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Juan Camilo Ruiz Pinzón

From: José R. Pérez-Riera <jose.perez-riera@promesa.gov>
Sent: Tuesday, December 16, 2025 11:25 PM
To: Veronica Ferraiuoli; Juan Camilo Ruiz Pinzón; Itza M. García Rodríguez
Subject: ***
Attachments: Scenarios_12162025v2.pdf

Caution: This email is originated from outside the organization. Do not click links or open attachments unless you recognize the sender 
and know the content is safe.  

Dear all - 
 
As requested on the call we had earlier today, attached please find three of the scenarios we discussed on the 
call with some key takeaways in text that hopefully make the messaging a bit clearer. The scenarios all include 
a line on standard deduction impact, as well as winner tallies. We have also run the numbers on the new 
scenario that you requested on the call and included that scenario herein as well. Please note that with a bit 
more time we can provide much better takeaways and explanations for any of the scenarios that you want us 
to focus on, and we would be happy to do so. Juan Camilo suggested that I also send a word version of the key 
takeaways in case you want to modify the language or messaging on your end. I will send that briefly by 
separate cover. Let us know if we can help with anything else, or if you need anything on these four scenarios. 
Thx.  
 
Saludos, 
José Ramón  
 
Get Outlook for iOS 

__________ 

 

 

José R. Pérez-Riera 
Economic Growth & Revitalization Coordinator 
Financial Oversight & Management Board for Puerto Rico 

Office Phone: 
787-641-0001  

Email: 
jose.perez-
riera@promesa.gov  

 

CONFIDENTIALITY NOTE: This electronic transmission contains information belonging to the Financial Oversight and Management Board for Puerto Rico, its 
subsidiaries, and/or affiliates, which is confidential and/or legally privileged. If you are not the intended recipient, please immediately advise the sender by reply e-
mail or telephone that this message has been inadvertently transmitted to you and delete this e-mail from your system. If you have received this transmission in 
error, you are hereby notified that any disclosure, copying, distribution, or the taking of any action in reliance on the contents of the information is strictly prohibited. 
Unauthorized use, dissemination, distribution, or reproduction of this message by other than the intended recipient is strictly prohibited and may be unlawful. 



Current Law Revenue Proposed Law Revenue Difference

Max 33% $1,733 8% $755 ($978)
$3.5K/$7K ($336)  $30/$60K Phased-out ($614) ($277)

Current Law EITC ($531) Scaled-down EITC ($213) $318
15%/10% generally $368 0% $0 ($368)

0% $0 0% $0 $0
0% $0 0% $0 $0
0% $0 0% $0 $0
0% $0 8% $133 $133
0% $0 0% $0 $0

Allowed ($59) Eliminated $0 $59
0% $0 8% $459 $459

29%/max 33% $566 8% $972 $406
$1,740 $1,492 ($248)

max 37.5% $1,114 8% $241 ($873)
Expansive, 37.5% $0 Limited, 8% $783 $783

15%/10% generally $62 8% $31 ($31)
10% $12 8% $9 ($2)
10% $31 8% $25 ($6)
29% $3.7 8% $3 ($1)

Allowed ($136) Eliminated $0 $136
29% $473 8% $445 ($27)

$1,559 $1,538 ($22)

11.5% $3,521 10.00% $3,062 ($459)
1% $76 4.00% $304 $228
7% $231 10.00% $331 $99
0% $0 4.00% $110 $110
0% $0 4.00% $300 $300
0% $0 4.00% $34 $34
0% $0 4.00% $63 $63
0% $0 10.00% $306 $306
0% $0 10.00% $222 $222
0% $0 10.00% $165 $165
0% $0 10.00% $154 $154
0% $0 10.00% $295 $295
0% $0 10.00% $62 $62
4% $272 0.00% $0 ($272)

$4,101 $5,407 $1,306

average 10% 1957 values $683 0.5% at market value $411 ($273)
average 8% $252 0% $0 ($252)
average 8% $295 0% $0 ($295)

$1,231 $411 ($820)

$8,631 $8,847 $216
Results shown above will vary from the actual microsimulation model in the case of the PIT and CIT due to interactive effects.

933,171 (77%)
Impact on Taxpayers after eliminating taxpayers currently receiving preferential treatment Winners/No change = 1,186,667| Tax Increase = 21,283

Total of Subcomponents

Combined Total 

    Lodging
    Small Business Services
    Other Categories
    Business to Business tax
Total of Subcomponents
Property Tax ($ for FY 2024) Property tax proposal: Impose 0.5% rate on market values of real property, allow a $25k homestead exemption for 

residential property, eliminate the Personal Property taxSubcomponents of change
    Real Property
    Personal Property - Non-inventory property
    Personal Property - Inventory property

Impact of Standard Deduction - number/% of taxpayers with no tax liability due to standard deduction

    Health Services
    Other Health Items & Services
    Education
    Financial Services
    Motor Vehicle Transactions
    Motor Fuels

SUT ($ for FY 2024)
Subcomponents of change
    Tax Rate (standard)
    Unprepared Foods
    Prepared Foods at standard rate
    Rx Medicine

    Deemed dividend tax
    Branch tax
    Foreign Withholding
    Economic Development Credits
    NRW impact
Total of Subcomponents (including NRW)

CIT ($ for TY 2019)
Subcomponents of change
    Tax Rate
    Business deductions
    Capital Gains Rate, Interest, Dividends rate

    Income under $40k for under 27 year olds
    Unemployment benefits
    Economic Development Credits

Other PIT base expansion provisions
    NRW and Partnership impact
Total of Subcomponents (including NRW and Partnership)

    Personal Exemption/Standard Deduction
    EITC
    Capital Gains Rate, Interest, Dividends rate
    Social Security Income
    Pension Income
    Other Retirement Income

SUT Proposal: Reduce SUT rate to 10% on expanded consumption base, 0% for the B2B tax, 4% rate on unprepared 
food, medicine, health services, and education

PIT Proposal: 8% PIT rate, expanded base of income,  0%  rate on capital gain, interest, and dividends, SSinc, pension, 
unemp. comp, skinny EITC, $30k/$60k Std. Ded

CIT Proposal: 8% CIT rate, expanded base of income, allow normal business deductions

Tax Treatment of Major Provisions ($ in millions)
PIT ($ for TY 2021)
Subcomponents of change
    Tax Rate



   to tourists resulting in a lower tax burden for Puerto Ricans.  Broadening the tax base allows all consumers to be treated equally

Key Takeaways of Scenario #8099
Personal Income Tax: 

• 8% personal income tax excluding retirement income and unemployment benefits: provides a selectively broad base with a low rate, facilitates labor forces participation
• $30k/$60k standard deduction and scaled-down earned income tax credit: eliminates the tax liability for about 77% of all taxpayers, and 85% of all retirees

• Results in substantial rate reduction of PIT: encourages participation in the formal economy and labor force
Corporate Income Tax: 

• Imposes competitive 8% CIT rate, esp. compared to other states which must also face US Federal tax: encourages economic development and job creation

•  0% tax on capital gains, interest and dividends: encourages investment and capital formation

Sales and Use Tax: 
• 10% general SUT rate: allows for a reduction in the current law rate
• Adds financial services, motor vehicle sales, motor fuels and lodging to SUT base to offset revenue loss in PIT, CIT, and property tax: some of this tax will be exported 

• Partially protects consumption of unprepared food, health and education by imposing a reduced 4% rate
• Eliminates the Business to Business tax: increases: reduces tax burden on businesses

Real and Personal Property Tax: 
• Moves to market-based assessed value for real property taxed at 0.5%: allows evaluation of property based on its actual market value 
• Provides a $25k homestead exemption for residential real property: provides limited property tax relief to residential properties so that the main rate can remain low
• Eliminates the personal property, including inventory tax: removes distortionary tax which currently increases prices and disrupts inventory supplies



Current Law Revenue Proposed Law Revenue Difference

Max 33% $1,733 8% $755 ($978)
$3.5K/$7K ($336)  $30/$60K Phased-out ($614) ($277)

Current Law EITC ($531) Scaled-down EITC ($213) $318
15%/10% generally $368 0% $0 ($368)

0% $0 0% $0 $0
0% $0 0% $0 $0
0% $0 0% $0 $0
0% $0 8% $133 $133
0% $0 0% $0 $0

Allowed ($59) Eliminated $0 $59
0% $0 8% $459 $459

29%/max 33% $566 8% $972 $406
$1,740 $1,492 ($248)

max 37.5% $1,114 8% $241 ($873)
Expansive, 37.5% $0 Limited, 8% $783 $783

15%/10% generally $62 0% $0 ($62)
10% $12 8% $9 ($2)
10% $31 8% $25 ($6)
29% $3.7 8% $3 ($1)

Allowed ($136) Eliminated $0 $136
29% $473 8% $445 ($27)

$1,559 $1,506 ($53)

11.5% $3,521 10.00% $3,062 ($459)
1% $76 1.00% $76 $0
7% $231 10.00% $331 $99
0% $0 0.00% $0 $0
0% $0 0.00% $0 $0
0% $0 0.00% $0 $0
0% $0 0.00% $0 $0
0% $0 10.00% $306 $306
0% $0 10.00% $222 $222
0% $0 10.00% $165 $165
0% $0 10.00% $154 $154

0% $0 10.00% $295 $295
0% $0 10.00% $62 $62
4% $272 0.00% $0 ($272)

$4,101 $4,672 $570

average 10% 1957 values $683 0.625% at market value $542 ($141)
average 8% $252 0% $0 ($252)
average 8% $295 0% $0 ($295)

$1,231 $542 ($688)

$8,631 $8,212 ($419)
Results shown above will vary from the actual microsimulation model in the case of the PIT and CIT due to interactive effects.

    Business to Business tax
Total of Subcomponents
Property Tax ($ for FY 2024)
Subcomponents of change
    Real Property
    Personal Property - Non-inventory property

933,171 (77%)
Impact on Taxpayers Winners/No Change = 1,186,667| Tax Increase = 21,283

    Motor Fuels
    Lodging

    Small Business Services

    Other Categories

    Unprepared Foods
    Prepared Foods at standard rate
    Rx Medicine
    Health Services
    Other Health Items & Services
    Education

Total of Subcomponents (including NRW and Partnership)

Impact of Standard Deduction/Zero tax bracket

CIT ($ for TY 2019)
Subcomponents of change

    Pension Income
    Other Retirement Income
    Income under $40k for under 27 year olds
    Unemployment benefits
    Economic Development Credits

Other PIT base expansion provisions

    Economic Development Credits
    NRW impact
Total of Subcomponents (including NRW)
SUT ($ for FY 2024)
Subcomponents of change
    Tax Rate (standard)

    Tax Rate
    Business deductions
    Capital Gains Rate, Interest, Dividends rate
    Deemed dividend tax
    Branch tax
    Foreign Withholding

    Financial Services
    Motor Vehicle Transactions

Tax Treatment of Major Provisions ($ in millions)
PIT ($ for TY 2021)
Subcomponents of change
    Tax Rate
    Personal Exemption/Standard Deduction
    EITC
    Capital Gains Rate, Interest, Dividends rate
    Social Security Income

    NRW and Partnership impact

Property tax proposal: Impose 0.625% rate on market values of real property, allow a $25k homestead exemption for 
residential property, eliminate the Personal Property tax

    Personal Property - Inventory property
Total of Subcomponents

Combined Total 

SUT Proposal: 10% SUT rate on expanded consumption base but exempt medicine, health and education, no change on 
unprepared food, 0% for the B2B tax

PIT Proposal: 8% PIT rate, expanded base of income,  0%  rate on capital gain, interest, and dividends, SSinc, pension, 
unemp. comp, skinny EITC, $30k/$60k Std. Ded

CIT Proposal: 8% CIT rate, expanded base of income, allow normal business deductions, 0% rate on capital gain, 
interest, and dividends



   to tourists resulting in a lower tax burden for Puerto Ricans.  Broadening the tax base allows all consumers to be treated equally

• 10% general SUT rate: allows for a reduction in the current law rate
• Adds financial services, motor vehicle sales, motor fuels and lodging to SUT base to offset revenue loss in PIT, CIT, and property tax: some of this tax will be exported 

• Fully protects consumption of unprepared food, health and education by imposing a reduced 0% rate. Leaves tax on unprepared food unchanged.
• Eliminates the Business to Business tax: increases: reduces tax burden on businesses

Real and Personal Property Tax: 
• Moves to market-based assessed value for real property  taxed at 0.625%: allows evaluation of property based on its actual market value 
• Provides a $25k homestead exemption for residential real property: provides limited property tax relief to residential properties so that the main rate can remain low
• Eliminates the personal property, including inventory tax: removes distortionary tax which currently increases prices and disrupts inventory supplies

• Exempts tax on capital gains: encourages investment and capital formation

Key Takeaways of Scenario #8100
Personal Income Tax: 

• 8% personal income tax excluding retirement income and unemployment benefits: provides a selectively broad base with a low rate, encourages labor forces participation
• $30k/$60k standard deduction and scaled-down earned income tax credit: eliminates the tax liability for about 77% of all taxpayers, and 85% of all retirees
•  0% tax on capital gains, interest and dividends: encourages investment and capital formation
• Results in substantial rate reduction of PIT: encourages participation in the formal economy and labor force

Corporate Income Tax: 
• Imposes competitive 8% CIT rate, esp. compared to other states which must also face US Federal tax: encourages economic development and job creation

Sales and Use Tax: 



Current Law Revenue Proposed Law Revenue Difference

Max 33% $1,733 8% $755 ($978)
$3.5K/$7K ($336)  $30/$60K Phased-out ($614) ($277)

Current Law EITC ($531) Scaled-down EITC ($213) $318
15%/10% generally $368 0% $0 ($368)

0% $0 0% $0 $0
0% $0 0% $0 $0
0% $0 0% $0 $0
0% $0 8% $133 $133
0% $0 0% $0 $0

Allowed ($59) Eliminated $0 $59
0% $0 8% $459 $459

29%/max 33% $566 8% $972 $406
$1,740 $1,492 ($248)

max 37.5% $1,114 8% $241 ($873)
Expansive, 37.5% $0 Limited, 8% $783 $783

15%/10% generally $62 8% $31 ($31)
10% $12 8% $9 ($2)
10% $31 8% $25 ($6)
29% $3.7 8% $3 ($1)

Allowed ($136) Eliminated $0 $136
29% $473 8% $445 ($27)

$1,559 $1,538 ($22)

11.5% $3,521 10.00% $3,062 ($459)
1% $76 1.00% $76 $0
7% $231 10.00% $331 $99
0% $0 0.00% $0 $0
0% $0 0.00% $0 $0
0% $0 0.00% $0 $0
0% $0 0.00% $0 $0
0% $0 10.00% $306 $306
0% $0 10.00% $222 $222
0% $0 10.00% $165 $165
0% $0 10.00% $154 $154

0% $0 10.00% $295 $295
0% $0 10.00% $62 $62
4% $272 0.00% $0 ($272)

$4,101 $4,672 $570

average 10% 1957 values $683 0.625% at market value $542 ($141)
average 8% $252 average 8% $252 $0
average 8% $295 0% $0 ($295)

$1,231 $795 ($436)

$8,631 $8,495 ($136)
Results shown above will vary from the actual microsimulation model in the case of the PIT and CIT due to interactive effects.

933,171 (77%)
Impact on Taxpayers Winners/No Change = 1,186,667| Tax Increase = 21,283

Total of Subcomponents
Property Tax ($ for FY 2024)
Subcomponents of change
    Real Property
    Personal Property - Non-inventory property

    Financial Services
    Motor Vehicle Transactions
    Motor Fuels
    Lodging

    Small Business Services

    Other Categories

    Tax Rate
    Business deductions
    Capital Gains Rate, Interest, Dividends rate
    Deemed dividend tax
    Branch tax
    Foreign Withholding

    NRW and Partnership impact
Total of Subcomponents (including NRW and Partnership)

Impact of Standard Deduction/Zero tax bracket

CIT ($ for TY 2019)
Subcomponents of change

    Unprepared Foods
    Prepared Foods at standard rate
    Rx Medicine
    Health Services
    Other Health Items & Services
    Education

    Economic Development Credits
    NRW impact
Total of Subcomponents (including NRW)
SUT ($ for FY 2024)
Subcomponents of change
    Tax Rate (standard)

    Business to Business tax

    Pension Income
    Other Retirement Income
    Income under $40k for under 27 year olds
    Unemployment benefits
    Economic Development Credits

Other PIT base expansion provisions

Tax Treatment of Major Provisions ($ in millions)
PIT ($ for TY 2021)
Subcomponents of change
    Tax Rate
    Personal Exemption/Standard Deduction
    EITC
    Capital Gains Rate, Interest, Dividends rate
    Social Security Income

Property tax proposal: Impose 0.625% rate on market values of real property, allow a $25k homestead exemption for 
residential property, eliminate the Inventory tax

    Personal Property - Inventory property
Total of Subcomponents

Combined Total 

SUT Proposal: 10% SUT rate on expanded consumption base but exempt medicine, health and education, no change on 
unprepared food, 0% for the B2B tax

PIT Proposal: 8% PIT rate, expanded base of income,  0%  rate on capital gain, interest, and dividends, SSinc, pension, 
unemp. comp, skinny EITC, $30k/$60k Std. Ded

CIT Proposal: 8% CIT rate, expanded base of income, allow normal business deductions



   to tourists resulting in a lower tax burden for Puerto Ricans.  Broadening the tax base allows all consumers to be treated equally

• 10% general SUT rate: allows for a reduction in the current law rate
• Adds financial services, motor vehicle sales, motor fuels and lodging to SUT base to offset revenue loss in PIT, CIT, and property tax: some of this tax will be exported 

• Fully protects consumption of unprepared food, health and education by imposing a reduced 0% rate. Leaves tax on unprepared food unchanged.
• Eliminates the Business to Business tax: increases: reduces tax burden on businesses

Real and Personal Property Tax: 
• Moves to market-based assessed value for real property taxed at 0.625%: allows evaluation of property based on its actual market value 
• Provides a $25k homestead exemption for residential real property: provides limited property tax relief to residential properties so that the main rate can remain low
• Eliminates the inventory tax: removes distortionary tax which currently increases prices and disrupts inventory supplies

Key Takeaways of Scenario #8101
Personal Income Tax: 

• 8% personal income tax excluding retirement income and unemployment benefits: provides a selectively broad base with a low rate, facilitates labor forces participation
• $30k/$60k standard deduction and scaled-down earned income tax credit: eliminates the tax liability for about 77% of all taxpayers, and 85% of all retirees
•  0% tax on capital gains, interest and dividends: encourages investment and capital formation
• Results in substantial rate reduction of PIT: encourages participation in the formal economy and labor force

Corporate Income Tax: 
• Imposes competitive 8% CIT rate, esp. compared to other states which must also face US Federal tax: encourages economic development and job creation

Sales and Use Tax: 



Current Law Revenue Proposed Law Revenue Difference

Max 33% $1,733 8% $755 ($978)
$3.5K/$7K ($336)  $20/$40K Phased-out ($164) $173

Current Law EITC ($531) Scaled-down EITC ($213) $318
15%/10% generally $368 0% $0 ($368)

0% $0 0% $0 $0
0% $0 0% $0 $0
0% $0 0% $0 $0
0% $0 8% $133 $133
0% $0 0% $0 $0

Allowed ($59) Eliminated $0 $59
0% $0 8% $459 $459

29%/max 33% $566 8% $972 $406
$1,740 $1,941 $202

max 37.5% $1,114 8% $241 ($873)
Expansive, 37.5% $0 Limited $783 $783

15%/10% generally $62 0% $0 ($62)
10% $12 0% $0 ($12)
10% $31 0% $0 ($31)
29% $3.7 8% $3 ($1)

Allowed ($136) Eliminated $0 $136
29% $473 8% $445 ($27)

$1,559 $1,472 ($88)

11.5% $3,521 10.00% $3,062 ($459)
1% $76 5.00% $380 $304
7% $231 10.00% $331 $99
0% $0 0.00% $0 $0
0% $0 0.00% $0 $0
0% $0 0.00% $0 $0
0% $0 0.00% $0 $0
0% $0 5.00% $153 $153
0% $0 5.00% $111 $111
0% $0 5.00% $82 $82
0% $0 10.00% $154 $154
0% $0 10.00% $295 $295
0% $0 10.00% $62 $62
4% $272 0.00% $0 ($272)

$4,101 $4,629 $528

average 10% 1957 values $683 0.5% at market value $411 ($273)
average 8% $252 0% $0 ($252)
average 8% $295 0% $0 ($295)

$1,231 $411 ($820)

$8,631 $8,454 ($178)

$163
$800
TBD
$89

$680
$40

$3,420
$1,974

*Preliminary results

Impact of Standard Deduction - number/% of taxpayers with no tax liability due to standard deduction* 621,928 (51%)
Impact on Taxpayers after eliminating taxpayers currently receiving preferential treatment* Winners/No change = 1,050,339| Tax Increase = 157,611

    Increase in General Fund revenues from Rum Cover Over due to 
Temporary Sources
     Tariff revenue (net of CBP expenses)
     TSA Reserves
Note: All revenue estimates are preliminary and subject to revision as additional information becomes available.  

PIT Proposal: 8% PIT rate, expanded base of income, 0% rate on capital gains, interest, and dividends, SSinc, pension, 
other ret. inc., unemp. comp, skinny EITC, $20/$40K Std. Ded

CIT Proposal: 8% CIT rate, expanded base of income, allow normal business deductions, 0% rate on capital gain, 
interest, and dividends, deemed dividends, and branch tax

SUT Proposal: 10% general rate, 0% for the B2B tax, 5% rate on unprepared food, financial services, motor vehicles, and 
motor fuel,  0% on medicine, health services, and education

Property tax proposal: Impose 0.5% rate on market values of real property, allow a $25k homestead exemption for 
residential property, eliminate the Personal Property tax

Permanent Sources
    Reduction in EITC program growth
    Gain from reduction in informal economy
    Gain from increase in economic activity
    Eliminate the Senior Credit
    One-time reduction in Commonwealth General Fund budget 

    Personal Property - Inventory property
Total of Subcomponents

Combined Total 

Non Tax Revenue Offset - Available As Needed
Results shown above will vary from the actual microsimulation model in the case of the PIT and CIT due to interactive effects.

    Business to Business tax
Total of Subcomponents
Property Tax ($ for FY 2024)
Subcomponents of change
    Real Property
    Personal Property - Non-inventory property

    Financial Services
    Motor Vehicle Transactions
    Motor Fuels
    Lodging
    Small Business Services
    Other Categories

    Unprepared Foods
    Prepared Foods at standard rate
    Rx Medicine
    Health Services
    Other Health Items & Services
    Education

    Economic Development Credits
    NRW impact
Total of Subcomponents (including NRW)
SUT ($ for FY 2024)
Subcomponents of change
    Tax Rate (standard)

    Tax Rate
    Business deductions
    Capital Gains Rate, Interest, Dividends rate
    Deemed dividend tax
    Branch tax
    Foreign Withholding

    Economic Development Credits
Other PIT base expansion provisions

    NRW and Partnership impact
Total of Subcomponents (including NRW and Partnership)
CIT ($ for TY 2019)
Subcomponents of change

    Capital Gains Rate, Interest, Dividends rate
    Social Security Income
    Pension Income
    Other Retirement Income
    Income under $40k for under 27 year olds
    Unemployment benefits

Tax Treatment of Major Provisions ($ in millions)
PIT ($ for TY 2021)
Subcomponents of change
    Tax Rate
    Personal Exemption/Standard Deduction
    EITC



   to tourists resulting in a lower tax burden for Puerto Ricans.  Broadening the tax base allows all consumers to be treated equally

• Eliminates the Business to Business tax: increases: reduces tax burden on businesses
Real and Personal Property Tax: 

• Moves to market-based assessed value for real property taxed at 0.5%: allows evaluation of property based on its actual market value 
• Provides a $25k homestead exemption for residential real property: provides limited property tax relief to residential properties so that the main rate can remain low
• Eliminates the personal property, including inventory tax: removes distortionary tax which currently increases prices and disrupts inventory supplies

• Exempts tax on capital gains, branch and deemed dividend tax: encourages investment and capital formation

Corporate Income Tax: 
• Imposes competitive 8% CIT rate, esp. compared to other states which must also face US Federal tax: encourages economic development and job creation

Sales and Use Tax: 
• 10% general SUT rate: allows for a reduction in the current law rate
• Adds financial services, motor vehicle sales, motor fuels and lodging to SUT base  but at a 5% rate: some of this tax will be exported 

• Fully protects consumption of unprepared food, health and education by imposing a reduced 0% rate

Key Takeaways of Scenario #8197
Personal Income Tax: 

• 8% personal income tax excluding retirement income and unemployment benefits: provides a selectively broad base with a low rate, facilitates labor forces participation
• $20k/$40k standard deduction and scaled-down earned income tax credit: eliminates the tax liability for about 54% of all taxpayers, and 66% of all retirees
•  0% tax on capital gains, interest and dividends: encourages investment and capital formation
• Results in substantial rate reduction of PIT: encourages participation in the formal economy and labor force
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Juan Camilo Ruiz Pinzón

From: José R. Pérez-Riera <jose.perez-riera@promesa.gov>
Sent: Thursday, December 18, 2025 6:52 PM
To: Itza M. García Rodríguez; fjdomenech; Veronica Ferraiuoli; Orlando Rivera Berrios; Juan 

Camilo Ruiz Pinzón; Angel Pantoja Rodríguez
Cc: Robert Mujica; Elisa Guardiola; German Ojeda; Arnaldo Cruz
Subject: Itemization of Tax Base Elements PIT, CIT, SUT, etc As requested during !2/18/25 

meeting with Governor González
Attachments: Itemized tax provisions_12182025_NEW.xlsx

Caution: This email is originated from outside the organization. Do not click links or open attachments unless you recognize the sender 
and know the content is safe.  

Dear PRGO team - 
 
Please see below. Happy to facilitate a call with our team as needed if that would be helpful to you, although it 
might take some time for you to go through the spreadsheet and policy calls first. Looking forward to 
continuing the conversation with you. Gracias! 
 
Saludos, 
José Ramón  
 
Get Outlook for iOS 

__________ 

 

 

José R. Pérez-Riera 
Economic Growth & Revitalization Coordinator 
Financial Oversight & Management Board for Puerto Rico 

Office Phone: 
787-641-0001  

Email: 
jose.perez-
riera@promesa.gov  

 

CONFIDENTIALITY NOTE: This electronic transmission contains information belonging to the Financial Oversight and Management Board for Puerto Rico, its 
subsidiaries, and/or affiliates, which is confidential and/or legally privileged. If you are not the intended recipient, please immediately advise the sender by reply e-
mail or telephone that this message has been inadvertently transmitted to you and delete this e-mail from your system. If you have received this transmission in 
error, you are hereby notified that any disclosure, copying, distribution, or the taking of any action in reliance on the contents of the information is strictly prohibited. 
Unauthorized use, dissemination, distribution, or reproduction of this message by other than the intended recipient is strictly prohibited and may be unlawful. 

From: Daniel R Mullins <Daniel.Mullins@ey.com> 
Sent: Thursday, December 18, 2025 5:52 PM 
To: José R. Pérez-Riera <jose.perez-riera@promesa.gov> 
Cc: Laura A Wheeler <laura.a.wheeler@ey.com>; Robert J Carroll <Robert.Carroll@ey.com>; Sally Wallace 
<sally.wallace@ey.com>; Chad Smith <Chad.Smith@ey.com> 
Subject: [EXTERNAL] Itemization of Tax Base Elements PIT, CIT, SUT, etc As requested during !2/18/25 meeting 
with Governor González  
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José: 
  
Attached is a file for the Governor’s team.  
  
It contains the initial response to the requests to provide an itemization of the components of the tax bases and 
individual provisions of the existing internal revenue code of Puerto Rioc that would be included in the economic 
definition of personal and business income for tax purposes and those that are elements of a comprehensive 
consumption tax base.  As discusses, these are generally viewed as elements of a comprehensive personal and corporate 
income tax base and a comprehensive sales tax base.  The list can be used to flex each base to determine the cost (and 
range of use) of various exclusions, exemptions, deductions and credits. 
  
We would ask that, based on these listings, the Governor’s team select what they would like us to provide more detail 
on for the elimination or inclusion of an element “in” or “out” of the tax bases.  This selection is required to have the 
analysis completed in time for the next working session.  Please ask that the selections be made by the Governor’s team 
and returned for processing. 
  
Specifically, these attachments include the following: 

o Itemized listing of the base elements that can be selected “in” or “out” of the tax base in the micro 
simulation models for the PIT and CIT. 

o Itemized list of personal income tax provisions that are included for base expansion 
 Aggregate and average value of each provision claimed on the personal income tax and number 

of returns claiming each itemized provision 
o Itemized list of corporate income tax provisions that are included for base expansion 

 Aggregate and average value of each provision claimed on the corporate income tax and 
number of returns claiming each itemized provision 

o Detail of the Sales and Use Tax categories included in base expansion 
o Detailed breakdown of SUT and property tax revenue associated with the Commonwealth and the 

Municipal governments. 
  
It should be noted that the illustrations maintain the 1% SUT tax rate currently levied by municipalities, including the tax 
on food.  As such, broadening the base and reducing the aggregate sales tax rate broadens the base for both the 
Commonwealth and Municipal tax, but the rate reduction only comes from the commonwealth portion of the tax.  That 
is, municipalities will collect a greater level of revenue from the sales tax due to its broadened base.  This will directly 
off-set some of the revenue lost by municipalities through the elimination of elements of the personal property tax and 
the lowered rate on real property.  This effect needs to be considered in holding municipalities harmless. 
  
Also, when considering the extensiveness of the base, the Governor’s team should keep in mind that the standard 
deduction, built into the simulations, already relieves the entire burden of the personal income tax on as much as 77% 
of all filers and 86% of retiree files, depending on the level of deduction chosen (i.e., the 30/60 option 
modeled).  Because of this, target populations are already receiving nearly complete relief from the personal income tax. 
Excluding retirement income from the tax base will not provide more assistance to less affluent populations.  It will only 
provide a limited amount of additional tax relief to higher income households that, while having retirement income, also 
have significant income from other sources. 
  
A pay-for is required for each and every base exclusion/exemption and in many cases, that pay-for increases the overall 
tax burden on less affluent populations.  Please remind the Governor’s team that any exclusion of an element from the 
base should include the identification of some form of pay-for, through an increase in rate on the that tax or another tax 
or by expending the base in some manner. 
  
Finally, the intent of the illustrations are to produce a growth friendly tax system.  A broad-based, low-flat rate can 
generate considerable benefits to Puerto Rico, particularly given the extreme level of distortions existing in the current 
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high-rate, narrow-base system.  Conservative estimates suggest that a comprehensive reform could produce a 5 
percentage point increase in real GNP, significantly reduce the size of the informal economy (by 20%) and increase the 
formal (tax paying economy) by 8%, bringing 100,000 employees out of the informal economy and into the formal, and 
increase total employment by 50,000 additional jobs, this will increase tax revenue by as much as $800 million from the 
larger economy, and the shift of activity from the informal to formal economy will raise an additional $600 million via 
improved compliance incentives, and will reduce compliance costs by $400 million annually, as well as increase the 
efficiency of investment and labor and improve population retention and in-migration.  These are major effects that 
could go a long way to providing fiscal stability and solvency for the commonwealth over the long-run. 
  
It is important to maximize achievement on a number of dimensions and the illustrations developed by the FOMB seek 
to produce a revenue system that is pro-growth, competitive, produces fiscal sustainability, is fairer, reduces both 
administrative and compliance costs, supports economic development, and increases labor force participation, among 
others.  This requires application of taxes to broad bases. 
  
Much Thanks. 
  
QUEST Team 
  
  

Daniel R Mullins, Ph.D. | Managing Director, National Director of State and Local Tax Policy 
Economics / Global PFM Leadership Team | QUEST 
  
Ernst & Young LLP 
Washington, DC, USA, 
Office:202-327-7287 | Cell:410-533-6301 | Daniel.Mullins@ey.com 
Website: www.ey.com 

  
  
 
 
Any tax advice in this e-mail should be considered in the context of the tax services we are providing to you. 
Preliminary tax advice should not be relied upon and may be insufficient for penalty protection. 
________________________________________________________________________ 
The information contained in this message may be privileged and confidential and protected from disclosure. 
If the reader of this message is not the intended recipient, or an employee or agent responsible for delivering 
this message to the intended recipient, you are hereby notified that any dissemination, distribution or copying 
of this communication is strictly prohibited. If you have received this communication in error, please notify us 
immediately by replying to the message and deleting it from your computer. 
 
Notice required by law: This e-mail may constitute an advertisement or solicitation under U.S. law, if its 
primary purpose is to advertise or promote a commercial product or service. You may choose not to receive 
advertising and promotional messages from Ernst & Young LLP (except for My EY, which tracks e-mail 
preferences through a separate process) at this e-mail address by opting out of emails through EY’s Email 
Preference Center. Our principal postal address is One Manhattan West, New York, NY 10001. Thank you. 
Ernst & Young LLP 


