
































































































































































Tax Reform Recap

July-August 2025
For: 
Tax Reform Committee 



Economic Conditions
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PR Population Trends

02/06/2026 Tax Reform Committee 3

3,473,232

3,281,590 
Ăةׇׂ׆ةׂ׃ ׁׁ Ă

3,220,137 
3,203,792 3,203,295 

2015 2020 2021 2022 2023 2024
Source: Annual Estimates of the Resident Population, U.S. Census Bureau



PR Population by Age & Sex
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Source: US Census Bureau Annual Estimates of Population

2015 2024
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118,075 

125,014 

121,752 

113,545 

109,238 

87,099 

64,985 

46,245 

47,826 

Under 5 years
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10 to 14 years
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Male Female

48,596 

60,728 

80,715 

94,050 

103,918 

110,685 

109,474 

89,804 

88,891 

94,000 

96,339 

98,110 

98,433 

92,233 

79,867 

70,253 

47,663 

48,400 

45,650

57,801

78,698

91,246

100,172

108,853

111,500

96,995

101,273

106,258
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119,467
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65,711

78,123

Under 5 years
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45 to 49 years
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85 years and over

Male Female

• In 2015 there were over 170,00
children under the age of 5

• By 2024 children under the age
of 5 were less than 95,000



Salaried Employment
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870.9 
863.5 

880.5 

835.2 

879.8 

925.5 

943.7 
952.0 

961.5 

2017 2018 2019 2020 2021 2022 2023 2024 2025*

Source: PR Department of Labor & Human Resources, NSA. * Average of January - July 2025



Median Household Income
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Ă׆׆ةׁ׀ׂٽĂ

$25,096 

2018 2023
Source: American Community Survey 5-Year Estimates. Figures are inflation-adjusted to their respective years.



Household Income 2023
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267,533 

131,854 

218,582 

153,801 161,128 
144,481 

70,295 
53,659 

18,186 19,724 

< $10,000 $10,000 -
$14,999

$15,000 -
$24,999

$25,000 -
$34,999

$35,000 -
$49,999

$50,000 -
$74,999

$75,000 -
$99,999

$100,000 -
$149,999

$150,000 -
$199,999

$200,000 +

Source: US Census Bureau, ACS 5-year 2023 Estimates. 



Housing Tenure 2023
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Owner
844,228 

54%
Renter
395,015 

25%

Vacant
335,862 

21%

Housing Tenure 2023

• There were 1.5 million
housing units in PR in
2023

• 21% of these were vacant
(US Census Definition).

• This leaves 1.2 million
households

Source: US Census Bureau, American Community Survey 2023 5-year Estimates



Burdened Households
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Source: US Census Bureau, American Community Survey 2023 5-year Estimates



Inflation
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5.5%

3.8%

3.1%

6.3%

3.5%

2.7%

5.8%

2.5%

1.2%

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

6.0%

7.0%

Core - US All Items - US All Items - PR



Cost of Energy
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Taxpayers
Puerto Rico
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PR Tax Returns in 2023
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• Of the 1.2 million tax
returns in 2023, only
741,193 had a tax burden

Percent of Returns with a Tax Burden

Tax Returns



PR Tax Burden 2023
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Source: Departamento de Hacienda

Distribution of Total Tax Burden

Total Tax Burden
• 3,179 taxpayers making

$500,000 or more
contribute 24.6% of all
individual income tax
revenue.



PR Average Tax Burden 2023
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Source: Departamento de Hacienda



The Middle Class
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• The PR middle class is between $20,000 and $60,000.

32.4%

9.7%

10.8%

8.9%

6.9%

10.2%

6.5%

7.3%

3.1%

3.0%

0.9%
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16.0%
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Under $10,000

$10,000 under $15,000

$15,000 under $20,000

$20,000 under $25,000

$25,000 under $30,000

$30,000 under $40,000

$40,000 under $50,000

$50,000 under $75,000

$75,000 under $100,000

$100,000 under $200,000

$200,000 under $500,000

$500,000 or more

Tax Returns by Adjusted Gross Income 2022

US PR

Source: IRS (2022 Married File Together Tax Rates) and SOI data. Departamento de Hacienda.

US Middle Class is 
between          

$50,000 - $150,000
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8 .9%

6.9%
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6.5%

7.3%

3.1%

3.0%

0.9%
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12.5%
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5.6%

5.0%

5.0%

9.8%

8 .2%

14.8%

9.4%

16.0%

6.2%

1.5%

Under $10,000

$10,000 under $15,000

$15,000 under $20,000

$20,000 under $25,000

$25,000 under $30,000

$30,000 under $40,000

$40,000 under $50,000

$50,000 under $75,000

$75,000 under $100,000

$100,000 under $200,000

$200,000 under $500,000

$500,000 or more

Tax Returns by Adjusted Gross Income 2022

US PR

Source: IRS (2022 Married File Together Tax Rates) and SOI data. Departamento de Hacienda.

PR Middle Class is 
between          

$20,000 - $60,000



Marginal Tax Rates US v PR 2022
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• PRs middle class
is subject to
significantly
higher marginal
tax rates than US
residents

• At the same time,
basic goods and
services, like food
and energy, tend
to be more
expensive on the
Island.

7% 7 % 7% 7%

14% 14%

25%

33% 33% 33% 33% 33% 33%

10% 10% 10%

12% 12% 12% 12% 12%

22%

24%

32%

35%

37%

Under
$10k

$10k -
$15k

$15k -
$20k

$20k -
$25k

$25k -
$30k

$30k -
$40k

$40k -
$50k

$50k -
$75k

$75k -
$100k

$100k -
$200k

$200k -
$350k

$350k -
$500k

$500k or
more

H
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Adjusted Household Gross Income

Marginal Tax Rates US v PR 2022                                                                  
(Household Tax Rates)

PR US

Source: IRS (2022 Married File Together Tax Rates) and SOI data. Departamento de Hacienda.

Households in PR 
pay higher 

marginal rates
between                     

$25k - $350k



Income Tax
Individuals
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PR Tax Discount
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From To
Marginal  

Rate

Rate - 

Discount

$0 $9,000 0% 0%

$9,000 $25,000 7% 6.4%

$25,000 $41,500 14% 12.9%

$41,500 $61,500 25% 23.0%

$61,500 $100,000 33% 30.4%
$100,000 Or More 33% 31.4%

Source: Departamento de Hacienda de PR

PR Household Income Tax Rates 2011

• PR has an 8% discount on
taxes for residents
making less than
$100,000.

• The discount for those
above $100,000 is 5%.



20Priviledge and Confidential – For discussion purposes only

Descuento 92% y 95% 

Impacto 
(millones, $)Impacto (#)

Normal Tax Rate - Individuals

Marginal RateFixed RateNet Taxable Income

$9.75470%9,000-0

$18.4367,2937%25,000-9,001

$31.5183,60314%1,12041,500-25,001

$3891,68825%3,43061,500-41,501

$182.899,20733%8,430o más 61,501

$280.4 million 742,738 

 5% para todos los contribuyentes (Ley 257-2018). 

 3% adicional a contribuyentes con IBA de $100,000 o menos. (Ley 40-2020). 
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Aumento Exención de Pensionados 

Impacto 
(millones, $)Impacto (#)

Net Taxable Income

--9,000-0

$2.412,25125,000-9,001

$2.14,66441,500-25,001

$1.92,43561,500-41,501

$3.73,306o más 61,501

$10.1 million 22,656 

 Exención actual es de $15,000 para todo pensionado.  $20,000

 Pensionados de 60 años o más = $11,000.  $15,000



22Priviledge and Confidential – For discussion purposes only

Aumento Exención Personal 

Aumento 
($2,000/$1,000)

Aumento 
($1,500/$750)

Aumento
($1,000/$500)

Aumento 
($500/$250)(#)

Net Taxable Income

$6.0$4.5$3.0$1.5222,0769,000-0

$25.2$19.1$12.9$6.5369,87625,000-9,001

$25.4$19.1$12.8$6.5183,51641,500-25,001

$22.5$17.0$11.4$5.791,62161,500-41,501

$36.2$27.2$18.2$9.199,046o más 61,501

$109.3 million $82.4 million $55.3 million $27.8 million 966,135 

 Exención actual para Individual/Casado rinde Separado = $3,500.

 Exención actual para Casados = $7,000
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Aumento Exención por Dependientes 

Aumento 
($2,000/$1,000)

Aumento 
($1,500/$750)

Aumento
($1,000/$500)

Aumento 
($500/$250)

Dependientes
(#)

Net Taxable Income

$0.6$0.6$0.5$0.4168,2619,000-0

$20.2$15.7$10.9$5.6181,20225,000-9,001

$19.0$14.5$9.9$5.081,34941,500-25,001

$15.9$12.1$8.2$4.138,07561,500-41,501

$23.5$17.6$11.8$5.942,872o más 61,501

$78.6 million $60.0 million $40.7 million $20.8 million 478,140 

 Exención actual = $2,500.

 Exención actual para Casado rinde Separado/Custodia Compartida = $1,250



Rate Income (low) Income (high)
0.0% $0 $9,000
7.0% $9,000 $25,000
14.0% $25,000 $41,500
25.0% $41,500 $61,500
33.0% $61,500 ∞

Tax Reform Proposal (Summary)
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Current

Scenario #4
Potential Cost: 

$369 – $408 million

Scenario #15
Potential Cost: 

$359 – $399 million

Proposed

Rate Income (low) Income (high)
0.0% $0 $10,000
7.0% $10,000 $30,000
14.0% $30,000 $61,500
25.0% $61,500 $121,500

30.0% $121,500 $200,000
33.0% $200,000 ∞

Rate Income (low) Income (high)
0.0% $0 $10,000

6.0% $10,000 $25,000
13.0% $25,000 $60,000
27.0% $60,000 $120,000
30.0% $120,000 $180,000
32.0% $180,000 ∞



Scenario 4 Individual with 2 Dependents 
($32,000 Income)
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Current 934$           

Dependents Status Income Proposed 945$           

2 individual 32,000$       diff ($11)

diff % -1.2%

EITC 3,040$        
Federal EITC 4,405$        

Calculator Controls

Estimates Results

EITC Received

Worse off

$945 
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Proposed Current EITC PR Scenario EITC Federal



Scenario 15 Individual with 2 Dependents 
($32,000 Income)
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Current 934$           

Dependents Status Income Proposed 810$           

2 individual 32,000$    diff $124

diff % 13.3%

EITC 3,040$        
Federal EITC 4,405$        

Estimates Results

EITC Received

Calculator Controls Better off
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Tax Burden of Individual with 2 Dependents with income below $75k
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EITC Program
Puerto Rico & US
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EITC Comparison No Dependents
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• PR’s EITC is substantially
more beneficial to
individuals without
dependents than the
Federal EITC program.



EITC Comparison 1 Dependent
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• As the number of
dependents increase,
the Federal Program
increases that income
cohort that qualifies and
the amount of EITC
received.



EITC Comparison 2 Dependent
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• As the number of
dependents increase,
the Federal Program
increases that income
cohort that qualifies and
the amount of EITC
received.



EITC Comparison 3+ Dependents
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• As the number of
dependents increase,
the Federal Program
increases that income
cohort that qualifies and
the amount of EITC
received.

• Married households with
3+ dependents qualify
into the low $60,000 for
the Federal EITC



Vehículos de Motor
Arbitrios

02/06/2026 Tax Reform Committee 32



Recaudos – Arbitrios VM (2016 – 2025)
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Recaudos e Importaciones
Arbitrios VM (2016 – 2025)
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Periodos 
Fiscales

 Núm. 
Unidades 

YoY Revenues YoY

2016 96,673              285.61$           
2017 109,455           13% 369.17$           29%
2018 117,212           7% 407.34$           10%
2019 145,715           24% 519.06$           27%
2020 95,695              -34% 381.73$           -26%
2021 146,178           53% 611.66$           60%
2022 142,958           -2% 649.85$           6%
2023 138,633           -3% 652.23$           0%
2024 154,373           11% 705.10$           8%

2025 incompleto 135,951           -12% 630.30$           -11%

Recaudos y Número de Unidades Introducidas, Arbitrios Vehículos de Motor 
|MM$ | Unidades | Años Fiscales



Recaudos e Importaciones
Arbitrios VM (2016 – 2025)
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Recaudos e Importaciones
Arbitrios VM (2016 – 2025)

02/06/2026 Tax Reform Committee 36



Arbitrios VM 
Escenario Precio Contributivo de 1.05%  y Tasas Fijas a base del PV
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 Fiscal Year 
Escala Precio 

Contributivo en Puerto 
Rico

Cantidad de 
Unidades

Precio Cont 
Promedio

Precio Cont PR Estimado Actual PROPUESTA Efecto Fiscal Winner Loser

138,633           28,292              3,922,227,563   644,111,543    509,459,975    (134,651,567)  10,836              127,797           

1. < 20,000 17,893                   16,663                   298,158,491             41,386,556            31,306,642            (10,079,914)          1,223                     16,670                   

2. 20,000-30,000 55,199                   24,126                   1,331,708,712          211,111,969          174,335,700          (36,776,269)          1,004                     54,195                   

3. 30,000-40,000 17,686                   34,792                   615,330,035             113,267,899          96,914,481            (16,353,418)          -                         17,686                   

4. 40,000-50,000 7,233                     43,957                   317,944,472             64,961,574            50,076,254            (14,885,320)          -                         7,233                     

5. 50,000-60,000 3,204                     54,453                   174,465,870             40,063,958            27,478,375            (12,585,583)          -                         3,204                     

6. 60,000-70,000 1,407                     64,891                   91,301,313               22,587,080            14,379,957            (8,207,123)             -                         1,407                     

7. 70,000-80,000 829                        75,284                   62,410,409               16,237,664            9,829,639              (6,408,024)             -                         829                        

8. 80,000-50,000 558                        83,696                   46,702,601               12,525,583            7,355,660              (5,169,924)             -                         558                        

9. 90,000-100,000 277                        94,468                   26,167,694               7,232,384              4,121,412              (3,110,973)             -                         277                        

10. 120,000-130,000 71                          124,158                 8,815,241                 2,570,507              1,388,400              (1,182,107)             -                         71                          

11. 100,000-110,000 139                        104,535                 14,530,356               4,105,001              2,288,531              (1,816,469)             -                         139                        

12. 130,000-140,000 34                          135,121                 4,594,117                 1,357,677              723,573                 (634,103)                -                         34                          

14. 110,000-120,000 121                        113,871                 13,778,366               3,957,495              2,170,093              (1,787,402)             -                         121                        

15. 140,000-150,000 43                          145,770                 6,268,113                 1,872,750              1,511,534              (361,216)                -                         43                          

16. >= 150,000 172                        217,510                 37,411,757               11,686,363            9,820,586              (1,865,777)             -                         172                        

2023

Escenario de base impositiva a un 1.05% del precio contributivo. (Actualmente es 1.30)

Automóviles 
- Vehículos cuyo PV (1.05% del precio contributivo) sea de $0 hasta $25,000  Tasa fija  de 10% sobre PV

- Vehículos cuyo PV (1.05% del precio contributivo) sea de $25,000 hasta $150,000  Tasa fija  de 15% sobre PV

- Vehículos cuyo PV (1.05% del precio contributivo) sea de $25,000 hasta $150,000  Tasa fija  de 25% sobre PV



Arbitrios VM 
Escenario Precio Contributivo de 1.05%  y Tasas Fijas a base del PV
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Escenario de base impositiva a un 1.05% del precio contributivo. (Actualmente es 1.30)

Automóviles 
- Vehículos cuyo PV (1.05% del precio contributivo) sea de $0 hasta $25,000  Tasa fija  de 10% sobre PV

- Vehículos cuyo PV (1.05% del precio contributivo) sea de $25,000 hasta $150,000  Tasa fija  de 15% sobre PV

- Vehículos cuyo PV (1.05% del precio contributivo) sea de $25,000 hasta $150,000  Tasa fija  de 25% sobre PV

 Fiscal Year 
Escala Precio 

Contributivo en Puerto 
Rico

Cantidad de 
Unidades

Precio Cont 
Promedio

Precio Cont PR Estimado Actual PROPUESTA Efecto Fiscal Winner Loser

154,373        26,600         4,106,292,717    668,978,499       538,909,330       (130,069,168)     18,712      135,661     

1. < 20,000 18,090               17,185             310,883,571              43,525,285                32,642,775                (10,882,510)               972              17,118           

2. 20,000-30,000 60,444               24,795             1,498,691,775           240,418,420              204,687,414              (35,731,007)               203              60,241           

3. 30,000-40,000 17,732               34,180             606,082,413              110,618,735              95,457,980                (15,160,755)               -               17,732           

4. 40,000-50,000 6,976                 44,091             307,580,135              62,968,529                48,443,871                (14,524,657)               -               6,976             

5. 50,000-60,000 2,635                 53,970             142,211,111              32,516,745                22,398,250                (10,118,495)               -               2,635             

6. 60,000-70,000 1,029                 64,939             66,822,440                16,535,854                10,524,534                (6,011,320)                 -               1,029             

7. 70,000-80,000 818                    75,602             61,842,180                16,110,570                9,740,143                  (6,370,427)                 -               818                

8. 80,000-50,000 495                    84,270             41,713,642                11,207,936                6,569,899                  (4,638,037)                 -               495                

9. 90,000-100,000 326                    94,344             30,756,123                8,497,985                  4,844,089                  (3,653,895)                 -               326                

10. 120,000-130,000 65                      125,143           8,134,296                  2,375,043                  1,281,152                  (1,093,892)                 -               65                  

11. 100,000-110,000 139                    104,493           14,524,540                4,103,023                  2,287,615                  (1,815,408)                 -               139                

12. 130,000-140,000 59                      134,109           7,912,444                  2,335,670                  1,246,210                  (1,089,461)                 -               59                  

14. 110,000-120,000 112                    114,266           12,797,776                3,678,180                  2,015,650                  (1,662,530)                 -               112                

15. 140,000-150,000 40                      144,886           5,795,459                  1,730,076                  1,358,438                  (371,638)                    -               40                  

16. >= 150,000 219                    212,376           46,510,330                14,497,432                12,208,962                (2,288,470)                 -               219                

2024



Arbitrios VM 
Escenario de Tasas progresivas/2 Tipos de Base impositiva
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 Escenario de Tasas progresivas
 2 Tipos de Base impositiva

Automóviles 
- Vehículos cuyo costo sea hasta $149,999  15% 

- Vehículos cuyo costo sea de $150,000 en adelante  25%

- Vehículos híbrido y eléctricos  5% 

Escala Precio 
Contributivo

Cantidad de 
Unidades

Precio Cont 
Promedio

Precio Cont PR Monto a Pagar 
Arbitrio Actual 

Estimado

Arbitrio 
Propuesta  
Estimado

Efecto Fiscal Winners Losers

Total 109,103 28,980 3,161,796,982 2,843,176,380 571,607,594 474,269,547 (97,338,046.21)     85,550 23,550

A. < 6,170 551 4,446 2,449,732 764,908 351,263 367,460 16,197 198 351

B. 6,170 - 10,690 833 8,331 6,939,797 2,053,402 711,056 1,040,970 329,913 0 833

C. 10,690 - 21,380 22,335 18,672 417,031,260 499,901,607 60,177,852 62,554,689 2,376,837 1,037 21,297

D. 21,380 - 31,780 60,279 25,798 1,555,102,093 1,460,638,972 253,448,076 233,265,314 -20,182,762 59,212 1,067

E. 31,780 - 44,890 16,487 37,297 614,914,404 504,008,040 116,476,061 92,237,161 -24,238,900 16,487 0

F. > 44,890 8,610 65,638 565,139,099 375,657,333 140,405,499 84,770,865 -55,634,634 8,610 0

G. Otros 8 27,575 220,597 152,118 37,787 33,090 -4,697 6 2
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Background & Context
Economic Conditions
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GDP & GNP Growth
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• The economy has shown signs of recovery from the prolonged post-2006 recession, with four straight years 
of positive growth rates

• Pursuing the tax reform with targeted relief for the working class during a period of economic expansion 
offers greater fiscal flexibility and feasibility, as rising revenues and economic momentum can help offset 
fiscal risk

Source: Statistical Appendix to the Governor, Puerto Rico Planning Board



GNP Growth Forecasts 
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• Per Puerto Rico’s real GNP growth, a balanced fiscal strategy that controls government expenditures while 
delivering targeted tax relief to working families becomes essential. 

• This dual approach mitigates the risk of structural deficits while stimulating near-term consumption, thus, 
helping to offset weaker macroeconomic momentum through stronger household demand.
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PR Population Trends
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• While Puerto Rico’s long-standing population decline appears to have stabilized in recent years, 
reversing this trend and achieving sustained demographic growth remains a significant long-term 
challenge for the Island’s economic vitality

• The tax reform must directly address Puerto Rico’s structural competitiveness and high cost of living, 
both of which are critical levers for improving labor force retention, attracting talent, and positioning 
the Island as a viable destination
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Key Demographic Drivers 
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• Since 2017, Puerto Rico has faced a structural demographic inversion, that is, births have fallen by nearly 
50% since 2014 while deaths have steadily risen, surpassing 30,000 annually since 2020. This imbalance is 
a major driver of population aging and labor force shrinkage

• Puerto Rico’s tax reform efforts must incorporate targeted demographic initiatives to reduce the cost of 
raising families and encourage retention of young working-age residents

36,479 

24,322 19,645 
18,219 

28,829 

30,771 
32,710 

33,920 

2014 2015 2016 2017 2018 2019 2021 2022 2023 2024
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Source: Annual Estimates of the Resident Population, US Census Bureau



Key Demographic Drivers 
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• The positive net migration in 2024 (15,204) suggests emerging conditions favorable to talent retention and 
return migration

• Fiscal policy must be used proactively to consolidate these demographic gains

• Tax policy can play a catalytic role by reducing the outflow of working-age residents, incentivizing family 
formation, and supporting return migration

Source: Annual Estimates of the Resident Population, US Census Bureau
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Puerto Rico’s Population by Age & Sex
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• In 2000 there were over 295,000 children under the age of 5

• By 2024 children under the age of 5 were less than 95,000

• The sustained shortage of births effectively locks in negative population growth dynamics for the 
coming years, reinforcing demographic and fiscal challenges



Salaried Employment
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Unemployment Rate
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• Despite the expiration of a large portion of federal stimulus funds, the unemployment rate has 
remained at record-low levels

• With more people employed, the taxpayer base is broader, enabling more equitable tax burden 
distribution and allowing for targeted tax relief to working families without immediate fiscal strain

• In Puerto Rico, where labor force participation remains low despite recent job growth, tax reform during 
low unemployment can boost take-home pay, reduce informality, and incentivize labor force re-entry.



Median Household Income
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• Even as the median household income for Puerto Rico remains close to $27,000, the
average salary for the Island increased from $28,784 in 2018 to $35,285 in 2024.

 $19,313  

 $27,213  

2017 2024
Source: American Community Survey 1-Year Estimates, US Census Bureau

Median Household Income (2017 - 2024)



Household Income 2023
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Housing Tenure 2023
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Owner
844,228 

54%
Renter
395,015 

25%

Vacant
335,862 

21%

Housing Tenure 2023

• There were 1.5 million
housing units in PR in 2023

• 21% of these were vacant
(US Census Definition).

• This leaves 1.2 million
households

Source: US Census Bureau, American Community Survey 2023 5-year Estimates



Burdened Households
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Source: US Census Bureau, American Community Survey 2023 5-year Estimates



Inflation
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Cost of Energy
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Fiscal Conditions
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Government Revenues & Expenditures
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• Government revenues have consistently exceeded expenditures over the past years

• Before 2016, expenditures exceeded total revenues 
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Government Revenues & Expenditures
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• Government revenues have been higher by over $2 billion since FY2018

• The greater collections have been driven by increases in individual and 
corporate income tax revenues, revenues from the SUT (IVU), nonresident 
taxes paid, and motor vehicle taxes

Source:  Puerto Rico Department of the Treasury

Government Revenues by Tax Source (In Millions, FY 2018-2025)



Fiscal Stimulus
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• More than $40 billion in COVID-19 relief funds were disbursed between FY 2020 and FY 2024, resulting 
in a large fiscal stimulus to the local economy

• Disbursement of FEMA disaster relief funds are expected to continue up to FY 2035

Federal Funds Disbursed by Type of Fund
(In billions, FY 2018 – FY 2025)

Source: FOMB Commonwealth Fiscal Plan 2025



Overview of Personal 
Income Tax
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The Mechanics of PR’s Personal Income Tax
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• Puerto Rico’s income tax system is progressive, meaning income is taxed in segments (“brackets”) at 
increasing rates as income rises

• Each bracket applies only to the portion of income within that range, not to total income

• Lower tax brackets apply to everyone, including high-income taxpayers

• Thus, any reduction in lower brackets propagates upward across the entire income distribution, which 
is reflected in the fiscal cost

• Any change in a single tax bracket, inevitably provokes a change in the rest of the system 

• i.e. Reducing tax rates in lower brackets provides meaningful relief to working families, but also reduces 
revenues from higher-income taxpayers who pass through those brackets

• Mid-level 00taxed within them is substantial.



PR Tax Returns in 2023
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• The Island has a high concentration at the bottom of the income
distribution, with 60% of all tax returns, reporting incomes under $10,000

• 95% of returns fall under $50,000

• Thus, a large share of the population receives income primarily from non-
taxable sources

• Out of approximately 1.2 million tax returns filed in 2023, only 741,193
reflected any tax liability.

Percent of Returns with a Tax Burden

Tax Returns



Number Dependents by Household Income
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Source: Departamento de Hacienda

• The vast majority of dependents reside in households earning less than $50,000 annually. 

• These households bear a disproportionate share of the economic burden of raising children relative 
to their income

• Increasing dependent deductions ensures that family size and caregiving responsibilities are better 
reflected in tax liability, enhancing vertical equity in the PIT system



PR Tax Burden 2023
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Source: Departamento de Hacienda

Distribution of Total Tax Burden

Total Tax Burden
• 3,179 taxpayers making

$500,000 or more contribute
24.6% of all individual
income tax revenue.



PR Average Tax Burden 2023
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Source: Departamento de Hacienda



The Middle Class
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• Many income thresholds in Puerto Rico’s tax code no longer reflect current wage levels or inflation

• Over time, inflation has pushed taxpayers into higher brackets without real gains in purchasing power
(“bracket creep”).

• Puerto Rico’s PIT structure reaches high marginal tax rates at relatively low-income levels, meaning that
middle-income taxpayers often face the same marginal rate as high-income earners

• The above has essentially compressed the progressivity of the tax system

• A modern tax system will partially address this through periodic inflation-based bracket adjustments

• Per 2022 data, The Island’s middle class is roughly between $20,000 and $60,000

32.4%

9.7%

10.8%

8.9%

6.9%

10.2%

6.5%

7.3%

3.1%

3.0%

0.9%

0.3%

12.5%

6.0%

5.6%

5.0%

5.0%

9.8%

8.2%

14.8%

9.4%

16.0%

6.2%

1.5%

Under $10,000

$10,000 under $15,000

$15,000 under $20,000

$20,000 under $25,000

$25,000 under $30,000

$30,000 under $40,000

$40,000 under $50,000

$50,000 under $75,000

$75,000 under $100,000

$100,000 under $200,000

$200,000 under $500,000

$500,000 or more

Tax Returns by Adjusted Gross Income 2022

US PR

Source: IRS (2022 Married File Together Tax Rates) and SOI data. Departamento de Hacienda.

US Middle Class is 
between          

$50,000 - $150,000

32.4%

9.7%

10.8%

8.9%

6.9%

10.2%

6.5%

7.3%

3.1%

3.0%

0.9%

0.3%

12.5%

6.0%

5.6%

5.0%

5.0%

9.8%

8.2%

14.8%

9.4%

16.0%

6.2%

1.5%

Under $10,000

$10,000 under $15,000

$15,000 under $20,000

$20,000 under $25,000

$25,000 under $30,000

$30,000 under $40,000

$40,000 under $50,000

$50,000 under $75,000

$75,000 under $100,000

$100,000 under $200,000

$200,000 under $500,000

$500,000 or more

Tax Returns by Adjusted Gross Income 2022

US PR

Source: IRS (2022 Married File TogetherTax Rates) and SOI data. Departamento de Hacienda.

PR Middle Class is 
between          

$20,000 - $60,000



Marginal Tax Rates U.S. vs. PR 2022
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• PR’s middle class is
subject to
significantly higher
marginal tax rates
than US residents

• At the same time,
basic goods and
services, like food
and energy, tend to
be more expensive on
the Island.
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The Middle-Income “Trap”
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• Workers transitioning from lower- to middle-income brackets experience sharp increases in marginal
taxation without commensurate increases in disposable income

• Applying high marginal rates to broad middle-income brackets generates labor disincentives, which
creates additional pressures to participate in the informal economy

• One must keep in mind that middle-income earners tend to have wage-based income that is fully exposed
to statutory rates

• Workers moving from lower-income to middle-income brackets often face abrupt increases in marginal
tax rates that materially reduce the gains from additional work, promotions, or overtime. In many cases,
the increase in tax liability absorbs a disproportionate share of nominal wage growth, resulting in little to
no improvement in real disposable income

• Therefore, tax reform should recalibrate marginal rate thresholds, ensuring that higher statutory rates
are reserved for truly high-income levels, while allowing middle-income households to benefit from a truly
progressive system

• Progressive tax reform during low unemployment reinforces real wage gains at the lower end of the
income distribution, improving household purchasing power without fueling inflation

• It also mitigates behavioral distortions, such as labor disincentives from high marginal tax rates at lower-
to-mid income levels

• Puerto Rico’s current labor market conditions provides a window to modernize the tax system, including
inflation-adjusted brackets, simplification, and better alignment of tax burdens across income levels



Embedded Distortions
Puerto Rico
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PR Tax Discount
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From To
Marginal 

Rate

Rate - 

Discount

$0 $9,000 0% 0%

$9,000 $25,000 7% 6.4%

$25,000 $41,500 14% 12.9%

$41,500 $61,500 25% 23.0%

$61,500 $100,000 33% 30.4%
$100,000 Or More 33% 31.4%

Source: Departamento de Hacienda de PR

PR Household Income Tax Rates 2011

• Puerto Rico has an 8% discount on taxes for residents making less than $100,000

• The discount for those above $100,000 is 5%

• This distortion adds complexity to the system and further erodes the real “signaling” of
the marginal tax rates

• Removing the discount makes the system more transparent and predictable



Tax Reform
Puerto Rico
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Tax Reform Proposal (Summary)
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• The Puerto Rico Department of the Treasury in conjunction with the Tax Reform committee 
developed over 40 different scenarios and models of potential tax changes to the Island’s tax 
system. 

• The model or scenario that was ultimately selected reduces the tax burden of most of the 
Island’s working class. 

• To ensure that working class families in Puerto Rico benefit the most from the tax reform the 
deduction for dependents would be increased from $2,500 to $5,000. 

• The 92% and 95% reduction in tax already in the tax scheme would be eliminated. 

• The gradual adjustment for those making $500,000 or more would also be eliminated*. 

*The $550 million cost of the Tax reform removes the gradual adjustment from the tax code. If gradual adjustment were to remain in 
the tax code, then the cost of the tax reform would be reduced as presented in subsequent slides. 



Rate Income (low) Income (high)
0.0% $0 $9,000
7.0% $9,000 $25,000
14.0% $25,000 $41,500
25.0% $41,500 $61,500
33.0% $61,500 ∞

Tax Reform Proposal (Summary)
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Current

Proposed

Scenario #37
Potential Cost: 

$535 – $550 million

Includes:
1. Reduction in rates
2. Increase in dependent 

deduction to $5,000
3. Elimination of tax discount 

rate.  
4. Elimination of gradual 

adjustment*

Rate Income Low Income High
0.0% $0 $12,500
6.0% $12,500 $25,000
12.0% $25,000 $50,000
24.0% $50,000 $100,000
29.0% $100,000 $150,000
33.0% $150,000 ∞

*The $550 million cost of the Tax reform removes the gradual adjustment from the tax code. If gradual adjustment were to remain in the tax 
code, then the cost of the tax reform would be reduced as presented in subsequent slides. 
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• The table presents the estimated 
cost of exclusions and exemptions 
from the SUT. 

• These were analyzed and 
considered as revenue generating 
measures although most were 
discarded because of their 
adverse impact on middle-class 
consumers.  

Exemption
Annual Cost 

($Millions)
Food
Food Items $370.1
Restaurants $394.1

Health
Prescription Drugs $0.5
Health or medical hospital services $948.1
Equipment for Disabled Persons $6.7
Care Services Rendered by Elderly Care Centers $30.8
Manufacturing of health equipment $49.2

Education

Textbooks $10.9

Uniforms and Materials 
Child Care $0.1
Educational services, including tuition costs $171.7

Services
Funeral Services $6.1
Sales Made by Churches. $1.0
Promotional Material $0.4
Designated professional services $142.6
Financial Services $191.4
Insurance services and commissions $151.4
Exemption on Lease of Real Property $93.1
Exemption on Rights of Admission $0.0
PYMES with sales volume under $50k $463.0

Utilities
Gasoline $179.2
Electricity $136.2
Water $81.7

Tax Incentives
Exemption for Bona Fide Farmers. $4.5
Exemption for artisans. $48.1
Concession Holders under the Puerto Rico Tourism Development Laws $13.1

Other
Puerto Rico National Guard store sales $5.8
Feminine personal hygiene products $15.4
Solar- Electric Equipment $77.3
Vehicles $241.3
Exemption on Taxable Items from a Transfer of Residence $0.0

Total Excluded $3,833.8
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• As part of the research for this project several tax reform scenarios were developed, from flat rates to progressive rates. 
In total, over 45 different iterations of individual income tax structures were analyzed. Costs for these scenarios varied 
from $250 million to over $600 million. In each case the goal was the same, that is, to reduce the tax burden on the 
middle class. These scenarios were compared on several fronts:

1. Tax relief to taxpayers, 

2. Cost in terms of fiscal revenue,  

3. Simplification of the tax system. 

• For tax relief the main factor was not only the amount of money saved by taxpayers, but also how many taxpayers were 
positively and negatively impacted. Ideally you will reduce taxes on all taxpayers as much as possible while minimizing 
the impact on fiscal revenues. Secondly, if possible, simplify the process of filling taxes. This increases compliance 
and reduces costs for the taxpayers. 

• To measure these impacts, data from individual taxpayers for 2023 and 2024 was utilized. Over 1.2 million tax returns 
per tax year were used to estimate the individual tax burden of each taxpayer utilizing a microsimulation. 

• That means that all proposed changes to the tax code were used to recalculate all 1.2 million tax returns to determine 
the change in fiscal revenue. The following slide presents a more detailed methodology of how a microsimulation 
model works. 



Microsimulation
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• A microsimulation model is a tool to estimate the impacts of changes in taxes, public policies, and/or economic conditions on tax 
collections, profitability of businesses, employment, and prices. These individual impacts are then aggregated to determine the overall 
economic impact of the proposed policy changes. 

• Microsimulation models, like all sophisticated economic tools, come with their own set of challenges and benefits. On the downside, these 
models require extensive, granular data on individuals and corporations, substantial computational resources, and a robust design to 
effectively simulate complex economic interactions, such as changes in income tax or a change in the minimum wage. Additionally, these 
models are time-intensive, diverging from the quicker setup associated with traditional econometric modeling.

• Conversely, microsimulation models address a common limitation in economic modeling—the reliance on broad, sweeping assumptions.
By minimizing the use of the "ceteris paribus" (all other things being equal) assumption, these models leverage vast amounts of data and 
computational power to individually simulate decisions of businesses and people. 

• This approach reduces the distortion caused by oversimplified assumptions that traditionally homogenize the responses of all economic 
actors, thus enhancing the accuracy and relevance of the results. In essence, a traditional econometric model would be forced to assume 
that all economic actors behave the same way. This is in large part to the aggregated datasets used. 

• There are two main types of microsimulations, static and dynamic. Dynamic models can age the population, applying demographic
forecasts to the simulation to account for population changes. Static models maintain the same population independent of how many years 
or iterations are carried out. 

• For each iteration or scenario all the proposed changes to the tax scheme were implemented and the impact was estimated. Before 
estimating the impact of any scenario all proposed changes to the tax system were coded into the model such as changes in deductions, 
changes in rates, and elimination of any part of the current tax system. Then individual tax returns were used to estimate the tax burden 
taxpayers would have faced under this new system and what fiscal revenues would have been. 

• Essentially, how much would taxpayers have had to pay under the proposed tax system if it had been in place in 2023 and 2024 based on 
their income and deduction data from their own taxes. In this way the model can determine the change in fiscal revenues and just as 
importantly how many taxpayers are positively and negatively impacted (pay more or pay less) under the proposed scheme. 
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• Puerto Rico’s economy has entered a phase of moderate but sustained expansion,
characterized by positive real GNP growth, historically low unemployment rates, and
recurring fiscal surpluses at the General Fund level. These conditions provide a favorable
macroeconomic window to implement structural tax reform without jeopardizing fiscal
stability.

• Implementing tax reform during an expansionary phase enhances economic dynamism,
allowing tax relief to reinforce—rather than destabilize—ongoing economic momentum.

• The reform is designed to be fiscally responsible, with an estimated annual cost of $550
million financed through expenditure adjustments, elimination of tax exemptions, and the
use of recurring revenue surpluses.

*PR Planning Board estimate of economic impact of PS 912.  



Economic Impact 
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• Alleviating the tax burden on middle-income households directly increases their disposable income. Given their higher marginal 
propensity to consume, this would lead to an increase in private consumption. Currently, middle-income earners face high 
marginal rates with limited benefits. Correcting this improves labor market incentives, reduces informal employment pressures, 
and encourages formal sector participation.

• If PIT reform is accompanied by cuts to government spending to maintain fiscal balance, this could offset some of the demand 
stimulus from tax cuts. Government expenditure tends to have a higher multiplier than tax reductions

• If the cuts target unused funds or excess reserves, essential public services and social programs remain unaffected, limiting the 
negative multiplier associated with spending cuts 

• Government surpluses often represent unspent or saved funds with low short-term economic impact

• If funded from surpluses, the net fiscal impact is likely stimulative

• Additional fiscal revenue is likely to come from consumption taxes such as the SUT when the economic multiplier effect is taken 
into account. Additional business activity would also be derived from the disbursements of $550 million to taxpayers as they 
consume and increase demand. Particularly as a large portion of this tax reform is directed towards segments of the economy 
that have a higher rate of consumption. 

• Utilizing the latest input-output matrix (2017) the additional economic activity as a result of the reduction of $550 million in taxes 
would generate some $657 million in local production and creating nearly 6,000 jobs*. This in turn would generate between $30-
$60 million in additional SUT revenue every year.   

*PR Planning Board estimate of economic impact of PS 912.  
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Individual Scenarios
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• To determine how many taxpayers could be negatively impacted by the 
reform all 1.2 million tax returns for 2023 and for 2024 were re-calculated 
under the proposed tax reform. 

• The result was that no household under $450,000 would face a higher tax 
burden* under the proposed tax reform.  

• The following slides present 26 cases of single and married taxpayers with 
and without dependent for incomes between $10,000 and $120,000 a year 
and how these would benefit from the tax reform.

*Based on the income and deductions reported in the 2023 and 2024 tax returns. 
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $10,000 $10,000

Carga 
contributiva

$0 $0 $0
Reducción por 

Reforma

Crédito por Trabajo $1,500 $1,500

Soltero sin dependientes y $10,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $15,000 $15,000

Carga 
contributiva

$161 $0 -$161
Reducción por 

Reforma

Crédito por Trabajo $1,745 $1,745

Soltero sin dependientes y $15,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $20,000 $20,000

Carga 
contributiva

$483 $240 -$243
Reducción por 

Reforma

Crédito por Trabajo $1,536 $1,536

Soltero sin dependientes y $20,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $30,000 $30,000

Carga 
contributiva

$966 $540 -$426
Reducción por 

Reforma

Crédito por Trabajo $1,632 $1,632

Soltero con 1 dependiente y $30,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $40,000 $40,000

Carga 
contributiva

$1,868 $930 -$938
Reducción por 

Reforma

Crédito por Trabajo $1,047 $1,047

Soltero con 2 dependientes y $40,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $50,000 $50,000

Carga 
contributiva

$2,834 $1,530 -$1,304
Reducción por 

Reforma

Crédito por Trabajo NQ NQ

Soltero con 3 dependientes y $50,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $60,000 $60,000

Carga 
contributiva

$5,456 $3,330 -$2,126
Reducción por 

Reforma

Crédito por Trabajo NQ NQ

Soltero con 2 dependientes y $60,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $70,000 $70,000

Carga 
contributiva

$7,181 $4,110 -$3,071
Reducción por 

Reforma

Crédito por Trabajo NQ NQ

Soltero con 3 dependientes y $70,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $80,000 $80,000

Carga 
contributiva

$10,792 $7,710 -$3,082
Reducción por 

Reforma

Crédito por Trabajo NQ NQ

Soltero con 2 dependientes y $80,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $90,000 $90,000

Carga 
contributiva

$13,828 $10,110 -$3,718
Reducción por 

Reforma

Crédito por Trabajo NQ NQ

Soltero con 2 dependientes y $90,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $100,000 $100,000

Carga 
contributiva

$16,864 $12,510 -$4,354
Reducción por 

Reforma

Crédito por Trabajo NQ NQ

Soltero con 2 dependientes y $100,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $110,000 $110,000

Carga 
contributiva

$20,549 $14,910 -$5,639
Reducción por 

Reforma

Crédito por Trabajo NQ NQ

Soltero con 2 dependientes y $110,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $120,000 $120,000

Carga 
contributiva

$23,684 $17,634 -$6,049
Reducción por 

Reforma

Crédito por Trabajo NQ NQ

Soltero con 2 dependientes y $120,000 de ingreso 
para el hogar



Married Households
Puerto Rico
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $10,000 $10,000

Carga 
contributiva

$0 $0 $0
Reducción por 

Reforma

Crédito por Trabajo $1,500 $1,500

Casados sin dependientes y $10,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $15,000 $15,000

Carga 
contributiva

$0 $0 $0
Reducción por 

Reforma

Crédito por Trabajo $1,745 $1,745

Casados sin dependientes y $15,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $20,000 $20,000

Carga 
contributiva

$258 $30 -$228
Reducción por 

Reforma

Crédito por Trabajo $1,745 $1,745

Casados sin dependientes y $20,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $30,000 $30,000

Carga 
contributiva

$741 $330 -$411
Reducción por 

Reforma

Crédito por Trabajo $2,884 $2,884

Casados con 1 dependiente y $30,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $40,000 $40,000

Carga 
contributiva

$1,417 $630 -$787
Reducción por 

Reforma

Crédito por Trabajo $2,646 $2,646

Casados con 2 dependientes y $40,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $50,000 $50,000

Carga 
contributiva

$2,383 $1,110 -$1,273
Reducción por 

Reforma

Crédito por Trabajo $406 $406

Casados con 3 dependientes y $50,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $60,000 $60,000

Carga 
contributiva

$4,651 $2,910 -$1,741
Reducción por 

Reforma

Crédito por Trabajo NQ NQ

Casados con 2 dependientes y $60,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $70,000 $70,000

Carga 
contributiva

$6,376 $3,510 -$2,866
Reducción por 

Reforma

Crédito por Trabajo NQ NQ

Casados con 3 dependientes y $70,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $80,000 $80,000

Carga 
contributiva

$9,729 $6,870 -$2,859
Reducción por 

Reforma

Crédito por Trabajo NQ NQ

Casados con 2 dependientes y $80,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $90,000 $90,000

Carga 
contributiva

$12,765 $9,270 -$3,495
Reducción por 

Reforma

Crédito por Trabajo NQ NQ

Casados con 2 dependientes y $90,000 de ingreso 
para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $100,000 $100,000

Carga 
contributiva

$15,801 $11,670 -$4,131
Reducción por 

Reforma

Crédito por Trabajo NQ NQ

Casados con 2 dependientes y $100,000 de 
ingreso para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $110,000 $110,000

Carga 
contributiva

$18,837 $14,070 -$4,767
Reducción por 

Reforma

Crédito por Trabajo NQ NQ

Casados con 2 dependientes y $110,000 de 
ingreso para el hogar
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Parametro Sistema Actual
Reforma 

Contributiva
Ingreso de hogar $120,000 $120,000

Carga 
contributiva

$22,586 $16,619 -$5,967
Reducción por 

Reforma

Crédito por Trabajo NQ NQ

Casados con 2 dependientes y $120,000 de 
ingreso para el hogar
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Revenue Generating Measure – Excise Tax on 
Electric Vehicles
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• Current incentives benefit sectors with high purchasing power. 

• Middle-class households tend to purchase vehicles with a sales value under $60,000. 

• Taxing these high-end models seeks a fairer and more equitable distribution of the tax burden. 

• As the EV market matures, maintaining total exemptions erodes the state's tax base. 

• It has been identified that the current benefits mostly impact buyers of vehicles valued at over $60,000.

* The PR Department of the Treasury Tax Intelligence Division and NIC data for section 3030.03 reimbursements in calendar 2025. 

The excise taxes operate on a progressive scale based on the taxable value on 
the island; the more expensive the vehicle, the higher the percentage of excise 

tax applied. 

• Levy excise taxes on 100% electric vehicles (BEVs) and plug-in 
hybrid electric vehicles (PHEVs) with a market value exceeding 
$60,000.



New Vehicle Sales
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New Automobile Units Sold (2014 – 2025)

• Puerto Rico’s new vehicle sales peaked in 2021–2023, exceeding 130,000 units per year, before declining to 
approximately 111,000 in 2025. Electric vehicles represent less than 5% new auto sales in PR. 
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• Puerto Rico currently has an exemption on excise tax for electric vehicles (EV) and plug-in hybrid vehicles (PHEV) of any value.

• This exemption applied to close to 5,200 vehicles in 2025 or 4.8% of new car sales in 2025 according to PR Department of the 
Treasury data. Industry data places the sales number at between 2,500 and 3,500, further analysis should be carried out. 

• If all EV and PHEV with a value greater than $60,000 were subject to the current excise tax scheme, this would have generated over 
$100 million in additional revenue*. 

• Given that removing the exemption would effectively increase the price of the vehicles it is unlikely that $100 million in fiscal revenue 
would be achieved. A more plausible scenario would see fiscal revenues increase by at most $50 million (scenario 3), as the 
market would experience a significant reduction given the increase in the excise tax and the end of federal tax credits for EV’s.

• The Department of Hacienda recently updated data for EV & PHEV with sales higher than was originally observed in the import 
data utilized in previous estimates. Even so, a near 50% reduction in demand is assumed particularly in PHEV as the removal of 
the tax exemption reduces the value proposition of the vehicles. 

• It should be considered that if EV and PHEV sales decline consumers would likely still purchase a vehicle, albeit a gas-powered 
vehicle subject to excise tax. 

* The PR Department of the Treasury Tax Intelligence Division and NIC data for section 3030.03 reimbursements in calendar 2025. 

Scenario Vehicle Value
Units that lose 

exemption

Units that 

retain 

exemption

Fiscal Revenue 

($ millions)

1 $40,000 or less 4,995 287 $54.0
2 $50,000 or less 4,420 862 $51.5
3 $60,000 or less 4,187 1,095 $50.0
4 All EV & PHEV 5,282 0 $54.9

Source: Department of the Treasury. Calendar Year Data

Eliminate Exemptions for EV
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• Impact on higher incomes: The segment of the population that purchases electric vehicles valued at over $60,000 
typically has annual incomes exceeding $150,000. By applying the maximum excise tax rate of 34% (in accordance 
with the established intervals), the tax burden falls directly on the sector with the greatest economic capacity, not 
middle-class working families.

• Impact of excise taxes on luxury electric vehicles: The imposition of excise taxes on plug-in vehicles valued at over 
$60,000 pursues a dual fiscal impact with clear objectives of tax fairness and income redistribution.  

• Double fiscal impact (Progressivity and redistribution): The imposition of excise taxes on plug-in vehicles costing 
more than $60,000 fulfills two essential objectives: 

• Progressive tax: Proportionally taxes those who earn more.

• Redistribution of funds: The revenue collected is used to mitigate the fiscal cost of providing a lower tax rate to the 
lower-income population, especially the working class, thus balancing the system. 

* The PR Department of the Treasury Tax Intelligence Division and NIC data for section 3030.03 reimbursements in calendar 2025. 




