
 

 
 
 

BY ELECTRONIC MAIL   
 
May 24, 2022 
 
The Honorable Francisco Parés Alicea  
Secretary  
Department of the Treasury  
Government of Puerto Rico 
 
Re: Review of Administrative Determination 2022-XX 
 
Dear Secretary Parés Alicea,  
 
We write in response to your May 20, 2022 submission to the Oversight Board of Administrative 
Determination 2022-XX (the “Proposed Determination”).   
 
As you know, the Government enacted Act 20-2022 (“Act 20”) on May 6, 2022, which establishes 
a Sales and Use Tax (“SUT”) exemption period on articles and equipment used to prepare for the 
annual hurricane season.  This SUT exemption period begins on the last Friday of May and lasts 
three days, ending at midnight of the following Sunday.  On May 13, 2022, the Government 
submitted to the Oversight Board a certification and estimate pursuant to PROMESA section 
204(a) finding Act 20 imposed a projected annual revenue deficit of $7 million with no 
replacement revenues.  Despite this finding, the Government asserted that Act 20 is not 
significantly inconsistent with the certified Fiscal Plan.   
 
On Friday, May 20, 2022, Hacienda submitted the Proposed Determination – which purports to 
implement Act 20 so the tax holiday may begin on May 27 – to the Oversight Board for review 
and approval pursuant to the Oversight Board’s Review of Rules, Regulations, and Orders Policy 
issued pursuant to Section 204(b) of PROMESA (the “Policy”).  The Oversight Board reviews 
such administrative measures to “assure,” among other things, “that they are not inconsistent with 
the approved fiscal plan.”  
 
Both the Proposed Determination and Act 20 implement tax reforms by instituting a temporary 
SUT holiday that will, by design, decrease revenues.  The Fiscal Plan mandates “any tax reform 
or tax law initiative that the Government undertakes or pursues during a year within the 2022 
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Fiscal Plan period must be revenue neutral.”1  This means “all tax reductions must be accompanied 
by specific, offsetting revenue measures of the same amount that are identified in the enabling 
legislation.”2  The Title III Court has upheld the revenue neutrality mandates in prior Fiscal Plans.  
See In re Fin. Oversight and Mgmt. Bd. for Puerto Rico, 511 F. Supp. 3d 90, 137 (D.P.R. 2020) 
(finding that Act 47’s creation of “tax incentives with no offsets to make it revenue neutral renders 
its implementation a flagrant and significant deviation from section 14.4.4 of the 2019 Fiscal 
Plan.”).  
 
For tax reforms such as Act 20 and the Proposed Determination to be revenue neutral, they must 
contain “specific, offsetting revenue measures of the same amount that are identified in the 
enabling legislation.”3  But Act 20 and the Proposed Determination contain no such offsets.  As 
such, the Proposed Determination (and Act 20) are inconsistent with the Fiscal Plan.  
 

* * * 
 
We must note the Oversight Board supports the Commonwealth’s efforts to encourage hurricane 
preparedness and is willing to work with you to create a fiscally compliant tax holiday.  As 
explained above, the Proposed Determination is inconsistent with the Fiscal Plan and cannot be 
implemented in its current form.  Please confirm by May 25, 2022 receipt of this letter and that the 
Government is not implementing this Proposed Determination.   
 
The Oversight Board looks forward to working with you for the benefit of the people of Puerto 
Rico.  
 
 
Sincerely, 
 

 
Jaime A. El Koury 
General Counsel 
 
CC:   
 Hon. Pedro Pierluisi Urrutia  

Hon. Rafael Hernández Montañez  
Hon. José Luis Dalmau Santiago 
Hon. Roxanna Santiago Ortiz 
Hon. Omar Marrero Díaz

 
1 See Certified 2022 Commonwealth Fiscal Plan at 299. 
2 Id.   
3 Id.  


