by $4 billion if implemented
within 20 years (FY2039).

■

Ease of Doing Business reform, generating an additional 0.15% GNP growth, based
on instituting Trading Across Borders reform to improve customs processes and
congestion and repealing restrictive laws (e.g., Laws 21 and 75 dictating terms for
terminating commercial supplier relationships). The 30-year surplus is projected to
increase by $4 billion if implemented after 10 years (FY2029) and by $1 billion if
implementation lags by 20 years (FY2039).

■

Overhaul of the tax system of Puerto Rico to stimulate growth, requiring short-term
investment (lower revenues in short-term) for long-term growth benefits up to 0.5%
spread over 5 years. The reform is projected to increase the 30-year surplus by $10 billion
if implemented after 10 years (FY2029) and by $2 billion if implementation lags by 20
years (FY2039).

■

Imposing a cap on total healthcare expenditure growth at 1% above standard
inflation is projected to result in savings of ~$11 billion by FY2049 if implemented in
FY2029 and $2.3 billion if implemented in FY2039.

■

Securing additional permanent federal funding for Medicaid of ~$1B per year
projected to grow with inflation is projected to increase the 30-year surplus by $25 billion
if begun in FY2029 and $12 billion if begun in FY2039.

Risks to the long-term projections in the 2019 Fiscal Plan. While the 2019 Fiscal
Plan projects that ~$26 billion surplus will be generated through FY2019-2037, there are
several variables that have a material impact on the long-term financial projections in the
2019 Fiscal Plan. For example, revenues could be compromised through lower growth
generated by delayed or not implemented structural reforms, lower than expected federal
funding for reconstruction, less efficient spending on capital than projected. Both revenues
and expenditures could be impacted by demographic shifts not yet seen on the Island, and in
the areas of government expenditures:
■

Lack of implementation of healthcare reform measures could affect the longterm projections of the 2019 Fiscal Plan. If healthcare reform measures are not
implemented starting in FY2020 the surplus would decrease by $27 billion.

■

Implementation risk of agency efficiency measures also exists. For example, if
only 50% of the projected run rate agency efficiency measures are achieved, the 30-year
surplus would decrease by $33.4 billion. Similarly, if only 75% of the projected run rate
agency efficiency measures are achieved, the 30-year surplus would decrease by $16.7
billion.
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Managing deficits with early year surpluses. The 2019 Fiscal Plan projects a surplus—
generated by structural reforms, fiscal measures, and increased federal funding—through
FY2037, and deficits thereafter. In addition to implementing the structural reforms identified
above, these would increase the Island’s competitiveness, improve its economy, and produce
surpluses. If and when there are deficits in any year, there are also a number of strategies that
the Oversight Board and Government can pursue to manage those deficits with early year
surpluses. Options include prepaying future legacy obligations, such as debt or pensions;
buying back existing debt; and using new money debt to finance capital expenditures.

Debt Sustainability Analysis (DSA)
The DSA is intended to provide a framework for assessing the long-term capacity of the
Government to pay debt service on its bonded debt. Debt levels post-restructuring need to be
sustainable over the long-term and consistent with both a minimal risk of default on the
restructured debt and a recovery of market access for future new money capital borrowings
for ongoing infrastructure investment. The analysis begins with the 2019 Fiscal Plan and is
then informed by the debt sustained by the most appropriate peer group against which to
benchmark Puerto Rico. The DSA then applies rating agency metrics for that benchmark
group to Puerto Rico to arrive at an assessment of what debt levels are sustainable in light of
long-term projections and the peer metrics. Net tax-supported debt is defined as debt payable
from statewide taxes and other general resources, net of obligations that are self-supporting
from pledged sources other than state taxes or operating resources (such as utility or local
government revenues). Puerto Rico has approximately $45 billion of net tax-supported debt
comprised of GO, PBA, COFINA, PRIFA, HTA, CCDA, ERS, PFC, and UPR. Net of the COFINA
debt that has already been restructured pursuant to its own Title III Plan of Adjustment,
Puerto Rico’s other net tax-supported debt outstanding totals approximately $27 billion.
U.S. states as peer comparables. For many reasons, U.S. states are the most appropriate
comparison group to use in benchmarking sustainable debt levels for Puerto Rico. Like U.S.
states, Puerto Rico does not control its own currency, has no access to IMF restructuring
support programs or similar international sovereign relief funding packages, and traditionally
has been reliant on access to the same long-term municipal bond market used by the U.S.
states to finance their capital needs. Puerto Rico’s bonds also are rated by the same rating
agency analyst groups that assign ratings to U.S. states, not by foreign sovereign bond rating
analysts. For these and other reasons, Puerto Rico has more similarities to U.S. states than to
sovereign nations. By virtually any measure tracked by the rating agencies, Puerto Rico’s
existing debt levels are clear outliers relative to these U.S. state peers (Exhibit 24).
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EXHIBIT 24: US STATES AS COMPARABLES
Net tax-supported debt, % of GDP

Net tax-supported debt to state personal income, %

60%

120%

55.1

102.4

50%

100%

40%

80%

30%

60%

20%

40%

10%
0%

0.4

2.6

Lowest 10
state average

U.S. average

20%

5.9

0%
Highest 10
state average

Puerto Rico

0.5

2.9

6.8

Lowest 10
state average

U.S. average

Highest 10
state average

Puerto Rico

Debt service, % of own-source revenues1

Net tax-supported debt per capita, $/person
$20,000

40%
16,662

$15,000

30%

$10,000

20%

$5,000
$0

239

9.2

10%

3,779

Lowest 10
state average

28.1

4.5

1,477

1.0
0%

U.S. average

Highest 10
state average

Puerto Rico

Lowest 10
state average

U.S. average

Highest 10
state average

Puerto Rico

1 Own revenues includes all Commonwealth-collected revenues and excludes all federal transfers
SOURCE: Moody's investors service, “Medians – State debt continues slow growth trend from April 24, 2018”; Puerto Rico data from Moody's investors service, “Medians – Total State Debt Remains
Essentially Flat in 2017 from May 3, 2017”
NOTE: Puerto Rico benchmark metrics per Moody’s debt service as % of revenues based on 2015 own-source government revenues, personal income reflects FY18 preliminary estimates from
Commonwealth. In Puerto Rico’s case, net tax supported debt totals approximately $45 billion and includes GO, PBA, COFINA, PRIFA, HTA, CCDA, ERS, PFC, and UPR

While some observers note that Puerto Rico residents do not pay federal income taxes, they
do pay Social Security and Medicare taxes, and the low per capita income levels would place
most Puerto Ricans in a tax bracket where they would otherwise pay little or no federal income
tax. Meanwhile, federal reimbursement levels provided to Puerto Rico for the largest
Commonwealth spending programs (including Medicaid and transportation) are capped at
levels well below the FMAP and federal highway reimbursement levels provided to comparably
sized and wealthier states. Puerto Rico’s residents pay graduated income taxes to Puerto Rico
at brackets comparable to the federal income tax rates, thereby providing the funds needed to
provide services to the Puerto Rico resident population, which is far poorer than the
population of any U.S. state. Yet Puerto Rico receives less federal support. The 2017 U.S.
Census Bureau estimate of per capita income in Puerto Rico was $12,081, 46.3% below the
lowest U.S. state and 61.2% below average U.S. mainland per capita income. 21
In general, foreign sovereigns are not the most appropriate comparable to use in determining
Puerto Rico’s debt sustainability levels given the reasons described above, but of foreign
sovereigns, smaller European Union countries offer the closest comparator. Like Puerto Rico,
these EU nations also lack their own currency and monetary policy levers, although they can
and do access IMF financial support. Puerto Rico’s current debt levels are also an outlier when
compared to these EU sovereigns (Exhibit 25).

21 U.S. Census Bureau Quickfacts, 2017
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EXHIBIT 25: EU SOVEREIGNS AS COMPARABLES
Net tax-supported debt, % of own revenues1

Gross public debt, % of GNP (PR) / GDP (EU)
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250%
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40%
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-

Puerto
Rico

Bulgaria

Czech
Republic

Estonia

Latvia

Lithuania

Malta

Slovenia

Puerto
Rico

Bulgaria

Czech
Republic

Estonia

Latvia

Lithuania

Malta

Slovenia

1 Own revenues includes all Commonwealth-collected revenues and excludes all federal transfers
SOURCE: Puerto Rico data from Commonwealth sources and Board Economist; European Commission Debt Sustainability Monitor 2017 Institutional Paper 071, published January
2018 and data from the World Bank at https://data.worldbank.org/

Metrics for debt sustainability. Viewing U.S. states as the most comparable group for
benchmarking Puerto Rico, the DSA uses the debt ratio metrics in the April 24, 2018 Moody’s
Investors Service (“Moody’s) report “States – U.S. Medians – State debt continues slow growth
trend” and the “Fixed Costs” ratio metrics in Exhibit 20 of the August 27, 2018 Moody’s report
“States – U.S. Medians – Adjusted net pension liabilities spike in advance of moderate
declines” to develop a range of levels for sustainable debt capacity, including maximum annual
debt service levels for Puerto Rico on its restructured existing debt. The key debt ratios and
“Fixed Cost” ratios for the ten lowest indebted states, the ten highest indebted states, and the
mean for all U.S. states are shown below (Exhibit 26).
EXHIBIT 26: KEY DEBT RATIOS FOR TEN HIGHEST INDEBTED STATES
Net tax-supported debt

Net tax-supported debt to

Net tax-supported debt per

Debt Service

Fixed Costs

% of GDP1

state personal income, %1

capita, $1

% of own-source revenues2

% of own-source revenues2

1
2
3
4
5
6
7
8
9
10

Low 10
Mean
Top 10

0.4%
2.6%
5.9%

Connecticut
Hawaii
Massachusetts
New Jersey
Mississippi
Illinois
Kentucky
Washington
New York
Rhode Island

9.0%
8.9%
8.3%
6.7%
5.1%
4.7%
4.5%
4.1%
4.1%
4.0%

Low 10
Mean
Top 10
1
2
3
4
5
6
7
8
9
10

Hawaii
Massachusetts
Connecticut
New Jersey
Illinois
Delaware
Mississippi
New York
Kentucky
Washington

0.5%
2.9%
6.8%
10.4%
9.5%
9.5%
7.0%
5.6%
5.5%
5.2%
5.2%
5.1%
5.0%

1
2
3
4
5
6
7
8
9
10

Low 10
Mean
Top 10

$239
$1,477
$3,779

Connecticut
Massachusetts
Hawaii
New Jersey
New York
Illinois
Washington
Delaware
California
Rhode Island

$6,544
$6,085
$5,257
$4,281
$3,082
$2,919
$2,662
$2,587
$2,188
$2,188

Low 10
MEAN
Top 10
1
2
3
4
5
6
7
8
9
10

Connecticut
Massachusetts
Hawaii
New Jersey
Illinois
New York
Washington
Kentucky
Maryland
Mississippi

1.0%
4.5%
9.2%
13.80%
11.70%
10.50%
9.40%
9.20%
8.10%
7.70%
7.30%
7.00%
6.90%

1
2
3
4
5
6
7
8
9
10

Low 10
MEAN
Top 10

3.6%
10.3%
20.9%

Connecticut
Illinois
Hawaii
Kentucky
Massachusetts
New Jersey
Pennsylvania
Maryland
West Virginia
Utah

30.30%
28.40%
24.80%
20.50%
19.90%
19.10%
17.90%
17.50%
16.00%
14.20%

1 Moody's investors service, “Medians – State debt continues slow growth trend from April 24, 2018”
2 Moody’s investors service, “Medians – Adjusted net pension liabilities spike in advance of moderate declines from August 27, 2018”
“Fixed costs” are the FY2017 sum of each state’s (1) net tax-supported debt service expense and their (2) actual budgetary contributions to pension expense and retiree health care
(“OPEB”), as reported by Moody’s

Exhibit 26 uses the long-term 30-year macroeconomic forecast to determine a range of
implied debt capacity based on the debt and fixed cost metrics of the average U.S. state. The
debt capacity ranges shown are based off the following five methodologies: (i) debt to ownsource revenues, (ii) debt per capita, (iii) debt to state personal income; (iv) debt to GDP and
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(v) fixed costs to own-source revenues. Implied debt capacity and expected growth in debt
capacity must be sufficient to cover both restructured debt and debt service on any future new
money capital borrowings Puerto Rico needs to maintain its public infrastructure. To the
extent new and additional revenues are enacted in the future, including revenues designed to
support future capital projects or generated by public-private partnership infrastructure
investments, then those initiatives could generate additional debt capacity for Puerto Rico that
is not reflected in the current 2019 Fiscal Plan projections. The 5-year average capacity
statistics represent the average par amount between the four methodologies of an implied 5%
30-year level debt service structure. Moody’s defines “fixed costs” as the sum of a state’s annual
debt service and its annual budgetary pension and retiree health care (i.e. OPEB)
expenditures. Given that Puerto Rico’s public employee pension system is essentially zero
percent funded—and that as a consequence the central Government must pay pension
expenditures on a fully “pay go” basis from budgeted revenues each year—the fixed costs ratio
helps capture that burden in comparison to the level of fixed costs as a percentage of OwnSource Revenues for U.S. States.
EXHIBIT 27: IMPLIED NET TAX-SUPPORTED DEBT CAPACITY RANGE BASED ON AVERAGE
U.S. STATE ($M)
Implied debt capacity range based on average US state, $M

$30,000

$25,000

$20,000

$15,000
Average FY’42-’48: $6,301

$10,000

Average FY’36-’41: $4,645
Average FY’30-’35: $4,349

$5,000

Average FY’24-’29: $4,218
Average FY’18-’23: $4,104

–
FY2018

FY2023

FY2028

FY2033

FY2038

FY2043

Debt to GDP

Debt to Personal Income

Debt Per Capita

Debt Service to Own Source Revenues

FY2048

Fixed Costs to Own Source Revenues
For illustration purposes; values in ($000’s)
The Own Source Revenues metric used for the Debt Service and Fixed Costs measures excludes the 53.65% Pledged Sales Tax Base Amount used to pay the restructured COFINA bonds,
and also excludes Federal Transfers. In all cases, future implied debt capacity range is limited to the Debt Service to Own Source Revenues Metric.

Exhibit 28 uses the long-term 30-year macroeconomic forecast to determine a range of

implied debt capacity based on the debt metrics of the 10 highest indebted U.S. states. The
debt capacity ranges shown are based off the following four methodologies: (i) debt service to
own source revenues, (ii) debt per capita, (iii) debt to state personal income, (iv) debt to GDP
and (v) fixed costs to own-source revenues. Implied debt capacity and expected growth in debt
capacity must be sufficient to cover both restructured debt and future debt issuance. The 5year average capacity statistics represent the average par amount between the four
methodologies of an implied 5.0% 30-year level debt service structure.
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EXHIBIT 28: IMPLIED NET TAX-SUPPORTED DEBT CAPACITY RANGE BASED ON TOP-10
HIGHEST INDEBTED U.S. STATE DEBT METRICS ($M)
Implied debt capacity range based on top-10 highest indebted US state debt metrics, $M

$30,000

$25,000

Average FY’42-’48: $16,748

$20,000

Average FY’36-’41: $15,035

Average FY’30-’35: $13,502

$15,000
Average FY’24-’29: $12,924

$10,000
Average FY’18-’23: $12,392

$5,000

–
FY2018

FY2023

FY2028

FY2033

FY2038

FY2043

Debt to GDP

Debt to Personal Income

Debt Per Capita

Debt Service to Own Source Revenues

FY2048

Fixed Costs to Own Source Revenues
For illustration purposes; values in ($000’s)
The Own Source Revenues metric used for the Debt Service and Fixed Costs measures excludes the 53.65% Pledged Sales Tax Base Amount used to pay the restructured COFINA bonds,
and also excludes Federal Transfers. In all cases, future implied debt capacity range is limited to the Debt Service to Own Source Revenues Metric.

The illustrative implied levels of the Government’s restructured debt in the previous chart are
calculated by applying the Net Tax Supported Debt ratios of the “top ten” U.S. states (in terms
of debt load) to Puerto Rico’s future projected GDP, population and Own-Source
Revenues. Debt Service to Own Source Revenue and Fixed Costs to Own Source Revenues
figures are derived assuming debt service of a long-term level debt service structure, with a 5%
average coupon.
Maximum annual debt service cap on restructured fixed payment debt. The
implied debt capacity and expected growth in debt capacity must be sufficient to cover both
the payments due on the restructured debt and all payments due on future new money
borrowings. Accordingly, the aggregate debt service due on all fixed payment debt issued in
the restructuring of the Government’s existing tax-supported debt should be capped at a
maximum annual debt service (“MADs”) level. The cap would be derived from the U.S. state
rating metrics, and specifically from what Moody’s calls the “Debt Service Ratio.” The Debt
Service Ratio is the ratio of total payments due in a year on all existing net tax-supported debt
over that state government’s own-source revenues (i.e., excluding federal transfer payments)
in that year.
The Moody’s report indicates that the average Debt Service Ratio for the all U.S. states is 4.5%.
The Moody’s report indicates that the average Debt Service Ratio for the top 10 most indebted
states is 9.2%. To the extent either of these Debt Service Ratios is used to set a MADs cap on
the restructured debt and the Primary Surplus is below the MADs level, then the debt service
due on fixed payment debt would need to be set at the lower of the amount available for debt
service or the MADs limit.
With respect to the Moody’s Fixed Costs Ratio, the August 2018 Moody’s report indicates that
the average Fixed Costs Ratio for all U.S. States is 10.3%. The same report indicates that the
average Fixed Costs Ratio for the 10 States with the highest Fixed Costs Ratios is 20.9%.
Any additional cash flow above the MADs cap applied to the restructured fixed payment debt
that is generated over the long-term from successful implementation of the 2019 Fiscal Plan
could be dedicated to a combination of contingent “growth bond” payments to legacy bond
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creditors, debt service due on future new money borrowings needed to fund Puerto Rico’s
infrastructure investments and additional “PayGo” capital investment to reduce the
Government’s historically out-sized reliance on borrowing to fund its needs, among other
purposes.
Debt sustainability analysis. Exhibit 29 calculates implied debt capacity based on a range
of interest rates and 2019 Fiscal Plan risk factors under an assumed illustrative 30-year term
and level debt service. The risk factor is calculated by reducing the amount of projected cash
flow available per year for debt service by a certain percentage. For example, a 20% risk factor
case would use only 80% of the projected cash flow available to pay debt service on fixed
payment debt.
EXHIBIT 29: IMPLIED DEBT CAPACITY BASED ON RANGE OF INTEREST RATES AND RISK
FACTORS ($M)
Implied debt capacity based on range of interest rates and contingency, $M
Sensitivity Analysis: Implied Debt Capacity at 20%
Implementation Risk
Illustrative Cash Flow Available

Sensitivity Analysis:
Varying PV Rates

$400

$600

$800

$1,000

4.0%

$5,533

$8,300

$11,067

$13,834

5.0%

4,919

7,379

9,838

12,298

6.0%

4,405

6,607

8,809

11,012

Sensitivity Analysis: Implied Debt Capacity at 5% PV Rate
Illustrative Cash Flow Available
10.0%
Sensitivity Analysis:
Varying Implementation Risk

$400

$600

$800

$1,000

$5,534

$8,301

$11,068

$13,835

20.0%

4,919

7,379

9,838

12,298

30.0%

4,304

6,456

8,609

10,761

1 Values in $millions

Restoration of cost-effective market access. Without delay, the Government must
develop and adhere to structurally balanced budgets reflecting ongoing fiscal discipline, timely
publication of audited financial statements and related disclosure information; it must
restructure its current excessive debt load to a sustainable level. As Puerto Rico seeks to regain
cost-effective capital markets access, rating analysts and investors will demand that the
Commonwealth demonstrate improvement in all four core areas of creditworthiness identified
by Moody’s: the economy, government finances, governance and “fixed cost” debt service and
pension expenditures. Together, these and other measures outlined in the 2019 Fiscal Plan
can chart a path to restoring Puerto Rico’s market access.
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PART III: Restoring growth to the Island
A sustainable fiscal and economic turnaround depends largely on comprehensive structural
reforms to the economy of Puerto Rico. Only such reforms can drive growth in the economy,
reversing the negative growth trend over the last ~10 years and enabling the Island to become
a vibrant and productive economy going forward. To reverse the negative economic trends,
the Government must pursue the reforms outlined below. The impact and timing of these
reforms has been adjusted to reflect the Government’s lack of action, but the Government
should take immediate action to spur progress on these reforms in order to benefit from their
potential economic impact:


Human capital and welfare reforms will improve workforce participation and the
well-being and self-sufficiency of welfare recipients, resulting in a cumulative GNP
impact of 0.15% by FY2025. This represents a delay compared to the October 2018
Certified Fiscal Plan. The impact is enhanced in the long-term as K-12 education
reforms begin adding an additional 0.01% GNP impact per year, resulting in an
additional 0.17% by FY2049.



Ease of doing business reforms will improve conditions for economic activity, job
creation, and business vitality, resulting in a cumulative GNP impact of 0.40% by
FY2023 (a reduction and delay from the October 2018 Certified Fiscal Plan).



Power sector reforms will improve availability and affordability of energy for
families and businesses, resulting in 0.30% cumulative GNP impact by FY2023. This
represents a change from the October 2018 Certified Fiscal Plan due to new timelines.



Infrastructure reform and capital investment will improve the flow of goods,
services, information, and people across the Island. It has not been scored to provide
a specific GNP uptick yet will likely contribute a consequential uptick in the Island’s
long-term development.

If these structural reforms were implemented at the pace and scale outlined in
the October 2018 Certified Fiscal Plan, they would have resulted in a sustained
0.95% annual increase to real GNP growth in aggregate by FY2021. The
Government has delayed implementation of critical reforms, including a 4+ year delay in full
the implementation of the Nutritional Assistance Program (NAP) work requirement – a
necessary complement to the Earned Income Tax Credit (EITC) program to enable individuals
to enter the formal economy—and a delayed implementation of specific business process
changes required to achieve significant improvement in burden and cost of doing business on
the Island.
As such, the 2019 Fiscal Plan assumes the growth from these reforms will only
reach 0.85% in the short term and does not occur until FY2025. As shown in Exhibit
30, these reforms equal approximately $34 billion in increased Commonwealth revenues over
FY2019-2049. If these reforms were implemented at the pace and scale included in the
October 2018 Certified Fiscal Plan, the additional revenues generated would be $45 billion. In
the long term, education reforms are projected to add an additional cumulative
0.17% to GNP growth, making total impact 1.02% by FY2049.
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EXHIBIT 30: IMPACT OF STRUCTURAL REFORMS
Impact of structural reforms, $M
Human Capital and Labor

Energy

Ease of doing business

Education

~34,000

350

332
0

4,639

161

15,224

170

11,725

300
250
200

171

150
107
100
50
9
0
FY18

FY19

FY20

FY21

90

53

44
18
27

53

81
921

0

FY22

FY23

FY24

FY19-24

FY19-49

HUMAN CAPITAL & WELFARE REFORM
Current state of human capital and welfare laws
Puerto Rico faces immense challenges with formal labor force participation and preparedness.
The Island’s formal labor force participation rate is only ~41%, far from the U.S. average (62%)
and even the lowest-ranked U.S. state (West Virginia, 54%), and well below other Caribbean
islands. 22, 23 In fact, according to World Bank data, Puerto Rico’s formal labor force
participation rate is currently 7th lowest in the world and has not ranked higher than the
bottom 20 in at least the last thirty years. 24 Puerto Rico’s youth unemployment rate is 25.8%,
more than double the world average (12.8) and over three times the U.S. average (8.2%). 25
Low labor force participation in Puerto Rico is a function of neither Hurricane Maria nor the
economic downturn that began in 2006; rather, low rates of employment are a long-term
structural problem that can be addressed only through significant changes to public policy.
Unless Puerto Rico substantially increases its labor force participation and employment,
incomes will always be far below those of residents in mainland states and outmigration will
continue to draw Puerto Ricans away from the Island. Puerto Rico could improve labor market
flexibility through repealing restrictive laws like Law 80 and creating labor conditions more
similar to those on the mainland, which would lead to increased labor force participation rates.
If Puerto Rico’s labor force participation rate were to grow to match even to that of the lowest
U.S. state, incomes would rise, poverty would decline, and the budgetary deficit would
improve. Increasing labor force participation and job creation may be the single most
important reform for long-term economic well-being in Puerto Rico.

22

The World Bank Group, 2018, via International Labour Organization, ILOSTAT database. Data retrieved in April 2019

23

Bureau of Labor Statistics, 2018 Employment status of the civilian noninstitutional population, annual averages by state
24 As of April 2019, Puerto Rico’s ranking has never surpassed 215th out of the 232 countries, states, and territories tracked by
The World Bank Group since The World Bank Group began collecting data in 1990
25 The World Bank Group, 2018, via International Labour Organization, ILOSTAT database. Unemployment as a % of the youth
labor force, ages 15-24. Data retrieved in April 2019.
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7.1.1 Labor laws
Puerto Rico’s historically low levels of formal labor force participation cannot be attributed to
any single factor but rather a range of public policies that have served to reduce employment
on the Island.
Perhaps the biggest barrier to hiring in Puerto Rico is its lack of “at-will employment,” which
would make it easier for employers to dismiss unsatisfactory employees. While there are
variations in labor laws among the 50 mainland states, 49 of them have adopted some form of
at-will employment. In Puerto Rico, Law 80 was passed in 1976 requiring employers to first
prove “just cause” before dismissing employees. Law 80’s “just cause” requirement applies to
any employees hired for an indeterminate period of time, as well as any employee with a tenure
longer than twelve months. In addition, Law 80 mandates significant severance pay: 3 months’
base wages, plus two weeks’ additional wages for every year of the outgoing employee’s tenure.
The need to establish just cause can be costly for employers because it typically leads to
litigation, and many employers simply pay severance to an unsatisfactory employee to avoid a
court dispute. Labor legislation like Law 80 that reduces flexibility can also have the additional
effect of skewing investment to capital rather than labor, reducing the positive impact of any
surplus on the labor market.
While some employees benefit from Puerto Rico’s lack of at-will employment, this policy
makes it costlier and riskier not only to dismiss, but also to hire, an employee. There is
evidence that such job protections lower employment opportunities. For example, studies
have found that laws preventing unfair dismissal caused reductions in employment,
particularly in labor-intensive industries; 26 and in U.S. states, a study 27 found that expanding
unfair dismissal protections caused employers to shift away from using less skilled workers
and toward greater use of capital investments and more skilled labor. When Colombia reduced
the cost of dismissing workers, unemployment fell and the size of the informal labor force
declined. 28 In a 2003 book on labor laws in Latin America and the Caribbean, Nobel Prizewinning economist James Heckman concluded that:
“Mandated benefits reduce employment and… job security regulations have a
substantial impact on the distribution of employment and on turnover rates. The
most adverse impact of regulation is on youth, marginal workers, and unskilled
workers. Insiders and entrenched workers gain from regulation but outsiders
suffer. As a consequence, job security regulations promote inequality among
demographic groups.”
The Government made strides to improve labor market conditions with the Labor and
Flexibility Act (Act 4-2017) in January 2017, which added flexibility to overtime regulations
and increased work requirements to become eligible for Christmas Bonus and severance pay,
among other reforms. However, there is more work to be done.

7.1.2 Welfare policies
In addition to the Island’s labor laws, Puerto Rico residents may also face disincentives to
participate in the formal labor market due to rules attached to various welfare benefits,
26 RAND Corporation, 1992
27 Autor, D, Kerr, W, Kugler. “Does Employment Protection reduce Productivity? Evidence from US States.” The Economic
Journal 177, 2007
28 Kugler (2004). See Dertouzos, James N., and Lynn A. Karoly. “Labor market responses to employer liability.” Rand
Corporation, 1992; Autor, David H., William R. Kerr, and Adriana D. Kugler. "Does Employment Protection Reduce
Productivity? Evidence from U.S. States." The Economic Journal (2007): F189-F217; Heckman, James. Law and employment:
Lessons from Latin America and the Caribbean. No. w10129. National Bureau of Economic Research, 2003; Kugler, Adriana
D. "The effect of job security regulations on labor market flexibility. Evidence from the Colombian Labor Market Reform." In
Law and Employment: Lessons from Latin America and the Caribbean, pp. 183-228. University of Chicago Press, 2004
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including the Nutritional Assistance Program (NAP), Medicaid, Section 8 public housing,
TANF, WIC, and other programs.
These benefits are sometimes stereotyped with a claim that “welfare pays more than work.”
While this may be true in isolated cases, the broader problem occurs when welfare
beneficiaries work in the formal sector and receive earnings that trigger a reduction in their
benefits. The phase-out of government transfer benefits as earned income increases acts as a
tax to disincentivize formal employment, as effective hourly wage (income received by working
minus the loss of benefits) can be substantially lower than the formal hourly wages received.
For many residents, working in the informal sector and collecting transfer benefits can often
result in higher effective income than working in the formal sector.
While transfer benefits in Puerto Rico are not more generous than on the mainland in dollar
terms, they are more generous relative to generally lower earnings on the Island. When
benefits are phased out as a beneficiary works, loss of benefits may be larger relative to
earnings than for a mainland worker. This can serve as a greater disincentive to work than on
the mainland.
It is difficult to quantify how large such disincentive effects may be due to limitations on the
data available. Different individuals entitled to different sets of benefits are thus faced with
various incentives that inform the ways they engage with the labor market. For a full-time
minimum wage worker who receives significant assistance (e.g., TANF, Medicaid), the loss of
benefits will offset most or all income received from work, leaving the household no better
off. 29 It is reasonable to conclude that for many welfare beneficiaries, formal sector work may
sometimes do little to increase household incomes.
Though few Puerto Rico residents receive all these benefits, 30 even receipt of a single type of
benefits can alter incentives to engage in the formal workforce. For instance, as of 2016, a
single mother with two children and annual income below $4,900 was eligible to receive
approximately $4,229 in annual NAP (“food stamp”) benefits in 2016. But should that
individual work 35 hours per week at the minimum wage, her annual earnings of $12,180
would cause her to lose eligibility for food stamps. Net of taxes on her earnings, working fulltime would increase her household’s annual income by only $7,002, equivalent to an hourly
wage of only $3.86. Under those conditions, some individuals may choose not to work in the
formal labor market.
Mainland states face many of these same incentive issues, which they address in two ways.
First, residents of mainland states are eligible for the federal Earned Income Tax Credit
(EITC), which provides a partial refund against federal income taxes for eligible low-income
workers. Many states supplement the federal EITC to increase benefits to recipients. By
increasing the reward to work, the EITC has been shown to increase labor force participation.31
However, because Puerto Rico residents do not pay federal income taxes they are not currently
eligible for the federal EITC.
Likewise, the Federal Government requires that food stamp programs on the mainland
(Supplemental Nutrition Assistance Program, “SNAP”) contain a work requirement. In
general, working-age SNAP beneficiaries on the mainland must register for work, cannot turn
down a job if offered, and may be required by the state to attend education or work training
classes. In addition, federal law requires that non-disabled adults without dependents must

30 See Héctor R. Cordero-Guzmán, “The production and reproduction of poverty in Puerto Rico,” in Nazario, Carmen R., ed.
Poverty in Puerto Rico: A Socioeconomic and Demographic Analysis with Data from the Puerto Rico Community Survey (2014).
Inter American University of Puerto Rico, Metro Campus, 2016. Cordero. Notes that the number of TANF beneficiaries in
Puerto Rico is relatively modest and many, due to age or disability, are unlikely to work under any conditions
31 See Eissa, Nada, and Jeffrey B. Liebman. "Labor supply response to the earned income tax credit." The Quarterly Journal of
Economics 111, no. 2 (1996): 605-637
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work, attend education, or volunteer at least 20 hours per week to maintain eligibility for
benefits.
Puerto Rico’s labor and welfare laws may help explain why, despite the Island’s natural beauty,
attractions and ease of access from the U.S. market, employment in tourism-related industries
is low. As of April 2018, according to the Federal Bureau of Labor Statistics (BLS), Puerto Rico
employed only 80,000 individuals in the leisure and hospitality industries—15,000 fewer
tourism-related jobs than the state of Nebraska 32, which both lacks Puerto Rico’s natural
assets and has an overall population over one-third smaller than that of Puerto Rico.

7.1.3 Workforce preparedness
Finally, Puerto Rico’s potential workforce is also not well prepared to fill jobs currently needed
by the economy. Poor skill development is largely driven by low educational quality and
attainment. Around 20% of Puerto Rico’s working age population has less than a high school
diploma (compared to U.S. average of under 12%), and about 30% of that same population has
a college degree, which is about three percentage points below the mainland average. 33
Meanwhile, Puerto Rico’s public schools are underperforming. PRDE K-12 schools have
shown declining performance over the past two decades. As of 2017, a quarter of students did
not graduate high school at all, 34 while the remainder graduated below basic proficiency levels:
in standardized tests, only about half performed at a basic level in Spanish, 35 35% at a basic
level in Mathematics, 35% at a basic level in English and 43% at a basic level in Science. 36 Of
the 71 countries measured through 2015 OECD PISA scores, Puerto Rico scored 57th in
reading (U.S. 24th), 63rd in science (U.S. 25th), and 65th in math (U.S. 40th). 37 These
challenges contribute to Puerto Rico’s rate of youth unemployment, which was more than
triple the rate in the U.S. mainland as of 2018. 38
Puerto Rico has therefore not solved the supply or demand side issues with its labor market—
creating huge barriers to economic growth and sustainability for the Island.

Future vision for the Puerto Rican human capital and
welfare reform
Changes to labor and welfare laws are controversial. It is difficult to ask Puerto Rican residents
to give up benefits and job protections when, through the economic downturn and then
Hurricane Maria, they already have lost so much. Nevertheless, dramatic changes to Puerto
Rico’s labor market policies are necessary to provide Puerto Ricans the opportunity for a
greater standard of living at home, reversing the Island’s history of high poverty, constrained
budgets, and pressure for young Puerto Ricans to leave their home for the mainland. To ensure
Puerto Rico can provide opportunities for its people for years to come, structural reforms must
make it easier to hire, encourage workforce participation, and enhance student outcomes and
32

Bureau of Labor Statistics, Economy at a Glance March 2019; https://www.bls.gov/eag/
33 Federal Reserve Bank of New York, “An Update on the Competitiveness of Puerto Rico’s Economy.” July 31, 2014.
https://www.newyorkfed.org/medialibrary/media/outreach-and-education/puerto-rico/2014/Puerto-Rico-Report-2014.pdf
34
Puerto
Rico
Department
of
Education
Consolidated
State
Plan
(ESSA),
2017;
https://www2.ed.gov/admins/lead/account/stateplan17/prconsolidatedstateplanfinal.pdf
35 As of ESSA Consolidated State Plan 2017
36“Basic level” is defined by National Assessment of Education Progress test administrator as “partial mastery of prerequisite
knowledge and skills that are fundamental for proficient work at each grade” and is the bottom of three levels of achievement
with the other levels being “proficient” and “advanced.” Source: “Medición y Evaluación para la Transformación Académica de
Puerto Rico (META-PR) 2015-2016 School Year,” PRDE (2016)
37Programme for International Student Assessment (PISA) 2015 Assessment and Analytical Framework, The Organization for
Economic Co-operation and Development, August 31, 2017
38The World Bank Group, via International Labour Organization, ILOSTAT database. Data retrieved in March 2017.
https://data.worldbank.org/indicator/SL.UEM.1524.ZS.

54

Case:20-00005-LTS Doc#:1-10 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit J Page 56 of 154

Desc:

workforce development opportunities to ensure a pipeline of prepared and appropriatelyskilled individuals.
Unfortunately, the Government did not enact the labor reform proposal outlined
in previous versions of the certified fiscal plan. Additionally, the Government recently
announced several new pieces of legislation and executive orders that will contribute to the
restrictive business and costly hiring environment on the Island. One such executive order
mandates an increase the minimum wage for construction workers in the public sector, which
will directly affect recovery projects driven by disaster funding and the cost and sustainability
of private sector construction projects. Further, the Government has failed to implement the
NAP work requirement at the same pace as required by the Fiscal Plan. Accordingly, while in
the April 2018 Fiscal Plan, robust labor reform would have been projected to generate an
uptick of 1% by FY2022 and approximately $45 billion in additional revenues by FY2049, the
2019 Fiscal Plan projects that the human capital and welfare reforms to which the Government
has committed will only generate 0.15% growth for the Island by FY2025 and thus only ~$5
billion in revenues by FY2049.

Structural reform initiatives for human capital and
welfare reform
Structural reforms should increase incentives and preparedness to work. While full-fledged
labor reform has not been implemented, the Government must enact welfare reform measures
to encourage formal labor force participation. These reforms should include an Earned Income
Tax Credit (EITC) for low-income workers, a work requirement for able-bodied NAP
beneficiaries, and programs to develop critical skills in the workforce and improve
employment readiness for jobseekers and students.

7.3.1 Welfare structure reforms
To implement the human capital and welfare reform package, address labor market challenges
and encourage residents to participate in the formal labor market, the 2019 Fiscal Plan
requires the Government to launch an Earned Income Tax Credit (EITC) program by January
2019, raising pay for formal laborers. The Government also must institute a work requirement
for the Nutrition Assistance Program (NAP) by July 1, 2019, with no transition period (e.g.,
full requirements regarding work will begin in July, with a three-month transition period
allowed for those trying to find work, schooling, or volunteering opportunities).
Earned Income Tax Credit (EITC)
The EITC is a benefit for working people with low to moderate income. To qualify, people must
meet certain requirements and file a tax return, even if they do not owe any tax. The EITC
reduces the amount of taxes owed and may result in a cash refund if the benefit is higher than
owed taxes.
Since welfare reform in 1996, the EITC has become the cornerstone of anti-poverty policy in
the United States. It has refocused the U.S. safety net on working families, dramatically
increasing employment among single women with children and removing more children from
poverty than any other program. Over the years, the mainland EITC program has translated
to approximately 6.5 million people (half of whom are children) lifted out of poverty,
improved employment rates (a $1,000 increase in EITC benefit has been tied to a 7.3%
increase in employment), 39 and provided increased opportunities for individuals to invest in
their own futures with education, training, childcare, or other costs that improve longer-term
outlook.
39 Hoynes and Patel 2015, http://www.taxpolicycenter.org/briefing-book/how-does-eitc-affect-poor-families
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From 2006 to 2014, Puerto Rico had a Worker’s Tax Credit, which was later discontinued due
to its ineffective application. This prior Work Credit applied to 45% of all tax filers at a cost of
$152 million in its last year of implementation. It was smaller than federal EITC programs
($150-450 versus ~$2,000 average credit) and did not eliminate high implicit tax rates on
low-income employees or do enough to incentivize formal employment. 40
In Puerto Rico, implementation of the new EITC should be similar to the federal EITC but
adjusted to the relative wages of the Island. Eligible recipients should receive credits according
to their marital, family, and earned income. 41 As earnings increase, the benefit should increase
up to a specified cap; at the cap, it would plateau and eventually decrease at the phase-out
income level until it reaches $0 (Exhibit 31), resulting in an average benefit of $525.30 per
individual per year. This structure diminishes the “benefits cliff” many face as their earned
income increases, rewarding residents who participate in the formal economy.
EXHIBIT 31: EITC BENEFIT FORMULA
EITC Benefit Formula, $

▪
▪
▪

Benefits begin with the first dollar of reported income. As income increases, benefits also increase at the
phase-in rate (different depending on household size), up to the maximum credit
When income reaches the phase-in cap, the benefit increase ceases. Benefits remain constant at
income levels that fall between the phase-in cap and phase-out start
When income reaches the phase-out start, benefits begin decreasing at the phase-in rate for each
additional dollar earned, until income reaches the income cap (at which point benefits are $0)

Number of
Children

Phase-in
rate, %

Phase-in
cap, $

Phase-out
start, $

Individual/
Single income cap, $

Married
income cap,
$

Maximum
Credit, $

0

5.00%

6,000

18,000

20,500

21,750

300

1

7.50%

12,000

13,000

20,500

24,250

900

2

10.00%

15,000

16,000

28,500

34,750

1,500

3 or more

12.50%

16,000

17,000

33,500

42,000

2,000

For example, a single mother with two children working at minimum wage for 35 hours per
week earns approximately $12,180 annually. With EITC, she can qualify for up to $1,500 in
additional take-home pay per year, effectively raising the minimum wage by more than 12%.
The EITC program is projected to cost approximately $200 million per year, but the program
will raise formal labor force participation significantly, providing a positive return on the
investment. The EITC is in effect for tax year 2019, with taxpayers claiming the credit during
tax filing season in January – April of 2020. However, more can be done to make residents
more aware of this important benefit such that individuals are encouraged to enter the formal
labor market to gain access to the EITC.

NAP Work requirement
While NAP (also known by the Spanish acronym, PAN), Puerto Rico’s largest welfare program,
is similar to the mainland SNAP, it is funded and administered separately and does not include
40 New York Federal Reserve Bank, 2014
41 Eligible participants in an Earned Income Tax Credit program must meet several criteria specified by the IRS: namely, they
must earn income through either employment or self-employment (i.e. owning or running a business or farm), they must earn
income within the specified limits, and they must either file for a qualified child, or qualify without a qualifying child.
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a work requirement. As part of the human capital and welfare reform package that the
Oversight Board projects will create substantial growth over the next 30 years, the 2019 Fiscal
Plan requires that the Government institute work requirements to qualify for NAP benefits.
Starting in July 2019, able-bodied participants aged 18-59 will be subject to a work
requirement; Puerto Rico must complete its application for the program by July 2018. Like
mainland SNAP, this work requirement must become effective after the individual has
collected NAP benefits for three months. The work requirement may be satisfied with 80 hours
per month of paid work, volunteer work, and/or qualified training and education. General
exceptions would include those under age 18 or over age 60, parents with dependents under
age 18, as well as those who are medically certified as physically or mentally unfit for
employment. Children, even if their parents do not work, will continue to receive the benefit.
Any program savings derived from the NAP work requirement must be redistributed to
working beneficiaries, effectively increasing take-home pay for workers. The increased worker
benefit shall take place through an expansion of the Earned Income Disregard, which will
increase the amount of earned income eligible recipients can exclude in calculating the amount
of benefits they can claim. For example, a family of four currently receiving NAP will lose the
benefit after exceeding a maximum annual income of $5,904. By creating a sliding scale after
this amount or allowing families to exclude a certain amount of earned income from this
calculation, Puerto Rico can ensure no one is disadvantaged by seeking work in the formal
economy and that no families lose benefits prematurely.
The increase in NAP benefits for workers combined with the EITC would improve conditions
for low-income workers in the formal economy and reduce poverty.
Unfortunately, as of May 2019, the Government of Puerto Rico has refused to adopt the work
requirement per the requirements of the 2019 Fiscal Plan, which date back to the April 2018
Certified Fiscal Plan. Rather, they propose a 4-year transition to the full work requirement
(e.g., in the interim years, allowing those who work only 3 or 6 months to receive the full work
benefit). Further, their implementation of this plan is delayed due to slow institution of the
technology and training required to enable full roll out. To support the efforts for this
important program, in the FY2020 General Fund budget, the Oversight Board included a $4.7
million increase within the Department of Families grouping to hire case workers and
supervisors for the NAP program.

7.3.2 Workforce development programs
Human capital and welfare reforms should increase supply and demand for jobs; to fully close
the gap and implement the human capital and welfare reform package, however, the
Government must launch specific efforts to ensure that its future workforce is prepared with
critical skills.
Workforce Innovation and Opportunity Act (WIOA)
First, the Government must update the WIOA State Plan to focus its programs and incentives
on high-priority sectors and capabilities (e.g., aerospace, software development, and creative
services). WIOA is the primary way in which the Federal Government invests in adult
education and workforce development, and it is designed to help jobseekers access
employment, education, and support services to succeed in the labor market, and to match
employers with the skilled workers they need. The Government must broaden the list of core
industries that qualify under WIOA, and focus on high impact economic sectors to provide a
skilled workforce that meets the needs of employers in each specific region. It should integrate
this WIOA program with the broader promotional efforts of the Department of Economic
Development and Commerce (DDEC). For example, an MOE Agreement with the Puerto Rico
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Department of Labor and Human Resources should establish an apprenticeship program
aiming to impact innovative industries and post-Maria labor market needs.
Youth development initiatives
In addition to WIOA, the Government should help develop critical skills in the workforce
through multiple proposed initiatives, including:
■

Youth development: Investment in STEM through targeted teacher professional
development and related programs; apprenticeship programs through partnership with
universities and local businesses; opportunities for work-based learning and business
programs; occupational opportunities and certification programs

■

Higher education: Curriculum development grants and scholarships for UPR students
focused on high-impact sectors, e.g., the IT industry and Computer Science.

■

Current labor market: Apprenticeship Programs through collaboration with the
private sector; training & certification programs focused on the areas of reconstruction
efforts; creation of a job council to coordinate development and employment opportunities
for youth and the unemployed

By pursuing aggressive reforms to incentivize job creation and formal labor market
participation, and to improve the overall quality of human capital in Puerto Rico, the
Government will fundamentally transform the Island’s labor market for the better.

Implementation and enforcement of human capital and
welfare reform
EITC is now in effect, and the first workers will claim it for the first time when they file their
2019 tax returns in early 2020. However, the NAP work requirement has not been
implemented according to the approach and timeline in the October 2018 Certified Fiscal Plan
(shown in Exhibit 32) and are now considered delayed. As such the projected impact of these
reforms has been pushed back to FY2025. Implementation must occur at the earliest
opportunity to encourage formal workforce participation, upon which a qualified third-party
analytical firm retained by the Government and acceptable to the Oversight Board must
validate that these work requirements comply with the design laid out above. This third party
will share equal information about its work with both the Government and Oversight Board.
A full set of expected milestones are below (Exhibit 32). The Government must fulfill these
milestones in order to be compliant with the 2019 Fiscal Plan and to give the Oversight Board
confidence that they are able to hit relevant savings and growth targets.
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EXHIBIT 32: HUMAN CAPITAL AND WELFARE REFORM KEY IMPLEMENTATION MILESTONES
Areas of focus

Earned
Income Tax
Credit

Action item

▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪

PAN Work
Requirement

▪
▪
▪
▪
▪
▪
▪

Skill
Preparedness

▪
▪
▪
▪
▪

Deadline

Enact EITC legislation

November 30, 2018

Publish timeline for regulatory guidance for practitioners and taxpayers

December 31, 2018

Develop and initiate outreach and education plan to maximize participation among eligible taxpayers

January 15, 2019

Complete comprehensive fraud mitigation plan

March 31, 2019

Release draft forms including what documentation is required to claim credit

June 30, 2019

Complete systems changes needed to process EITC returns

September 30, 2019

Open tax filing season and begin paying EITC claims

January 1, 2020

Monitor and publish take-up of EITC

Ongoing

Submission of PAN work requirement proposal to FNS

July 1, 2018

Receive approval from FNS for new program

October 1, 2018

Publish FNS-approved state plan, which details PAN work requirement and confirms
alignment with Fiscal Plan requirements

October 31, 2018

Hire a qualified third-party analytical firm (acceptable to the FOMB) to oversee implementation
of work requirement

December 31, 2018

Launch eligibility review for PAN recipients

April 1, 2019

Full PAN work requirement takes effect, thereby subjecting beneficiaries to the work
requirement after three months of benefit collection

July 1, 2019

Qualified third-party analytical firm validates that PAN work requirement is being fully implemented

September 30, 2019

Publish annual report on PAN impact

December 31, 2020

Monitor and publish key metrics of PAN

Ongoing

Identify high-priority sectors and capabilities

June 30, 2018

Update the WIOA State Plan to focus on high-priority areas and integrate WIOA program with broader
DDEC initiatives

September 30, 2018

Publicly announce partner organizations (public and private) for apprenticeship, training, and certification programs

December 31, 2018

Establish job council to coordinate development and employment opportunities for youth and the unemployed

March 31, 2019

Publicly announce details of apprenticeship, training, and certification programs

April 30, 2019

Launch apprenticeship, training, and certification programs

July 1, 2019

Publish key metrics related to impact

Ongoing

EASE OF DOING BUSINESS REFORM
One of the best ways to increase economic growth is to attract additional investment and create
new jobs. The competitive environment in Puerto Rico requires improvement if to compete
with other investment destinations, specifically by reducing a variety of inefficiencies related
to building, expanding and attracting businesses. Easier-to-navigate regulations, less complex
and faster investment and permitting mechanisms, and streamlined tax administration
systems can encourage new businesses to hire employees and invest in growth. These
outcomes can be achieved by making necessary administrative and legislative changes and by
investing in digitization.
To quantify a jurisdiction’s overall effectiveness in this regard, the World Bank created the
Doing Business Index, which ranks 190 countries and entities worldwide on several core
indicators. Countries and territories that have been able to meaningfully improve their
ranking have shown real growth. For example, when the Republic of Georgia improved its
ranking from #98 in 2006 to #8 by 2014, output per capita increased by 66% and business
density tripled. A study in Portugal showed that the introduction of a one-stop shop for
business registration led to a 17% increase in new firm registrations and seven new jobs per
100,000 inhabitants; separately, research in Colombia showed that establishing a one-stop
shop for businesses led to a 5.2% increase in new firm registrations.
Ease of doing business remains an area in which Puerto Rico has much room for improvement.
The 2019 Fiscal Plan re-iterates the need for urgent action, particularly in light of no
progress in Puerto Rico’s ranking in the categories of Ease of Doing Business that
have proven most important to stimulating growth in other jurisdictions. For
example, from 2018 to 2019, Puerto Rico fell 3 slots in construction permitting, from 138 to
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141, in registering property, 6 slots from 153 to 159, and in starting a business 6 slots from 47
to 53.
The Oversight Board acknowledges recent initiatives announced by the Government to
streamline the permitting process and expects committed actions to ensure that this results in
meaningful change during the next fiscal year.

Current state of business regulation and investment
attraction
In the 2018 and 2019 Ease of Doing Business Report, Puerto Rico was ranked 64th. This
represents a 9-point decline from 2017 and is 58 spots lower than the U.S., which ranks 6th
overall. While the overall ranking did not change in 2019, the underlying trends on the most
critical improvements needed to encourage growth in Puerto Rico were negative – such as
getting electricity, construction permitting, and registering property. There are some areas of
strength: Puerto Rico placed 6th for Getting Credit and 9th for Resolving Insolvencies. 42 It has
also made recent efforts to digitize government services to improve speed and accessibility,
having launched the Single Business Portal (SBP) in July 2018, which currently includes
online filing system for defined Acts (Acts 14, 20 and 22) but should ultimately consolidate
permit requests, filing for incentives and annual reporting on these Acts. However, as of 2018,
when compared to the mainland, Puerto Rico had several areas for improvement, in
particular:
Registering Property (rank 153, U.S. 37): It took 191 days to register property in Puerto
Rico, compared to 12 days in the mainland United States.
Dealing with Construction Permits (rank 138, U.S. 36): It took 22 procedures and 165
days to get a construction permit in Puerto Rico, compared to 5 procedures and 89 days in the
mainland United States. Obtaining a permit in Puerto Rico costs 6.2% of total future value of
the permit (vs. 0.3% in the mainland United States). Despite these challenges, Puerto Rico is
already strong in its building quality control index (12 on a 0-15 scale, compared to 8 for the
mainland United States).
Paying Taxes (rank 161, U.S. 36): Puerto Rico required 16 payments per year (11 in U.S.),
and it took 218 hours per year to prepare, file, and pay the corporate income tax (175 in U.S.).
Puerto Rico also had a comparatively high total tax and contribution rate at 63.4%,43
compared to 45.8% in the mainland United States.
Getting Electricity (rank 69, U.S. 49): Energy costs remained a major inhibitor to
operating large-scale business efficiently on the Island. Electric bills for similar amounts of
electricity cost twice as much in Puerto Rico as in the U.S. mainland. 44 Puerto Rico’s low
ranking was also driven largely by low reliability of supply and transparency of tariff index
rated a 4 (on a 0 to 8 scale) by the World Bank, compared to 8 on the U.S. mainland. 45
In addition to needing to improve its overall business regulatory climate, Puerto Rico is lagging
in its ability to attract investment and tourism. For example, in 2015-2016 Puerto Rico saw its

42 All economic rankings are benchmarked to June 2017. Rankings can be found in the World Bank’s Doing Business reports:
http://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2018-Full-Report.pdf
43 The total tax rate measures the amount of taxes and mandatory contributions payable by the business in the second year of
operation, expressed as a share of commercial profits
44The Guardian, “Puerto Rico’s Soaring Cost of Living,” 2015. https://www.theguardian.com/world/2015/jul/12/puerto-rico-costof-living
45 All specific U.S. comparison based on New York City, as averages vary across the country
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number of jobs and establishments declining (before the effects of Maria), 46 and as of 2015 it
ranked 55th overall in the World Economic Forum’s worldwide Travel & Tourism
Competitiveness Index (while the U.S. rank is 6). 47 Countries that have focused on improving
investment and tourism have seen great success. When Ireland created its Industrial
Development Authority (IDA), it transformed Ireland into a popular location for new
investments. 48 Ireland is now home to 9/10 of the world’s top pharmaceutical and software
companies. Meanwhile, when Barbados created its Tourism Product Authority in 2014, it
began generating returns as soon as 1-2 years later: travel and tourism direct contribution to
GDP increased by 5.4% in 2015 and 10.3% in 2016; and direct contribution of tourism to
employment increased by 4.3% in 2015 and 9.8% in 2016.
The Government has made important efforts recently to generate investment in the Island by
creating Discover Puerto Rico (DPR) and Invest Puerto Rico (iPR), with the goal of
incentivizing foreign direct investment (FDI), private sector investment and tourism.
However, these entities will need clear goals and metrics to be most effective.

Future vision for Ease of Doing Business reform
Puerto Rico should achieve a best-in-class business environment by taking
targeted steps to improve rankings in key identified Doing Business Index
indicators by FY2023, with the goal of closing the gap with the mainland U.S. by at least 50%
from its 2018 rankings:
■ Overall: Move from 64 to at least 57 49
■ Construction Permits: Move from 138 (141 in 2019) to at least 87
■ Registering Property: Move from 153 (159 in 2019) to at least 95
■ Paying Taxes: Move from 161 (162 in 2019) to at least 99
■ Getting Electricity: Move from 69 (88 in 2019) to at least 59
In each of these areas, as outlined in more detail below, there are underlying measures of
progress that the Government should target for improvement. 50 For example, number of
procedures, hours required, time required, and direct costs.
In addition, in line with best-in-class investment offices, 51 by FY2023 iPR should:
■ Create 54,000 new jobs (or average 9,000 new jobs per year) 52
■ Lead 750 new capital investments (or average 150 per year) 53

46 Puerto Rico Department of Labor and Human Resources, Bureau of Labor Statistics. “Puerto Rico Economic Analysis Report
2015-2016.”
https://www.doleta.gov/performance/results/AnnualReports/docs/2017_State_Plans/
Economic_Reports/Puerto%20Rico/PR%20Economic%20Analysis.pdf
47As of 2015, latest available information for Puerto Rico. Puerto Rico was not included in World Economic Forum’s 2017 report
due to insufficient data
48 In 2016, the IDA supported 60,000 jobs in 2016 at a cost of ~€9,000 per job sustained, and U.S. companies had invested
~€240 billion in FDI in the country
49In line with the top ranked Latin American country in 2018
50 Doing Business 2019, World Bank Group
51 Offices reviewed include: Ireland’s Investment Development Agency (IDA), Enterprise Florida, JobsOhio, and Virginia’s
Economic Development Partnership (VEDP)
52Average of number of jobs created by IDA annually from 2005-2009 equaled 9,700/year. In five years, the U.S. was able to
recreate all the jobs lost in the Great Recession, but this was in an environment of economic recovery and population growth.
15% is a more reasonable target for Puerto Rico
53 Best practice examples: VEDP had 375 new investments in 2015; IDA had 244 total approved investments in 2016; VEDP
tracked 320 companies counseled or participating in trade events
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Achieve a $20 return in 10 years per dollar invested 54

In line with best-in-class Caribbean tourism offices, 55 by FY2023 DPR should close Puerto
Rico’s distance with the highest ranked Latin American country and therefore:
■ Improve World Bank Travel & Tourism Competitiveness Index ranking to at least 43,
closing the distance to the highest ranked Latin American country in 2018
■ Drive 5% annual growth in direct contribution of tourism to GDP and 5% annual growth
in direct contribution to employment 56
■ Improve tourist service infrastructure score 0f 5.4 (2015) by 10% by improving number
and quality of lodging services 57
■ Establish exit surveys to measure visitor satisfaction, length of stay and spend for tourists
to highlight key areas of improvement and focus for DMO58

Highlighted initiatives to improve the Ease of Doing
Business
8.3.1 Initiatives to improve ease of doing business rankings
While the Government has made progress on digitization to date with the creation of the
SUI, it must do more work to catch up to the mainland on the time and energy it takes to
register, run, or expand a business. Importantly, the Government must focus its efforts on
initiatives that have a direct and measurable impact on ease of doing business. The Ease of
Doing Business Rankings point to concrete areas that require deep focus, and which are
transparently measured by the World Bank. In each area the Government should focus on
the specific underlying measures that require attention – typically measures of number of
procedures, time, or other burdens.
Make it easier to start a business by creating a one-stop shop, through the Digitize
Unified Information System (SUI). The April Certified Fiscal Plan required that the
Government target 100% integration into SUI by end of 2018 for the following metrics:
Licenses integrated into SUI; cases filed in SUI; cases issued in SUI; concerned entities
integrated into SUI; and autonomous municipalities integrated into SUI. This milestone has
not been achieved and should be treated with urgency. In addition to migrating government
processes toward a “one-stop shop” portal on SUI, the Government should move forms online
to whatever extent is possible, including decoupling all non-related procedures from
permitting, centralizing and digitizing permits.
Ultimately, digitization can only be effective if it improves the overall processes for applying
for and receiving permits and licenses beyond the application process. The Government
should improve processes such that applications are processed more quickly, and should
establish a time limit on the number of days the Government has to complete the process once
an application been submitted.
54VEDP estimates $23 return on each dollar invested in 10 years ($48 in 20 years). VEDP benchmark adjusted for PPP
55 Such as the Barbados Tourism Product Authority and the Bahamas Ministry of Tourism
56Current state: 2.7% direct contribution to GDP and 2.1% of total employment as of 2016. Puerto Rico has historically seen an
annual 4% growth rate in travel & tourism’s direct contribution to GDP and 4.6% growth rate in travel & tourism’s direct
contribution to employment (2017). World Travel & Tourism Council, “Travel & Tourism Economic Impact 2017 – Puerto Rico.”
Barbados set up its Tourism Product Authority in 2014; in 2015, the country saw a 5.4% increase in travel & tourism direct
contribution to GDP and 4.3% increase in direct contribution to employment; in 2016, 10.3% increase in tourism GDP and
9.8% increase in tourism employment
5710% improvement bring tourist service infrastructure in line with Barbados at 5.9 quality score, top ranked Caribbean nation
58 For example, The Bahamas Ministry of Tourism uses high quality exit surveys to track and respond to visitor satisfaction and
tourist habits
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Through initiatives such as these, the Government can focus on measurable progress against
the underlying ease of doing business metrics. In the case of starting a business, this would
include the number of procedures involved, the time in days required, and the cost as
percentage of income per capita.
Improve ease of investing on-Island, particularly for tourism industry, through
construction permitting and property registration reforms integrated with SUI.
The Government must streamline the process for business permitting and registrations
through a digitized one-stop-shop system for business processes, expanding on work initiated
under Act 19. A revised property registration (with improved geographic coverage and
transparency of information) must be integrated into the SUI and all permitting requirements
must be carried out within the SUI. The SUI should contain clear and coherent rules for
permitting, as well as transparency and access to regulations.
Construction permits specifically need a drastic reduction in the time required (e.g., reduce
the 120 days, or 73% of total time, taken for municipal evaluation), and processes/procedures
(i.e., reducing 22 procedures to at most 10). The process for approving processes should ensure
building quality control and safety mechanisms are in place, and also differentiate projects by
risk level. In addition to process redesign, the Government should establish a legal time limit
on processing applications, after which, if no fault is found, the permit or registration is
granted.
Finally, the Government should remove legal barriers to real estate investment. In particular,
the Government should reduce the cost of construction permits (e.g., by re-evaluating its
municipal construction tax, which represents 80% of total cost), and by deregulating
condominium law (which currently requires unanimous approval by all title owners in the
condominium).
Improve ease of paying corporate and sales taxes. The Government must develop a
one-stop tax registration and payment portal linked to the SUI (or directly within the SUI) in
order to reduce time taken to file corporate and sales tax. Hacienda has made some progress
to date on automating internal systems but this work must be completed and fully integrated
with SUI – to date it has not been possible to e-file and returns have been slow to process.
These efforts can focus on reducing the core measures of performance, which include number
of payments per year, the hours required per year, and the burden of the tax system after the
tax filing.
In addition to these core areas of reform, the Government should pursue the following
to strengthen its business environment:
■

Reduce occupational licensing. Reducing occupational licensing requirements can
encourage activity in the formal labor market. Therefore, the Government should take
inventory of all occupational licensing requirements and undertake reforms to reduce
unnecessary regulations, creating a more open labor market. It will also consider joining
U.S. mainland agreements to recognize licenses obtained in other states, such as the
Compact for the Temporary Licensure of Professionals. Such an agreement enables
professionals with licenses from other states to enter the Puerto Rican labor market
without undue barriers.

■

Deregulate on-Island freights. Reducing the cost of transporting consumer goods
and holding inventory will improve the service of carriers and shippers (thereby
enhancing competition) and lower the overall cost of doing business on the Island.

■

Improve access to reliable and affordable electricity. In addition to the above
streamlining and digitization initiatives for receiving permits, see Chapter 9 (Energy and
Power Regulatory Reform) for further structural reforms to improve reliability.
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8.3.2 Invest Puerto Rico (iPR) and Discover Puerto Rico (DPR)
The Government should have planned to make iPR and DPR fully operationalized by the end
of FY2018, and to ensure effectiveness, each organization should set specific targets and a plan
to evaluate progress.
iPR should begin tracking data (both inputs and outcomes) to inform decision-making—for
example, to predict and assess project ROI before providing funds or discontinue projects that
are not driving results based on formalized project tracking. Further, iPR should publish
quarterly or annual reports, addressing key metrics and any underperformance; hold regular
(e.g., quarterly) board meetings; and track/course-correct projects on an ongoing basis,
including incorporating feedback from investors and data trends.
DPR should track tourism statistics in Puerto Rico and compare to other tourism industries
worldwide. 59 To determine its own standing, it should conduct regular visitors’ surveys to
assess satisfaction and quality of tourism services and strive for continuous improvement.
Further, DPR should publish quarterly or annual reports addressing key metrics and any
underperformance and should also update on targets, course-correct, and incorporate visitor
feedback on an ongoing basis.

Implementation and enforcement of Ease of Doing
Business reform
To achieve the 2019 Fiscal Plan’s growth projections, ease of doing business reforms must be
implemented immediately, with targeted operationalization of most initiatives by the end of
FY2019 (Exhibit 33). A full set of expected milestones are below. The Government must fulfill
these milestones in order to be compliant with the 2019 Fiscal Plan and to give the Oversight
Board confidence that they are able to hit relevant savings and growth targets.
Unfortunately, the Government has failed to implement meaningful reform to
critical business processes at the same pace as required by the Fiscal Plan. The digitization
process for permitting has not been completed, and process redesign has yet to begin. While
the Government reports that regulations and license requirements are under consideration,
limited legislative change has occurred. iPR and DPR have not met milestones although there
has been some progress on hiring and beginning operations. The online tax return system for
corporate and sales tax is still not yet fully operational.
Therefore, while robust ease of doing business reform would have been projected to generate
approximately $24 billion in additional revenues by FY2049. However, in light of limited
progress described above, the 2019 Fiscal Plan projects that the ease of doing business reforms
to which the Government has committed will only generate 0.4% growth for the Island that
phases in over two years in FY2022 and FY2023. As a result of this change, the revenue boost
from these reforms in now projected to be $15 billion by FY2049. Further, the Fiscal Plan
estimates that there is a one-year lag in these changes having an impact on the economy, and
as such the forecasted impact of these reforms has been pushed back a year.
In order to ensure reforms happen in a timely and meaningful manner, the following leading
indicators will be measured through quarterly reporting:
■

Specific administrative and legislative changes to business processes that reduce number
of procedures and amount of time required to register property, to receive a construction
permit, to pay taxes and to get electricity

■

Average time to receive a permit

59For example, utilizing the Tourism Satellite Account tool leveraging economic tourism data
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■

# of permit applications going through SUI

■

Average time to receive a license

■

# of private permit inspectors hired

■

# of occupations where license required

■

# of backlogged inspections

■

# of new regulations created

■

# of regulations eliminated
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EXHIBIT 33: EASE OF DOING BUSINESS REFORM KEY IMPLEMENTATION MILESTONES
Areas of focus

Action item

Deadline

▪

Complete design and launch of SBP

June 30, 2018

100% integration into SBP for (i) licenses, (ii) cases filed, (iii) cases issued, (iv) concerned entities, and
(v) autonomous municipalities

December 31, 2018

Complete comprehensive property registration digitization and integrate to SBP

December 2018

Complete one-stop tax registration / payment portal and link to SBP
Publish annual report on use of SBP

December 2019

Monitor and continually improve systems

Ongoing

Begin implementation of procedure, requirement, and time consolidation

March 31, 2018

▪
Streamline /
Digitize
Business
Processes

Reform and
Redesign
Permitting
Processes

Reform
Regulation
(Occupational
Licensing,
Freights,
Condo Law)

▪
▪
▪
▪
▪
▪
▪
▪
▪
▪

Complete redesign and centralization of back-end SPB permitting processes to reduce permitting time

June 30, 2019

Complete passage of necessary legislation

March 31, 2019

Create a legal framework for permit application processing timeline

December 31, 2019

Complete implementation of procedure, requirement, and time consolidation

January 1, 2020

Conduct annual review of permitting and licensing

Ongoing

▪

Draft and pass legislation (as needed)

March 31, 2018

▪

Announce implementation of regulatory reforms (e.g., join stateside occupational licensing agreements)

June 30, 2019

▪

Conduct annual review of regulation and potential opportunities to strengthen business environment

June 30, 2020

▪

Announce updated regulation plan

June 30, 2022

Hold quarterly stakeholder outreach meetings with affected sectors to solicit feedback and fine-tune regulation

Ongoing

Plan procedure, requirement, and time consolidation

Ongoing

Initiate diagnostic to evaluate opportunities to improve trade throughput (inclusive of port operations,
domestic transport, etc.) to identify improvement opportunities

September 30, 2018

▪

Complete diagnostic and publish findings

December 31, 2018

▪

Develop investment and regulatory reform plan based on diagnostic feedback

March 31, 2019

▪

Complete passage of any necessary legislation

June 30, 2019

▪

Begin first phase of capital investment program (i.e., improved border compliance, IT system upgrades)

July 1, 2019

▪

Complete implementation of regulatory reform measures

December 31, 2019

Complete first phase of capital investment program

December 31, 2021

Designate Government representative(s) to be project manager with responsibility for driving Doing
Business ranking improvements

September 30, 2018

Request meeting with World Bank representatives to better understand Doing Business ranking
methodology and solicit feedback on areas for improvement

December 31, 2018

Achieve target of EODB rankings

June 30, 2023

Monitor annual performance in Doing Business rankings

Ongoing

Complete quarterly reports on leading indicators

Ongoing

Complete CEO search and onboarding

September 30, 2017

Staff team and complete contracts

November 30, 2017

Complete strategic plan

January 31, 2018

▪
▪
▪

Improve
Trading
Across
Borders

▪
▪
Monitor Key
Doing
Business
Rankings

▪
▪
▪
▪
▪
▪

Invest
Puerto Rico
(iPR)

Discover
Puerto Rico

June 30, 2020

▪
▪
▪

Ready to go live

March 31, 2018

Fully operationalize iPR

June 30, 2018

Develop and implement a performance monitoring framework (i.e., KPIs, interim milestones, etc.)

June 30, 2018

Publish first annual report on progress

June 30, 2019

▪

Develop refreshed strategic plan

June 30, 2022

▪

Track and publish key metrics of success

Ongoing

Complete CEO search and onboarding

September 30, 2017

Staff team and complete contracts

November 30, 2017

Complete strategic plan

January 31, 2018

Ready to go live

March 31, 2018

Fully operationalize DPR

June 30, 2018

Develop and implement a performance monitoring framework (i.e., KPIs, interim milestones, etc.)
Refresh strategy and marketing plan for Puerto Rico

June 30, 2018
January 1, 2021

Implement new plan

June 30, 2021

Track key metrics of success

Ongoing

▪
▪

▪
▪
▪
▪
▪
▪
▪
▪
▪
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ENERGY AND POWER REGULATORY

Over the next five years, the power sector in Puerto Rico must be transformed and modernized
to support the delivery of reliable and affordable power. The Commonwealth must continue
to implement a comprehensive energy sector reform to enable a successful transformation and
the resulting growth that the 2019 Fiscal Plan projects. The goal of transforming Puerto Rico’s
power sector is to provide its residents with affordable, reliable, resilient and environmentally
compliant power delivered by an efficient and financially sustainable utility. The pillars of this
transformation include restructuring the power generation mix to leverage efficient, low-cost
sources of power, executing a large-scale capital investment program with federal funds and
private sector investments to rebuild and modernize the energy system, and introduce
customer and stakeholder accountability by leveraging private knowledge and capital for the
management and operation of the transmission and distribution (T&D) System, as well as for
the deployment of new generation resources, subject to the oversight of a professional, wellresourced regulator.
A strong and independent energy sector regulator is essential for injecting certainty and
stability into the energy market, promoting much needed investments and enforcing
compliance with the energy sector transformation’s objectives. The long-term sustainability of
Puerto Rico’s energy sector depends on the lasting presence of a strong, independent, and
professional regulator.

Current state and vision for energy reform
The current regulator of the power sector in Puerto Rico is the Puerto Rico Energy Bureau
(PREB). PREB has the responsibility to “regulate, monitor and enforce the energy public policy
of the Commonwealth of Puerto Rico.”
As Puerto Rico’s energy sector is transformed into a vibrant, modern system, PREB will
continue to be responsible for regulating, monitoring, and enforcing the energy policy of the
Commonwealth of Puerto Rico. To that end, PREB will have regulatory oversight over all
participants in Puerto Rico’s energy sector.
To fully achieve its purpose, PREB should continue to be independent of the Government,
operate under public service ethics and conduct rules and enjoy both substantive and financial
independence.

9.1.1 Structure of and funding for the Puerto Rico Energy Bureau
Although administratively located within the Puerto Rico Public Service Regulatory Board
(PSRB), PREB’s decision-making process should not be subject to direct or indirect review by
any other government entity, except for any review under applicable administrative procedure
rules. Any staff involved in substantive decision-making should be kept separate and
independent from the PSRB and be fully dedicated to matters within PREB’s jurisdiction and
purview. PREB may, on an annual basis, provide funds to the PSRB to cover administrative
and other operational costs, however, PREB’s resources should be kept separate and shall not
be controlled or placed under the direction of the PSRB.
In line with best practices for regulatory commissions (e.g. California Public Utilities
Commission, Hawaii Public Utilities Commission, New York Public Services Commission),
PREB is headed by 5 commissioners who serve staggered 6-year terms. The commissioners
are appointed based on their technical, professional and/or academic credentials, with
potential candidates being identified and appointed through a candidate list developed by a
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professional recruitment firm. The commissioners should be supported in their oversight role
by a professional civil servant staff that has utility expertise. PREB shall develop and
implement a plan for transitioning from its existing employee structure to a structure
comprised of no less than 75% civil servant (career) employees and no more than 25% trust
employees. This transition should be achieved no later than the end of FY2021. Both, during
and after the energy sector reform process, PREB shall have sufficient staff to effectively
undertake its duties and responsibilities in a timely and professional manner. The selection,
hiring and management of PREB’s staff should not be subject to review or approval by any
other entity of the Executive or Legislative Branch.
All commission decisions in adjudicatory proceedings should comply with applicable
requirements of administrative procedure. Separate from the regulator, there shall be an
independent ratepayer advocate, a role currently filled by the Oficina Independiente de
Protección al Consumidor (OIPC).
PREB’s substantive independence should be supported by financial independence. Under
current law, PREB’s yearly budget is set at $20 million 60 and collected through charges
assessed on certified energy companies. To provide for a steady and predictable funding
source, PREB’s enabling act should be amended to provide that PREB’s budget shall be funded
entirely through rates, as part of the revenue requirement used to determine the T&D System’s
rates. PREB’s funds are then collected by the T&D operator through customer bills and
periodically remitted to PREB. This funding mechanism is consistent with the mechanisms
used to fund other mainland regulators. Providing for an independent, unencumbered source
of income for PREB helps create the conditions for protecting ratepayer interests, increase
transparency, and reduce system costs. PREB’s budget and funding shall be kept separate and
independent from the Commonwealth budget or the budget of any other Commonwealth
agency, entity or instrumentality, and neither the Executive nor the Legislative branches shall
have authority to modify PREB’s budget or reapportion any of PREB’s funds without PREB’s
prior consent.

9.1.2 Mandate and authorities for the strengthened regulator
To be effective, PREB must have a clear mandate to deliver reliable, safe power at an affordable
cost. Accordingly, PREB shall have, among others, the following tools and authorities:
■

Review and approval of rate cases filed by the electric service companies, including ability
to mandate target rates and the use of rate structure and design tools that create
predictability, minimize risk and “rate shock”, and create incentives to support
equitability, economic development, and economically efficient rate designs

■

Evaluation and approval of an electric service company’s performance, establishment of
appropriate performance incentives and total compensation structures, including, when
applicable, a reasonable, market-based return on equity

■

Review and approval of integrated resource plans, which will guide generation and
capacity needs and approval of purchased power agreements and other contract terms

■

Support for and integration of renewables, distributed generation and new energy
technologies as appropriate and consistent with the New Fiscal Plan for PREPA (e.g.,
through IRP process and enforcement of applicable renewable portfolio standards)

■

Mechanisms providing for efficient enforcement of final orders and determinations

■

Solicitation of input from public related to rates, IRP, and transformation process, with
such input to be shared with the Oversight Board while it is in existence

60 Amount in line with other jurisdictions; the Hawaii Public Utilities Commission had revenues of $19M in FY2017 to serve a
population of 1.4 million.

68

Case:20-00005-LTS Doc#:1-10 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit J Page 70 of 154

Desc:

Regulatory reform implementation and transition
Until the transformation of the energy system is complete, and as applicable, the role of the
Oversight Board with respect to energy sector regulation should be as follows based on its
rights, powers, and duties in PROMESA:
■

IRP: The Oversight Board approves revenue requirements and expenditures, including a
capital plan, in the New Fiscal Plan for PREPA. PREPA’s Fiscal Plan should be informed
by the results of the IRP and should provide a clear framework for executing the
modernization of generation resources.

■

Budget and rate-making: The Oversight Board approves a yearly budget for PREPA that
aligns with PREPA’s Fiscal Plan and thus should align with revenue requirements and
expenditures.

■

Utility debt: The Oversight Board approves restructuring of existing debt through the Plan
of Adjustment for PREPA.

■

Transformation: As the representative of PREPA in Title III, the Oversight Board has the
exclusive right to file a plan of adjustment, which will contain the transformation
agreements.

The role of the PREB during the transition period should be as follows:
■

IRP: PREB will approve the IRP. The IRP process shall be open and transparent so that
third parties can understand inputs and methodologies behind each scenario and be able
to participate and attend hearings to understand tradeoffs and decisions driving approval
of the final capital plan and revenue requirement.

■

Budget and rate-making: PREB shall authorize rates (either formulaic or on an expedited
manner) which align with the budget as certified by the Oversight Board.

■

Utility debt: No additional authorities because debt service implied by the current rate
case will be superseded by the Oversight Board-approved budget and Plan of Adjustment.

■

Other: PREB will continue to exercise its duties and responsibilities as outlined in its
enabling laws except when doing so is inconsistent with the powers and authorities
delegated to the Oversight Board under PROMESA.

The Oversight Board shall retain its powers as long as PREPA remains a covered entity under
PROMESA.

Contributions in-lieu of taxes
PREPA also intends to reform the contributions in-lieu of taxes program (CILT) in order to
strengthen the utility’s financial position and ultimately lower rates. 61 PREB has approved a
pass-through rider to fund the revised CILT program. PREPA, PREB, and the Commonwealth
should collaborate with municipalities and other stakeholders to implement and enforce the
revised CILT program. Efforts should be made to ensure compliance with the program,
whereby municipal power consumption counted towards a contribution in-lieu of taxes
(effectively power exempt from payment) is capped at an agreed level and PREPA is
reimbursed for any power sales to municipalities above the established cap.

61 PREPA fiscal plan, section VIII
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Implementation and enforcement of energy and power
regulatory reform
To achieve the 2019 Fiscal Plan’s savings projections, energy and power regulatory reform
must be implemented immediately according to the schedule described in Exhibit 34. The
Government must fulfill these milestones in order to be compliant with the 2019 Fiscal Plan
and to give the Oversight Board confidence that they are able to hit relevant savings and
growth targets. Without such reforms, the revenue that would be lost over the time of 2019
Fiscal Plan would need to be found elsewhere in the budget.
EXHIBIT 34: ENERGY AND POWER REGULATORY REFORM KEY IMPLEMENTATION
MILESTONES
Areas of focus

Reform
regulations

▪
▪
▪
▪
▪
▪
▪

Transform
PREPA

Deadline

Provide interim feedback on Integrated Resource Plan (IRP)

PREB

August 14, 2018

Remove CW government approval needed for PREB staff appointments

CW government

December 17, 2018

Appoint the remaining PREB commissioner to serve staggered six-year terms

CW government

Ongoing

Develop and establish regulatory framework as described in Law 120-2018

CW government

December 17, 2018

Revise charter legislation to provide dedicated funding for power sector regulation that
provides regulator with annual budget of $20 million in line with benchmark

CW Government

December 31, 2018

Increase number of PREB staff in line with appropriate benchmarks

PREB

May 15, 2019

Increase percentage of technical, managerial, and administrate staff to match appropriate
benchmarks

PREB

May 15, 2019

▪
▪

Become cash-flow positive on a month-by-month basis

PREPA

Ongoing

Decrease operational costs by implementing operational efficiency measures

PREPA

December 31, 2019

▪

Repay all outstanding AR balances to PREPA

PREPA/CW
government

December 31, 2019

▪

Enforce revised CILT program

PREPA/PREB/CW
government

December 31, 2019

▪
▪

Host IRP filing with PREB

PREPA

January 31, 2019

Improve generation costs by switching to low-cost, clean, and resilient F&PP

PREPA

Ongoing through June
30, 2023

▪

Decrease rates to below 20c in line with conclusion of transformation

PREPA

Ongoing through June
30, 2023

Reduce SAIFI and SAIDI in line with comparable benchmarks by developing a
modernized, resilient, reliable grid

PREPA

Ongoing through June
30, 2023

Perform market sounding to collect feedback on interests and concerns from interested
parties

FOMB, P3

Ongoing

Initiate due diligence phase and provide requested information from bidders

FOMB, P3

Ongoing

Select winning bidder for T&D concession

FOMB, P3

September 25, 2019

Close transactions (i.e., generation asset privatization, T&D concession)

FOMB, P3

April, 2020

▪
▪
Conduct
transaction

Responsible
party

Action item

▪
▪
▪

INFRASTRUCTURE REFORM AND
CAPITAL INVESTMENT
Relative to the mainland U.S., Puerto Rico’s infrastructure outcomes rank near the bottom in
quality and operating performance. In particular, poor transport infrastructure has
contributed to congestion and thus impacted the ease of doing business on the Island. The
capital investments enabled by post-Maria federal recovery funding offer a unique opportunity
to make transformational investments that support economic development. This moment is
unique as FEMA has expanded overall flexibility and willingness to support more
transformational investments under Section 428 (under Title IV of the Stafford Act).
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Current state of infrastructure and capital investment
Infrastructure investment as a percentage of GDP decreased from 3.3% in 2000 to 1.4% in
2014 62, indicating a lack of recent experience in large-scale building. The Government also has
a history of failed large-scale projects. For example, Tren Urbano was scheduled to open on
July 1, 2001 after beginning construction in 1996; it finally opened in 2005 and the budget for
the project increased more than 60%, from $1.38 billion to $2.25 billion.
In addition to the challenges with infrastructure delivery and maintenance, the poor state of
transport related infrastructure is a key constraint on mobility. Puerto Rico is ranked 51st out
of 52 jurisdictions 63 for quality of roads (percentage of roads in poor conditions) and is ranked
45th out of 52 for congestion of roads 64. Urban congestion is a particular problem in San Juan
and on major highways. San Juan is the 150th most congested city in the world according to
the INRIX 2018 Traffic Scorecard Report with 102 hours yearly lost in congestion during peak
commute periods compared to free-flow conditions. 65 It incurs daily delays of ~54,000 hours
on average, costing ~$165 million annually in commuter cost, without including the impact of
congestion on the transport of goods, or the costs of unreliability or lack of safety.
Improving traffic on major highways along which goods travel, such as PR-52 and PR-18, is
critical to enhancing growth. A 25% reduction in travel time for trips coming into and out of
the CBD can reduce travel cost by over 6% (NCHRP Report 463). Investments to reduce
congestion should prioritize the most economically important trips, or provide alternative
travel capacity to enable access despite congestion (Sweet, 2013). Targeted investments, such
as “smart intersections”, dynamic tolls and reversible lanes using movable barriers will reduce
delays on key routes and journeys, and facilitate economic growth 66.
Meanwhile, there are several critical elements that Puerto Rico should include to capitalize on
the transformational opportunity afforded by historic federal capital funding.
a) Build organizational structures and capabilities in the Government to prioritize
and deliver projects faster and at lower cost;
b) Prioritize projects with the highest long-term benefit-cost ratios taking account
a variety of monetizable and non-monetizable benefits; and
c) Systematically leverage private sector capabilities to improve overall public
outcomes

Organizational structures and capabilities
When creating a reconstruction plan, it is imperative to build a central capability with the skills
and mandate to design an overall recovery portfolio and oversee efficient project delivery. As
such, the Government created the Central Office for Recovery, Reconstruction and Resiliency
(COR3) as a Division of the P3 Authority to lead the coordination, development, and execution
of long-term recovery and reconstruction efforts. The COR3 has been created based on leading
practices used in many jurisdictions, including New Jersey, Louisiana, New York and New
62 Puerto Rico Planning Board
63 Ranked among the states, Puerto Rico, and Washington D.C.
64 U.S. Bureau of Transportation Statistics
65 http://inrix.com/scorecard/
66 See, Jamal Haidar, “The impact of business regulatory reforms on economic growth,” Journal of the Japanese and
International Economies, Vol 26, 2012, pp. 285-307. In addition, there are several studies that review the impact of
decongestion of roads on growth. Two examples are: New Zealand Institute of Economic Research, Benefits from Auckland
road decongestion, July 2017, and Clifford Winston and Quentin Karpilow, A New Route to Increasing Economic Growth
Reducing Highway Congestion with Autonomous Vehicles, Mercatus Working Paper, January 2017
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Zealand, to ensure higher accountability, transparency and coordination of disaster recovery
efforts.
The COR3 should commit itself to a decision-making framework that incorporates not only
the degree of damage, but also the future level of service required from the asset and future
risks to that asset, when deciding how that asset should be rebuilt. New York and New Jersey
received ~$10 billion in Section 428 funding post Hurricane Sandy, which decreased their
vulnerability and helped ensure that capital dollars spent then did not simply have to be respent cleaning up after the next storm. The COR3 should aggressively pursue next level
resiliency activities with federal dollars, to ensure that Puerto Rico’s critical assets are
sufficiently protected from future hazards.
Specific COR3 activities should include:
■

Developing, presenting and administering recovery action plans

■

Financing, executing and effecting infrastructure projects related to recovery efforts

■

Monitoring contracting for compliance and effectiveness purposes

■

Implementing and enforce checks and balances for procurement and approval of contracts
and payments

■

Coordinating and channeling all efforts and activities of the Government related to
recovery efforts

■

Monitoring capital project delivery, focused on major projects, to ensure on-time, onbudget delivery, highlight risks of cost overrun or delay, and create transparency for
overall capital program delivery, including recovery spending led by COR3 or another
Commonwealth entity with capital delivery expertise.

■

Capital program monitoring should include publicly publishing the list of projects, use of
funds considered, and project level information including description and justification,
cost, and impact on future operating budget

Prioritization and delivery
The Government should employ infrastructure delivery best practices (e.g. prioritization of
projects for economic impact, fast-track permitting, procurement reform). Competitive
processes need to be engineered into the capital budgeting process for Puerto Rico.
Competition between capital projects helps assure that scarce resources are used effectively
and equitably. Capital decisions must be sufficiently insulated from ad hoc political pressures
to promote effective comparison and tradeoffs. This is achieved by establishing appropriate
processes, procedures, definitions, information and analytic requirements, roles of actors,
submission requirements, review criteria and programming responsibilities. All of these
require formal capital budgeting practices and the elimination of the ad hoc practices.
These best practices improve efficiency and transparency and should be applied to all areas of
infrastructure expenditure of the Commonwealth including: reconstruction, construction and
maintenance of government owned assets, and procurement of infrastructure through public
corporations and Public-Private Partnerships (P3s).
The Government should pursue five sub-strategies:
Set Commonwealth infrastructure priorities to guide investment
■

Set target outcomes to guide prioritization of projects

■

Develop clear, systematic cost-benefit analysis and quantitative scoring to prioritize
projects based on return on public investment and the ability to implement
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Each request should meet certain criteria and include detailed project justifications, cost
estimates, and other information requisite for a thorough review.

Accelerate the pre-construction process
■

Identify opportunities for local review and permitting, for as many projects as possible, to
avoid federal delays

■

For projects requiring local review, revisit existing process to reduce hurdles, and ease of
meeting them, wherever possible

■

Where federal approval is needed, focus on: clarifying decision rights and confirming
processes with all major stakeholders; harmonizing local processes to match federal
processes and seeking waivers where applicable; ensuring transparency and clarity from
Federal Government on where projects are in the pipeline; and utilizing Title V of
PROMESA

Build sustainable funding models and financing strategies
■

Leverage external capital, by expanding PPPs and access to federal credit (e.g., TIFIA) and
grant (e.g., INFRA) programs

■

Increase bankability, and eligibility for participation in a PPP by deploying monetary and
non-monetary incentives (e.g., recyclability of proceeds from asset monetization,
including monetization of Government-owned real estate to support the revenue models
for PPPs)

■

Provide support to de-risk greenfield investment (e.g., reduction of early stage demand
risk)

Promote procurement and delivery best practices
For projects that receive Commonwealth funding, ensure such projects:
■

Develop an aligned owner organization with streamlined processes (e.g., early
procurement involvement, accountable owner team oversight)

■

Build an effective contracting strategy (e.g., tailored bidding process and pricing models,
change order management tools)

■

Utilize advanced procurement tools and approaches (e.g., rigorous clean sheet models,
quantified view of Total Cost of Ownership drivers)

■

Implement lean construction and digital techniques

Build the infrastructure of tomorrow
■

Identify innovative technologies (e.g., automotive transformations, drones, new tunnel
creation methods, the Internet of Things) and develop a strategy to actively promote them
(e.g., AV pilot test zones), or at least find a way to not stifle their development (e.g., job
trainings for displaced workers)

■

Critically evaluate major new investments against future trends, to avoid disruption by
innovation (e.g., avoid the buildout of excessive parking given increase in shared mobility
and growth of autonomous vehicles)

Implementation of infrastructure reform
The implementation timeline for infrastructure reform can be found below (Exhibit 35). The
Government must fulfill these milestones in order to be compliant with the 2019 Fiscal Plan.
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EXHIBIT 35: INFRASTRUCTURE REFORM KEY IMPLEMENTATION MILESTONES
Measure

Central Office of
Recovery,
Reconstruction, and
Resilience (COR3)

Set Commonwealth
Infrastructure
Priorities to Guide
Investment

Accelerate the PreConstruction Process

Build Sustainable
Funding Models and
Financing Strategies

Promote Procurement
and Delivery Best
Practices

Build the Infrastructure
of Tomorrow

Milestone

Deadline

Finalize economic and disaster recovery plan

August 8, 2018

Finalize monitoring program for compliance with procurement, contracting, and payment
requirements

August 8, 2018

Fully staff team and complete COR3 operational contracts

August 8, 2018

Deploy a proven grant-management software system

August 8, 2018

Coordinate and channel all efforts and activities of the Government related to recovery efforts

Ongoing

Issue annual report on status of implementation of recovery plan

Annually, August
2019-2023

Set target outcomes to guide prioritization

December 31,
2018

Develop clear, systemic CBA to grade projects

Sep 30, 2019

Submit list of prioritized projects based on new methodology

December 31
2019, Ongoing

Conduct diagnostic of pre-construction process (i.e., key steps, parties involved, and
bottlenecks / gaps)

December 31,
2018

Identify initiatives based on lean best practices to accelerate pre-construction process and
reduce time and cost to delivery

March 31, 2019

Submit roadmap for initiatives to improve pre-construction process

June 30, 2019

Identify opportunities for local project review

June 30, 2019

Segment projects by funding source to accelerate delivery

March 31, 2019

Revisit local permitting requirements (non-Title V)

June 30, 2019

Implement improved federal interaction model

Dec 31, 2019

Conduct diagnostic to identify opportunities to leverage external capital (e.g., level of PPPs and
concessions relative to benchmarks), including high potential asset classes and assets

December 31,
2018

Build capabilities and assign dedicated CRRO team member responsible for identifying and
promoting FDI

September 30,
2018

Undertake external capital raising strategy to execute on opportunities for specific assets

March 31, 2019

Develop FDI promotion strategy (e.g., priority sectors, sources of investment) and execute
initiatives to promote FDI

March 31, 2019

Release annual reports on relative performance on FDI and opportunities to enhance

December 31
2019, ongoing

Undertake project review to determine opportunities to increase bankability to attract private funds
(e.g., increasing or creating new revenue streams, transfer risk)

December 31,
2018

Execute on strategy to improve project bankability for priority projects (large magnitude or
high impact)

September 30,
2020

Determine opportunities to improve use and adoption of more effective contracting strategies
(e.g., CHICA)

December 31,
2018

Develop toolkit to maximize efficiencies

March 31, 2019

Identify and pilot new tools for improved procurement delivery (e.g., contractor rating, design-build
contracts for targeted assets)

June 30, 2019

Ensure tracking of procurement and project level performance and create performance and
outcomes-based monitoring (e.g., rewards/penalties for meeting or missing time thresholds)

December 31,
2019

Review impact of each tool based on data and iterate

June 30, 2020

Identify resiliency upgrades to existing and new infrastructure

June 30, 2018

Prioritize and invest in resiliency upgrades based on schedule

December 31,
2018

Identify innovative technologies, promotion strategy

December 31,
2019

Review potential disruption to various infrastructure investments and asset classes and create
methodology or periodic review to determine how to promote investment in high growth areas and
ensure limited investment in areas that will have lower benefit given trends

June 30, 2020

Completion of dynamic toll viaducts by HTA

July 31, 2023

Completion of dynamic toll lanes by HTA

July 31, 2023

Completion of signal system improvements by HTA

July 31, 2023
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PART IV: Transforming government to better
serve the Island
In addition to structural reforms, the Government must also implement fiscal measures to
create a sustainable fiscal future for Puerto Rico. Fiscal reforms should reduce costs while
maintaining or improving the quality of important services. The wide range of government
efficiency initiatives shall target an increase in revenues through new and more efficient
collections activities, while decreasing government expenditures by ensuring reasonable usage
of resources.
Making fiscal choices limited resources requires focus. As such, in addition to the investments
made in FY2019 across teachers, school directors, and police, the 2019 Fiscal Plan includes
investments in three key areas: public safety, education, and health.

Investments in police compensation and equipment
Tantamount among these investments is an effort to make police sworn officer compensation
more competitive given the significant attrition PRPB has experienced since FY2018.
Therefore, the 2019 Fiscal Plan includes a salary and required benefits increase of 30%
(~$11,500) over two years. The 2019 Fiscal Plan also includes $250 per sworn officer per year
for life and disability insurance, contributions for Social Security starting in FY2020, and $122
million per year from FY2019 to FY2021 for police officers who are owed payment for past
services. In addition to investments in compensation, the 2019 Fiscal Plan provides $42
million in capital expenditures funds in FY2020. Exhibit 36 details the focus and magnitude
of these investments over the course of the 2019 Fiscal Plan.
EXHIBIT 36: 2019 FISCAL PLAN INVESTMENTS IN POLICE

Significant investments in Police compensation and equipment to
promote public safety on Island

Police

$11.5 K

Salary increase over two years per sworn officer to make
salaries more competitive, which represents an annual
investment of $70+ million starting in FY2020, which
ramps up to ~$140+ million in later years

$33+ M

Investment to provide Social Security for all sworn
officers each year

$1.2 M
$42 M
$366+ M

Investment to increase life and disability insurance
coverage by $250 per sworn officer starting in FY2020
For capital expenditures to purchase bullet proof vests,
radios, and vehicles
To provide payment for past services to sworn
officers, amounting to $122 million in FY2019, FY2020
and FY2021
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Investments in healthcare, education, and public safety
In addition to investments in police, the 2019 Fiscal Plan includes investments in other
priority areas across public safety, healthcare, and education (Exhibit 37).
EXHIBIT 37: 2019 FISCAL PLAN INVESTMENTS IN FISCAL PRIORITIES
Highlights of investments in other high priority spending areas

$1.4 B
$25+ M
Healthcare

$15+ M
$12 M
$4 M
$2 M
$14 M

Education

$39 M
$1 M
Firefighters

Forensics
Institute

$14 M
$2 M
$4.5 M
$750 K

Increase in funding across FY2020-2024 to improve stability within
the healthcare system
Investment in FY2020 to enable the Comprehensive Cancer Center to
become fully operational
Investment annually to maintain nurse staffing levels
Over FY2020 and FY2021 to enable the Psychiatric Hospital to
increase standards of care for Medicare certification
For capital expenditures for medical, office and air conditioning
equipment
Investment in the Cardiovascular Center of Puerto Rico for purchases
of medical products and materials
For salary increases of $500 for teachers and directors annually
starting in FY2020 (in addition to FY2019 salary increases across
teachers and directors)
Investment in the UPR scholarship, amounting to $214 million in
scholarship funding between FY2019-2024
For salary increases of $500 per firefighter annually starting in
FY2020
In capital expenditures for fire pumps, vans and trucks
Investment for safety equipment and materials in FY2020
Personnel investment annually to allow for 95 new employees to
decrease backlog of cases
Investment in laboratory equipment and materials annually

Fiscal measures
Office of the CFO (Chapter 11). The Office of the CFO, a function of Hacienda, (“OCFO”),
will also be responsible for—and crucial to achieving—a variety of reforms to ensure the
responsible financial stewardship of the Island’s resources.
Agency Efficiencies (Chapter 12). A new model for government operations will “right-size”
the Government through agency consolidation and reduction and/or elimination of
government services. It includes comprehensive reform initiatives in the Departments of
Education, Health, Public Safety, Corrections, Hacienda / OCFO, and Economic Development,
as well as consolidations and reductions within the long tail of other agencies. Agency
efficiency measures must result in $1,556 million in run-rate savings by FY2024.
Healthcare Reform (Chapter 13). Healthcare measures seek to reduce the rate of healthcare
cost inflation through a comprehensive new healthcare model that prioritizes quality relative
to cost and must result in $638 million in run-rate savings by FY2024, projected to grow with
healthcare inflation.
Tax Compliance and Fees Enhancement (Chapter 14). Tax compliance initiatives
involve employing technology and other innovative practices, as well as implementing new
taxes, to capture revenue from under-leveraged sources. These initiatives must increase runrate revenues by $509 million by FY2024.
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Reduction of Appropriations (Chapter 15). The central Government will decrease
appropriations granted to municipalities and UPR, which must result in $499 million in runrate savings by FY2024.
Pensions Reform (Chapter 16). Improvements to the financial stability of public employees’
retirement funds must result in $186 million of run-rate savings by FY2024.
Together, these measures are crucial to the structural balance of Puerto Rico’s economy, and
are projected to result in over $13 billion over FY2019-2024 and over $119 billion by Fiscal
Year 2049 (Exhibit 38).
EXHIBIT 38: IMPACT OF FISCAL MEASURES SAVINGS AND REVENUES
Impact of fiscal measures1, $M
Pensions Reform

Healthcare Reform

Agency Efficiencies

Tax Compliance and Fees Enhancement

Reduction of Subsidies

EITC

119,421
7,334
13,533
694
55,277

6,819

16,284
2,098

2,269

3,029

2,728

1,480

499

842
84

FY18

FY19

3,184
186
1,557

FY20

FY21

FY22

FY23

29,371
2,423

2,518

17,272

638
509
-204

-1,018

-6,116

FY24

FY19-24

FY19-49

1 Comprised only of fiscal measures attributable to the Commonwealth

OFFICE OF THE CFO
One of the highest priorities of the Government transformation will be the implementation of
the transformed Office of the CFO. Despite attempts to better coordinate Puerto Rico’s fiscal
functions through Executive Orders 2013-007 and 2017-033, among other actions, the
Government’s current financial management functions remain decentralized, fragmented,
obsolete, and in need of improvement. This must be solved by the establishment of a strong,
centralized Office of the Chief Financial Officer for Puerto Rico (“OCFO”) into the executive
branch of Government. While the government has taken some action to establish the OCFO,
formal legislation for the office’s structure and governance has not been submitted or
approved. Further action must be prioritized to make up for delays in the office’s
implementation plan and the resulting impact on staffing levels, timely decision-making and
achievement of savings.
By centralizing all financial management functions per the 2019 Fiscal Plan, the OCFO would
improve fiscal governance and forecasting, increase transparency, substantiate accountability,
heighten internal controls, and improve stakeholder confidence in Puerto Rico’s financial
management. Most importantly, it will enable the Government to achieve fiscal responsibility
and restore access to the capital markets, two cornerstones of PROMESA.
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Core objectives of the OCFO must be as follows:
A) Centralize treasury and liquidity management
B) Enhance budget development process and improve monitoring / performance tracking
C) Drive standardization and integration of financial IT systems
D) Ensure compliance with procurement, contracts, pensions, and human resources
management policies
E) Enhanced control mechanisms and oversight
F) Improve timeliness of CAFR (Comprehensive Annual Financial Report) and financial
reporting
G) Centralize and validate management of funds, debt, and other financial transactions

Responsibilities and actions of the OCFO
11.1.1 Responsibilities
To carry out the above objectives, the OCFO must be endowed with the following
responsibilities:


The OCFO shall act as the central authority over finance, budget, HR, audit,
procurement, cash management, and debt issuance for all entities that receive support
from the General Fund or otherwise depend on the Government’s taxing authority



The OCFO shall have the ability to remove any fiscal officer for violations of, or noncompliance with, the law, including failure to provide timely and accurate fiscal and
financial information



The OCFO shall oversee the transition to modified accrual accounting standards

To enable this level of centralized control, these functions must be consolidated under a single
individual. The Government has proposed that this person be the Chief Financial Officer, who
now oversees OCFO and Hacienda. Other offices would then be merged into Hacienda and
subsequently eliminated to create Hacienda / OCFO. These agencies include, but are not
limited to: Treasury (consolidated, not eliminated), OMB, GDB 67, OATRH, and GSA 68. All
other fiscal functions of any departments, agencies, and instrumentalities that receive support
from the General Fund or otherwise rely on the Central Government’s taxing authority would
all fall under the OCFO’s authority.
A) Centralize treasury and liquidity management


Enforce and manage a consolidated Treasury Single Account for the Government; this
involves consolidating visibility and control of all Government bank accounts,
including CU accounts at private banks and creating a true Treasury Single Account.
All other public entities should maintain zero balance sweep accounts



Serve as the sole authority for new bank account creation and closure, as well as
ongoing and ad-hoc liquidity reporting, monitoring and analysis. The OCFO must
rationalize the bank account portfolio, optimize cash pooling/daily cash sweeps and
treasury operations, and implement uniform accounts payable and disbursement
prioritization policies, processes and reports

67 Scheduled to be liquidated
68 AAFAF remains a separate entity per Government plans as of May 2019 but is included in OCFO agency efficiencies section
for presentational purposesd
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B) Enhance budget development process and improve monitoring and
performance tracking


Comply with the recently established Oversight Board budget guidelines and timeline
to develop a budget that is consistent with the 2019 Fiscal Plan and easily traceable to
the 2019 Fiscal Plan and the audited financials



Forecast and manage receipt seasonality



Oversee all tax decrees and tax agreements issues



Operationalize the budget in the financial system to ensure consistency between
accounts and facilitate monitoring of those accounts



Estimate, protect, and enhance collections and revenue streams, and establish
budgetary priorities and oversight, including effective expenditure controls and
procurement reform

C) Drive standardization and integration of financial IT systems


Comply with the recently established Oversight Board budget guidelines and timeline
to develop a budget that is consistent with the 2019 Fiscal Plan and easily traceable to
the 2019 Fiscal Plan and the audited financials

D) Ensure compliance with procurement, unified contracts, pensions, and
human resources management policies


Certify all contracts, bills, invoices, payroll, and other evidences of claims, demands or
charges related to the central Government and all entities reliant on the Government’s
taxing authority, including prescribing forms of receipts, vouchers, bills and claims to
be used by all agencies



Manage centralized health insurance procurement and policy management



Oversee human resources as well as all governmental payroll operations and all
government-related financial transactions. The office must have the sole responsibility
within the Government for reforming personnel policies, including the renegotiation
of existing collective bargaining agreements (“CBAs”) consistent with the 2019 Fiscal
Plan objective to achieve budget savings and efficiencies, ensure enhanced delivery of
governmental services, and negotiate all future CBAs to achieve the same ongoing
results



Implement uniform time, attendance, and overtime processes and payroll controls and
reporting



Implement the Single Employer Program to enable mobility of employees to fill critical
needs

E) Improve oversight of Special Revenue Funds through enhanced control
mechanisms.


Implement processes to improve responsible stewardship of Puerto Rico’s Special
Revenue Funds. Additionally, ensure all dedicated revenue streams attributable to SRF
have their funds first deposited in the newly established Treasury Single Account
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F) Improve timeliness of CAFR and financial reporting


Publish the FY2017 CAFR by December 2019 and the FY2018 CAFR by March 2020,
and manage these to completion by resolving any issues that have caused the multiple
delays to date



Implement a new process for the publishing of the FY2018 and subsequent CAFRs
within the established regulatory timeframes, and drive improvements in the process
and quality of the data provided. All releases should implement the modified-accrual
basis of accounting as required in PROMESA and leverage the new forecasting, esettlement, and analytics capabilities to support all OCFO functions



Enact effective 2019 Fiscal Plan measures implementation forecasting and actuals
reporting



Supervise property tax assessment reforms, prepare tax maps, and provide notice of
taxes and special assessments

G) Centralize and validate management of funds, transactions, and other
financial transactions


Maintain custody of all public funds, investments, and cash, and administer cash
management programs to invest surplus cash



Facilitate long-term and short-term borrowing programs



Maintain control and accountability over all funds, property, and other assets
controlled or managed by the Government, and oversee all tax decrees and tax
agreements issued



Publish an annual Tax Expenditure Report that identifies and quantifies all tax
expenditures (including all tax exclusions, exemptions, adjustments, deductions,
subtractions, credits, abatements, deferrals, rebates and special rules)

Implementation and enforcement plan
While Executive Orders can facilitate some of the initial reforms required, the OCFO’s
authorities should ultimately be established through a comprehensive statutory overhaul.
Such legislation must conform to the 2019 Fiscal Plan and PROMESA. Exhibit 39 shows the
milestones required to achieve the transformation and savings that the Oversight Board
expects as part of the creation of the OCFO; further, the OCFO will be responsible for a number
of implementation and fiscal controls / reporting, which is outlined in Chapter 17.
While encouraging first steps have been taken towards the implementation of the OCFO by
appointing a single individual to have accountability for revenues and expenditures, the
legislative and managerial work required to consolidate responsibility into this office remains
to be done. Given delays, the December 31, 2019 deadline for fully consolidating component
agencies is at risk.

80

Case:20-00005-LTS Doc#:1-10 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit J Page 82 of 154

Desc:

EXHIBIT 39: OCFO / HACIENDA KEY IMPLEMENTATION MILESTONES
Areas of focus

OCFO
Establishment

Action item

Deadline

Draft and pass legislation (as necessary) in conformance with both the 2019 Fiscal Plan and PROMESA

June 30, 2018

Fully staff team to manage consolidation program

September 30, 2018

Fully consolidate component agencies, including, but not limited to, (i) Treasury (consolidated, but not eliminated), (ii) OMB,
(iii) GDB (until liquidation), (iv) OATRH, and (v) GSA, into OCFO

December 31, 2019

Submit revised forecast of General Fund net revenues for the current fiscal year based on actual revenues in the prior fiscal August 15, 2018
quarter (4Q FY2018) and notify the revision to the Director of the OMB, the Governor and the Oversight Board

Fiscal Controls
and Reporting

Treasury and
Liquidity
Management
Centralization

Budget
Development
and Monitoring
/ Performance
Tracking

Standardization and
Integration of
Financial IT
Systems

Procurement,
Contract,
Pension, and
HR
Compliance

Improve
Timeliness of
CAFR (Comprehensive
Annual Financial Report)
and Financial
Reporting

Centralize and
Validate
Management
of Funds,
Debt, and
Other
Financial
Transactions

Publish all Government contracts and change orders in their entirety on the Office of the Comptroller’s website

September 30, 2018

Disburse 2.5% appropriations withholding based on actual revenue performance in the first six months of the current fiscal
year (FY 2019)

April 1, 2019

Update systems and reporting mechanisms

June 30, 2020

Review controls and reporting and compare to best practices

Ongoing

Consolidate visibility and control of all Government bank accounts, including Component Unit accounts at private banks

June 30, 2018

Establish a true Treasury Single Account

June 30, 2018

Enforce policy of zero balance sweep accounts at all other public entities

June 30, 2018

Designate and empower the OCFO as the sole authority for new bank account creation and closure, as well as ongoing and June 30, 2018
ad-hoc liquidity reporting, monitoring, and analysis
Rationalize bank account portfolio, optimize cash pooling/daily cash sweeps, and streamline treasury operations

September 30, 2018

Implement uniform accounts payable and disbursement prioritization policies, processes, and reports

September 30, 2018

Publish reports on ongoing accounts

Ongoing

Operationalize budget for current fiscal year (FY2019) in the financial system to ensure consistency between accounts and
facilitate monitoring of those accounts

July 31, 2018

Define reporting required annually

July 31, 2019

Finalize system updates

July 31, 2022

Finalize plan for upgrade and standardization of accounting and IT systems

June 30, 2018

Release RFP for proposed program

June 30, 2018

Finalize and sign contract with selected vendor

September 30, 2018

Fully implement upgrade and standardization of accounting and IT systems across all government agencies

June 30, 2019

Conduct maintenance of IT systems

Ongoing

Designate the OCFO as having sole responsibility for reforming personnel policies, including the (re)negotiation of all
existing and future collective bargaining agreements (CBAs)

June 30, 2018

Standardize forms for receipts, vouchers, bills and claims to be used by all government agencies

June 30, 2018

Establish and manage a centralized insurance procurement and policy management system for all government agencies

September 30, 2018

Implement uniform time and attendance processes, and payroll controls and reporting

December 31, 2018

Complete annual procurement contract review

June 30, 2020

Complete ongoing compliance reporting

Ongoing

Establish a clear timeline to publish the FY2015, FY2016, and FY2017 CAFRs and manage it to completion as soon as
possible

June 30, 2018

Implement a new process for the publishing of the FY2018 and subsequent CAFRs within the established regulatory
timeframes (and using the modified-accrual basis of accounting required by PROMESA)

December 31, 2018

Deploy forecasting and reporting tools to track progress and performance of implementation measures

December 31, 2018

Publish report for FY19

December 31, 2019

Review of reporting process

Ongoing

Establish and maintain OCFO custody of all public funds, investments, and cash

June 30, 2018

Establish and maintain OCFO control and accountability over all funds, property, and other assets controlled or managed by June 30, 2018
the Government
Enact cash management programs to invest surplus cash

September 30, 2018

Publish an annual Tax Expenditure Report that identifies and quantifies all tax expenditures (including all tax exclusions,
exemptions, adjustments, deductions, subtractions, credits, abatements, deferrals, rebates and special rules.)

September 30, 2018

Publish annual reports on tax expenditure

Ongoing
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AGENCY EFFICIENCIES
Improving agency operational expenditures
As of FY2018, the Government had approximately ~116,500 employees 69 across 114 Executive
Branch government agencies, as well as agencies within the Legislative and Judicial branches
(excluding large instrumentalities, e.g., PREPA, PRASA, HTA UPR, COSSEC, GDB) 70. With a
total FY2018 General Fund budget of over $9 billion, these agencies utilize personnel and
non-personnel resources that are outsized compared to the actual service needs
of the people of Puerto Rico. Compared with states serving similar populations, Puerto
Rico remains an outlier in terms of sheer number of agencies: for example, as of 2018 Iowa
only had 36 state agencies and Connecticut had 78. In addition, there are countless examples
of subpar service delivery across the Government. For instance, despite having 5+ agencies
primarily dedicated towards the financial stewardship of the Island, the Government has been
unable to report consistently accurate financial statements on a timely basis. In addition,
Puerto Rico’s education system has consistently delivered unsatisfactory student outcomes,
including below-U.S. mainland graduation rates and standardized test scores are far below
basic proficiency.
Prior to 2016, when the Oversight Board began promoting fiscal sustainability, the level of
governmental spending in Puerto Rico had not seen any significant decline even though Puerto
Rico’s population fell by 12% from 2007 to 2017 (prior to Hurricanes Irma and Maria) 71. In
fact, Puerto Rico remains an outlier in terms of the number of residents employed
by the state government, with ~20% of those currently employed working for the
government (e.g., in a “governmental position”) 72, placing Puerto Rico in the top 10th
percentile of U.S. states for percentage of residents employed by state government 73.
Moving forward, the right-sized Government of the future should wherever possible reflect
mainland U.S. benchmarks in terms of both number of agencies and size of agencies
themselves to deliver services in as efficient a manner as possible. As part of the new
Government model, the Government should consolidate the 114 agencies into no more
than 42 agency groupings and independent agencies. 74 In some cases, the
consolidations are designed to better focus the competing efforts of multiple agencies, such as
the Economic Development grouping, which will consolidate ten agencies into one. In other
cases, the consolidations should serve to move services closer to residents, such as the
Healthcare grouping, which will consolidate access points to important services like Medicaid.
In all cases, fiscal measures will be applied to improve the quality of the underlying services,
especially in the case of PRDE. Across all agencies, the ultimate goal should be to drive
efficiencies to improve services for the population while achieving the cost savings required to
sustain a fiscal transformation.
Exhibit 40 shows total savings that must be achieved from personnel, non-personnel,

compensation and utilities agency efficiency measures.

69 Excludes transitory employees
70 Excludes agencies which currently have $0 operating budget and no employees
71 United States Census Bureau
72 Economic Development Bank for Puerto Rico 2018 Fact Sheet https://www.bde.pr.gov/BdeSite/PREDDOCS/PR-FactSheetOct2018.pdf
73 Governing.com from U.S. Census Bureau, “States With Most Government Employees: Totals and Per Capita Rates”
74 Represents grouping and independent agency plans as of May 2019
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EXHIBIT 40: SUMMARY OF AGENCY EFFICIENCIES IMPACT
Savings from agency efficiencies measures, $M
Agency-specific personnel measures

Utilities measure

Agency-specific non-personnel measures

Incremental budgetary changes

Government-wide compensation measures (personnel)

Investments in UPR scholarship fund, public safety, education, and healthcare

Measures
2,000

1,483
55
58

1,557
56
59

356

361

494

507

515

705

785

832

844

-270

-337

-318

-324

-277

FY20

FY21

FY22

FY23

FY24

1,351
42
59

1,800
1,600

1,157

1,400

32
54
226

899
19
132
164

1,200
1,000
800
600
400
200
0

371
9
98
159
230
-125

-200

477

290

329
525

-400
FY19

Agency-specific personnel and non-personnel efficiency
measures
There are several actions that have been applied to each agency to achieve these targets:
■

First, some agencies will be closed completely if their function and programs are
not required, resulting in a 100% personnel and non-personnel savings for all non-federal
funded expenditures after a 2 to 3-year wind-down period (a minimum of 50% savings
must be achieved no later than year 2).

■

Other agencies must be merged when benchmarking and best practices determine
that activities across agencies could be better served through a single mission and
management to eliminate redundancies, and/or where economies of scale make shared
services more economical without reducing quality of service.

■

A small subset of agencies will be left independent but made more efficient
through a series of streamlining efforts related to both personnel and operations, allowing
the agency to provide existing services at a lower cost to taxpayers.

The Government proposed six agencies for closure: Model Forest; Culebra Conservation and
Development Authority; 75 Company for the Integral Development of Cantera's Peninsula;76
Economic Development Bank; Industrial, Tourist, Education, Medical, and Environmental
Control Facilities Financing Authority (AFICA); and National Guard Institutional Trust. 77
The target savings methodologies are organized below (Exhibit 41).
75 Agency will only be partially closed, so funding will be reduced by 32% overall in FY20
76 To be closed on July 1, 2033 per current law.
77 The National Guard Institutional Trust, Economic Development Bank, and Martin Pena Canal ENLACE Project Corporation
will close but not achieve any savings.
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EXHIBIT 41: SAVINGS TARGETS FOR AGENCY EFFICIENCIES
Savings targets, % off of baseline
Closing

Merging

Efficiency

Back-office

100%

40-50%

15-20%

Front-line

100%

Variable

Variable

Non-personnel
operations

100%

30%

20%

The Government has indicated that changes in proposed consolidations may occur in the
future. Regardless of any changes, the Government shall still be accountable for achieving the
total annual savings projected in the 2019 Fiscal Plan.

Cross-cutting non-personnel measures
Reducing utility costs: The Government should implement energy efficiency initiatives
that reduce its utility payments in line with mainland energy efficiency efforts such as the U.S.
Federal Energy Management Program (FEMP). Energy efficiency initiatives would include
facility & fleet optimization (e.g., recycling), better procurement of energy, and strategic
investments, potentially through utility capital expenditure. The Government must achieve
savings of 15% on utilities expenses by FY2023, taking into account the rate increases
projected by PREPA and PRASA. These savings should be $19.2 million by FY2020 and reach
$55.7 million annually by FY2024.
Reducing costs in historically low visibility spend areas: The Government should
also continuously monitor and reduce expenses in historically low-visibility
areas (e.g., “unclassified professional services” and “englobadas”). Given data now available
in the budget process, this 2019 Fiscal Plan imposes a 10% incremental cut on professional
services and restricts unclassified professional services to 10% of all professional services.

Cross-cutting personnel measures
Maintaining a payroll freeze: The March 2017 Fiscal Plan included a measure to freeze all
payroll expenditures which became law in FY2018. However, the freeze was due to expire at
the end of FY2019. To extend the savings from freezing payroll increases, the freeze must
be continued through the duration of the 2019 Fiscal Plan. This measure should amount to
$241.7 million in annual savings by FY2024.
Standardizing healthcare provided to government employees: Medical insurance is
a core benefit provided to all government employees. However, the degree of coverage varies
widely across government agencies, with some employees receiving superior coverage
compared to their peers. For instance, Department of Education employees receive an average
of $120 per month in medical benefits, whereas employees of the Housing Finance Authority
receive more than $1,000 per month. 78 To ensure fairness and reduce expenditures, the
Government must implement its proposal to standardize the health insurance received
by each employee so that everyone receives $125 worth of benefits per month, or
$1,500 per year; additionally, employees of public corporations should maintain preexisting
78Analysis of active, non-transitory government employees not supported by Federal Funds; data provided within January 2018
Government attrition model
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conditions coverage. This initiative should have been fully implemented by the start of FY2019
and should lead to $47.2 million in run-rate savings by FY2024. 79
Reducing additional outsized non-salary compensation paid to employees: There
are several policies that the Government must continue to enforce through the duration of the
2019 Fiscal Plan that will impact personnel spend. These include:






Asserting a hiring freeze with stringent requirements for backfilling positions left open
by attrition or workforce reduction
Limiting paid holidays to 15 days annually across all public employees
Prohibiting carryover of sick and vacation days between fiscal years
Prohibiting any future liquidation of sick and vacation days in excess of the amount of
days permitted by law
Eliminating the Christmas bonus for all public employees

The hiring freeze policy was included in the March 2017 Fiscal Plan, and the 2019 Fiscal Plan
continues to enforce that policy while requiring the Government to propose stringent
requirements for the backfilling of any opened positions and gain approval by the Oversight
Board. The other policy measures outlined above were enacted in Act 26-2017, except for the
elimination of the Christmas bonus. The elimination of the Christmas bonus is projected to
lead to $70.2 million in run-rate savings, starting in FY2019.
Total savings from compensation-related measures must achieve $163.9 million in FY2020
and reach a run-rate of $360.8 million per year beginning in FY2024.
To achieve the 2019 Fiscal Plan’s savings projections, cross-cutting personnel (e.g.,
compensation-related) and non-personnel measures must be implemented according to the
schedule described in Exhibit 42.

EXHIBIT 42: CROSS-CUTTING PERSONNEL AND NON-PERSONNEL MEASURE
IMPLEMENTATION MILESTONES
Areas of focus

Payroll freeze

Eliminate
Christmas bonuses

Uniform healthcare

Action item

Deadline

▪ Pass legislation to freeze payroll for public employees through at least FY23

March 31, 2019

▪ Institute payroll freeze
▪ Review policy of payroll freeze

June 30, 2019
June 30, 2023

▪ Implement Christmas bonus phase out

December 1, 2018

▪ Launch RFP for uniform healthcare

July 1, 2018

▪ Implement new contract

January 1, 2019

▪ Launch new RFP process

January 1, 2022

▪ New provider coverage operational

July 1, 2022

▪ Develop energy and water efficiency savings plan modeled after the U.S. Federal Energy

July 1, 2018

Management Program
Utilities savings

Professional
services and low
visibility spending
reductions

▪ Implement efficiency plan and achieve 40% of total run-rate savings in FY2020

July 1, 2019

▪ Achieve 100% of run-rate savings, which will represent 15% savings off of FY2018 expenditures

January 1, 2023

▪ Conduct analysis of all professional services expenditures and those categorized as “other” to identify

July 1, 2019

potential savings opportunities

▪ Implement reduction of professional services and “low visibility” expenditures to achieve 10+%

July 1, 2019

▪ Categorize all professional services contracts moving forward to ensure reduction of “other” category

October 1, 2019

79This total excludes uniform healthcare savings from the Healthcare grouping which has been calculated independently and
included in its respective section of the 2019 Fiscal Plan
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Unfortunately, in FY2019, the Government paid the Christmas bonus and did not
standardize healthcare benefits received by each employee. There also have not been any
utility savings reported.

Department of Education (PRDE)
12.5.1 Current state and future vision for the Department of Education
Throughout the last decade, PRDE has encountered longstanding challenges which have
contributed to low academic performance, including bureaucratic hurdles associated with
operating as a single local education agency, inability to execute professional evaluations tied
to quality outcomes in the classroom, and lack of a cohesive strategy for academic
improvement.
In addition, PRDE, the largest agency in the central Government by spend, is outsized relative
to need. While student enrollment has declined considerably over the past few decades (over
50% decline since its peak in 1980, and by about 33% in the past decade alone), 80 the number
of schools and teachers has not decreased proportionally (with only about a 30% reduction in
public schools between 1990 and 2016). 81 With student enrollment expected to decline by
roughly 70,000 by FY2024, PRDE has room to right-size its education system relative to the
number of students. Tightening its system will give PRDE the flexibility and funding to focus
on improving the quality of education provided.
To improve the capabilities and capacity of the Puerto Rican population, the Government will
need to set high aspirations. PRDE aims to improve student academic achievement by
reducing the achievement gap by 12% annually on Puerto Rico proficiency tests,
achieving 80% proficiency in Spanish, 73% in Mathematics, and 77% in English; and further,
improving the graduation rate to 90% by FY2023. This mandate is not easy but is attainable
through a series of education efficacy and efficiency measures as well as targeted
investment in student and teacher outcomes.

12.5.2 PRDE Efficiency measures
PRDE must achieve $192.0 million in personnel savings, $82.5 million in non-personnel
savings, $5.8 million in utility savings and $42.2 million in compensation related savings in
FY2020, exclusive of the 2019 Fiscal Plan investments of $91.8 million. Exhibit 43 shows the
annual personnel and non-personnel savings that must be achieved through FY2024.

80Helen F. Ladd and Francisco L. Rivera-Batiz, “Education and Economic Development in Puerto Rico” The Puerto Rican
Economy: Restoring Growth, Brookings Institution Press, Washington, D.C., 2006, 189-238
81 There were 1,619 public schools in 1990 and 1,131 at the time of reporting. Oversight Board Listening Session, Secretary
Julia Keleher, “On the Road to Transformation,” November 30, 2017
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EXHIBIT 43: DEPARTMENT OF EDUCATION MEASURES SUMMARY OF IMPACT
Summary of Department of Education measures impact, $M
Agency-specific personnel measures

Utilities measure

Agency-specific non-personnel measures

Incremental budgetary changes

Government-wide compensation measures (personnel)

Investments in textbooks, teacher compensation, and director compensation

700
600
381
2
10
64

500
400

231
6

300
200
100
0

42
83

1

50
3
34

26

192

563
2
17
110

571
2
17

122

124

327

366

371

495
2
13
87
121

111

119

266

60
-72

-92

-79

-54

-53

-54

FY19

FY20

FY21

FY22

FY23

FY24

-100

a) Non-personnel efficiencies
Consolidating the K-12 school footprint
After an analysis of several factors including capacity, geographic and cultural characteristics,
distance to neighboring schools, transportation costs, and facility quality, among others, the
2019 Fiscal Plan determined that the Department of Education should close 307 schools by
FY2020. Each school closure should save an estimated $47,000 annually by reduction of
facility costs. 82 To date, the Department has closed 255 schools; as such, savings from the
closures that have not occurred (representing ~$15-20 million per year) should be captured
elsewhere. Consolidation of schools will also enable higher quality outcomes at lower cost by
enabling systems to invest in a smaller number of higher-performing schools.
Procurement reform
Independent of, but accelerated through, consolidations, PRDE procured spend should be
reduced by approximately 10-15% through centralized procurement policies including
strategic purchasing and demand controls (see full set of procurement levers in Section 12.2).

b) Personnel efficiencies
Personnel optimization from school consolidation
To date, school consolidations have not always led to proportional cost savings because they
are often not accompanied with concurrent reductions in staff. Going forward, per the 2019
Fiscal Plan, the number of school staff should decline proportionally to the projected decrease
in number of schools. For example, the number of school administration (principals, office
82 ~$47,000 is a result of analyzing Government-provided school closure data from previous years and represents the average
non-personnel savings across a group of 151 closed schools
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staff, etc.), food service staff, facility maintenance staff, and other school-specific staff should
be scaled down accounting for a smaller number of schools. To do this, the Department should
endeavor to maintain its 2018 average of 2.24 administrative FTEs per school, 3.39 food
services FTEs per school, and 2.27 maintenance FTEs per school.
Improving student-teacher ratio
The ratio of general education students to academic teachers in Puerto Rico was of 11:1 as of
Fiscal Year 2018, lower than that of districts such as Miami-Dade County Public School (16:1).
Puerto Rico’s student-teacher ratio will only continue to decrease with the projected student
enrollment declines in the coming years without proactive changes. To address this, academic
teacher staffing levels will be reduced to reach a target student-teacher ratio of 14:1. The target
ratio is below the benchmark because an allowance must be made for the differences between
Miami-Dade and Puerto Rico. The latter is spread over a much larger geographical area and
comprises both urban and rural areas.
Right-sizing regional and center level structure
Rather than function as a single Centralized Education Agency (CEA), PRDE should create
regional Local Education Agencies (LEA), with the objective of reducing administrative headcount
while providing locally relevant services to schools (Exhibit 44). The Department has already
begun this effort.
EXHIBIT 44: LOCAL EDUCATIONAL AGENCIES FUTURE STATE REGIONS

This new regional LEA model will be leaner while also decentralizing the administration of
individual schools, putting decisions closer to students and families and improving outcomes.
Developing and relying on local leadership must also allow PRDE’s central administrative
structure to right-size to staffing levels comparable to state educational agencies (SEAs) in
comparable mainland U.S. states. Currently, the central administration is projected to have
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one staff per 133 students by FY2022; the median of U.S. states is a ratio of 1:166. A
decentralized model also decreases dependency on the secretary’s office for day-to-day
decision making, building capabilities of second-line management at the regional level. 83
Implementing the regional LEA model must involve allocating administrators more effectively
for decision-making. The model should decrease headcount requirements at the regional level
and central level; further, allocation of administrators in less costly regional centers (as
opposed to centrally) should enable cost savings on retained positions. Each regional office is
expected to have capable leadership and staff to execute core functions, including operations,
student services, accountability, and academic standards.

Investments in the children of Puerto Rico
The education of the children of Puerto Rico, and their successful entrance into the
workforce, is a core goal of PRDE. Investment in education has also been shown to drive
long-term economic growth – and in the case of Puerto Rico is projected to add 0.17%
increase in GNP growth by FY2049 and keep growing thereafter. As a result, it is
important that investments be made in three major areas:
1.

Teacher development and retention

2. Director salary increases
3. New educational materials such as textbooks

Teacher development and retention
Teachers are considered one of the most determinative factors in student success in the
classroom and standard of living beyond the classroom. For example, a 2011 National
Bureau of Economic Research study found that U.S. classes with an average-quality
teacher had a lifetime income of $266,000 higher than classes with a poor-quality teacher
in each year. Improved education through enhanced teacher quality is critical to the longterm success of the children of Puerto Rico and will help to lift a new generation of Puerto
Rican residents out of poverty. Recognizing this, PRDE has committed to transforming
system practices related to attracting, retaining, and developing teachers and
administrators:
1. Providing increased opportunities for and higher quality of training for
teachers (e.g., in-class; through leadership academies; STEM development through
collaboration with universities)
2. Creating opportunities for targeted skill development (e.g., instituting
mentorship programs to enable coaching by experienced and high-performing teachers
as a cost-neutral, and often high impact, initiative)
3. Investing in teacher salaries to improve competitiveness. As of FY2018,
teachers in Puerto Rico had not received a pay raise in nearly a decade, causing Puerto
Rico to lose out on opportunities to attract and retain talent. The Oversight Board
supported a $1,500 annual salary increase for all academic teachers in FY2019, and
proposes an additional $500 raise for all teachers, academic and non-academic, in
FY2020

83Oversight Board Listening Session, Secretary Julia Keleher, “On the Road to Transformation” November 30, 2017
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Investments in the children of Puerto Rico (continued)
Director salary increases
School directors are critical to achieving the goals of the 2019 Fiscal Plan. They can drive
the dual push for increasing quality of instruction while making more efficient use of
resources. They also ensure a successful transition for the students and staff who move
schools following a closure. Finally, as administration moves to a leaner model based on
regional LEAs, directors will be relied on to work closely with students and staff to drive
educational change. The October 2018 Fiscal Plan provided for a $5,000 raise for
directors for FY2019. In FY2020, the 2019 Fiscal Plan proposes a further raise of $500
per year for all directors.
New educational materials including new textbooks
Teachers are currently limited in their ability to provide the best educational
opportunities because of the limited resources available, including up-to-date textbooks.
Therefore, ~$70 per student (for FY2019-FY2021) has been invested in procuring new
textbooks, or $21-24 million each year as one-time costs.

12.5.3 Implementation of reforms
To achieve the 2019 Fiscal Plan’s savings projections, reforms within the Department of
Education must be implemented according to the schedule described in Exhibit 45.
To date, the Department has completed the closure of 255 schools, which has resulted in lower
utilities and other operating costs. However, many of these buildings have been left empty or
repurposed for administrative uses; as such, full savings per school closure have not been
captured. Based on data provided by the Department in April 2019, it was on track to meet its
student-teacher target ratio of 11.8 academic teachers to general education students for
FY2019. There are, however, no plans to reduce the need of administrative headcount due to
decentralization. Finally, there has been no implementation of procurement initiatives, as the
Department is relying on the central OCFO procurement transformation.
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EXHIBIT 45: DEPARTMENT OF EDUCATION GROUPING KEY IMPLEMENTATION MILESTONES
Areas of focus

Optimize studentteacher ratio

▪

Outline clear pathway to achieving 33% progress to desired student-teacher ratio by end of FY19 (school closures
and any other measures)

August 1, 2018

▪

Publish number of teachers reduced through school closures

September 1, 2018

▪

Outline further measures required to reduce teacher numbers

September 10, 2018

▪

Complete measures to achieve target of 14:1

End of SY22

▪

Close 283 total schools

End of SY18

▪

Develop transportation plan for relocated students

July 1, 2018

Ensure cancellation of auxiliary service contracts (i.e. food, maintenance) to capture savings and release non-teacher
headcount reductions

August 1, 2018

▪

Sell or reappropriate empty buildings

September 1, 2018

▪

Publish report on cost savings achieved through school closures (non-teacher personnel and auxiliary services)

November 1, 2018

▪

Publish plan for closure of further 24 schools

December 1, 2018

▪

Implement closures of 24 schools

July 1, 2019

▪

Review school requirements

Ongoing

▪

Established regional superintendencies

August 1, 2018

▪

Pass legislation to formalize new structure

October 1, 2018

▪

Merit-based Regional Leadership selection system in place

October 1, 2018

▪

Regional superintendancies established and staffed

October 30, 2018

▪

Publish plans for rightsizing the state educational agency (SEA)

October 30, 2018

▪

Implement rightsizing plans

December 31, 2018

▪

Review rightsizing plans

Ongoing

▪

Develop new centralized operating model for procurement

September 1, 2018

▪

Identify major contract targets for savings

September 1, 2018

▪

Release RFP for major services

October 1, 2018

▪

Capture savings

November 1, 2018

▪

Review procurement strategy

January 1, 2021

▪
Enact school
consolidations
and closures

Decentralize
institutions and
structure

Achieve
procurement
efficiency

Deadline

Action item

Department of Health (DOH)
12.6.1 Current state and future vision for the Department of Health
Currently, the Government has several health-related agencies that are highly fragmented:
three public corporations, three public hospitals, seven sub-secretaries, six regional offices,
and eight program offices administering 64 federally funded programs—all with their own
support functions. Such fragmentation drives up cost and inefficiency, as each agency provides
its own human capital management, procurement, and financial support. Citizen experience
and care delivery also suffer as Puerto Ricans face multiple handovers of individual cases
across frontline staff with fragmented focus.
In the future state, the Department of Health will involve consolidation of six of the healthcare
agencies with centralized support functions: The Department of Health (DOH); Medical
Services Administration (ASEM); Health Insurance Administration (ASES); Mental Health
and Addiction Services Administration; Puerto Rico and the Caribbean Cardiovascular Center
Corporation; and Center for Research, Education, and Medical Services for Diabetes (Exhibit
46). 84 This new DOH should enable efficiencies while maintaining high quality public health.
Consolidating these six agencies should provide opportunity for right-sizing support
functions, as well as centralizing procurement to provide savings on costly medical materials
and equipment.

84 University of Puerto Rico Comprehensive Cancer Center will likely remain separate but is maintained in the Health Grouping
given no formal legislation passed as of May 2019
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EXHIBIT 46: AGENCIES INCLUDED IN FUTURE STATE DEPARTMENT OF HEALTH GROUPING
1 Department of Health

5

Center for Research, Education and Medical Services for Diabetes

2 Health Insurance Administration (ASES)

6

Mental Health and Addiction Services Administration

3 Medical Services Administration (ASEM)

7

University of Puerto Rico Comprehensive Cancer Center1

4 Puerto Rico and the Caribbean Cardiovascular Center Corporation
1 Current consolidation plan may leave this agency as a separate entity

12.6.2 Efficiency measures for the Department of Health
By bringing together six agencies to create the Department of Health (DOH), the Government
must take advantage of personnel and non-personnel savings that can be achieved through
consolidation. DOH must achieve $73.9 million in personnel savings, $36.9 million in nonpersonnel savings, $8.9 million in compensation measures, and $2.3 million in utility savings
by FY2020. Exhibit 47 includes annual savings for the Health grouping that must be achieved
through FY2024, as well as the Cancer Center.
EXHIBIT 47: DEPARTMENT OF HEALTH MEASURES SUMMARY OF IMPACT
Summary of measures impact on health agencies, $M
Agency-specific personnel measures

Utilities measure

Agency-specific non-personnel measures

Incremental budgetary changes

Government-wide compensation measures (personnel)

Investments in the Cancer Center, the Cardiovascular Center,
and on suspending measures on nurses across agencies

200
66
150

2

9
100

4

14

52

5

19

52

98

97

86

7
24

7
24

56

57

57

37
54

50

5

14
33

1
74

88

95

101

102

-46

-51

-53

-55

-56

-42

-36

-37

-37

FY21

FY22

FY23

FY24

0
-50

-25

-100
FY19

FY20

a) Personnel efficiencies
Consolidation of administrative and support functions
Efficiencies can be found following the agency consolidation in administrative and support
areas, including Direction, General Administration, Auxiliary Services, IT, and a portion of
hospital administration. 35% savings in these areas are expected by the Fiscal Plan by 2021
when compared to their FY2018 baseline. For FY2020, the Fiscal Plan expects two thirds of
these savings to materialize, with the remainder achieved next year.
Efficiency and right-sizing of non-administrative health payroll
As population declines, spend on non-administrative payroll, such as that on allied health
professionals, is expected to decline. The 2019 Fiscal Plan also expect the departments to find
efficiencies after merging. The projection of these savings was developed jointly between the
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Oversight Board, the Government, and health agencies. Note that the rightsizing measures
have been updated to exempt funding for nurses from measures, as detailed in the following
section.
As of FY2018, Medicaid had 85 offices across 78 municipalities that can be consolidated into
fewer, more strategic locations. Reducing the Medicaid office and regional hospital office
structure will eliminate duplication of effort and redundancies—and allow the Department to
provide more robust services at convenient locations. In addition, ASES will redesign the
Medicaid eligibility and enrollment process (more web-based, MCO-dependent, hospital
responsibility, etc.) and encourage online services to improve data management. Best
practices from the mainland include engagement of third-parties within hospitals to identify
and enroll eligible patients into the Medicaid program.
b) Non-personnel efficiencies
Supply chain management
Due to the large volume of spending on procuring medical supplies and equipment, and the
high cost of such materials, there is a significant opportunity to improve procurement
efficiency through best practice supply and demand management, and better employing
economies of scale.
Hospital management transformation
In addition to other agencies’ non-payroll savings, hospital transformations will likewise seek
to improve procurement savings specifically for hospitals and health systems, by focusing on
commodity standardization and sourcing, indirect spending (analyzing insourcing vs.
outsourcing opportunities), and physician preference item optimization.
Holistic hospital transformation efforts should also reduce payroll spend through clinical
labor optimization, which is captured in the personnel measures. For example, wages should
be optimized to fair market value to reduce turnover and therefore temporary/overtime spend;
and role/responsibilities should be optimized to skill level and wage rate.
Restructuring ASEM and Revenue Cycle Management
ASEM is a public corporation originally created to serve as a central procurement office for
government hospitals to create economies of scale for medical supplies, devices, and services.
Throughout the years, rates, salaries, and services have increased at a higher rate than within
the broader industry, and procurement processes have decentralized across the hospitals
ASEM was created to serve.
The focus areas of this measure include: establishing a centralized Medical Center including
ASEM, University, Pediatric and Cardiovascular hospitals; identifying and establishing key
hospitals across the Island; designing and implementing a referral system among key hospitals
and clinics; and establishing a physician network. Improvements will be made to personnel,
process, and technology.
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Investments in better health outcomes on Island
Maintaining nurse staffing levels
The agencies in the Health grouping have drawn attention due to the difficulties of
providing an appropriate level of care in their facilities given pressures in nurse staffing.
As such, the 2019 Fiscal Plan includes $15+ million in funding beginning in FY2020 to
maintain current nurse staffing levels by reversing all potential reductions of nurses. This
investment amounts to $104 million over FY2020 to FY2024.
Cardiovascular Center and Comprehensive Cancer Center
The 2019 Fiscal Plan provides the Cardiovascular Center for Puerto Rico and the
Caribbean with $2 million for the purchase of medical products and materials, to be
covered with funds collected from higher Special Revenue Funds than expected. The
Oversight Board believes this to be evidence of increased provision of its services and
accepts the request. The Comprehensive Cancer Center is a new facility which promises
high quality integrated treatment for patients. An additional $25+ million in Special
Revenue Funds is included to allow them to move to full operationalization.
Mental Health and Addiction Services Administration (ASSMCA)
The 2019 Fiscal Plan invests $12 million over FY2020 and FY2021 ($6 million each year)
to enable the General Psychiatric Hospital to receive Medicare certification. The hospital
is currently not certified for Medicare because it does not comply with minimum staffing
and care levels. Additional funds should thus be used to increase care standards by
making physical repairs to the hospital and improving staffing levels.
Capital expenditures
The 2019 Fiscal Plan also provides $4 million in capital expenditures funding for the
healthcare agency grouping to cover medical and office equipment, as well as generator
purchases and emergency room improvements.

12.6.3 Implementation of reforms
To achieve the 2019 Fiscal Plan’s savings projections, reforms within the Department of
Health grouping must be implemented according to the schedule described in Exhibit 48.
To date, the Government is in the process of presenting a consolidation plan to the Legislature
for agencies in the Health grouping, which does not include the Cancer Center. The agencies
in the grouping have achieved some back-office payroll consolidation and savings from
reducing duplicative positions. These payroll reductions were achieved through use of the
Voluntary Transition Program and did not achieve the rate required by the 2019 Fiscal Plan
and reflected in certified budgets.
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EXHIBIT 48: DEPARTMENT OF HEALTH GROUPING KEY IMPLEMENTATION MILESTONES
Areas of focus
Consolidate
agencies

Rightsizing
personnel

Consolidate regional
Medicaid offices

Improve supply
chain management

Transform hospital
management

Redesign ASEM /
revenue cycle
management

Action item

▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪
▪

Deadline

Pass legislation of merging entities

January 1, 2019

Complete system integration between agencies

June 30, 2019

Monitor merger progress

Ongoing

Complete capacity analysis

September 1, 2018

Create new organizational plans

November 1, 2018

Create training program for employee transitions

January 1, 2018

Commence wave two of rightsizing

July 1, 2019

Assess rightsizing achievements and review strategy for date

July 1, 2021

Complete rightsizing

June 30, 2023

Identify branch inefficiencies and determine offices for closure, leaving centralized locations

November 1, 2018

Create plan for office closures

December 1, 2018

Implement closures

February 1, 2019

Monitor post-closure savings

Ongoing

Conduct thorough inventory of current procurement processes, suppliers, and process owners

October 1, 2018

Begin RFP process for vendors

November 1, 2018

Select vendor

December 1, 2018

Implement changes

February 1, 2019

Review current provider and issue new RFP

January 1, 2021

Launch new provider contract

July 1, 2021

Monitor savings

Ongoing

Identify opportunities for process standardization (procurement, outsourcing of tasks, technology integration)

October 1, 2018

Build plan including creating workflows and standard policies based on best practices by practice area

December 1, 2018

Redesign evaluation criteria based on best practices and outcomes

December 1, 2018

Review current operations and build new map strategy

January 1, 2022

Implement new system

June 30, 2022

Monitor savings

Ongoing

Launch RFP for external support

August 1, 2018

Sign contract with provider

September 1, 2018

Implement revenue cycle management

October 1, 2018

Review current provider performance and requirement

January 1, 2021

Launch new provider

June 30, 2021

Monitor savings and maintain provider relationship

Ongoing

Department of Public Safety (DPS)
12.7.1 Current state and future vision for DPS
The Department of Public Safety (DPS) is an agency grouping which was approved by Puerto
Rico’s Legislature in 2017 (Act 20) and includes eight agencies responsible for ensuring the
safety and security for all residents of the Island (Exhibit 49). The grouping includes
the following agencies:
EXHIBIT 49: LIST OF AGENCIES IN DEPARTMENT OF PUBLIC SAFETY GROUPING
1 Puerto Rico Police Department (PRPD)

5

9-1-1 Services Governing Board

2 Firefighters Corps

6

Institute of Forensic Sciences

3 Emergency Medical Services Corps

7

Special Investigation Unit

8

Department of Public Safety

4

Emergency Management and Disaster Administration Agency

The largest agency by spend and personnel is the Puerto Rico Police Bureau (PRPB,
representing ~85% of total DPS spend). As a result, most of the measures and investments
identified within the grouping apply to the Bureau. Based on recent reports, over 2,000 of the
13,000 sworn officers in the Police as of FY2018 are still fulfilling administrative roles. This
situation, accompanied by the heavy attrition of sworn officers, led to a 2013 consent decree
agreement with the U.S. Department of Justice on reform measures, which compelled the
PRPB to conduct a staffing allocation and resources study to assess the proper size of the police
force. Based on these findings, PRPB needs to rebalance the workforce and move sworn
officers to non-administrative roles to improve personnel resource allocation and maximize
public safety. As such, the 2019 Fiscal Plan reforms are crafted with that overall goal in mind,
and therefore includes measures to transition sworn officers to the field, add civilians to
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backfill administrative roles, and increase police salaries to bring to competitive levels as
compared to the mainland by FY2021.
For other DPS bureaus, the 2019 Fiscal Plan aims to drive savings through consolidation of
back office functions, while allocating funds for priorities such as: materials and equipment,
additional frontline personnel for the Institute of Forensic Sciences, and investments for
equipment and salary increases for the Firefighters Corps.

12.7.2 Efficiency measures for DPS
DPS must achieve $72.4 million in personnel savings, $19.1 million in non-personnel savings,
$1 million in utility savings and $27.6 million in compensation reductions in FY2020.
Additionally, investments of $93.3 million will be made across DPS agencies in FY2020. Refer
to Exhibit 50 for annual savings as well as investments, which must be achieved through
FY2024.
EXHIBIT 50: DEPARTMENT OF PUBLIC SAFETY MEASURES SUMMARY OF IMPACT
Summary of Department of Public Safety measures impact, $M
Agency-specific personnel measures

Utilities measure

Agency-specific non-personnel measures

Incremental budgetary changes

Government-wide compensation measures (personnel)

Investments in Police and firefighter salaries and other benefits

200
150

3
19

100
40
50
0

1

9

13
36
-19

2

29

63

73

83

83

85

-165

-165

-165

-167

-21
-43

-24
-23

-26
-12

-26
-12

FY21

FY22

FY23

FY24

72

-100

-24

3

31

62

39

-93

30

3

30

50

28

-50

2

-150
-200
FY19

FY20

a) PRPB personnel efficiencies

In order to enable more than 1,000 sworn officers to move to the field by FY2024 and to drive
efficiency across personnel operations, there are a number of initiatives PRPB should pursue.
Process improvements
PRPB should reduce administrative tasks and activities by leveraging modernization,
including digitization of incident reporting, automation of time and attendance systems, and
consolidation of statistical reporting. Furthermore, DPS will streamline vehicle maintenance
processes through superior scheduling and procurement protocols, which can reduce the need
for vehicle maintenance staff.
Station, unit, and division consolidation and eliminations
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PRPB should consolidate police stations, transit units, and specialized units to
reduce the amount of administrative personnel required (e.g., station desk officers, station
commanders and directors, stations auxiliary commanders and directors, and vehicle
managers). Simultaneously, PRPB should eliminate units and divisions which perform
duplicative services already provided by other agencies within the Government (e.g., the
Divers Unit, the Rescue Squad Division, and Mounted Divisions).
Civilianization of non-core tasks
PRPB should replace sworn officers currently performing civilian duties—such as mechanics,
radio operators, record and report keepers, area command statistics compilers, and
maintenance workers—with less expensive civilian personnel. In an FY2018 study on
PRPB’s workload and resource allocation, it was estimated that more than 2,000 sworn
officers were performing administrative functions—not providing safety and protection to
people in the streets and communities of Puerto Rico. These updated reforms will move more
than 1,000 sworn officers to non-administrative roles between FY2019 and FY2024 and
provide resources to hire an additional ~900 civilian personnel to perform the administrative
functions. The replacement rate is not 1:1 due to aforementioned process improvements that
will allow for workload efficiencies of administrative tasks.
Overtime efficiencies
PRPB spent approximately ~$50 million on overtime in FY2018 (excluding the emergency
overtime needs resulting from Hurricane Maria). This level of overtime is considerably higher
than overtime for comparable police forces in U.S. mainland states. For instance, Connecticut,
which has a similar population to Puerto Rico, had overtime spend of only ~$28 million on a
comparable basis in 2017. This gap comes even though Connecticut’s total police spend per
capita is ~$140 less than in Puerto Rico 85.
Through the levers identified in the above measures, in addition to general efficiencies in
scheduling and overtime management, PRPB can reduce paid overtime by 60%.
b) Other DPS agency personnel efficiencies
All other DPS agencies will achieve savings equal to the rate of expected attrition of ~3%
annually and a 50% reduction in transitory workers starting in FY2019; however, the
Firefighter Corps is excluded from transitory savings due to the goal of maintaining front-line
personnel levels to maximize public safety.
c) All DPS agency non-personnel efficiencies
All DPS agencies will achieve efficiency savings of 30% of total procurement spending by
FY2021. This will be done by consolidating purchasing for all DPS agencies to achieve
procurement efficiencies.

85 Connecticut Office of the State Comptroller; census data 2014; FBI Crime Justice Information Services
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Investments in public safety on the Island
Investments in Police compensation and equipment
Due to high attrition rates of sworn officers in Puerto Rico (potentially 6-8% in FY2019),
the 2019 Fiscal Plan invests resources to improve the competitiveness of salaries over two
years. This will represent a per officer salary (and required benefits) increase of ~$11,500
relative to FY2019 levels, which already included a $1,500 raise per sworn officer
instituted at the beginning of FY2019. There is also funding provided to increase life and
disability insurance to $250 per year per sworn officer starting in FY2020, to meet needs
voiced by sworn officers. Finally, Social Security contributions for all police will begin in
FY2020, and the 2019 Fiscal Plan will continue to cover payments to sworn officers for
past services of $122 million in FY2019, FY2020, and FY2021.
In addition to salary increases, ~200 cadets will need to be hired each year to offset some
of the 3% expected attrition and achieve the steady state target of ~11,700 sworn officers
in the field by FY2023.
The 2019 Fiscal Plan also includes $42 million in funding for capital expenditures to
purchase bullet proof vests, radios, and vehicles.
Investment in Firefighter salaries and equipment
Due to the importance of public safety in Puerto Rico, the Oversight Board will also
provide the additional funding required to increase firefighter salaries by $500 annually.
Additionally, $2.9 million will be provided to the Firefighter Corps to allow for the
purchase of equipment and materials, and $14 million in capital expenditures will be
provided to pay for fire pumps, vans and trucks.
Personnel and materials for Institute of Forensics
The 2019 Fiscal Plan provides funding of $4.6 million per year in to allow the Institute of
Forensics to add an additional ~90 positions needed to reduce a backlog of cases and
operate at a sustainable level in the future. Additionally, more than $760 thousand will
be provided for the purchase of laboratory chemicals and other materials.

12.7.3 Implementation of reforms
To achieve the 2019 Fiscal Plan’s savings projections, reforms within the Department of Public
Safety grouping must be implemented according to the schedule described in Exhibit 51. To
date, PRPB has instituted the 2019 budgeted salary increase, projects to achieve overtime
savings targets for FY2019, and achieved some savings from sworn officer reductions through
attrition and has delivered small progress on unit elimination. However, this has been
accompanied by mass attrition, encouraged through the Voluntary Transition Program, in
sworn officers. As such, the 2019 Fiscal Plan highlights the need to drive true process and back
office efficiencies, as relying on retirement incentive programs to reduce frontline officers has
the potential to negatively impact service levels. Other DPS agencies have achieved some
savings through normal personnel attrition and transitory worker reductions, but have not
started any consolidation efforts, which are crucial to FY2020 savings.
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EXHIBIT 51: DEPARTMENT OF PUBLIC SAFETY GROUPING KEY IMPLEMENTATION
MILESTONES
Areas of focus

Improve
processes

Civilianization of
non-core tasks
Consolidation/
elimination of
stations, units
and divisions

Overtime
efficiencies

Salary and
benefits
increases

Non-personnel
spend reduction

Action item

Deadline

▪

Publish plans for improving processes (including automation etc.)

September 1, 2018

▪

Implement plans for improving processes

December 1, 2018

▪

Evaluate process improvement strategy

June 30, 2020

▪

Identify and implement additional process improvement opportunities

Ongoing

Publish plan of sworn officer positions that can be replaced with civilian-like duties for staff
reduction/replacement with civilian counterparts

September 1, 2018

▪
▪

Evaluate civilianization and outsourcing strategy

June 30, 2020

▪

Publish plan to consolidate stations, units and divisions

August 31, 2018

▪

Implement plan

March 1, 2019

▪

Identify additional consolidation and elimination opportunities

Ongoing

▪

Publish plan to reduce overtime

August 31, 2018

▪

Implement plan

December 31, 2018

▪

Review and evaluate overtime reduction plan

January 1, 2020

▪

Identify officers eligible for a raise of $1,500 of annual salary

by FY 2019

▪

Institute $1,500 raise across all sworn officer positions within PRPD

by FY 2019

Institute additional raise for all sworn officer to close PPP-adjusted U.S. mainland salary gap of ~$11,000 and
provide additional $100 per year per officer for improved life and disability insurance

by FY 2021

▪

Institute $500 raise for all firefighters in the Puerto Rico Firefighter Corps

By FY2020

▪

Monitor retention rates and evaluate need for further raise

Ongoing

▪

Identify addressable non-personnel spend

September 1, 2018

▪

Reduce non-personnel spend by 1/3 of the total run-rate savings

by FY 2019

▪

Review procurement spend reduction strategy

January 1, 2021

▪

Reassess opportunities for procurement efficiencies

January 1, 2023

▪

Department of Corrections and Rehabilitation (DCR)
12.8.1 Current state and future vision for DCR
DCR manages the functions and policies of the Puerto Rican correctional system, including
penal institutions and rehabilitation facilities, for men, women, and juveniles. The
Correctional Health Department provides healthcare to the inmates under the jurisdiction of
DCR. Their combined FY2018 budgets were $419 million, and they had a total of 7,809
employees and 10,339 prisoners as of June 2018, leading to total spend of more than$40,000
per prisoner before measures. Both agencies are part of the DCR grouping (Exhibit 52).
EXHIBIT 52: LIST OF AGENCIES IN FUTURE STATE DEPARTMENT OF CORRECTIONS AND
REHABILITATION GROUPING

DCR’s combined number of employees is much higher than the relative number
of employees in peer prison systems within mainland U.S. states. While the reality
of an aging prison system dependent on outdated technology necessitates a relatively higher
number of employees, the actual number of employees is substantially higher than comparable
benchmarks; whereas DCR’s FY2018 FTE-to-inmate ratio was 0.76, the 50th percentile of U.S.
states has only 0.41 FTEs per inmate. 86 Additionally, Puerto Rico’s prisons are underutilized—
while most U.S. state prison systems are near 100% utilization, 87 Puerto Rican prison facilities

86NASBO, FBI, BJS databases
87Census data, 2014; Bureau of Justice Statistics, 2014
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were only 78% utilized as of FY2018 due to declines in the prison population over the past
decade that have not translated into reductions in government resources dedicated to prisons.
DCR must rightsize Puerto Rico’s correctional facilities and FTE footprint to reflect
changes in the prison population and by improving procurement effectiveness across all
categories.

12.8.2 Efficiency measures for DCR
DCR must achieve $55.0 million in personnel savings, $25.1 million in non-personnel savings,
$11.5 million in compensation reductions, and $2.2 million in utility savings in FY2020. Refer
to Exhibit 53 for annual savings that must be achieved through FY2024.
EXHIBIT 53: DEPARTMENT OF CORRECTIONS AND REHABILITATION MEASURES SUMMARY
OF IMPACT
Summary of Department of Corrections measures impact, $M
Agency-specific personnel measures

Utilities measure

Agency-specific non-personnel measures

Incremental budgetary changes

Government-wide compensation measures (personnel)

Investments

160
130

140

4
120

16
93

100

20

144
6

24

24

31

31

31

81

81

81

83

-1

-1

-1

-1

-1

FY20

FY21

FY22

FY23

FY24

25

60
40

142
6

30

2

12

80

136
5
20

44
1
9

8
55
26

0
-20
FY19

a) Personnel efficiencies through improved FTE-to-inmate ratio
To bring the system in line with the requirements of the population and to increase utilization
across all prisons, DCR should close approximately 9 prisons to reach an overall
system utilization of 93%, while still maintaining appropriate separation of different
inmate risk profiles and populations, including men, women, and juveniles.
Personnel savings could be captured by reducing DCR FTEs per inmate to reach
an adjusted U.S. median benchmark of 0.54 FTEs per inmate through attrition and active
workforce reductions. 88
Five prisons were slated for closure in FY2018, 89 and their prisoners have already been
relocated to other prisons. Two additional prisons are expected to be closed by the end of
88Census data, 2014; Bureau of Justice Statistics, 2014
89These are identified as prisons with prison populations of 0, based on latest data from DCR and Rehabilitation; they include:
Esc. Ind. Mujeres Vega Alta, Hogar Adaptación Soc. Vega Alta, Inst. Correccional Zarzal, Modular Detention Unit, and Vivienda
Alterna Anexo 246 Ponce
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FY2019, and two more in FY2020. Implementation costs that are accounted for in savings
calculations include transporting prisoners to other facilities, frictional costs of redundant
personnel across prisons and inmates, among other initiatives.
To further enable savings from consolidations and reduced FTEs, DCR may contemplate
initiatives to actively reduce prison population as appropriate, such as alternative custody,
diversion and/or credits for good behavior/program completion, programs to reduce
recidivism like in-prison drug rehabilitation, and increased training and occupational
programs.
b) Non-personnel efficiencies
Facility consolidations
Facility consolidations will also allow non-personnel savings through reduced
operational costs. Forty percent of non-personnel operating expenditures could
be captured for each closed facility by consolidating the physical footprint, winding
down contracts, and other levers, with the remaining operating expenditures transferred to
support population increases in other facilities. These savings account for the inability to
reduce certain fixed costs associated with the facilities.
Non-personnel optimization
In FY2018, DCR spent $73 million on procurement, costs that can be reduced through a
variety of means, including leveraging the Federal General Services Administration, utilizing
e-auctions, launching competitive Requests for Proposal (RFPs), centralizing purchasing to
the greatest extent possible, and outsourcing/contracting responsibilities. Using benchmark
savings percentages for major spend areas would result in ~$9 million potential savings
opportunity, excluding correctional healthcare.
For correctional healthcare, the Government spent more than$6,000 per inmate based
on the terms of its recent HMO contract. By comparison, the 50th percentile of U.S. states
spend $3,800 per inmate. 90 Bringing this per-inmate spend in line with the 50th percentile of
U.S. states would generate annual savings of $25.8 million by FY2024. 91 The Government can
unlock these savings by renegotiating existing contracts, launching competitive RFPs for other
correctional healthcare providers that will provide terms more in-line with mainland spending
practices, reconsidering level of service due to the currently declining prison population, and
strategically evaluating insourcing options.

12.8.3 Implementation of reforms
To achieve the 2019 Fiscal Plan’s savings projections, reforms within the Department of
Corrections and Rehabilitation grouping must be implemented according to the schedule
described in Exhibit 54.
DCR reforms have been slowed by the delay in developing and submitting a viable plan to
achieve savings through prison consolidation and/or externalization. Finally, there have been
no proposed redesigns within the Correctional Health Department.

90Source: Pew data 2011, normalized for GDP PPP and inflated to 2017 dollars based on CPI data (2011-2017 compounded
inflation rate of 10%)
91Pew data, 2011
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EXHIBIT 54: DEPARTMENT OF CORRECTIONS AND REHABILITATION GROUPING KEY
IMPLEMENTATION MILESTONES
Areas of focus

Consolidate
facilities

Rightsizing
personnel

Optimize
procurement
spend

Redesign
correctional
health program

Action item

Deadline

▪ Publish plans to consolidate prisons

August 1, 2018

▪ Close 5 prisons

September 1, 2018

▪ Implement plan to reuse or sale buildings

October 1, 2018

▪ Close further 2 prisons

February 1, 2018

▪ Implement plan to reuse or sell additional buildings

March 1, 2018

▪ Evaluate opportunities for additional closures

Ongoing

▪ Publish plans to reduce headcount across DCR system

August 1, 2018

▪ Commence stage one of rightsizing

September 1, 2018

▪ Implement further agency efficiency measures

July 1, 2019

▪ Complete agency efficiency measures

June 30, 2021

▪ Publish plans for consolidation of procurement spend

September 1, 2018

▪ Initiate RFPs as needed for vendors to improve quality and cost of services

September 15, 2018

▪ Select vendors and sign contract to address min. 20% of procurement costs

October 1, 2018

▪ Review procurement strategy

January 1, 2021

▪ Reassess opportunities for procurement efficiencies

January 1, 2023

▪ Launch RFP for correctional health services

October 1, 2018

▪ Appoint vendor for services

December 1, 2018

▪ Implement new contract

January 1, 2019

▪ Confirm strategy for any additional savings needed beyond those in contract

July 1, 2020

Hacienda / Office of the CFO (OCFO)
12.9.1 Current state and future vision for Hacienda / Office of the CFO
At the beginning of FY2018, the financial management functions—as well as basic
administrative functions—of the Government are spread across several entities; for instance,
the Office of Management and Budget is responsible for administering the Annual Budget of
Puerto Rico, the General Services Administration is responsible for procurement processes,
and ownership of other fiscal and payroll responsibilities are distributed across another four
agencies. This distribution has led to historical problems for the Government, as the number
of bank accounts, special revenue funds, and other untracked funding and expenditure
streams have proliferated. Indeed, the lack of one office that has authority over all revenues
and expenditures—and is also accountable for balancing the budget—has been a major
barrier for the Commonwealth’s ability to regain its fiscal sustainability and
publish accurate and timely financial reporting.
As discussed above, consistent with the Government’s proposal, the Commonwealth shall
consolidate all financial management, HR and procurement activities under the
OCFO. The OCFO will have authority and accountability over the following agencies, which
could be consolidated or eliminated (Exhibit 55):
EXHIBIT 55: LIST OF AGENCIES IN FUTURE STATE HACIENDA / OCFO GROUPING
1 Department of Treasury (Hacienda)

4

Treasury (internal entity)

2 Office of Management and Budget

5

General Services Administration

3 Office of Administration and Transformation of HR

6

Fiscal Agency and Financial Advisory Authority1

1 Current consolidation plan may leave agency as a separate entity

Expected roles and responsibilities of the new OCFO / Hacienda are detailed above. Below
represents the expected savings resulting from the consolidation of the agencies included in
this new organization.
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12.9.2 Efficiency measures for Hacienda / Office of the CFO
Hacienda / OCFO must achieve $15.5 million in personnel savings, $18.0 million in nonpersonnel savings, $3.8 million in compensation measures and $0.2 million in utility savings
by FY2020. Refer to Exhibit 56 for annual savings that must be achieved through FY2024.
EXHIBIT 56: HACIENDA/ OFFICE OF THE CFO MEASURES SUMMARY OF IMPACT

92

Summary of Hacienda / OCFO measures impact, $M
Agency-specific personnel measures

Utilities measure

Agency-specific non-personnel measures

Incremental budgetary changes

Government-wide compensation measures

80
70
31
5

60
50
19
4

40
30

10
0

1

8

1

9

23

24

24

25

27

28

29

29

-26

-26

-26

-27

FY21

FY22

FY23

FY24

15

20

20

0

7

36

36

33

3
8
9

18

-19

-10
-20
-30
FY19

FY20

a) Hacienda personnel and non-personnel efficiencies
Hacienda must attain an overall 15% net reduction in costs (approximately $33
million), which is 25% gross (approximately $55 million) in line with the level of cuts
seen in other Treasury Department transformations. For instance, a transformation within
Her Majesty’s Revenue and Customs agency in the UK successfully cut costs by 25% over a
five-year period through a series of management initiatives, including reducing IT costs,
increasing operational efficiency, reducing the real estate footprint, and overall process
improvement. 93 Many of initiatives that were employed by the HMRC could be leveraged by
Hacienda, including but not limited to:
■

Partnerships with private banks to reduce real estate and personnel footprint

■

Non-personnel spend (e.g., support service consolidation) and procurement optimization

■

Initiatives related to digitization and general process and efficiency improvements

While Hacienda must target gross reductions of 25%, 40% of these reductions should be
reinvested in compliance activities, providing the budget for hiring additional Hacienda
employees needed to implement new compliance activities, as well as for technology
investment.

92 Includes AAFAF and all agencies in Hacienda / OCFO grouping
93 National Audit Office, “Reducing Costs in HM Revenue & Customs,” 2011
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The total savings expectation of 15% is expected to be realized by FY2021. Two thirds of those
savings should be realized by FY2020.
Other OCFO personnel and non-personnel efficiencies
The Office of Management and Budget, Office of Administration and Transformation of
Human Resources, and the General Services Administration must achieve significant savings
as a result of consolidation under the OCFO umbrella. These agencies are expected to reduce
total payroll by 45% and non-payroll addressable expenses (i.e., procurement and a portion of
enrolled expenses) by 30% by FY2021. Two thirds of these savings should be achieved by
FY2020.

12.9.3 Implementation of reforms
To achieve the 2019 Fiscal Plan’s savings projections, reforms within the Hacienda / OCFO
grouping must be implemented according to the schedule described in Exhibit 57.
Implementation of measures is delayed for this grouping. Procurement initiatives are
delayed, and OCFO has not presented a consolidation plan or progress on consolidating
shared services.
EXHIBIT 57: HACIENDA / OCFO GROUPING KEY IMPLEMENTATION MILESTONES
Areas of focus
Consolidate
agencies

Transform
Hacienda
efficiencies

Reduce nonTreasury backoffice and nonpersonnel

Action item

Deadline

▪ Pass legislation of merging entities

September 1, 2018

▪ Finalize system mergers between entities

June 30, 2019

▪ Complete all process and organizational changes

June 30, 2020

▪ Identify major contract opportunities and estimate value

October 31, 2018

▪ Develop strategy for footprint consolidation and digitalization

November 1, 2018

▪ Start re-negotiations of target contracts

December 1, 2018

▪ Identify retail banking partners

December 31, 2018

▪ Roll out trial of consolidating services in bank real estate and start site closures

March 31, 2019

▪ Finalize plan for footprint reduction informed by pilot

June 30, 2019

▪ Review of procurement savings achieved and develop strategy for FY20

June 30, 2019

▪ Launch consolidation in all municipalities and finalize closures

June 30, 2021

▪ Assess impact of digitalization and footprint consolidation and identify future opportunities

Ongoing

▪ Complete capacity analysis for new merged entity

September 1, 2018

▪ Conduct scan of non-personnel spend and prioritize by major opportunities for savings

September 1, 2018

▪ Define plan to execute on priority opportunities

November 1, 2018

▪ Publish plan for new organizational structure with plans for reduction in personnel

November 1, 2018

▪ Review personnel rightsizing in light of above initiatives

June 30, 2019

▪ Complete personnel rightsizing to end state

June 30, 2021

▪ Reduce non-personnel spend by 30%

Ongoing

Department of Economic Development (DDEC)
12.10.1 Current state and future vision for the Department of Economic
Development
DDEC includes a consortium of agencies critical to incentivizing and managing the
economic recovery of Puerto Rico’s private sector. To promote growth, DDEC is
driven by a strategic economic plan to promote high-impact projects, reenergize existing
industries, and promote new strategic initiatives. In addition, DDEC manages a variety of
programs on the Island intended to promote Puerto Rican entrepreneurship, youth
employment, and other critical economic development functions. In the aftermath of
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Hurricane Irma and Maria, these programs will be crucial for the vitality of the Puerto Rican
economy through increasing participation in the job market and attracting new business to
the Island.
The agencies to be consolidated are as shown below (Exhibit 58).
EXHIBIT 58: LIST OF AGENCIES IN FUTURE STATE DEPARTMENT OF ECONOMIC
DEVELOPMENT GROUPING

The agencies within the grouping are responsible for a variety of efforts to maintain a robust
economic marketplace within Puerto Rico, including supervising public policy, creating and
retaining jobs, attracting capital investment, and promoting tourism. However, the diffusion
of these weighty responsibilities across so many agencies has led to an inconsistent
approach to overall economic development. For instance, as of April 2018, the
Government lacked a coherent development strategy between the existing incentives code and
the initiatives pursued by agencies within DDEC, and until recently there had been no single
entity solely responsible for incentivizing foreign direct investment in Puerto Rico.
Under the new grouping construct, each entity within DDEC grouping should have clearly
defined responsibilities and governance structures that limit costs moving forward
and prevent overlapping duties among agencies in the grouping (e.g., specific marketing /
promotion agency mission should be separate from the corporate development / retention
agency). DDEC should also be able to clearly distinguish its activities from those of Discover
Puerto Rico and Invest Puerto Rico. Finally, DDEC should be better able to coordinate its
efforts to spur economic development by providing clear goals and metrics for success.

12.10.2 Efficiency measures for DDEC
The following stipulations will govern the future state of DDEC:
DDEC must achieve $10.9 million in personnel savings, $17.6 million in non-personnel
savings, $4.4 million in compensation reduction savings, and $0.3 million in utility savings in
FY2020. Additionally, there will be investments of $20.6 million in FY2020 to allow for
increased spending on the promotion of tourism and economic development in Puerto Rico.
Refer to Exhibit 59 for annual personnel and non-personnel savings that must be achieved
through FY2024.
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EXHIBIT 59: DEPARTMENT OF ECONOMIC DEVELOPMENT MEASURES SUMMARY OF IMPACT
Summary of Department of Economic Development measures impact, $M
Agency-specific personnel measures

Utilities measure

Agency-specific non-personnel measures

Incremental budgetary changes

Government-wide compensation measures (personnel)

60
50
40

13

10
0

0

4

30
20

1

6

18
0
5

1

7

40

40

38

37

1

8

1

8

17

17

17

17

27

28

28

28

-13

-13

-14

-14

FY21

FY22

FY23

FY24

11
4

0
18

9

-10

-21

-20
-30
FY19

FY20

Personnel efficiencies
DDEC should reduce front-line personnel by 20% to ensure a streamlined, efficient
organization. A government analysis identified a redundancy in service of back-office
personnel across DDEC. 94 DDEC could consolidate back-office operations of the newlymerged agencies as detailed in Sections 12.2 and 12.3.
Non-personnel efficiencies
DDEC must pursue a variety of initiatives to reduce non-personnel spend, primarily
centered on procurement optimization and digitization of operations (e.g., digitizing the
permit application process), as detailed earlier in Chapter 12.

12.10.3 Implementation of reforms
To achieve the 2019 Fiscal Plan’s savings projections, reforms within the Department of
Economic Development grouping must be implemented according to the schedule described
in Exhibit 60. DDEC has consolidated 4 of 11 agencies into DDEC (including all legally
mandated agencies), and recently moved 4 entities to unified accounting and payroll system.
Procurement savings are larger than expected savings achieved by reducing rent. However,
personnel and compensation measures remain at risk based on budget to actuals reports.

94 DDEC analysis, 2018
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EXHIBIT 60: DEPARTMENT OF ECONOMIC DEVELOPMENT GROUPING KEY
IMPLEMENTATION MILESTONES
Areas of focus

Consolidate
agencies

Right-size the
number of
employees

Action item

Deadline

▪

Pass legislation of merging entities

September 1, 2018

▪

Finalize system mergers between entities

June 30, 2019

▪

Complete all process and organizational changes

June 30, 2020

▪

Complete capacity analysis for new merged entity

September 1, 2018

Publish plan for new organizational structure with plans for reduction in personnel – both front line
and back office

November 1, 2018

▪

Full implementation of agency efficiency plan

June 30, 2019

▪

Conduct scan of non-personnel spend and prioritize by major opportunities for savings

September 1, 2018

▪

Define plan to execute on priority opportunities

November 1, 2018

▪

Reduce non-personnel spend by 30%

Ongoing

▪

Optimize nonpersonnel spend

Legislative Assembly
As of FY2017, the size of the Puerto Rican Legislative Assembly was significantly larger than
comparable legislatures in U.S. mainland states, even when accounting for the demands of
full-time legislatures and excluding the money that the Legislature spends on supporting nonprofit organizations. Whereas Puerto Rico spent $34.16 per citizen on addressable legislature
expenditure, the weighted average expenditure per capita for U.S. mainland legislatures was
$13.11. Similarly, Puerto Rico has outsized spend on a percentage of GDP basis. Reductions to
the size and funding of the Legislature are necessary to bring it in line with benchmarks and
optimize government funds.
The Legislature must achieve $40.2 million in non-personnel savings and $0.2 million in
utility savings in FY2020. Refer to Exhibit 61 for annual savings that must be achieved
through FY2024.
EXHIBIT 61: LEGISLATIVE ASSEMBLY MEASURES SUMMARY OF IMPACT
Summary of Legislature measures impact, $M
Agency-specific personnel measures

Utilities measure

Agency-specific non-personnel measures
Government-wide compensation measures (personnel)

58

58

60
52

55
50
45

0

0

40

0

0

40

0

1

0

1

46

0

1

35
30
25

24
0
40

20

51

46

57

58

FY23

FY24

15
10

24

5
0
FY19

FY20

FY21

FY22
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General Court of Justice
The General Court of Justice, although to a lesser extent, was similarly over U.S.
mainland cost benchmarks in FY2018 (by ~35% when compared to the median cost
mainland full-time Judiciaries) and will therefore also experience agency efficiency measures
equivalent to a 10% reduction in their annual budget.
Courts must achieve $21.6 million in personnel savings, $10.6 million in non-personnel
savings and $0.6 million in utility savings in FY2020. Refer to Exhibit 62 for annual savings
that must be achieved through FY2024.
EXHIBIT 62: GENERAL COURT OF JUSTICE MEASURES SUMMARY OF IMPACT
Summary of General Court of Justice measures impact, $M
Agency-specific personnel measures

Utilities measure

Agency-specific non-personnel measures

Incremental budgetary changes

Government-wide compensation measures (personnel)

44
1

45
40
35

11
32

1

1

1

1

36

36

35

35

1

2

1

2

30
25

10

11

11

11

11

11

21

22

22

22

22

22

FY19

FY20

FY21

FY22

FY23

FY24

20
15
10
5
0

Elections Commission
On January 21, 2019, the Oversight Board sent the Governor and Legislature a
recommendation, pursuant to Section 205(a), that the Government adjust the operations of
the State Elections Commission to fluctuate with the electoral cycle and restructure its
organization to become more efficient. On April 22, 2019, the Governor responded to this
recommendation, pursuant to Section 205(b), agreeing that the State Elections Commission’s
operations must be restructured but declining to adopt the Oversight Board’s
recommendation.
The Oversight Board has reviewed and considered the Governor’s response, as well as relevant
data from similar agencies in states such as Maryland and Wisconsin, and has determined that
its original recommendation is an appropriate one. Accordingly, pursuant to Section
201(b)(1)(K), the Oversight Board adopts its original recommendation. The State Elections
Commission must achieve total savings of 32% of FY2018 expenditures by FY2021. This will
create $9.5 million in run-rate savings annually by FY2024.
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Transfer of ownership of WIPR
On January 11, 2019, the Oversight Board sent the Governor and Legislature a
recommendation, pursuant to Section 205(a), that the Government transfer ownership of the
Public Broadcasting Corporation to a private non-profit. On April 11, 2019, the Governor
responded to this recommendation, pursuant to Section 205(b), accepting in principle the
Oversight Board’s recommendation, expecting that it be implemented on or before June 30,
2020. Moreover, the Governor asserted that appropriations to the Public Broadcasting
Corporation should continue at a sustainable level after ownership has been transferred to a
private non-profit.
The Oversight Board has reviewed and considered the Governor’s response and has
determined that its original recommendation is an appropriate one. Accordingly, pursuant to
Section 201(b)(1)(K), the Oversight Board adopts its original recommendation. The Public
Broadcasting Corporation must be transferred from Government ownership by March 31,
2020. Therefore, the Public Broadcasting Corporation will be provided with funding to
operate through March 31, 2020. Moreover, the Public Broadcasting Corporation will not
receive any appropriations from the Commonwealth after March 31, 2020, when ownership
has been transferred to a private non-profit. This will create annual savings of ~$12.9 million
starting in FY2021.

Agencies that promote public integrity and transparency
There is wide agreement that to drive a successful fiscal transformation within the
Government of Puerto Rico, it will be important to promote public integrity and transparency
at every turn. Within the Government, several agencies are dedicated to maintaining oversight
and fiscal responsibility; namely, the Office of the Comptroller and the Office of Government
Ethics. In line with the priorities of the Governor, the functioning of these agencies is critical
to achieving the goals and ensuring the long-term sustainability of the 2019 Fiscal Plan.
Accordingly, the budgets for the Office of the Comptroller and the Office of Government Ethics
will not be affected by agency-specific rightsizing measures but must still achieve Christmas
bonus, uniform healthcare, and utilities savings.

All other agencies
Exhibit 63 shows the summary of the savings that each grouping must achieve for FY2019 to

FY2024.

To date, implementation progress and engagement has varied a across the smaller
Government agencies. Some agencies are developing meaningful tools and creative solutions
to achieve savings (e.g., the Department of Agriculture planning digital solutions to reduce
personnel or the Department of Environment’s green tourism initiative which could create job
opportunities and tax revenues) but many have not planned to implement these effectively
resulting in slow progress to reach their ambitious targets. Overall, the lack of consolidation
legislation is hampering agencies from achieving savings, despite efforts to reduce personnel
and non-personnel spend through diverse initiatives.
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EXHIBIT 63: PROPOSED SAVINGS TARGETS FOR OTHER AGENCY GROUPINGS
Savings targets 1, $M
Grouping

FY19
4.5

FY20
26.6

FY21
30.2

FY22
30.8

FY23
31.5

FY24
32.0

Automobile Accident Compensation Administration

6.2

15.3

18.9

19.8

20.8

21.1

Culture

2.4

5.3

5.8

6.1

6.5

6.5

9.0

-3.6

0.6

1.6

2.7

2.7

12.2

16.5

20.6

22.8

25.3

25.7

Agriculture

Environmental
Executive Office
Finance Commission

1.6

3.3

4.2

4.4

4.6

4.7

FOMB

5.3

11.0

11.0

11.1

11.2

11.4

Institute of Statistics

0.2

0.4

0.5

0.5

0.5

0.6

Justice

4.0

14.3

19.1

20.5

22.0

22.3

Labor2

6.3

12.6

18.2

19.5

21.0

21.3

Land

1.5

2.8

4.0

4.2

4.4

4.5

Ombudsman

0.9

1.6

2.4

2.6

2.8

2.8

Public Works

19.1

26.6

45.3

47.8

50.4

51.1

1.3

11.1

3.4

3.5

3.6

3.7

17.5

60.3

80.4

84.5

88.6

89.9

Families & Children

8.8

14.0

36.5

42.3

49.1

49.8

Housing2

6.9

26.0

24.4

27.1

29.9

30.3

Universities 2

0.8

1.6

1.9

2.1

2.3

2.3

Utilities Commission

0.8

2.3

2.2

2.4

2.5

2.6

11.6

24.7

43.7

45.8

47.9

48.6

Transparency & Control Entities

1.0

1.0

1.0

1.0

1.0

1.0

Closures

1.1

3.0

2.4

2.6

2.8

2.9

122.8

276.6

376.9

403.1

431.5

437.8

State
State Insurance Fund Corporation

Independent Agencies

Total

1 Savings include additional personnel savings achievable through compensation measures (payroll freeze, uniform healthcare, Christmas bonus) as well as power and water savings
2 Government plans as of May 2019 do not propose consolidating all agencies in these groupings, but savings targets will remain the same and as such are included here for presentation

Exhibit 64 details the implementation schedule for all other agencies within the Government
that must be followed to achieve the 2019 Fiscal Plan’s savings projections. To date,
implementation progress has been inconsistent across the Government.
EXHIBIT 64: ALL OTHER AGENCIES GROUPINGS KEY IMPLEMENTATION MILESTONES
Areas of focus

Consolidate
agencies

Rightsizing
personnel

Optimize nonpersonnel spend

Action item

Deadline

▪ Pass legislation of merging entities

September 1, 2018

▪ Finalize system mergers between entities

June 30, 2019

▪ Complete all process and organizational changes

June 30, 2020

▪ Complete capacity analysis for new state entity

September 1, 2018

▪ Publish plan for new organizational structure with plans for reduction in personnel

November 1, 2018

▪ Full implementation of agency efficiency plan

June 30, 2019

▪ Conduct scan of non-personnel spend and prioritize by major opportunities for savings

September 1, 2018

▪ Define plan to execute on priority opportunities

November 1, 2018

▪ Reduce non-personnel spend by Fiscal Plan targets

Ongoing

HEALTHCARE REFORM
Current State of Puerto Rico’s Medicaid program
Prior to Hurricane Maria, ~38% of Puerto Ricans received their health coverage through the
Commonwealth’s state-run Medicaid program; this was the highest share of Medicaid/CHIPfunded health insurance coverage in America, with the next highest state, West Virginia,
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covering only 29% of its population under Medicaid/CHIP health plans. 95 In addition to its
large coverage population, has Puerto Rico lagged mainland states in both health outcomes
and access. Puerto Ricans face higher rates of chronic conditions like hypertension (11.3%points higher than the U.S. mainland), diabetes (4.4%-points higher), and asthma (1.6%points higher). 96 Only 28% of the 62,000 Medicaid members with diabetes and 17% of the
132,000 Medicaid members with hypertension are in the respective disease management
programs. Puerto Rico also has higher premature birth and infant mortality rates, 97 and higher
rates of adults reporting fair or poor health. 98 At the same time, 72 of Puerto Rico’s 78
municipalities are deemed “medically underserved areas”, 99 with 500 doctors leaving per year
(pre-Maria). Puerto Rico has half the rate of specialists (e.g., emergency physicians,
neurosurgeons) as compared to the mainland in critical fields. 100
Puerto Rico’s Government-funded health plan, Vital, covers individuals through three primary
funding sources: Federally-matched Medicaid funds, the Children’s Health Insurance
Program (CHIP), and the Commonwealth’s self-funded insurance program for low-income
adults who do not qualify for federally-matched Medicaid. An additional ~8% of the Puerto
Rican population receives some benefits from the Government as part of the Platino program,
which supports Medicare Advantage recipients who also qualify for Medicaid (also known as
“dual-eligible”). Annually, these programs collectively cost ~$3 billion (as of FY2018), with
the Commonwealth projected to be responsible for the vast majority of costs due to caps on
federal matching (see Section 5.1.2 for more information on Medicaid federal funds).
Like the rest of the U.S., Puerto Rico faces real and growing challenges with rising healthcare
costs, with premiums growing significantly faster than inflation. Even with some cost
containment measures in place, per-member per-month (PMPM) disbursements rose 6.3%
from FY2017 to FY2018 and are projected to rise by nearly 32% from FY2018 to by FY2024
without deliberate measures from the Government to control per capita costs.
The Bipartisan Budget Act of 2018 (BBA 2018) has provided the Commonwealth temporary
relief from raising healthcare costs by expanding the amount of federal reimbursement over
the next 18 months. Starting in September 2019, however, the Commonwealth will hit a
“Medicaid cliff” whereby it will be responsible for multi-billion-dollar annual healthcare
expenditures unseen since the Affordable Care Act provided additional federal funding in
2011. It is crucial, therefore, that ASES take advantage of the additional runway provided by
the BBA funding to put in place reforms that reduce long-term health expenditure growth
rates.

Measures for healthcare reform
The goal of the Puerto Rican public health insurance system is to fund high-quality health care
services to all residents in need and, in doing so, cultivate a healthier population, especially as
it relates to lowering outsized rates of chronic conditions. To ensure the system can continue
to support the most vulnerable populations who rely on its services, Puerto Rico will need to

95 Kaiser Family Foundation, “Medicaid State Fact Sheets: Percent of People Covered by Medicaid/CHIP, 2015”
96 CDC (Centers for Disease Control and Prevention), “BRFSS Prevalence and Trends Data,” 2015-2016. Behavioral Risk Factor
Surveillance System
97 Puerto Rico infant mortality rate is 6.4 per 1000 (2016) vs. U.S. mainland 5.8 per 1000; premature birth rate is 11.8% vs. 9.6%
in U.S. mainland. “Puerto Rico,” World Factbook (Washington, DC: CIA)
98 35.4% of Puerto Ricans report fair or poor health, versus 17.9% U.S. average, and 19.3% in Florida and 22.0% in Mississippi
(two most comparable states). Table 3, Krista Perreira et al. Urban Institute. Jan 2017. “Environmental Scan of Puerto Rico’s
Health Care Infrastructure”
99 Areas with a shortage of personal health services, e.g., areas or populations that have too few primary care providers, high
infant mortality, high poverty, and/or high older adult population
100 U.S. Department of Health and Human Services, Office of the Assistant Secretary for Planning and Evaluation, “ASPE Issue
Brief: Evidence Indicates a Range of Challenges for Puerto Rico Health Care System” (Jan 12, 2017)
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improve the efficacy of its health insurance plan, specifically “bending the curve” on premium
inflation reflective of escalating costs for health care delivery on the Island.
The remainder of this section outlines several categories of actions the Government will take
to both to curb the growth rate in per capita health care expenditure as well as shift the health
system overall toward higher-value care. In all the below required measures, the plan seeks to
avoid reduction in service quality – and in many cases reforms are expected to improve service
quality – for beneficiaries. However, the 2019 Fiscal Plan does not preclude the possibility of
optional benefit reductions and cost-sharing should more value-based measures fail to achieve
the savings targets outlined here.
Reflective of reduced enrollments, post-hurricane implementation challenges (e.g., provider
shortages), and the importance of delivering quality care to the ~38% of Puerto Ricans who
rely on Vital for medical insurance, this 2019 Fiscal Plan reduces the total savings target across
FY2020-FY2024 by $1.4 billion and adjusts the ramp-up of expenditure reduction measures
to provide additional time for implementation. Total run-rate savings must reach ~$638
million by FY2024 (off the FY2024 baseline of approximately $3.3 billion). After FY2024, the
savings continue to increase as baseline expenditures increase (Exhibit 65), but absent further
action by future governments, the per capita cost of healthcare will grow with long-term
healthcare inflation rates, creating a significant deficit. The Government will still act urgently
to implement value-based reforms that deliver both improvements in health services and
savings to the Commonwealth, including building the infrastructure and data systems
required to execute more advanced payment reform models and quality monitoring across the
Island.
The measure savings in the 2019 Fiscal Plan are designed to lower premium expenditures
across the multiple public health programs on the Island (namely Medicaid and CHIP). Due
to the nature of the CHIP reimbursement program, the targets recognize that the federal
government will realize ~5% of premium expenditure savings at run-rate based on current
statute. In FY2020, the federal government will realize an even larger share of premium
savings given the continuance of BBA and ACA funding in the first half of the fiscal year. While
the Government must achieve all savings to curb long-term costs, the 2019 Fiscal Plan surplus
will only consider savings that accrue to the Commonwealth.
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EXHIBIT 65: HEALTHCARE REFORM SUMMARY OF IMPACT
Summary of Healthcare (Medicaid) reform impact, $M
Federal funds savings
Commonwealth savings

650

615
29

600

638
30

550
478
23

500
450
400
347
16

350
300
250

222

200
150

95
122

586

608

FY23

FY24

455
331

100
50
0

110

128

12
FY19

FY20

FY21

FY22

1 Includes MFCU and MMIS
2 Includes only premium-related expenditures for Medicaid, CHIP, and Platino costs

13.2.1 Implement a single region managed care model
ASES can reduce MCO administrative costs by switching from the current system of nine
regions, each with a single MCO provider, to a geographically unconstrained competitive
system with multiple MCOs serving the entire Island. This new single region MCO model,
Vital, should produce increased economies of scale for administrative operations and will
lower costs through greater competition and incentives to enforce efforts to lower the cost of
care. ASES has already been moving the MCOs towards improved Medical-Loss Ratios
(MLRs), constraining the share of their PMPM costs not used for medical services. In FY2019,
ASES implemented an MLR of 92% (8% cap on administration and profits).

13.2.2 Enrollment verification
In addition to overpayment for eligible beneficiaries, ASES faces a challenge in ensuring it is
serving the proper beneficiaries—and preventing those who are ineligible from receiving
benefits. Over-enrollment typically occurs when the system fails to catch residents who have
private insurance, are in the corrections system, have moved to other states, or are deceased.
Data system limitations (e.g., limited data sharing with other systems; manual dis-enrollment
after eligibility expiration) mean that it often takes years to dis-enroll ineligible members, and
many are never removed. Over-enrollment could be identified through coordination of
benefits, interagency data sharing, state-specific MOUs, and the national Public Assistance
Reporting Information System (PARIS) and T-MSIS Medicaid interstate match. 101

101 MACPAC, “Medicaid and CHIP in Puerto Rico,” report, February 2018
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13.2.3 Reduce fraud, waste, and abuse (FWA)
The U.S. Government Accountability Office found evidence that MCOs have not consistently
reported improper payments to providers billing to the system. Further, it found that many
MCOs face conflicts of interest in finding and eliminating fraud 102. Typical waste, fraud, and
abuse reduction programs in other state Medicaid programs and health insurers have been
able to achieve 1-3% cost savings. These savings have been reached through: pre-payment
review (e.g., reviewing claims before payment to identify outliers/issues); auditing and
enforcement units to investigate suspicious behavior; advanced analytics capabilities to review
many actions to identify inefficient or fraudulent activities in post-payment review, such as
identification of “impossibility” coding (e.g., billing for over 24 hours of service in one day); or
frequently repeated or high value procedures; and long term policy or organizational
transformation.
To combat FWA:
■

The Department of Justice will fully operationalize a Medicaid Fraud Control Unit
(MFCU)—which it has already launched—to identify and prosecute fraudulent charges

■

The Office of Medicaid will continue to deepen its capabilities and use of its newly
established Medicaid Management Information System (MMIS) to track utilization,
claims, and provide the data inputs for advanced analytics assessments to identify
inappropriate spending

■

Build new capabilities for using advanced analytics to obtain reimbursement for improper
payments and to identify and eliminate the systematic causes that enabled the problematic
activities in the first place

13.2.4 Implement a uniform fee schedule for providers
One way ASES has been able to put controls on spend growth is by working with MCOs to
implement a new fee schedule for providers. The updated schedule, which went into effect on
July 1, 2017, provided 70% of the Medicare reimbursement, a sharp reduction for some
specialty services on the Island (laboratory and radiology, in particular), as it reduced the
PMPM by an estimated $3.52 in FY2018. 103 During the period of BBA funding, this fee
schedule reduction was relaxed in response to a sharp increase in emigration of specialty
providers that was hindering delivery of necessary care. After the expiration of BBA in
September 2019, ASES will need to reinstate a fee schedule to manage costs associated with
specialty reimbursement.

13.2.5 Improve quality relative to cost
Pursuing value-based improvement initiatives with demonstrated success can help the
Commonwealth “bend the curve” on healthcare inflation without jeopardizing – and in fact
while improving –health outcomes across the system. Similar value-based programs have
been piloted in other states, and typically have saved between 2-10% of costs. In Puerto Rico,
value-based reforms may result in lower-than-average savings due to the breadth of other
simultaneous savings measures being implemented for Vital and unique post-Hurricane
challenges such as a potential increase in behavioral health needs. Nonetheless, these
structural changes to reimbursement and care delivery present the most viable path to longterm sustainability for the program. Examples of specific initiatives to be undertaken in this
measure include:

102 GAO “Medicaid and CHIP Increased Funding in U.S. Territories Merits Improved Program Integrity Efforts,” April 2016
103 FY2018 Milliman Actuarial Certification
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•

Improved coordination of care: New approaches that emphasize care coordination
and align incentives between patients, providers, and payors can produce
improvements in health outcomes while lowering costs. Given the preponderance of
chronic conditions and potential rising behavioral and mental health needs in the wake
of Hurricane Maria, 104 better access and coordination of mental health services will
become increasingly important. Care coordination models like patient centered
medical homes – which empower patients to work closely with a primary care provider
to manage treatment plans across multiple care providers – have been quite effective
at improving outcomes for members with chronic conditions. 105 ASES will serve as a
coordination point for care coordinating organizations throughout the community,
ranging from MCOs themselves to education and faith-based community
organizations.

•

Reduced Emergency Room (ER) visits: Prior to Hurricane Maria and the reforms,
Puerto Ricans utilized the ER three times as often as peers on the U.S. mainland, 106
with estimates as high as 90% of ER visits occurring for non-emergency care that could
be treated in lower cost settings. Successfully shifting unnecessary ER visits to lowercost settings, such as primary care offices or urgent care, could save tens of millions of
dollars annually. Vital could reduce ER utilization through several means, including
patient education, increased ER co-pays, or changes to reimbursement policies. 107

•

Reduced inpatient length of stay: Puerto Rico’s inpatient length of stay was 1.5 times
the U.S. average in 2014. 108 MCOs can incentivize reduced hospital readmissions and
length of stay through improved discharge planning and increased staffing to manage
weekend discharges. Some MCOs have already implemented such reforms in Puerto
Rico.

•

Adjusting MCO payment models: ASES will have to continue to mandate and
incentivize changes to MCO – provider payment models to promote greater
accountability and better align care delivery to outcomes amongst providers. Best
practice value-based payment models from other managed care settings include direct
pay-for-performance quality bonuses, providing fixed payments for a bundle of
services required to treat a specific condition, and providing special incentives to care
for members with high-cost needs, such as behavioral health.

13.2.6 Reduce pharmacy spend
Prescription drug coverage is the largest category of spend in the Commonwealth Medicaid
program, contributing nearly a third of the total cost in treating the average patient. 109 Nearly
half of this spend comes from specialty drugs.
Puerto Rico faces structurally higher prices than the mainland because, unlike U.S. states, it
cannot participate in the federal Medicaid Drug Rebate Program (MDRP) and may only seek
voluntary or supplemental rebates. That said, ASES can lower the cost of prescription drug
104 Thomas Huelskoetter, Center for American Progress, “Hurricane Katrina’s Health Care Legacy” (August 15, 2015)
105 Patient-Centered Primary Care Collaborative, “Benefits of Implementing the Primary Care Medical Home
A Review of Cost & Quality Results, 2012” (Sept 2012)
106 JEL Consulting analysis (Dec 30, 2106) of ASES data and Puerto Rico Community Survey, Public Use Microdata, 2014.
Estimates exclude Platino beneficiaries
107 See, e.g., Schwartz et al. Copayment levels and their influence on patient behavior in the emergency room utilization in an
HMO population. Journal of Managed Care Medicine. 2012; Wallace et al. How effective are copayments in reducing
expenditures for low-income adult Medicaid beneficiaries? experience from the Oregon health plan. Health Services Research
2008; Lesley et al. Reducing frequent visits to the emergency department: a systematic review of interventions. PLOS. 2015
108 As of 2014. JEL Consulting analysis (Dec 30, 2106) of ASES data and Puerto Rico Community Survey, Public Use Microdata,
2014. Estimates exclude Platino beneficiaries
109 Information obtained from Health Insurance Administration
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coverage by replacing higher cost drugs with cheaper, equally effective alternatives, driving
increased use of generics and imposing utilization controls. These initiatives resulted in
negotiated savings of $4.31 PMPM in Mi Salud’s (now Vital) FY2018 contracts. However, to
sustain these savings, MCOs must engage in ongoing monitoring and enforcement of policy
changes to further refine drug coverage lists and utilization management policies due to
changing prescription patterns.

13.2.7 Cost-sharing
As noted earlier, in the event that the above measures fail to achieve the required run-rate
savings target, additional measures will need to be implemented to hit expenditure reduction
targets. One of these measures is to impose cost sharing on specific services to disincentivize
high-cost, low-impact behavior, such as visiting an ER for non-emergency services or using
certain non-preferred drugs. Co-pays have been shown to reduce used of affected services, and
therefore should not apply to preventive care or other areas that reduce net health system
costs, such as family planning services. Any required co-pay shall be determined on a serviceby-service basis to selectively disincentivize high-cost, low-impact activities; further, co-pays
will be implemented progressively, scaled to member income while exempting those without
income and CHIP members.

13.2.8 Optional benefits
Medicaid requires all states to cover certain services, such as hospital stays, physician visits,
preventive health services, family planning, and pregnancy-related care. Other benefits are
considered optional, including: prescription drugs; physical, occupational, and speech
therapy; dental; podiatry; optometry and glasses; prosthetics; chiropractor services; private
duty nursing; hospice; and respiratory care services. Some of these optional benefits are
provided by every state (such as prescription drug coverage), while others are covered by fewer
than half of states. 4.1% of total FY2018 Mi Salud (now Vital) payments 110 are related to the
following categories of benefits coverage that at least one other state or territory does not cover
(Exhibit 66): 111

110 When adding back in the $0.59 PMPM attributable to CHIP coverage that would not be subject to reductions or cost sharing
111 Kaiser Family Foundation Medicaid Benefits Data Collection, Oct 1, 2012 data (latest available as of Nov 2017). 2 states do
not cover prosthetics, while every state covers durable medical equipment and supplies. 33 states do not cover private duty
nursing, while every state covers home health services. 20 states do not cover occupational therapy; data was not available
on outpatient PT/OT/ST specifically. Puerto Rico data from FY2018 Milliman Actuarial Certification
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EXHIBIT 66: OPTIONAL BENEFITS PROVIDED BY PUERTO RICO BUT NOT OTHER
STATES/TERRITORIES
FY18 PMPM, $

FY18 projected
cost, $M

States/territories not
covering, %

Dental

$4.38

65.5

7%

DME and supplies, prosthetics

$1.53

22.9

4%

Private duty nursing/home health

$0.99

14.8

59%

Professional – PT

$0.67

10.0

30%

Professional – Vision, hearing,
and speech exams

$0.45

6.7

29%

Benefits glasses/contacts

$0.14

2.0

18%

Outpatient facility – PT/OT/ST

$0.04

0.6

36%

Less CHIP portion of benefits1

$(0.59)

(10.9)

$7.61

112

Optional benefit type

Total
1 CHIP beneficiaries excluded from any potential benefit reduction

As a result, another second stop-gap measure could be to reduce Vital coverage for select
optional benefits, either by eliminating some optional benefits, imposing various levels of
cost-sharing for remaining benefits, or restricting access. Optional benefit coverage
reductions would affect Federally- and Commonwealth-eligible Vital members, but not CHIP
members.

13.2.9 Implementation plan and enforcement of healthcare reform
Exhibit 67 provides a summary of key activities, milestones and timeline for implementing
the required healthcare measures. To date, ASES has made progress on several of these
measures, including transitioning members to the new Vital program in November 2018. The
management care agreements under Vital, among other reforms, include new, payment-linked
quality thresholds. Puerto Rico has also been recognized by the Centers for Medicare &
Medicaid Services (CMS) for its progress in standing up its first Medicaid Fraud Control Unit
(MFCU), operating through the Department of Justice, and improving the capabilities of its
Medicaid Statistical Information System (MSIS). Still, even more effort will be required in the
coming months to put in place the infrastructure and capabilities required to achieve the
savings targets outlined in this Fiscal Plan.
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EXHIBIT 67: HEALTHCARE REFORM KEY IMPLEMENTATION MILESTONES
Areas of focus

Overall New
Healthcare
Model

Action item

Deadline

▪ Release RFP, publish data-book, hold conferences, and develop proposals for FY2019 MCO contract

December 31, 2017

▪ Receive proposals, negotiate rates, award and signed FY2019 MCO contract

June 30, 2018

▪ Receive adjudication of FY2019 MCO contract from CMS

October 31, 2018

▪ Implement FY2019 MCO contract

November 1, 2018

▪ Build out analytics and quality assessment tools

December 31, 2018

▪ Conduct first quarterly audit and review of FY2019 MCO contract

March 1, 2019

▪ Publish first HEDIS report

March 1, 2019

▪ Complete negotiation of rates and finalize amendments to the MCO contract for FY2020

August 15, 2019

▪ Conduct second quarterly audit and review of FY2019 MCO contract

May 1, 2019

▪ Receive approval of negotiated premiums and amendments to MCO contract for FY2020

Oct 15, 2019

▪ Achieve $222 in savings from new island-wide healthcare model

July 1, 2020

▪ Achieve $347 in savings from new island-wide healthcare model

July 1, 2021

▪ Achieve $478 in savings from new island-wide healthcare model
▪ Achieve $615 in savings from new island-wide healthcare model
▪ Establish a functional Medicaid Management Information System (MMIS) to track utilization, claims,
Other
Healthcare Cost
Savings
Initiatives

July 1, 2022
July 1, 2023
January 1, 2018

and provide the data inputs for advanced analytics assessments to identify inappropriate spending,
while also leveraging the national Public Assistance Reporting Information System (PARIS)

▪ Pass legislation to establish a Medicaid Fraud Control Unit (MFCU) under PR Department of Justice

June 30, 2018

to identify and prosecute fraudulent charges

▪ Receive certification of MFCU from HHS Secretary

September 30, 2018

▪ Fully operationalize MFCU

December 31, 2018

TAX COMPLIANCE AND FEES
ENHANCEMENT
Current state and future vision for tax environment
Puerto Rico's current tax system suffers from its structural complexity, instability, internal
inconsistency, inefficient administration and inadequate enforcement. This has fueled a
culture of tax evasion, promoted by a lack of adequate enforcement personnel, technology and
process. Top marginal tax rates are high relative to U.S. federal and state taxes. Much of the
Government's revenue is also overly concentrated in collections from a handful of multinational corporations. To compensate for this unevenness, the Government has issued an
assortment of credits, deductions, and incentives that add to the system's complexity and
further erode the tax base. Limited audit and enforcement in recent years has also resulted in
a lack of compliance amongst tax filers, who assess that the likelihood of punishment is low
and the ability to negotiate consensual settlement agreements if caught are high.
Due to its compliance and collections issues, the Commonwealth has not been
able to drive as many revenues from taxes as it should each year.
In response to these challenges, the government reports it has already started implementing
compliance-related changes within Hacienda. It is driving improvements in its culture and
organization to boost enforcement capabilities, streamlining the process of filing taxes and
reducing complexity in the system to lighten the burden of compliance on taxpayers. These
efforts have already resulted in some success: in 2012, SUT compliance stood at 56%, and by
2016 had improved by 12 percentage points, to 68% compliance. 112 Moving forward,
112Departamento de Hacienda, November 2016
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Commonwealth-commissioned tax reform report models estimate that Puerto Rico could
reach 75% sales tax compliance. 113

Administrative tax initiatives to increase revenue
collections
By driving administrative reform, the Commonwealth must increase revenues by $2.5 billion
over FY2019-2024, as shown below (Exhibit 68). To capture impact, measures must be
implemented in full by FY2019.
EXHIBIT 68: REVENUE MEASURES SUMMARY OF IMPACT
Summary of tax compliance and fees enhancement measures impact, $M

Improve compliance rate
Right-rate other taxes and fees
600
500

499

509

307

311

318

423

400

361

300

242

234
59

181

35

175

180

181

184

187

191

FY18

FY19

FY20

FY21

FY22

FY23

FY24

200
100

491

0

14.2.1 Improve compliance rate
Given the progress to date in improving compliance rates and the ongoing gap to reach
mainland performance, the Government must target a 5% net uplift in annual
revenues due to enhanced compliance by FY2022 across the major tax lines (personal
income tax, corporate income tax, and SUT) – inclusive of implementation costs. Such an
improvement would also be in line with improvements seen in other tax transformations. 114
Recent compliance efforts in the Commonwealth have largely focused on collections outreach
activities, obtaining one-time back taxes owed through a collections call center, flexible
payment plans, and a large corporate taxpayer-focused team (with a longer-term goal of
establishing a permanent separate unit). In the future, emphasis should shift towards
initiatives that promote a culture of compliance to boost voluntary payment. The goal
should be to reduce the cost of compliance while simultaneously raising the cost of noncompliance, through a combination of an increased likelihood of being caught while not paying
taxes owed and more effective and enforceable penalties. 115
■

Use new systems and processes to identify and remediate non-payment.
Hacienda will create a “premium return system” for individual and corporate taxpayers
that enables taxpayers to claim certain deductions and exemptions only if their return is
prepared by a certified public accountant following agreed upon procedures; the CPA’s

113The report did not address how long it would take to reach this end state. “Commonwealth of Puerto Rico Tax Reform
Assessment Project, Unified Tax Code of Puerto Rico: Tax Policy Implementation Options General Explanation of Principal
Options” KPMG (October 31, 2014)
114Analogous case studies include Panama, Jamaica, and Spain, which saw 1.0 to 2.5 percentage point increases in tax ratio
relative to GDP through comprehensive tax overhauls, which included compliance initiatives
115Xenia Velez presentation to the Oversight Board (Nov. 30, 2017), 3
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review and certification of the return and supporting documentation as compliant with
Puerto Rico’s tax laws would functionally serve as a “pre-audit,” reducing the likelihood of
tax evasion and the need for a fuller review by Hacienda.
■

Reduce the complexity of the tax system and process of filing taxes to make it
easier for individuals and businesses to pay their taxes correctly. Hacienda reports it plans
to introduce pre-filled tax returns and fully digitize the tax filing system onto the Internal
Revenue Unified System (SURI) platform that will enable easier filing, communication,
and levying of penalties for late payment or non-payment. It must also ease the process of
paying for licenses, stamps, and fees by shifting from a system of 64 agency payment
centers to instead partner with retail banks, enabling taxpayers to pay their fees at any of
200 private sector locations in various communities (and within four years, 1,000
locations).

■

Institute advanced analytics and broad-reach, low-touch correspondence
audits. Small and medium taxpayers account for a significant share of the unpaid and
underpaid taxes, but only a tiny fraction of these taxpayers receive full-scale audits due to
the significant time and cost investment needed. While a traditional IRS audit costs an
average of $2,278 per case, automated notices or letters can be executed for $52 to $274
per case. 116 Hacienda had begun a correspondence audit program prior to Hurricanes Irma
and Maria, receiving such a strong response to the first batch of 1,000 letters that it
overwhelmed the call center. This program helped contribute to $7.1 million of collections
outreach revenues in the first 2 months of FY2018 (against a $1.4 million target),117 with
half of those responding to the letters agreeing to pay the proposed penalty amount.118
Fully implementing data-driven tiered audits will enable Puerto Rico to reach a
significantly larger share of nonpayers.

■

Collecting SUT on Internet sales. Nationally, the percent of taxpayers voluntarily
reporting and paying sales and use taxes on their income tax forms ranges from 0.2% to
10.2%, 119 while nearly 80% of Americans shop online. 120 The mainland already permits
states to collected SUT on online sales; through legislation combining click-through nexus,
affiliate nexus, and economic nexus, as well as voluntary agreements with major online
retailers, the Government should be able to capture SUT on a much larger share of Internet
sales. 121 In fact, Hacienda has already announced an agreement with a large online retailer
to charge Puerto Rico sales tax on sales of goods.122 With Internet sales growing at ~15%
annually, Internet sales tax presents an even more important opportunity going forward.

Other best practices could be implemented as well. For example, Puerto Rico’s SUT requires
separate Commonwealth and municipal filings, but the filings could be consolidated and the
revenue forwarded from the Commonwealth to the municipalities to ease the compliance

116IRS Enforcement Results, TIGTA Filing Season Audit, IRS Taxpayer Advocate, Team Analysis, GAO
117Hacienda, Fiscal Reforms August 2017 reporting
118Conversation with Hacienda, Dec 13, 2017
119"Use Tax Collection on Income Tax Returns in Other States" Research Department of Minnesota House of Representatives,
April 2015. http://www.house.leg.state.mn.us/hrd/pubs/usetax.pdf
120 Tech Crunch, 2016
121Click Through refers to a nexus between an out of state seller and the state, which enables them jurisdiction to collect taxes,
created via an affiliate in the state that links to another "out-of-state" business via an affiliate program (i.e., they send sales
your way, you give them a small cut of the profits). Economic nexus refers to the dollar amount spent by a consumer at a
business, which provides sufficient local economic activity for the state to be able to collect taxes from that out-of-state seller.
Affiliate nexus refers to out-of-state sellers with ties to local sellers, such as through parent or subsidiary arrangements, or
local order fulfillment, which creates sufficient local ties to subject the out of state seller to local taxes. Voluntary agreements
occur when corporations agree through individual negotiations with states to collect and remit sales tax directly to the state
122 Caribbean Business, “Amazon to charge Puerto Rico sales tax”
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burden. 123 Similarly, multiple monthly SUT filings (up to 4 per month for importers) could be
collapsed into one-time filings. 124
The impact from these compliance related activities is projected to phase in over the course of
four years given the need for training and movement of workers into Hacienda through the
Single Employer Act (Law 8, 2017), establishment of new offices and processes, and gradual
shift in public perception and voluntary compliance as a result of enforcement activities.

14.2.2 Right-rate other taxes and fees
Prior to Hurricane Maria, the Government reports it had already developed a plan to rightrate the following taxes and fees. These original plans, as well as any adjustments mutually
agreed upon between the Government and the Oversight Board during implementation of the
March 2017 Fiscal Plan, have been largely included in this 2019 Fiscal Plan, except where
explicitly noted below. These plans should be implemented by FY2019.
Gaming tax. Legislation passed in 2017 that increased licenses and fees on mechanical and
electronic gaming machines to $3,000 from $100. This was originally estimated to generate
$~71 million in incremental revenues. 125 Part of this calculation involved assumptions of
improved enforcement improvements, as the Government has previously estimated it is losing
approximately $170 million per year due to illegal machines that are not paying licensing fees.
However, when factoring in the potential that a 2,900% increase in taxes on the machines
could decrease total revenues from gaming—a change from 2017 forecasting—run-rate
incremental revenue from the gaming tax has now been reduced to approximately $51 million
per year by FY2024.
Licenses and other fees. 2017 legislation enabled fee increases in miscellaneous categories.
Hacienda will determine which exact fees are to be increased to meet these minimum
thresholds, achieving an overall revenue increase of ~$64 million by FY2024. 126 Categories
are as follows: Charges for services; Fines; Insurance; Licenses; Permits; Rent; Royalties;
Stamps; Other.
Tobacco taxes. Legislation was passed in 2017 to increase specific tobacco taxes, including
taxes on cigarettes, cigars, rolling tobacco, cigarette paper and tubes, chewing tobacco, snuff,
electronic cigarettes, nicotine cartridges, and vaporizers. Accounting for one-time declines in
use due to price-related elasticities after the new fees went into place, 127 a ~$57 million per
year increase by FY2024 in revenues due to the new taxes is projected.
Medical marijuana tax. The Government has passed legislation to tax medical marijuana.
Based on an estimated 29,000 patients, the Government can be expected to collect
approximately ~$15 million per year in additional revenue by FY2024 through this
initiative. 128
Airbnb Tax. The Government has passed a law to apply a 7% hotel room tax to Airbnb
rentals, resulting in a projected ~$4 million of annual revenue increases by FY2024, based on
annualization of the actual Airbnb tax receipts from before the hurricane. 129

123Isabel Hernandez presentation to the Oversight Board (Nov 30, 2017), 13
124Ibid
125 Based on an assumption of 23,000 gaming machines on which Hacienda is able to collect fees (http://www.oslpr.org/20172020/leyes/pdf/ley-108-23-Ago-2017.pdf)
126 Assumes an 80% capture rate on the $73M potential to account for potential elasticities in demand based on fee increases
127Based on an 18% decline, per Hacienda (April 5, 2017 calculations)
128$15M projected receipts, minus $1.5M of dedicated revenues for the medical marijuana council established in 2017-Act 42
and controlled substances monitoring in 2017-Act 70
129Hacienda August 2017 Revenue Scorecard, submitted Sept 15, 2017
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Implementation and enforcement of revenue measures
The following implementation plan details the continuation of the Commonwealth’s efforts to
increase compliance and imposes further details on key milestones in the process to right-rate
taxes and fees (Exhibit 69). To date, Hacienda has made important foundational progress
toward deploying an integrated tax system, beginning with the collection of sales and use
taxes, with plans to expand to other tax types. Hacienda has also initiated new compliance
techniques to better leverage data and analytics, though much more can be done. On rightrating of taxes and fees, the progress has been mixed, with certain smaller revenue streams
such as collection of tax on AirBnB rentals meeting initial expectations, with others like
increases in tobacco taxes and gaming fees under-performing relative to expectations.
Hacienda should comprehensively assess progress against these categories of revenue
enhancement and develop action plans to mitigate future under-performance.
EXHIBIT 69: TAX COMPLIANCE AND FEES ENHANCEMENT KEY IMPLEMENTATION
MILESTONES
Areas of focus

Improve
Compliance in
Major Taxes
(SUT, CIT, PIT)

Action item

Deadline

▪

Finalize integrated plan for compliance improvement across major tax types, including expected value
from each

October 31, 2018

Develop resource and milestone plan to support activities identified in the compliance improvement
plan

November 30, 2018

Launch acquisition activities (personnel, IT, external support) as needed to drive progress against key
initiatives

November 1, 2018

Continue monitoring performance of internet sales tax

Ongoing

Initiate new gaming tax license collections and report on revenue yield

April 30, 2018

Initiate new licenses and fees collections and report on revenue yield

June 30, 2018

Apply local taxes to Airbnb rentals and report on revenue yield

March 31, 2019

Continue collecting taxes on medical marijuana and report on revenue yield

Ongoing

Continue collecting increased tobacco taxes and report on revenue yield

Ongoing

Evaluate performance of added tax types; measure collections and compliance

June 1, 2022

▪
▪
▪

Right-Rate
Taxes and Fees

▪
▪
▪
▪
▪
▪

14.3.1 Creation of a tax expenditure report and regular reporting
As part of implementation, the Government must regularly produce a tax expenditure report,
which will include a comprehensive list of revenue losses attributable to provisions of the
Puerto Rican tax code that deviate from the tax structures benchmark law. Having a clear and
accurate understanding of what the Government spends through tax expenditures is critical
to ensuring the expenditures are contributing to economic growth and opportunity. The first
draft of the tax expenditures budget must be provided to the Oversight Board by the end of
calendar year 2018.
The tax expenditure report must include the cost of each tax expenditure for the current year
and at least the prior two years. The report must also forecast the expected revenue collections
and losses for at least the next five years from the date the report is produced. The forecast of
revenue losses will include a comprehensive inventory of all tax credits, cash grants,
deductions, exemptions, preferential tax rate, tax liability deferral and any other tax incentives
where amounts allocated can materially impact the Commonwealth’s financials.
The forecast of revenues losses should be constructed with considerations for tax benefits that
are granted to large tax filers and corresponding impact on the Commonwealth’s fiscal health.
This report must include a year-end assessment of tax incentives granted to each intended
target and a trend analysis of tax revenue collections, measured against historical and
projected collections. The analysis will be used to forecast future tax expenditure budgets to
ensure tax initiatives are optimized for economic growth and benefits the Commonwealth as
a whole.
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14.3.2 Tax incentives code reform
The current tax incentives code structure has high fiscal costs – in excess of $400 million –
but does not provide enough visibility to allow for clear tracking of these tax concessions and
the returns they generate for the Puerto Rican economic growth. Past studies, based on limited
economic data available, have indicated that while some tax incentives led to positive returns
on investment, many others do not yield similar results.
The lack of transparency and high cost of these tax concessions warrant a reform in the tax
incentives code. In addition to public disclosure of the amount and type of tax incentives
awarded as part of the tax expenditure report, a value-for-money assessment for these tax
concessions needs to be conducted to increase the rate of return on investment to Puerto Rico.
Subsequently, based on the findings of this formalized assessment and explicit annual budget,
the Government should implement a reform on the existing tax incentives code, to better align
the tax concessions awards to the growth strategy of Puerto Rico.
14.3.3 Principle of Revenue Neutrality
Puerto Rico needs to drive toward more formality and increased compliance within the tax
base, but it cannot lose revenues in the process. Therefore, any tax reform or tax law initiatives
that the Government undertakes or pursues during a year within the 2019 Fiscal Plan period
must be revenue neutral, that is, all tax reductions must be accompanied by specific offsetting
revenue measures of a sufficient amount identified in the enabling legislation. Each tax
measure must also include confidence building elements, such as behavioral adjustments and
reasonable capture rates. To ensure revenue neutrality, the implementation of any tax law
initiatives must occur sequentially, with the Government ensuring that initiatives are paid for
before rates are reduced.
Enforcement mechanisms must be part of any tax initiative package to prevent a scenario
where tax reductions are not accompanied by sufficient offsetting revenue measures identified
in the enabling legislation.

REDUCTION IN APPROPRIATIONS TO
UPR AND MUNICIPALITIES
Current state and vision for Commonwealth
appropriations
The central Government provides a range of appropriations to three main groups of recipients:
The University of Puerto Rico, Puerto Rico’s 78 municipalities, and “other” recipients
(typically private industry or non-profit institutions).
Municipalities received $220 million in appropriations (exclusive of the one-time Municipal
Recovery Fund) from the Commonwealth in FY2018, but despite this aid they operated at
annual operating deficits of $260 million. 130 With more reductions on the horizon,
municipalities must undergo substantial operating model changes, or else risk increasing their
annual operating deficits substantially. In addition to reducing the appropriations to
municipalities to drive fiscal discipline, the Commonwealth can support consolidations of
municipal services to encourage efficiencies, such as through service provision collectives or
streamlining the legal framework to remove barriers to collaboration.

130 V2A November 2016
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Key initiatives to reduce appropriations
Reducing Commonwealth subsidies to municipalities and UPR will lead to run rate savings of
$499 million by FY2024 (Exhibit 70).
EXHIBIT 70: REDUCTION IN APPROPRIATIONS MEASURES SUMMARY OF IMPACT
Summary of appropriations measures impact, $M
Reduce UPR appropriations

Reduce municipality appropriations

499

500
451
427
400
360

279
251

300
245

Measures

275

228

200
157
115
220

100

71

176

176

FY22

FY23

132
88

0

44

FY18

FY19

0

FY20

FY21

FY24

15.2.1 Reduce UPR appropriations to levels in line with funding of other U.S. public
universities
In FY2018, UPR was 67% subsidized (~$678 million in annual appropriations) by state and
local funds, compared to an average 25% state-to-local subsidization for US public universities
nationally. 131 At that time, UPR’s undergraduate tuition was less than one-third of the US
average for public universities even after adjusting for per-capita income and consisted of 11
independent campuses with minimal shared services or administrative consolidation.
A reduction of the appropriation for UPR was determined in 2017 through a shared process
with the Government to identify reasonable, sustainable measures to bring UPR closer to US
mainland public university tuition and administrative cost benchmarks, while maintaining
(and in many cases improving) the performance of the system, which serves as a primary
economic growth engine of the Island.

15.2.2 Establish independent scholarship fund for UPR
The April 2018 Fiscal Plan created a means-based scholarship fund for UPR , which will
generate $39 million in investment funds in FY2020, and which will be used to help build up
an endowment to pay for need-based scholarships for UPR students. Specifically, the savings
will fund an independent endowment for needs-based scholarships for students at UPR, which
will be managed by Hacienda (OCFO).

131 UPR, IPEDs 2016, College Board
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15.2.3 Reduce municipal appropriations & support through service consolidation
and property registry / tax reform
To incentivize municipal operational changes, the Commonwealth must reduce the current
level of municipal appropriations. In FY2018, the total municipal appropriation was reduced
by $150 million, bringing the new baseline appropriations to ~$220 million per year. Going
forward from this current baseline, there must be a reduction in each successive year, holding
appropriations constant at roughly 45-50% of current levels starting in FY2022 before
ultimately phasing out all subsidies in FY2024.
The slow ramp in reductions will allow the remaining funds to be used to fund shared service
consolidations. Two levers in particular should enable municipalities to become solvent:
municipal service consolidations and institution of property tax reform.
Municipal service consolidations
Consolidating services across multiple municipalities can help reduce cost by leveraging scale,
especially in areas of services provided directly to residents, including public works and
infrastructure, public safety, family services, education, and housing. Prior to Hurricanes Irma
and Maria, Estudios Técnicos estimated that operating expenditure reduction measures, in
part from municipal service sharing, could result in a potential combined fiscal impact of
~$150-$450 million. 132
The Commonwealth should pursue several initiatives to incentivize and streamline
consolidation:
■

Offer financial incentives (e.g., remaining municipal subsidy) for municipalities who hit
targets

■

Provide transparency into service performance by creating performance metrics and
publishing the results, benchmarked against peer municipalities

■

Develop and operate service provision collectives

■

Streamline legal frameworks to remove any barriers to collaboration between
municipalities (e.g., liability issues); for example, the Government can pass legislation like
New Jersey’s 2007 Uniform Shared Services and Consolidation Act to formalize
accountability for pursuing shared services by placing the onus on local leadership 133

Property tax reform
In partnership with the Municipal Revenues Collection Center (CRIM), the municipalities
should identify and register tens of thousands of non-registered properties to begin collecting
tax on them, 134 and re-categorize misclassified properties (e.g., residential properties marked
as commercial). Additionally, CRIM can streamline collection activities and use proven
compliance practices, such as advanced analytics to identify non- or under-payment, to raise
payment rates. Based on implementation planning discussions in August 2017, CRIM
estimated these initiatives could produce: 135
■

$150 million of increased revenue from raising property tax compliance from 68% to 85%

■

$150-200 million from registering properties not on the rolls

132“Estudio para evaluar la estructura municipal de Puerto Rico”, Estudios Técnicos (2016)
133New Jersey Department of Community Affairs, Shared Services – Working

Together. April 2011
http://www.nj.gov/dca/divisions/dlgs/programs/shared_docs/sharedsvcsrefguide.pdf
134Many homes in Puerto Rico have not been registered with the Government, which has led to difficulties for thousands in
receiving assistance from FEMA’s Individual Housing Program. For example, as of mid-January 2018, 62% of the 1.1 million
applications for disaster assistance has been either rejected or were still “in-process”, often due to lacking registration and title
deeds (“Majority of Claimants in Puerto Rico Still Await Assistance from FEMA, Many Found ‘Ineligible’”, Caribbean Business)
135Meetings with CRIM leadership on July 19, 2017
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■

$500 million of capturable back property taxes owed (from $1.3 billion total owed)

■

Lastly there is an additional, not yet sized, opportunity from reclassifying commercial
properties incorrectly listed as residential and updating property valuations

PENSION REFORM
Current state of and required changes to pension reform
The Government operates three public employee retirement systems in Puerto Rico: the
Employees’ Retirement System (ERS), the Teachers’ Retirement System (TRS), and the
Judicial Retirement System (JRS). The plans have different tiers of benefit formulas, some of
which are traditional defined benefit pensions based upon years of service and final salary,
while others are hybrid cash balance plans. Under the hybrid cash balance plans, employees
have notional accounts credited with contributions and interest, and upon retirement, benefits
are payable as an annuity. Different benefit tiers apply to employees based upon the year in
which they were hired. Per the latest data available, each of the systems included the following
liabilities: 136
■

ERS: 242,000 total covered (119,000 active employees, 123,000 retirees and other
beneficiaries) 137; with $1.5 billion in annual benefits and $31 billion in total actuarial
liability

■

TRS: 77,000 total covered (33,000 active employees, 44,000 retirees and other
beneficiaries); with $0.7 billion in annual benefits and $17 billion in total actuarial liability

■

JRS: 878 total covered (364 active employees, 514 retirees and other beneficiaries); with
$25 million in annual benefits and $0.7 billion in total actuarial liability 138

All employees make contributions toward their benefits, albeit at different rates.
Most regular government employees also participate in Social Security, which includes both
employer and employee contributions; most teachers, judges, and police officers do not
(Exhibit 71).

136 All liability estimates are as of July 1, 2017, and benefit estimates are for FY2018, but based on census data as of July 1,
2016
137 Counts do not include participants who are terminated and owed a deferred vested benefit as this participant data is
unavailable. The liability for these participants is estimated via a load in the actuarial liability.
138 The total actuarial liability is approximately $622 million as described in the following: www.retiro.pr.gov/wpcontent/uploads/PRJRS_Val_June302017.pdf
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EXHIBIT 71: PUBLIC EMPLOYEE RETIREMENT SYSTEMS OVERVIEW

Over many decades, successive governments have failed to adequately fund these
retirement plans, and today the ERS, TRS and JRS are nearly insolvent. In fact,
PayGo expenditures to provide pension benefits are expected to constitute approximately 1/5
of General Fund expenditures without further action, as detailed below (Exhibit 72).
EXHIBIT 72: PAYGO EXPENDITURES COMPARED TO OVERALL GENERAL FUND
EXPENDITURES, PRE-MEASURES
X%

PayGo expenditures compared to overall General Fund expenditures, $M

PayGo as % of General
Fund expenditures

General Fund expenditures, including social programs (e.g., Medicaid)1
Total PayGo

12,000
11,000
10,000
9,000
8,000
7,000
6,000
5,000
4,000
3,000
2,000
1,000
0
FY18
21%

FY19
26%

FY20
25%

FY21

FY22

FY23

FY24

23%

22%

22%

21%

1 Includes only General Fund portion of Medicaid and social programs; excludes intergovernmental transfers
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These retirement plans have depleted the assets that were set aside to pay benefits. Further,
the employer contributions were not transferred as anticipated. Satisfying pension
commitments to current retirees and future retirees and their families is not only important
to these individuals but also important to Puerto Rico’s economy as retirees spend virtually all
their income on the Island. Action must be taken to identify a level of benefits that
Puerto Rico can afford and devise a plan for the Government to fund these
revised benefits.
The Commonwealth has already taken critical steps toward a more stable pension system
through legislation that passed from 2013 through 2017 which ceased accruals under the
unsustainable ERS and TRS defined benefit (DB) plans (though TRS reform was partially
overturned). In addition, the Commonwealth transitioned to a new “PayGo” pension system,
liquidated assets to help fund benefits owed, and has moved the assets of recently hired TRS
members into segregated accounts and is in the development stage of implementing true
defined contribution (DC) retirement plans. However, there is a need for further action to
ensure the long-term adequate funding of the pensions benefits; in addition, some of the
current commitments have not yet been fulfilled (e.g., the transition to the new defined
contribution system has not yet been completed).
Puerto Rico’s retirement systems must be further reformed to reduce costs and maintain
adequate funding for current and future retirees. The restructuring will have an average of
approximately $180 million annual impact through FY2023, once implemented. Reductions
to benefits must also be structured to protect lower-income retirees, who otherwise could
become impoverished and therefore be forced to rely upon government “safety net” benefits.
Pension reform will help restore both fiscal balance and a promise for current
and future retirees to safeguard their assets and their future pensions.

Proposed pension reform initiatives
Restructuring and adequately funding the pension system must lead to $694 million in savings
from FY2019 to FY2024, as shown below (Exhibit 73).
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EXHIBIT 73: PENSIONS REFORM SUMMARY OF IMPACT
Summary of pensions reform impact, $M
10% pension savings

Freeze on TRS / JRS

300
250

Social Security contributions

184
3

184
6

185
12

186
20

245

241

236

231

-63

-63

-63

-65

200
150
Measures

100
50
0

0

0
-46

-50

0

1

-45

-100

1,790

2,260

2,443

2,197

2,150

2,141

2,135

FY19

FY20

FY21

FY22

FY23

FY24

PayGo1

FY18
1 Post-measures

16.2.1 Freeze DB accumulation for JRS/TRS and enroll employees in a DC plan with
segregated accounts
TRS members hired prior to August 1, 2014 and JRS members hired prior to July 1, 2014 are
currently accruing benefits under their defined benefit retirement plans. ERS members have
already transitioned to hybrid cash balance plans (in 2000 and 2013), with a transition to DC
accounts targeted for July 2019. 139 To avoid creating future pension liabilities and to
adequately fund the pensions of both taxpayers and future retirees, the JRS and TRS plans’
benefit accrual must be frozen by January 1, 2020. Members will retain the benefits they have
accrued to date, subject to the benefit reduction formula discussed below. Future benefits must
be based on contributions and earnings in new defined contribution retirement accounts. This
will result in consistent treatment across ERS, TRS, and JRS, where all employees will
contribute to segregated DC accounts. Going forward, employees should have the certainty
that their contributions and investment returns will be safeguarded for the future through
managing their own segregated accounts.
Although in the early years the DB freeze savings are small ($1.3 million in FY2020), over time
the freeze should produce significant savings (almost $42 million in FY2026 and growing
further in later years to ~$300 million) which will play a significant role in restoring long-term
adequate funding. The freeze will be implemented through the Plan of Adjustment, and is
slated to take effect during FY2020 so that needed changes can be implemented.
The Fiscal Plan reflects freeze provisions comparable to the ERS freeze that was implemented
in 2013, with the following key aspects:

139Estimate provided by AAFAF in February 2018
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Individuals within 6 months of service as of the freeze of reaching 30-year enhanced
service benefits will be granted 6 months to grow into a modified enhanced 30-year
benefit. Otherwise:
o Individuals that have yet to vest in a benefit amount will be allowed the
opportunity to earn additional service towards vesting after the freeze; the
benefit upon vesting will be calculated based on service as of the freeze date,
with prorations of the full 10-year benefit based on years of service less than 10
years for judges with shorter tenures;
o Retirement eligibility will be delayed up to 3-years for those not yet eligible for
retirement as of the freeze date;
Future Cost of Living Adjustments (COLAs) will be eliminated;
Minimum benefits and bonuses will be eliminated for future retirements; The ability
to purchase additional years of service will be eliminated; and
Future terminations due to disability will be entitled to the same benefits as regular
terminations.

16.2.2 10% pension benefit reduction
Expenditures are being reduced throughout the Commonwealth’s budget and contractual debt
service remains unaffordable. Retirement plan participants, like other unsecured
claimholders, face a reduction in the amounts paid to them by the Commonwealth. A 10%
average reduction in pensions is appropriate and necessary. The goal is a balanced approach
to restore fiscal health to Puerto Rico while ensuring that cuts to retirement benefits occur in
a progressive manner that protects any retirees from falling into poverty. The level of cuts to
pension benefits is also in line with reductions in other government systems facing pension
funding crises. 140
Although the average benefit reduction will be 10%, there will be no reduction for those with
total retirement plan benefits (including assumed Social Security of $400 for non-police ERS
members for whom the employer pays Social Security taxes) below the poverty level of $1,000
per month. 141 This formula is equivalent to giving each beneficiary a reduction of 25% in the
monthly benefits they receive in excess of $600 or $1,000. 142 These dollar figures will be
adjusted in future years consistent with increases in the federal poverty threshold.
Under this approach, about 36% of retirees would receive no reduction in their
benefits and an additional 22% of retirees will experience a benefit reduction of
5% or less. Therefore, in total, approximately 80% of retirees will experience a benefit
reduction of 10% or less, and over 90% of retirees will experience a benefit reduction of 15%
or less. Very few retirees will have more than a 20% reduction, and none will have a reduction
of 25% or more. For 2019 Fiscal Plan entities only, the effect of the reform would
be 33% of retirees with no reduction, and 24% with <5% reduction (Exhibit 74).
This formula will also apply to benefits earned by current employees who have yet to retire.

140 For example, in Detroit and Rhode Island, pension cuts ranged from 0-30% across beneficiary categories
141 Actuarial calculation show that the following approach will result in reductions averaging 10%:

■Determine the average monthly pension by adding the regular monthly pension amount, the special law pension, the healthcare
bonus, and one-twelfth of the Christmas Bonus and Medicine Bonus;
■Reduce these monthly benefits by 25%; and
■Add back up to $150 per month ($250 per month for those who are not covered by Social Security) to reduce the effect of benefit
reductions for those with the lowest benefits
142 Reduction (not less than zero) = 25% x Benefit minus 25% x (1,000 if Police/TRS/JRS or $600 if ERS non-Police). For
example, if ERS benefit (in Social Security) is $2,000, then reduction = 25% x 2,000 – 25% x $600 = $500 - $150 = $350.
Actual Social Security benefits will not be considered. The calculation simply uses $600 for ERS members other than police
and $1,000 for all others.
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EXHIBIT 74: DISTRIBUTION OF BENEFIT REDUCTION
Distribution of benefit reduction for 2019 Fiscal Plan entities, % of retirees
15-20% cut 20-25% cut
6%
10-15% cut

1%

No cut

14%

33%

22%
5-10% cut
24%
Up to 5% cut

The 10% reduction shall take effect starting in FY2020 to have sufficient time to implement it
following the Plan’s enactment.
Because the poverty threshold is anticipated to increase faster than frozen pension benefits
and the size of the frozen benefits will decline as the number of years accrued before the freeze
decreases (when the youngest workers who still had DB plans begin to retire), the 10% target
overall savings rate will fall over time, eventually reaching less than 1% by about 2050.

16.2.3 Covering more government workers in Social Security
Currently, teachers, police officers, and judges do not participate in Social Security. They do
not pay into the program, nor does the Government make a Social Security contribution on
their behalf. Unlike other ERS members, teachers, police officers, and judges are entirely
reliant on their government pensions for income in retirement. This places them at risk when
government retirement plans are poorly funded.
These groups are exempt from Social Security because of the “Section 218” agreement between
the Commonwealth and the Social Security Administration, which stipulates that government
employees may be exempt from Social Security if they participate in a “comparable” retirement
plan such as one which includes total employee and employer contributions equal to at least
7.5% of employee wages.
Covering these workers under Social Security will provide them with diversified sources of
income in retirement, and Social Security’s progressive benefit formula will provide a stronger
safety net for lower-paid employees. Workers will typically earn greater retirement benefits
under Social Security based on a 6.2% employee contribution and a 6.2% employer
(government) match, than they would in a DC plan funded only with a 6.2% contribution. For
example, a typical full-career government employee retiring with a salary of $35,000 will be
entitled to a Social Security benefit of approximately $16,000, in addition to the benefit the
employee builds in their defined contribution retirement account.
Social security retirement benefits are only provided for those that have ten years of covered
earnings. Therefore, it would not be worthwhile for older workers who may not meet the tenyear threshold and do not have other employment in which they were covered by Social
Security to be covered under social security. For this reason, teachers and judges under the
age of 45 shall be covered under Social Security, while all police shall be covered under Social
Security. This can be accomplished without either an employee referendum or new federal
legislation by reducing pension contributions for teachers and judges under the age of 45 and
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all police to an amount lower than the 7.5% required by Section 218. This step will trigger
mandatory enrollment in Social Security. Concurrently, lowering the pension contribution for
younger workers will address the loss of take-home pay they would suffer by having to pay the
6.2% Social Security payroll tax.
The 2019 Fiscal Plan includes the enrollment of all police in Social Security beginning in July
1, 2019; however, this requires the Government to first timely implement certain changes to
police pension programs. The 2019 Fiscal Plan includes the enrollment of teachers and judges
under the age of 45 in Social Security as of January 1, 2020, coincident with the plan freeze.
At a further date, the Commonwealth may wish to take the necessary steps to provide the
option for teachers and judges over the age of 45 to be covered under social security. 143

Implementation and enforcement of pensions measures
Advance work will be necessary to prepare the systems for the JRS / TRS freeze and pensions
reductions, as well as ensuring communications with all Puerto Rican pension recipients
(Exhibit 75). The October 2018 Certified Fiscal Plan initially assumed an implementation date
of July 1, 2019. However, the 2019 Fiscal Plan reflects delays as a result of an updated
implementation timeline.
EXHIBIT 75: PENSIONS REFORM KEY IMPLEMENTATION MILESTONES
Areas of focus
Shift to Defined
Contribution
Accounts
Reduction in
Pension Benefits

Social Security

Action item

Deadline

▪

Transition hybrid accounts to segregated DC accounts

July 1, 2019

▪

Implement JRS / TRS freeze and transition to segregated DC accounts

January 1, 2020

▪

Implement 10% average pension reduction

July 1, 2020

▪

Pass legislation for enrollment of all police, including new hires, in Social Security

June 30, 2019

▪

Enroll all police, including all new hires, in Social Security

July 1, 2019

Pass legislation for enrollment of teachers and judges under 45, as well as all new hires, in Social
Security

September 30, 2019

Enroll teachers and judges under 45, as well as all new hires, in Social Security

January 1, 2020

▪
▪

ENSURING SUCCESSFUL
IMPLEMENTATION AND FISCAL CONTROLS
Historically, the Government has suffered from inconsistent execution due in part to not
having a defined, centralized project management structure. It has historically operated in
silos, suffered staffing and coordination challenges, and has been limited by weak controls and
outdated technology that prevents it from being able to report and keep track of expenditures.
To mitigate implementation risk and improve fiscal management, the Oversight Board expects
there to be a robust and well-resourced PMO structure, clear implementation plans with
milestones and key progress indicators, and regular reporting on fiscal measures and controls.
These functions will largely be the responsibility of the Office of the CFO.

143 This would require federal legislation, extensive communications, and a Section 218 divided vote referendum.
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Implementation architecture
Developing a centrally-run PMO is an important step toward ensuring the implementation
and tracking of the core operational transformation and agency efficiency measures that will
achieve savings targets under the 2019 Fiscal Plan. The OCFO is the central PMO with defined
reporting to the Governor of all economic and transformation measures. It is comprised of
senior leadership, oversees Agency PMOs, and reports directly to the Governor’s appointed
Fiscal Economic Working Group (FEWG). At the time of writing, the OCFO PMO and the
FEWG have already been established and are in the implementation phase.
Individual Agency PMOs should be established with direct reporting to the OCFO. Each
agency head shall be responsible for developing and implementing a PMO structure that best
fits their respective agency while still meeting their agency grouping savings targets. Through
this PMO structure, the Government is positioned to effectively manage and implement the
2019 Fiscal Plan. As such:
■

The Agency PMOs should be led by designated Agency Heads and report directly to the
OCFO

■

Agency PMOs should undertake the required work to implement initiatives

■

The daily activities of PMOs should be managed and undertaken by staff knowledgeable in
the relevant subject matter areas, and assigned members will meet regularly with PMO
leadership to report on progress and facilitate necessary decision-making

■

Agency PMOs shall be responsible for assembling a taskforce to: complete validation and
definition of full scope of projects and priorities; finalize reporting tools and tracking
responsibilities; and perform ongoing weekly tracking and reporting.

The PMOs should ensure continued implementation progress through robust tracking and
reporting tools that foster growth in transparency and ownership, including:
■

Project charters that establish the goals and structures of measures, identify risks and
obstacles, and establish metrics and KPIs

■

Implementation plans with detailed layouts of each activity required for accomplishing
sub-measures, risks / mitigants for each activity, clear leaders and owners for each activity,
and metrics and KPIs. These should include a “live” calendar of updates and status of each
measure. If an activity goes behind schedule, the workplan will reflect that the activity is
still in progress.

■

Implementation dashboard / tracker that provides a single snapshot of the entire
transformation plan; and allows management to know the status of each initiative in a
distinct status: Complete; In Progress; Delays; Major Issues. This tracker will allow the
Oversight Board to monitor progress and ensure enforcement of measures and reforms.

■

Sub-measure dashboards that provide “zoomed in” views of a specific sub-measure,
display progress with details / commentary on project status, include agreed upon
milestones / dates to track progress, and provide mitigation plans

■

Implementation monthly reports that provide a more detailed perspective on
progress including a number of key reporting elements: a) headcount by regular and
transitory with more details in specific agency cases, b) budget to actuals by cost category
and concept, c) milestones progress, d) KPIs/leading indicators, e) achieved savings to
date. These reports provide important codification of progress as well as context for
monthly meetings where agencies, OCFO and Oversight Board representatives can hold
meaningful discussions on progress, items at risk and ongoing mitigating activities
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Oversight Board and OCFO implementation collaboration
The Oversight Board has played and will play an active role in overseeing all aspects of the
2019 Fiscal Plan. OCFO must provide the Oversight Board and its staff the information needed
to effectively track status of key initiatives included in the 2019 Fiscal Plan, which is necessary
to measure overall progress against the fiscal and budget objectives outlined in the 2019 Fiscal
Plan.
For example, OCFO will provide Oversight Board staff with key management artifacts on a
timely basis, including:
•
•
•
•

Implementation plans submitted by individual PMOs
Progress reviews (including milestones and metrics) against key structural and
fiscal measures
Review of key implementation risks, including assessment of likelihood of realization,
potential impact, and potential mitigations
Monthly progress reports submitted by individual PMOs

Ensuring reporting on 2019 Fiscal Plan reforms
The fiscal and structural reforms described in the 2019 Fiscal Plan represent a
significant and transformative effort across the Government. As such, there are
strict reporting requirements needed to ensure savings and growth targets are being achieved
on time, and to identify any major risks to reform in order to course correct at an early stage.
To date, however, the Government has struggled with implementing reforms and
reporting on this implementation in timely manner. For example, the April 2018
Fiscal Plan required that implementation plans be submitted for all major reforms by June 30,
2018. The Government did not submit many implementation plans until September 2018 –
and took as long as April 2019 to submit some. Progress has as a result been inconsistent and
incomplete, and many agencies appear unprepared to meet FY2020 savings targets. While
some progress on measures has been made, many reforms are delayed or not occurring. In
cases where certain reforms will not occur, the Government must find these savings through
other means.
The Government shall produce monthly performance reports, which shall be
submitted to the Oversight Board on the 15th of each month, demonstrating the progress made
on all key reform areas. Agency efficiency savings that have been realized should be broken
down by grouping and agency across payroll and non-payroll savings (as well as on an object
level where needed) and display the performance of the realized agency efficiency savings for
each agency against the projections as set forth herein. Reporting shall also include detail on
use of funds for professional services, as well as within the “englobadas” cost concept, such
that these expenses can be appropriately managed. To date, only ~50% of agency groupings
have consistently provided implementation reporting. The Government must improve
reporting such that it and the Oversight Board can hold agencies accountable for achieving
savings.
If, after any fiscal quarter the projected agency efficiency savings for any grouping is not
realized, the shortfall from that fiscal quarter will be added to the agency efficiency savings
target for the corresponding grouping for the following quarter.
If, based on the quarterly performance reports and any other information the Oversight Board
deems appropriate, the Oversight Board concludes there is underperformance in agency
efficiency savings for any grouping, the Oversight Board will take measures to enforce
reductions in the amount of unrealized savings in the following fiscal quarter for the
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corresponding grouping, reserving all rights under PROMESA, including but not limited to
those under Section 201(e), Section 202(b), and Section 202(e), to do so.
As needed, the Oversight Board will hold public hearings to review implementation progress.

Ensuring fiscal controls and transparency
As part of the April 2018 Certified Fiscal Plan, the Oversight Board has required public
reporting of the Government’s data regarding finances and budget to improve fiscal
governance, accountability, and internal controls. Further, to ensure that there is transparency
into the Government’s progress toward meeting its savings targets, the Government is
expected to meet the following milestones. (Exhibit 76)
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EXHIBIT 76: FISCAL CONTROLS AND REPORTING KEY IMPLEMENTATION MILESTONES

I. Cash
Reporting

Reporting Requirement

Closing of the
1st Reporting Cadence for FOMB
Period
Reporting A

Cadence for Public
Reporting B

Reporting
Requirement
Source

A.

Treasury Single Account (TSA) Liquidity (Actuals vs. Liquidity Plan)

10/26/2018

Weekly; Monthly

Weekly; Monthly

Fiscal Plan

B.

Consolidated TSA including Agency Detail (Actuals vs. Liquidity Plan)

10/31/2018

Monthly

Monthly

Fiscal Plan

C.

Independentl y Forecasted Component Units (IFCUs) (Actuals vs. Liquidity Plan)

10/31/2018

Monthly

Monthly

Fiscal Plan

D.

Liquidity - Office of the Comptroller, Senate, House of Representatives,
OMBUDSMAN (Actuals vs. Liquidity Plan)

10/31/2018

Monthly

Monthly (beginning 11/30/18)

Fiscal Plan

E.

Summary of Bank Account for the Government of Puerto Rico and its Instrumentalities

10/31/2018

Monthly

Monthly

Fiscal Plan

A.

Monthly Budget to Actual Report - Including Revenues (including gross revenues, tax credits collected, and net
revenues) 1
1. General Fund

10/31/2018

Monthly

Monthly

Fiscal Plan

2. Non-General Fund Funds (including Special Revenue Funds) 2, 3

10/31/2018

Monthly

Monthly (beginning 1/31/19)

Fiscal Plan

3. Federal Funds4

10/31/2018

Monthly

Monthly (beginning 1/31/19)

Fiscal Plan

4. IFCUs

10/31/2018

Monthly

Monthly (beginning 1/31/19)

Fiscal Plan

5. Comptroller, Senate, House of Representatives , Judiciary, Civil Rights Commission, OMBUDSMAN

10/31/2018

Monthly

Monthly (beginning 11/30/18)

Fiscal Plan

Central Government Payroll and Headcount5

10/31/2018

Monthly

Monthly

Fiscal Plan

B.
II. Additional
Actuals
Reporting

IFCU Payroll and

10/31/2018

Monthly

Monthly

Fiscal Plan

D.

Central Government 3rd Party Accounts Payable

10/26/2018

Weekly; Monthly

Weekly; Monthly

Fiscal Plan

E.

Central Government Invoice Processing KPIs

10/31/2018

Monthly

Monthly (beginning 11/30/18)

Fiscal Plan
Fiscal Plan

Quarterly

Quarterly (beginning 1/31/19) C Fiscal Plan

2. New credits granted

10/31/2018

Monthly

Monthly (beginning 1/31/19)

3. Credits used (direct impact on collections)

12/31/2018

Monthly

Monthly

4. Tax Expenditure Report

12/31/2018

Yearly

Yearly

Fiscal Plan

C

C

Fiscal Plan
Fiscal Plan

12/31/2018

Monthly

Monthly

Fiscal Plan

H.

Quarterly budget to actual revenues, expenditures, and cash flows, together with a variance analysis, of the territorial
government during the preceding quarter

10/31/2018

Quarterly

Quarterly

Fiscal Plan

A.

Structural Reforms (4)
1. Labor Reform

10/31/2018

Monthly

Quarterly

Fiscal Plan

2. Ease of Doing Business Reform

10/31/2018

Monthly

Quarterly

Fiscal Plan

3. Energy Reform

10/31/2018

Monthly

Quarterly

Fiscal Plan

4. Infrastructure Reform

10/31/2018

Monthly

Quarterly

Fiscal Plan

1. Office of the Chief Financial Officer

10/31/2018

Monthly

Quarterly

Fiscal Plan

2. Revenue Measures

10/31/2018

Monthly

Quarterly

Fiscal Plan

3. Pension Reform

10/31/2018

Monthly

Quarterly

Fiscal Plan

4. Healthcare Reform

10/31/2018

Monthly

Quarterly

Fiscal Plan

1. Agriculture

10/31/2018

Monthly

Quarterly

Fiscal Plan

2. Corrections

10/31/2018

Monthly

Quarterly

Fiscal Plan

3. Culture

10/31/2018

Monthly

Quarterly

Fiscal Plan

4. Economic Development

10/31/2018

Monthly

Quarterly

Fiscal Plan

5. Environmental

10/31/2018

Monthly

Quarterly

Fiscal Plan

6. Executive Offices

10/31/2018

Monthly

Quarterly

Fiscal Plan

7. Finance Commission

10/31/2018

Monthly

Quarterly

Fiscal Plan

8. Office of the CFO

10/31/2018

Monthly

Quarterly

Fiscal Plan

9. Healthcare

10/31/2018

Monthly

Quarterly

Fiscal Plan

10. Justice

10/31/2018

Monthly

Quarterly

Fiscal Plan

11. Labor

10/31/2018

Monthly

Quarterly

Fiscal Plan

12. Land

10/31/2018

Monthly

Quarterly

Fiscal Plan

13. Ombudsman

10/31/2018

Monthly

Quarterly

Fiscal Plan

14. Public Safety

10/31/2018

Monthly

Quarterly

Fiscal Plan

15. Public Works

10/31/2018

Monthly

Quarterly

Fiscal Plan

16. Social Welfare

10/31/2018

Monthly

Quarterly

Fiscal Plan

17. State

10/31/2018

Monthly

Quarterly

Fiscal Plan

18. Universities

10/31/2018

Monthly

Quarterly

Fiscal Plan

19. Utilities Commission

10/31/2018

Monthly

Quarterly

Fiscal Plan

20. Independent Agencies

III. Measures
and Reforms
Reporting
(Progress
Reports) 6, 7

VII. Certifications and
Others

12/31/2018

OATRH Attendance for the Preceding 4-Week Period

C.

VI. PayGo
Receivables
and Contributions
Reporting

Tax Credits
1. Liability

G.

B.

V. Recovery
Funding
Reporting

Headcount5

C.

F.

IV. Macroeconomic
Indicators

Judiciary Branch, Civil Rights Commission,

Fiscal Measures (4)

Agency Efficiencies

10/31/2018

Monthly

Quarterly

Fiscal Plan

Macroeconomic Indicators

12/31/2018

Quarterly

Quarterly

Fiscal Plan

A.

Uses/Disbursement Related to Hurricane Assistance (PWs)

10/31/2018

Monthly

n/a

Fiscal Plan

B.

Department of Housing

10/31/2018

Monthly

n/a

Fiscal Plan

C.

Highways and Transportation Authority

10/31/2018

Monthly

n/a

Fiscal Plan

D.

TSA Vendor Disbursements

10/31/2018

Monthly

n/a

Fiscal Plan

PayGo Receivables and Contributions Reporting

10/31/2018

Monthly

Monthly

Fiscal Plan

A.

Quarterly revenue forecast update

10/31/2018

45 days after end of
every quarter

n/a

Budget

B.

Certify that no appropriation of any previous fiscal year (except for appropriations covered by the exceptions authorized
in the budget) has been used to cover any expense during the prior fiscal quarter

12/31/2018

15 days after end of
every quarter

n/a

Budget

C.

Certify that no amount of the (i) Social Security Reserve or (ii) Emergency Reserve has been used to cover any
expenses during the prior fiscal quarter

12/31/2018

15 days after end of
every quarter

n/a

Budget

D.

Payroll transfers per Law 8-2017

12/31/2018

Monthly

n/a

Fiscal Plan

E.

Signed legislation Compliance Certificates

n/a

7 days after a bill is
sig-ned by the
Governor

n/a

PROMESA

F.

Sabana file submission

n/a

n/a

n/a

Budget

G.

Quarterly budget submission

n/a

n/a

n/a

Budget

1 Revenues must include gross revenues received, less tax refunds; SRF revenues must be included.
2 The following fund types are including in non-GF reporting: (1) FEE (Fondos Especial`es Estatales or Special State Funds) – This fund type should only include revenue designated by specific laws; (2) OI (Otros Ingresos or Other
Income) - This fund type should only include non-recurring revenue with specific expenses tied to it. No recurring income should be included or recognized under this fund type OI; and (3) IP (Ingresos Propios or Own Income) - This
fund type should only include revenue generated by the agencies or public corporation through their services.
3 The monthly deliverable must include: (1) All revenues and expenses for the current FY; (2) The cash balance for each fund type as of the beginning of the Fiscal Year; (3) The new cash earned during the current fiscal year; and (4) the
net cash balance.
4 The monthly deliverable must include a list of all Awards by Agency; additionally, next to each Award please include: (1) Date Award was granted; (2) Date Award expires/renews; (3) Total Award amount (split into payroll/nonpersonnel); (4) Total Award expenses from prior fiscal years (split into payroll/non-personnel); (5) Total Award expenses for the current fiscal year (split into payroll/non-personnel); and (6) Total remaining Award amount (split into
payroll/non-pers onnel).
5 The report must include (1) the fund type; (2) overtime amounts; and (3) the breakdown of benefits.
6 Implementati on plans must be provided for each agency under each agency grouping; the full list of the agencies is included in the Appendix of the Fiscal Plan.
7 Reporting must include:
(a) Monthly monitoring by each government agency of key performance indicators for each of the fiscal reform measures.
(b) Monthly self reported realized savings achieved year to date by agency and agency groupings.
(c) Implementati on dashboard / tracker that provides status of each initiative in a distinct status.
(d) Sub-measures dashboard.
A Unless otherwise specified, monthly reporting to the Oversight Board must be received 15 days after the end of a reporting period.
B Unless otherwise specified, public reporting must be published 30 days after the end of a reporting period.
C Report shall be structured in a way that allows for the confidentiality of the agreements to be maintained, but the overall (summarized) numbers and trends to be available to the public.
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In addition to meeting the above milestones, the Government must proceed according to the
following budgetary requirements:
■

The Department of the Treasury will remit to the Legislative Branch and its components,
to the Judiciary, to the University of Puerto Rico, and to the non-profit entities that receive
funds from the General Fund, monthly and in advance, the budgetary allotments
corresponding to one twelfth of the annual allocation provided in the budget resolution for
each entity. Such one-twelfth monthly allocation to each entity (except with respect to the
Judiciary) shall be subject to the two and half percent (2.5%) withholding during the first
three quarters of each fiscal year.

■

The Director of OMB may authorize the encumbrance and disbursement of up to ninetyseven and a half percent (97.5%) of each appropriation during the first three quarters of a
fiscal year. The Department of Public Safety, the Health grouping and Paygo shall be
excluded from this requirement. The Director of OMB shall withhold the remaining two
and a half percent (2.5%) of each appropriation until after the end of the third quarter of
a fiscal year. Such withheld percentage of each appropriation shall only be encumbered
and disbursed during the fourth quarter of the fiscal year if the first 8 months of actual
revenues reported to the Oversight Board reach the Government’s monthly revenue
projections for that period and subject to the prior approval of the Director of OMB. If
actual revenues for the first 8 months of the fiscal year fail to reach the Government’s
monthly revenue projections for that period, the amount of the withheld percentage of
each appropriation that may be encumbered and disbursed shall be reduced
proportionally according to the negative budget variance between projected and actual
revenues.

■

No later than 45 days after the closing of each quarter of a fiscal year, the Secretary of
Treasury shall revise the projected net revenues of the General Fund for the current fiscal
year (the “Quarterly Revision”) and notify the revision to the Director of the OMB, the
Governor and the Oversight Board. The Quarterly Revision shall project future revenues
based on actual revenues, and include revisions to the assumptions used to generate the
General Fund’s net revenue projections.

■

All appropriations authorized in any prior fiscal year, including appropriations without a
specific fiscal year, are eliminated and no disbursement of public funds may be covered by
such appropriations, except: (1) appropriations without a specific fiscal year to carry out
permanent improvements that have been accounted for and kept on the books; (2) the
portion of the appropriations authorized for a specific fiscal year that have been
encumbered on or before June 30 of such fiscal year, which shall be kept in the books for
60 days after the termination of that fiscal year and after those 60 days no amount shall
be drawn against such portion for any reason; (3) the unused amount of the $130 million
emergency reserve appropriation required by the Fiscal Plan; (4) the unused amount of
the FY2019 $190 million Public Assistance Federal Fund Matching appropriation and any
such appropriations starting with the FY2020 budget; and (5) the FY2019 unused amount
of the $35 million UPR Scholarships Fund appropriation held under the custody of the
Department of Treasury. In addition, this restriction on the use of appropriations of prior
fiscal years shall not apply to: (1) programs financed in whole or in part with federal funds;
or (2) orders by the United States district court with jurisdiction over all matters under
Title III of PROMESA.

■

Any power of OMB, AAFAF, or the Department of the Treasury, including the authorities
granted under Act 230-1974, as amended, known as the "Puerto Rico Government
Accounting Act" (“Act 230”), to authorize the reprogramming or extension of
appropriations of prior fiscal years is hereby suspended. Notwithstanding this section, the
appropriations approved in the budget certified by the Oversight Board may be modified
or reprogrammed with the approval of the Oversight Board.
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■

The Executive Director of AAFAF and the Director of the OMB will certify to the Oversight
Board by September 30 of each fiscal year that no appropriation of any previous fiscal year
(except for appropriations covered by the exceptions authorized in the fiscal plan or
budget) has been used to cover any expense.

■

The emergency reserve and the unallocated capital expenditures under the custody of
OMB required by the 2019 Fiscal Plan may not be used to cover any allocation or expense
whatsoever without the approval of the Oversight Board.

■

Any expenditure funded from a special revenue fund (“SRF”) cannot exceed the lower of
(1) the amount included in the certified budget for such concept of expenditure by the
corresponding government entity (2) the amount actually collected and available in the
corresponding SRF.

■

In conjunction with the reports that the Governor must submit to the Oversight Board not
later than 15 days after the last day of each quarter of the fiscal year according to Section
203 of PROMESA, the Executive Director of AAFAF and the Director of OMB will certify
to the Oversight Board that no amount of the (i) Emergency Reserve and (ii) the
unallocated capital expenditures under the custody of OMB has been used unless the
corresponding conditions described in above have been satisfied.

■

As a rule, necessary for the responsible disbursement of budgetary allocations for
operating and other expenses, OMB shall withhold from any of the allocations to the
agencies of the Executive Branch the amounts necessary to pay for the pay-go contribution,
unemployment insurance, or taxes withheld from their employees, when OMB determines
that such a withholding is necessary to ensure compliance with these obligations by the
agencies concerned. Any such amounts withheld by OMB shall solely be reprogrammed to
pay the corresponding outstanding obligations related to PayGo contributions,
unemployment insurance, or taxes withheld from employees.

■

The Office of Management and Budget and the Department of the Treasury are authorized
to establish the necessary mechanisms to ensure that when implementing the concept of
mobility, pursuant to the provisions of Law 8-2017, as amended, known as the “Puerto
Rico Human Resources Management and Transformation in the Government Act,” the
corresponding transfer of funds allocated to payroll and related costs of said employee are
to be carried out simultaneously.

■

The Secretary of Treasury, the Director of the OMB, and the Treasurer and Executive
Director of each agency or Public Corporation covered by the 2019 Fiscal Plan shall be
responsible for not spending or encumbering during a fiscal year any amount that exceeds
the appropriations authorized for such year. The Executive Director of AAFAF and the
Director of the OMB shall certify to the Oversight Board compliance with this limitation
by September 30 of each year with respect to the immediately preceding fiscal year. This
prohibition applies to every appropriation set forth in a budget certified by the Oversight
Board, including appropriations for payroll and related costs.

■

For the avoidance of doubt, any reference within the budget to AAFAF, the Department of
Treasury, or OMB, or any of their respective officers, shall apply to any successor thereof.

■

On or before July 31 of each year, the Governor shall provide to the Oversight Board budget
projections of revenues and expenditures for each quarter of a fiscal year, which must be
consistent with the corresponding budget certified by the Oversight Board (the “Quarterly
Budget”). The Quarterly Budget shall be provided to the Oversight Board in Excel format
and include detailed allocations by agency, public corporation, fund type and concept of
spend. Together with the report that the Governor must provide under Section 203 of
PROMESA not later than 15 days after the last day of each quarter, the Governor shall
provide a quarterly variance analysis that is consistent with modified accrual accounting.
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■

If during the fiscal year the government fails to comply with the liquidity and budgetary
savings measures required by this 2019 Fiscal Plan, the Oversight Board may take all
necessary corrective action, including the measures provided in PROMESA Sections 203
and 204.

■

In order to ensure agencies remain compliant with the 2019 Fiscal Plan, the Oversight
Board has enacted a policy to review contracts in excess of $10M. The objective of these
reviews is to determine the extent to which the contract are in compliance with the
applicable fiscal plan(s).
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PART V. Conclusion
The 2019 Fiscal Plan is the result of many months of work-sessions, dialogue,
stakeholder engagement, research, and in-depth analysis. Across these activities, the
Oversight Board and the Commonwealth Government collaborated to create a deep and rich
fact base to underpin their work, and remained focused on creating an integrated approach to
restoring fiscal sustainability and economic opportunity for future generations of Puerto
Ricans. The starting point for this plan involved numerous structural inhibitors to growth,
over $120 billion in outstanding debt and unfunded pension obligations, and the devastating
impact from a historically destructive natural disaster.
Yet in the aftermath of Hurricane Maria, Puerto Rico now has a unique economic
growth opportunity. Reconstruction activity will provide economic buoyancy in the short
term. PROMESA and Title III provide a temporary stay on Puerto Rico’s unsustainable debt
service. The 2019 Fiscal Plan lays out a series of practical, proven growth-inducing structural
reforms and investments, with a responsible set of fiscal measures to right-size Government
to the appropriate level.
But the next step – implementation of the reforms and measures – will always be
the most critical one. Unfortunately, since the October 2018 Fiscal Plan, the Government’s
implementation of structural reforms and fiscal measures has been slow and incomplete.
Moreover, the failure to pass the comprehensive labor reform that Puerto Rico needs means
that timely, robust implementation of the remaining structural reforms, like ease of doing
business reforms, is even more important to achieve meaningful economic growth. Without
sustained dedication to implementing the 2019 Fiscal Plan, and the ambition to pursue
additional structural reforms in the future, the structural challenges that have plagued the
economy of Puerto Rico will not be addressed, and the Government will have lost its window
to restore long-term opportunity to the people of Puerto Rico.
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Appendix
MODEL PRESENTATION
Overview of entities covered by and excluded from the
2019 Fiscal Plan
The 2019 Fiscal Plan addresses the finances of central government agencies, component
units, and other agencies. Agencies for which an independent fiscal plan is being developed
have not been consolidated into the 2019 Fiscal Plan and are only represented to the extent
they impact the Commonwealth (Exhibit 77, Exhibit 78, Exhibit 79)).
EXHIBIT 77: MAJOR ENTITIES INCLUDED IN AND EXCLUDED FROM THE 2019 FISCAL PLAN
Major Entities Included
in the 2019 Fiscal Plan

Included

1. Central Government
Entities
2. Major Component Units
3. Other Component Units
and agencies

1. TSA

2. Major CUs

3. Other

Central Government

ASEM GDB1
CCPRC PRTC
ASES PRITA
Ports PBA ADEA
HTA1 DDEC AAFAF
UPR1 HFA SIFC
PRCCDA

Roughly 45 additional
agencies and
component units,
such as: Solid Waste
Authority and Public
Broadcasting
Authority

Agencies:
Department of
Education,
Department of
Health, Police, etc.

Individually Reported – Comprises approx.
90% of Fiscal Plan Cash Flow

Major Entities Excluded
from the 2019 Fiscal Plan

Not Individually
Reported – approx.
10% of Fiscal Plan
Cash Flow

Puerto Rico Electric Power
Authority (PREPA)

PR Aqueduct and Sewer Authority
(PRASA)

The Children’s Trust Fund

COSSEC

Excluded
Municipalities

1 GDB , HTA, and UPR have separate and apart fiscal plans from the Central Government; HTA and UPR receive General Fund appropriations
2. Major CUs include the following IFCUs: ASEM, ASES, PRITA, Ports, PBA, ADEA, AAFAF, HFA, SIFC, PRCCDA
Note: Housing Finance Authority, resources from the Cap Funds (money transferred by HUD for financing projects and repayment of bonds) are not contemplated in the 2019 Fiscal Plan.
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EXHIBIT 78: LIST OF ENTITIES COVERED BY THE 2019 FISCAL PLAN
ENTITIES INCLUDED IN FISCAL PLAN
Agency
Code

Agency

Agency
Code

Agency

8

Office of the Comptroller

43

Puerto Rico National Guard

10

General Court of Justice

45

Department of Public Safety

11

Traffic Safety Commission

49

Department of Transportation and Public Works

14

Environmental Quality Board

50

Department of Natural and Environmental Resources

15

Office of the Governor

55

Department of Agriculture

16

Office of Management and Budget

60

Citizen's Advocate Office (Ombudsman)

18

Planning Board

62

Cooperative Development Commission

21

Emergency Management and Disaster Admin Agency

65

Public Services Commission

22

Office of the Commissioner of Insurance

67

Department of Labor and Human Resources

23

Department of State

68

Labor Relations Board

24

Department of the Treasury

69

Department of Consumer Affairs

25

Hacienda

70

State Insurance Fund Corporation (SIFC)

28

Commonwealth Election Commission

71

Department of Health

29

Federal Affairs Administration

75

Office of the Financial Institutions Commissioner

30

Office of Admin and Transformation of HR

78

Department of Housing

31

General Services Administration

79

Automobile Accident Compensation Admin (ACAA)

34

Investigation, Prosecution and Appeals Commission

81

Department of Education

35

Industrial Tax Exemption Office

82

Institute of Puerto Rican Culture

37

Civil Rights Commission

87

Department of Sports and Recreation

38

Department of Justice

89

Horse Racing Industry and Sport Administration

40

Puerto Rico Police

90

Medical Services Administration (ASEM)

42

Puerto Rico Firefighter Corps

95

Mental Health and Addiction Services Administration

96

Women's Advocate Office

100

Legislative Assembly

165

Land Authority of Puerto Rico

105

Industrial Commission

166

Industrial Development Company (PRIDCO)

106

Public Housing Administration

167

Company for the Integral Development of Cantera's Peninsula

109

School of Plastic Arts

168

Ports Authority

119

Dept of Economic Development and Commerce

177

Land Administration

120

Veterans Advocate Office

180

Tourism Company

121

9-1-1 Services Governing Board

184

Solid Waste Authority

122

Department of the Family

186

Culebra Conservation and Development Authority

123

Families and Children Administration

187

Health Insurance Administration (ASES)

124

Child Support Administration

188

PR and the Caribbean Cardiovascular Center Corp

126

Vocational Rehabilitation Administration

189

Institute of Forensic Sciences

127

Admin for Socioeconomic Develop of the Family

191

Musical Arts and Stagecraft Corporation

133

Natural Resources Administration

192

Fine Arts Center Corporation

137

Department of Correction and Rehabilitation

193

Office of Government Ethics

138

Institutional Trust of the National Guard of Puerto Rico

195

Economic Development Bank

139

Parole Board

196

Public Broadcasting Corporation

141

Telecommunication's Regulatory Board

198

Farm Insurance Corporation

152

Elderly and Retired People Advocate Office

200

Special Independent Prosecutor Panel

153

Advocacy for Persons with Disabilities of the CW of PR

208

Contributions to Municipalities (CRIM)`

155

State Historic Preservation Office

211

AFICA

161

Infrastructure Financing Authority

215

Conservatory of Music

162

Public Buildings Authority (PBA)

220

Correctional Health
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221

Emergency Medical Services Corps

288

UPR Comprehensive Cancer Center

231

Health Advocate Office

289

Energy Commission

235

Housing Financing Authority (HFA)

290

Energy Affairs Office

238

Port of the Americas Authority

293

241

Administration for Integral Development of Childhood

Center for Research, Education and Medical Services for
Diabetes

258

Puerto Rico Trade and Export Company

294

Bosque Modelo de Puerto Rico

295

Fiscal Agency and Financial Advisory Authority (AAFAF)

303

Convention Center District Authority (PRCCDA)

329

Socio-Economic Development Office

928

Government Employee Retirement System (ERS)

928

Judicial Retirement System (JRS)

929

Teacher Retirement System (TRS)

264

Martín Peña Canal ENLACE Project Corporation

265

Roosevelt Roads Naval Station Redevelopment

268

Institute of Statistics

272
273

Office of the Inspector General
Permit Management Office

276

Public-Private Partnership Authority

277

Agricultural Enterprises Development Admin (ADEA)

278

Puerto Rico Education Council

279

Public Service Appeals Commission

281

Office of the Electoral Comptroller

285

Puerto Rico Integrated Transport Authority (PRITA)

286

Ponce Port Authority

Additional (Electronic) Lottery
Maritime Shipping Authority
Special Communities Perpetual Trust
Traditional Lottery
Unemployment Insurance Fund
Corp for the Industries of Blind, Mentally Retarded, and Other
Disabled People of Puerto Rico
Puerto Rico Municipal Finance Corporation

EXHIBIT 79: LIST OF ENTITIES EXCLUDED FROM THE 2019 FISCAL PLAN

Entities issuing standalone fiscal plan

▪
▪

Development Bank for PR
Aqueduct and Sewer
Authority

▪
▪

PR Electric Power Authority

▪

PR Highways and
Transportation Authority1

▪

Public Corporation for the
Supervision and Deposit
Insurance of Puerto Rico
Cooperatives
University of Puerto Rico2

Entities excluded from fiscal plan

▪
▪
▪
▪

Agency Fund (Special
Deposit Fund)
Commonwealth of Puerto
Rico Regional Center
Corporation

▪
▪

Puerto Rico Municipal
Finance Agency
Puerto Rico Water Pollution
Control Revolv. Fund

Public Finance
Corporation (PFC)
Puerto Rico Government
Investment Trust Fund

1 Commonwealth Fiscal Plan includes HTA general fund appropriations
2 Commonwealth Fiscal Plan includes UPR general fund appropriations
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▪
▪
▪

Safe Drinking Water
Treatment Revolving Loan
Fund
The Children's Trust Fund
Tourism Development Fund
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MACROECONOMIC PROJECTIONS
Incorporation of historical macroeconomic indicators for
Puerto Rico
While the 2019 Fiscal Plan projects relatively steady growth after FY2018, the macroeconomic
projections do not ignore the past macroeconomic trajectory of the Island. Historic economic
performance remains a core driving factor for future projections, and without the
implementation of structural reforms, the economy returns to the previous trendline once
disaster spend begins to wane. As shown below (Exhibit 80, Exhibit 81, Exhibit 82) ), the
nominal GNP of the Island continues to grow in the status quo, even while real output has
shrunk considerably in the last decade.
EXHIBIT 80: MACROECONOMIC TRENDLINE BEFORE AND AFTER HURRICANE MARIA
Macroeconomic trajectory: Total GNP, $B Fiscal Years ending June 30th
Nominal GNP

Constant 1954 Dollars
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EXHIBIT 81: POPULATION DECLINE
Historical and projected population, millions of people
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EXHIBIT 82: PER CAPITA GNP GROWTH
Historical and projected GNP per capita, $ USD
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FINANCIAL PROJECTIONS
Financial projection methodology
Revenue and expenditure forecasts are largely driven by macroeconomic projections like
Puerto Rico inflation and GNP forecasts. For certain critical line items (such as Component
Unit revenues and expenditure, pension expenditures and capital expenditures), separate
detailed forecasts were developed incorporating historical data and other bottom-up
assumptions.

Detailed financial projections
The following section discusses the financial projections across each revenue and expenditure
line item from FY2018-FY2023. They also discuss the trajectory of key macroeconomic
indicators such as population and GNP per capita over the next five years (Exhibit 83). Most
revenues track with the overall macroeconomic trajectory of the Island (Exhibit 84). Baseline
expenditures remain relatively constant over the next five years before measures are applied,
especially when social programs are excluded (Exhibit 85). This consistency is in large part
due to freezes on various expenditures that have been put in place by the Government of
Puerto Rico. Finally, the cumulative value of measures grows through FY2023 as there is full
implementation of various revenue and expenditure fiscal measures.
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EXHIBIT 83: MACROECONOMIC OVERVIEW OF PUERTO RICO, FY2018-FY2024
Six-year financial projections post-measures and structural reforms, units as labeled, SR = structural reforms
Line item

FY2018

FY2019

FY2020

FY2021

FY2022

FY2024

FY2023

FY2019-24

3,168

3,112

3,061

3,013

2,971

2,935

2,903

Population growth rate, %

(5.1%)

(1.8%)

(1.7%)

(1.5%)

(1.4%)

(1.2%)

(1.1%)

Real GNP growth, %

(4.7%)

4.0%

1.5%

(0.9%)

0.2%

0.1%

0.5%

Nominal GNP, $M

68,366

71,565

73,435

73,778

74,977

76,128

77,670

Nominal GNP per capita, $

21,578

22,995

23,994

24,483

25,233

25,940

26,756

6.6%

4.3%

2.0%

3.1%

2.8%

3.1%

1.6%

0.6%

1.1%

1.4%

1.5%

1.5%

1.5%

14,619

9,109

8,570

7,133

8,829

8,563

6,774

49,987

$22,425

$23,581

$22,053

$20,790

$20,667

$20,555

$20,778

128,424

15,689

16,288

16,072

15,856

15,669

15,488

15,639

95,013

6,736

7,293

5,981

4,934

4,998

5,067

5,139

33,411

Expenditures1, $M

($19,935)

($20,341)

($19,480)

($19,005)

($18,651)

($18,595)

($18,658)

(114,731)

Commonwealth-funded expenditures

($13,375)

($13,252)

($13,646)

($14,211)

($13,787)

($13,657)

($13,644)

(82,197)

($6,560)

($7,089)

($5,835)

($4,794)

($4,864)

($4,938)

($5,014)

(32,534)

$2,490

$3,239

$2,573

$1,785

$2,016

$1,959

$2,120

13,693

($1,745)

($1,770)

($1,798)

($1,742)

($1,767)

($1,782)

($1,692)

(10,550)

$745

$1,469

$775

$43

$249

$177

$429

3,143

$69

$90

$173

$183

$200

$204

$198

1,049

Population, #

Nominal GNP per capita growth, %
Inflation, %
Disaster funding, $M
Revenues1, $M
Commonwealth revenues
Federal transfers

Federallly funded expenditures
Gap/surplus, $M
Contractual debt service payments 2, $M
Net gap / surplus, $M
Surplus potentially not

available3,

$M

1 Revenues and expenditures excluding gross up adjustments
2 Debt service based on prepetition contractual debt obligations. Presented for illustrative purposes only & does not represent anticipated future payments on restructured debt. Includes GO,
PBA, CCDA, PRIFA, PFC, ERS, PRIDCO. The 2019 Fiscal Plan does not assume any predetermined outcome of ongoing litigation with respect to GO bonds
3 These surplus amounts are generated by Commonwealth corporations and the Commonwealth’s ability to access such surplus amounts could be at risk without further legislative action

EXHIBIT 84: REVENUE BREAKDOWN SHOWS GRADUAL POST-HURRICANE RECOVERY
Revenue Detail Post-Measures and Structural Reforms
Fiscal Year Ending June 30, $M

FY2018

Revenues
General Fund Revenues:
Individual Income Taxes
Corporate Income Taxes
Non-Resident Withholdings
Alcoholic Beverages
Cigarettes
Motor Vehicles
Excises on Off-Shore Shipment Rum
Other General Fund Revenue

FY2019

FY2020

FY2021

FY2022

FY2023

FY2024

FY19-24

$1,960
1,776
637
264
121
407
215
324

$2,125
2,175
653
263
120
477
212
354

$2,126
2,190
654
261
119
370
213
363

$2,124
2,098
650
261
118
372
214
365

$2,174
2,001
616
261
118
378
206
371

$2,203
2,023
572
262
119
384
198
377

$2,229
2,026
576
263
119
393
199
384

$12,980
$12,513
$3,722
$1,571
$713
$2,375
$1,243
$2,214

Total

5,705

6,380

6,296

6,203

6,125

6,138

6,190

$37,332

SUT Collections (excl. 53.65% PSTBA, FAM & CINE)
Act 154 Collections
PREPA Loan Repayment

1,646
1,915
5

2,182
1,915
309

2,120
1,831
--

2,078
1,691
--

2,108
1,447
--

2,128
1,199
--

2,154
1,199
--

13,748
9,282
309

$9,270

$10,785

$10,247

$9,972

$9,681

$9,465

$9,543

$59,693

1,516
876
385

1,560
131
396

1,612
135
364

1,611
135
413

1,641
138
421

1,659
140
430

1,674
142
439

$9,757
$821
$2,462

2,387
465
755

2,428
-753

2,452
-902

2,466
-836

2,450
-848

2,435
-860

2,460
-872

$14,691
–
$5,070

$15,654

$16,054

$15,711

$15,433

$15,178

$14,989

$15,131

$92,495

35

234

361

423

491

499

509

$2,518

$15,689

$16,288

$16,072

$15,856

$15,669

$15,488

$15,640

$95,013

4,259
2,301
176

4,308
2,820
164

4,289
1,526
166

4,333
432
169

4,381
446
171

4,433
460
174

4,487
475
176

$26,233
$6,159
$1,020

$22,425

$23,581

$22,053

$20,790

$20,667

$20,555

$20,778

$128,424

247

717

721

685

687

690

693

4,195

$22,672

$24,298

$22,774

$21,475

$21,355

$21,245

$21,472

$132,619

General Fund Revenue
Component Unit Revenue
Additional SUT (53.65% PSTBA, FAM & CINE)
Third party ASES receipts (rebates and municipal
contributions)
Other Tax Revenues
Other Non-Tax Revenues
SRF expense for Commonwealth Agencies
Adj. Revenue Before Measures
Revenue Measures
Adj. Revenue Post Measures (Excl. Federal
Transfers)
Federal Transfers to Central Government
Federal Transfers - Medicaid
Federal Transfers to Independent Component Units
Revenues Post Measures
Adjustments for revenue gross up
Revenue Post measures and post revenue gross up
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EXHIBIT 85: POST-HURRICANE EXPENDITURES
Expense detail post-measures and structural reforms
Fiscal Year Ending June 30, $M

Total CW Funded Op. Exp.
Expense Measures
Total CW Funded Op. Exp. Post Measures excl.
Loss of Medicaid Funding
Adjustment for expenditure gross up
Net Operating Surplus/(Deficit)
Capex and Other Expenses
Maintenance Capex
Enterprise funds
Disbursements of Tax Revenues to Entities Outside Plan
Other Non-Recurring
Total Capex and Other Expenses
Surplus Post Measures (excl. Debt Payments)
Contractual Debt Service Payments 1
Surplus after Measures and Debt Payments
Surplus potentially not available2, $M

FY2019

FY2018

Expenses
General Fund Expenditures:
Direct Payroll
Non-Personnel Operating Expenses
Municipal Expenses
Pension Expenses
Disaster Recovery Cost Match
Restructuring / Title III Costs
UPR Appropriation and Other GF Expenses
Loan to PREPA
Total General Fund Expenses (excl. inter gov transfers)
Medicaid - commonwealth funded
Social Programs - commonwealth funded
Total General Fund Expenses (excl. inter gov transfers)
Federal Funds, SRF, and CU operating expenses:
Direct Payroll
Non-Personnel Operating Expenses
SRF expenses for Commonwealth Agencies
Medicaid - federally funded
Medicaid - SRF
Social Programs - federally funded

FY2020

FY2021

FY2022

FY2023

FY2024

FY19-24

($2,996)
(1,508)
(298)
(2,254)
(271)
(132)
(678)
(300)
($8,437)
(120)
(15)
($8,572)

($2,961)
(1,736)
(220)
(2,260)
(190)
(333)
(847)
-($8,546)
-(15)
($8,561)

($2,970)
(1,617)
(220)
(2,398)
(100)
(251)
(847)
-($8,402)
(992)
(15)
($9,410)

($3,002)
(1,659)
(220)
(2,381)
(100)
(206)
(847)
-($8,415)
(2,124)
(15)
($10,554)

($3,037)
(1,676)
(220)
(2,334)
(100)
(174)
(847)
-($8,388)
(2,199)
(15)
($10,602)

($3,081)
(1,707)
(220)
(2,325)
(100)
(156)
(847)
-($8,437)
(2,283)
(15)
($10,735)

($3,126)
(1,732)
(220)
(2,321)
(100)
(42)
(858)
-($8,398)
(2,375)
(15)
($10,789)

($18,178)
($10,127)
($1,318)
($14,018)
($690)
($1,162)
($5,094)
–
($50,587)
($9,973)
($91)
($60,652)

(1,322)
(1,911)
(451)
(2,301)
(385)
(2,734)

(1,327)
(1,972)
(643)
(2,820)
(396)
(2,744)

(1,340)
(2,021)
(778)
(1,526)
(364)
(2,767)

(1,358)
(2,048)
(790)
(432)
(413)
(2,800)

(1,377)
(2,058)
(803)
(446)
(421)
(2,834)

(1,396)
(2,084)
(816)
(460)
(430)
(2,872)

(1,416)
(2,112)
(828)
(475)
(439)
(2,910)

($8,212)
($12,295)
($4,659)
($6,159)
($2,462)
($16,926)

($17,676)
49
($17,627)

($18,462)
498
($17,965)

($18,206)
1,024
($17,182)

($18,394)
1,829
($16,565)

($18,540)
2,214
($16,326)

($18,792)
2,502
($16,290)

($18,969)
2,646
($16,324)

($111,363)
10,762
($100,651)

(247)
$4,800

(717)
$4,798

(721)
$5,616

(685)
$4,872

(687)
$4,225

(690)
$4,341

(693)
$4,264

($4,195)
$27,773

(147)
(1,184)
(685)
(292)
($2,308)
$2,490
($1,745)
$745

(278)
(1,191)
(786)
(122)
($2,377)
$3,239
($1,770)
$1,469

(382)
(1,204)
(591)
(122)
($2,299)
$2,573
($1,798)
$775

(397)
(1,221)
(700)
(122)
($2,440)
$1,785
($1,742)
$43

(411)
(1,239)
(675)
-($2,325)
$2,016
($1,767)
$249

(417)
(1,257)
(631)
-($2,305)
$1,959
($1,782)
$177

(424)
(1,276)
(635)
-($2,335)
$2,120
($1,692)
$429

($2,309)
($7,388)
($4,019)
($365)
($14,081)
$13,693
($10,550)
$3,143

$69

$90

$173

$183

$200

$204

$198

$1,049

1 Debt service based on prepetition contractual debt obligations. Presented for illustrative purposes only and does not represent anticipated future payments on restructured debt.
2 These surplus amounts are generated by Commonwealth corporations and the Commonwealth’s ability to access such surplus amounts could be at risk without further legislative action.

STRUCTURAL REFORMS
Human capital and welfare reform
States across the mainland U.S. have different approaches to labor market and welfare policy,
including different employee protections, incentives for employers, or benefits to workers.
California and Florida represent opposite ends of this spectrum of approaches, with California
intervening more in the labor market while Florida requires little above what is required by
the federal Fair Labor Standards Act. At the same time, these two states allow for much freer
and less regulated labor markets than Puerto Rico’s approach and both have significantly
higher levels of employment, incomes and economic opportunity.
California offers workers more protections and benefits than most states (e.g., mandated paid
sick leave and multiple exemptions to employment at-will) while Florida offers very few (e.g.,
no guaranteed leave, no exceptions to employment at-will). California has one of the highest
minimum wages in the country ($10.50/hour) while Florida offers a lower minimum wage
($8.25/hour) yet does not require workers to pay state income tax.
Despite these differences, Florida and California are closer in both labor market environment
and outcomes than Puerto Rico: for example, both are employment at-will jurisdictions and
have long-term work requirements in place for SNAP, while Puerto Rico has neither. Puerto
Rico has more generous policies for “secondary benefits”: Florida requires none and California
offers 24 hours (3 days) of paid sick leave, while Puerto Rico’s guarantees of a yearly Christmas
bonus, severance pay, 27 days of paid time off, and maternity leave are far beyond those
required by any mainland state.
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California’s labor force participation rate is 62.3%, and Florida’s is 59.4%, versus
approximately 40% in Puerto Rico. 144 This difference implies that, relative to the size of the
population, California and Florida have roughly 50% more individuals in the labor force than
Puerto Rico. Put another way, if Puerto Rico increased its labor force participation rates to
those of California or Florida, household incomes would rise by roughly 50% and poverty
would plummet.

Ease of doing business reform
An analysis of Puerto Rico’s Ease of Doing Business rankings across all World Bank
indicators shows which are most in need of targeted reforms for improvement (Exhibit 86).
EXHIBIT 86: PUERTO RICO’S EASE OF DOING BUSINESS RANKINGS COMPARED TO THE US
Priority due to largest gap and highest potential impact

Puerto Rico Rank (2018)

Puerto Rico Rank (2019)

USA (2019)

Change

Overall

64

64

Starting a business

47

53

-6

53

Construction permits

138

141

-3

26

Getting electricity

69

88

-19

54

Registering property

153

159

-6

38

6

3

3

3

Protecting minority
investors

108

110

-2

50

Paying taxes

161

162

-1

37

Trading across
borders

64

67

-3

36

Enforcing contracts

113

63

50

16

9

10

-1

3

Getting credit

Resolving insolvency

---

8

FISCAL MEASURES
Agency efficiency measures
22.1.1 Addressable spend for agency efficiency measures
Not all governmental agency spend was expected to be addressable through rightsizing
initiatives. For instance, federal funding to agencies which would disappear if it were not
allocated to its current use were not targeted for reductions.
The following cost concepts are assumed to be addressable for spend reductions within Agency
Efficiencies (see Chapter 12).

144 U.S. Department of Labor, Bureau of Labor Statistics, “Local Area Unemployment Statistics,” March 23, 2018
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Personnel expenditures.
o Payroll and related costs (Nómina y costos relacionados)



Non-personnel expenditures.
o Materials and supplies (Materiales y suministros)
o Purchase of equipment (Compra de equipo)
o Transportation expenditures (Gastos de transportación)
o Other operating expenditures (Otros gastos operacionales)
o Purchased services (Servicios comprados)
o Announcements and guidelines in media (Anuncios y pautas en medios)
o Facilities and payments for public services (Facilidades y pagos por servicios
públicos)
o Professional services (Servicios profesionales)
o Utilities



Non-personnel expenditures partially included. The following cost concept
was determined to be a miscellaneous category that included a collection of both
addressable and non-addressable spend. Therefore, while all category spend was
included in the addressable spend baseline, only 50% of category spend was included
in actual savings initiatives as a haircut to separate addressable and non-addressable
spend
o Enrolled assignments (asignaciones englobadas)



Non-personnel expenditures included on a case-by-case basis. The
following cost concepts were included as addressable spend, and individual decisions
were made to determine whether each agency’s costs within those concepts were
addressable within Agency Efficiencies, or whether they did not represent addressable
spend (e.g., governmental transfer payments, tax incentives which were addressed via
corporate tax reform, etc.)
o Government entities (Entidades gubernamentales)
o Contributions to non-governmental entities (Aportaciones a entidades no
gubernamentales)
o Donations, subsidies and distribution (Donativos, subsidios y distribuciones)



Out of scope. The following cost concepts were excluded from agency efficiencies for
a variety of reasons (e.g., payments related to debt service or pensions, liquidity
reserves, etc.)
o Assignment pareo federal funds (Asignación pareo fondos federales), apart
from Title I funding
o Budget reserve (Reserva presupuestaria)
o Investment in permanent improvements (Inversión en mejoras permanentes)
o Payment of pensions - pay as you go (Pago de pensiones - pay as you go)
o Liquidity reserve (Reserva de liquidez)
o Adjustment
o Payment of the debt (Pago de la deuda)

All expenditures funded by the General Fund and Special Revenue Funds are assumed to be
addressable provided they were expenditures in the above addressable cost concepts (e.g.,
General Fund expenditures within “Purchased services”).

22.1.2 Agency efficiency measures
Back-office or support function payroll savings come from finding efficiencies by
reducing personnel in non-client facing functions in each agency. These positions include
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administrative roles such as finance, human resources, and information systems, as well as
some facilities support.
a. For standalone agencies, support service payroll savings are calculated at 15-20%, based
on successful public-sector cases primarily involving digitization and process
improvement, including the implementation of lean management practices.
b. For newly merged agencies, back-office or support function payroll savings are calculated
at 40-50%. The single consolidated agency will be able to use scale efficiencies through
the combination of support services and elimination of duplicate functions and roles. The
savings value is based on private sector examples of mergers and acquisitions and public
sector examples of consolidations.
c. In some cases, more savings can be captured when there is an agency-specific back office
initiative that can be identified beyond standard optimization.
Frontline payroll savings were identified using a tailored deep-dive for each major agency
for both merged and standalone agencies. The approach involved a review of each program
and service (both citizen-facing and intergovernmental) to determine if the service levels
provided should continue and/or if specific services could be delivered more effectively (e.g.,
through process improvement, innovative tools and technology, organizational and delivery
changes). For applicable programs, spending levels are benchmarked against appropriate peer
governments (either state or federal, or in some cases international examples). Additionally,
macroeconomic analysis can be used to determine if lower payroll levels could serve the same
number of residents based on expected changes in demographics, workforce levels, and the
economy.
Non-personnel savings opportunities were expected to be largely driven through
procurement and other streamlining efforts. Initiatives such as institutionalizing centralized
demand controls, strategic category-level purchasing (e.g., leveraging Puerto Rico’s access to
federal GSA rates, purchasing through e-auctions, opening competitive RFPs), accounting for
total cost of ownership, and enforcing contractual compliance could present large savings
opportunities throughout the government.
Standalone agencies can implement initiatives including strategic sourcing and IT
rationalization to better leverage the procurement function at a lower cost. The digitization
and process improvement savings initiatives mentioned in support services can apply to
procurement as well. Public sector agencies using these methods have saved 20% on
procurement spending.
Newly merged agencies have an additional opportunity to save on operational costs, with
achievable savings of 30%. In addition to the savings that a standalone agency can receive,
consolidation of agencies should increase the leverage of Puerto Rican agencies in negotiating
with the private sector, and bigger savings can be expected from duplication and combination
of efforts. Merged agencies can also expect to find savings based on leveraging their smaller
footprint, as well as lowering maintenance and facility costs.
Agency-specific initiatives and targets
The following EXHIBIT 87 details the payroll and non-payroll savings for each of the agency
groupings (see Chapter 12).
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Personnel savings by agency grouping1, $1000s
Education
Courts and Legislature
Corrections
State Insurance Fund Corporation
Health
Public Works
Housing
Agriculture
Independent Agencies
Retirement Services
OCFO - Treasury
AACA
Labor
Executive Office
Justice
Economic Development
Families & Children
State
FOMB
Culture
Finance Commission
Utilities Commission
Land
Closures
Ombudsman
Universities
Public Service Commission
DPS
Environmental
Custody Acct.
Institute of Statistics
Transparency & Control Entities
Grand total

FY19
$
36,983
$
20,990
$
34,180
$
12,454
$
38,296
$
11,343
$
5,415
$
4,069
$
7,654
$
1,474
$
10,490
$
2,212
$
3,012
$
6,736
$
3,576
$
9,065
$
8,701
$
889
$
$
1,507
$
981
$
394
$
1,057
$
957
$
658
$
623
$
171
$
30,466
$
6,039
$
$
74
$
978
$
261,444

FY20
$
164,156
$
23,168
$
64,111
$
49,456
$
49,855
$
18,301
$
17,111
$
6,578
$
14,249
$
8,361
$
17,391
$
9,872
$
4,696
$
10,381
$
12,625
$
13,114
$
7,935
$
2,638
$
$
2,642
$
1,683
$
595
$
1,832
$
530
$
1,175
$
(134)
$
(31)
$
(12,924)
$
15,013
$
$
157
$
978
$
505,516

FY21
$
272,555
$
21,732
$
94,874
$
63,957
$
51,155
$
27,478
$
13,674
$
9,333
$
23,579
$
1,474
$
27,619
$
6,097
$
7,654
$
14,516
$
16,938
$
20,003
$
17,217
$
2,111
$
$
4,054
$
2,196
$
690
$
2,657
$
889
$
1,733
$
898
$
440
$
(72,487)
$
15,067
$
$
195
$
978
$
649,277

FY22
$
359,616
$
21,838
$
99,098
$
67,587
$
60,705
$
29,254
$
15,824
$
9,698
$
24,833
$
1,474
$
29,833
$
6,803
$
8,732
$
15,999
$
18,208
$
21,106
$
20,970
$
2,217
$
$
4,217
$
2,384
817
$
$
2,820
$
1,050
$
1,892
$
1,027
507
$
$
(53,396)
$
16,078
$
$
207
$
978
$
792,378

FY23
$
422,244
$
21,944
$
103,356
$
71,245
$
69,734
$
31,043
$
17,991
$
10,066
$
26,047
$
1,474
$
31,950
$
7,486
$
9,800
$
17,494
$
19,488
$
22,218
$
25,010
$
2,324
$
$
4,381
$
2,573
$
946
$
2,985
$
1,213
$
2,052
$
1,153
$
575
$
(44,025)
$
17,097
$
$
220
$
978
$
901,065

FY24
$
428,445
$
22,267
$
104,874
$
72,291
$
70,758
$
31,499
$
18,255
$
10,214
$
26,430
$
1,496
$
32,420
$
7,596
$
9,944
$
17,751
$
19,774
$
22,545
$
25,377
$
2,359
$
$
4,446
$
2,611
$
959
$
3,028
$
1,231
$
2,082
$
1,170
$
583
$
(44,671)
$
17,348
$
$
224
$
992
$
914,299

FY20
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

FY21
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

FY22
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

FY23
$
123,931
$
69,199
$
32,305
$
16,111
$
20,282
$
16,899
$
9,723
$
21,367
$
18,754
$
349
$
3,324
$
13,114
$
10,194
$
3,788
$
1,829
$
16,464
$
23,281
$
1,273
$
11,208
$
1,464
$
2,038
$
1,544
$
1,310
$
1,483
$
694
$
833
$
502
$
28,757
$
(15,642)
$
110,226
$
317
$
$
546,922

FY24
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1 Savings excludes additional savings achievable through utilities measures

Non-personnel savings by agency grouping1, $1000s
Education
Courts and Legislature
Corrections
State Insurance Fund Corporation
Health
Public Works
Housing
Agriculture
Independent Agencies
Retirement Services
OCFO - Treasury
AACA
Labor
Executive Office
Justice
Economic Development
Families & Children
State
FOMB
Culture
Finance Commission
Utilities Commission
Land
Closures
Ombudsman
Universities
Public Service Commission
DPS
Environmental
Custody Acct.
Institute of Statistics
Transparency & Control Entities
Grand total

FY19
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

10,301
33,952
8,931
4,878
14,389
7,371
1,195
391
3,417
9,045
4,012
3,091
4,818
329
8,724
374
5,250
831
600
444
402
88
204
88
157
9,472
2,763
80
135,597

61,496
60,535
26,479
10,348
(628)
7,481
8,118
19,993
9,383
17,260
950
5,330
7,570
4,727
1,405
(856)
5,810
8,475
10,971
2,432
1,623
1,645
901
2,416
452
1,608
857
14,747
(19,076)
110,841
278
383,572

98,900
57,718
31,996
15,648
10,655
16,415
9,444
20,754
18,326
339
2,656
12,737
9,901
3,680
1,777
15,991
18,790
1,236
11,048
1,422
1,979
1,500
1,308
1,440
675
809
488
27,932
(15,193)
107,063
308
487,740

1 Savings excludes additional savings achievable through utilities measures
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122,355
63,391
32,150
15,879
20,163
16,656
9,584
21,059
18,551
344
3,039
12,925
10,047
3,734
1,803
16,227
20,708
1,255
11,127
1,443
2,009
1,522
1,309
1,461
684
821
495
28,343
(15,417)
108,640
312
532,619

125,751
70,216
32,780
16,347
20,580
17,148
9,866
21,681
19,030
354
3,373
13,306
10,343
3,844
1,856
16,706
23,623
1,292
11,372
1,485
2,068
1,567
1,329
1,505
705
845
510
29,179
(15,872)
111,845
321
554,955
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Total savings by agency grouping1, $1000s
Education
Courts and Legislature
Corrections
State Insurance Fund Corporation
Health
Public Works
Housing
Agriculture
Independent Agencies
Retirement Services
OCFO - Treasury
AACA
Labor
Executive Office
Justice
Economic Development
Families & Children
State
FOMB
Culture
Finance Commission
Utilities Commission
Land
Closures
Ombudsman
Universities
Public Service Commission
DPS
Environmental
Custody Acct.
Institute of Statistics
Transparency & Control Entities
Grand total

FY19
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

47,283
54,942
43,111
17,332
52,685
18,715
6,610
4,460
11,070
1,474
19,535
6,225
6,104
11,554
3,905
17,790
8,701
1,263
5,250
2,338
1,581
838
1,459
1,045
862
711
328
39,938
8,802
154
978
397,041

FY20
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

225,652
83,703
90,589
59,804
49,227
25,783
25,229
26,570
23,633
25,621
18,341
15,202
12,266
15,108
14,030
12,258
13,746
11,113
10,971
5,074
3,306
2,240
2,733
2,946
1,627
1,474
826
1,823
(4,062)
110,841
435
978
889,089

FY21
$
371,455
$
79,449
$
126,870
$
79,606
$
61,810
$
43,892
$
23,118
$
30,086
$
41,905
$
1,813
$
30,275
$
18,835
$
17,555
$
18,195
$
18,715
$
35,995
$
36,007
$
3,347
$
11,048
$
5,476
$
4,175
$
2,190
$
3,965
$
2,329
$
2,408
$
1,707
$
928
$
(44,555)
$
(126)
$
107,063
$
502
$
978
$
1,137,017

FY22
$
481,971
$
85,229
$
131,249
$
83,466
$
80,868
$
45,910
$
25,407
$
30,757
$
43,384
$
1,818
$
32,873
$
19,727
$
18,779
$
19,733
$
20,011
$
37,333
$
41,679
$
3,472
$
11,127
$
5,660
$
4,392
$
2,339
$
4,129
$
2,512
$
2,577
$
1,848
$
1,002
$
(25,053)
$
661
$
108,640
520
$
978
$
$
1,324,997

FY23
FY24
$
546,175 $
554,197
$
91,144 $
92,482
$
135,661 $
137,654
$
87,356 $
88,639
$
90,017 $
91,339
$
47,943 $
48,647
$
27,714 $
28,121
$
31,433 $
31,895
$
44,801 $
45,459
$
1,823 $
1,850
$
35,275 $
35,793
$
20,600 $
20,902
$
19,994 $
20,287
$
21,282 $
21,594
$
21,317 $
21,630
$
38,682 $
39,250
$
48,291 $
49,000
$
3,597 $
3,650
$
11,208 $
11,372
$
5,845 $
5,931
$
4,611 $
4,679
$
2,490 $
2,526
$
4,295 $
4,358
$
2,696 $
2,735
$
2,747 $
2,787
$
1,986 $
2,015
$
1,077 $
1,093
$
(15,268) $
(15,492)
$
1,455 $
1,476
$
110,226 $
111,845
$
537 $
545
978 $
992
$
$
1,447,987 $
1,469,254

1 Savings excludes additional savings achievable through utilities measures

Agency groupings are as shown below in Exhibit 88.
For each grouping, initiatives include:
■

Front-line personnel reductions (by specific benchmark: unique benchmarks based on
individual agency, as detailed in appendix, or by population)

■

Back-office personnel reductions (by general benchmark: overarching benchmarks which
apply to all agencies, as described in Chapter 12)

■

Non-personnel optimization (by general benchmark)
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EXHIBIT 88: AGENCY GROUPINGS
Agriculture
Courts and
Legislature
Culture

Econom ic
Developm ent

Environm ental

Executive Office

Finance
Com m ission

Health

1 Agricultural Enterprises Development Administration

3 Farm Insurance Corporation

2 Department of Agriculture
1 General Court of Justice (GCJ)

2 Legislative Assembly (LA)

1 Fine Arts Center Corporation

3 Musical Arts and Stagecraft Corporation

2 Institute of Puerto Rican Culture
1 Authority for the Redevelopment of Roosevelt Roads Naval Station

6 Permit Management Office

2 Department of Economic Development and Commerce

7 Planning Board

3 Energy Affairs Office

8 Puerto Rico Trade and Export Company

4 Industrial Development Company

9 Regional Center Corporation of Commonw ealth of PR

5 Industrial Tax Exemption Office

10 Tourism Company

1 Department of Natural and Environmental Resources

3 Natural Resources Administration

2 Environmental Quality Board

4 Solid Waste Authority

1 Federal Affairs Administration

5 Office of Socioeconomic Development

2 Infrastructure Financing Authority

6 Public Buildings Authority

3 Office of the Commissioner of Municipal Affairs

7 Public-Private Partnership Authority

4 Office of the Governor

8 State Historical Preservation Office

1 Office of the Commissioner of Insurance

2 Office of the Financial Institutions Commissioner

1 Center for Research, Education and Medical Services for Diabetes

4 Medical Services Administration

2 Department of Health

5 Medical health and Addiction Services Administration

3 Health Insurance Administration

6 Puerto Rico and Caribbean Cardiovascular Center Corporation

7 University of Puerto Rico Comprehensive Cancer Center 1
Justice
Labor

1 Department of Justice

2 Parole Board

1 Department of Labor and Human Resources

4 Public Service Appeals Commission

2 Investigation, Prosecution and Appeals Commission

5 Vocational Rehabilitation Administration1

3 Labor Relations Board
Land
Om budsman

1 Land Administration

2 Land Authority

1 Advocacy for Persons w ith Disabilities of the Commonw ealth of Puerto Rico

4 Veterans Advocate Office

2 Elderly and Retired People Advocate Office

5 Women’s Advocate Office

3 Health Advocate Office
Public Works

Fam ilies

1 Department of Transportation and Public Works

3 Ports Authority 1

2 Integrated Transport Authority

4 Traffic Safety Commission

1 Administration for Integral Development of Childhood

4 Department of the Family

2 Administration for Socioeconomic Development of the Family

5 Families and Children Administration

3 Child Support Administration
Housing2

1 Department of Housing

3 Public Housing Administration

2 Housing Financing Authority

State

1 Department of State

2 Puerto Rico Education Council

Transparency &
Control Entities

1 Office of Government Ethics

2 Office of the Comptroller

1 Puerto Rico Police Department (PRPD)
2 Firefighters Corps

5 9-1-1 Services Governing Board
6 Institute of Forensic Sciences

3 Emergency Medical Services Corps

7 Special Investigation Unit

4 Emergency Management and Disaster Administration Agency

8 Department of Public Safety

1 Department of the Treasury

4 Office of Management and Budget

Treasury /
OCFO

2 Hacienda

5 General Services Administration

3 Oficina de Administración y Transformación de los Recursos Humanos en
el Gobierno de PR

6 Fiscal Agency and Financial Advisory Authority 1

Universities

1 Conservatory of Music 1

2 School of Plastic Arts 1

Utilities
Com m ission

1 Puerto Rico Energy Board

3 Independent Bureau of Consumer Protection

2 Public Services Commission

4 Telecommunications Regulatory Board

1 Model Forest of Puerto Rico

3 Culebra Conservation and Development Authority

Departm ent of
Public Safety

Closures

Independent
Agencies

Other

2 Economic Development Bank
1 Civilian’s Advocate Office (Ombudsman)

10 Office of the Electoral Comptroller

2 Civil Rights Commission

11 Company for the Integral Development of Cantera’s Peninsula

3 Commonw ealth Election Commission

12 Port of Ponce Authority

4 Convention Center District Authority

13 Port of the Americas

5 Cooperative Development Commission

14 Public Broadcasting Corporation

6 Department of Consumer Affairs

15 Puerto Rico National Guard

7 Department of Sports and Recreation

16 Special Independent Prosecutor Panel

8 Industrial Commission

17 Teacher’s Retirement System

9 Martín Peña Canal ENLACE Project Corporation

18 Institute of Statistics

1 Automobile Accident Compensation Authority

3 State Insurance Fund Corporation

2 Financial Oversight and Management Board

1 Current draft of agency consolidation plan may leave this agency as a standalone entity
2 Federal funding requirements may limit consolidation of Housing agencies
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Revised HTA Fiscal Plan
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▪ The Financial Oversight and Management Board for Puerto Rico (the “FOMB,” or “Oversight Board”) has formulated this 2019 HTA Fiscal Plan based on, among other
things, information obtained from the Puerto Rico Highway Transportation Authority (“HTA”) and the Puerto Rico Fiscal Agency and Financial Advisory Authority
(“AAFAF”) (together, the “Government”)
▪ This document does not constitute an audit conducted in accordance with generally accepted auditing standards, an examination of internal controls or other
attestation or review services in accordance with standards established by the American Institute of Certified Public Accountants or any other organization. Accordingly,
the Oversight Board cannot express an opinion or any other form of assurance on the financial statements or any financial or other information or the internal controls
of the Government and the information contained herein.
▪ This HTA Fiscal Plan is based on what the Oversight Board believes is the best information currently available to it. To the extent the Oversight Board becomes aware of
additional information after it certifies this HTA Fiscal Plan that the Oversight Board determines warrants a revision of this HTA Fiscal Plan, the Oversight Board will so
revise it.
▪ For the avoidance of doubt, the Oversight Board does not consider and has not considered anything in the HTA Fiscal Plan as a “recommendation” pursuant to Section
205(a). Nevertheless, to the extent that anything in the Fiscal Plan is ever deemed a “recommendation” pursuant to Section 205(a), the Oversight Board hereby adopts
it as appropriate in the HTA Fiscal Plan pursuant to Section 201(b)(1)(K).
▪ Any statements and assumptions contained in this document, whether forward-looking or historical, are not guarantees of future performance and involve certain risks,
uncertainties, estimates and other assumptions made in this document. The economic and financial condition of the Government and its instrumentalities is affected by
various legal, financial, social, economic, environmental, governmental and political factors. These factors can be very complex, may vary from one fiscal year to the
next and are frequently the result of actions taken or not taken, not only by the Government, the Oversight Board, and other third-party entities such as the
government of the United States.

▪ Because of the uncertainty and unpredictability of these factors, their impact cannot be included in the assumptions contained in this document. Future events and
actual results may differ materially from any estimates, projections, or statements contained herein. Nothing in this document should be considered as an express or
implied commitment to do or take, or to refrain from taking, any action by the Oversight Board, the Government, or any instrumentality in the Government or an
admission of any fact or future event. Nothing in this document shall be considered a solicitation, recommendation or advice to any person to participate, pursue or
support a particular course of action or transaction, to purchase or sell any security, or to make any investment decision.
▪ By receiving this document, the recipient is deemed to have acknowledged the terms of these limitations. This document may contain capitalized terms that are not
defined herein or may contain terms that are discussed in other documents or that are commonly understood. You should make no assumptions about the meaning of
capitalized terms that are not defined, and you should refer questions to the Oversight Board at comments@oversightboard.pr.gov should clarification be required.

Revised HTA Fiscal Plan

2

Case:20-00005-LTS
Table of Contents

Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit K Page 4 of 137

I.

Executive Summary

II.

Description of HTA

III.

Infrastructure Agenda

IV.

Current Situation with Baseline Financial Projections

V.

Fiscal Measures with Financial Projections

VI.

Liquidity Situation

VII.

Debt Sustainability

Desc:

VIII. Implementation Plan

Appendix:
▪ A: Fiscal Plan Bridges to June 2018
▪ B: FHWA MOU Implementation Details

Revised HTA Fiscal Plan

3

Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit K Page 5 of 137

Desc:

I. EXECUTIVE SUMMARY

Revised HTA Fiscal Plan

4

Case:20-00005-LTS
Executive Summary
(1/3)

Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit K Page 6 of 137

Desc:

▪ Puerto Rico’s economy requires an efficient transportation system that safely and sustainably provides high-quality service for
its residents. A safe and efficient transportation system, with feasible options for public transit, is the right of every Puerto Rican,
and an imperative for economic development. The Puerto Rico Highways and Transportation Authority (HTA) has four objectives
aligned with this goal: (a) transit security and safety projects, (b) preservation and improvement of existing transportation
infrastructure, (c) integrated highway systems, and (d) traffic reduction. This mandate was made dramatically more difficult in
the face of Hurricane Maria, which severely damaged the Island’s highway and public transit networks, with current estimates of
the damages at $596M, and 21% of Interstates (IS) and 68% of non-IS roads considered in poor condition.1 The Revised Fiscal
Plan for HTA provides a roadmap for transforming not only the Authority, but also infrastructure across Puerto Rico to catalyze
economic growth.
▪ HTA must transform drastically to achieve its goals. Recent performance of this system has lagged targets. The Puerto Rico
transportation system has among the highest fatality rate, poorest pavement conditions, and worst costs of congestion
nationwide. Puerto Rico is ranked 51st out of 52 jurisdictions for quality of roads (percentage of roads in poor conditions) and is
ranked 45th out of 52 for congestion of roads2. HTA has amassed over $6B of debt, and has been unable to deliver on its Capital
Improvement Program (CIP) in recent years, despite underutilization of its workforce. Disruptions to the construction market
after Hurricane Maria constitute a major risk that impacts HTA’s ability to deliver on a necessary capital improvement program.
The CIP needs to be regularly evaluated to ensure successful delivery. HTA faces the task of improving performance as the
responsible entity for developing, operating and maintaining Puerto Rico’s toll roads, highway network, and mass transportation
facilities.
▪ The Revised Fiscal Plan provides a roadmap to ensure a successful transformation of HTA. The Revised Fiscal Plan transforms
HTA from an in-house infrastructure developer to an independently governed contract manager to deliver on a $3.1B 3 capital
program while capturing $462M in revenue and expense opportunities. The Plan represents a step change in performance from
the recent past. The governance and operating model must be dramatically transformed to orient around outcomes and efficient
delivery. At its peak, the capital program is expected to increase by >3x as compared to average FY14-18 levels, while delivering
on an Memorandum of Understanding (MOU) with the Federal Highway Administration (FHWA) to improve delivery. Successful
implementation of the Revised Fiscal Plan will ensure HTA is fiscally sustainable, maintains its assets in a state of good repair,
reduces congestion in the system, ensures preparedness for future disasters, and support economic development.
1 Federal Highway Administration
2 Federal Bureau of Transportation Statistics
3 Includes $384M in emergency repairs outsourced to Eastern Federal Lands
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▪ Successfully implementing a comprehensive transportation sector transformation will require HTA to deliver on the following
activities, as detailed in the Revised Fiscal Plan:
― Improving governance and performance management: The Revised Fiscal Plan outlines a strategy to incentivize and monitor
performance across the organization through organizational KPIs to ensure that the leaner organization can deliver its capital
improvement program. The Revised Fiscal Plan also calls for the recruitment and engagement a Board of diversified
professionals to define and implement HTA’s long term strategy.
― Pursuing greater revenue opportunities: The Revised Fiscal Plan details strategies to enhance operating revenues including
toll increases to ensure that purchasing power of revenues keeps up with inflation. The Revised Fiscal Plan further commits to
pursuing discretionary federal funding and ancillary revenue opportunities including in real estate and advertising.
― Achieve greater operational excellence: To optimize operating expenses, the Revised Fiscal Plan requires that certain
contracts are re-bid using Title III processes to be in line with competitive benchmarks. To right-size the organization and
become a best-in-class lean department of transportation, HTA completed early retirement programs (Law 211), and further
workforce transition efforts to reduce personnel costs by 15%. The reduction in workforce needs to be balanced with qualified
and trained staff, appropriate resources (e.g., IT capabilities) and necessary authority to deliver the program. HTA will also
continue to evaluate concession opportunities that create value, and capture pension savings related to the reform of the
Employees Retirement System.
― Delivering on an ambitious capital program: The Revised Fiscal Plan optimizes capital expenditures through improved project
prioritization, enhanced delivery, and soft cost reductions. Delivering the full scope of the proposed capital improvement plan
would require a step-change in performance, increasing disbursements from $212M on average from FY13-FY18 to $526M of
average disbursements from FY19-FY24. The program must further manage regular and emergency repair construction
programs to improve road conditions, safety, and congestion across critical economic corridors
― Reducing traffic to drive economic growth: HTA must complete projects already in progress to reduce traffic and further
advance innovative projects in critical intersections to further promote economic growth and revenue benefits.

Revised HTA Fiscal Plan
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A significant gap remains between HTA’s performance to date and these goals, particularly in enhancing the operating model, growing
revenue streams and delivering on the capital program. Bringing the transformation back on track will require a renewed commitment from
HTA towards: i) fundamentally changing its operating model; ii) securing sustainable revenue streams; and iii) accelerating capital project
delivery
▪ The proposed organizational transformation must be pursued to completion, including making challenging staffing and operational
choices. Rightsizing efforts must be completed to reduce personnel costs by 15% and accompanied by efforts to retain, attract and develop
talent within the organization. Although ~80% of rightsizing savings are on track to be delivered, only 50% of payroll savings will be achieved.
HTA should further consider ways to inject fresh talent into the organization, and build organizational capabilities that will allow it to
effectively manage its outsourced toll operations and capital program.
▪ Enhancements in governance and performance management must be supplemented with greater internal accountability. HTA is behind
schedule for implementation of (1) development of organizational KPIs, (2) recruitment of a Board of diversified professionals to define and
implement HTA’s long term strategy. In addition to accelerating its compliance across those two initiatives, HTA should ensure that all
measures and supporting initiatives have clear HTA ownership and accountability.
▪ HTA must establish and maintain sustainable revenue sources. Only one-off revenue opportunities have been pursued, with lack of
increases in toll fares, while fragility of the toll collection system puts future revenues at risk. Toll fare increases and toll system optimization
must be addressed. By refusing to implement toll rate increases HTA puts $91M of incremental revenue from FY19-FY24 at risk. Events in
FY19 further highlighted the fragility of HTA’s existing toll system, posing a threat to future fine and fare collections. The Revised Fiscal Plan
requires toll optimization and toll rate increases. These two measures alone are designed to generate $166M from FY19-FY24, representing
~45% of State Funds Earmarked For Capex over the same period 1
▪ Efficient and effective delivery of the capital program as planned is paramount to supporting broader economic development. Achieving
the capital program goals will require enhancing HTA’s systems, capacity and capabilities. Delivery of the capital program significant lags
the previous Fiscal Plan targets, with 28% of budgeted funds across all programs for FY19 disbursed to date. HTA’s 2016 MOU with the FHWA
outlines implementation of performance management, information system and capability enhancements that have yet to be completed.
Existing manual, paper-based contract management processes and the fragility of the toll operating system, highlight the risks to HTA’s ability
to effectively manage the capital program and fund its day-to-day operations. A complete revamp of key systems across project management
and payment must be taken with immediate effect. HTA must further ensure robust outcome-based prioritization of its project portfolio to
ensure efforts are focused towards improving road and bridge conditions, reducing congestion and improving safety. HTA must undertake a
programmatic effort to increase internal and market project delivery capacity, and launch project-level dashboards to provide transparency
on condition and performance.
1 Excludes prior year obligated funds of $164M
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capital program disbursements and funding of the Abriendo Caminos program

Budget to Actuals report April 2019
FY 19
Budget
($M)

YTD
Actuals
($M)

YTD
Budget
($M)

Variance Variance
($M)
(%)

Key takeaways

Revenues
Operating revenues1
CW Funding
Federal funding
Abriendo Caminos
Total Revenues

167
179
786
1,133

141
163
124
80
507

137
149
580
866

4
14
(456)
80
(359)

3%
9%
-79%
100%
-41%

▪ Revenues: While operating

Capital Expenditures
Regular Construction Program
Emergency Repair Program
Others2
Abriendo Caminos
Total Capital Expenditure

(430)
(264)
(127)
(821)

(72)
(60)
(12)
(31)
(175)

(323)
(194)
(105)
(623)

251
134
93
(31)
447

78%
69%
89%
100%
72%

▪ Capital Expenditures: HTA has

Operating Expenditures
Payroll and PayGo
Tren Urbano, ITS, and Toll Maintenance
Litigation Reserve, ROW Payments, and other OpEx3
Total Operating Expenditure

(101)
(120)
(66)
(288)

(79)
(86)
(18)
(184)

(83)
(98)
(55)
(236)

4
12
37
53

5%
12%
67%
22%

(1,109)

(359)

(859)

500

58%

24

148

7

141

1930%

Total Expenditures
Surplus / (deficit)

revenues exceed budget with
higher toll fare collections,
negative revenue variance is
due to lower federal funding
from project delays4
disbursed 28% of its budgeted
funds. The agency is 78%
behind YTD on its regular
construction program due to
delivery delays

▪ Operating Expenditure: Lower
than budgeted expenses
driven by lower than expected
litigation reserve, ROW
Payments, and other Opex

1 Includes transit and toll revenues, including toll fines, as well as interest income and proceeds from property sales; 2 Includes ROW, design, local construction, Transit CIP, and Hurricane Loss assessment;
3 Includes professional services, building rent, insurance, and utilities 4 Formula fund receipts are contingent on HTA’s ability to bid & complete projects
SOURCE: HTA April 2019 Budget-to-Actuals
Revised HTA Fiscal Plan
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Fiscal Plan year-to-date projections by 72% as of April 2019

FP disbursement target

Federal ER

Abriendo Caminos

Transit CIP

Other Expenses

Federal construction

State construction

State ER

Hurricane Loss Assessment

CIP disbursements $M
YTD actuals vs. budget by program

YTD actuals vs. budget, cumulative monthly disbursements

YTD actuals

650

600

Federal Construction

Unbudgeted expenditure

Unutilized FY19 budget authority

62
(16%)

392

550
500
State construction

450

11
38
(28%)

-72%

400
350

Emergency Repair

60
(23%)

264

300
250
-76%

200

175

150
100

50
0

-86%
11

19

45

60

72

97

118

Others

12
(9%)

127

145
Abriendo Caminos1

July Aug Sep Oct Nov Dec Jan Feb Mar Apr

Total

Revised HTA Fiscal Plan
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▪ While disbursements significantly under-performed budget in FY19, efforts focused on contract awards to accelerate future delivery
▪

During FY18Q4, HTA engaged FHWA to develop a prioritized set of projects. These projects required development through the preconstruction phases and were planned for bid in FY19

▪

During the first two quarters of FY19, several projects in construction were delayed due to a variety of project-related issues,
including lack of materials and labor availability and approvals and oversight from within HTA

▪

The disbursements in FY19 Q1 and Q2 were well below target. FY19Q3 increased in disbursements and value of awarded projects

▪ Disbursements are projected to increase in FY20 given the increase in awards. Awards are a leading indicator for disbursement levels.
Disbursements typically lag awards by several months, depending on the size and type of the projects. Efforts to increase disbursements
must continue to focus on expediting project delivery and accurate and timely contractor payments, pursuant to the FHWA MOU.

Recent and Forecast Contract awards and disbursements, FY11-20, $M

$350

Construction Contracts Awarded

Disbursements to Construction Contractors

Forecast Awards (FY 19/20)

Forecast Disbursements (FY 19/20)

$300
$250

$200
$150
$100
$50
$0
FY11

FY12

FY13

FY14

FY15

FY16

FY17

FY18

FY19

FY20

The above graph does not include disbursements for Abriendo Caminos 1, which includes $45M of disbursements in FY19 and $34.5M in FY20
Revised HTA Fiscal Plan
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impact considered on track, 62% at risk, and 21% not implemented

Increase revenue

Enhance
org

Fiscal measure
1

Enhance board
composition

Rollout organizational
2
KPIs

-

(0.5)

-

-

3

Increase tolls on
existing roads

-

7.3

4

Increase discretionary
funds

-

3.7

(0.3)

2.6

4.0

0.8

-

18.0

5 Toll optimization

6

Capture ancillary
revenue

7 Optimize CIP
8 Rightsizing

Optimize expenses

FY19 $M
Projection Target

(6.4)

(2.9)

9 Pension reform

-

-

10 Xmas bonus

-

0.8

11 Contract re-bid

5.2

3.4

12 Early exits1

2.5

2.5

13 Traffic reduction

-

-

14 Concessions

-

-

Total

5.0

35.7

On track

Delayed

Not implemented

Status
Key Takeaways

▪

▪

▪

Organizational enhancements
– On track: HTA has introduced updated organization-wide KPIs
– At risk: Efforts to enhance board composition are underway
but behind schedule by ~7 months
Revenue increase
– On track: HTA’s implementation of capturing ancillary revenues
is above target, achieving $4.0M against $0.8M goal for FY19
– At risk: Though HTA has begun implementing measures to
secure discretionary funds and optimize tolls, the agency has
not captured a projected $6.3M in increased revenues
projected for FY19 due to delays and performance issues
– Not implemented: HTA has not implemented increased Toll
Rates foregoing an additional $7M of fiscal impact in FY19
Expense optimization
– On track: Re-bidding of contracts and early exits have resulted
in $7.7M of positive fiscal impact in FY19, ~$1.6M better than
expected $5.9M
– At risk: HTA has had initial success with rightsizing and has
begun implementing CIP optimization and concession
measures, but has not yet captured the fiscal impact of these
measures due to delays and performance issues
– Not implemented: HTA continues to payout Xmas bonuses,
foregoing $0.8M in fiscal impact in FY19, and has not
implemented pension reductions

Revised HTA Fiscal Plan
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FY19 $M
Fiscal Measure

Description
•

1

3

4

•
•

Increase transparency around
safety, asset quality congestion and
customer welfare, and capital
program delivery through
performance measurement and
tracking

-

•

Increase rates on roads with existing
tolls with a tiered CPI catch-up

-

7.3

•

Toll rates have not been increased. This Plan reinforces the importance of this fiscal
measure. Estimated fiscal impact projections have been updated in the revised fiscal
plan to reflect revisions to CW macro projections and FY19 actuals.

•

Secure an increased share of
discretionary and recovery grants to
support CIP, STIP, and strategic
project expenditures

-

3.7

•

HTA identified an initial list of 12 possible grant funding opportunities and is
pursuing them as appropriate
Initial CDBG-DR and INFRA Grant applications have been submitted, and HTA is
currently awaiting updates on the status of these applications
HTA has identified priority bridge reconstruction projects for funding under the
CDBG-DR program as illustrative approach to achieve fiscal impact with this measure

Enhance Board
Composition

Rollout
Organizational
KPIS

Increase rates on
existing tolls

Increase
Discretionary
Funding

(0.5)

•
•

-

•
•
•

•
•

•
Toll Optimization

Key Updates

-

•

5

Target

HTA will establish a new board of
directors, which includes four
industry expert board members
who guide HTA’s decision-making
and long-term planning and three
other members who are important
leaders in the transportation sector
in Puerto Rico

•
2

Projection

HTA will make improvements to
processes and controls to
collect owed revenue and reduce
operating costs on existing toll
roads

(0.3)

2.6

•
•
•
•

The Government has developed draft legislation, which is being reviewed
HTA requested and received initial proposals from executive search firms to locate
qualified board candidates
HTA will identify board members and submit to the legislature along with the
proposed legislation to support approval
Upon final approval from the legislature, the legislation will be submitted to the
Governor for approval
Executive KPIs have been developed for fiscal plan reporting and are currently
reported monthly to FOMB
Improved reporting for capex has been developed, and will be deployed in future
CIP, construction and pre-construction reporting
Additional KPIs around performance management and organizational effectiveness
have been incorporated in the revised FP.

Measure originally intended to reduce fine collection costs through improved open
road tolling systems that was expected to reduce violations
HTA has since terminated its incumbent toll operator in light of severe underperformance (collection rates declined from 60% in FY15 to ~14% in FY19)
HTA has expanded the scope of the operational and capital needs of the toll
optimization measure in this Fiscal Plan
HTA is currently planning rollout of a revamped tolling system, including RSS2 and
CSS / BOS3, which HTA believes will improve toll operations and violations collection
performance

1 HTA’s proposed Fiscal Plan no longer includes measures from the June 2018 Certified Fiscal Plan which have been fully implemented (e.g. Early Exits). Savings achieved to-date are presented within the baseline
of the fiscal plan.
2 Road-side system
3 Customer Service System / Back-Office System

Revised HTA Fiscal Plan
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FY19 $M
Fiscal Measure

Description
•

6

Capture Ancillary
Revenue

Increase revenue from non-toll, nontransfer sources including but not
limited to advertisement revenues, real
estate dispositions.

Projection
4.0

Target
0.8

Key Updates
•
•
•

•

7

CIP Optimization

Improve project prioritization approach
and institute best-practices for project
delivery to optimize CIP – for example
project management approaches,
contractor incentives (e.g.,
ratings/bonuses), and contract
structures (passing on delivery risk)

-

18.0

•
•
•
•
•

•
8

Organizational
Restructuring

Undertake organizational restructuring
program including voluntary transition
incentives to reduce headcount and
optimize organizational structure to
achieve 15% in payroll savings

(6.4)

(2.9)

•
•
•

9

10

•

Reduce pension contributions by 10%,
effective from FY21 in line with
Commonwealth wide target

-

-

•

Maintain benefits at $125 per
employee per month for employees
without pre-existing conditions, and
$450 per employee per month for all
other employees

-

-

Pension reduction

Health Benefit
Savings

HTA has sold more than $3.1M in assets during FY 2019, while another $870K in
assets are currently pending sale
Property sales are currently projected to exceed fiscal plan targets by 400% in FY
2019
HTA is currently identifying resources required for optimization of advertising
strategy
HTA has experienced delays in disbursements associated with its capital program
due to an ambitious CIP in the June 2018 Certified Fiscal Plan
Market conditions suggest inflation has increased the costs associated with the
capital improvement program
HTA has conducted a market study which indicates that the Puerto Rican
construction market may have insufficient ability to absorb the investments
outlined in the previous CIP. HTA has updated its CIP based on these conditions.
HTA expects to award $321M during calendar 2019. This should result in the
award of over $550 million in construction contracts for the 2-years combined
Fiscal impact to be achieved through a mix of project prioritization, delivery
improvements and soft cost efficiencies

HTA has successfully implemented two rounds of Voluntary Transition Programs,
with a total of 334 employee transitions to-date
HTA continues to pursue further opportunities to optimize its organizational
structure, and has made significant reductions in its planned outsourcing
expenditures
As HTA reduces headcount, it is pursuing organizational restructuring to
maintain and improve effectiveness

•

Initiative will be implemented in FY21

•
•

New measure identified within this Fiscal Plan
Total fiscal impact of $3M per annum, capping benefits at $125 per employee
per month for employees without pre-existing conditions, and $450 per
employee per month for all other employees

1 HTA’s proposed Fiscal Plan no longer includes measures from the June 2018 Certified Fiscal Plan which have been fully implemented (e.g. Early Exits). Savings achieved to-date are presented within the baseline
of the fiscal plan.
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FY19 $M
Fiscal Measure

Description
•

Xmas bonus
11
elimination

•
12 Contract Rebid

13

-

Pursue improved contract terms on
major operating contracts in order to
achieve reductions in total operating
costs without reducing service.

5.2

0.8

Key Updates
•
•

3.4

•
•

HTA will pursue opportunities to
reduce the negative impacts of
congestion through the
implementation of Dynamic Toll Lanes
and Viaducts improvements in critical
intersections as well as signaling
system optimization

-

-

•

Evaluate concession opportunities for
PR-52 and other roads
Concessions on key routes could
present HTA an alternative operational
model and attract private investment

(0.1)

(2.5)

Congestion
Management

Concessions

Elimination of Xmas bonus in line with
the Commonwealth Fiscal Plan

Target

•

•
14

Projection

HTA did not implement this measure in FY19 and continued to pay Xmas
bonuses in December
This Plan misses fiscal impact target

HTA analyzed and successfully renegotiated one major operating contract with
$3.5M in estimated annual savings, exceeding targets of the Fiscal Plan
Remaining contract renegotiations are expected to begin in FY20-21

Congestion relief (CR) includes three components, the DTL, critical Intersections and
traffic signal optimization:
• Measure impacted by 1-year delay of BRT revenue associated with revised DTL
timeline and removal of viaduct or flyover tolling revenue2
• DTL construction
– Contracts worth $147M in construction and $35M in the bidding pipeline
– Expected opening of dynamic toll lanes, with estimated annual revenues of
$6M, in the Fall of 2020 and BRT in late 2022
• Critical Intersection projects
– Traffic analysis and cost benefit analysis were used to establish priorities
and a preliminary project list was developed
– Conceptual designs have been completed and contracting for preliminary
design of projects is underway
– Preliminary disbursement schedule was developed for this initiative

•
•
•
•

HTA has identified third-party technical, commercial, and financial advisors and
has developed their associated scope of work
Development of alternative concession models is in progress
HTA is in the process of evaluating concession alternatives within the constraints
of Fiscal Plan and determining the feasibility and desirability of preferred
concession model vs. outsourcing initiative
Workstream expected to be finalized during FY20

1 HTA’s proposed Fiscal Plan no longer includes measures from the June 2018 Certified Fiscal Plan which have been fully implemented (e.g. Early Exits). Savings achieved to-date are presented within the baseline
of the fiscal plan.
2 HTA deemed the tolling revenue associated with these projects was not enough to justify increased CIP investments and diminished congestion reduction
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Mission

Vision

Lead Puerto Rico towards economic development through an
efficient transportation network, safely and in accord with the
environment, while procuring the delivery of excellentservice

Develop and promote an integrated transportation network that, along with
a highway infrastructure and service delivery, will facilitate the economic
development of Puerto Rico in harmony with theenvironment

About HTA

▪ HTA is a public corporation founded with the purpose of continuing the government’s effort of providing the public with the best highways, easing the flow of
vehicles, and minimizing the risks and inconveniences that traffic congestions may cause
▪ HTA is charged with constructing, operating, and maintaining Puerto Rico’s toll road network, major highways and mass transportation facilities, which are
financed by revenue bonds, federal grants and specified tax revenues
▪ The Puerto Rico State Highway Network consists of a total of 4,605miles:

Breakdown by type of Road:
Toll Roads (incl. PR 22 & 5) –
185.6 miles
Primary Roads (incl. Urban) –
986 miles
Secondary & Tertiary Roads –
3,434 miles
Total = 4,605 Miles

Revised HTA Fiscal Plan
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HTA: An Evolving
Mission

▪

▪

HTA falls under DTOP’s
umbrella through the
Reorganization Plan Num 6,
conceding its powers and
duties to the Secretary
Integration of the mass
transportation sector
through the successful
establishment of exclusive
lanes project for AMA buses
is put in place

The Secretary of DTOP
grants the name
Highways and
Transportation Authority
through Law 1, becoming
the principal promoter
and administrator of mass
transportation public
policies

1971
1991
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The construction of
Teodoro Moscoso
Bridge is completed,
becoming the first
highway privatization
project in PR and the
US with an investment
of $126M

▪

▪

Toll Credits were implemented to
benefit HTA by using the credits to
substitute the required local share on
future Federally aided projects
Law 41-2014 amended the Organic Act
of HTA to vest its powers in a Board of
Directors

1994

2014 ▪
Law 207 vests the Authority with the
power to directly invest in the
development of parcels around train
stations or any special district

▪

▪

▪

Desc:

Hurricane Maria hits Puerto Rico,
causing widespread damage to
infrastructure, including prolonged
power outages, damage to toll
facilities, roads, and bridges.
Economic impact of Maria decreases
tax and toll revenues, worsening
HTA’s fiscal standing.

Puerto Rico Oversight
Management and Economic
Stability ACT (PROMESA)
becomes effective
Memorandum of
Understanding (MOU) is
signed by the PRgovernor
and US Dept. of
Transportation

September
2017

HTA establishes capital
improvement delivery
agreement with Eastern
Federal Lands toimprove
timing and maximize
impact of Federal
Emergency Dollars

2019

2000
2016

1965
Creation of the
Puerto Rico
HighwayAuthority

1990
Through Law 4, the Authority is
empowered to implement P3 contracts
with private entities for the
construction, operation and
maintenance of highways, bridges,
avenues and any other traffic
installation

1998

2011

HTA approved resolution 98-06
which included a change in the
definition and name of “Traffic
Facilities” to “Transportation
Facilities.” Under this new definition,
Tren Urbano and other transit
facilities are included

Concession Agreement
granted to Autopista
Metropolitana de PR, LLC
to operate and maintain
highways PR- 5 and PR22

April
2017
HTA files certifiedfiscal
plan under PROMESA

2015
ExecutiveOrder
2015-046
enables central
government
retention of
revenues
previously
allocated to HTA

Revised HTA Fiscal Plan

July
2017
Initial HTA fiscal
planfiled

May
2017
FOMB files petition
for relief under Title
III of PROMESA on
behalf of HTA (see
next slide)

June

2018
FOMB Certified Fiscal
Plan established a
path forward for HTA
including cost savings
initiatives and
organizational
restructuring
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▪

The Puerto Rico Oversight, Management, and Economic Stability Act (PROMESA) establishes a process
for the restructuring of debt towards sustainable levels but not before the certification of its Fiscal Plan by
the Oversight Board. HTA has commenced a potential restructuring under Title III of PROMESA and will
continue to work with all the federal agencies (including FTA & FHWA) as partners throughout the Title III
process in order to achieve our common objectives.

▪

HTA receives about $158.8M per year from FTA and FHWA. Conditions of this funding require that the
grantee demonstrate specific and well-defined technical, financial and organizational capabilities.
There are federal requirements associated with continued operation and disposition of grant-funded
assets that constrain HTA’s flexibility to someextent.

▪

FTA and FHWA agreements require continued operation of grant-funded assets, limiting HTA’s options
for reducing operating costs related to programs which relied on central government revenue which
has since been retained

▪

HTA recognizes that its continued partnership with Federal partners, including FHWA and FTA, is critical to
the continued development of the Commonwealth’s transportation network and the health of Puerto
Rico’s economy. HTA will continue to work collaboratively and inclusively with federal agencies to ensure it
meets all federal fundingrequirements.

▪

HTA has been in active discussions with FHWA to reprioritize its capital improvement program to address
the impact of Post-Maria on the construction market, as well as to address capacity enhancement outlined
in the 2016 MOU. These discussions have also addressed consulting other state level transit agencies and
federal entities operating in Puerto Rico to advance the execution of the CIP.
Revised HTA Fiscal Plan
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Desc:

HTA receives federal funds from two agencies, the Federal Transit Administration (FTA) and the Federal Highway Administration (FHWA). This funding requires a grantee to
demonstrate that it has specific and well-defined technical, financial, and organizational capabilities.

Agency
Description

Grantee
Compliance
Requirements

FHWA
Agency within the U.S Department of Transportation responsible for
administering the federal-aid highway program and highway
transportation programs of the Department ofTransportation

FTA
Provides financial and technical assistance to local public transit systems, including
buses, subways, light rail, commuter rail, trolleys and ferries. The FTA also oversees
safety measures and helps develop next-generation technology research

According to 23 U.S.C. § 302 and Title 23 of the Code of Federal
Regulations, any state needs to be suitably equipped and organized to
discharge to the satisfaction of the Secretary the duties required by this
title. In the following areas:

To become a grantee of FTA, HTA is required to meet the following minimum
criteria:

▪
▪
▪
▪
▪
▪
▪

Payment procedures
Planning/Environmental
Design- Highway Standard/ Design Criteria
Construction and Contracting ProceduresTransportation Infrastructure ManagementMaintenance- Properly Maintenance all Roads
Right of Way and Environment

Non-compliance with federal laws and regulations or diversion of
highway revenues may resultin:
▪ Suspension of funding
Risks of NonCompliance

▪ Lack of maintenance and essential services that will cause
highways to deteriorate
▪ Transportation of goods and emergency services will be hindered
▪ HTA and FHWA are currently operating under a
memorandum of understanding (MOU) which stipulates
requirements to maintain federal funding.

Max Available
Funding1

$138.8 million/year

▪
▪
▪
▪
▪
▪

Legal Capacity
Technical Capacity
Proven Financial Capacity
Disadvantage Business Enterprise
American with Disabilities ActCompliance
Title IV (Civil Rights) 48 U.S.C §5301 et seq.

The default of HTA with any of its obligations (mainly bond debt) may trigger
questions as to its financial capacity leading to a potential loss of federal funds. If,
during the useful life of the property, the recipient unreasonably delayed or failed to
use the federally assisted property for its originally intended purpose, recipients
may be required to return the entire amount of federal assistance spent on the
award or federally-assisted property. However, this Fiscal Plan is designed to
mitigate this risk by closing any operational financial gap for the six-year period,
subject to the realization of projected revenues, fiscal measures, and fund transfers
from both Federal and PR Governments.
$20 million/year

1 Maximum available funding represents annual Congressionally authorized funds for assisting States in the design, construction and maintenance of the Nation’s highway system and does not include emergency
reconstruction grants. Maximum available funding may not equal that of obligated funds and/or actual expenditures. Includes $3.8M return from PR Transit Safety Commission and does not include penalty for
National Minimum Drinking Age (23 USC 158) which if established would increase the annual allocation by nearly $10M
SOURCE: Title 23 United States Code (USC) and Title 23 Code of Federal Regulations (CFR)

Revised HTA Fiscal Plan
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Priority FHWA Case:20-00005-LTS
requirementsDoc#:1-11
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Desc:
NOT EXHAUSTIVE

Requirements1

Potential penalties / remedies

▪ Periodic reporting on the baseline and status ▪ Funding penalties to be applied when these
Transportation
Performance
Management
(TPM)

▪

of various initiatives regarding safety,
pavement and bridge conditions, system and
freight performance, traffic congestion, or
emissions
Example: No more than 5% of pavement can
be classified as in Poor condition

▪ Develop plans to address deficiencies in
Memorandum
of
Understanding
(MOU)

▪

Federal Aid billing, toll accreditation,
organizational capacity development, and
expediting project delivery
Status reporting to FHWA to receive
guidance

▪

conditions are not achieved
Example: When pavement targets are not met,
State DOT must obligate NHPP and transfer STP
funds

▪ Failure to meet conditions can lead to
discontinuation of funding, or in some cases,
discontinuation of the ability to administer the
States Federal Highway Program

▪ States with federally funded major programs ▪ Auditee must issue a corrective action plan for
provide reasonable assurance that
compliance requirements are met and that
the Financial Statements are fairly presented

Single audits

Tolling
Revenue and
Credits

▪ Funds received from tolls / concessionaires
▪

to be used for Title 23 eligible costs
Balances of toll credits to be accounted and
utilized over time

1 HTA will work with FHWA and FOMB to address these requirements and transactions going forward
Revised HTA Fiscal Plan

each significant finding and material misstatement. Auditee may result with a High Risk
designation if findings aren't mitigated

▪ Failure to meet Federal Requirements may
result in the retention of grant reimbursements
and halt the use of toll credits for state match
on Federal Highway and Transit projects
20

Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
MOU between Case:20-00005-LTS
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Desc:

A Memorandum of Understanding (“MOU”) between HTA and the US
Department of Transportation FHWA, signed on February 29, 2016
identifies targeted improvements required by HTA in order to maintain
federal funding eligibility.
FHWA MOU Requirements are divided into four separate objective areas,
each with several goals:

MOU’s Objectives:
• FEDERAL-AID BILLING PROCEDURES
Paying all contractors within 40 days of receipt of invoices.

• TOLL CREDITS
Improve management and utilization of Toll Credits Program.

• ORGANIZATIONAL CAPACITY DEVELOPMENT
Transform HTA through an Organizational Capacity Initiative.

• EXPEDITING PROJECT DELIVERY
Develop a plan of action & schedule for recovery of delayed projects. Procure improved
systems such as email, project management and finance systems.

Additional Information on HTA’s MOU implementation are available in Appendix B
Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
In January 2018,
before reorganizing,
a total head count of 1,283
Exhibit KHTA
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Secretary’s Office
14

Citizen
Service
Office
10

Property
Administration
Office
15

Communic.
Office
17

Civil Rights
Office
5

Legal
Advisory
Office
19

Internal Audit
Office
16

Executive
Director’s
Office
9

Internal
Security
Office
4

Federal
Coord.
Office
10

Federal
Liaison
Office
4

Finance &
Administration
Directorate
138

Integrated
Transport
Directorate
18

Executive
Assistant
Director

Infrastructure
Directorate
749

Project
Development
and
Construction
Emphasis on
Capital
Improvement
Program

Traffic and Toll
Roads
Directorate
204

HR & Labor
Relations
Directorate
51

Operations
and
maintenance
of toll roads

Contract
management
of outsourced
transit
operations

Special relation between advisory offices that directly report to the Secretary and, at the same time, provide
services and advice to the Executive Director

Going forward, HTA will establish a new
organizational chart that reflects the achievements
of the organizational restructuring program to date.

Special relationship of counseling and coordination between offices or areas
Special relation between administrative and finance phases

SOURCE: January 2018 HTA roster, HTA Human Resources; discussions with HTA executives and its consultants
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
HTA had reduced
headcount fromExhibit
1,283
to 893
January 2018 and January
K Page
24 of between
137
2019 through two rounds of voluntary transition programs and natural attrition

HTA headcount:
1,283 employees

Certified Fiscal Plan establishes
voluntary transition programs
(VTP) and initial structure

VTP I

VTP II

HTA headcount:
893 employees

Jan 2018

Jun 2018

Sep-Oct 2018

Nov 2018

Jan 2019

297 HTA
employees depart

37 HTA
employees depart

Jan 2018-Jan 2019 additional net
attrition of 56 HTA employees
The HTA 2019 fiscal plan update, filed in April 2019, leaves open the possibility of additional voluntary transition programs

SOURCE: January 2018 and January 2019 HTA rosters provided by HTA Finance Team
Revised HTA Fiscal Plan
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Before Maria, Puerto
Rico’s road Exhibit
system
was
underperforming
in nationwide
K Page
25 of
137
Top state
highway KPIs, compared to other states

2

Bottom state2

Performance Metric

Description

1 Fatality Rate

Ratio of total number of
fatalities per 100m annual
Vehicle Miles Travelled (2016)

% Pavement in Good
2 Condition – Interstate
(IS)

Pavement rating with an IRI
value of less than 95 or Good
condition (2016)

% Pavement in Poor
3
Condition - IS

Pavement rating with an IRI
value greater than 170 or
Poor condition (2016)

4

% Pavement in Good
Condition - Non-IS

% Pavement in Poor
5
Condition - Non-IS

6

Bridge Area Condition
(NHS)

Pavement rating with an IRI
value of less than 95 or Good
condition (2016)

Pavement rating with an IRI
value greater than 170 or
Poor condition (2016)

Metric Results1
1.92
+64%
PR

1.17
US
81%

-86%

11%
PR
21%

+772%
PR

-99%

97%
2%

US
2%
US
81%

1%
PR

1.86
0.63

49%
0%
97%

2%
US

68%
+594%

% of total bridge deck area
classified as in poor condition
(2016)
+137%

10%
PR

US

9%

4%

PR

US

84%
1%

24%
0%

▪ National Safety Goal
on is to have a
significant reduction in
the fatality rate, while
target is set by state at
1.85 for fatalities by
2018
▪ National goal is to
maintain the highway
infrastructure asset
system in a state of
good repair
▪ HTA will monitor
performance against
these key metrics, and
strive to make
improvements in road
and bridge conditions
and safety within its
budgetary constraints

1 Compares Puerto Rico’s performance vis-a-vis the United State median calculated across all states and DC in a pre-Maria context (2016 data) 2 Includes states and DC data points for ranking purposes
SOURCE: https://www.fhwa.dot.gov/policyinformation/statistics/2016/fi30.cfm; https://cdan.nhtsa.gov/SASStoredProcess/guest#;
https://www.fhwa.dot.gov/policyinformation/statistics/2016/hm64.cfm; https://www.fhwa.dot.gov/bridge/nbi/no10/condition16.cfm
Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
Impact of Hurricane
Maria on HTAExhibit
Operations
K Page 26 ofand
137 Finances

▪

Infrastructure Damage: Roads, bridges, were damaged in the
hurricane, and major projects were delayed due to the temporary
realignment of resources towards recovery. HTA was unable to
execute planned capital improvements, focusing instead on
emergency repairs to bring infrastructure back online.

▪

Public Transit Damage: Several Tren Urbano (TU) stations
were damaged by Maria, with limited service returning in late
December

▪

Revenue: Revenue from operations were severely depleted in the
wake of Hurricane Maria. Toll plazas were damaged or left without
power, TU and several bus lines were left temporarily inoperable,
and both traffic and ridership were greatly reduced.

▪

Economy: Hurricanes contributed to greater-than-anticipated
economic decline, leading to a long-term reduction in
revenue, traffic, and ridership

▪

Insurance and aid: FEMA grants and insurance proceeds are
expected to partially finance some capital improvement projects
necessitated by Maria’s damage, and offset some of the negative
economic impact of the storm
Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
Hurricane Maria
caused an estimated
$206M
damages to HTA’s non-highway
Exhibit K
Page 27in
of 137
assets, some or all of which may be covered by FTA ER Grants and insurance
HTA is pursuing three grants to recover the estimated $206M in damages to Tren Urbano:

Total w/ contingencies $M

Grant 1: Emergency Repairs and Partial Emergency Repairs
▪

Response and Recovery before 6/17/18 ($4.67M): HTA has submitted this grant requests, which is
pending final stages for award

▪

Response and Recovery after 6/17/18 ($24.9M): FTA has jointly reviewed most of these expenses and
confirmed eligibility. Grant application pending full review of expenses and application of property
insurance disbursement of $1.5M.

30

Grant 2: Permanent Repairs1
▪

Rebuilding Estimates ($140.4M): HTA has worked with FTA to add this grant with current estimates to be
revised upon engineering services completing a scope of work. Eligibility confirmation pending
completion of emergency repairs grants.

140

Grant 3: Resiliency Projects2
▪

31

Resilience Projects ($31.2M): HTA must select which transportation related projects will be
included and submit a final list for joint discussion and eligibility evaluation by FTA

Non-FTA Reimbursable
▪

Business Interruption Income3 ($2.5M)

▪

FTA Preventative Maintenance Grants ($2.6M)

Total4
1 The above rough order of magnitude cost are based on estimated damages, including latent defects. A final cost evaluation to meet current construction codes
and/or state-of-good repair status will require further evaluation and may result in changes to referenced damage estimate costs.
2 Subject to FTA project eligibility revision. Additional details on planned grant applications are available within the Transit CIP.
3 Limited service observed in the period covering from December 19, 2017 to May 20, 2018
4 Insurance and aid: FEMA grants and insurance proceeds are expected to partially finance some capital improvement projects necessitated by Maria’s damage, and
offset some of the negative economic impact of the storm.
Revised HTA Fiscal Plan
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Damage to theCase:20-00005-LTS
Highway network
estimated
atof~$596M
Exhibit
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Desc:

Puerto Rico’s highways suffered significant damages following Hurricane Maria. As of February 2019, HTA estimated that repairs would cost a
total of $596M1 across 1,175 Detailed Damage Inspection Reports (DDIRs). Over half of the total spend will go towards repairing collapsed
roads, with another 20% going towards bridge repair and reconstruction.
Not included in DDIR

Percent of budgeted repair cost by category, $M
$596M
380.0
(64%)

119.7
(20%)
Roadway collapse

Bridge
reconstruction
and repair

58.9
(10%)

27.2
(5%)

4.3
(1%)

5.9
(1%)

Traffic signs
and safety

Traffic signals and
communications

Wireless
Communications

Lighting system

Local emergency repair program2

Total spend by federal and local funds4 $M

~38
Estimated soft costs
and contingencies

Federal emergency repair program2

EFL3

634

241
65
2
FY19

64

116

26
FY20

1
88

121
75

4
42

FY21

138
106

3
29

FY22

122
FY23

18
104

72
FY24

72

8

385
FY19-24

1 Excluding soft costs and contingencies
2 Amounts retained in HTA's books only
3 $385M in Emergency Repairs outsourced to Eastern Federal Lands (not in HTA's books)
4 Includes soft costs and contingencies

Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
Update on Hurricane
Recovery Efforts
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Desc:

Complete
In progress

▪ Complete comprehensive
damage assessment and
collect information for
emergency grants:
− Assessed Road Network,
Identified $596M in
damages
− Assessed Transit,
Identified $206M in
damages

▪ Submit requests for
additional grant funding
and complete insurance
claim process:
− FHWA, FEMA, FTA, CDBGDR: Initial claims made for
disaster relief funds
− Insurance claims
submitted. Some initial
funds received.

▪ Establish organizational
structures required to
properly apply grant
funding:
− Developed internal capacity to deliver expanded
capital programs
− Established Strategic
Partnership for funds
execution with Eastern
Federal Lands

Revised HTA Fiscal Plan

▪ Deploy recovery funds for repair and
recovery, and establish a timeline to
normalize operations:
− HTA estimates a total of $191M in
direct ER spending (highway network),
$80M in direct ER spending (transit)
and a total of $384M EFL ER spending
during the Fiscal Plan period
▪ Ensure processes efficiently and
accurately seek reimbursements of ER
costs
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Coordination with
Eastern Federal
Lands
Highway
Exhibit
K Page
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▪ HTA has signed two Memorandums of Understanding (MOU) with Eastern Federal Lands Highway Division (EFLHD), a division
of FHWA, for EFL to manage the permanent repairs associated with landslides, signage, safety devices and replacement of
modular bridges as part of the Emergency Relief (ER) Program funding
1. Construction Engineering and Inspection (CEI) services for active emergency repairs within the Federal-Aid Highways
2. Improvements to Puerto Rico’s roads as part of the permanent repairs, prioritizing roads still affected by landslides or
washouts.
▪ EFL will bring additional resources and capabilities to the recovery efforts, while HTA maintains an aggressive highway
reconstruction program, congestion management initiatives and the execution of discretionary grant projects

▪ HTA is transferring responsibility for execution of many ER projects to EFL, resulting in $385M in hard costs being removed from
HTA books from FY19-24, as depicted below. The additional funds needed for the execution of the second MOU will depend
upon future authorizations and appropriations from Congress for the ER Program.
▪ HTA will retain approximately $191M in costs on its books related to ER projects:
― Federal Emergency Repair Program: $183M
― FEMA cost match: $8M
▪ HTA is developing performance metrics for the EFL work and will designate a point of contact for EFL and receive monthly
progress updates to oversee and manage the performance of the work
Projected disbursements from EFL, FY19-24, $M
72

385

FY24

Total

104

106
75
2

26

FY19

FY20

FY21

FY22

FY23

1 Future-year expenditures subject to change based on congressional appropriations. Above schedule provided by EFL.

Revised HTA Fiscal Plan
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Desc:

III. INFRASTRUCTURE AGENDA

Revised HTA Fiscal Plan
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Infrastructure Agenda:
Summary Exhibit K Page 32 of 137

Desc:

▪ Objectives: In the Revised Fiscal Plan, HTA sets a highly ambitious infrastructure agenda to improve the condition and
▪
▪

▪

▪

▪

performance of Puerto Rico’s transportation network to improve economic growth across the island
Challenges: In FY19, HTA has delivered only 28% of the budgeted capital program outlined in the June 2018 Fiscal Plan.
HTA identified two categories of core challenges affecting delivery: (1) market constraints due to factors such as labor
shortages and inflation; and (2) organizational capability gaps and inefficiencies due to a lack of agility.
Renewed approach: HTA has committed to optimizing effectiveness and impact of its capital program by:
1. Developing an investment prioritization approach;
2. Integrating best-practices in CIP delivery; and
3. Ensuring continued maximization of federal funding from FHWA and FTA1
HTA undertook a multi-month process to update its CIP with a new disbursement schedule and prioritized projects. To
mitigate the delivery challenges experienced to date, HTA identified and is pursuing three categories of action to
optimize project delivery:
– Improved prioritization: Planned projects for the Revised Fiscal Plan Period will focus on highway safety projects,
congestion relief, the improvement of existing infrastructure, and the improvement of buses and the TU train system
– Process improvement: New internal processes and training will be instituted including increasing transparency
– Federal resourcing: Outsourcing the Emergency Repair program to Eastern Federal Lands and maximizing the
obligation of Federal funding to support economic growth
HTA expects to execute a capital program of $558M in FY20 — $251M in Federal Construction, $210M in State
Construction, $82M in ER, and $15M in other construction—a significant increase over the capital program in the June
2018 Fiscal Plan. The initial years of the Revised Fiscal Plan capital program reflect project disbursement schedules from
existing project pipeline, while outyears assume a level of investment required to maintain the system in a state of good
repair. The program objectives remain to significant improve safety, asset quality and performance.
Ongoing mitigation of implementation risks: Existing conditions in the construction market may affect the
implementation of the CIP as envisioned by HTA for FY2020. HTA will closely monitor market response and will provide
prompt and adequate notice of how such market conditions are affecting the CIP and what measures need to be taken
in response thereto to minimize the effects.

1 HTA obligates as much federal funding as possible to support economic growth. The current federal match is 80.25% of project costs for eligible projects, with the state matching 19.75% (exception: 100% for
emergency relief). Currently, HTA uses toll credits to cover the spend requirements of the state match.
Revised HTA Fiscal Plan
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HTA Baseline CIP
Summary (FY19-24)
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Desc:

In order to maintain its assets in a state of good repair, comply with federal requirements, and invest in critical economic development projects, HTA
estimates that it will need $2.7B2 of capital expenditures (not including capex optimization measures), from FY19 to FY24, of which:
▪ $1.1B is for FHWA Construction Projects1
▪ $1.1B is for Non-Federal Construction Projects, including Hard and Soft costs
▪ $241M in Federal Emergency Revenues is restricted to Federal Emergency Repair Program
▪ $385M in Eastern Federal lands emergency spending, which is not on HTA’s books, but is presented below for comparison purposes
During the six-year period, HTA’s CIP expenses exceed revenues by $553M. This deficit will need to be funded by operating revenues or allocations
from Central Government.
FY19-24 CIP: Revenues and Expenses, $M
295

60
277

EFL

Expenditures

Funding

20

385
241
1,143

1,043

533

786
99
385

241

8

185
-507

FHWA Funds1

State Funds
Earmarked
for Capex

Federal
Emergency
Revenues

Transit funds

Construction
Local

Non-Federal
Construction
Soft Costs

Right of Way

FHWA
Non-Federal
Construction Construction
Spend Projects
Projects

FHWA
Construction
Soft Costs

Federal
Local
Transit CIP
Deficit
Emergency
Emergency
Repair
Repair
Program
Program
1 Amount shown for FY19-24 is greater than $138.5M FHWA allocation to HTA due to undisbursed but allocated funds from previous fiscal years that are expected to be disbursed over this period. Level of federal
funds subject to FHWA requirements as previously outlined in the Revised Fiscal Plan
2 Excluding EFL
Revised HTA Fiscal Plan
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Overview of CIP
Update Process Exhibit
(1/2) K Page 34 of 137

Desc:

HTA’s updated CIP prioritizes projects based on road metrics and data, with a goal of programming projects based on the
level of impact provided to the people of Puerto Rico
The CIP in the April 2018 Fiscal Plan, which was not updated in the June 2018 Certified Fiscal Plan, included high level
delay estimates due to Maria. A comprehensive revision was not completed at the time due to insufficient data and HTA’s
capital planning staff capacity.
The revised CIP is still a preliminary document given FHWA requirements, inflation, and the post-Maria market conditions
create an uncertain environment for infrastructure capital planning. HTA intends to revisit the CIP every six months to
review performance and consider any adjustments required to the plan.

CIP Revision Timeline

April 2018
Plan
The April Certified Fiscal
Plan included initial
revisions to the CIP to
reflect projected thinking
regarding Hurricane
Maria’s impact

June 2018
Plan (Certified)
June Certified Fiscal Plan
remained unchanged from
April 2018 Plan

October
2018 Plan
HTA developed an
updated CIP accounting
for data accumulated in
the year since Maria

Revised HTA Fiscal Plan

April 2019
Plan
April 2019 Revised Fiscal
Plan includes a forward
looking CIP that updates
project delivery
scheduling based on
recent implementation
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Overview of CIP
Update Process (2/2)
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Desc:

General Process

Soft Cost Revisions

HTA’s updated CIP has been developed in four levels:

HTA’s revised CIP aims to better
segment Federal and non-Federal
dollars to reduce preconstruction
regulatory burden. The use of federal
funds for hard costs and local funds
for soft costs. In its revision process,
HTA developed an analysis of
available federal funds for hard costs
to develop the updated CIP.

Tier 1 - Projects under Construction
Includes state projects and Federal Aid priority projects under construction with projected
costs to complete in FY-19 and FY-20

Tier 2 - In Bid Pipeline

Decreasing Certainty

Projects in the bid pipeline with significant level of design for cost estimates. Uncertainty
exists given market conditions

Tier 3 - “Steady-state” state of good repair requirements

The federal fund analysis indicates
that an additional ~$52M federal
funds are available to be used for
hard costs. The federal hard cost
maximizing model moves local
construction costs into the federal
program to make use of these federal
funds.

Project estimates based on the steady-state state of good repair requirements developed
by HTA and validated by third-party reports

Tier 4 - Critical Intersections

Projects associated with the congestion relief initiative that previously were not included in
the certified Fiscal Plan. This version includes HTA’s best estimates of project
disbursements. More precise cost and schedule estimates will available as implementation
progresses.
Revised HTA Fiscal Plan
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Desc:

HTA’s Certified Fiscal Plan develops an aggressive highway reconstruction program, tailored to the highway network
reconstruction. The following table summarizes the initiatives carried out by the HTA to develop the reconstruction program,
included in the CIP:
Strategies Already Executed in FY19 or to be Executed before end of FY20 to Improve Project Delivery (Pre-Construction)
Initiative
Number
HTA-PDP-07

Implementation
Date
March 2019

Objective

Description

Results

Project Delivery
Improvements Resources

HTA signed MOUs with EFLHD
and PRIFA to provide support
to HTA on bid execution and
construction engineering and
inspection
HTA assigned resources to Bid
and Estimate Office for
procurement. In addition,
assigned personnel for project
scheduling and oversight

MOUs signed. MOU intends to increase
HTA’s capacity to procure ER Program and
Abriendo Caminos without adversely
affecting the regular bid program
A resource loaded schedule was developed
based on the proposed bid schedule. Lead
engineer assigned to monitor and report
on progress. Three weeks look ahead
tables were developed. Weekly meetings
were programmed to discuss delays and
catch up opportunities.

April 2019

FHWA delegation on PS&E1
approval

FHWA delegated to HTA the approval of
PS&E. HTA established a SOP for this
delegation. During early May 2019, HTA
started the approval process of PS&E.

May 2019

HTA-PDP-06

Project Delivery
Improvements Resources

HTA-PDP-08

Project Delivery
Improvements –
Process
Improvements

1 Plan, Specification and Estimate

Revised HTA Fiscal Plan
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Desc:

In FY19, HTA implemented several initiatives to improve its ability to run and manage procurements:
▪ HTA assigned additional contract resources to Bid & Estimate Office for Procurement and assigned personnel for project
scheduling and oversight
▪ HTA signed an MOU with EFLHD to manage the administration of Federal Emergency Repair funding
▪ HTA signed an MOU with the Puerto Rico Infrastructure Financing Authority (PRIFA) to provide support to HTA on Bid
execution and Construction Engineering and Inspection
▪ HTA received the delegation of plan, specification, and estimate approval, allowing HTA to more-rapidly approve projects.
These efforts supported improved bid performance in FY19, which are expected to improve disbursement performance in FY20

Bid resources and project awards (2016-18)
Number of bid and estimate office resources

Bid awarded amount

Bid awarded amount, $M

4 per. mov. avg. (Bid awarded amount)

Bid and estimate office resources

70

8

60

6

50
40

4

30
20

2

0

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec

10

2016

2017
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CIP disbursement schedule of hard and soft costs, FY19-24, $M
Soft Costs
452

448

90

89

466

68
331

189
21

361

359

Construction (Hard) Costs

60

321
49

271

273

FY23

FY24

398

168
FY19

FY20

FY211

FY22

Main Assumptions:
Construction Assumptions:
▪ Federal and local capital expenses for FY19-FY20 were developed using project-specific costs for active projects and projects in the
pipeline
▪ FY21-24 estimates were developed using CIP projections for state and federally funded disbursements projects based on the
level of total spending needed per year to keep the highway network in a state of good repair
Soft-Cost Assumptions:
▪ Soft costs include $51M in backlog. Includes project related soft costs (Direct Soft Costs) and non-project related soft costs (Indirect Costs)
▪ Percentage of Soft Costs to overall costs varies between 11% and 20%, with a peak in FY20 and then stabilization around 17%
1 Some of FY21's total construction spend was also developed with inputs from the CIP
* Includes both construction and soft costs but does NOT include CIP for Transit Asset
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Desc:

Exhibit K Page
of 137 of good repair
Steady-state CIP to maintain the system
in a39state

HTA developed a long-term, steady-state CIP for highway infrastructure. To keep the highway system in a state of good repair, it is critical that
HTA receives full federal funds. HTA used available data on asset condition, lifecycle, and historical costs to develop The Plan. Following its
initial analysis, HTA hired an outside engineering consultant to conduct a validation the steady-state CIP. After integrating the results of the
external study, HTA estimates a steady-state CIP of ~$262M per year.

Steady State Expenses By Typeof Work, $M

Traffic signalling

Safety

13

HTA’s estimated planned
steady state CIP is $262M in
hard costs per year 1,2

33

86

Bridges

130

Pavement

1 Estimated for long run based on latest available data,, subject to adjustments based on prioritization and funding availability. Includes both hard and soft costs and does not include transit
2 Based on 3rd party analysis of annual investments required to maintain HTA’s highway network in a state of good repair
SOURCE: HTA 2019-2028 CIP validation, CMA Architects and Engineers LLS
Revised HTA Fiscal Plan

38
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▪
▪
▪

Disbursements for projects in the pipeline are forecast through FY23 include projects already in construction and
projects in the bid pipeline
Disbursements to pipeline projects peak in FY20 at approximately $346 million and decreases thereafter as pipeline
projects are completed, leaving unallocated funding for future year state of good repair
Prioritization of future year projects with currently unallocated funding will be conducted based on goals of HTA,
focused initially on safety and maintaining a state of good repair for the existing system

Projected CIP disbursements, FY19-28, $M
452

448

90

89
55

189
21

361

304

Soft Costs

466

Unallocated Hard Costs

Allocated Hard Costs

68
331
160

60

218
238

321
49

301
49

301
49

301
49

301
49

272

252

252

252

252

FY24

FY25

FY26

FY27

FY28

168
53
FY19

FY20

FY21

FY22

FY23
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Projections
Relative
Fiscal Plan
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The distribution of HTA’s hard costs have changed significantly in FY19 compared to the June 2018 Certified Fiscal Plan. The June
2018 Certified Fiscal Plan included high level delay estimates to provide an initial assessment of Hurricane Maria’s impact. The
comparison of hard cost spending distribution below highlights FY19 lower in the Revised Fiscal Plan, while cumulative spending
begins to converge again starting in FY20 and approximately equals that of the previous fiscal plan by FY23.
Hard Cost Disbursements, $M
Previous CIP (Cumulative)

Previous CIP

Current CIP (Cumulative)

Current CIP

1,547

1,600

1,557

1,400

1,260

1,200

1,286
971

1,000

888

800

681

600
400

385

296

359

290

398
290

287

271

168

200
0

529
361

FY19

FY20

FY21
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Quarterly CIP Disbursement Forecast, $M

Completed

In construction

Desc:

Awarded/Not started

Final Design

100
90

80
70
60
50
40
30
20
10
0
19-Q1

19-Q2

19-Q3

19-Q4

20-Q1

20-Q2

20-Q3

20-Q4

Key takeaways
▪ HTA plans an aggressive forthcoming construction schedule, with sharp increases of projects entering
construction
▪ Projects will enter the award and final design phase beginning in FY20 to sustain the high levels of
project activity in future years
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Desc: are
HTA is formalizing
a project prioritization
framework
to ensure
projects
Exhibit K Page 43 of 137
appropriately programmed to serve the long-term benefit of the people of Puerto Rico

Draft prioritization approach for unprogrammed project funds
Decision Criteria

Achieve a state of good
repair

Long Range
Transportation Plan (LRTP)
Goal
System Performance

Improve performance
of most critical
corridors

System Performance;
Economic Vitality; Mobility
and Accessibility

Resiliency, safety, and
emergency response

System Performance;
Environmental
Sustainability

Weight

30

25

Corresponding Objectives
• Improve/maintain condition of capital assets
•
•
•
•

Improve intersection performance, system bottlenecks, and transit
Increase operational capacity in a cost effective manner
Improve performance of freight and high travelcorridors
Prioritize the completion of projects which connect to ports and economic centers,
and complete the island’s strategic highway network

20

• Improve safety, resiliency, and emergency response
• Improve resiliency and emergency response
• Reduce reliance on motorized travel, promote energy efficiency, and incorporate
“reduce, reuse, recycle”, practices in deliveringinfrastructure

Promote alternative
modes of travel

Environmental
sustainability; Mobility and
Accessibility

15

•
•
•
•

Ensure cost
effectiveness

Mobility and Accessibility

10

• Cost effectiveness assuming mobility benefits
• Provide mobility for transportation-disadvantaged populations

Invest in redevelopment of urban centers to reduce need for motorizedtravel
Improve coverage, capacity, and service of alternative modes of travel
Improve modal connectivity (first mile/lastmile)
Improve coverage, capacity, and service of alternative modes of travel

• The Project Prioritization approach applies a set of weighted decision criteria that define desired project goals. These desired goals prioritize
safety, system performance, and extending the useful life of transportation assets
• The framework further utilizes specific metrics for bridges and pavement that analyze condition of these assets, allowing HTA capex planning teams
to determine asset condition and prioritize projects that provide the most value formoney
• The new data-driven approach is inclusive of local input and formalizes a process that was driven by the same motives, but lacked the focus on
data and analysis that will define the path forward
• Resulting project prioritization will be reviewed and approved by Executive Management to ensure proper strategic fit

The prioritization framework will be effective in FY20 planning and FY21 disbursements
Revised HTA Fiscal Plan
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Exhibit K Page
44 of 137
will be mitigated with targeted strategies
NON-EXHAUSTIVE

Market
constraints

Delivery constraints

Mitigation strategies

• Labor shortages: The construction sector faces
challenges in recruiting the additional workforce
required to support the expected increase in activity

• Workforce development: Build partnerships, develop
incentives and conduct skills boot camps to attract and
onboard new construction workers
• Payment processing enhancement: improve the
liquidity position and financial condition of vendors
• Qualification and bidding process improvement:
facilitate vendor participation and ability to respond
• Prioritization: Prioritize project to be bid in the next 18
months using revised prioritization approach
• Project monitoring: Active tracking of actual bids to
identify potential constraints

• Inflation: HTA has concerns that ambitious capital
improvements projected over the next six years may
be more expensive, by primarily labor-driven
inflationary pressures

• Capacity: HTA aims to transform into an outsourced
contract manager that will provide flexibility to
optimize resources to achieve future CIP and enhance
functions and services to meet best practices
Internal
capacity

• Processes: Existing processes are largely manual and
time consuming e.g., >$400M in available funding is
not deployed due to delayed processes for project
advancement, project completion and provider
payments

• Capability building: Launch training programs to
develop core capabilities (e.g., procurement, contract
management, construction inspection) and inject new
talent into the org (e.g., Bid and Estimate Office)
• Partnerships: Leverage external resources (e.g., EFL,
PRIFAS) to support project delivery activities
• Project management systems: Implement program
management information system to track and monitor
project-level disbursements against plan
• Public project dashboard: Reporting on projects in
progress and in pipeline across all program types for
greater public transparency and enabling potential
bidders to plan efficiently
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CIP allocation (other)

Grant revenue

Transit Capital Revenues ($ millions)
64
2

29
11
9
FY20

4
FY19

2

2

62

FY21

FY19

FY20

20

FY22

FY23

7
4

50

14

FY21

FY22

Transit Improvements

56

50

20

16
13

2

FY24

ER Repairs and Reconstruction

29
4
0

54

18

64

4

2

27

Transit capital expenses ($ millions)

11

56

6

FY23

18

2

FY24

Key Assumptions: Transit CIP has been updated to reflect the loss of an estimated $90M in insurance revenues due to the insolvency of the
TU insurance provider. Includes both construction hard and soft costs. HTA estimates soft costs for emergency funds including planning,
design, environmental, etc. for each ER project to equal 20% of total expenditures, and of OCC and TU AFCS upgrades to be 5% for
procurement and oversight, all reimbursable within FTA grant funding levels.
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▪ Former P3 projects, including PR-5 and PR-22 extension are now part of the CDBG-DR efforts since revenue studies indicated that these
had lower potential alignment for traditional P3
― Puerto Rico was recently awarded $1.5B in relief funds through The Department of Housing and Urban Development’s Community
Development Block Grant-Disaster Relief (CDBG-DR) Program, administrated locally by the Puerto Rico Department of Housing
― HTA submitted an initial application for these funds, and will submit a revised list of 12 strategic projects to the Puerto Rico Department of
Housing for considering of funding under the CDBG-DR, totaling$456M
― These projects are potentially eligible for funding under CDBG-DR because they are shovel ready within the next 24 months, and they are
important to disaster recovery and improving economic vitality in their respective regions
― Listed below are 3 important projects from the list submitted to the PR Department of Housing that illustrate the types of projects HTA is
focused on developing
▪ HTA will further explore executing projects under a P3 model as is needed, including identifying additional funding that will allow HTA to
provide adequate gap financing and facilitate the development of P3s
Project Cost

Key Benefits
•

1

PR-2 Expressway Conversion, PonceMayagüez

$115M

•

•

2

PR-158 Connector, Phase I and II,
from PR-52 to PR-1, Cayey

Cidra Connector, from Industrial
3
Avenue to PR-184

$18.3M

•

•

$32.3M

•

Provides expressway access to southern and western regions of the
island, reducing travel times, improving mobility, and improving
emergency response
Improves economic connections between the Southern and Western
metropolitan anchors of the island, Ponce and Mayagüez
Project would promote the economic growth of the municipality of
Cayey
This connector would improve mobility for communities, businesses,
and residents between existing PR-52 access at PR-184 and PR-7715

Project would provide a new road that facilitates access to Cidra,
relieving pressure on a road that residents claim has safety issues
Municipalities of Aibonito, Cayey, Comerio, and Barranquitas will
benefit from improved cargo movement

Note: Numbers revised as per Northwestern Corridor: Desirability and Convenience Final Report, April 2016. Source: STIP 2017-2020; HTA Management Assessment
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IV. CURRENT SITUATION WITH BASELINE FINANCIAL
PROJECTIONS (WITHOUT FISCAL MEASURES)
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HTA’s total financial surplus over the six years, without considering fiscal plan measures, is $31M
Total financial gap without fiscal measures, FY19-24, $M
EFL ER1

Operating
revenues
(excluding
clawback)

Federal
funding

CW funding

Operating
Expenses

Construction
expenses

1,540
1,008
533 2

2,139

3851

CW capex funding

Premeasures
surplus

(1,107)

1,438
1,056

Direct impact of Maria

(2,884)
317
(329)3

(385)1
(3,598)

31

1 $385M in Emergency Repairs outsourced to Eastern Federal Lands (not in HTA's books)
2 Includes $160M in FY18 State Capex Funds rolled over to FY19, and $79.5M in Abriendo Caminos Phase 1 funds received in FY19
3 Includes $8M in local match for FEMA programs and $4M in local funding needs for Hurricane Loss Assessment
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2018-19 P

2019-20 P

2020-21 P

2021-22 P

2022-23 P

2023-24 P

6 YR Total
FY19-FY24

Toll fares
Gasoline Tax
Diesel Tax
Petroleum Products Tax
Cigarettes taxes
Motor Vehicle License Fees
Act 30 — Licenses Fees Transferred to Act
Transit Revenues
Electronic Toll Fines
Other income

133,861
172,746
21,196
214,522
19,992
21,904
128,924
6,661
12,020
9,907

136,602
175,353
21,196
214,522
19,992
22,234
130,598
6,761
10,326
10,057

136,001
173,692
21,196
214,522
19,992
22,024
129,531
6,697
27,063
9,961

136,206
173,953
21,196
214,522
19,992
22,057
129,699
6,707
29,673
9,976

136,305
174,079
21,196
214,522
19,992
22,073
129,780
6,712
30,259
9,984

137,054
175,036
21,196
214,522
19,992
22,194
130,394
6,749
30,459
10,039

816,030
1,044,858
127,175
1,287,134
119,952
132,486
778,926
40,289
139,800
59,924

Operating Revenue
FHWA Funds
State Funds Earmarked for CapEx (Present year)
State Funds Earmarked for CapEx (Prior year obligations)

741,734
117,406
82,073
3,107

747,643
251,480
67,334
160,805

760,680
271,067
59,067
-

763,981
234,612
53,020
-

764,902
131,624
53,761
-

767,635
136,500
53,761
-

4,546,574
1,142,690
369,017
163,913

Federal Emergency Revenues

63,718

88,394

41,692

29,301

18,347

-

241,452

Transit Funds
Hurricane Loss Assessment - Insurance and FEMA Revenue

24,446
54,004

29,464
21,111

46,615
-

82,369
-

74,055
-

37,895
-

294,846
75,115

344,755

618,588

418,442

399,303

277,788

228,157

2,287,032

1,086,489
(3,300)
(10,000)
(46,511)
(13,327)
(8,516)
(13,736)
(1,419)
(107,182)

1,366,231
(3,300)
(10,000)
(39,959)
(14,276)
(8,516)
(16,403)
(1,071)
(228,943)

1,179,122
(3,300)
(10,000)
(38,121)
(14,276)
(8,516)
(5,256)
(1,073)
(249,751)

1,163,283
(3,300)
(10,000)
(37,308)
(14,276)
(8,516)
(854)
(1,075)
(220,001)

1,042,690
(3,300)
(10,000)
(36,621)
(14,276)
(8,516)
(1,077)
(115,074)

$ in thousands

Capital Contribution
Total Revenues After Federal Fund Transfers
Right of Way
State Construction not from Capex
Salaries and related benefits
PayGo Retirement Impact
Litigation Reserve
Right of Way Payments
Other program expenses
FHWA Construction Spend Projects

Revised HTA Fiscal Plan

995,792 6,833,606
(3,300)
(19,800)
(10,000)
(60,000)
(35,850)
(234,370)
(14,276)
(84,706)
(8,516)
(51,096)
(36,250)
(1,079)
(6,795)
(122,450) (1,043,401)
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$ in thousands

6 YR Total
FY19-FY24

2018-19 P

2019-20 P

2020-21 P

2021-22 P

2022-23 P

2023-24 P

(60,904)
(10,224)
(10,656)
(63,718)
(4,446)
(3,104)
(54,004)

(132,285)
(22,537)
(67,755)
(88,394)
(820)
(11,464)
(1,214)
(21,111)

(109,247)
(21,316)
(67,483)
(41,692)
(4,000)
(28,615)
-

(177,832)
(14,611)
(53,184)
(29,301)
(3,180)
(64,369)
-

(156,156)
(16,550)
(43,396)
(18,347)
(56,055)
-

(150,044)
(14,050)
(34,681)
(19,895)
-

(786,467)
(99,288)
(277,156)
(241,452)
(8,000)
(184,846)
(4,318)
(75,115)

Total Construction
Salaries and related benefits
PayGo Retirement Impact
Toll highways administration and maintenance
Train operating and maintenance costs
Integrated transportation system
Other

(411,049)
(39,671)
(4,355)
(45,070)
(67,679)
(8,892)
(39,876)

(668,048)
(30,386)
(4,664)
(48,258)
(67,198)
(9,070)
(39,836)

(602,648)
(30,384)
(4,664)
(41,112)
(69,275)
(9,251)
(24,392)

(637,807)
(29,822)
(4,664)
(41,467)
(68,981)
(9,436)
(21,376)

(479,368)
(29,196)
(4,664)
(42,323)
(71,864)
(9,625)
(19,098)

(414,141)
(28,782)
(4,664)
(43,179)
(70,701)
(9,818)
(12,985)

(3,213,061)
(188,241)
(27,677)
(261,410)
(415,697)
(56,092)
(157,563)

Total operating expenses

(205,542)

(199,412)

(179,079)

(175,748)

(176,771)

(170,129)

(1,106,680)

Total expenses

(616,590)

(867,460)

(781,727)

(813,555)

(656,138)

(584,270)

(4,319,741)

Total Fin. Gap Pre—Measures before Rev Retention & Gov. Funding
Retained Revenues to Central Government

469,898
(579,284)

498,771
(583,896)

397,395
(580,957)

349,728
(581,418)

386,551
(581,642)

411,521
(583,334)

2,513,865
(3,490,531)

Total Fin. Gap Pre—measures post—Rev Retention & pre—Gov. Funding
Transfer from Government of PR

(109,386)
97,300

(85,125)
-

(183,561)
222,400

(231,690)
238,000

(195,091)
224,900

(171,813)
224,900

(976,666)
1,007,500

Total Fin. Surplus Pre-Measures after Rev Retention & Gov. Funding
Eastern Federal Lands Expenditures On Behalf Of HTA (not on HTA's books)
Combined Construction Expenditures

(12,086)
(1,600)
(412,649)

(85,125)
(26,450)
(694,498)

38,839
(75,300)
(677,948)

6,310
(105,500)
(743,307)

29,809
(104,000)
(583,368)

53,087
(72,000)
(486,141)

30,834
(384,850)
(3,597,911)

Combined Total Expenditures

(618,190)

(893,910)

(857,027)

(919,055)

(760,138)

(656,270)

(4,704,591)

Non-Federal Construction Projects
FHWA Construction Soft Costs
Non-Feder al Construction Soft Costs
Federal Emergency Repair Program
FEMA Match for Emergency Programs
Transit CIP
Hurricane Loss Assessment - Local Funding Needs
Hurricane Loss Assessment - Insurance / FEMA Covered
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snapshot
Exhibit K Page 51 of Revenue
137

HTA projects total revenue over the six years of $4.5B, including operating revenue of $1.1B and tax and fee ‘retained’ revenue of $3.5B. The ‘retained
revenue’ is subject to clawback by the Commonwealth and will therefore not be remitted to HTA.
Revenue
$ in millions
Toll fares [A]

FY21

FY22

FY23

FY24

FY19-24 Total

137

136

136

136

137

816

7

7

7

7

7

7

40

Electronic Toll Fines [B]

12

10

27

30

30

30

140

Other income [A]

10

10

10

10

10

10

60

Operating Revenue

162

164

180

183

183

184

1,056

Gasoline Tax [C]

173

175

174

174

174

175

1,045

21

21

21

21

21

21

127

215

215

215

215

215

215

1,287

Cigarettes taxes [E]

20

20

20

20

20

20

120

Motor Vehicle License Fees [F]

22

22

22

22

22

22

132

Act 30 - Licenses Fees Transferred to Act [F]

129

131

130

130

130

130

779

Tax and Fee Revenue

579

584

581

581

582

583

3,491

Total Revenue

742

748

761

764

765

768

4,547

Diesel Tax [C]
Petroleum Products Tax [D]

B.
C.
D.
E.
F.

FY20

134

Transit Revenues [A]

A.

FY19

Toll, transit, and other income revenues were estimated using FY18 and part of FY19 toll revenues and then increased / decreased each year based on the Commonwwealth’s Real GNP projections as of March 2018. Toll fares consists of revenues derived from (i) Toll fares, (ii) Toll
optimization, (iii) Viaduct and Dynamic Tolling Lane revenues. Transit revenues include FTA funding for operations of $20 million per year
Electronic Toll fines projected based on actuals and updated toll fine
Projectedbased on actuals and Puerto Rico real GNP going forward
Applies a 10% year-over-yearincrease to monthly petroleum tax collections (volume-based) from FY17 for 2H FY18; AFI * HTA distributionsof these revenues split based on FY17 amounts. FY19 onwards projectedto remain consistentwith FY18 revenue
Based on run-rate, excluding non-recurring revenues from extraordinarypromotions;year-over-yeargrowth in cigarette mainly driven by increase in tobacco taxes in May 2017 (Act 26-2017). FY19 onwards grown at PR populationand inflation
Considers actuals as a baseline for projections grown in line with PR population growthrate.
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Operating Revenue
▪ Toll revenues were estimated using FY19 actual toll revenues and toll transactions and
then increased / decreased each year based on the Commonwealth’s Real GNP
projections in the current Commonwealth Fiscal Plan. The baseline does not include any
plan to increase toll rates (shown separately as a fiscal measure).
▪ Toll Fine Revenue is based on toll operations-related violations, based on a $15 fine as
revised by ACT 220 of 2018. FY19 principally includes toll fines collected through
September 2018 and is impacted by the toll fine forgiveness legislation passed in
September 2018. HTA is undertaking efforts to improve Toll Fine collections and is
expecting revenues to begin increasing in FY20.
▪ Transit Revenues are composed of Tren Urbano and Metrobus income and are estimated
at ~$9.3 million. For FY19 through FY24, this line item varies with Commonwealth’s Real
GNP assumptions.
▪ Other Income for FY18 is estimated at $4.6M, of which over 80% consists of income from
rent and lease, Import Levy Tax fees and income improvements. For FY19 through FY23,
this line item varies with Commonwealth’s Real GNP assumptions as of March 2018.
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Total CIP expenses are $2.7billion and total revenues are $2.2 billion over the six-year period (excluding EFL amounts)

Capital Expenses
$ in millions
FHWA Funds [A]

FY21

FY22

FY23

FY24

FY19-24 Total

251

271

235

132

137

1,143

82

67

59

53

54

54

369

3

161

-

-

-

-

164

Federal Emergency Revenues [C]

64

88

42

29

18

-

241

Transit funds [D]

24

29

47

82

74

38

295

Total Revenues
Eastern Federal Lands Revenues On Behalf of HTA (not on HTA's books)

291
2

597
26

418
75

399
106

278
104

228
72

2,212
385

Total Capital Inflows with EFL
Right of Way

292
(3)

624
(3)

494
(3)

505
(3)

382
(3)

300
(3)

2,597
(20)

State Construction not from Capex [E]

(10)

(10)

(10)

(10)

(10)

(10)

(60)

FHWA Construction Spend Project [F]

(107)

(229)

(250)

(220)

(115)

(122)

(1,043)

Non-Federal Construction Projects [F]

(61)

(132)

(109)

(178)

(156)

(150)

(786)

FHWA Construction Soft Costs [F]

(10)

(23)

(21)

(15)

(17)

(14)

(99)

Non-Federal Construction Soft Costs [F]

(11)

(68)

(67)

(53)

(43)

(35)

(277)

Federal Emergency Repair Program [G]

(64)

(88)

(42)

(29)

(18)

-

(241)

State Funds Earmarked for CapEx (prior year obligation) [B]

FEMA Match for Emergency Program [G]

-

(1)

(4)

(3)

-

-

(8)

(4)

(11)

(29)

(64)

(56)

(20)

(185)

(270)

(565)

(535)

(576)

(419)

(354)

(2,720)

Net Capital Expenses

20

32

(117)

(176)

(141)

(126)

(508)

Eastern Federal Lands Expenditures On Behalf of HTA (not on HTA's books)

(2)

(26)

(75)

(106)

(104)

(72)

(385)

(272)

(592)

(611)

(681)

(523)

(426)

(3,105)

Transit CIP
Total Expenses

Total Capital Outflows with EFL

G.

FY20

117

State Funds Earmarked for CapEx (present year) [B]

A.
B.
C.
D.
E.
F.

FY19

HTA receives $138.8M (net of penalties)infederal funds per year. Projections are based on obligated FederalFunds and exceeds138.8M insome years as a result of backloggedprojects. Projection assumesHTA receivesits historical allocationfrom FHWAof $138.8M.
HTA receives an annual appropriation from the Commonwealth for capitalexpenses.
Assumed thatFHWAmatchof emergencyrepairspending was 100%per the BipartisanBudgetAct of 2018, 115th Cong., 2d Sess.(2018). Page. 88; line8.
Providedby HTAleadership. Includes$120Mof FTA grantswhicharededicatedtooperating expenditures
Earmarked funding for annual local constructionneeds.
Federal and local construction costs for FY19-22 were developed using project specific costs provided by HTA for active projects, STIPprojects, Federal earmark projects, and projected spend on dynamic toll lanes. FY23-24 were developed using long-term CIPprojections produced by HTA and its consultants and projects the total spendneededby year to keep
the highway network ina state of goodrepair.
Revised HTA Fiscal Plan
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Capital expenses

▪ Federal and local Capital expenses for FY19-21 were developed using project specific costs for active projects, CIP projects, Federal
earmark projects, and additional locally funded projects
― Unexpended obligated amounts from FY18 projected disbursement on Construction Local line item were rescheduled
▪ FY21-24 capital expenses were developed using long-term CIP projections produced by HTA and validated by an external engineering
firm and projects the total spend needed by year to keep the highway network in a state of good repair
― FY21 is the first year where long-term CIP costs are incurred. Only 20% of steady-state FHWA long-term CIP costs can be incurred
in the first year due to additional standard delay in obligating federal funds. The remaining portion of costs in this year are
contributed from STIP-programmed and current active projects.
▪ HTA is maximizing available FHWA funds for construction. Granting share of funds used for soft costs.
Application of Inflation Factors
▪ Preliminary inflation factors ranging from 10% to 20% had been applied to capital projects in the bid pipeline. In April, new factors
resulting from a construction market analysis conducted by HTA were generated and applied to the bid pipeline to generate refined
projected costs based on project profiles (types of materials, duration, labor intensity, etc.).
▪ Revised annual inflation factors were converted into a monthly index and applied to project cost over their expected duration. The
result of this refined analysis was an inflated cost of all projects in the bid pipeline of 20.4%.
Soft Costs
▪ Maximizing federal funds for construction, among others, resulted in $51.6M of state funds available for soft costs in the 6-year period
covered in the FP. The soft costs estimate included project related costs, as well as soft cost associated to the implementation of several
FP initiatives.
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Funding
▪

HTA receives $138.8M (net of penalties) in federal funds per year. Total FHWA funds for FY18-21 is based on obligated
Federal Funds and exceeds 138.8 M in some years as a result of backlogged projects. FY22 onwards assumes HTA receives
its historical allocation from FHWA of $138.8M, subject to Congressional Allocation.

▪

HTA had previously received a capex allocation from central government of $75M which is currently allocated for FY18. HTA
is also set to receive additional Capex funds of $399M. This amount will fund emergency reconstruction as well as allow
HTA to meet its capital requirements to maintain a state of good repair and fund additional strategic projects.

Emergency Repair
▪

Assumed that FHWA match of emergency repair spending was 100% per the Bipartisan Budget Act of 2018, 115th Cong., 2d
Sess. (2018). Page. 88; line 8.
Developed using current damage estimates prepared as of February 19th, 2018. Local emergency repair costs include the
local share of FEMA emergency repair.

Transit CIP
▪

Developed on a line item basis by the Transit Team. Includes costs and revenues associated with reconstruction and repair
following Hurricane Maria.

▪

Of the $20M received from the FTA each year, $5M has been allocated to the transit CIP in FY21 onwards whereas the
remaining $15M has been allocated to subsidize transit operating expenses

Implementation Risks
▪

Existing conditions in the construction market may affect the implementation of the Capital program as envisioned by HTA.
HTA will closely monitor market response and will provide prompt and adequate notice of how such market conditions are
affecting the CIP and what measures need to be taken in response thereto to minimize the effects, which may include
adjusting the CIP.
Revised HTA Fiscal Plan
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Total opex is $1.5 billion over six years, with almost 35 percent of the expected costs from personnel (salary/benefits, including PayGo retirement)
$ in millions

FY21

FY22

FY23

FY19-24 Total

FY24

(47)

(40)

(38)

(37)

(37)

(36)

(234)

PayGo [B]

(13)

(14)

(14)

(14)

(14)

(14)

(85)

(9)

(9)

(9)

(9)

(9)

(9)

(51)

(14)

(16)

(5)

(1)

-

-

(36)

(1)

(1)

(1)

(1)

(1)

(1)

(7)

Construction Support

(84)

(80)

(67)

(62)

(60)

(60)

(413)

Salaries and related benefits [A]

(40)

(30)

(30)

(30)

(29)

(29)

(188)

(4)

(5)

(5)

(5)

(5)

(5)

(28)

Toll highways administration and maintenance [E]

(45)

(48)

(41)

(41)

(42)

(43)

(261)

Train operating and maintenance costs [F]

(68)

(67)

(69)

(69)

(72)

(71)

(416)

(9)

(9)

(9)

(9)

(10)

(10)

(56)

(40)

(40)

(24)

(21)

(19)

(13)

(158)

Operating Expenses

(206)

(199)

(179)

(176)

(177)

(170)

(1,107)

Total

(289)

(280)

(246)

(238)

(237)

(230)

(1,520)

Right of Way Payments [C]
Other program expenses

PayGo [B]

Integrated transportation system [G]
Other operating expenses [H]

B.
C.
D.
E.
F.
G.
H.

FY20

Salaries and related benefits [A]

Litigation Reserve

A.

FY19

Salary: # of FY19 employees times their average salary. Assume salaries remain flat over period; Benefits: FY19: based on FY18 YTD. Other FY18 benefits based on share of salary and assumed flat over period. Law 70 and 211: Early Retirement based on by-person schedules. New outsourced toll highway
O&M is expected to allow for further rightsizing reduction.
Considers FY17 actuals as baseline and splits it into construction (93%) & non construction (7%). The construction component varies according to capital expenditure growth
Based on a specific payment schedule for active cases - trails off as no expected new construction in near-term to drive ROW
FY19 vehicle lease and plotters: based on expected payments this fiscal year; all other (rent, secuirty and others): assumed flat with FY18 actuals
FY19 Toll Operator (GILA) based on actuals with updated insurance actual costs. As of FY21 considered future outsourced O&M costs, including additional O&M costs of new RSS system
Tren Urbano operating contract based on contract requirements and projected hour and mile rates (about 1% increase per year); insurance based on FY19 updated figures
Bus operating estimates based on recent contract trends (2.4% per year) extended for all years of period
Professional Services bottoms-up build includes FOMB consulting providers All other variables (rent, lighting, etc.) assumed constant with FY18 actuals
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Salaries and related benefits
▪ Salaries and related benefits consider the latest HTA roster, and each employee’s costs at the average current salary. Additional benefits
such as overtime, pension, social security and Medicare are calculated as a proportion of the base salary. HTA has not increased
salaries in the last nine years, so no increase were assumed over this period. HTA is self-insured, and over the last two years has
experienced a 0.5% CAGR in health care costs, which is assumed to extend for the remaining fiscal years.

▪ Law 70 Early Retirement Program went into effect prior to the Revised Fiscal Plan period, and its costs are based on the known payout
schedule for the program’s participants. As expected, the program costs trails off as participants age and are removed from the
program. For this reason, Law 70 impact is included in the baseline.
▪ Law 211 Early Retirement Program went into effect at the beginning of FY18, and our baseline considers participants at their thencurrent costs at the time of their 6/30/17 separation (note: savings from this Law is capturedand represented as a fiscal measure).
▪ HTA has implemented an VTP in which 334 FTEs that leads to annual recurring savings of $15.1M and cumulative savings of $56M from
FY19-24. HTA will undergo an agency wide restructuring in line with its transformation of its operations into a project management
focused agency. This process entails the evaluation of the roles and profiles of its current human resources, including but not limited
to the execution of a compensation and classification analysis. This will expose the necessary adjustments required to fill the needs of
the new organizational structure.
PayGo Retirement
▪ HTA received an invoice from the Puerto Rico Treasury Department for $35M related to FY19. Forecasts from FY19-FY24 are projected
at $33M per year per revised estimates provided byASR1.
Litigation Reserve
▪ HTA considered litigation case-by-case breakdown for FY17 and split between construction and non-construction. Non-construction
component (7%) assumed constant while construction component(93%) reflects variation in capital expenditure.
Right of Way Payments
▪ HTA built a by-case projection based on specific litigation cases and their expected payments. These expenses are expected to gradually
decrease until reachingzero by FY22, as HTA’s new construction activity reduces.
1 Administration of Retirement Systems for Government Employees and the Judiciary
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Other program expenses
▪ This category consists of additional expense related to construction support. Equipment rental is the largest item within this category and
is due primarily to car leases to support transportation within construction sites. This item is expected to increase to support increased
construction activity in the next few years. Other remaining expenses such as building rent and security considers FY19 actuals and is
expected to remainflat.
Toll highways administration and maintenance
▪ Electronic toll collection, the cost of HTA’s toll operator third-party service provider, has been split into variable (costs driven by traffic
volume), fixed (fixed costs). On FY19, HTA started the procurement process to replace and upgrade the complete toll road operation
infrastructure. Estimated costs to replace existing toll road systems will require capital expenditures of $51M throughout the Fiscal Plan
period.
▪ HTA is responsible for maintaining 622 lane miles. Current annual expenditures are estimated at $28M. These expenditures include a
combination of internal and external resources. HTA intends to achieve operational efficiencies and improve the quality of services
through the externalization of these functions (e.g., electricity, insurance). All Toll O&M line items will be included in the outsourced costs in
FY21. HTA needs to comply with the FHWA MOA for toll credits, including submission of annual reports to the FHWA Division Office and
notification to the FHWA Division office of its annual maintenance of effort (MOE) and toll credit accrual decision, since it has not
requested to accrue toll credits since 2014.
▪ Vehicle maintenance and repair, which supports HTA’s highway operations, assumes FY18 is consistent with FY17, and future years include
small per year contractor cost escalation
▪ Insurance and maintenance, for HTA’s highways operations, considers actual insurance policy costs for years FY18 and FY19. Insurance
costs are estimated to remain steady until FY22 and then gradually decline back to FY18 levels (assuming no Maria-like events will recur).
▪ All other line items such as lighting, security, rent, etc. use FY17 actuals for projections for each year through FY23
Train operating and maintenancecosts
▪ Tren Urbano’s operating contract represents approx. 80% of this line item. Between FY18 and FY23, projections have been made on a
detailed, per-year estimate consisting of the FY18 to FY23 contracted base compensation, price / mile, price per hour, estimated miles,
estimated hours and an annual allowance in order to reach the total expected contract costs. CAGR is approx. 1% over the six years.
▪ Insurance and maintenance, for Tren Urbano operations, considers a actual insurance policies for years FY18 and FY19. Insurance costs
are estimated to remain steady until FY22 and then gradually decline back to FY18 levels.
▪ All other line items such as lighting, security, rent, etc. use FY17 actuals for projections for each year through FY23
Revised HTA Fiscal Plan
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Integrated transportation system
▪ The bus system that flows into Tren Urbano is operated by a third-party provider and
the budget information is based off on the existing operating contract. Based on the
contract pricing, a CAGR of approximately 2% is expected through FY24.
Other operating expenses

▪ Professional services represent approximately 70% of this line item. Professional
services are aligned with the CW Fiscal Plan’s Title III schedule1
▪ Insurance and maintenance regarding operating and overhead, considers actual
insurance policies for years FY18 and FY19

▪ Insurance costs are estimated to remain steady until FY22 and then gradually decline
back to FY18 levels
▪ All other line items such as lighting, security, rent, etc. use FY17 actuals for projections
for each year through FY24

1 In addition, a 10% reduction has been applied to non-Title III professional services fees of $14M in professional service fees associated with CIP and VTP implementation costs
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V. FISCAL MEASURES WITH FINANCIAL PROJECTIONS
1.
2.

Although the FOMB does not consider and has not considered anything in the Revised HTA Fiscal Plan as a “recommendation” pursuant to Section 205(a), to
the extent that the Government of Puerto Rico or HTA considers or has considered anything in this Chapter a “recommendation” pursuant to Section 205(a),
the FOMB hereby incorporates it into the Revised HTA Fiscal Plan pursuant to Section 201(b)(1)(K).
The Fiscal Plan forms the basis of the corresponding Certified Budget, including full implementation of all revenue and expenditure measures described for
that fiscal year, and any investments described in the Fiscal Plan. The Certified Budget must include the same level of specificity as outlined by the FOMB in
the budgetary process by budget line-item on sources and uses of funds by fiscal year. The Certified Budget must also provide additional detail on the types of
funds used to cover expense categories (e.g., general fund, federal funds, special revenues, own revenues). Finally, the Certified Budget must include
additional detail as necessary to track the impact of fiscal measure implementation (e.g., pensions, health benefits and Christmas bonus separated from
Salary and related benefits, professional services fees, etc.)
Revised HTA Fiscal Plan
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HTA’s total financial gap over the six years, with fiscal plan measures, is $493M

Total financial gap without fiscal measures, FY19-24, $M
EFL ER1

Operating
revenues
(excluding
clawback)

Federal
funding

CW
funding

Operating
Expenses

1,540
1,008
533 2

2,139

3851

CW capex funding

Construction PreFiscal
Postexpenses
measures Measures measures
surplus
surplus

(1,107)

1,438
1,056

Direct impact of Maria

(2,884)
317
(329)3

(385)1

31

493
462

(3,598)

1 $385M in Emergency Repairs outsourced to Eastern Federal Lands (not in HTA's books)
2 Includes $160M in FY18 State Capex Funds rolled over to FY19, and $79.5M in Abriendo Caminos Phase 1 funds received in FY19
3 Includes $8M in local match for FEMA programs and $4M in local funding needs for Hurricane Loss Assessment
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Fiscal impact1, $M

Fiscal measure
Enhance
org

Increase
revenue

Optimize
expenses

Average/
year

6 years (FY19-24)

Description

1

Enhance board
composition

Establish an independent board of administration leaders and independent industry
experts.

2

Rollout
Organizational KPIs

Increase transparency around customer welfare, financial discipline and operational
execution through performance measurement and tracking.

3

Increase rates on
existing tolls

Increase rates on existing roads only with a tiered CPI catch up

4

Secure Discretionary
Funding

Secure share of discretionary federal and recovery grants to offset CIP and strategic project
expenditures.

5

Toll optimization3

Improve toll capture through Open Road Tolling (ORT) and improved supporting systems and
processes

6

Capture ancillary
revenue

Increase revenue from non-toll, non-transfer sources including but not limited to
advertisement revenues, real estate dispositions, and service signs.

7

CIP Optimization

8

Organizational
Restructuring2

9

Pension reform

Improved prioritization based on outcomes and project delivery to complete capital portfolio
more effectively.
Workforce transition to reduce total labor expense (payroll, benefits, and outsourcing) in line
with Commonwealth wide efficiency objective.
Reduce pension contributions by 10%, effective from FY21 in line with Commonwealth wide
target

Final year
(FY24)

(0)

(1)

-

-

15

31

13

24

13

17

2

3

19

29

7

5

2

4

14

2

3

Elimination of Christmas bonus in line with the Commonwealth Fiscal plan

3

0

1

12 Contract re-bid

Pursue improved contract terms on major operating contracts in order to achieve
reductions in total operating costs without reducing service.

32

11

5

13 Congestion
Management

Execute DTL and critical intersection to manage congestion and reduce travel time in high
traffic zones

7

4

1

14 Concessions

Evaluate concession opportunity for PR-52 and other roads, and P3 opportunities for Tren Urbano

-5

(1)

-

77

132

10 Uniform health
11

Xmas bonus
elimination

-2

91
76

76
14
116
28
14

Maintain benefits at $125 per employee per month for employees without pre-existing
conditions, and $450 per employee per month for all other employees

1 Fiscal Plan Impacts are calculated in relation to current baseline, cost savings successes to-date are not included within the Fiscal Measure
impact outlined above (e.g., Early Exits, VTP 1 and 2, Bus contract re-bid)
2 Combined effect of restructuring measure is $65M in savings, this summary reflects only savings to be achieved by future efforts.
3. Increase in impact does not account for increased costs from widening the scope of the program, as those costs are captured in CapEx
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In $ thousands

2018-19P

2019-20P

2020-21P

2021-22P

2022-23P

6 Yr Total:
FY19-FY24

2023-24P

Toll fares, includes [3], [5], and [13]

133,701

147,814

165,362

170,342

177,201

184,902

979,322

Gasoline Tax

172,746

175,353

173,692

173,953

174,079

175,036

1,044,858

21,196

21,196

21,196

21,196

21,196

21,196

127,175

214,522

214,522

214,522

214,522

214,522

214,522

1,287,134

Cigarettes taxes

19,992

19,992

19,992

19,992

19,992

19,992

119,952

Motor Vehicle License Fees

21,904

22,234

22,024

22,057

22,073

22,194

132,486

128,924

130,598

129,531

129,699

129,780

130,394

778,926

6,661

6,761

6,697

6,707

6,712

6,749

40,289

Electronic toll Fines, includes [5]

12,020

11,014

31,394

34,601

35,273

35,489

159,793

Other income, includes [6]

10,685

11,612

12,295

13,088

13,095

13,150

73,926

742,352

761,099

796,705

806,157

813,923

823,625

4,743,861

117,406

251,480

271,067

234,612

131,624

136,500

1,142,690

-

-

8,000

20,000

24,000

24,000

76,000

State Funds Earmarked for CapEx (Present year)
State Funds Earmarked for CapEx (Roll over)

82,073
3,107

67,334
160,805

59,067
-

53,020
-

53,761
-

53,761
-

369,017
163,913

Federal Emergency Revenues

63,718

88,394

41,692

29,301

18,347

-

241,452

Transit funds

24,446

29,464

46,615

82,369

74,055

37,895

294,846

Hurricane Loss Assessment – Insurance and FEMA Revenue

54,004

21,111

-

-

-

-

75,115

344,755

618,588

426,442

419,303

301,788

252,157

2,363,032

1,087,106

1,379,687

1,223,147

1,225,460

1,115,711

1,075,781

7,106,893

(3,300)

(3,300)

(3,300)

(3,300)

(3,300)

(3,300)

(19,800)

State Construction not from Capex

(10,000)

(10,000)

(10,000)

(10,000)

(10,000)

(10,000)

(60,000)

Salaries and related benefits, includes [8]

(46,511)

(41,903)

(30,694)

(29,881)

(29,193)

(28,422)

(206,604)

PayGo Retirement Impact, includes [9]

(13,327)

(14,276)

(12,848)

(12,848)

(12,848)

(12,848)

(78,996)

(8,516)

(8,516)

(8,516)

(8,516)

(8,516)

(8,516)

(51,096)

(13,736)

(16,403)

(5,256)

(854)

-

-

(36,250)

Diesel Tax
Petroleum Products Tax

Act 30 – Licenses Fees Transferred to Act
Transit Revenues

Operating Revenue
FHWA Funds
Discretionary Funds, includes [4]

Capital Contribution
Total Revenues After Federal Fund Transfers
Right of Way

Litigation Reserve
Right of Way Payments
1 Numbers included in highlighted line items refer to the numbered measures that impact
these line items. Measure numbers can be found on the previous slide
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
HTA’s projected
fiscal situation with
Detail (2/2)
Exhibitfiscal
K Pagemeasures:
64 of 137
Impacted by measure1

In $ thousands
Other program expenses, includes [8]

2018-19P

2019-20P

2020-21P

2021-22P

2022-23P

6 Yr Total:
FY18-FY23

2023-24P

(1,419)

(2,149)

(2,569)

(2,383)

(2,385)

(2,190)

(13,095)

-

-

(8,000)

(20,000)

(24,000)

(24,000)

(76,000)

(107,182)

(228,943)

(249,751)

(220,001)

(115,074)

(122,450)

(1,043,401)

Non-Federal Construction Projects, includes [7]

(60,904)

(132,285)

(72,247)

(128,832)

(103,156)

(97,044)

(594,467)

FHWA Construction Soft Costs

(10,224)

(22,537)

(21,316)

(14,611)

(16,550)

(14,050)

(99,288)

Non-Federal Construction Soft Costs

(10,656)

(67,755)

(67,483)

(53,184)

(43,396)

(34,681)

(277,156)

Federal Emergency Repair Program

(63,718)

(88,394)

(41,692)

(29,301)

(18,347)

-

(241,452)

-

(820)

(4,000)

(3,180)

-

-

(8,000)

Transit CIP

(4,446)

(11,464)

(28,615)

(64,369)

(56,055)

(19,895)

(184,846)

Hurricane Loss Assessment – Local Funding Needs

(3,104)

(1,214)

-

-

-

-

(4,318)

(54,004)

(21,111)

-

-

-

-

(75,115)

(411,049)

(671,069)

(566,289)

(601,260)

(442,820)

(39,671)

(25,528)

(23,737)

(23,175)

(22,548)

(22,135)

(156,794)

(4,355)

(4,664)

(4,198)

(4,198)

(4,198)

(4,198)

(25,811)

Toll highways administration and maintenance, includes [5] and [14]

(45,230)

(50,223)

(42,970)

(40,812)

(41,662)

(42,462)

(263,359)

Train operating and maintenance costs, includes [12]

(67,679)

(67,198)

(69,275)

(58,584)

(60,931)

(60,062)

(383,729)

(8,892)

(9,070)

(9,251)

(10,212)

(10,426)

(10,645)

(58,496)

(39,876)

(43,750)

(27,569)

(24,242)

(21,974)

(15,744)

(173,155)

(205,702)

(200,434)

(177,000)

(161,222)

(161,738)

(155,246) (1,061,342)

(616,750)

(871,504)

(743,289)

(762,482)

(604,558)

(532,643) (4,131,226)

470,356

508,184

479,859

462,977

511,153

543,139

2,975,667

Retained Revenues to Central Government

(579,284)

(583,896)

(580,957)

(581,418)

(581,642)

(583,334)

(3,490,531)

Total Fin. Gap Post-Measures Post-Rev Retention & pre-Gov. Funding

(108,928)

(75,713)

(101,098)

(118,441)

(70,489)

(40,196)

(514,864)

222,400

238,000

224,900

224,900

1,007,500

121,302

119,559

154,411

184,704

492,636

Discretionary Projects (Hard & Soft Costs), includes [4]
FHWA Construction Spend Projects

FEMA Match for Emergency Programs

Hurricane Loss Assessment – Insurance/FEMA Covered
Total Construction
Salaries and related benefits, includes [8]
PayGo Retirement Impact, includes [9]

Integrated transportation system, includes [13]

Other operating expenses, includes [1], [4], [8], and [13]
Total operating expenses
Total expenses
Total Fin. Gap Post-Measures before Rev Retention & Gov. Funding

Transfer from Government of PR
Total Fin. Surplus Post-Measures after Rev Retention & Gov. Funding

97,300
(11,628)

(75,713)

1 Numbers included in highlighted line items refer to the numbered measures that impact these line items. Measure numbers can be found on the previous slide
Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
Summary of Fiscal
Plan Measures
by KYear
Exhibit
Page 65 of 137

Desc:

Fiscal Measures by initiative, $499M in savings, FY19-FY24 in $M
CIP Optimization

Discretionary Funds

Ancilary Revenue

Toll Increases

Contract Re-Bid

Other

Toll Optimization

Organizational Restructuring

132

125

113

29

29
29
82

24

31

17

17

24

24

18
29
16

10

1
0
FY19

2
0
0
-4

12
20
20
6
6

1
FY20

8

FY21

7
2
5

10
10
FY22

Revised HTA Fiscal Plan

7
3

11
10
FY23

7
3

11
7
10

3

FY24
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
1 HTA will reorganize
into a more
effective
to enhance governance
Exhibit
K Page 66organization
of 137

and organizational efficiency in delivering on its goals
1. Governance & Board Recruiting
▪
HTA will select an executive recruiting firm by the end of FY19
▪
The Board of Directors will include independent directors identified by a private search firm and appointed by the governor
▪
Board members will have expertise in roads, infrastructure, revitalization, innovation, and private sector partnerships
▪
New structure attenuated from future political cycles and influence
2. Organization
▪
Forward-thinking lean organizational strategy with best-in-class FTE efficiency achieved through workforce transition
▪
Construction and O&M program internally overseen but optimized through outsourcing
▪
Build scalable contract management approach, which aligns resource levels with funding
3. Objective Decision-Making
▪
HTA will prioritize the following key design principles to create more effective governance and organization structures:
— Deliver upon HTA mission to provide a safe and efficient transportation network
— Move towards a contract management model to deliver excellent service at best value
— Outcomes-based prioritization of projects based on economic impact
— Maximize access to federal funding and, as possible, facilitate future access to capital markets
— Incorporate streamlined processes to deliver a lean and effective organization
— Include public policy decisions as defined and measured input into cost-benefit analyses
▪
HTA will institute a performance based culture in which:
— Project and program performance are evaluated based on industry standard KPIs
— Employees evaluated on merit, with strict position control and cost-benefit analysis requirements for new positions and
promotions.
4. Legislation
▪
HTA has submitted new legislation which reforms the structure of DTOP to include an independent board of directors for HTA
▪
Delays in introducing this legislation (planned for the Fall session) have delayed implementation of this measure
▪
This legislation has been drafted, however, due to the potential risks this bill faces in passing the Senate, HTA has opted to identify
professional board members before introducing this legislation
5. Next Steps
▪
HTA is requesting updated proposals from all three leading executive recruiting firms
▪
Upon receipt, HTA will consider, and award a contract within the previously established budget
▪
Once the firm is selected, potential candidates will be identified and presented as examples in support of the legislation
▪
Upon legislation approval, HTA will resume activities to develop its board in hopes of establishing a complete new board by FY21
Revised HTA Fiscal Plan
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Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
1 HTA’s new Case:20-00005-LTS
board structure
will
increase
other
Exhibit
K Page 67
of 137 operating expenses by

$500k per annum
▪
▪
▪
▪

▪
▪

Beginning in Fiscal Year 2019 – HTA will operate under the control of a new board, which includes four industry
expert board members
In order to attract and retain board members with the desired qualification, HTA will need to compensate nonemployee members in a manner similar to private board members
HTA intends to compensate each non-employee board member $75k per year. Total direct compensation will
total $300k per year. Board members are payed salaries as stipends, and are not entitled to any payroll benefits.
These professional board members will be identified by a search firm, at an estimated cost of 33% of board
compensation, total search fees not to exceed $200k in FY20 and no more than $100k in any given year
following
Each board member will be reimbursed for applicable office expenses and required board travel based on
expenses incurred at a rate of $25k per year, or $100k total per year
In total, the new, professional board structure will increase other operating expenses by $500k per year, and
serve to enable the organization to operate as an objective, corporate-like entity

Total cost to implement $M

0.5

0.5

0.5

0.5

FY21

FY22

FY23

FY24

0.2
FY19

FY20

Revised HTA Fiscal Plan

$2.2M in
costs over 6
years
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
1 The new board
structure will consist
of both
administration leaders and
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independent members to ensure effective governance of the organization
Board Appointees

Board Design Overview
A Establish a governing body of 7 members all to be
appointed by the Governor with a majority (4)
independent directors identified by a private search firm

Licensed
Engineer
Secretary
of
Transportation

B Stagger membership tenure to further mitigate the risk of
board disruption through political turnover

C Achieve desired expertise to maximize efficacy of longterm strategic planning and decision-making
D Apply strict conflicts of interest limitations and
independence requirements to ensure that directors are
correctly incentivized
E

Appointment and removal of HTA leaders entrusted in the
board, according to objective, merit-based standards, and
pre-established KPIs

HTA board members will be held to the highest ethical
standards, independent members can only be removed
from roles before term expiration for a breach of the public
trust

Exec.
Director
AAFAF

Finance
Professional
HTA Board of
Directors
Mission to revitalize
infrastructure through
innovation and
sustainable economic
development

Secretary
of Treasury

Relevant
Professional

Relevant
Professional

Industry experts will be identified by a professional search firm and serve staggered 2,
4, and 6 year terms, with 5 year terms following. Estimated cost of maintaining
professional board is $500K per year. Other relevant professionals will have extensive
experience in economics, planning, public administration or economic development.
Board composition details have been updated to reflect the current bill.
Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
2 A priority set
of KPIs will facilitate
performance by increasing
Exhibit Kimproved
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transparency and providing a base for incentives and penalties

Set direction and context

Enforce actions plan for
performance and nonperformance

Budget,
KPIs,
and targets

Corrective
actions,
rewards,
and consequences

Effective
performance
management

Performance
meetings and
dialogues
Schedule separate quarterly
performance meetings with
employees and contractors to
discuss corrective plan

Action
plans

Performance
tracking

Improved
Improved
performance
performance

Set semi-annual targets by
role and project category
and cascade down the
organization

Identify key implementation
milestones, timelines and
owners, along with any key
interdependencies, budgets
and resourcing required

Implement monthly KPI reports,
performance dashboard and
disseminate across the organization

Revised HTA Fiscal Plan
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operational efficiency and safety
Strategic priorities

Actual

Metrics

Target

# of road fatalities per 100M VMT

1.91

1.85

# of road serious injuries per 100M VMT

24.0

31.7

% of Interstate Pavement in Good condition2

10.8%

>2%

% of Interstate Pavement in Poor condition2

13.2%

<5%

% of Non- Interstate NHS Pavement in Good
condition2

2.2%

>2%

% of Non-Interstate NHA Pavement in Poor
condition2

9.0%

<20%

% of NHS bridges in Good condition2

20.5%

>10%

% of NHS bridges in Poor condition2

11.2%

<10%

$ of congestion cost per customer

$1,150

$1,0451

1.31

1.231

NA

<15 mins

Safety

Asset quality

Congestion

Travel time index
Mins for incident response

1 US Average, may vary from target; 2 Federal Highways TPM requirement level

Revised HTA Fiscal Plan

▪ The Transportation
Asset Management
Plan (TAMP) will be
updated in June of
2019 with
performance on
many metrics
▪ Remeasurement and
reporting many
metrics expected in
in 2020 and 2022
▪ Safety statistics are
reported in the
highway safety plan
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2 HTA has further
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preconstruction process and construction delivery

Strategic priorities

Metrics1

Actual

Delays in NTP (Days from plan – Program Level)
Quarterly – Cumulative
Preconstruction Program

Construction Delivery

Capital Improvement
Program

Target

6 Days

<30 Days

100%

>80%

NA

>90%

NA

15%

% Change in Cost (Program Level)
Quarterly - Cumulative

1%

<15%

% Change in Duration (Program Level)
Quarterly - Cumulative

5%

<25%

Disbursement Variance (Program Level)
Quarterly - Cumulative

32%

<20%

Disbursement Variance (Program Level)
Quarterly - Cumulative

NA

20%

% of Planned NTP Awards (Program Level)
Quarterly
% of Federal Funds Obligated (Program Level)
Annual
% Soft vs Hard Costs (Program Level)
Annual – Previous Year

1 All metrics are for the regular CIP program and applied only to projects bid after Maria. Reporting frequency and format detailed in Appendix A, with reporting expected quarterly if not more frequent
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
2 Organizational
KPIs – Other KPIs
Exhibit in
K Development
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Desc:

Toll Operations and Roadway Maintenance
• Toll operations KPIs are under development and included in the procurement documents for the new AutoExpreso
operator and roadside systems maintenance contractor. These will be comprehensive and geared toward improved
safety, network resiliency, customer experience, and financial performance.

• The roadway maintenance contract is envisioned to have a performance payment mechanism so that KPIs not only
provide performance targets, but also determine payments, thereby establishing real-time incentives. KPI categories will
include roadway surface condition, maintaining signage, guardrails, striping, and certain types of incident response and
inspection frequency, all geared towards safety and extending the useful life of HTA assets.

Congestion
Safety

• Three stages of travel-demand model (VMT/PHT –
based) assessments will be conducted to illustrate the
performance of CR projects:
• “Before” measures will be conducted during the
NEPA process
• “Forecast After” measures will be conducted
during the NEPA process to compare to “Before”
• ‘Actual After’ measures will be conducted after
project completion and traffic stabilization

Sample project level metrics on project impact

Environmental

Congestion Relief Project Metrics
• As HTA implements planned congestion projects, it will
continue to work to improve metric reporting,
establishing baselines for Congestion, Safety, and
Environmental Impact. This process will occur over time
and will involve project level metrics to gauge progress.

Revised HTA Fiscal Plan

Metrics

Unit

Vehicle Miles Traveled

VMT

Passenger Hours Traveled

PHT

Fuel Consumed

Gallons

Fatalities

#

Injury Accidents

#

Property Damage Only Accidents

#

Carbon Dioxide CO2

Tons

Nitrogen Oxide (NOx)

Tons

Particulate Matter (M10)

Tons

Sulphur Oxides (SOX)

Tons

Volatile Organic Compounds (VOC)

Tons
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3 An increase
in rates on existing
toll
roads
particularly relevant given HTA’s
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context and other industry examples

Existing toll rates
and historic
precedent

Toll fare demand
elasticity

Fiscal impact and
operating / capital
sustainability

Socio-economic
impact and
concentration

Context

Examples

▪ Toll road operators should consider
increasing fares to maintain the purchasing
power of revenues
▪ HTA has not implemented toll fare increases
since performing a catchup in 2005

▪ PR-22 and other private concessionaires have implemented a
regular toll rate increase system to keep up with inflation (~1.5%)

▪ Toll fares should not be set so high that they
prohibit widespread use; however, they
should reflect the value drivers get from
enjoying a maintained highway

▪ A ~43% toll fare increase across toll plazas in 2005 yielded a 50.4%
growth in revenues for HTA between 2005 and 2007, highlighting
limited relative impact on demand
▪ Large, one-time toll increases can be detrimental to regular
commuters and may dissuade from toll road use in the long-term

▪ Toll operators should consider fiscal
sustainability when setting toll prices (e.g.,
keeping up with inflation / CPI, tracking
operating costs, funding CIP, etc.)
▪ A precedent of regular fare increases is less
disruptive for drivers to adjust to than an
irregular schedule of catch-ups

▪ Opex for HTA is increasing at 3% per years since 2016 while toll
fees have remained flat

▪ Infrastructure should be paid for by the
actual users of the asset, rather than broad
taxation policies (state government transfers,
gas tax)

▪ Gas tax increases adopted by 30 states since 2013, tying increase in
transportation funds with users of the system

▪ Inflation based increases, including “catch-ups” found in systems.
For example In 2017, UK M6 toll operator Midland Expressway
Limited increased toll fares to reflect a " catch‐up with inflation.“

▪ Tolls from Germany’s LKW Maut toll road represents the single
most important source of revenue (~80% of funding) for its
Transport Ministry
▪ Tolls are used in part by Metropolitan Washington Airports
Authority to help fund the expansion of Metro’s Silver Line - ~50%
of construction costs (~$2.8B) are funded by toll fares

▪ In 2006, Oregon DoT deployed a pilot VMT-based taxation program
to offer a “fair and sustainable way to fund road maintenance,
preservation and improvements for all Oregonians.”

Revised HTA Fiscal Plan
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3 Since FY16,Case:20-00005-LTS
toll revenuesDoc#:1-11
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not
pace
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Toll revenues4 and ridership

0% p.a.

$M
140

Total operating expenditures3, $M

134.0

133.0

125.0

135.0

300

100

250

80

200

60

150

40

100

20

50

0

0

Average toll5

FY17

FY18

FY19

$0.90

$0.85

$0.90

239.0

350

120

FY16

+3% p.a.

M rides

210.0

192.0

190.0

FY16

FY17

FY18

FY19

1 Based on 2014 AADT and toll revenue for PR-20, PR-52, PR-53, and PR-66 ($127M)
2 Trips based on FY15-18 revenues divided by 2014 toll per trip
3 FY15-FY17 from public FP. FY18 from HTA FY18 B2A. FY19 from FY19 budget
4 FY16-FY17 HTA AFS, FY18 from HTA FY18 B2A, FY19 annualized from HTA Feb FY19 B2A
5 Annualized based on data from Jan 2017 to Oct 2018
SOURCE: HTA data
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3 Income adjusted
toll per mile Exhibit
comparisons
there is still further scope
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for increase relative to other states
Toll mile comparison by state1, cents
Chicago Skyway
Pocahontas Parkway
Northwest Parkway
Dulles Greenway
E-470 Public Highway
Foothill (SR 241)
US upper quartile
Downtown Expressway
Dulles Toll Road
Powhite Parkway
Chesapeake Expressway
North Texas tollway Authority - Bush Turnpike
US median
Noth Texas Tollway Authority-Dallas North Tollway
Central Florida Expressway Authority (Formerly Oocea)
Miami-Dade Expressway
New Jersey Turnpike Authority-New Jersey Turnpike
PR-20
Pennsylvania Turnpike
PR-53
Indiana Toll Road
Florida Turnpike Enterprise-Mainline
Oklahoma Transportation Authority-Bailey Turnpike
Ohio Turnpike Commission
Oklahoma Transportation Authority-Will Rogers Turnpike
PR-52
New York State Thruway-Mainline Section
Alligator Alley

Income adjusted toll mile comparison by state 1,2, cents
66.7
48.9
48.4
40.0
30.5
28.1
28.1
28.0
25.0
20.6
18.8
17.9
17.5
17.0
14.0
13.0
11.8
10.6
9.5
7.7
6.8
6.6
5.4
5.3
5.1
4.6
4.4
3.8

Chicago Skyway
Northwest Parkway
Pocahontas Parkway
Dulles Greenway
PR-20
E-470 Public Highway
Downtown Expressway
Foothill (SR 241)
US upper quartile
PR-53
Dulles Toll Road
North Texas Tollway Authority-Bush Turnpike
Powhite Parkway
North Texas Tollway Authority-Dallas (N) Tollway
Chesapeake Expressway
Central Florida Expressway Authority
US median
Miami-Dade Expressway
PR-52
Pennsylvania Turnpike
New Jersey Turnpike Authority - NJ Turnpike
Florida Turnpike Enterprise-Mainline
Indiana Toll Road
Oklahoma Transp. Auth. - Bailey Turnpike
Oklahoma Transp. Auth. – Will Rogers Turnpike
Ohio Turnpike Commission
Alligator Alley
New York State Thruway - Mainline Section

22.0
14.8
14.4
11.8
10.6
9.3
8.3
8.3
8.3
7.7
7.4
6.4
6.1
6.0
5.5
5.5
5.5
5.1
4.6
3.4
3.1
2.6
2.6
2.2
2.1
2.0
1.5
1.4

▪ HTA has not increased tolls in line with inflation, while PR-22 (concessioned) has implemented regular rate increases to keep up with inflation. As such,
PR-22 and PR-5 are not reflected in the above, nor is PR-66 which as of today is priced in line with peer states
▪ On a toll per mile basis, PR-52 and PR-20 are below the US median, while PR-53 is below the upper quartile
▪ On an income adjusted toll per mile basis, PR-52 is below the US median, PR-53 is below the upper quartile while PR-20 is in the top quartile
1 Toll rates are the standard Electronic Tag Tolls with no further discounts (e.g., no weekend, volume, senior, loyalty programs). Tolls as of Jan 2018
2 Income adjusted to specific road corridor within Puerto Rico
SOURCE: SDG toll rate benchmarking analysis, SDG toll rate & traffic revenue forecast,
Revised HTA Fiscal Plan
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Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
3 Increasing Case:20-00005-LTS
tolls based onDoc#:1-11
a tiered
CPI
catch
up should generate ~$91M in
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incremental revenue from FY20-24

Annual toll

revenue1

6 year toll
revenue $M

$M
FP baseline

Tiered catch-up

170
$907M

165
160
155
150
145
140

$816M
0
FY19 20

21

22

23 FY24

Rate increase based on tiered catch-up of historical CPI
since last toll raise, plus average CPI of 1.62% to
account for current year(s), over the first 5 years.
Subsequent years increased by CPI plus 1.5%.

▪ HTA can increase toll revenues by
~11% or $91M over the next 5
years, by adopting a tiered increase
in toll rates between FY20-24
▪ PR-52 represents 91% of the $91M
incremental revenues, and is
currently below the income
adjusted US median toll per mile
▪ The tiered catch up helps to ensure
that the purchasing power of toll
revenues keeps up with inflation,
and is supported by third party
revenue estimates

1 Scope includes existing tolls only (i.e., PR-20, PR-52 and PR-53), and PR-66given higher existing tolls

SOURCE: SDG toll rate benchmarking analysis, SDG toll rate & traffic revenue forecast
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
3 Toll rates on
PR-20, PR-52 and
PR-53
will
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Exhibit
K Page
77 of
137 an average annual increase of

5 cents on toll plazas over the next 5 years
Toll rate projections1 $
Toll road
PR-20
PR-52
PR-52
PR-52
PR-52
PR-52
PR-52
PR-52
PR-52
PR-53
PR-53
PR-53
PR-53
PR-53

Toll plaza
GUAYNABO
MONTEHIEDRA
CAGUAS NORTH
CAGUAS SOUTH
SALINAS
SOUTH RAMP SAL.
NORTH RAMP J DIAZ
SOUTH RAMP J DIAZ
PONCE
HUCAR
GUAYAMA
CEIBA
HUMACAO NORTE
HUMACAO SUR
Median increase ($)
Median increase (%)

2019
0.75
0.35
1.50
1.00
1.75
0.35
0.50
0.50
0.75
1.00
0.50
1.00
1.00
1.00

2020
0.79
0.37
1.59
1.06
1.86
0.37
0.53
0.53
0.79
1.06
0.53
1.05
1.05
1.05

2021
0.84
0.39
1.69
1.13
1.98
0.39
0.56
0.56
0.84
1.13
0.56
1.10
1.10
1.10

2022
0.89
0.41
1.79
1.19
2.09
0.41
0.59
0.59
0.89
1.19
0.59
1.15
1.15
1.15

2023
0.94
0.44
1.89
1.26
2.21
0.44
0.63
0.63
0.94
1.26
0.63
1.20
1.20
1.20

2024
0.98
0.46
1.98
1.32
2.32
0.46
0.66
0.66
0.98
1.32
0.66
1.25
1.25
1.25

0.05
5.9%

0.05
5.7%

0.05
5.3%

0.05
5.5%

0.05
5.2%

▪ Toll rates will increase by 5.5% annually between FY20-24 to catch-up with CPI, and increase at CPI plus 1.5% (~3%) subsequently, in
line with PR-22
▪ Toll roads would continue to offer significant time and reliability value to customers that well exceeds out of pocket costs (total cost
of delay of $9.10 an hour2 for someone taking an alternative toll-free route from Ponce to San Juan, vs. $5.513 total tolls paid on PR-52
via Ponce, J. Diaz, Salinas, Salinas South Ramo, Caguas North and Montehiedra toll plazas)
1 Tiered catch-up of historical CPI since last toll raise, plus average CPI of 1.62% to account for current year(s), over the first 5 years. Subsequent years increased by CPI plus 1.5%
2 Assumes $7.00 wage cost per hour (50% of hourly wage) and $2.10 cost of excess fuel per hour. Total delay of one hour based on estimated additional time taken for a one way trip on a toll free route (i.e., PR14) from Ponce to San Juan vs. PR-52, departing at 8am on a weekday
3 Based on total tolls in 2019 (after first year of increase)
SOURCE: BLS, Reuters, SDG 2018 tolling report
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PR-20, PR-52,
PR-53, PR-66 would
Exhibit Kcollectively
Page 78 of 137 see ~$907M revenue across
FY19-FY24

Toll revenue projections, $M
PR-201

134

84

143
4

PR-521

148
4

PR-531

154
4

161
4

PR-66

168
5

FY19-24
906.6

Total

Volume projections2, M vehicles

24.8

2019

2020

2021

2022

2023

2024

PR-20

3,960

4,020

3,982

3,988

3,990

4,012

PR-52

76,848

78,008

77,269

77,385

77,441

77,866

PR-53

12,964

13,160

13,035

13,055

13,064

13,136

PR-66

25,041

25,419

25,178

25,216

25,234

25,373

4

90

95

100

105

111

584.9

14

15

16

16

17

18

96.2

33

34

33

34

34

34

200.7

2019

20

21

22

23

2024

1 Tiered catch-up of historical CPI since last toll raise, plus average CPI of 1.62% to account for current year(s), over the first 5 years. Subsequent years increased by CPI plus 1.5% (not applicable to PR-66)
2 Ridership amounts projected based on real GNP growth
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
4 HTA is targeting
increases in discretionary
Exhibit K Page 79grant
of 137 funding by over $50M over six

years by targeting priority programs, including the $18B PR CDBG Program1

Program

Total Program Funding
(to date)1, $M

Capital Investment
Grants (1996-2017)

Funding received by Puerto
Rico (to date)1, $M

37,659

Community
Development Block
Grant – Disaster
Recovery (2018)

28,000

TIFIA loans (19992017)

26,000

TIGER (2009-2016)

3,581

INFRA (2016-2018)

840

Highways for LIFE
(HfL) (2006-2013)

68

Funding received by
PR, % of total offered

308

0.8%

18,000

64%

300

1.2%

10

0.3%

0

0%

0.1

0.1%

1 Fiscal measure expected to generate savings by reducing future capex needs. All Federal Funding received will be utilized for transportation projects
Revised HTA Fiscal Plan
SOURCE: FHWA website, transportation.gov

Key program opportunities

▪ PR has not secured any
discretionary grants over the
last 5 years - the last
discretionary grant Puerto Rico
received was in 2012 under
IBRD, while TIFIA and CIG grants
date to the early 2000s
▪ $18.1B in HUD CDBG-DR
funding has been awarded to
Puerto Rico, providing a set of
funds that HTA has the
opportunity and commitment to
pursue
▪ PR can generate at least
~$15M in additional run
rate funding by 2023 or
>$50M over 6 years, by
capturing 0.3% of the CDBGDisaster Relief grant to PR, or
its per capita fair share (1%) of
only TIGER and INFRA funds
▪ HTA may need to meet the
local share of additional
federal funding it receives
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2019
HTA 2019 Discretionary Funds Applications
Program Name

INFRA

Program amount $B

18.5
1.5

Bus & Bus Facilities Infrastructure
Investment Program

Capital Investment Grants - 5309

▪
▪
▪
▪

20.0

Well matched for funding Toll
Viaducts which already have local
funds dedicated

Application
Submitted

Variable - Pending
Department of
Housing (DOH)

HTA is in discussions with DOH on
allocating recovery funding through CDBGDR for critical infrastructure projects

Initial Request
Submitted, updates
pending

July, 2019

Funds critical infrastructure for Highways
and Transit

Application
submission under
review by HTA

August, 2019

Can fund needed repairs and upgrades
to Bus Stations and Service Centers

Application
submission under
review by HTA

Rolling

Additional Funding Requires Onerous
application process with limited near
term benefit

Application
submission under
review by HTA

1.5

0.4

2.3

Status

March, 2019
1.5

CDBG-DR

BUILD / TIGER

Expected Timeline Rationale

HTA reviewed a list of 12 discretionary funding opportunities, determining levels of matching funds required, types of projects the funds could be
applied to, likelihood of win, and applicability of funds to projects of critical importance to HTA
The initial list of 12 opportunities was narrowed down to a list of 5 promising grant funding options that would have a higher probability of winning
and were directly applicable to existing HTA needs
HTA has applied to the INFRA grant program and is currently working through a process of applying for CDBG-DR funding with the PR Department of
Housing
HTA will pursue applications to the other 3 grant programs over the next several months as appropriate
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4 Potential fiscal
impact of discretionary
Exhibit K Pagefunds:
81 of 137 bridge repair support example

Specific discretionary fund program and required uses of funds need to be considered when determining the potential fiscal impact. One example of the
potential positive fiscal impact of discretionary grants would be for project focused in reconstruction and improving resiliency within the highway network. HTA
is identifying opportunities for obtaining discretionary grants that will result in a potential reduction of the funds needed to maintain the highway network in
State of Good Repair (SGR). A key opportunity is related to the recovery efforts under the Community Development Block Grant – Disaster Recovery (CDBG-DR)
program.
Based on the recent experience of Hurricanes Irma and María, bridges are the highway assets most affected, requiring more recovery efforts and time to put
them back in operation. Partially or fully collapsed bridges imposed big challenges on the recovery efforts, leaving communities isolated without access to first
aid responders. Improving the structural capacity of those bridges, while making them more resilient, is critical in future disaster events, such as hurricanes.
Puerto Rico has 1,744 bridges over water bodies, with potential for scouring and bridge collapse during flooding events. Out of those bridges, more than 485
bridges have been identified as “scour critical”, resulting in a higher risk of damage/collapse during rain events. Another 1,000 bridges are pending further
evaluation to determine the level of scouring.

Per research done by the HTA, and validated by Gordon Proctor and CMA Architects & Engineers, LLP, it is estimated in $85.5M the minimum annual investment
in bridges reconstruction. Hence, any grant the HTA receives with the objective of reconstruction of bridges susceptible to scouring or requiring
reconstruction/preservation to maintain the corridor open during future emergency events, can result in a offset of state funds allocated for SGR.
The HTA will submit to the Puerto Rico Department of Housing an application for CDBD-DR for the reconstruction, preservation or replacement of bridges with
scouring or other structural deficiencies, minimizing the risk of future damages or collapse. The project will include design elements to obtain a more resilient
structure, capable to withstand future disaster events. The CDBG-DR funds may be used to complement FHWA’s ER Program funds, focused only on the
damaged elements of the structure.
Preliminary estimates of funding needs for this program is more than $150M, which exceed the Revised Fiscal Plan impact target of $52M from FY19-24

Savings1, $M
20.0

24.0

24.0

FY22

FY23

FY24

7.8
FY19

FY20

FY21

$75.6 M in
additional
savings
over 6 years

1 Fiscal measure expected to generate savings by reducing future capex needs. All Federal Funding received will be utilized for projects
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▪ Background: In the June 2018 Certified Fiscal Plan, toll optimization was designed to reduce the costs of collection via improved vehicle
detection accuracy, leading to less void violations. In August 2018 HTA commenced the procurement process to upgrade the toll network,
then operated under a contract set to expire June 30, 2019.
▪ Legislative changes: On September 2018, the Secretary of the Department of Transportation and Public Works (“DTOP”) issued
Administrative Resolution 2018-15 which waived all toll fines issued and outstanding prior to September 17, 2018, signed into law under
Act 220. Act 220 provides for the mandatory registration of all vehicle tags. Through the registration of the tags, users will be informed of
their toll account balance therefore minimizing toll violations. Act 220 also reduced prospective toll fines from $50 to $15. A compliance
certificate was issued by the Government providing assurance that this policy would have no impact to HTA’s June 2018 Certified Fiscal Plan.
▪ Operator termination: On September 2018, HTA terminated the contract of the existing operator with a 90-day transition period.
Subsequently, on January 2019, the Termination Assistance clause was invoked providing for an additional 90-day transition period in order
to provide for an organized and uninterrupted transition to a new operator to be contracted by HTA. The Transition Assistance Period was
subsequently extended to October 2019 and contract assigned to Professional Account Management. LLC (PAM). PAM will provide interim
operations to HTA until the permanent operator is ready to deploy the new network.

▪ Risks: The early termination of the operator’s contract and the corresponding due diligence implemented to assist in the procurement of a
permanent operator enabled HTA to identify significant risks associated to the operation, including:
– Operating system risks of collapse or rendering non-operational for extended period of time, therefore posing risk of loss of revenues
across all relevant entities (HTA, Metropistas, Moscoso Bridge and Municipality of Guaynabo)
– Absence of disaster recovery, continued operations redundancy and hardware and software support
– Transactions effected by toll users not maintained in a timely fashion therefore providing for unwarranted toll violations and fines,
jeopardizing the credibility of the network
– Lack of spare parts to adequately maintain the roadside equipment has obligated HTA to cannibalize parts from low volume plazas to
service high traffic plazas
– Approximately 40% of toll user tags lack user name and address, therefore compliance measures are inefficient with high volume of
returned mail and low collection efficiency (approximately 60%). Furthermore, toll fine collection cycle if estimated at 18-months.
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while
fine collections
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a 5-year
5 Violations peaked
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below comparable collections performance of 60-80%+

$100 fine

$50 fine

$15 fine

Violation Rate

Forecast Violation Rate

Collection Rate

Target Collection Rate

Transactions with violations %

Fines issued collected %
100

2.5
80

2.00

2.0
67

80

80

80

80

1.67

1.0

60

1.00

0.85

1.00

1.00

1.00

0.78

1.00

50
40
30

0.5

20
5

0
FY15

80
70

62

1.5

90

FY16

FY17

FY18

10

FY19

FY20

FY21

FY22

FY23

0
FY24

Forecasted and target performance

SOURCE: Toll system data, HTA response letter to FOMB toll fine data request, dated 10/9/2018
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fiscal impact
▪ Goal: HTA will implement a technology-enabled proven system operated by an industry recognized entity that will properly service users
in an efficient and compliant manner. HTA expects to return to a reduced 1% toll violations rate and a 80% toll fine collection ratio, an
increase from roughly 60% performance in the pre-Hurricane Maria period. Furthermore, the collection cycle is expected to be reduced
from the historical 18-months to a target of 12-month collection cycle.
▪ Status: On November 5, 2018, HTA’s Board of Awards published a RFP for the BOS/CSS. Seven industry participants submitted proposals.
Six of the seven passed to a Second Phase RFP. The Second phase is expected to be published on July 2019.
▪ Milestone: The target date for the completion of the BOS/CSS procurement is September 2019. The target date for the conversion into the
new network is December 2020.
▪ Outcomes: In addition to the forecasted and targeted violate and collection rates, the newly implemented network is expected to include
the following improvements:
– Increased reliability and speed in transaction processing and account balance maintenance
– A fully PCI compliant system
– Transparency between the lane and the back office, ensures optimization in the capture and recording of transactions
– New customer friendly channels to increase registered accounts and remove reliance on costly ILR operations and reduces violation
processing
– Enforceable KPIs to ensure optimal performance

Costs/Savings, FY19-24 $M
20.0

16.4

16.5

16.6

FY21

FY22

FY23

FY24

6.4
-0.3
FY19

FY20

Revised HTA Fiscal Plan

$75.6 M in
savings over6
years
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HTA will continue to explore innovative ways to increase revenue, including:
▪

Real Estate Asset Disposition: HTA estimates a potential $1.5M of annual revenue by developing a noncore asset
disposition program
▪
Reactivation of the Joint Development Program: This program provides for residential/commercial projects in
the Tren Urbano corridor
▪
Specific Service Signs in Toll Highway Concessions: Implementation of service signs could result in ~$250K of
annual revenue to HTA
▪
Toll Concession Advertisement and ATM services agreement: HTA estimates the potential for $25-30K of annual
revenue related to concession advertisements
HTA will research and consider additional potential revenuestreams, including but not limited to the following:
▪
▪
▪

Traffic Information Monetization: Identify opportunities to monetize traffic information and continue to expand
highway sensor network for data collection purposes
Other-Mobility Services: Evaluate viability of increasing mobility services (park & ride / ride share) and develop an
implementation plan as necessary
Equity Solutions: Equity in new P3 concessions could be used to settle debt obligations and raise capital for
reinvestment
Costs/Savings, FY19-24 $M
9.0

3.3

Real Estate Asset
Disposition

Reactivation of the Joint
Development Program2

1 Specific dollar estimates from HTA’s July 2017 Fiscal Plan
2 Extrapolated from FY19-24 total and assumed breakdown of funds

1.5

0.2

Specific Service Signs in
Toll Highway concessions

Toll Concession
Advertisement and ATM
Services Agreement

Revised HTA Fiscal Plan
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FY19-24 Total
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Desc:

Real Estate Asset Disposition:
▪ HTA has successfully completed sales of 5 properties in FY19 totaling $3.15 Million
▪ HTA is in the process of selling 9 additional properties that are projected to close during FY 2019, totaling $2.3M
▪ Properties sold or in the pipeline as of April 2019 exceed the Fiscal Plan target for the year by over 700%
▪ HTA’s property sales to date (actual and pending) represent 39% of Fiscal Plan targets through 2024
Ancillary revenue fiscal impact target and performance to date, $M
6

FP target

5

Pending

Sold

5
2

4

3

0

3

3

FY22

FY23

FY24

2

2
1

3

1

3

FY19

2

FY20

FY21
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project prioritization

• CIP optimization requires focusing on the levers of capital efficiency and best practices derive the
•
•

•
•

highest value of money for the citizens of Puerto Rico. Project Prioritization allows HTA to implement
its highest value projects while achieving the fiscal impact targets.
CIP Optimization efforts are critical given market uncertainty and impacts of inflation or other forces
Project Prioritization can be applied to unrestricted state funds in FY21 and beyond. Prioritization will
determine which projects to pursue within the budget envelope.
HTA will reduce hard costs of the CIP by $29 million per year from FY21 through FY24 relative to the
baseline CIP
Prioritization is expected to be the main lever of optimizing the CIP while the transformation occurs
and market conditions improve, however additional levers across delivery efficiency and soft cost
optimization will be pursued
Costs/Savings from CIP Optimization, FY19-24 $M
29.0

29.0

29.0

29.0

$116.0 M in
savings over6
years
0

0

FY2019

FY20

FY21

FY22

FY23

Revised HTA Fiscal Plan

FY2024
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137 at least ~4% to support HTA’s

objective of improved performance within a constrained capital environment

Impact of capital efficiency measures on Baseline capex estimates
%
100

1
2
1

96

Capital efficiency opportunity of ~4%1

Baseline
capex

Project
prioritization

Delivery
optimization

Soft cost
efficiencies

Optimized capex

1 Best in class project prioritization in infrastructure projects can save 7-15% while improved delivery efficiencies can reach 15-25% in savings. Based on these benchmarks, further opportunity may
exist in addition to the estimate of 4% across the portfolio. The delivery optimization opportunity is discounted using the Commonwealth’s inflation adjustment to account for potential increases in
construction costs.
Revised HTA Fiscal Plan
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capital efficiencies through delivery improvements, and soft cost savings

Key levers

Project
prioritization1

Delivery
improvements2

Soft cost
savings

Description of potential approach and impact

▪ Further align projects with socioeconomic priorities e.g., congestion, road quality, average
AADTs, and economic benefits
▪ Further review STIP and CIP projects on secondary and tertiary roads and de-prioritize roads
with less AADTs and economic benefit, to ensure that resources are being well utilized in
capital constrained environment
▪ PR-66 case study highlights proof-of-concept that projects can be limited to a 5% targeted cost
overrun by improved delivery
▪ Additional optimization with project management, contractor incentives (e.g.,
ratings/bonuses), and contract structures (passing delivery risk)
▪ Improve project execution on whole portfolio with improved delivery with on locally funded
roads projects and federally funded roads projects, with innovative contracting and better
project execution
▪ Find opportunities to segment Federal and non-Federal dollars to reduce pre-construction
regulatory burden
▪ Capture efficiency benefits of outsourcing (economies of scale etc.) and reduce overall
budgeted soft costs to allow for lower soft cost budgets for both federal and state construction
projects (~$200M value at stake)
Total optimization target

$116

1 Value at stake limited to not-yet-active locally funded roads projects.
2 Value at stake limited to not-yet-active roads projects. Previous estimates had an additional ~$78M opportunity for delivery optimization, but because construction cost inflation was not factored into previous analyses, an inflationary factor
in line with the Commonwealth (~1.5-2%) was added to reduce the CIP’s delivery optimization opportunity by approximately ~$78M. Note that other Title III instrumentalities (PREPA and PRASA) did not adjust Fiscal Plans for inflation.
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Historically, HTA has experienced cost overruns averaging approximately 30% more than initial cost estimates.1 Through the implementation of outsourcing and
improved project delivery methods via the Workforce Transition Program and “MOU” initiatives, HTA believes it can reduce cost overruns of approximately 15% or
more (depending on project type and asset class), which is in line with industry standards and builds on experience from PR-66.

Historical Project Execution:

Target Project Execution:

▪ Highway projects have historically been delivered using a design-bidbuild process, where construction contracts have been structured on a
per-unit-pricebasis

▪ HTA has already begun transforming its project delivery capabilities in an
attempt to eliminate its project backlog. These transformations have begun
via compliance with the Memorandum of Understanding (“MOU”) between
the HTA and the FHWA. 4

▪ Because the bidding process (via RFP) has been typically based on unit price
contracts, contractors have not been incentivized to present bids with the
lowest possible costs to adequately complete a project. Instead, contractors
provide unbalanced bids that result in higher prices at project completion.
This problem has been extensively discussed in the construction
management literature.

▪ Additionally, because construction has been predominately managed inhouse, personnel costs have not declined commensurately with less
construction spend, nor were in- house managers’ appropriately
incentivized to adhere to project goals

▪ HTA forecasts that by complying with the objectives specified in the MOU,
and more widely implementing an outsourcing model and innovative
contracting methods, the organization can reduce cost overruns by more than
15%3
▪ Implementing the outsourcing and innovative contracting models will better
align contract managers’ incentives with on time/on budget project delivery,
improve HTA’s ability to scale staff to properly implement construction
spend, and align contractors’ incentives for more cost-conscious competitive
bidding, among other benefits

▪ These methods of project execution have resulted in cost overruns
averaging 30% and significantcompletion delays1
▪ Some historical projects have seen better success - such as PR- 66 which
experienced just 5% cost overruns when it utilized outsourcing and
innovative contracting to improve project execution3

1 Historical cost overruns estimate provided by HTA Management
2 Industry standard cost overruns provided by HTA construction office
3 2016 Case Study on PR-66 base on published technical papers. González Quevedo, Sergio L., Effective Competitive Procurement and Financing with Innovative Contracting: The Solution to Transportation
Infrastructure Construction, Operations and Maintenance in the 21st Century, Key Note Speaker in CRC 2016, June 2016. See the following page for additional discussion on the results ofPR-66.
4 MOU signed by the government of Puerto Rico and Federal Highway Administration. Source: MOU-PR2016-02-29-094734
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Case Study: PR-66*
During construction of PR-66, HTA used various methods to implement each stage of the project over various periods from 1998 through 2012. In Phase II
(2011-2012), HTA utilized a combination of innovative contracting and outsourcing to reduce cost overruns and project delays1*
Sample PR-66 Project Results: Project Execution Methods Lead to Cost Differences2

% increase in Cost

Case Study: PR-66 1, *
During construction of Phase II of PR-66, HTA utilized (i) innovativecontracting
including hybrid contracts, simplifying the RFP process by prequalifying bidders and
granting early completion bonuses, and, (ii) outsourcing, to unlock future savings
from value engineering to reduce cost overruns to 5% and project durationto just 6%
over schedule.1
Previous phases of PR-66 were delivered via design-bid-build using a unit-price
contract. These phases had average cost overruns of 33.1% and average project
delays of 60%.1
Notably, cost and project durationsavings occurred once HTA fully utilized both
innovative contracting and outsourcing.
Some Benefits seen during PR-66 PhaseII:*
Outsourcing
▪ Increased flexibilityto hire specialized support for projects
▪ Increased usage of value engineering
▪ Increased abilityto scale staff to properly implementthe funding
▪ Better aligned managers’ incentives with on time/on budget project delivery
Innovative Contracting
▪ Streamlined RFP process (such as prequalified bidders), thus reducing process
duration
▪ More competitivebidding process drove costs down
▪ Better structured contracts aligned incentives with project goals
(e.g. early completionbonuses)

30
25

In-house inspection and
construction management
with regular contracting
25.0% (2012) Avg. = 21%
Outsourced inspection
and construction
management with
innovative contracting
(2012); Avg. =5%

20
17.0%

15
11.8%
10
5

8.6%

7.6%

6.2%

3.1%
1.6%

0.8%

0

0.1%

Project Project Project Project Project Project Project Project Project Project
1
2
3
4
5
6
7
8
9
10
Out of ten sample PR-66 projects in 2012, two projects used historical execution
methods which resulted in 21% cost overruns. When innovative contracting and
outsourcing was used, the projects averaged just 5% overruns. Over the course of the
entire PR-66 project, cost overruns averaged 33.1%.1

* Note: PR-66’s Phase II results were successful in reducing costs and increasing project delivery speed. Such success is the target for HTA, and HTA will strive to achieve similar
results where feasible during the Fiscal Plan period. Although HTA cannot recognize savings from innovative contracting methods in the current CIP for projects already
contracted (i.e. RFP process is complete), HTA will be able to reduce costs through outsourcingand better project management on projects not yet contracted.

1 2016 Case Study on PR-66 base on published technical papers. González Quevedo, Sergio L., Effective Competitive Procurement and Financing with Innovative Contracting: The Solution to Transportation
Infrastructure Construction, Operations and Maintenance in the 21st Century, Key Note Speaker in CRC 2016, June 2016
2 González Quevedo, Sergio L., J.J Fontán et al. Use of Hybrid bidding method for costs and risks reductions in highway construction. Construction Research Congress. 2 016, pp. 759–769. 2016
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7 HTA has utilized
multiple delivery
methods
and payment structures in the
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past, and plans to utilize those experiences to further improve delivery

Design-bidbuild

Design-build

Public
private
partnership

Utilization

Current challenges

Improvement opportunities

▪ Most commonly used
method in PR for
highway projects
▪ Unit price payment
structure typically
incorporated

▪ Quantity uncertainty has resulted in
significant cost overruns and
schedule delays
▪ Unbalanced bids producing cost
overruns and schedule delays
▪ Contractors may not be incentivized
by completion cost

▪ Improve project quantification during
project scoping, and design stage
▪ Consider project risk transfer when
selecting payment structure
▪ Evaluate hybrid payment structures
when possible

▪ Utilized in late 90’s for
Carolina to Canovanas
projects
▪ Contractor
prequalification based
on experience and
financials

▪ Previous project financing utilized
HTA municipal bonds
▪ Delivery method previously utilized
for specific projects, current project
pipeline limited
▪ Limited apparent recent utilization
for project delivery

▪ Identify potential projects that could
effectively utilize a design-build
delivery (DB) method
▪ Right size volume of DB projects to
increase competition
▪ Evaluate hybrid payment structure
for optimal risk transfer

▪ P3s have been
increasingly adopted
for large scale,
complex projects

▪ Need to explore further funding for
P3 project opportunities
▪ Processes have taken longer and
required more external support
given potential complexity

▪ Identify project opportunities that
would generate sufficient revenues
to service debt
▪ Evaluate and optimize risk transfer
during procurement
▪ Explore bundling a series of smaller
projects into a potential program

SOURCE: Effective Competitive Procurement and Financing with Innovative Contracting: The Solution to Transportation Infrastructure Construction, Operations and Maintenance in the 21st Century, by Sergio L.
Gonzalez Quevedo, PhD, PE
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
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Restructuring Exhibit K Page 93 of 137

Desc:

▪ HTA currently operates as an in-house infrastructure developer. Baseline roster of 1,283 employees has been reduced to 893 through the
implementation of a Voluntary Transition Program launched on June 15th of2018.
▪ HTA’s headcount has not reduced commensurately with the reduction in construction investment. From 2004 to 2017, the compound
annual growth rate of construction investment has declined by 10% while headcounthas only declined by 4%.
▪ The organizational restructuring will include a workforce transformation that will align headcount with construction spend; aiding the
transition to a lean, contract management organization. The transformed organization will have fewer internal staff and will provide
opportunities for cost-effective outsourcing of various functions.

▪ The restructured HTA will:
– Achieve efficiencies to allow for an effective program management
– Adjust the organization to adequate size and provides flexibility to optimize resources to achieve future CIP or projects

– Enhance functions and services to effectively meet best practices
▪ Historically, HTA’s experience with outsourcing has been positive. Outsourcing has resulted in improved road conditions as well as
reduced construction project duration and cost overruns, as demonstrated with HTA’s experience with PR-22, and PR-66.

▪ HTA’s operational transformation relies on the successful implementation of the workforce transitionprogram
▪ HTA must meet the 15% Commonwealth wide personnel cost reduction target during the 6-year Fiscal Plan period. The method HTA
chooses to reach these targets is still being developed, but the target will be enforced through PROMESA’s budgetary approval process.
The target may be met with further reduction in personnel, not from other areas of expenditure.
▪ HTA has already begun taking steps to comply with a Memorandum of Understanding (“MOU”)1 with the FHWA. The MOU’s goals overlap
with HTA’s transformation to a contract manager from an in-house developer. Under the MOU, HTA is working to, among other things,
streamline the project billing process, project delivery process, and contracting procedures. See Appendix B for further discussion on the
MOU initiatives.
▪ HTA will further evaluate the current organizational structure and establish a new future state structure based on HTA’s vision and the
achievements of the Voluntary Transition Program
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
8 Organizational
Restructuring Exhibit
is underway,
K Page 94 ofwith
137 additional measures planned

to achieve the overall fiscal impact target
Total personnel expenditure and fiscal target,
FY19-24 $M

Costs/Savings breakdown, FY19-24 $M
Restructuring achieved to date
Additional measures

377

57

18.7

19.1

19.1

19.4

12.1

12.1

12.1

12.1

6.6

7.0

7.0

7.3

FY21

FY22

FY23

FY24

320
6.4

13.6

-6.4

Total
Target fiscal Remaining
personnel
impact
personnel
expenditures reduction expenditures

-6.4
FY19
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9 Applying CW-wide
pension reduction
target
of 10% yields $14.1M in savings
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over the next 6 years

$M
FY19

FY20

FY21

FY22

FY23

FY24

Baseline
Non Construction
Non Construction

Pension: No PayGo
Pension: PayGo only

10,888
4,664

10,888
4,664

10,888
4,664

10,888
4,664

10,888
4,664

10,888
4,664

Construction
Construction

Pension: No PayGo
Pension: PayGo only

5,642
14,276

5,642
14,276

5,642
14,276

5,642
14,276

5,642
14,276

5,642
14,276

Total PayGo

35,470

35,470

35,470

35,470

35,470

35,470

Reduction
Non Construction
Non Construction

Pension: No PayGo
Pension: PayGo only

1,089
466

1,089
466

1,089
466

1,089
466

Construction
Construction

Pension: No PayGo
Pension: PayGo only

564
1,428

564
1,428

564
1,428

564
1,428

3,547

3,547

3,547

3,547

Total Reduction

-

-
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
10 Health Benefits
Cost SavingsExhibit K Page 96 of 137

Desc:

▪ HTA spends over $15M a year on total employee benefits, mostly driven by costs
associated with Private Health Insurance. These benefits are a critical part of the
compensation of employees that is necessary to retain talent and motivate the HTA
workforce.
▪ HTA is committed to continuing to provide its employees with high quality health care
coverage without increasing co-pay expectations
▪ As a public corporation, HTA has the option to participate in the private insurance market in
a manner similar to any private corporation in Puerto Rico. HTA is committed to exploring all
options to manage and reduce costs of coverage while maintaining employee benefit levels.
▪ During FY20, HTA will explore opportunities to reduce costs while maintaining quality
healthcare for its employees. HTA will save $13.6M over 6 years by adopting the CW’s
uniform health policy at $125 per employee per month, for employees without pre-existing
conditions, and $450 for all other employees.
▪ HTA plans to work with its current provider to negotiate improved terms, and will review
option of other providers to achieve savings as is needed

▪ As necessary, HTA will solicit proposals from health insurance advisors to work on a
contingency basis to explore options to develop customized private insurance options
Revised HTA Fiscal Plan
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the CW FiscalDoc#:1-11
Plan,
elimination
of the Christmas bonus will yield
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$2.7M in savings over the next 6 years

$ ‘000s

FY19

FY20

FY21

FY22

FY23

FY24

Total

Non-construction

-

187

187

187

187

187

936

Construction

-

350

350

350

350

350

1,752

Annual impact

-

538

538

538

538

538

2,688

Revised HTA Fiscal Plan

96

Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
12 Operating Contract
Re-Bid / Optimization
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Desc:

Background

▪

HTA’s operating budget includes major, long-term operating contracts, including those supporting transit, design and construction, and
other long-term outsourced functions

▪

Many HTA contracts operate on longstanding contracts which have been extended or modified and are currently overpriced due to:
– Not reflecting HTA’s current operating environment
– Including fuel costs from earlier eras in which fuel costs were much higher
– Pricing in risk of non-payment

▪

Contracts in many cases exceed cost benchmarks from reputable national data sets, past procurements, and other performance metrics

Proposed Changes
▪

In accordance with HTA’s status under Title III of PROMESA, HTA has sufficient leverage to request improved terms from individual
contracting partners, or recomplete outdated contracts through solicitation

▪

As HTA’s financial operations improve under new leadership, and in accordance with FHWA MOU requirements and this Fiscal Plan, HTA
will strengthen the case for reduced cost of risk

▪

HTA will re-compete contracts and negotiate with vendors to improve contract terms to reflect current circumstances

Costs/Savings, FY19-24 $M
10.4

10.9

10.6

$32 M in
savings over6
years

FY2019

FY20

FY21

FY22

FY23
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
13 HTA’s commitment
to Congestion
Exhibit KRelief
Page 99 of 137

Desc:

• Since its reorganization in the early 1970s, HTA has committed itself to congestion management through new infrastructure
projects. Specifically, HTA has been an innovator in the utilization of contraflow lanes, reversible lanes, and movable barriers for
congestion relief.
• HTA has implemented various temporary solutions in situations when long-term construction would take too long, and permanent,
flexible solutions where the latter have been necessary
1970

1990
1971-1973

San Juan
Contraflow
Lanes

Shortly after its
reorganization, the HTA
implemented contraflow
lanes for bus priorities in
the San Juan to Rio Piedras
corridor. This contraflow
solution granted exclusive
access of the two left lanes
to buses of major
thoroughfares at peak
traffic times. Bus Travel
times were reduced from
90 minutes to 40 minutes.

2000
1994

PR-2/22
Movable Barrier
Implementation

The first movable barrier
implementation was
developed as a temporary
solution during a largerscale permanent
construction project

1996

2010
2004

PR-167
Signalized
Reversible Lanes

PR-187
Movable
Barrier

PR-22
BRT/DTL

PR-52
Movable
Barrier

Signalized Reversible lanes
were implemented in two
phases in Bayamon. In
1994, a 3-lane solution was
implemented reducing
travel time by 30%. A
permanent, 5-lane solution
which required land
acquisition was
implemented in 1997.

A movable barrier was
implemented in the
Baldorioty Expressway.
Travel time savings were
initially reduced by over
50%. Route diversion form
alternate routes resulted in
a 50% increase in traffic
with cumulative travel
time savings of over
20%.The temporary
solution was replaced by
the widened PR-26 which
grew from 4 to 8 lanes.

DTL/BRT in PR-22 from PR5 to PR-165 was
implemented in 2012.
Travel time for general
lanes was reduced by over
20% and reduced from 50
minutes to 10 minutes
within the DTL. Revenues
from the DTL accounted
for $4 million a year.

The movable barrier
solution in PR-52 between
PR-1 and the Caguas Norte
Toll Plaza was
implemented in 2004.
Travel time reduction was
over 30%. This will be
replaced by the PR-18/PR52/ DTL in 2020.
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13 San Juan incurs
annual congestion
costs
~$165M, with traffic spread
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across key highways and local ‘hot spots’

Congestion map of San Juan by delay and road type
Line width denotes amount of total delay hours along route

▪ San Juan incurs daily delays of
~54,000 hours on average, with an
hour of delay valued at $9.11

Highway - outer
Highway - inner
Major arterial

▪ Assuming 260 working days, and
75% congestion levels on nonworking days, congestion cost is
~$165M annually

Minor roads

▪ 52% of the delay is concentrated on
26% of roads in downtown San Juan
(including feeders), with a delay
intensity of 264 hours/ mile
compared to 193 hours/mile on
average for minor road and arterials

▪ Highways contribute to 37% of the
delay, despite being only 17% of
the road length
▪ The 23 miles of inner highways in
San Juan are a particular congestion
management target: 10 congested
miles with 399 delay hours per mile

1 Assuming that an hour of excess fuel costs $2.10 at vehicle fuel economy of 24.7, with traffic speed of 18 miles / hour during congestion, and assuming that value of time is half the median hourly wage ($14)
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Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
13 Top target Case:20-00005-LTS
routes for congestion
Exhibitmanagement
K Page 101 of 137 include major highways such

as PR-52, PR-66, and PR-18

Delay per mile, Hours/mile

Highway Inner

1,100

Highway outer

650
600
550
500
450
400
350
300
250
200
150
100
50
0

Major Arterial

PR-18 S PR-2

Minor roads

Expreso Las Américas

Delay Concentration
High

PR-177 O
Avenida Monserrate

Avenida Jesus T Piñero

Autopista José de Diego

Low

PR-66 E
PR-52 S

Expreso Román
Baldorioty de Castro
0

500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

Total delay, Hours
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13 HTA will implement
high benefit-to-cost
ratio
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of 137solutions to manage traffic and

NonRecurring

positively impact economic recovery
Enhanced
Incident
Management

▪ Improve efficiency of incident clearing by integrating services with Police and EMS on major roadways (e.g., PR-52 and PR-66 Traffic
Management Centers – see following slides fordetails)

▪ Facilitate expedited incident clearance (towing, patch and debris clearing) in high traffic corridors (e.g., PR-18/26/30/52 Highway
Service Patrol – see following slides fordetails)

▪ Further Develop HTA’s capability to provide real-time traveler information to major roadways in the San Juan – Caguas – Gurabo
corridor, including:

Recurring

Implement
Traveler
Information
Systems

Improve
Congestion
Management
Infrastructure
Electronic Toll
Systems
Transit
improvements

–
–
–

▪
▪
▪
▪
▪
▪
▪
▪

Install Additional Intelligent Transportation Systems (ITS) field devices
Utilize real-time data to provide roadside messaging and alerts to the traveling public

Utilize congestion data to inform future capital investments
Improve traveler alert capabilities with the inauguration of HTA’s traffic management center

Invest in improvements to traffic signaling hardware and software (e.g., PR-52/18/30/1 intersection modernization)
Invest in additional viaducts/tunnels to reduce congestion and to generate own-source revenues (e.g., San Antonio tunnel)
Consider the expansion of lane control and dynamic merge control to ease congestion during peak travel hours and events

Explore use of Active Traffic Management, including variable speed limits, shoulder use, and dynamic restrictions
Optimize toll collection systems to improve traffic flow on major toll roads, increase compliance and improve revenue capture
Reduce reliance on toll plazas in favor of overhead tolling, decreasing labor costs and improving rate of travel
Expand transit coverage by creating BRT systems and increasing feeder links to HTA (e.g., BRT line from Caguas to the TU Centro
Medico Station – see following slides fordetails)

In addition, HTA continues to prioritize projects to maximize economic impacts - both those with direct benefits to HTA and also to the Commonwealth more generally associated with traffic reduction, including travel time, vehicle operating costs, accidents, and emissions
Annual Economic Impact of Traffic Reduction Projects
PR-52
Intersection
Annual Person-Hours Saved
Itemized Inputs (mil. $)
Travel Time Savings
Veh. Op. Cost Savings
Accident Cost Savings
Emission Cost Savings
Total Benefits

PR-26 Info.
Traveler Sys.
3.2

$
$
$
$
$

21.1
18.4
5.9
2.5
47.8

Traffic Mgt. &
Service Patrol
0.7

0.2
$
$
$
$
$

1.3
0.4
0.4
0.2
2.3

$
$
$
$
$

4.7
1.5
1.3
0.6
8.1

Total
4.1
$
$
$
$
$

27.1
20.3
7.6
3.2
58.2

PR52 estimates based on Metric Engineering Cost-Benefit Analysis Study, general assumptions of ~$7 per lost hour in traffic (half of median wage) and excess fuel costs of $2.1 at vehicle fuel economy of 24.7, with traffic speed of 18 MPH.
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Rapid
Transit
Toll Lanes
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Background
▪

HTA places congestion relief as a priority within its Capital Improvement Plan, targeting reductions in travel time, emissions, and congestion-related accidents.
Some priority CIP projects can support revenue generation

▪

HTA currently operates the Caguas-to-San Juan stretch of PR-52 as a toll road on a flat feebasis

▪

HTA has received FHWA project funding to support develop Dynamic Toll Lanes (DTL), and construction is scheduled to be completed inFY21

▪

HTA will establish a workday Bus Rapid Transit (BRT) line from Caguas to the TU Centro Medico station providing a more-convenient option for reaching the TU
network, offsetting roughly 39% of the BRT operating costs

▪

The new DTL will also allow efficient travel for BRT buses, presenting the opportunity to provide congestion relief while generating additionalrevenue

Revenue Generation Opportunities
▪

HTA will operate the Bus Rapid Transit Networks operating at an estimated 39% farebox recovery ratio, exceeding local bus operation standards, and supporting
ridership growth for Tren Urbano

▪

HTA will implement Dynamic Toll Lanes within the PR-52 Caguas BRT corridor to provide congestion relief, while generating additional toll revenue

FY19
0.0
0.0
0.0
0.0

BRT
DTL
Signal Optimization
Total

FY20
0.0
0.0
(4.7)
(4.7)

FY21
0.0
2.8
(1.5)
1.2

FY22
(0.8)
5.6
(1.5)
3.4

FY23
(0.8)
5.8
(1.5)
3.5

FY24
(0.8)
6.0
(1.5)
3.6

Total
(2.4)
20.2
(10.8)
7.0

Costs/Savings, FY19-24 $M
1.2

-

3.4

3.5

3.6

FY22

FY23

FY24

(4.7)
FY19

FY20

FY21
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
13 Ongoing Congestion
Relief projects
as 104
a priority
for HTA (1/2)
Exhibit K Page
of 137

•

•

HTA continues to invest in congestion management through innovative technology and key
infrastructure investments. HTA recognizes that effective congestion management will contribute
to Puerto Rico’s economic recovery.
HTA prioritizes congestion management within Capital Improvement Programs based on
cost/benefit analysis which include economic impact on a project-specific basis, but has not
conducted the econometric studies required to estimate impact on the Island’s overall GNP.

PR-52 Traffic
Management Center
EstimatedCompletion

PR-52
Traffic
Management
Center
PR-66
Integrated Traffic
IncidentManagement Facility
PR-18/26/30/52
Highway Service
Patrol

Collect incident and traveler information and marshal resources to manage
congestion
▪ Facility will house EMS, Police of P.R., HTA – Traffic Management and
Freeway Operations, and Public Services Center
▪ Center will continue data collection practices in place since Jan 2016
▪ 100% Federally Funded

July 2019

Facilitate quicker responses to incidents
▪ Facility will house EMS, HTA, Police of P.R., and PublicServices
▪ 100% Federally Funded

August 2019

Expedite resolution of roadway incidents safely
▪ Implementation limited by independent contractors and regulatoryissues
▪ Phase 1 started April 2017; Phase 2 (for PR-1/2/20) underway

Implemented
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13 Ongoing Congestion
Relief projects
as 105
a priority
for HTA (2/2)
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Estimated
Completion
PR-52/18/30/1
Intersection
Modernization
Congestion
Managed Lanes
Dynamic Tolls
Reversible
Lanes

Reduce congestion in major intersection in Caguas, enable public transportation and lane capacity management through variable toll rates
▪ $148 M total investment in traffic reduction, funded with regular Federal funds. An Infrastructure for Rebuilding America (INFRA)
discretionary grant of $118M is currently pending. HTA is not currently considering this grant in its baseline projections, but if the grant is
receive it would allow for redirection of resources to other projects.
▪ The DTL project facilitates PR-52 Bus Rapid Transit Implementation
▪ Phases I-III (PR-52/18/1) Replaces and improves Reversible Contraflow Lane Replacement providing two lanes with shoulders up toPR-18
▪ Phases III-V (PR-52/30/1) Bridge Construction (connecting PR-52 and PR-30) for congestion management lanes, facilitating seamless
transfer from highway to high-trafficsurfaceroad

PR-26 ITS Devices
and Traveler
Information

Install Intelligent Transportation System(ITS) Devices to gather traveler information
▪ Closed Circuit Television (CCTV) cameras; Bluetooth (travel time and origin/destination); Microwave Vehicle Detection Systems (MVDS)
(speed and volume); Fiber Optics; and Dynamic Message Signs (DMS) (traveler communication) – a first in PuertoRico

Congestion
Management
Completion
Timeline
(select initiatives)

ITS Installation

Enhanced Highway
Service Patrol
(SEGURO)
2018

Integrated Facilities
Traffic Incident
Management

April

May

Reversible Contraflow Lane
(PR-18)

June

August

HighwayServicePatrol
(PR-18, 26,30, 52)
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Apr. 2021
(PhaseIII-V)
June 2019

PR-52/18/1
2020

2019

Sep.2020
(PhaseI-III)

2021
September

PR-26 ITSDevices

PR-52/30/1

April

PR-66 Integrated
Incident ManagementCenter
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Cconcessions
Analysis
Timeline

Receive Proposals
from Advisors

Desc:

Finalize
Workstream

Input Results
into Fiscal Plan

Develop P3 Concession
Alternative Models
2019

Nov

Dec

Jan

Contracted
Consultants

Feb

Mar

Apr

May

Jun

Jul

Aug

Sept

Oct

Nov

Dec

Analyze P3 Models
within Fiscal Plan
Constraints

Initial scoping of opportunities
PR-20, PR-52, PR-52 and PR-66 identified as candidates. Analysis to be undertaken that considers if
standalone asset approaches or bundling of assets (similar to PR-5 & PR-22 concession) is more
beneficial.

Complete

Development of qualitative and quantitative framework
Options to consider include a concession sale for upfront payment, retention of revenues through various
models include an availability payment, simple outsourcing of operations and/or maintenance. Will
quantitatively assess items such as capex funding, tolling regime, risk sharing, and operating efficiencies.

Development of baseline capex improvements to bring each asset to
steady state and baseline opex profiles to compare across network

Complete

In-Process

Building shadow bid model and public sector comparator to determine
impacts of various assumptions on opportunity viability
In-Process
Revised HTA Fiscal Plan
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Urbano
could allow HTA to secure capital
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inflows, improve operations and attract private investment
Efficient operations
and maintenance
by the private sector
Private-sector participation
could bring about
innovation in O&M such as
the use of advanced
technology, e.g., weight-in
motion systems to ensure
cost-effective and foolproof
O&M, since the concessions
are typically long-term
agreements which
incentivize operators to use
technology

Reduction in
toll violations

Capital inflow
to the government

Private players have the
incentive to minimize toll
violations as it directly
impacts their own cash
flows, and could build on
the toll collection
optimization measures in
the Fiscal Plan (see previous
slides on Toll Collection
Optimization measure)

Concessions can help
generate upfront capital for
the government, and can
help create bandwidth in
the government to focus
more on developing
greenfield projects
A variety of concession
structures, such as a
revenue share agreement,
could potentially achieve
similar efficiencies as a
single lump sum concession
depending on precise deal
terms, including the use of
proceeds

Opportunity to
attract private
sector investments
Many institutional
investors, such as pension
funds, insurance funds and
sovereign wealth funds, are
increasingly investing in
infrastructure assets as:
▪ Such investments
match their long-term
investment horizon
and help them hedge
against inflation
▪ Since these toll roads
are operational, there is
lesser risk in investing
in these assets
compared to greenfield
projects

Tren Urbano has historically underperformed on revenue, with budgeted FY19 operating costs of $67M exceeding several-fold
the planned revenues of $9M. HTA must explore P3s and other partnership opportunities to increase ridership and capture last
mile opportunities

Revised HTA Fiscal Plan

106

Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
Cost Transformation
Plan: OtherExhibit
Opportunities
K Page 108 of 137

Desc:

HTA expects that the specific cost transformation opportunities identified within this plan account for the vast majority of cost reduction opportunities
currently available, however HTA will continue to explore innovative ways to reduce costs, including:
Additional Operations
Optimization

Assess post-transformation workforce and contracting model, and identify areas for improvement and savings

Workforce modeling, hours
and overtime control

Associate workload drivers with each remaining FTE and develop zero-based staffing model to justify positions, hours,
and overtime. Improve controls to reduce excess hours and eliminate overlapping positions.

Procurement
Modernization

Identify opportunities to consolidate purchasing across categories and use collaborative purchasing to leverage market
power to pursue discounted prices from vendors not yet addressed through contract re-bid and optimization. Improve
controls over operating contracts to improve collection of contractor and concessionaire penalties.

Enhance Internal Controls

Continue efforts begun in compliance with MOU requirements to develop best-in-class internal controls over contracting,
employee expenses, and other categories of operating expenses not yet optimized within fiscal measures
Along with the MOU initiatives, HTA plans to identify opportunities to optimize the construction process (which would
also be complemented by workforce transition and organizational structure initiatives). These include:
▪

Optimize Construction
Value Chain

Pre-construction: Develop standardized decision tree to apply to the project bidding process in order to maximize
competition among pre-qualified bidders. Develop best practices for contracting, such as standard term sheets to
ensure consistent delivery.

Construction: Identify detailed short term and long term construction projects that should be outsourced to third party
experts
▪ Quality assurance: Develop a quality assurance plan which includes standard procedures on appropriately adding
incentive clauses to contracts in order to ensure contractors’ goals are aligned with HTA’s goals
Explore other opportunities for TU revenue growth, e.g.,
▪

Identify TU revenue
growth opportunities

▪

Upzoning areas near TU stations (dense residential / commercial) and downzoning other areas

▪

Extending system network coverage through BRT

▪

Building out the farecard network (e.g., HK’s Octopus)
Revised HTA Fiscal Plan
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VI. LIQUIDITY SITUATION
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13-Week Cash Case:20-00005-LTS
Flow

1
2
3
4
5
6
7
8
-9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
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Desc:

Week #:
Actual (Act.) / Projected (Fcst.):

32
Act.

33
Act.

34
Act.

35
Act.

36
Act.

37
Act.

38
Act.

39
Act.

40
Act.

41
Act.

42
Act.

43
Act.

44
Act.

($000's)
Week Ended:
Operating Receipts
Toll Fares
Transit Revenues (Refer to Note C below)
Electronic Toll Fines
Other Income
Total Operating Receipts
Intra-Government Receipts
Transfer from Government of PR
Special State Grant
PR Gov. Infraestructure Funding
Total Intra-Government Receipts
Other Receipts [Separate Federal Transfers by Program]
Federal Aid - FHWA & Earmarked Projects
Federal Aid - FTA (Sec. 5307 & Sec. 5309)
Emergency Reconstruction Program - FHWA
Emergency Reconstruction Program - FEMA
Emergency Reconstruction Program - FTA
Total Other Receipts
Total Receipts
Operating Disbursements
Nomina y Costos Relacionados
Retirement Contributions (PayGo)
Christmas Bonus
Facilidades y Pagos por Servicios
Servicios Comprados
Donativos
Transportacion
Servicios Profesionales
Otros Gastos Operacionales
Anuncios
Total Operating Disbursements
Capex Disbursements
Mejoras Permanentes Federal
Mejoras Permanentes Estatal
Emergency Reconstruction Program
Total Disbursements
Net Cash Flow
Unrestricted Bank Cash Balance Roll-Forward
Beginning Cash Balance
Net Cash Flow
Other Inflows (Refer to Note A below)
Other Outflows (Refer to Note B below)
Ending Bank Cash Balance

2/8

2/15

2/22

3/1

3/8

3/15

3/22

3/29

4/5

4/12

4/19

4/26

5/3

105
39
$144

6,124
37
153
$6,314

2,110
53
357
$2,520

1,545
87
275
$1,907

3,099
70
399
$3,568

1,876
61
74
$2,011

2,075
72
843
$2,990

1,494
23
52
$1,569

-

-

-

-

8,108
$8,108

-

-

-

2,676
2,676
$2,820

1,751
30
1,781
$8,095

2,447
2,447
$4,967

22
2,777
2,799
$4,706

1,876
2,756
4,632
$16,308

1,506
373
1,879
$3,890

1,484
19
1,001
2,504
$5,494

98
1,386
56
45
$1,585

1,366
799
161
54
14,039
$16,419

201
1
1,588
28
96
14
$1,928

1,934
2,466
74
515
3
$4,992

550
10
317
88
114
9
$1,088

1,958
658
123
204
386
$3,329

3,596
689
$5,870
($3,050)

4,161
2,579
$23,159
($15,064)

2,642
2,640
$7,210
($2,243)

193
2,925
3,117
$11,227
($6,521)

2,664
6,115
3,220
$13,087
$3,221

$385,317
(3,050)
3,669
(24)
$385,912

$385,912
(15,064)
(248)
$370,600

$370,600
(2,243)
21
(1)
$368,377

$368,377
(6,521)
1,001
(29)
$362,828

$362,828
3,221
7
(576)
$365,480

4,435
40
97
$4,572

1,789
50
8
$1,847

3,415
17
147
$3,579

74
1,600
$1,674

8,108
$8,108

-

-

-

8,108
$8,108

$1,569

8,085
1,732
9,817
$18,207

1,474
89
1,563
$6,135

9,813
2,033
11,846
$13,693

1,282
1,282
$4,861

6,120
387
6,507
$16,289

155
364
9,213
92
1,047
37
$10,908

1,518
2,900
947
1,117
607
2
117
2
$7,210

1,018
74
3,667
49
422
1,093
$6,323

1,251
18
82
280
144
$1,775

118
69
145
72
88
15
$507

1,940
2,531
602
988
511
369
6
$6,947

241
3,617
80
325
3
$4,266

1,547
3,171
330
$8,377
($4,487)

2,007
1,342
611
$14,868
($9,374)

21
1,939
$9,170
($7,601)

6,338
3,133
356
$16,150
$2,057

122
5,551
2,098
$9,546
($3,411)

2,271
3,097
$12,315
($7,454)

5,888
2,273
387
$12,814
$3,475

$365,480
(4,487)
(3)
$360,990

$360,990
(9,374)
220
(1)
$351,835

$351,835
(7,601)
20
(727)
$343,527

$343,527
2,057
6
(116)
$345,474

$345,474
(3,411)
5
(4,065)
$338,003

$347,308
(7,454)
12
$339,866

$339,866
3,475
6
(4)
$343,343
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203
$282

7,237
717
$8,461
$5,232
$338,003
5,232
4,079
(6)
$347,308
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VII. DEBT SUSTAINABILITY
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Case:20-00005-LTS
HTA Outstanding
Debt

Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
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Desc:

Current debt structure, USD millions
6,084

Expired GDB
Line of Credit

• 24 expired lines of credits with GDB

1,733

• Insured Highway Revenue Bonds, Series 1968

547

68
283
215

56
1,024

• Uninsured Highway Revenue Bonds, Series 1968
• Insured 1998 Sub. Transportation RevenueBonds
• Uninsured 1998 Sub. Transportation Revenue Bonds
• Uninsured Transportation Revenue Bonds, Series 1998

98
1,874

Others1

• Insured Transportation Revenue Bonds, Series 1998

352

1 Outstanding bond estimates as of Fiscal Year End 2017 based on a Bloomberg data extract. 1 Other Includes: $200M in Variable Rate Bonds, $57M in CPI based interest-rate bonds, $.7M in LIBOR based
interest rate bonds maturing through 2045, $93M in Capital Appreciation Bonds maturing through 2026. DGB line of debt based on HTA management estimates.
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Debt Sustainability
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Exhibit K Page 113 of 137

Desc:

USD millions
▪ HTA has had insufficient cash flows to service its debt, and entered Title III in May 2017. It has not made payments since July 2017
▪ However, post the expected Commonwealth CAPX funding, transfer from Government of PR, and the incremental positive cash flows of fiscal
plan measures, HTA will have $493 M cash flow as a surplus available throughthe Fiscal Plan Period for strategic projects and / or debt service.
$ in millions

FY19

FY20

FY21

FY22

FY23

FY19-FY24
Total

FY24

Operating Revenues

742

761

797

806

814

824

4,744

Capital Contributions

345

619

426

419

302

252

2,363

(579)

(584)

(581)

(581)

(582)

(583)

(3,491)

508

796

642

644

534

492

3,616

Total operating and CIP expenses

(617)

(872)

(743)

(762)

(605)

(533)

(4,131)

Total Fiscal Gap Post-Measures, net of Rev
Retention & Gov. Funding

(109)

(76)

(101)

(118)

(70)

(40)

(515)

97

-

222

238

225

225

1,008

(12)

(76)

121

120

154

185

493

Retained Revenues to Central Government
Revenues net of Retained Revenues

Transfer from Government of PR
Cash Flow Available Post-Measures and
Govt. Transfer
▪ The following matrix illustrates, for
varying coupon levels and primary surplus,
or net revenue, figures, the amount of
restructured HTA debt that could be
supported by that surplus level.
▪ The matrix assumes a 30-year, level debt
service payment structure and only onetime coverage of net revenues to debt
service.

Sensitivity Analysis: Implied
Debt Capacity at 1.0x Coverage

Illustrative Cash Flow Available

$25
4.0%
$432
Sensitivity Analysis: PV rate %

$50
$865

$75
$100
$1,297
$1,729

5.0%

$384

$769

$1,153

$1,537

6.0%

$344

$688

$1,032

$1,376

Values in USD millions
Revised HTA Fiscal Plan
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VIII. IMPLEMENTATION PLAN
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Vision for HTACase:20-00005-LTS
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Desc:

Create a comprehensive Transformation Plan to enable HTA to effectively operate under current fiscal constraints, optimize revenue
and expenses with consideration of macroeconomic, socioeconomic and environmental impacts, and to exit Title III status, while
providing high-quality management of Puerto Rico’s integrated highway network to benefit its users / residents

Structure

▪ Specialized roads and transit authority with enhanced governance, expert leaders, and a missionto
sustainably improve roads and infrastructure
▪ Lean entity to efficiently and sustainably deliver roads and infrastructure mission without internal rigidities

▪ Optimized toll roads with socio-economic and environmental impact of tolling andpricing considered
▪ Real estate assets identified & monetization options considered to provide cash flows for reinvestment
Revenue

▪ Federal funds maximized, existing and future transit projects optimized to achieve higher farebox recovery
▪ Concessions considered for all optimized assets including as an implementation mechanism that
maintains adequate funding for the integrated highway network
▪ Scale workforce to meet current needs, and pursue cost-effective outsourcing and margin optimization to
right-size opex and generatecashflows

Expenses

▪ Optimized construction value chain, renegotiated operating contracts, and outsourced project-specific functions

Revised HTA Fiscal Plan
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Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
Pursue guidingCase:20-00005-LTS
principles toDoc#:1-11
address
financial
Exhibit Kthe
Page
116 of 137 gap and re-focus HTA toward
its objectives
Establish an
efficient
organization
Demonstrate
capacity to
implement
Improve
infrastructure
towards new
standards
Reach a
sustainable debt
structure
Improve project
delivery
effectiveness

Sustain Financial
Control Reform
Strengthen
partnership with
federal agencies

▪ Transform HTA into an organization in which resources are aligned to critical objectives and scale appropriately to available
resources and planned investments
▪ Engage best resources efficiently to move HTA agenda forward in a fiscally sustainable manner
▪ Demonstrate capacity to implement reconstruction capex, STIP, and CIP
▪ Clear implementation plans, with milestones and metrics monitoring progress of all fiscal measures and structuralreforms
▪ Transformation office with stakeholder representation and clear ownership and leadership structures defined
▪ Focus infrastructure program on maintaining and improving existing road networks and mitigating congestion
▪ Implement data-driven process for project selection and prioritization based on asset condition, and safety
▪ Embrace best-in-class approaches for congestion relief (see previous slides on congestion management
(measure 13)
▪ Maximize deployment of federal funds and utilize toll credits to receive highest-possible federal share
▪ Obtain a sustainable debt structure to allow for provision of services and realistic economic growth infrastructure
▪ Evaluate new funding structures used in other jurisdictions
▪ Streamline project delivery and improve project times from planning to completion through better project management,
innovative contracting (e.g., CHICA1, ratings/bonuses), and contract structures (adequately allocate risks)
▪ Maintain compliance with FHWA MOU and demonstrate improved project performance management
▪ Improve internal controls and integrate lessons learned into ongoing and new projects
▪ Establish a zero-based budget approach and develop the tools and culture required to sustain it
▪ Implement procurement process reform to improve timeliness, accountability, and cost-control
▪
▪
▪
▪

Maintain strong communication with FHWA & FTA, and move HTA forward towards full federal compliance
Remedy non-compliance identified in 2016-2018 Single Audit Reports
Communicate Fiscal Plan to federal agencies and work together towards sustainable solutions
Engage proactively with FHWA & FTA to re-position HTA as a first-class federal grantee and infrastructure developer

1 CHICA contracts are hybrid contracts with contingencies and acceleration clauses
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TransformationCase:20-00005-LTS
Implementation
Structure
for Results
Exhibit K PageOrganizing
117 of 137

The Steering Committee is ultimately responsible for the
project, which includes validating objectives, facilitating
resources, approving designs and making all final decisions and
includes HTA and FOMB representatives

Steering Committee

Structure
Revenues
Expenses

Transformation Plan Lead serves as the main contact
to facilitate scheduling, project support and
communication, approved by the FOMB

Transformation PlanLead

PMOWork Team
Focus Areas
1

2
Governance /
Management

3
Privatization/
Concessions

6

7
TransitRevenues

5

4
Debt Adjustment

8
Construction /
Capex

Toll Revenues

Operations /
Contract re-bidding

9

OtherRevenues

DetailedWorkforce
Transition Plan

The Work Team is
responsible for the dayto-day activities of the
project, including
analyses, delivery of work
products, communication
ofproject status and
coordination of meetings
with the Steering
Committee

PMO Principles: HTA has established a PMO with the required organization and processesto
implementthe fiscal measures, initiatives and the reforms proposed within this plan

Strategy:
PMO goals are aligned
with HTA strategic
objectives and that
projects are correctly
prioritized

Governance:

Risk and Audit:

PMO has visibility and
credibility by
participating in all
decision makingforums
(HTA and Central
Government)

PMO identifies risks,
their probability and
implications through
validated procedures
while ensuring quality
and adherence to HTA
as well as withCentral
government key
strategies

Revised HTA Fiscal Plan
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Reporting:
PMO implements
effective and
comprehensive
oversight and monitoring
through adequate
performance metrics, to
the correct audience in
the needed timeframe
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Certified Fiscal Plan Submitted
▪ Detailed Fiscal Plan consistingof:
– Initiatives and steps of progression
– Timeline of implementation and
expected goals for Fiscal Measures
– High-level milestones

June
2018

Begin majorinitiatives,
including
– Outsourcing
– Workforce Transition
– Concessions

May-June
2018

Late 2018

Begin Transformational
Changes

▪ Detailed implementation plans
for all measures

Bus Contract Rebid begins
to produce savings for HTA

–
–

Maintain Momentum
▪ Realize results to build-in
additional internal and external
stakeholder buy-in critical for
sustained change

April 2019

HTA Submits update to
fiscal plan including:
Updates on major initiativesand
progress made to date
New plans on measures and new
projected milestones

Revised HTA Fiscal Plan
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FY 2019 +

Toll operator transition
and tolling optimization
measures begin to
produce results for HTA.
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Desc:

Post-certification reporting requirements
Report type

Detail

Budget to actuals1 ▪

FOMB reporting cadence

▪
Tracking budgeted to actual cash flow per
budget certification agreements with FOMB
▪
package, including:
▪ Explanation for material variances (>10% and
>$1 million or >$10 million)
▪ Material delays (>1 quarter) in project planning
and delivery cost allocations based on STIP/CIP
implementation schedule
▪ Revenues and additional funding procuredin
excess (>10%) of budgeted amounts

Monthly
Quarterly 203 reporting

Public reporting
▪ Monthly

Liquidity

▪ 13-week cash flow report including:
▪ Accounts payable and accounts receivable rollforwards
▪ 12 common weeks analysis to track material
changes
▪ Monthly bank balances with breakdown of
restricted / unrestricted cash (incl. obligated
funds)

▪ Monthly

▪ Monthly

Initiatives

▪ Refine high-level implementation plans for
measures and submit within three months
▪ Track planned vs. actual expenditure / savingson
fiscal measures

▪ Monthly

▪ Monthly

1 The Revised Fiscal Plan must be the basis for the Certified Budget for FY20, including full implementation of all measures described for that fiscal year, incorporation of any incremental budget changes
included in the Fiscal Plan, and any investments described in the Fiscal Plan. The Certified Budget must include the same level of specificity as specified in the FY20 budgetary process by budget line-item on
sources and uses of funds by fiscal year. The Certified Budget must also provide additional detail on the types of funds used to cover expense categories (e.g., general fund, federal funds, special revenues,
own revenues). Finally, the Certified Budget must include additional detail as necessary to track impact of fiscal measure implementation (e.g., Christmas bonus, pensions and health benefits separated
from Salary and related benefits, professional services fees, etc.)
Revised HTA Fiscal Plan
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Income, expenses, and balance sheet

Desc:

Post-certification reporting requirements (to continue on monthly reporting plan)
Report type
Revenues

Detail1
▪ Toll revenues and traffic volume by toll road
▪ Toll fine collections and violations
▪ Tren Urbano fares and ridership
▪ BRT fares and ridership

FOMB reporting cadence
▪ Monthly

Public reporting
▪ Monthly

Operating
expenses

▪ Changes in headcount (i.e., opening, additions,
exits, closing)
▪ VTP III results
▪ Toll transition financials (i.e., bids for capex,
operator cost, final contract sum)
▪ Professional services fees

▪ Monthly

▪ Monthly

Balance sheet

▪ Statement of assets, liabilities and equity,
including but not limited to the following line
items:
‒ Cash and cash equivalents
‒ Accounts receivable
‒ Prepayments
‒ Investments
‒ Restricted assets
‒ Capital assets
‒ Concession assets
‒ Accounts payable
‒ Pension liabilities
‒ Contingent liabilities
‒ Bonds payable

▪ Monthly

▪Monthly

1 Refer to implementation plans. Implementation plan are high-level and meant to be refined, finalized and submitted to FOMB within 2 months of certification. Implementation plan development and progress
against post-certification reporting requirements will be supervised and monitored by the FOMB.
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Pre-Construction and Construction Reporting for CIP

Desc:

Post-certification reporting requirements
Report type

Detail1

FOMB reporting cadence

Public reporting

Pre-Construction
Reporting

▪ Existing pre-construction reporting template
▪ Monthly reporting of projects ▪ N/A
includes information on bid dates and NTP dates,
in the bid process awaiting
as well as basic project-identifying and cost
construction
information
▪ CIP team has committed to roll
▪ New reporting template will add information on
out new reporting starting
projected and actual award date as well as more
April 15, 2019
identifying detail about the projects in question

Construction
Reporting

▪ Existing construction reporting template includes ▪ Monthly reporting of projects ▪ N/A
detailed information on project timing and
under construction
completion projections as well as cost changes
▪ CIP team has committed to roll
▪ Updated construction reporting template will add out new reporting starting
information on project performance and metrics,
April 15, 2019
projected project disbursements by quarter, and
detailed project identifying information

ER Program

▪ Monthly list of active construction and preconstruction projects and disbursements

▪ Quarterly

▪ N/A

Public project
reporting

▪ List of active projects across all program types
(i.e., Federal, State, ER, EFL) and progress
completed during the month (e.g., lane-miles
paved, % of work certified) with key project
information

▪ Monthly

▪ Monthly

1 Refer to implementation plans. Implementation plan are high-level and meant to be refined, finalized and submitted to FOMB within 2 months of certification. Implementation plan development and progress
against post-certification reporting requirements will be supervised and monitored by the FOMB.
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FHWA performance reporting
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Post-certification reporting requirements
Measure area

Performance measures

FHWA reporting cadence

FOMB reporting cadence

PM1: Safety

▪ Number of fatalities / serious injuries
▪ Fatalities / serious injuries per million vehicle miles traveled
▪ Number of non-motorized fatalities and non-motorized
serious injuries

▪
▪

Annual
HSIP reporting with:
– Targets and how
they support SHSP1
– Outcomes

▪

Annual

PM2: Pavement
Condition

▪ Percentage of pavements of the Interstate System in
Good/Poor condition
▪ Percentage of pavements of the non-Interstate NHS in
Good/Poor condition

▪

▪

Biennial

PM2: Bridge Condition

▪ Percentage of pavements of the NHS System in Good/Poor
condition

▪
▪

Biennial, 4 year perf.
period
– Baseline
– Mid-period
– Full performance
State and MPO reports
USDOT report to congress

PM3: System
Performance

▪ Interstate/Non-Interstate Travel Time Reliability Measure:
Percent of person-miles traveled on the Interstate that are
reliable

▪

▪

Biennial

PM3: Freight Movement

▪ Freight Reliability Measure: Truck Travel Time Reliability
(TTTR) Index

Biennial, 4 year perf.
period
– Baseline
– Mid-period
– Full performance
State and MPO reports
on performance
USDOT report to
congress

PM3: Traffic Congestion

▪ Peak Hour Excessive Delay (PHED) Measure: Annual Hours of
Peak Hour Excessive Delay (PHED) Per Capita
▪ Non-Single Occupancy Vehicle Travel (SOV) Measure:
Percent of Non-Single Occupancy Vehicle (SOV) Travel

PM3: On-Road Mobile
Source Emissions

▪ Emissions Measure: Total Emission Reductions

▪
▪

1 State Highway Safety Plan

Revised HTA Fiscal Plan
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Timeline of TPMs
for PM1, PM2, and
ExhibitPM3
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Year:

Report

Desc:

0

1

2

3

4

1. PM2 & PM3
Baseline
Performance
Report

1. PM1 Annual
Performance
Report

1. PM1 Annual
Performance
Report

1. PM1 Annual
Performance
Report

1. PM1 Annual
Performance
Report

▪ Baseline status ▪ Yearly report

Details

▪

of PM2 and
PM3 conditions
(pavement,
bridge, freight,
system
performance,
CMAQ)
2- and 4-year
targets set

▪

on the number
of fatalities and
serious injuries
indexed to
vehicle miles
traveled
Non-motorized
fatalities and
serious injuries

2. PM2 & PM3
Mid-period
Performance
Report

2. PM2 & PM3
Full Period
Performance
Report

▪ Report on the

▪ Evaluate

▪

▪

status of PM2
and PM3
conditions
versus 2-year
targets
Re-assess the 4year targets
Discuss strategy
around
investments /
achievements

Revised HTA Fiscal Plan
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details
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Desc:

Mid Period

Full
Period

Actual conditions

X

X

Progress discussion/truck freight bottlenecks

X

X

Investment strategy discussion

X

X

Adjusted four-year targets

X

Extenuating circumstances

X

X

NHPP/NHFP target achievement discussion

X

X

Contents
2-year targets

Baseline
X

4-year targets

X

Basis for targets

X

Baseline conditions/truck freight bottlenecks

X

Ties to other plans

X

Revised HTA Fiscal Plan
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APPENDIX A: Summary Fiscal Plan Bridges to June
2018 Certified Fiscal Plan

Revised HTA Fiscal Plan
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Fiscal Plan Bridge,
June 2018 to Exhibit
JuneK 2019:
Summary
Page 126
of 137

Desc:

Delta between June 2018 Fiscal Plan and June 2019 Fiscal Surplus, $ in millions
Negative contribution
Positive contribution

57
205

50

205
13

401

47

57

491

See final slide for details
on fiscal measure
changes since April

358

June 29
FP surplus

Operating
Revenue1

493

Tax and Fee
Capital
Construction Construction
Revenue1 Contributions2,3 Expense2
Support4

Opex4

Retained
Revenues1

Fiscal Plan
Measures

Central Govt.
Transfer5

May FP
surplus

1 Mainly driven by changes in CW real GNP projections
2 Mainly driven by outsourcing of ER to Eastern Federal Lands
3 Partially driven by lower transit funds
4 Mainly driven by VTP savings
5 Mainly driven by differences between FY18 vs. FY24 transfer
Revised HTA Fiscal Plan
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Fiscal Plan Bridge,
June 2018 to Exhibit
JuneK 2019:
Detail,
Page 127
of 137 Fiscal Measures

Delta between June 2018 and June 2019 Fiscal Measures, $ in millions
Negative contribution
Positive contribution
29

14

7

61
27
2

462

24

415

Jun 18

13

Increase Tolls Discretionary
Toll
Rightsizing3
1
2
Funds
Optimization

Uniform
health

Contract
Re-Bid

Early exits4

Others

May 19

1 Driven by timing differences between FY18 ($0M) and FY24 ($24M)
2 Driven by improvements in fine collection rates from $60 to 80%
3 Combined effect of restructuring measure is $65M in savings, this summary reflects only savings from past efforts
4 Implemented and reflected in baseline
Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
Fiscal Plan Bridge,
June 2018 to Exhibit
JuneK 2019:
Detail,
Page 128
of 137 Capital Program

Deficit

Surplus

Delta between June 2018 Fiscal Plan Update and June 2019 Fiscal Plan Update, in $ millions

495

509

152
58

242
391
391

2018 FP deficit FHWA Funds1

State Funds
Earmarked
for CapEx2

Federal
Emergency
Revenues3

116

111

Non-Federal
Construction
Projects4

FHWA
Construction
Soft Costs5

156
Non-Federal
Construction
Soft Costs5

Federal
Emergency
Repair
Program3

Others

2019 FP deficit

1 Updated to reflect federal fund availability per FY
2 Mainly driven by use of obligated but undisbursed capex funds from previous fiscal years
3 Mainly driven by outsourcing of ER to Eastern Federal Lands
4 Mainly driven by Abriendo Caminos
5 Updated based on bottom-up build of soft costs
Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit K Page 129 of 137

Desc:

APPENDIX B: FHWA MOU Implementation Details

Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
MOU requirements
and current status
initiatives
Exhibit K of
Page
130 of 137

Desc:

Not Started

Initiative
Federal Aid
Billing
Procedures

Toll Credits

Organizational
Capacity
Development

Expediting
Project
Delivery

Description

In Process

Completed

Status

▪ Revise and submit to FHWA to ensure prompt payment to contractors as follow:
— Paying all contractors by EFT
— Paying all contractors within 40 days of receipt of invoices
— Tracking status of payments using electronic method acceptable to FHWA
— Paying all contractors on the first business day after funds are received from FHWA

Completed on Q2 2016. Tracking
status of payments will be
upgraded with Oracle E-Business
Suite and Program
Management Information
System (PMIS)

▪ Validate that HTA’s existing toll credit balance complies with current FHWA guidance (the
current guidance at the time of execution of this Agreement
▪ Identify that amount of toll credits available for use by HTA, and
▪ Identify modifications that HTA must make to its processes for approving, tracking and
reconciling toll creditusage

In Q1 2016 HTA validated
compliance with FHWA guidance
and identified the available toll
credits. The tracking status of
toll credits will be upgraded with
PMIS

▪ Contract management consultant to assist the HTA to review and develop
recommendations to streamline the HTA’s project billing process, project delivery process,
contracts standard language, training program, SOP’s, and applicable commonwealth laws
or regulation

Notice to Proceed (NTP) provided on
3/2017

▪ Procure services to improve systems such as email communication, electronic project
monitoring system, improvements to financial billing system in order to reduce the HTA’s
obligated but unexpected balances
▪ Submit to the FHWA a report identifying the reasons for the delay of every project that the
HTA has obligated, but less than 5% of funds have been expended since obligation recorded
▪ Develop and Submit a schedule to accelerate obligation of its annual Federal-aid allocation
to ensure all funds are properly obligated before redistribution of Federal-aid obligation
limitation

The email migration was completed
2/2017. Improvements of email
communications completed 7/2017.

Schedule for Implementation
submitted 3/2019
Strategy and RFP development by
Q2 2020

Implementation of Finance, HR, and
Payroll Modules completed,
Management, Inventory, and Treasury
by 7/2019, Contract management by
4/2019
Four phase rollout beginning
12/2019 and ending 7/2021,
currently document repository to
be complete 5/2019

SOURCE: Signed Memorandum of Understanding MOU- PR2016-02-29-094734
Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
MOU Implementation
– Requirement
Federal
Aid Billing Process
ExhibitIK– Page
131 of 137

Estimated
Percentage
Complete

MOU Requirements

Status

1. Payment to contractor by Electronic Funds Transfer

Comments

60%

Complete

(EFT)
2. Payment to contractors within 40 days of receipt of

invoices *
3. Tracking the status of payment using an electronic

method that is acceptable and accessible to FHWA
4. Payment to all contractors on the first business day

after funds are received from FHWA

Additional work is needed as HTA does not
track time in accordance with the MOU
HTA has not disclosed that it has established
a mechanism to track time from request to
payment
Complete, continuing effort

5. Revise HTA’s billing process to be able to bill FHWA on

a cost-incurred basis rather than a reimbursement
basis

HTA’s billing is currently done on a
cost-incurred basis

* The OCD implementation streamlines the payment process to accelerate payments to contractors. The short- term implementation
will be focused on the reduction of touchpoints and the optimization of internal documentation while complying with federal
regulations. The long-term implementation will be achieved with the deployment and adoption of Oracle and PMIS.

Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06
MOU Implementation
– Requirement
Toll132Credits
ExhibitII
K –Page
of 137

Desc:

Estimated
Percentage
Complete

80%
MOU Requirements

Status

Comments

1. Validate that HTA’s existing toll credit balance
complies with current FHWA guidance (the current
guidance at the time of execution of this Agreement
is “Interim Guidance – Toll Credit for Non-Federal
Share, November 20, 2015”

Complete

2. Identify the amount of toll credits available for use by
HTA

Complete

3. Identify modifications that HTA must make to its
processes for approving, tracking and reconciling toll
credit usage *
* Electronic method will be upgraded

with the deployment and

The standard operating procedure was
revised and Federal Liaison Office is in
charge of this continuous effort. HTA
has not provide FHWA modification to
its written process for approving,
tracking and reconciling toll credit usage

adoption of the new systems

Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
MOU Implementation
– Section IIIExhibit
– Organizational
K Page 133 of 137 Capacity Development

Estimated
Percentage
Complete

MOU Requirement
This section required a development of a
request for proposal (RFP) to procure a
management consultant service to facilitate
and enable HTA to improve its systems,
procedures and bylaws in order to become a
more efficient organization and expedite
project delivery

97%
HTA’s Draft New Organizational Structure

Conceptual framework submitted to FHWA
• Schedule for Implementation was submitted
to FHWA on March 25, 2019
• The Organizational Structure includes a new
Executive Director’s Advisory Office focused
on Strategic and Effective Outsourcing
• Initial Strategy and RFP Development Q1-2
of FY 20
• De-linked Business Process Improvements
from PMIS implementation

Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
MOU Implementation
– Section IIIExhibit
– Organizational
K Page 134 of 137 Capacity Development (cont’d)

High Level – Schedule for Implementation submitted to FHWA
Organizational Processes Improvement Plan

FY 2019

FY 2020

FY 2021

FY 2022

FY 2023

2.0 Billing Process
3.0 Organizational Structure
4.0 Project Development Process (12 Initiatives)
5.0 Standard Documents Improvements
7.0 Standard Operating Procedures
8.0 Core Competencies & Training

To assure an effective rollout date, each initiative includes three main phases: (1) Planning, (2) Development and
(3) Rollout

Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
MOU Implementation
– Section IVExhibit
– Expediting
Delivery through Improved
K Page 135 of Project
137
Management Systems

Estimated
Percentage
Complete

MOU Requirement

Status

Comments

1. Develop a report identifying the reasons for
delay for every project HTA obligated

Complete

2. Issue an RFP to procure improved systems such
as email communication, electronic project
monitoring system, improvements to the
financial billing system in order to reduce the
HTA’s obligated but unexpended balances

In Process

3. Develop and submit a schedule with milestones
to accelerate obligation of federal aid
allocations

80%

The schedule to accelerate the obligation of
annual federal-aid allocation was agreed
and accomplished. Since that day, HTA is
obligating all the funds by August
redistribution.

HTA to submit to FHWA a report identifying the reasons for the delay for every project that HTA has
obligated, but not expended at least 5% of the funds

Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
MOU Implementation
– Section IVExhibit
– Expediting
Delivery through Improved
K Page 136 of Project
137
Management Systems (continued)

Status of the Management Systems Improvements

Estimated
Percentage
Complete

100%

Email Communication:

• Microsoft Exchange migration to Microsoft Office 365
“Cloud/SaaS’’ was completed in July 2017
Improvement to the Financial System:

Estimated
Percentage
Complete

60%

• Upgrade of Oracle EBS Finance Modules were completed on March 15,
2019
• Human Resources and Payroll Modules Implementation were completed
on February 15, 2019
• Implementation of New Financial Modules such as grants and cash
tracking. Management, Inventory, Treasury to be completed by July 2019.
• Integrated Contract Management Module (ICMM) to be completed by
April 2020. Deployment timeframes need to be clearly defined
relative to previously reported timeframes.
Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-11 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
MOU Implementation
– Section IVExhibit
– Expediting
Delivery through Improved
K Page 137 of Project
137
Management Systems - PMIS

Project Management Information System (PMIS):
•

•

•

Estimated
Percentage
Complete

Oracle-Unifier is implementing its software in phases. The following schedule
considers the development & execution and the rollout phases:

58%

Phase I - Documents
Management

Phase II - Project
Creation and Project
Controls

Phase III - Bids and
Schedule
Management

Documents
repository available
May 2019

Project delivery
processes available
August 2019

Procurement and
time management
processes available
March 2020

Additional project
delivery processes
available

Rollout

Rollout

Rollout

Rollout

December 2019

September 2020

April 2021

July 2021

Phase IV – RFPs &
Planning Docs

June 2020

Development & Execution – this phase considers the business analysis, coding, user acceptance tests and Power
User Training activities, among others
Rollout phase – this phase considers pilot projects, full staff training and final system adoption activities. The
implemented modules are monitored, measured and adjusted, as deemed necessary.
Revised HTA Fiscal Plan
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Case:20-00005-LTS Doc#:1-12 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit Category Sheet Page 1 of 1

Desc:
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Case:20-00005-LTS Doc#:1-13 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit PROMESA Cover Sheet Page 1 of 2

Desc:
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Case:20-00005-LTS Doc#:1-13 Filed:01/16/20 Entered:01/16/20 18:09:06
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Desc:
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Case:20-00005-LTS Doc#:1-14 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit Summons of Ambac Assurance Corp. Page 1 of 2
B2500A (Form 2500A) ()

Desc:



In re 
Debtor
THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO

Plaintiff 
v.
AMBAC ASSURANCE CORP., et als.
Defendant

)
)
)
)
)
)
)
)
)
)
)

Case No. 
Chapter 


3:17-BK-3283 (LTS)


Adv. Proc. No.

SUMMONS IN AN ADVERSARY PROCEEDING
 Ambac Assurance Corp.
One State Street Plaza
New York, NY 10004
YOU ARE SUMMONED and required to file a motion or answer to the complaint which is
attached to this summons with the clerk of the  court within 30 days after the date of issuance of
this summons, except that the United States and its offices and agencies shall file a motion or answer
to the complaint within 35 days. 

Hermann D. Bauer
O'Neill & Borges LLC
250 Muñoz Rivera Ave., Suite 800
San Juan, PR 00918-1813

If you make a motion, your time to answer is governed by Fed. R. Bankr. P. 7012.






Date:




Case:20-00005-LTS Doc#:1-14 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit Summons of Ambac Assurance Corp. Page 2 of 2

Desc:



CERTIFICATE OF SERVICE
I,
the complaint was made

(name), certify that service of this summons and a copy of
(date) by:



Mail service: Regular, first class United States mail, postage fully pre-paid, addressed
to:



Personal Service: By leaving the process with the defendant or with an officer or agent
of defendant at:



Residence Service: By leaving the process with the following adult at:



Certified Mail Service on an Insured Depository Institution: By sending the process by
certified mail addressed to the following officer of the defendant at:



Publication: The defendant was served as follows: [Describe briefly]



State Law: The defendant was served pursuant to the laws of the State of
follows: [Describe briefly]

, as

If service was made by personal service, by residence service, or pursuant to state law, I further
certify that I am, and at all times during the service of process was, not less than 18 years of age and
not a party to the matter concerning which service of process was made.
Under penalty of perjury, I declare that the foregoing is true and correct.
Date

Signature
Print Name:
Business Address:

Case:20-00005-LTS Doc#:1-15 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit Summons of Assured Guaranty Corp. Page 1 of 2
B2500A (Form 2500A) ()

Desc:



In re 
Debtor
THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO

Plaintiff 
v.
AMBAC ASSURANCE CORP., et als.
Defendant

)
)
)
)
)
)
)
)
)
)
)

Case No. 
Chapter 


3:17-BK-3283 (LTS)


Adv. Proc. No.

SUMMONS IN AN ADVERSARY PROCEEDING
 Assured Guaranty Corp.
1633 Broadway
New York, NY 10019
YOU ARE SUMMONED and required to file a motion or answer to the complaint which is
attached to this summons with the clerk of the  court within 30 days after the date of issuance of
this summons, except that the United States and its offices and agencies shall file a motion or answer
to the complaint within 35 days. 

Hermann D. Bauer
O'Neill & Borges LLC
250 Muñoz Rivera Ave., Suite 800
San Juan, PR 00918-1813

If you make a motion, your time to answer is governed by Fed. R. Bankr. P. 7012.






Date:




Case:20-00005-LTS Doc#:1-15 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit Summons of Assured Guaranty Corp. Page 2 of 2

Desc:



CERTIFICATE OF SERVICE
I,
the complaint was made

(name), certify that service of this summons and a copy of
(date) by:



Mail service: Regular, first class United States mail, postage fully pre-paid, addressed
to:



Personal Service: By leaving the process with the defendant or with an officer or agent
of defendant at:



Residence Service: By leaving the process with the following adult at:



Certified Mail Service on an Insured Depository Institution: By sending the process by
certified mail addressed to the following officer of the defendant at:



Publication: The defendant was served as follows: [Describe briefly]



State Law: The defendant was served pursuant to the laws of the State of
follows: [Describe briefly]

, as

If service was made by personal service, by residence service, or pursuant to state law, I further
certify that I am, and at all times during the service of process was, not less than 18 years of age and
not a party to the matter concerning which service of process was made.
Under penalty of perjury, I declare that the foregoing is true and correct.
Date

Signature
Print Name:
Business Address:

Case:20-00005-LTS Doc#:1-16 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit Summons of Assured Guaranty Municipal Corp. Page 1 of 2
B2500A (Form 2500A) ()

Desc:



In re 
Debtor
THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO

Plaintiff 
v.
AMBAC ASSURANCE CORP., et als.
Defendant

)
)
)
)
)
)
)
)
)
)
)

Case No. 
Chapter 


3:17-BK-3283 (LTS)


Adv. Proc. No.

SUMMONS IN AN ADVERSARY PROCEEDING
 Assured Guaranty Municipal Corp.
1633 Broadway
New York, NY 10019
YOU ARE SUMMONED and required to file a motion or answer to the complaint which is
attached to this summons with the clerk of the  court within 30 days after the date of issuance of
this summons, except that the United States and its offices and agencies shall file a motion or answer
to the complaint within 35 days. 

Hermann D. Bauer
O'Neill & Borges LLC
250 Muñoz Rivera Ave., Suite 800
San Juan, PR 00918-1813

If you make a motion, your time to answer is governed by Fed. R. Bankr. P. 7012.






Date:




Case:20-00005-LTS Doc#:1-16 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit Summons of Assured Guaranty Municipal Corp. Page 2 of 2

Desc:



CERTIFICATE OF SERVICE
I,
the complaint was made

(name), certify that service of this summons and a copy of
(date) by:



Mail service: Regular, first class United States mail, postage fully pre-paid, addressed
to:



Personal Service: By leaving the process with the defendant or with an officer or agent
of defendant at:



Residence Service: By leaving the process with the following adult at:



Certified Mail Service on an Insured Depository Institution: By sending the process by
certified mail addressed to the following officer of the defendant at:



Publication: The defendant was served as follows: [Describe briefly]



State Law: The defendant was served pursuant to the laws of the State of
follows: [Describe briefly]

, as

If service was made by personal service, by residence service, or pursuant to state law, I further
certify that I am, and at all times during the service of process was, not less than 18 years of age and
not a party to the matter concerning which service of process was made.
Under penalty of perjury, I declare that the foregoing is true and correct.
Date

Signature
Print Name:
Business Address:

Case:20-00005-LTS Doc#:1-17 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
Exhibit Summons of Financial Guaranty Insurance Company. Page 1 of 2
B2500A (Form 2500A) ()



In re 
Debtor
THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO

Plaintiff 
v.
AMBAC ASSURANCE CORP., et als.
Defendant

)
)
)
)
)
)
)
)
)
)
)

Case No. 
Chapter 


3:17-BK-3283 (LTS)


Adv. Proc. No.

SUMMONS IN AN ADVERSARY PROCEEDING
 Financial Guaranty Insurance Company
463 Seventh Avenue, 16th Floor
New York, NY 10018
YOU ARE SUMMONED and required to file a motion or answer to the complaint which is
attached to this summons with the clerk of the  court within 30 days after the date of issuance of
this summons, except that the United States and its offices and agencies shall file a motion or answer
to the complaint within 35 days. 

Hermann D. Bauer
O'Neill & Borges LLC
250 Muñoz Rivera Ave., Suite 800
San Juan, PR 00918-1813

If you make a motion, your time to answer is governed by Fed. R. Bankr. P. 7012.






Date:




Case:20-00005-LTS Doc#:1-17 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
Exhibit Summons of Financial Guaranty Insurance Company. Page 2 of 2



CERTIFICATE OF SERVICE
I,
the complaint was made

(name), certify that service of this summons and a copy of
(date) by:



Mail service: Regular, first class United States mail, postage fully pre-paid, addressed
to:



Personal Service: By leaving the process with the defendant or with an officer or agent
of defendant at:



Residence Service: By leaving the process with the following adult at:



Certified Mail Service on an Insured Depository Institution: By sending the process by
certified mail addressed to the following officer of the defendant at:



Publication: The defendant was served as follows: [Describe briefly]



State Law: The defendant was served pursuant to the laws of the State of
follows: [Describe briefly]

, as

If service was made by personal service, by residence service, or pursuant to state law, I further
certify that I am, and at all times during the service of process was, not less than 18 years of age and
not a party to the matter concerning which service of process was made.
Under penalty of perjury, I declare that the foregoing is true and correct.
Date

Signature
Print Name:
Business Address:

Case:20-00005-LTS Doc#:1-18 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
Exhibit Summons of National Public Finance Guarantee Corporation. Page 1 of 2
B2500A (Form 2500A) ()



In re 
Debtor

)
)
)
)
)
)
)
)
)
)
)

THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO

Plaintiff 
v.
AMBAC ASSURANCE CORP., et als.
Defendant

Case No. 
Chapter 


3:17-BK-3283 (LTS)


Adv. Proc. No.

SUMMONS IN AN ADVERSARY PROCEEDING
 National Public Finance Guarantee Corporation
1 Manhattanville Road
Purchase, NY 10577
YOU ARE SUMMONED and required to file a motion or answer to the complaint which is
attached to this summons with the clerk of the  court within 30 days after the date of issuance of
this summons, except that the United States and its offices and agencies shall file a motion or answer
to the complaint within 35 days. 

Hermann D. Bauer
O'Neill & Borges LLC
250 Muñoz Rivera Ave., Suite 800
San Juan, PR 00918-1813

If you make a motion, your time to answer is governed by Fed. R. Bankr. P. 7012.






Date:




Case:20-00005-LTS Doc#:1-18 Filed:01/16/20 Entered:01/16/20 18:09:06 Desc:
Exhibit Summons of National Public Finance Guarantee Corporation. Page 2 of 2



CERTIFICATE OF SERVICE
I,
the complaint was made

(name), certify that service of this summons and a copy of
(date) by:



Mail service: Regular, first class United States mail, postage fully pre-paid, addressed
to:



Personal Service: By leaving the process with the defendant or with an officer or agent
of defendant at:



Residence Service: By leaving the process with the following adult at:



Certified Mail Service on an Insured Depository Institution: By sending the process by
certified mail addressed to the following officer of the defendant at:



Publication: The defendant was served as follows: [Describe briefly]



State Law: The defendant was served pursuant to the laws of the State of
follows: [Describe briefly]

, as

If service was made by personal service, by residence service, or pursuant to state law, I further
certify that I am, and at all times during the service of process was, not less than 18 years of age and
not a party to the matter concerning which service of process was made.
Under penalty of perjury, I declare that the foregoing is true and correct.
Date

Signature
Print Name:
Business Address:

Case:20-00005-LTS Doc#:1-19 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit Summons of Peaje Investments LLC. Page 1 of 2
B2500A (Form 2500A) ()

Desc:



In re 
Debtor
THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO

Plaintiff 
v.
AMBAC ASSURANCE CORP., et als.
Defendant

)
)
)
)
)
)
)
)
)
)
)

Case No. 
Chapter 


3:17-BK-3283 (LTS)


Adv. Proc. No.

SUMMONS IN AN ADVERSARY PROCEEDING


Peaje Investments LLC
c/o Allan S. Brilliant
Dechert LLP
1095 Avenue of the Americas
New York, NY 10036
Peaje Investments LLC
c/o Cogency Global, Inc.
850 New Burton Road, Suite 201
Dover, DE 19904

YOU ARE SUMMONED and required to file a motion or answer to the complaint which is
attached to this summons with the clerk of the  court within 30 days after the date of issuance of
this summons, except that the United States and its offices and agencies shall file a motion or answer
to the complaint within 35 days. 

Hermann D. Bauer
O'Neill & Borges LLC
250 Muñoz Rivera Ave., Suite 800
San Juan, PR 00918-1813

If you make a motion, your time to answer is governed by Fed. R. Bankr. P. 7012.






Date:




Case:20-00005-LTS Doc#:1-19 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit Summons of Peaje Investments LLC. Page 2 of 2

Desc:



CERTIFICATE OF SERVICE
I,
the complaint was made

(name), certify that service of this summons and a copy of
(date) by:



Mail service: Regular, first class United States mail, postage fully pre-paid, addressed
to:



Personal Service: By leaving the process with the defendant or with an officer or agent
of defendant at:



Residence Service: By leaving the process with the following adult at:



Certified Mail Service on an Insured Depository Institution: By sending the process by
certified mail addressed to the following officer of the defendant at:



Publication: The defendant was served as follows: [Describe briefly]



State Law: The defendant was served pursuant to the laws of the State of
follows: [Describe briefly]

, as

If service was made by personal service, by residence service, or pursuant to state law, I further
certify that I am, and at all times during the service of process was, not less than 18 years of age and
not a party to the matter concerning which service of process was made.
Under penalty of perjury, I declare that the foregoing is true and correct.
Date

Signature
Print Name:
Business Address:

Case:20-00005-LTS Doc#:1-20 Filed:01/16/20 Entered:01/16/20 18:09:06
Exhibit Summons of The Bank of New York Mellon. Page 1 of 2
B2500A (Form 2500A) ()

Desc:



In re 
Debtor
THE FINANCIAL OVERSIGHT AND MANAGEMENT
BOARD FOR PUERTO RICO

Plaintiff 
v.
AMBAC ASSURANCE CORP., et als.
Defendant

)
)
)
)
)
)
)
)
)
)
)

Case No. 
Chapter 


3:17-BK-3283 (LTS)


Adv. Proc. No.

SUMMONS IN AN ADVERSARY PROCEEDING
 The Bank of New York Mellon
225 Liberty Street
New York, NY 10007
YOU ARE SUMMONED and required to file a motion or answer to the complaint which is
attached to this summons with the clerk of the  court within 30 days after the date of issuance of
this summons, except that the United States and its offices and agencies shall file a motion or answer
to the complaint within 35 days. 

Hermann D. Bauer
O'Neill & Borges LLC
250 Muñoz Rivera Ave., Suite 800
San Juan, PR 00918-1813

If you make a motion, your time to answer is governed by Fed. R. Bankr. P. 7012.






Date:
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CERTIFICATE OF SERVICE
I,
the complaint was made

(name), certify that service of this summons and a copy of
(date) by:



Mail service: Regular, first class United States mail, postage fully pre-paid, addressed
to:



Personal Service: By leaving the process with the defendant or with an officer or agent
of defendant at:



Residence Service: By leaving the process with the following adult at:



Certified Mail Service on an Insured Depository Institution: By sending the process by
certified mail addressed to the following officer of the defendant at:



Publication: The defendant was served as follows: [Describe briefly]



State Law: The defendant was served pursuant to the laws of the State of
follows: [Describe briefly]

, as

If service was made by personal service, by residence service, or pursuant to state law, I further
certify that I am, and at all times during the service of process was, not less than 18 years of age and
not a party to the matter concerning which service of process was made.
Under penalty of perjury, I declare that the foregoing is true and correct.
Date

Signature
Print Name:
Business Address:

