
 

 

BY ELECTRONIC MAIL     
 
October 21, 2022 
 
Hon. Nelson Pérez Méndez    
Deputy Executive Director    
Puerto Rico Fiscal Agency and    
Financial Advisory Authority    
 
Dear Mr. Pérez Méndez,   

 
I write with respect to Act 60-2021 (“Act 60” or the “Act”).  
 
As you are aware, following the enactment of Act 60 in November 2021, the Government provided 
a section 204(a)(1) certification stating the Act would reduce Commonwealth revenues by 
approximately $16 million yearly. Since that time, the Government and the Oversight Board have 
engaged in an ongoing dialogue and exchanged various letters regarding the scope and financial 
impact of the Act.   
 
In this connection, the Oversight Board sent a letter dated June 16, 2022, identifying numerous 
deficiencies with the Government’s submission and requesting more information. The Oversight 
Board also advised the Government that the FY2023 Commonwealth budget would be reduced by 
$47 million to reflect revenue losses anticipated from Act 60, and made numerous requests for 
information. 
 
The Government responded on June 30, 2022, providing some of the requested information. The 
Government also included a revised section 204(a) submission stating that the fiscal impact of the 
Act was roughly $115,000 per year, and not the $16 million cited in its original submission. The 
Oversight Board has been actively reviewing your submissions and revisiting our fiscal projections 
based on those figures. While the Oversight Board appreciates the additional materials, we remain 
concerned about the Act’s fiscal impact. The Oversight Board is also concerned the Government 
has implemented or will implement the Act without further review and agreement of the Oversight 
Board. 
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Your June 30, 2022 letter states that the original section 204 certification, dated December 6, 2021, 
was “based on conservative revenue and expense estimates by the Department of Treasury and the 
Office of Management and Budget that unexpectedly overestimated Act 60-2021’s actual costs.” 
You then provide an amended section 204 submission stating that the estimated yearly impact on 
revenues will be significantly lower, at approximately $115,000. This revised cost estimate is 
based on the declaration in Circular Letter 2021-008 from the Department of Health, which states 
that a Special Certification due to pressing need will apply to two branches of medicine: (1) 
cardiovascular thoracic surgery and/or (2) cardiothoracic anesthesiology. As you concede in your 
prior letter, there have been only two people who have applied and qualified under the Circular 
Letter, which raises questions regarding the need and purpose of the broad language of Act 60.1 
Further, the revised fiscal analysis only accounts for the newly issued Special Certification and 
fails to account for the Oversight Board’s key concern: that there are no substantive restrictions on 
the Government’s ability to declare Special Certifications at will.2 We therefore continue to 
maintain that the cost estimate is incomplete.  
 
You also contend that Article 2 of Act 60 limits the Government’s ability to grant tax decrees by 
requiring that each decree: (i) conform to the Certified Fiscal Plan’s requirement of revenue 
neutrality; and (ii) be issued only under exceptional circumstances. However, the definition of 
“exceptional circumstances” remains unclear, which the Secretary of DDEC could interpret to 
empower him to enact Certifications of Shortage with little (or no) justification. Article 2 also 
places no annual limits on the aggregate amount of incentives that can be offered each year. While 
the Certified Fiscal Plan’s requirement of revenue neutrality applies to the fiscal implications of 
the Act itself, it does not address the implications of individual application of the law. The Act 
therefore exposes the Commonwealth to potential revenue loss significantly beyond the granting 
of the two identified decrees. 
 
Furthermore, Act 60 must be evaluated in combination with other laws enacted in the 
Commonwealth. For example, Act 52-2022 (“Act 52”) extended the deadline to request a Qualified 
Physician tax decree under Act 60-2019 through June 30, 2022. It is possible the extension created 
by Act 52 will allow medical professionals whose applications are currently stalled due to current 
lawsuits to claim the tax benefit. If all of these stalled applications are processed and those 
applicants are granted tax decrees, the cost of the qualified physician provision under Act 52 could 
reach tens of millions of dollars per year.3    
 

 
1 The limited initial implementation of Act 60 raises questions as to whether the Act was necessary – simply to attract 
two professionals – and whether the Act was an effort to bestow tax benefits on specific individuals. 
2 The Act provides the Department of Health with the authority to identify the specialties for which the benefits are 
available. It is understood there are over 9,000 doctors in Puerto Rico, of which approximately 5,000 could qualify for 
incentives under Act 14-2017 and Act 60-2019. The remaining doctors – numbering more than 4,000 – therefore 
remain eligible in theory for benefits under Act 60. Though only two medical professionals have been identified thus 
far, the Act does not prevent the Department of Health from expanding that limit or adding additional specialties 
eligible for Act 60 benefits up to the upper bound of eligible doctors. 
3 Based on email communications with DDEC, the Oversight Board understands that 2,790 applications for Qualified 
Physicians under Act 60-2019 have been submitted to the Government, 2,332 of which are stalled due to the lawsuit 
over Act 47. Troublingly, these 2,332 applications could be granted under Act 52.  
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The Oversight Board reiterated its concerns regarding Act 52’s qualified physician provision in a 
letter to the Governor dated August 18, 2022. The Oversight Board observed it would require the 
Government to, among other things, “agree[] implementation [of Act 52] will not occur until an 
administrative order is drafted by the Government and approved by the Oversight Board which 
includes assurances of sufficient guardrails to negate the provision’s potential negative fiscal 
implications.”4 Only under such conditions would the Oversight Board accept the Governor’s 
certification that Act 52 is not significantly inconsistent with the Fiscal Plan. The Governor agreed 
to this condition on August 25, 2022 but has not yet submitted the required administrative guidance 
to the Oversight Board for review and approval.5   
 
Given the mutual and potentially compounding effects of Act 52 and Act 60, please be advised 
that the Oversight Board has determined (i) Act 60 is significantly inconsistent with the Certified 
Fiscal Year 2022 Commonwealth Fiscal Plan with regard to the provisions related to medical 
professionals and (ii) Act 60 violates section 204(c) of PROMESA.6 The Oversight Board will 
revisit this determination with respect to Act 60 after it reviews and potentially approves the 
Government’s administrative guidance concerning Act 52.   
 
In your June 30, 2022 letter, you also contend the Oversight Board’s reduction of the 
Commonwealth budget to reflect lost revenues from Act 60 and other similar laws is “prematurely 
punitive and patently unreasonable.” We remind you that as recognized by the Title III Court, laws 
that create “a revenue deficiency in the budget that the Government would likely have to remedy 
through reprogramming” fall under section 204(c) of PROMESA. The Oversight Board remains 
committed to reducing the FY2023 Commonwealth budget by $47 million to reflect the upper 
bound of lost revenues from Act 60 and other similar laws in the Government’s budget proposals. 
However, if the impact of Act 60 on revenues is shown to be less than the $47 million projected 
by the Oversight Board, the Government may submit a request to the Oversight Board to 
reapportion surplus budget funds, and it will review such requests in light of the Commonwealth 
Plan of Adjustment and the best interests of the Government and the people of Puerto Rico. 
 
Without the aforementioned administrative guidance, Act 52 extends the filing date for 
applications under Act 60-2019 to June 30, 2022, while the Act extended the filing date for 
additional medical professionals through December 31, 2024 without binding limitations on the 

 
4 August 18, 2022 Letter from Oversight Board to Governor Pierluisi at 5.   
5 On August 9, 2022, the Puerto Rico Department of Treasury submitted a draft Circular Letter for the Oversight 
Board’s review and approval.  This draft Circular Letter sought to define the Department of Treasury’s interagency 
considerations regarding endorsement processes and procedures for requests for amendment of tax exemption decrees 
under the provisions of Act 52. On August 16, 2022, the Oversight Board provided the Department of Treasury with 
a preliminary analysis of its concerns and a list of questions addressing the proposed provisions of the Circular Letter.  
The Oversight Board requested the Department of Treasury to revise and resubmit their draft Circular Letter 
addressing our concerns.  As of the date of this letter, the Puerto Rico Department of Treasury has not resubmitted the 
required administrative guidance. 
6 To the extent the Government intends to use the Economic Incentive Fund (“EIF”) to pay for some or all of the costs 
of Act 60, as suggested in your initial section 204(a)(1) submission, the Government needs to ensure the EIF has 
sufficient funds to cover the cost of Act 60 as well as the incentives already contemplated to be paid for by the EIF in 
the Certified Budget. If funds from the EIF are used, the Government must also take care to ensure that the policy is 
subject to Act 60-2019’s ROI requirements. 
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issuance of decrees. The absence of limitations creates exposure to substantial annual risks to the 
Fiscal Plan. Without binding limitations on the number of decrees which can be granted, the 
amended section 204(a) submission cannot be considered a reasonable estimate of the actual level 
of fiscal exposure. Thus Act 52 is significantly inconsistent with the Fiscal Plan and if 
implementation continues, the budget of successive fiscal years will continue to be reduced by an 
offsetting amount.  
 
If the Government does not submit its administrative guidance concerning Act 52, the Oversight 
Board reserves the right to take such actions as it deems necessary, consistent with PROMESA 
sections 104(k), 108(a), and 204, including seeking remedies to prevent implementation and 
enforcement of Act 60. We hope such actions will be unnecessary. 
 
Finally, please be advised that if the Legislature passes additional laws providing for special tax 
decrees reducing Commonwealth revenue without complete and effective offsets, the Oversight 
Board will accomplish offsets and/or take any other actions it deems necessary.   
 
We look forward to working together 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. Omar J. Marrero Díaz 
Hon. Francisco Parés Alicea 
Hon. Manuel Cidre Miranda 
Dr. Carlos Mellado López 

 




