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ARTHUR ANDERSEN LLP

REFORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Board of Trustees of

Employees' Retirement System of the
Governument of Fuerto Rico and its
Instrumentalities:

We have audited the accompanying statements of plan net assets of Employees' Retirement System of the
Government of Puerto Rico and its Instrumentalities (the System) as of June 30, 1998 and 1997, and the
related statements of changes in plan net assets for the years then ended. These financial statements and
the schedules referred to below are the responsibility of the System's management. Our responsibility is to
express an opinion on these financial statements and schedules based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for our

opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the plan
net assets of Employees' Retirement System of the Government of Puerto Rico and its Instrumentalities as
of June 30, 1998 and 1997, and the changes in its plan net assets for the years then ended in conformity with

generally accepted accounting principles.

Ciur audits were made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The supplementary information shown in the accompanying schedules of Funding Progress and
Contributions and related notes are presented for purposes of additional analysis and are not a required
part of the basic financial statements. This information has been subjected to the auditing procedures
applied in our audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

P L7 R

San Juan, Puerto Rico,
September 28, 1998,




EMPLOYEES' REVIREMENT SYSTEM OF THE GOVERNMENT

OF PUERTO RICO AND ITS INSTRUMENTALIVIES

STATEMENTS OF PLAN NIT ASSETS

TUNE 30, 1998 AN 1997
(In thousands)
O eos 1997
ASSELS
CASLL AND INVESTMENTS:
Cash and eash squivalents 5 186,176 % 126,%60
Cash deposited with Covernment Development Bank for Puerto Rico-
Unrestriclod 08,033 108314
Eestricted 1,293 3,513
Teotal cash ank Loz 238617
harketable socuritios 1,020,414 BE7.860
Mortgape notes acquired lrom third parlics 3925 4,70
Other investments 7171 2,577
Total cash and investments 1,385,612 1,133,555
TLOANES TO PLAN MEMBIKS:
Mortgage 85,918 124,603
Fersonal 158,057 150,202
Cultural trips O350 91501
Talal Toans Lo plan mombers 253,364 283,955
Total cash, investments and loans to plan members 1,634 970 1.417.510
ACCOUNTS RECEIVABLE:
Employers 26,158 21,693
General fund of the Government of Puerte Rico 3,233 3,525
The Commonwealth of Puerto Rico Judiciary Retivement Syslem 3,120 1,268
Acerued inferest 4h4 1,223
Oihoer 121 3472
Tolal accounls receivable 48,376 981
PROPERTY AND EQUIPMENT, net 9,355 Q768
CHTIER ASSETS 17,695 17300
Tote] yssets 1,715,402 1475619
ILTABILITIES
ESCROW FUNDS OF MORTOAGE LOANS AND GUARANTEE
INSURAMNCE RESERVE OV ER 1LOANS TO PLAN MEMDBERS 16,040 17,556
CITHER LIABILITIES 23332 13,592
Total linbhilities 39,972 31,1458
MNET ASSETS HELT TN TRUST FOR IPENSION BENEFLTS (see
accompanying Schedule of Funding Progress) 51675430 S1,444471

The accompanying noles are an integral part of thess statements.



EMPLOYELS' RETIREMENT SYSTEM OF THE GOVERNMENT

OF PUERTO RICO AND LTS INSTHRUMENTATLTITIES

STATEMENTS OF CITANGES IN PLAN NET ASSETS

FOR THE YEARS ENDLELD JUNE 30, 1998 AND 1997

(In thousands]
1998 1997
ADDITIONS:
Clontributions-
Employers 5 270,695 5 232674
Participating employees 217,890 206,004
Spocial 13,504 15,819
‘I'otal contributions 502,000 54,617
hwvestment income-
Mot appreciation in investmenl reported at fair value 183,314 173,281
Interest and dividend income 44 234 51,797
227,548 225,078
Less inveslmenl expense o 244)
MNel investmeont incomee 226,052 274 B38
Crther income 1,582 5,334
Tolal additions 750,224 084, 789
DEDUCTIONS:
Annuities 446,234 116,676
Death benefils 1,250 54492
Fefunds-
Employers 1,068 gu2
Participating employees 14,138 10819
Administrative expenses F1.5659 32,701
Tolal deduclions 4809 265 64,530
Mel increase 230,959 24,9549
NET ASSETS HELD IMN TRLUST FOR PENSION BENEFITS:
Beginning of year 1444471 1,229,512
End of year 1675430 51444471

The accompanying notes are an integral part of these statements.



EMPLOYEES RETIREMENT 5YSTEM OF THE GOVERNMENT

OF PUERTO RICO AND TS INSTRUMENTALTITES

NOTES 1O FINANCIAL STATEMENTS

[UME 30, 1998 AND 1997

1. ORCANIZATION AND SUMMARY OF SIGNITICANT ACCOUNTING POLICIES;

The Employees' Retirement Sysiem of the Government of Puerto Rico and its Instrumentalities (the Syslem)
was created by Act No, 447 on May 15, 1951, The System started operations on January 1, 1952, at which
date contributions by employers and parlicipaling employees commenced. The System is considered an
mtegral part of the Commonwealth of Puerlo Rico {the Commaonwealth) financial reporting entity and is
included m the Commonwealth's financial slatements as a trust fund, The System, as a governmental
retirement plan, is excluded from the provisions of the Employee Retivement Income Security Act of 1974
(ERISA).

The responsibility for the proper operalion and administration of the System is vested in a Board of
T'rustees, composed of two participating employees and one pensioner, who are appointed by the

Governor of the Commonwealth, and four Commonwealth government agency representalives,

The following are lhe significant accounting policies followed by the System in the preparalion of ils
[inancial stalements:

Basis of Presentation

The accompanying financial statcments have been prepared on the acerual basis of accounting in
accordance with the provisions of Slalement of Governmental Acconmfing Standards No, 25 (SGAS Nuo. 25),
"Financial Reporting for Delined Benefil Pension Plans and Note Disclosures for Defined Contribution
Plans". Participating employees’ and employers' contribulions arc recognized as revenmes in the period in
which the employee services are rendered. Benefils and refunds are recognized when due and payable in
accordance with the terms of the plan,

Usc of Estimates

The preparation of financial statements in confermily with gencrally accepled accounling principles
requires management to make estimates and assumptions that affect the reporled amounls of nel assels
held in trust for pension benefits, and disclosure of conlingent assels and liabilitics al the dale of the
financial statements and the reporled amounis of addilions and deduclions le nel assels held in lrust for
pension benelits during the reporting period. Actual resulls could diller [rom Lhose cslimales.

Cash and Cash Fquivalents

Cash and cash egoivalents consist of "overnight deposits” gruarantesd by the costodial bank, Restricted
cash deposited with Government Development Bank for Puerto Rico (G128) consists of paymoents roceivied
froom morlgage loanholders to be used by Bance Popular de Puerte Rico in the servicing of loan cscrows.



Investments

Investments are carried at fair value, except for certain morlgage noles which have no market. The fair
value of stucks is based on quotations ebirined [rom nalional securilies exchanges.

Securities transactions are accounted for on the lrade dale, Realized gains and losses on securitios are
determined by the average cost method and are included in the statement of changes n plan net assets.

Mortgage notes acquired from third parties are held lo malurily and are not readily marketable.
Conscquently, these are carried at amortized cost.

No investment in any organization represents 5% or more of the Syslem's nel assels held in trust for
pension benefits.

Loans to Plan Members

Morlgage, persomal and cultural trip Ioans to plan members ace staled al their outslanding principal
balance. MNo allowance for uncollectible amounts has been eslablished since loans o plan members are
secured by mortgage deeds, plan members” conlributions and any unrestricted amount remaining m the
cscrow funds. Maximum amounts thal may be granled lo plan members for mortgage, personal and
cultural trip loans are $100,000, $3,000 and $5,000, respectively, The carrying value of these loans
approximates their fair value,

During fiscal 1998, the System sold mortgage loans with a principal balance of approximately $23,000,000
lo FNMA at a gain of approximately $900,000. The sale conlracl slipulales thal the System must
repurchase any loans with payments in arrears over 90 days. As of June 30, 1998, the System had
repurchased approximately $790,000. In addition, on June 30, 1998, the System sold mortgage loans with a
principal balance of approximately 57,000,000 to a local bank al a loss of approximalely $200,000. A
receivable of $7,032,000 from the local bank has been included in Accousils Receivable, Other caplion of lhe
accompanying statement of plan net assets at Tune 30, 1998, This amount was collecied during July 1995,
The sale contract stipulates that the System must repurchase any loans in arvears over 120 days during 18
months from the date of the contract.

Guarantee Insurance Rescrve

TPremiums collected and benefits claimed are recorded as an addition and as a deduoction of the puarantes
insurarice roserve, Tespoctively.

2, PLAN DESCRIFTTON:

The System is a cost-sharing mult-cmployer defined benefit plan sponsored by the Commonwealth,
Substantially all full-time cmployees of the Commaonwealth and its Instrumentalilics are covered by the
Syslem under the terms of the Act No. 447 of 1951, All regular, appoinled and lemporary employees of the
Commeonweallh at the dale of employment become plan members of the System. The System is optional
for members of the Cabinel of the Governor and Heads of Agencies. Al June 30 total membership
consisted of the following:

19498 1997

Retrees and beneficiaries currently
receiving benefits 70,900 67,700

Current participating emplovees 162,600 159,600



‘The plan members of the System, other than those joining the System after March 31, 1990, are eligible [or
the benefits described below:

Retirement Annuily

Plan members are eligible for a retirement annuily upon reaching the following ajre:

Policemen and Iiremen Other Empluyees
o Age 50 with 25 vears of credited sorvice, e Ay 55 with 25 years of credited service,
) years of credited service or age 53 M) years of credited service or age 58
witl 10 years ol credited service with T years of credited service

Plan members are eligible for monthly benefit paymoents determined by the application of slipulated
benefit ratios to the plan member's average compensation. Average compensation is compuled bascd on
the highest 36 months of compensation recognized by the System. The annuily, for which a plan member
is eligible, is limiled Lo a minimum of 5200 per month and a maximum of 75% of the average

compensation.

Plan members are eligible for a meril annuity with a minimum of 30 years or more of credited service, The
annuity for which the plan member is cligible is limited to a minimum of 65% and a maximum of 75% of
the average compensation,

Deferred Hetirement Annuily

A participating employee who ceases to be an employee of the Commonwealth after having accumulaled a
minimum of ten years of credited service qualifics for a retirement benefit provided his/her contributions
to the System are left within the System until allainment of 58 years of age.

Reversionary Annuily

A plan memboer, upon retirement, could elect Lo receive a reduced retivement anmuity giving one or more
benefit payments to his/her dependenls. The paymenls would start aftor the death of the rebires in an
amount not less than 5240 yearly nor greater than the annuity payments being received by the retiree.

Occupational Disability Annuity

A participating employee who as a direct resull of the performance of his/her occupalion is lelally and
permanently disabled is eligible for an annuity of 50% of the compensalion received al the lime of the
disability,

Nonoceupational Disability Annuity

& participating employee totally and permanently disabled for causes net related Lo his/her occupalion,
and with no less than 10 years of credited service, is eligible for an annuity of 30% of the average
compensation of the first 10 years of credited services imereased by 1% for every additional year of credited
sorvice in cxcess of 10 years up to a maximum of 5% of the average compensation.



Dreath Benefits
Qceupational-
s Swviving spouse - annuity equal to 50% of the participating employee's salary at the dale of the death.

=  Children - $10 per month for each child, minor or student, up to a maximum benefit per family of 100%
of the parlicipating employee's salary at the date of the death. If no spouse survives or dies while
receiving the annuity payments, each child, 18 or under, is eligible to receive an annuity of 520 per
month up lo the attamment of 18 years of age or the completion of his/her studies.

Nonoccupational-

»  Beneficiary - the contributions and interest accomulated as of the dale of the dealh plus an amount
equal to the annual compensation at the time of the death.

Post-retirement=
s Beneficiary - with surviving spouse age 60 or over and child, 18 or under, up to 30% (60%; if not
covered under Title 11 of the Social Security Act) of reliree’s pension or otherwise the excess, if any, of

the accumulaled contributions at the time of retirement over Lhe lotal ammmity benefits received before
death, limited lo a mindimuam of $500.

Refunds

A participaling employee who ceases his/her employment wilh the Commenwealth without right to a
retirement annuity has the right to a refund of the conlribulions to the System plus any interest earned.

Amendment to Benefits Payable to I'lan Members Who
Joined the System on or afler April 1, 1990

Act No. 1 of 1990 made certain amendments applicable to new participaling employces joining the System
effective April 1, 1990. These changes consist principally of an increase in the retirement age from 58 fu 65,
a decrease in the benefit porcentage: of the average compensation in the occupalional disability and
occupational death benefits annuities from 50% to 40%, and the elimination of the Mcrit Annuity for
participaling employees who have completed 30 years of credilable service.

Amendment to Benefits Payable to Plan Members
Effective January 1, 1995

Act No. 10 of 1992 provides, subject to the approval of the Legislature, for increases of 3% every three
years, of the pensions paid by Lhe System lo those plan members with three or more years of retirement.
On Augrust 9, 1998, Acl. No, 221 was approved which provides, retroactively to January 1, 1998, for
increases of the pensions paid by the System lo those plan members with three or more years of refirement.



Farly Relirement

O July 28, 1998, Act Mo, TH2 was approved, which provides that effective March 31, 1998, plan members
are cligible for carly retivement upon attaining age 55 with 23 years of service or 30 years of service bul
under 55 years of age. Those who select early retirement under these condilions will receive monlhly
benelils equal to 75% of their average compensation, which is computed based on the highesl 36 months of
compensalion recognized by the System. Plan members may also elect an allernalive eatly relirement
annuily upon allaining 25 years of sorvice but under 55 years of age or age 65 will 24 yvears of service.
Under this clecton, plan members will receive monthly benefils equal lo 65% of their average
compensation, In these cases; the employer will contribute lo the System an addilicnal amount to cover the
benefits paymoents until the participant reaches the normal relirement age.

Termination
Although the Commonwealth has not expressed any inlent lo lerminale the plan, it may do so at any Hme

In the event of termination of the plan, the vights of all allected plan members and beneficiaries ko whom
benefits have been accrued under the plan shall be nonforfeilable o the exient funded.

3. FUNDING POLICY!

‘The contribution requirement {o the System is established by law and is not actuarially determined.
Reqguired contributions consist of 9.275% of applicable payroll in the cases of mumnicipalities, central
government and public corporations, and 5.775% of the [irst $550 of the monthly salary with the excess at
$.275% or 8.275% of the total monthly salary for parlicipaling employecs' contributions. Commonwealth
contributioms should ultimately cover any deficiency belween the parlicipaling employees’ contributions
and the System’s pension benefit obligations and administralive costs.

The special contributions of approximately $13,504,000 and $15,849,000 in 1998 and 1997, respectively,
represent the reimbursement Lo the Syslem of the benefits paid on behalf of the General Fund of the
Commonwealth under the provision of Law No. 127 of 1958, which covers the occupational disability of
firemen, policemen and others, and under the provisions of Law INo. 23 of 1983, which covers half of tho
increase in pension benelil annuilics.

Calculations of the present value of benefits under the System were made by consulting actuaries as of
June 30, 1998 and 1997, using the projected unit credit actuarial cost mothod. Significant assumphions
underlying the acluarial compulalions include: (a) assumed rate of reburn on investments of 8.5%;

(b} assumed compound rale of wage increases of 5% per year; and (¢} assumed mortality rate based on
the Group Annuily Table for 1951,

The actuarial accrued liability as of June 30, 1998 and 1997, was approximalely $7,638,000,000 and
$6,914, 000,000, respectively. AlTune 30, 1998 and 1997, the unfunded acluarial accrued liabilily was
approximately §5,%63,000,000 and $5,470,000,000, respectively.

The Legislature of the Commonwealth enacled Act No. 1, effective April 1, 1990, which is directed to
improve the solvency of the System for the next 50 years. Among other provisions, the legislation
increases the level of contribution to the System and limits benefits for new participating employees Ly
increasing the age from 58 to 65 years for the vesting of certain benefits and reducing the level of benefits
it the case of early retirement. The legislation also reduces the level of occupational injury and death
benefits received by new participating employees from 50% to 40% (see Note 2).

As an employer, the System has contributed 5935,000, $930,000 and 843,000, which represented its
contractually required contribution for the years ended June 30, T998, 1997 and TU96, respectively.



4, CASH AND INVESTMENTS:

Pursuant to the provisions of Act No. 46 of T988, the Systom may invest, with certain restrictions, in
obligations of The Commonwealth and its lnstrumentalities, the United States of America, privale
corporalions and foreign conntrics. In addition, the System may invest in common and preferred slock,
in income-producing roal propertics and in high-risk securities.

Cash and cash cquivalents are guaranteed by the custodial bank, Cash deposiled with Government
evelopment Bank for Puerto Rico amounting Lo approximately $169,326,000 and $111,857,000 as of
Jumiee 30, 1998 and 1997, respectively, is nol collaleralized,

The following table shows the cosl and markel value of the investments in marketable seeurities held by
the System as of June 30, 1998 and 1997, The following investments are held by agents in the System’s
Tame

1998 19097
{Irt thousands) {In thousands)
_ Cost TFair Value Ciosl Fair Value
Domeslic corporate stocks H608,199 % 841,615 S560.192 S750.656
Inlernational corporate stocks 120,052 140,086 114,877 137,204
Emerging markets stocks 41,190 38,713 - -

$769,441 $1,020,414 $675,069 SHET.BA0

The net changes in the apprecialion of investments in marketable securvitios are as follows:

TU4E 1897
(In thousands)

Stocks held al year-end % 38174 & 93,597

Stocks sold during the year 145,140 79,854

$183,314 $173,281

Other investments inclode 54,896,000 and 51,351,000 a5 of June 30, 1998 and 1997, respectively, in
Guayacan Fund of Funds, 1o P (the Fund), a Delaware imited partnership, which invests in United States
and internatiomal private equity investment partnerships, which in turn, invest in equity and equity
related investments primarily in private eguity. The System s committed to invest ugp to 525,000,000 n
the Fund.

The System sorvices mortrage loans with principal balances of approximately 567,789,509 and 546,749,000
at June 30, T99E and 1997, related to certain mortgage loans sold to FNMA for a foe of 0255,



The System may issuc Collateralized Promissory Notes (the Notes) lo generale additional funds to carry
out the investment objectives and to improve the investment porlfolio, The Noles cannot exceed, in an
ageregate principal amount, $400,000,000 cutstanding at any lime, and a term to maturity up to 90 days
so that at the end of each quarter the outstanding balance equals zero. The Notes are secured by a pledge
on Lhe System’s securities. GDB acts as the System’s apgenl for selling the Notes, effecting the pledge on
the seouvitios, sccuring: them, investing their proceeds and acling ascustodian of the scourities purchasad
with the proceeds. GIB issues and sells the Noles through brokers and rocords the transfer of and make
payments of principal and interest on the Noetes, all under such terms and conditions, and at such interest
rates and prices, as the GDB shall consider lo be in the best interest of the System. In connection with
such issuance, GDB pays a commission from the procecds of the Notes to these brokers.

5. PROTERTY AND EQUIPMENT:

Property and equipment acquisitions are recorded at cost. Deprecialion is provided using the shaight-line
method over the uscful life of the asset At June 30, 1998 and 1997, properly and equipment consist of the
following:

listimated
Useful Life 1998 1997
(In thousands)

Land - 5 959 969
Building 50 years 7,631 7,631
Furniture and cquipment 5 - 10 years 8,196 7870
16,794 16,470
Accomulated depreciation (7. 441) (6,702)
9355 5 9768

6. OTIIER ASSETS:
At June 30, T998 and 1997, other assets consist of the following:
1998 1997

{(In thousands)
Repossessed and in-substance

Forecloscd proportics $ 3,195 5 2880
Executed land 14,500 14,500
$17.695 F17,300

Repossessed and m-substance foreclosed propertios consist mainly of properbics acgmired or to be
acquired upon foreclosure proceedings as collateral from delinguent mortgage loans. Foreclosed
properties are valued at the outstanding principal balance of the related mortgage upon foreclosure,
These will be sold under a bidding process intended to recover the outstanding principal balance. Cain
or loss is recognized al the time of sale. Differences resulling from recognilion of losses al the painl of
sale rather than upen foreclosuie, as required by generally accepled accounling principles, is nol material.
Managemenl believes thal the carrying value of these properlies approximales ils [air value,



The execuled land localed in Hato Rey was acquired on Foebruary 19, 1991, from the Metropolitan Bus
Authority (MBA), a government agency, as settlement for the debt MBA had with the System relative lo
employver and participants contributions and loans payments withholdings from June 1985 through
December 1988, The System has been renting this Tand to a third parcty thal operales il as a parking
facility. Rental income for 1998 and 1997 amounted to $240,000 for each year, respeclively, and is
reflected as part of other income in the accompanying statements of changes in plan net assels. According
b an independent appraisal dated April 1, 1996, the markel value of this land approximales S14.500,000.
‘The System has been informed (hal a porlion of this land will be acquired by another instromentality of
the Commonwealth. At JTune 30, 1998, Lhere is no eslimale of the proceeds that will be received by thi
Syster, but these would normally approximale ils markel value,

7. CUARANTEL INSURANCE RESERVE OVER LOANS TO PLAN MEMBERS:

The System provides lifc insurance that guarantees the payment of the outstanding principal balance of
mortgage, personal and cultural trip loans in case of death of a plan member. This coverage is paid in ils
entirety by the plan members who obtain these loans from the System. The life insurance rates are
actuarially determined and do nol vary by age, sex or health status,

B, COMMITMENTS AN CONTINGENT LIABILITILS:

The System 1s defendant or co-defendant in various lawsuils resulling [rom the ordinary conduct of its
operations. Based on the advice of legal counsel and considering insurance coverage, management is of
the apinion that the ultimate liabilily, il any, will nol have a significant effect on the financial status of the
System.

9. YCAR 2000 CONVERSION (UNAUDITED}:

The System has conducted & comprehensive review of its computer systems o idenlify the syslems thal
could be affected by the Yoear 2000 Issue and s currently evaluating external consullants as part of the
plan lo resolve the issue. The Year 2000 [ssue is the result of computer programs being written using bwo
digils rather than four lo define the applicable yoar. Any of the programs that have time-sensitive
sollware may recognize a date using “00% as the year 1900 rather than the year 2000, This could resultin
a major syslem failure or miscaleulations, The System presently believes that, with modifications to
existing software and converling lo new soltware, the Year 2000 Issuc will not posc significant
operational problems for the computer systems as so modified and converled. However, il such
modifications and conversions are nol completed limely, the Year 2000 Issue may have a malerial impacl
o the operations of the System.

As of June 30, 1998, the System’s Year 2000 Compliance T'roject (the Project) stages and their completion
are as follows:

Mwareness slage 100%
Nssessmenl slage 10%
Remedialion stage 40%
Validation/ Testing stage Mol commenced
Implementation stage Mol commenced

Although the System has completed the awareness slage of the Project as of June 30, 1998, it is
managemenl’s opinion thal information relaled Lo the Project will have to be revised due to the delays in
its implementation.



As of June 30, 1998, the System has incurred expenses amounling lo approximalely $300,000 in cquipment
upgrades related specifically to the Project. Anaddilional expense of approximately $18,000 was

meurred in equipment upgrades related Lo the Project, but which would have been replaced in the near
future due to obsolescence. The Syslem has enlered into contracts amounting to approximately 5825, (000
refated to services required Lo complele the Project,

9. RECLASSIFICATIONS:

Reclassifications wore made to the fiscal year 1997 financial statements to conform these wilh the currenl
year presentabion,



EMPTOYEES' RETIREMENT SYSTEM OF THE GOVERNMENT

OF PUEIRT'O RICO AND ITS INSTRUMENTALITIES

{Dollars amounts in thousands)

UAAL as a
Percenlage of

Acluarial Actuarial Actuarial Annual MAnnual
Valualion Valie of Accrued Unfunded AATL  Tunded Covered Coverod

Date Plan Assots Liability (AAL) _ (UAAL) Ralio Payroll Payroll
7108 &1,675,000 &7,638,000 35,963,000 22% 52,366,000 252%
797 1,444,000 0,914,000 5,470,000 21% 2,363,000 231%
701790 1,230,000 6,320,000 5,000,000 19% 2,223,000 2299
7/ /45 1,075,000 i3,0033,000 4.055,000 18% 2,087,000 238%
7194 054,000 5,542,000 4,588,000 17% 1,867,000 246%
7/1/93 Q43,000 5,275,000 4,332,000 18% 1,882,000 230%

The accompanying notes to schedules are an integral part of this schedule.



EMPLOYELES' RETIREMENT SYSTEM OF THE GOVERNMENT

OF PUERTO RICO AND ITS INSTRUMENTALITIES

SCHEDULE OF CONTRIBUTIONS

{Dollars amounts in thousands)

Year Ended Annual Required Percenlage
[une 30 Contribution Confributions Conlributed
1998 S77T.HO0 HR02,100 65%

17 722,300 454,600 62%
1994 677,200 402,200 a0
19495 GUOERO0 380,700 63
1904 566,200 353,900 H2%
1993 486,400 328,800 BH

The accompanying notes to schoduoles ave an integral part of this schedule.



EMPLOYEES' RETTREMEN'T SYSTEM OF ITIE GOVERNMIEN'T

OF PUERTO RICO AND ITS INSTRUMENTALITIES

NOTES TO SCHEDULES OF TRENIY INFORMATION

JUNE 30, 19968 AND 1997

1; SCHEDULE OF FUNTING PROGRESS;

The Schedule of Funding Frogress provides information about the funded status of the System and the
progress being made in accumulating sufficient assets to pay benefits when due.

2: SCITEDULE OF CONTRIBUTTONS:

Thi Schedule of Contributions provides information about the annual reguired contributions (ARC) and
the extent to which contributions made cover the ARCL The ARC s the annual required contribution for
the year caloulated in accovdance with cortain parameters which mchide actuarial methods and
assumphons,

The System’s Schedule of Contributions includes both Commonwealth’s and participating employees’
conlribulions as the Commonwealth contributions, ulimately, shonld cover any deficiency between the

parlicipaling employees’ contributions, the pension benefits and the System's administration cosls.

3: ACTUARIAL DATA:

The mformation presented in the schedules was determined as part of the actuarial valeations at the dates
mndicated, Addifonal information as of the latest actuarial valuation follows:

Valuation Date July 1, 1998

Actuarial Cost Method Projected unitoredit cost moethod
Amortization Method Level percentage of the projected payrol
EFemaining Amortization Period 28 years

Hasel Valualion Method Market value

Acluarial Assumplions:

Investment rate of return® B5%
Projected salary increases” B
Cost of lving adjustment 2%, every lhree years

*Inchides inflabon at 3.5%



