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It’s fair to say that no other credit in the history of the municipal market has received the amount of 
scrutiny that the Commonwealth of Puerto Rico (and its instrumentalities) has over the last 18 
months. Yet we find it rather astonishing that some critical fiscal issues, with serious long-term 
implications, have been all but overlooked. 
 
One such issue is the outlook for Mi Salud, Puerto Rico’s universal health care program. 
 
Back in November 2012, right after the island’s gubernatorial election, Axios Senior Analyst Carol 
Karsten wrote in our initial report titled “Post-Election Puerto Rico: Systemic Risk Or High Yield 
Opportunity?” : 
 
“The Health Insurance Administration or “Mi Salud” does not appear on anyone’s radar screen at this time, but it 
probably should be: this is now a government-administered health care plan covering easily 50% of 
residents. Current budgeted amounts for HIA are estimated at $2.1 billion, and an estimated $900 
million of that amount is expected to be received from federal sources. When HIA began in 1993, it 
was touted as a comprehensive health care plan that would apply private sector solutions.  With the 
implementation of Mi Salud in 2010 and the formation of a governmental entity to manage health 
care in five of the eight regions of PR a year later, this program will bear watching.  We view 
constant tweaking of program management as a symptom of a greater ill.” 
 
Carol went on to point out that, as the demographic profile of the island’s population converges 
toward that of the US mainland, the projected rise in retirement-age cohorts should lead to health 
care cost escalation. 
 
Incredibly, a year and a half later, in spite of the constant media drumbeat over anything Puerto 
Rico-related, we find that the health care expenditure issue still has not received the attention it 
deserves. 
 
For a view from the ground, we asked Alvin Quiñones, a local health care expert, to describe for us 
how Mi Salud is currently working: 
 
“Approximately 80% of Puerto Rican’s below the Federal Poverty Level receive benefits under the 
Mi Salud program (previously known as Reforma), Puerto Rico’s Medicaid equivalent program. 
Unlike Medicaid programs in states within the United States, which are funded under a matching 
grant formula, Mi Salud receives its funding under a block grant. This block grant is allocated to the 
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local State Medicaid Agency (SMA), the Medicaid office (previously known as Asistencia Medica). 
The Medicaid office is responsible for eligibility determination services. After receiving the block 
grant funds, Medicaid deducts its administrative funds and passes the remainder to the Health 
Insurance Administration (ASES in Spanish). ASES is responsible for contracting with health 
insurance plans and providers as necessary to ensure there is appropriate coverage and services 
provided to qualified beneficiaries.  
 
Currently, ASES has contract with the Triple-S health insurance company to administer all the Mi 
Salud regions under a TPA contract, receiving $5.37 PMPM. ASES does not have the staff or 
technology to manage the provider contracts directly. Triple-S does not bear risk under the TPA 
contract. As such, the Mi Salud program has three levels of administrative outlays: Medicaid, ASES, 
and the TPA vendor Triple-S, while also incurring the risk of increased health costs.  
 
Historically, the block grant provided by the Federal government covered approximately 20% of the 
Mi Salud budget. Under PPACA, the block grant was increased as a measure to expand the Mi Salud 
program to additional beneficiaries.  PPACA funds are only available until 2019, at which point a 
political process to determine if Puerto Rico will continue to receive additional funds will be 
contested. If the Federal government chooses to not maintain the expanded level of funding, local 
politicians will be required to find additional funds through revenue or cut participants out of the 
program. Local funding has come in the form of the fees municipalities pay to have their 
government workers covered by the program, which in 2013 was $150M. Another $885M comes 
from the general fund and additional $1.1B from federal funding. Total funding for 2013 was 
$2.135B. 
 
As of December 2013, 1,303,795 members are covered partly by Medicaid funds, 125,922 by SCHIP 
funds and 254,718 are covered solely by local funding. The PPACA funds stipulated Puerto Rico 
maintains current local funding levels. To expand the program to the 20% of Puerto Ricans below 
the FPL and currently are not in Mi Salud would require additional funding from local coffers. 
Historically, eligibility for Mi Salud/Reforma required incomes lower than $8,000 for individuals and 
$15,000 for families.” 
 
So how are Puerto Rican residents faring under the Affordable Care Act? For an update, we turn to 
a recent post by The Puerto Rico Report, a local blog site:  
 
“The Federal healthcare system reform law included just $925 million for middle-income insurance 
premium subsidies in Puerto Rico from this year through 2019.  It has been estimated that subsidies 
would cost $6.75 billion over the six years. 
 
Because Federal policymakers recognized that the $925 million would not be sufficient to pay for 
the subsidies, the law permits the Government of Puerto Rico to use the money for its Medicaid 
program, which pays for healthcare for low-income individuals and families. 
Since the insular government does not even provide healthcare for all individuals and families 
earning less than the amount needed to qualify for the subsidies in the States because of a lack of 
funding, it is using the $925 million for its low-income healthcare program.  The program also 
receives a much smaller financial contribution from the Federal government than the Medicaid 
programs of the States. 
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The Federal middle-income subsidy program was created to insure as many individuals who lack 
healthcare insurance or adequate insurance as possible.  Of some 282,000 Puerto Ricans who did 
not have insurance during the last quarter of last year, only 1,882 have obtained coverage through an 
alternative subsidy program created by the administration of Governor Alejandro Garcia Padilla, 
newspaper El Nuevo Dia reported yesterday.  Garcia aides earlier estimated that 130,000 people 
would be covered by the end of the six-month period that ends March 31st.” 
 
The Padilla Administration is being lauded, and rightfully so, for its attempt to close the General 
Fund deficit by FY2015. In all fairness, at least through FY2012, they’ve done a good job of keeping 
health care costs on budget. That said, some of the numbers mentioned above suggest that, were it 
to be achieved, a balanced budget will be very difficult to sustain in the long run. 
 
Isn’t this worth a discussion? We think so. 
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