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Hi Jim,

Per our conversation this morning the following points apply to the de-banking of EPB
by OCIF:

OCIF conducted an examination of EPB based on their normal examination
procedures and annual renewal process coupled with the negative media
attention the bank was receiving including the Australian 60 minutes piece.
The findings of the exam included:

1. Failure of the bank to take corrective actions required by OCIF (I.E. Consent Order).

2. Failure of the bank to provide financial statements as required.
a. 2019 financial statements were retroactively de-qualified by the auditor
(Deloitte)
b. 2020 and 2021 financial statements have not been provided as the bank is
unable to engage with an auditing firm
3. Main principle of the bank did not provide requested documents and misrepresented
facts in meetings with OCIF.
4. Capitalization account was negative — OCIF required a capitalization plan to which the
bank did not provide and/or was not accepted by OCIF.
5. Determined ownership did not have knowledge or experience to operate the financial
institution — Change of Ownership plans provided by the bank were not sufficient
6. False representations to OCIF

How many employees would lose their job if debanked?
1. This was a priority point for OCIF and it was determined that there were very few

employees in Puerto Rico; potentially only one full time employee. Other employees are
elsewhere to include St. Vincent and Grenadine

2. The most important point to make concerning this question is that OCIF, as the financial
institution regulator, decided on their own and in consultation with their governor,
Secretary of Treasury and Secretary of State, to de-bank the financial institution. They
believe the risk posed by allowing continued operation outweighs the impact of potential
loss of employment.

How many cases are underway in the other J5 countries? Civil/criminal
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What investigations are numbered by Cl related to the bank?

A point that needs to be made here is the positive impact this J5 investigation has on our J5 partners
and the reputation of the U.S. and IRS. The criminal and civil impact on taxpayers in the U.S. may be
minimal but the importance of this investigation was that we, the IRS, was proactively investigating
an area defined as high risk and/or a tax haven jurisdiction by our J5 partners and other foreign
partners. Our collaboration with OCIF since around December 2021, will aid OCIF in projecting their
oversight responsibilities to other Puerto Rican IFE’s almost certainly increasing voluntary
compliance with PR laws and standards. The action by OCIF, and public collaboration with the IRS,
will have a positive impact overall in Puerto Rico by displaying their commitment to provide strong
oversight increasing confidence in the Puerto Rico financial industry. The Puerto Rico Governor,
Secretary of State and Secretary of Treasury also agree.

When the CRS countries and/or OECD want to list Puerto Rico as a high risk/tax haven jurisdiction in
the future, the U.S. Department of Treasury will be able to recall this action as proof that thereis a
strong regulator there and that inappropriate conduct will not persist in Puerto Rico.

Please let me know if there are further questions.

Thanks,

Christine



