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Dominica	Recent	Experience
• Erika	(August	2015)	 àL&D	=	96%	GDP
• Maria	(September	2017) à L&D	=	225%	GDP

Maria Losses Damages Recovery	
Cost

Public 31.4 64.0 140.1

Private 34.3 95.6 86.2

Total 65.7 159.6 226.3



Challenge:	sustainable	macroframework

Macroeconomic	Plan

Impact	and	recovery	paths Sustainability/Financing

Integrated	Sector	Analysis

Real Government External Financial

Costs	Damage	Assessment

Rehabilitation;	social	assistance Reconstruction;	Resilience
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Key	Sector	Considerations	1
• Real	sector
– Supply
• Sector	decline,	recovery	speed
• Capacity	constraints
• Permanent	vs.	transitory	effects:	migration;	
leveraged	firms/households

– Demand
• Public	sector
• Private	sector



Key	Sector	Considerations	2

• Government	Finances
– Recurrent	spending	à support	demand	near-term
– Reconstruction	investment	à recovery	long-term
• Prioritization	/	Sequencing
• Execution	rate	/	Capacity	constraints

– Financially	unconstrained	à fiscal	sustainability
• Recurrent	NDs

– Financially	constrained	à grants/debt	relief



Key	Sector	Considerations	3
Closing	the	framework:
Financing	Identification

• External	Sector
– Exports;	Imports
– Financing

• Financial	Sector
– Capital	/	Liquidity	buffers
– Banks:	public	vs.	private	financing	/	crowding	out
– Other	DTI:	credit	unions;	other
– Insurance



Closing	Remarks

• Accommodate	reconstruction	within	fiscal	and	
external	sustainability	bounds

• Consistency	of	plans	critical	to	access	
financing	and	private	investment	crowding-in

• Address	growth	structural	constraints	to	
recover	potential	output



Thank	you



Post-Hurricane	Economic	
Outlook

GNP/Fiscal	Multiplier Effects Panel
Listening Session:		Financial Oversight and	Management	Board

NOVEMBER	16	2017



NEAR	TERM	REAL	GNP	
OUTLOOK

THREE	INTERACTING	EFFECTS:

• Real	GNP	trend prior	to	fiscal	plan	and	hurricane
Our estimate:	-1.5%	to	-2.0%	

• Exogenous fiscal	shock	embodied in	fiscal	plan
Under revision
Previous impact estimate:	-4.5%	to	-5.0%	in	FY	2018	and	2019

• Interruption of	“normal”	course of	business since September 30.
Supply and Demand shock
Multiplier effects
Minimum impact estimate:		-8.0%	in	FY	2018
Pessimistic impact estimate:		-15.0%	in	FY	2018



• TWO	COMPLEMENTARY	BUT	COUNTERACTING	FACTORS:
• Fiscal	Consolidation

• Continuation	of	(revised)	fiscal	plan
• Restraint	on	real	GNP	growth

• Reconstruction
• Increase	Investment/GNP	ratio
• Demand	stimulus
• Supply-side	benefits	(BBB:		Build	Back	Better)

BEYOND	FY	2019

THERE	IS	STILL	MUCH	UNCERTAINTY	ON	BOTH	ACCOUNTS



A	SUGGESTION	TO	THE	
GOVERNMENT	AND	

FOMB
FOCUS	FISCAL	CONSOLIDATION	ON	THE	CURRENT	ACCOUNT	PRIMARY	
BALANCE.
TAKE	ADVANTAGE	OF	NEW	CAPITAL	ACCOUNT	FUNDING	TO	PROVIDE	
DEMAND-SIDE	STIMULUS	AND	SUPPLY	SIDE	ROBUSTNESS.
INTEGRATE	CAPITAL	AND	CURRENT	ACCOUNT	PLANNING,	BUT	KEEP	
AUSTERITY	TO	THE	CURRENT	ACCOUNT.

RECONSTRUCTION	FUNDING	IS	THE	SILVER	LINING.
DON’T	WASTE	IT.



PUERTO RICO
DEMOGRAPHIC CONSIDERATIONS

Presentation by:
Eileen Poueymirou, P.P.L
Associate Member
Puerto Rico Planning Board

http://jp.pr.gov/


Little is more extraordinary than the decision to migrate … the accumulation of emotions and 

thoughts which finally leads a family to say farewell to a community where it has lived for centuries, 

to abandon old ties and familiar landmarks, and to sail across dark seas to a strange land … there 

were probably as many reasons for coming to America as there were people who came ... yet it can 

be said that three large forces – religious persecution, political oppression and economic hardship –

provided the chief motives for the mass migrations to our shores. They were responding, in their 

own way, to the pledge of the declaration of independence: the promise of “life, liberty and the 

pursuit of happiness.”

JOHN F. KENNEDY,  A NATION OF IMMIGRANTS (NEW YORK, HARPER AND ROW, 1964)

Planificación Integral y Evolución hacia un Puerto Rico Competitivo y de Equidad
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POPULATION IN PUERTO RICO - 1899 – 2010

• Between 1899 and 2000 the population in Puerto Rico increased by 2.9 million people. 

• In the past decade (2000 to 2010) population decline was registered in the amount of 82,821 persons. 

• Population decline in Puerto Rico has become aggravated in the past six years (6) , decreasing in the amount of 
267,427 people  between 2010 and 2016, per Census Estimations. 

Planificación Integral y Evolución hacia un Puerto Rico Competitivo y de Equidad
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The following is a review of notable findings on the variables 
related to each of the components of the population equation 
(births, deaths and migration).

• A decreasing tendency on the number of births.

• A progressive reduction on the base of age structure, by gender.

• A rise in the average age of the population.

• A progressive decrease in the number of persons in reproductive age.

• A lowering in the labor force.

• A progressive increment in the elder population.

• An increasing number of persons moving to the United States Mainland and to other
destinations.

Planificación Integral y Evolución hacia un Puerto Rico Competitivo y de Equidad
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POPULATION STRUCTURE, BY AGE GROUP AND GENDER
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The demographic 
challenge must be 

understood as one of 
achieving balances

scarcity vs surplus

The effect on 
demographics is for 

some variables 
aligned, yet for others  

it is inverse

• How much migration? 

• How many births? 

• What life expectancy? 

Policies adopted by nations pose 
contradictions and consequences.

Sometimes they are matter of 
individual decisions that cannot 
be easily controlled by 
government, while at other times 
it is a matter of collective 
scenarios that  individuals cannot 
control.

Pandemics, 

Global warming 

Food crisis

Social inequality

Struggle for resources

Ageing of the population

Life Quality

Competition for job markets

Open markets vs protectionism

Planificación Integral y Evolución hacia un Puerto Rico Competitivo y de Equidad
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• It must be taken into account  that Puerto Ricans are US 
citizens by birth and  therefore cannot be considered as 
immigrants. 

• It is difficult to understand discriminatory treatment and 
opprobrium faced by inmigrants from other nations, yet it 
is still more difficult to understand these types of 
motivation for emigration within the Nation and it’s 
territories, when it stands on equality and the promise for 
quality of life.

Planificación Integral y Evolución hacia un Puerto Rico Competitivo y de Equidad
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“It was not my plan to come to the mainland, it was never in my 

options,” says one who has relocated to Miami after Hurricane Maria.

By Sarah Ruiz-Grossman10/16/2017

…Life on the island has become a daily struggle, forcing thousands to 

consider whether a better future lies ahead outside of its borders.

….It’s hard to know the exact number of Puerto Ricans who have fled 

the island, or how many of those will eventually return, said Edwin 

Meléndez, economist and director of the Center for Puerto Rican Studies at 

Hunter College in New York.

Puerto Rican news outlet El Nuevo Día estimates tens of thousands of 

residents have left, and The New York Times reported Florida alone has 

braced for as many as 100,000 arrivals.”

Planificación Integral y Evolución hacia un Puerto Rico Competitivo y de Equidad

https://www.nytimes.com/2017/10/05/us/puerto-rico-exodus-maria-florida.html
http://jp.pr.gov/


A Multisector Committee was designated by Puerto Rico Law 
Number 199, of December  16, 2010, as ammended

The Committee includes (16 representatives from public and 
private entities) 

Their charge is to prepare a “Strategic Plan for the Integral and 
Comprehensive Development of the present and future 
Population in Puerto Rico

Planificación Integral y Evolución hacia un Puerto Rico Competitivo y de Equidad
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Environmental

Social Economic

Bearable

Sustainable

Equitable

Viable

The Committee working with the Demographic Challenge has aligned policy 
recommendations with the Principles for Sustainability adopted by the United Nations

Planificación Integral y Evolución hacia un Puerto Rico Competitivo y de Equidad
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PLAN FOR PUERTO RICO

• For a community to develop, prosper and be competitive in the present global 
environment, its people needs to be educated and healthy; has to feel secure 
in its environment, cover basic necessities of housing, hygiene and nutrition 
and shall have access to opportunities of progress in conditions of equality. 

• Also,  a fundamental aspect of public policy in the Plan for Puerto Rico 
considers primary attention to the most vulnerable sectors:

• Children

• Elders

• Persons with limited resources

• Women

• Persons with disabilities

Planificación Integral y Evolución hacia un Puerto Rico Competitivo y de Equidad
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Puerto Rico is clear about its
aspirations for equal
opportunity and life quality as 
american citizens? 

The desire to continue in a 
geography that offers
adequate living conditions
has been fundament to family
decisions related to births as 
well as the motivation for
moving to the mainland. 

Planificación Integral y Evolución hacia un Puerto Rico Competitivo y de Equidad

http://jp.pr.gov/


Scenarios for turning around migration in the late 1960’s had different 
opportunities:
• A new economy was emerging with manufacturing companies moving to Puerto 

Rico and providing for employment and technology transfer.
• Migratory policies for Cuban exile brought well prepared professionals looking 

for stability and horizons where to experience the American way of life in the 
context of their own language.

While Hurricane María has exacerbated Puerto Rico’s difficulties, it should be a 
temporary state.  

Medium and long term objectives must envision opportunity to accelerate the 
route already traced in the “Plan for Puerto Rico” , that of a more competitive and 
equitable society.

Planificación Integral y Evolución hacia un Puerto Rico Competitivo y de Equidad

http://jp.pr.gov/


Dr.	Mario	Marazzi-Santiago
Executive	Director
November	16,	2017



Population	of	Puerto	Rico
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Source:	U.S.	Census	Bureau,	August	2017.
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Annual	Rate	of	Growth
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Net	Migration	Assumption
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Net	Air	Passenger	Movement
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Date	of	Publication Domestic	Flights All Flights
December	14,	2017 September	2017 June 2017
Mid-January 2018 October	2017 July	2017
Mid-February 2018 November	2017 August	2017
Mid-March 2018 December	2017 September	2017
Mid-April	2018 January	2018 October	2017
Mid-May	2018 February	2018 November	2017
Mid-June	2018 March	2018 December	2017

Release	Schedule	– Air	Passenger	Traffic



State	and	Municipal	Workforce
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Estimates of Post-Hurricane Maria Exodus from 
Puerto Rico

A breakdown of the migratory flow by age cohorts indicates 
that support for the relocation of the victims of Hurricane 
Maria would require a broad range of local public services 
across the country, especially in the states with the largest 
concentrations of the Puerto Rican population.

In the decade prior to Hurricane Maria, net migration from 
Puerto Rico to the United States amounted to approximate-
ly half a million, which represented a loss of ten percent of 
the island’s population. The overwhelming reason alluded 
to by these migrants was the search for jobs or relocation 
for employment reasons. A large portion of those who left 
were unemployed or underemployed prior to migrating. 
The high number of unemployed on the island, more than 
double the national average, was induced by economic 
stagnation and the concomitant impact of the fiscal crisis 
on economic recovery.   

After more than a decade of economic stagnation, the 
impact of Hurricane Maria on Puerto Rico’s economy has 
been devastating and will push Puerto Rico further unto a 

downward economic spiral. Researchers from the Climate 
Impact Lab estimated the impact of Hurricane Maria using 
an econometric model of the costs of cyclones over the 
past 60 years and applied it to the pre-storm economic con-
ditions in Puerto Rico. They found that “Maria could lower 
Puerto Rican incomes by 21 percent over the next 15 years 
— a cumulative $180 billion in lost economic output.” They 
conclude that “Maria could be as economically costly as the 
1997 Asian financial crisis was to Indonesia and Thailand 
and more than twice as damaging as the 1994 Peso Crisis 
was to Mexico — but this time on American soil.”1 

Given this grim economic scenario, the prospects for total 
employment to drop significantly in the months following 
Hurricane Maria are expected, given the collapse of the 
electrical system and the prognosis that it will take months 
to restore electricity to urban areas were jobs are con-
centrated, and even close to a year to restore electricity 
to more remote areas. The damage to the transportation 
and communications infrastructure will also take months to 
restore, directly affecting commerce and the service sector.  

Hurricane Maria’s impact on Puerto Rico and its population is 
unprecedented. Though it is difficult to find comparable situ-
ations, we estimate that between 114,000 and 213,000 Puerto 
Rico residents will leave the island annually in the aftermath of 
Hurricane Maria. From 2017 to 2019, we estimate that Puerto 
Rico may lose up to 470,335 residents or 14% of the popula-
tion. In other words, Puerto Rico will lose the same popula-
tion in a span of a couple of years after Hurricane Maria as 
the island lost during a prior decade of economic stagnation.
Our projections indicate that Florida is the state most likely to 
be affected by the exodus — with an estimated annual flow of 
between 40,000 and 82,000 people. 

REsEaRcH BRIEF  Issued October 2017
By: Edwin Meléndez and Jennifer Hinojosa Centro RB2017-01
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We will need to wait for the release of data on employ-
ment and net movement of passengers in the months 
after Hurricane Maria to fully assess the exodus of Puerto 
Rico residents to stateside communities. Yet the impact of 
Hurricane Katrina on the population exodus and ensuing 
unemployment in New Orleans offer an example of what 
lies ahead for Puerto Rico. A year after Hurricane Katrina 
devastated New Orleans, the city’s population was just 
56% of pre-Katrina levels.2 In the 10 months (September 
2005 to June 2006) following Katrina, New Orleans lost 
over 90,000 jobs or one-third of employment lost during 
the period.3  

EsTIMaTEs      
To estimate the post-Maria exodus from Puerto Rico, 
we use the American Community Survey data for mov-
ers from the island to the United States. We assume a 
lower-bound estimate to be double the lowest number of 
migrants registered during the prior three years, and an 
upper-bound estimate of three times the highest number of 

migrants registered during the prior three years. Implicitly, 
we assume that there will be no significant return migration 
this year. In addition, we assume that the distribution of 
movers from Puerto Rico will be distributed based on the 
destination preferences of recent migrants, not on the total 
population of the Puerto Rican population by states.  

Table 1 depicts the estimates from the statistical simula-
tions. We estimate that 114,396 to 212,607 persons will 
migrate to the United States over the next year as a result 
of Hurricane Maria. The largest impact of this exodus is 
likely to affect Florida, where an estimated flow of 40,998 
to 82,707 people are expected. The post-Hurricane Maria 
migration upsurge will make Florida the state with the larg-
est Puerto Rican population, surpassing New York State 
for the first time in history. New York, having the largest 
concentration of Puerto Ricans prior to Hurricane Maria, 
is expected to receive just a fraction of migrants, about 
12,000.      

 Rank state
Puerto Rican 
Population   

2016

average 
Migrants        

2013-2016

Migration Estimates

Lower Bound Upper Bound
United States 5,450,472 64,933 114,396 212,607

1 Florida 1,067,747 24,221 40,998 82,707

2 Pennsylvania 444,263 6,333 6,542 27,051

3 Texas 196,460 5,500 5,276 27,153

4 New York 1,081,110 3,822 7,350 11,877

5 New Jersey 470,143 3,251 3,504 13,572

6 Massachusetts 319,042 3,109 3,868 13,773

7 Connecticut 298,245 2,614 3,676 11,334

8 Ohio 122,204 2,420 680 13,107

9 California 214,255 1,145 894 6,741

10 Illinois 209,638 1,015 1,918 3,285

Table 1. Post-Maria Exodus from Puerto Rico to the Top 10 States (one-year estimates)

Source: American Community Survey, various years.                                                                                                        
Note: Lower bound estimates are double the lowest number of migrants registered during the prior three years. Upper 
bound estimates are three times the highest number of migrants registered during the prior three years. Since the ACS 
estimates are based on random sampling of the population, the smaller the numbers reported in this table the larger the 
margin of error for the estimates.
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As depicted in Graphic 1, other states where the estimated 
flows can exceed 25,000 people are Pennsylvania and 
Texas. Of the remaining top 10 states with the highest con-
centrations of Puerto Ricans, states expected to receiver 
over 10,000 include New Jersey, Massachusetts, Connecti-
cut, and Ohio. 

DEPOPULaTION OF PUERTO RIcO                        
One of the most disturbing trends related to the prolonged 
economic crisis that began in 2006 has been the acceler-
ation of migration from Puerto Rico to the United States. 
Hurricane Maria has accelerated this propensity to a point 
where we can refer to the depopulation of Puerto Rico as 
one of the most significant hurdles for future economic 
recovery.       

Graphic 2 illustrates post-Maria Migration from Puerto Rico 
to the United States from 2006 to 2016 and then use those 
observations to estimate expected migration from 2017 
to 2019. From 2006 to 2016, the island lost 525,769 net 

migrants, equivalent to 14% of the total population of the is-
land since the economic crisis started. The aforementioned 
migration patterns have resulted in a significant shift of the 
Puerto Rican population from the island to stateside. As 
illustrated by Graphic 3, at the beginning of the economic 
crisis, there were about equal number of Puerto Ricans 
in Puerto Rico and the United States. With the crisis, the 
outflow of Puerto Ricans from the island, especially of 
young people in reproductive ages, resulted in a popula-
tion explosion of stateside Puerto Ricans. By 2016, there 
were 5.5 million stateside Puerto Ricans while the island’s 
population has dwindle to about 3.4 million residents.  
  

Graphic 1. Post-Maria Exodus from Puerto Rico by States (one-year upper bound estimates)

Source: American Community Survey, various years.                                                                                                        
 Note: Lower bound estimates are double the lowest number of migrants registered during the prior three years. Upper bound esti-
mates are three times the highest number of migrants registered during the prior three years. Since the ACS estimates are based on 
random sampling of the population, the smaller the numbers reported in this table the larger the margin of error for the estimates.
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Graphic 2. Post-Maria Migration from Puerto Rico to the United States 2006 to 2016 and 2017 to 2019 Estimates
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Post-Maria Exodus 
&

Return Migration

Source: American Community Survey, various years.                                                                                                           
 Note: Lower bound estimates are double the lowest number of migrants registered during the prior three years. Upper bound estimates are three times the 
highest number of migrants registered during the prior three years. Since the ACS estimates are based on random sampling of the population, the smaller 
the numbers reported in this table the larger the margin of error for the estimates.

Graphic 3. Post-Maria Puerto Rico and Puerto Ricans in the United States Population 2006 to 2016 and  
2017 to 2019 Estimates

Source: American Community Survey, various years.                                                                                                           
 Note: Lower bound estimates are double the lowest number of migrants registered during the prior three years. Upper bound estimates are three times the 
highest number of migrants registered during the prior three years. Since the ACS estimates are based on random sampling of the population, the smaller the 
numbers reported in this table the larger the margin of error for the estimates.
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DEMOGRaPHIc BREaKDOWN    
To ascertain the question of what are the potential impacts 
of the depopulation of Puerto Rico on stateside communi-
ties, we disaggregated the data by demographic groups. 
In addition to lower and upper bounds for expected Puerto 
Rican migrants by states, we estimated various age 
cohorts in order to provide some indicators of the impact of 
relocation of the victims of Hurricane Maria on local public 
services. Table 2 depicts the cross tabulations for the top 
five states for which there was sufficient observations for 
disaggregation of the data. For analytical purposes, we 
divided the population as follows: 

-School Age (5 to 17 years old)

-College Age (18 to 24 years old)
-Middle Age adults (25 to 64 years old)   
-Seniors (65+)

We estimate that 22,710 to 42,771 school-age children 
will migrate from Puerto Rico to the United States with 
their families. These children will be enrolled in public and 
private schools across the country requiring enrollment 
and transfer services, English as a second language or 
bilingual education, afterschool programs, and counseling. 
An additional number of babies and toddlers 4 years old or 
younger (estimated to be over 13,000) will most likely full-
time or part-time daycare and babysitting. These children 
will also need pediatric care, and many of their parents will 
need access to translation and culturally sensitive health 
care services.       

The estimate for college-age youth (18 to 24 years old) to 
leave the island in the aftermath of Hurricane Maria is from 
17,250 to 32,721. In the short term many of these students 
may see their college studies interrupted. However, there 
are Puerto Rico-based universities that operate in Florida 
and other states that may facilitate the transfer of credits 

Source: American Community Survey, various years.                                                                                                                        
Note: Lower bound estimates are double the lowest number of migrants registered during the prior three years. Upper bound estimates are three times the 
highest number of migrants registered during the prior three years. Since the ACS estimates are based on random sampling of the population, the smaller the 
numbers reported in this table the larger the margin of error for the estimates.

Graphic 4. Post-Maria Exodus from Puerto Rico:
Cumulative Estimates of 2017 to 2019
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Table 2. Overall Post-Maria Exodus from Puerto Rico by Demographic Breakdown (one-year estimates) 
Puerto Rican 
Population   

2016 

average 
Migrants           

2013-2016

Migration Estimates

Lower Bound Upper Bound
United States 5,450,472 64,933 114,396 212,607

Under 5 years 474,191 4,600 8,068 16,443
School Age (5 to 17 years) 1,220,906 13,050 22,710 42,771
College Age (18 to 24 years) 621,354 9,726 17,250 32,721
Middle Age adults (25 to 64 years) 2,676,182 32,527 50,458 104,091
Seniors (65 years and over) 457,840 5,030 8,572 16,464

Source: American Community Survey, various years.                                                                                                                        
Note: Lower bound estimates are double the lowest number of migrants registered during the prior three years. Upper bound estimates are three times the 
highest number of migrants registered during the prior three years. Since the ACS estimates are based on random sampling of the population, the smaller the 
numbers reported in this table the larger the margin of error for the estimates.

Table 3. Post-Maria Exodus from Puerto Rico to the Top 5 States by Demographic Breakdown 
(one-year estimates)

 Rank state
Puerto Rican 
Population   

2016

average 
Migrants           

2013-2016

Migration Estimates

Lower Bound Upper Bound
1 Florida 1,067,747 24,221 40,998 82,707

School Age (5 to 17 years) 227,430 4,955 9,666 15,408
College Age (18 to 24 years) 111,046 2,497 3,634 8,847
Middle Age adults (25 to 64 years) 547,754 13,029 20,280 47,175
Seniors (65 years and over) 108,910 1,802 3,026 6,321

2 Pennsylvania 444,263 6,333 6,542 27,051
School Age (5 to 17 years) 114,620 1,652 880 9,840
College Age (18 to 24 years) 54,200 1,069 1,466 4,473
Middle Age adults (25 to 64 years) 206,582 2,576 2,222 10,185
Seniors (65 years and over) 23,102 542 1,083 3,285

3 Texas 196,460 5,500 5,276 27,153
School Age (5 to 17 years) 44,204 1,227 866 5,988
College Age (18 to 24 years) 22,396 724 554 3,843
Middle Age adults (25 to 64 years) 100,980 3,175 2,806 15,255
Seniors (65 years and over) 11,591 107 213 561

4 New York 1,081,110 3,822 7,350 11,877
School Age (5 to 17 years) 215,141 756 1,102 3,087
College Age (18 to 24 years) 121,084 539 670 2,373
Middle Age adults (25 to 64 years) 534,068 1,558 2,548 5,142
Seniors (65 years and over) 126,490 810 676 3,216

5 New Jersey 470,143 3,251 3,504 13,572
School Age (5 to 17 years) 102,021 548 882 1,833
College Age (18 to 24 years) 48,895 325 650 2,502
Middle Age adults (25 to 64 years) 232,721 2,008 1,772 8,136
Seniors (65 years and over) 40,432 204 78 1,317

Source: American Community Survey, various years.                                                                                                                        
Note: Lower bound estimates are double the lowest number of migrants registered during the prior three years. Upper bound estimates are three times the 
highest number of migrants registered during the prior three years. Since the ACS estimates are based on random sampling of the population, the smaller the 
numbers reported in this table the larger the margin of error for the estimates.
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and assist with relocation. In addition, there are many 
universities in Florida, New York, and other states that are 
coordinating efforts to provide alternative programs, such 
as online courses or exchanges that will allow students to 
keep their affiliation to Puerto Rico universities while con-
tinuing their education with stateside institutions. More than 
anything, college students need information on the plethora 
of academic programs that may support their preferences 
for institutional affiliation and career preparation. 

The estimate for working-age adults (25 to 64 years old) 
migrating from the island is from 50,458 to 104,091. The 
main consideration for this group in terms of local support 
services will be access to employment and housing, and 
relocation assistance especially if they have families and 
children. Florida and New York have been exemplary in 
their outreach to the Puerto Rican community and policy 
and programmatic initiatives to assist Puerto Ricans both 
in the island as they relocate stateside. Even in Florida, 
the state with the largest share of potential migrants from 
Puerto Rico, the number of workers relocating from Puerto 
Rico is not large enough to affect the state job market in 
any significant way.      

The last demographic group, seniors (65+) migrating from 
the island, represents 8,572 to 16,464 persons, the small-
est fraction when compared to other demographic groups. 
Seniors are the demographic group that traditionally is 
less likely to become inter-state movers. However, many 
seniors require specialized medical care that might be lack-
ing on the island, and their families may encourage and 
facilitate their move to where they can receive appropriate 
treatment and care.     

Table 3 shows a demographic breakdown for the five 
states with the largest expected migratory flows from 
Puerto Rico in the aftermath of Maria. Florida with 39% of 
the expected largest share of migrants from Puerto Rico 
stands out. Florida may also account for a disproportion-
ate share among emigrants of school-age children (36%), 
college-age youth (27%), working-age adults (45%), and 
seniors (38%). 

NOTEs
1. https://www.nytimes.com/2017/09/29/opinion/puerto-rico-hurricane-maria.html?action=click&pgtype=Homepage&clickSource=story-heading&module=opinion-c-col-left-re-
gion&region=opinion-c-col-left-region&WT.nav=opinion-c-col-left-region&_r=0         
2. New Orleans Population 2017, World Population Review. Retrieved October 12, 2017 from: http://worldpopulationreview.com/us-cities/new-orleans-population/  
3. Michael L. Dolfman, Solidelle Fortier Wasser, and Bruce Bergman, “The effects of Hurricane Katrina on the New Orleans economy.” U.S. Bureau of Labor Statistics, Monthly 
Labor Review, June 2007.
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1) Advantage prepared this analysis using figures from Hunter 
College’s estimates which would not necessarily be the ones 
finally used by either FAFAA or the Puerto Rico Government.

2) Hunter College net migration estimate: 163,000 in the first 
year and approximately 119,000 in the second year.

3) Migrant Survey (Puerto Rico Statistics Institute) data was 
used to distribute population emigration by age groups.

4)Population change is equal to births minus deaths plus net 
migration.

2

Post-Maria Emigration Estimates



Resources from 

society to social 

services would 

likely decline

As population in the 18-to-64 
age groups decline, there 
will be a smaller labor force 
to generate resources for the 
rest of Puerto Rico

As population of over 65 
increases, there will be more 
claims on the resources 
potentially available for 
social services

3



Ratio of age-dependent groups (0-17 plus over 65) 

per 100 people in the labor-force age groups  

Hunter College
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The University of Puerto Rico

The Department of Education

The Department of the Family

The Department of the Treasury

Heath Insurance Administration (ASES by its Spanish 
acronym)

The Department of Education

Most sectors 

would need to 

address the 

demographic 

challenges
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UPR Dilemma

The UPR can respond to the 
demographic challenges by:

• Reducing the quality of the 
institution by bringing down the 
institution’s acceptance index

• Maintaining the quality of the 
institution by reducing the 
number of students while 
maintaining the level of the 
institution’s acceptance index
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1) Within a decade, the UPR first-year 
enrollment would decline by some 50%

2) Campuses are closed not because there is a 
fiscal crisis, but because there are no students

3) Need to reduce UPR’s employee headcount 
and the burden of the retirement system

4) Parallel contraction in the private sector

7

Maintaining quality, reducing enrollment



1) Within a decade, the acceptance rate for UPR first-year 
students would increase from the low 40% to over 80%

2) U.S. public universities acceptance rate hovers around 70%; 
however, the U.S. is a different system with an elite institution 
(e.g. University of Pennsylvania), a less competitive institution 
(e.g. Pennsylvania State) and a series of two-year colleges

3) Enormous contraction in the private sector as UPR’s market 
share increases significantly

8

Maintaining enrollment, reducing quality



The 1968 law that created the Department of the Family

defined the elderly population as those over 60 years old

9
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In the U.S., retirement pension income is taxed at 
ordinary rates as deferred salary, while Social 
Security income is taxed.

In Puerto Rico, there is a $15,000 tax exemption on 
retirement pension income and no taxes on Social 
Security income.

In the U.S., passive income such as GNMA interest 
income is taxed at ordinary rates, while in Puerto 
Rico, GNMA interest income is tax exempt.

Over 65 age 

group must 

contribute to 

society in line 

with their 

capacity. 
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Changes in public-education student enrollment
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(in thousands of students)

Source: Estimated by Advantage using statements of Secretary Keleher.



The number of ASES participants would decrease, relieving 

fiscal pressure on the government*

*This graph will be updated once the data for “Mi Salud” participants, distributed by 

age groups, is received. 12
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Estimates



To have a bright future, Puerto Rico needs to rise up to the demographic 
challenges.

This is critical for government instrumentalities and private sector 
organizations.
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Research Summary

Long-run economic growth declines after a hurricane strike

Effect lasts for at least 15 years

No evidence of recovery to former level even after 20 years

Effects observed across wealth levels, country size, and upon
sub-national economic sectors

Effects identified by examining impact of every hurricane, tropical
cyclone, and typhoon since 1950

Independently replicated by researchers from the International
Monetary Fund, Brown University, and University of Arizona



Data and Methodology

meters per second
0 2 4 6 8 10 12 14 16 18 20 22 24 26 28 30 32 34 36 38

Developed a physical model of historical storm exposure for every
point on the globe

Comprehensively built from over 6,000 storms, or over 13,000
individual storm-by-country events



Data and Methodology

1 Construct the historical exposure of all countries to hurricanes and
typhoons

2 Estimate the long-run effect on GDP per capita by comparing
country-specific outcomes over time

3 Analyze effects for economic sectors within countries and differences
globally
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Long-run Effects on Economic Growth
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Evidence of Economic Distortions
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Global Validity of Result
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GDPpc e�ect in high and low income countries
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Hurricane Maria Case Study
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Cresting the Wave: 
Puerto Rico’s Once-and-Future 
Population Decline

Lyman Stone



The Emptying Island
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The Emptying Island
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The Emptying Island

So where will Puerto Rico land?



The Emptying Island

So where will Puerto Rico land?

Long decline



The Emptying Island

So where will Puerto Rico land?

Long decline, or a bounce back?



Cresting the Wave
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Cresting the Wave: Hurricanes
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Cresting the Wave: Migration
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Cresting the Wave: Events
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Cresting the Wave: Comparison

0% 

20% 

40% 

60% 

80% 

100% 

120% 
19

10
19

16
19

22
19

28
19

34
19

40
19

46
19

52
19

58
19

64
19

70
19

76
19

82
19

88
19

94
20

00
20

06
20

12
20

18
20

24
20

30
20

36
20

42
20

48
20

54
20

60

Corsica: 1834-1984

Ireland
1750-1897

Puerto Rico
1910-2060



Cresting the Wave

• Population recovery from a massive decline is theoretically 
possible: 
• Ireland today has 6.2 million people, only down 25% from peak 

levels
• Corsica rebounded rapidly

• Ireland did it with a period of prolonged high fertility and 
independence Great Britain, Corsica did it with a huge 
burst of immigration from resettled French colonists and 
closer ties with France



Cresting the Wave

• Population recovery from a massive decline is theoretically 
possible: 
• Ireland today has 6.2 million people, only down 25% from peak 

levels
• Corsica rebounded rapidly

• Ireland did it with a period of prolonged high fertility and 
independence Great Britain, Corsica did it with a huge 
burst of immigration from resettled French colonists and 
closer ties with France

• Where would these people come from for Puerto Rico?
• It takes a structural change!



 
 

 
Date: November 16, 2017 
 
Event: Junta de Supervisión y Administración Financiera para Puerto Rico 
(Sesión de Dialogo) 
 

Prepared by: Marc Roumain, CPA, Esq.  

______________________________________________________________________ 

 

Testimony of The Windmar Group 

 

First of all The Windmar Group and I want to thank the Fiscal Board for the 

opportunity to take part in today’s dialogue.  We recognize that the Board and its 

members have taken on the colossal task of assisting Puerto Rico through hard 

financial times that have only become more difficult after being hit by the 

hurricanes. When people say Puerto Rico se Levanta we know it is you, the 

members of the board and the decisions you make, which will be the determining 

factor on how and how fast the island gets back on its feet. 

As pioneers in the renewable energy industry, and the principals of Windmar 

having done business in Puerto Rico since the 70’s throughout various 

industries, we understand our testimony can be of essential substance and 

assistance to the Board mainly in the area of PREPA and the islands energy 

future. 

Please receive our testimony as coming from a local company that has installed 

more renewables than any other entity on the island and currently owns and sells 

energy as an Electric Service Company, duly certified by the Energy Commission, 

and probably only second to PREPA in retail energy sales. Windmar has invested 

over $100MM in solar assets throughout the past 7 years. It employs over one 

hundred workers, It has spent millions of dollars in Research and Development.  

 

 

1. We recommend an open energy market.  This means PREPA’s Fiscal Plan 

must not perpetuate PREPA’s business model, either as a government owned 

entity or a privatized version of it.  No one energy provider should have a 

competitive advantage over another.  This is the only way new alternative 



 
energy solutions, that are being implemented worldwide would have a chance 

to take part in Puerto Rico’s economic growth. 

PREPA’s Fiscal Plan should not be the blueprint for Puerto Rico’s electric 

energy transformation.  FOMB stated that the Fiscal Plan will be the court 

sanctioned plan to take PREPA out of Title III and allow PREPA access to the 

financial markets. Yet, PREPA’s successful exit from Title III and access to the 

financial markets, directly through loans, or indirectly by being sold, could 

impair Puerto Rico’s economic growth and accelerate out migration. Let me 

explain. Investors in the PREPA grid will need a fair return on their investment; 

and in order to guarantee that return regulators may restrict competition. 

Distributed generation and microgrids might in the short term impact PREPA’s 

revenue, but by lowering the cost of electricity to consumers, particularly 

industrial and commercial users accelerate the economic recovery of Puerto 

Rico and thus increase the overall demand for electricity.   PREPA would 

benefit from a share of this increased demand. 

PREPA’s Fiscal Plan should consider the stark reality that current new-

technologies can transform the electric grid of Puerto Rico into a more 

resilient, efficient and economic system of generation and distribution of 

electricity.  PREPA’s business model is a risky investment, as are investments 

in alternate energy systems and new technologies.  The Fiscal Plan and the 

CEPR should encourage innovation and best practices and must not through 

rules, regulations, tariffs and procedures perpetuate PREPA’s monopoly as a 

public or even as a private utility. Delaying further the deployment of 

renewables and battery storage solutions impedes Puerto Rico’s recovery and 

growth. 

To summarize the complexity of the current situation just take a look at he 

concerns and positions of the different stakeholders: 

• PREPA requested “market pricing that understands cost of delivery”.  

• The CEPR has for its mantra economic efficiency.  

• FOMB wants reliable, resilient and affordable energy to spur economic 

growth and stop out migration.   

• The USACE, PREPA, FEMA all talk about the cost and difficulty of the 

“last mile” of the distribution system.   

• Consumers want choice 

• The Renewable Energy sector wants a fair an open energy market 

The only way that PREPA’s Fiscal Plan can truly be transformational, create a 

basis for economic development and address the changing population trends 



 
is by allowing competition.  PREPA’s Fiscal Plan should facilitate an open 

energy market where consumers have choices and true competition drives 

down the price of electricity.  A market where consumers can choose energy 

providers, including self-generation; an open market where all energy sources 

compete on a level playing field. 

 

2. Eliminate overregulation of the energy sector and insist on performance of 

Federal and Commonwealth environmental laws.. Tittle III and  PREPA’s 

Fiscal Plan should not allow PREPA  continue non-compliance with the 

Renewable Portfolio Standard, the requirement to enact regulationsfor 

“wheeling” of renewable energy and should not be used to put in place 

more rules and regulations to stop the development of renewable energy 

on the Island.   

Regulations should encourage and not impeded the development micro-

grids because they would facilitate and accelerate the reconstruction of the 

electric grid.  Moreover, micro-grids provide a more resilient and cost 

effective system of generation and distribution of electricity.  They are 

particularly attractive in Puerto Rico where the topography and climatic 

conditions (i.e., hurricanes) make long distance above-ground 

transmission lines costly and feeble.  

 

Executive Director Ramos has called PREPA the “Crown Jewel of the 

Puerto Rican Government".  Unfortunately, as events in the recent years 

have shown, it has not lived up to that image, but it can.  The best way for 

the FOMB to insure that PREPA becomes a crown jewel and not a political 

football is to subject it to the discipline of an open and competitive 

marketplace.  

 

Thank you for the opportunity to share our views with you. 
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Pre-Hurricane	Health	Plan	Observations

• Puerto	Rican	Health	Care	Infrastructure	is	Frail	and	
without	Capacity

• Social	Determinants	are	an	important	component	of	
adequate	medical	care

• Financial	cuts	can	be	made	but	at	a	significant	cost	to-
– Infrastructure	and	Network
– Chronic	Disease	Management
– Wellness	and	Prevention	Programs



Membership	Trends

Membership	Disenrollment	Experience	
evidences	what	has	been	publicly	discussed:
- Significant	relocation	to	United	States	
- Increase	in	mortality	levels
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Hospital	Admissions

Hospital	Admissions	for	both	MA	and	Medicaid	have	grown	by	25%	and	35%,	respectively
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Prolonged	Stays	in	Puerto	Rico

5

Pre	Maria	Level

Inpatient	Review	with	Discharge	Planning

Pre	Maria	Level	NE
Pre	Maria	Level	SE

Prolonged	days	- social,	not	medical



Inpatient	Bed	Days

Bed	Days	have	increased	
at	a	higher	rate	than	
admissions	due	to	
prolonged	stays.
- MA	=	29%	
- GHP	=39%

If	sustained,	this	increase	represents	an	
impact	of	approximately	5%	in	
annualized	total	cost	trends.	

Estimate	Extrapolated	to	Total	
Population:	
MA	~	$130	MM
GHP	~	$80	MM
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Pharmacy	Spend		vs	%	of	Patients	
Utilizing	the	Benefit	per	Week
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Effect	of	Pharmacy	Waivers	on	
Prescription	Refills
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Hurricane’s	Impact	on	Healthcare
• Health	Plan	Membership
– Disenrollment	will	Continue	for	the	foreseeable	future-
• Attrition	to	the	Mainland	due	to	social	determinants
• Increased	mortality	secondary	to	access	to	adequate	care	
specifically	in	rural	areas

–Membership	is	being	tracked
• Beneficiaries	are	classified:

– Staying	
– Leaving
– Leaving	but	returning

• Medicaid	beneficiaries	are	immediately	disenrolled
• Medicare	Advantage	beneficiaries	are	disenrolled upon	
notification	of	permanently	leaving	or	after	6	months	if	
temporarily	out	of	service	area.	



Hurricane’s	Impact	on	Healthcare
• Health	Care	Costs

– Costs	will	rise	exponentially	due	to-
• Beneficiaries	staying	but	accessing	medical	services	without	any		
coordination	of	care

• Beneficiaries	leaving	but	not	disenrolling;	resulting	in	high	out	of	
area	costs

• Beneficiaries	lost	in	the	health	care	system	and	needing	services	
based	on	psycho-social	issues

• Government	imposed		open	access	and	unlimited	services
– Health	care	system	is	fragile	and	continues	to	be	unstable	across	the	

Island.
• Cities	provide	most	medical	services	including	specialty	care,	but	
are		limited	by	power	and	other	resources

• Rural	areas	provide	basic	medical	services	but	are	not	reliable
– Provider	Network

• Continued	attrition	of	providers,	specifically	specialists
• Lack	of	specialists	will	further	increase	medical	costs	and	will	
impact	quality	of	services
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STATEMENT TO THE FINANCIAL OVERSIGHT AND MANAGEMENT BOARD FOR PUERTO RICO 

1ST LISTENING SESSION - RE: PUERTO RICO REVISED FISCAL PLAN 

BY FRANCISCO DÍAZ MASSÓ, PRESIDENT OF THE PUERTO RICO CHAPTER OF  

THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA 

 

Good afternoon. On behalf of the Board of Directors and the 

members of the Puerto Rico Chapter of the Associated General 

Contractors of America (AGC-PR), I want to thank the Financial 

Oversight and Management Board for Puerto Rico (the Board) 

and its Chairman, Mr. José Carrión, III for the invitation to 

address the matters of infrastructure and construction in Puerto 

Rico. 
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The members of AGC-PR can proudly say that they have built 

80% of Puerto Rico’s infrastructure for more than 50 years, 

including this iconic building. We were the first to respond after 

the passing of Hurricane María. 

On September 20th, 2017 life as we knew it in Puerto Rico 

changed. The passing of Hurricane María, as a major category 

4/5 storm, violently and crudely exposed Puerto Rico’s poverty, 

the extreme fragility of our infrastructure and the Government’s 

severe limitations to restore essential services to guarantee 

public health and safety. 

Almost two months after the storm, our infrastructure is still 

fragile. Most of the Island is still without electrical power and 

service is unreliable. The Puerto Rico Aqueduct and Sewer 

Authority (PRASA) has restored service to over 90% of 
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subscribers. The telecommunications sector is operating at 

around 74% of its capacity and cell sites at 61%. Damages to 

houses have been estimated by Estudios Técnicos at more than 

$16 billion and productivity losses at $1 billion. 

The post Maria scenario has triggered a sharp increase in 

emigration from Puerto Rico. Recent projections from Hunter’s 

College Center for Puerto Rican Studies show that Puerto Rico 

could lose 14% of its population between 2014 and 2019. The 

emigration of more than 470,000 people means that 

population would fall below the 3 million mark for the first time 

since 1970. 

The only way Puerto Rico can stop this bleeding in population 

and investors is by addressing infrastructure with a clear-cut 

plan based on: 
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-  Priorities to guarantee reliable essential services to 

constituents and increase social and economic well-being. 

- Real fiscal and economic conditions to ensure 

sustainability. 

- Impact on economic activity and job creation. 

Before Hurricane Maria, AGC-PR had collaborated with the 

Board to identify priority projects that were needed to revitalize 

the infrastructure in the areas of power, aqueducts and sewers 

and roads. Our organization developed a short list of 20 priority 

projects,  based on need, financial viability and economic impact. 

This list is included in the information package that will be 

handed to the Board. We still stand behind those projects; 

however, priority needs have grown exponentially.  
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Now, we believe that mitigation and revitalization works must 

go hand in hand. While mitigation works continue for the 

months to come, the public and the private sector in Puerto Rico 

must also address construction of new infrastructure according 

to hurricane safety standards, modern technology in design and 

construction, and current and future needs. 

All of this requires money and the goodwill of the Puerto Rico 

Government and its instrumentalities. This week Governor 

Ricardo Rosselló requested Congress to approve $94 billion to 

address Hurricane Maria’s devastation. The cost of rebuilding 

housing alone is estimated at $31 billion; while the price tag of 

repairing, NOT MODERNIZING, electrical infrastructure could 

reach $18 billion. 
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The construction of a new and modern Puerto Rico represents 

a huge opportunity for the Island and the construction industry, 

but also poses existing and new challenges that must be 

addressed immediately, including the need for: 

- Public and private capital resources to address the 

revitalization of the infrastructure that will require trust 

and certainty in contractual obligations. 

- Capable human resources and professionals. 

- Adequate mechanisms to promote the use of local 

companies, products and labor in the construction 

industry. 

- Adoption of the Federal Acquisition Regulations in local 

contracting to guarantee general contracting conditions. 

- An orderly and well-planned construction strategy based 

on current priorities and fiscal and financial realities. 
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- Payment guarantees to reestablish trust by using specific 

allocation accounts for infrastructure projects and prompt 

payment guidelines. 

- Efficient implementation of construction code guidelines 

to prevent informal construction and ensure safe 

structures. 

- Addressing updates in PRASA, PREPA and HTA as health 

and safety matters. 

-  Speed-up the dispatch of construction materials in the 

port. 

 

Our initial assessment of the situation indicates that priority 

attention must be centered on:  
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- The restoration of reliable electrical and potable water 

services in all of Puerto Rico to reactivate the economy 

and promote healthy and safe environments in the 

communities. 

- Construction of safe housing projects according to 

construction codes. 

- Repair of roads and bridges to guarantee safe connectivity 

throughout the Island. 

- Restoration of telecommunication services. 

- Flood control projects. 

Meanwhile, AGC-PR will continue to support and encourage all 

efforts by the Board and the Puerto Rico Government, agencies 

and instrumentalities to procure more federal and private 

funds to invest in the restoration and modernization of Puerto 

Rico’s infrastructure. In this sense we recommend the Board to: 
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- Ensure the speedy approval of the State Improvement 

Program Plan for 2017-2021, which represents $138 

million a year for capital works in the Highway and 

Transportation Authority; and the availability of $360 

million in unused funds from previous years and $700 

million in toll credits to pay for the local portion of the 

projects. 

- Support and fortify the Puerto Rico Aqueduct and Sewer 

Authority (PRASA) to enable it to access the capital 

markets to renew and restart its Capital Improvement 

Plan to guarantee safe potable water for the people of 

Puerto Rico. 

- Assist Federal and Puerto Rico agencies, including HUD 

and the Department of Housing, identify priority areas 

that can be addressed and financed through emergency 
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and/or mitigation programs that were not available 

before September 20th. 

- Focus on the diversification of power to increase the use 

of renewable sources, such as battery, solar and wind 

energy. 

 

AGC-PR will also continue to support all efforts to help restore 

Puerto Rico’s goodwill and credibility as an investment, 

business and tourist destination. To complement any ongoing 

effort in this specific area AGC-PR today formally announces its 

intention to propose to the US Congress the designation of 

Puerto Rico as a pilot destination for federally funded Public 

Private Partnerships, or P3s, under the White House initiative 

to modernize infrastructure in the United States.  
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Why Puerto Rico? The answer is simple: 

- Puerto Rico has one of the most advanced, broad, and 

innovation oriented pieces of P3 legislation in the US. 

- Puerto Rico has an agency devoted exclusively to P3 

projects and the support of the central government. 

- Puerto Rico is in urgent need of investment activity to 

modernize infrastructure, reactivate the economy and 

create jobs to attract lost and new population. 

Once again thank you for the opportunity.  AGC-PR is ready to 

build a new and better Puerto Rico. 
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OPEN SUPERMARKETS – POST HURACAN MARÍA

FECHA DETALLISTAS MAYORISTAS TOTAL

Lunes, 13 de noviembre 436 40 475

Lunes, 6 de noviembre 381 40 421

Lunes, 30 de octubre 381 40 421

Lunes, 23 de octubre 381 40 421

Lunes, 16 de octubre 370* 35 405

Viernes, 13 de octubre 373* 36 409

Jueves, 12 de octubre 363* 36 399

Miércoles, 11 de octubre 361* 35 396

Martes, 10 de octubre 358 35 393

Lunes, 9 de octubre 359 35 394

Viernes, 6 de octubre 320 33 353

Jueves, 5 de octubre 300 33 333

Miércoles, 4 de octubre 298 33 / 30 361

Martes, 3 de octubre 292 26 318

Lunes, 2 de octubre 267 26 293

Sábado, 30 de sept. 257 38 295

Viernes, 29, de sept 265 37 302

Jueves, 28 de sept. 194 NO DATA 194

Miércoles, 27 de sept. 202 N0 DATA 202



For more information: 
Lcdo. Manuel Reyes Alfonso

Office Phone: (787) 792-7575
Email: mreyes@midapr.com

90 Carr. 165 Suite #501
Guaynabo, P.R. 00965- 5067
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San Juan, PR 00918-1400 – Tel 787 754-1950-Fax 787 753-0212 
www.colegiocpa.com 

 
 
 
 
BY ELECTRONIC MAIL 
 
 
November 16, 2017 
 
José B. Carrión III 
Chair  
Financial Oversight and Management 
Board for Puerto Rico 
comentarios@juntasupervision.pr.gov 

Re: H.R. Bill Number 1 – “Tax Cuts and Jobs Act” 

Dear Mr. Carrión: 
 
The Puerto Rico State Society of Certified Public Accountants (hereinafter, the PR CPA Society) 
respectfully wishes to bring to the attention of the Financial Oversight and Management Board for 
Puerto Rico (“FOMB”), through its Chair José B. Carrión III, the significant risks and uncertainties 
faced by the Puerto Rican Economy in the aftermath of Hurricane Maria and also from the tax 
reform proposals currently under consideration by the U.S. House of Representatives and 
similarly damaging provisions under discussion in the U.S. Senate. 
 
Introduction 
 
The severe damage caused by Hurricane Maria, which made landfall in Puerto Rico on 
September 20, 2017 only two weeks after the passage of Hurricane Irma, has been widely 
documented across numerous publications including local and national newspapers and within 
numerous Puerto Rico and Federal Government official reports as a catastrophic event with no 
historical precedent. The Government of Puerto Rico has publicly stated that hurricanes Irma and 
Maria devastated the public and private infrastructure of Puerto Rico, causing multimillion-dollar 
losses estimated to be about $94 billion. Numerous federal and local government agencies, non-
governmental organizations and the business sector, including Certified Public Accountants, 
continue working tirelessly to recover from the damages caused by from Hurricanes Maria and 
Irma to our Island’s infrastructure and productive capacity, as well as to many families, particularly 
in less advantaged areas. 
 
We recognize the need to revise the fiscal plan approved by the FOMB earlier this year in light of 
the impact of the hurricane on government revenue and the expenditures required for the recovery 
and reconstruction efforts. Nevertheless, we believe it is very difficult to predict the short, medium 
and long-term effects of the damage caused by the hurricanes to our already weak economy at a 
moment when we are still suffering from lack of or unreliable electricity and telecommunication 
services and other complications including, for example, a supply chain that is not yet working 
normally. We caution, for example, that estimates developed from prior experience with 
Hurricanes Georges and Hugo may be flawed because the magnitude of the damages now are 
much more significant, and the economy back then was on more solid footing prior to those 
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storms. Until the electricity telecommunications and other situations normalize, it will be difficult 
to determine how many businesses will re-open or how many of the people that have left the 
island will return. 
 
We, thus, caution that quick estimates of potential economic or demographic impact will have a 
large margin of error on the face of so many uncertainties. Having said this, the CPA Foundation 
has commissioned a study to analyze the impact of the storms on the economy and to develop 
recommendations for the economic recovery and sustainable development of the island. 
Thoughtful, thorough and careful analysis is required at this time. 
  
Adding to the significant challenges and uncertainties faced by the Island is the potential impact 
of the federal tax reforms proposals currently under consideration in the U.S. Congress. The 
proposals directly impact subsidiaries U.S. companies operating in Puerto Rico as controlled 
foreign corporations (CFCs) which account for over 25% of general fund revenues for the Puerto 
Rico Government contemplated in the fiscal plan. The proposals significantly alter the economic 
incentive strategies of the Puerto Rico Government.  
  
U.S. Tax Reform Provisions Unveiled 
 
Last week the Ways and Means Committee of United States House of Representatives approved 
H.R. 1 in hopes of enacting the long-promoted US tax Reform. The proposed Bill includes several 
revenue raising provisions that can have an enormous impact on manufacturing entities currently 
located in Puerto Rico. Among the most detrimental provisions included in H.R. 1 are Sections 
4301 and 4303. 
 
Section 4301 
 
Proposed Section 4301 provides: 

• U.S. shareholders of foreign subsidiaries would be subject to federal income tax on 50% of 
“foreign high return amounts.” Foreign high return amounts mean the excess of foreign 
subsidiaries’ aggregate net income over a routine return on the foreign subsidiaries’ aggregate 
adjusted bases in fixed assets, excluding intangibles. 

• A limitation on the interest expense that can be deducted by U.S. corporations that are 
members of an international financial reporting group.   

 
Section 4303 
 
Proposed Section 4303 further seeks to enact: 

• An excise tax of 20% on certain payments made by U.S. corporations to related foreign 
corporations. Under this proposal, payments (other than interest) that are deductible, 
includible in costs of goods sold, or includible in the basis of a depreciable or amortizable 
asset are subject to the 20% excise tax, unless the related foreign corporation elects to treat 
the payments as income effectively connected with the conduct of a U.S. trade or business. 

 
The Tax Cuts and Jobs Act is expected to be brought to a vote by the House of Representatives 
this week. Last Thursday, Senator Orrin Hatch (R-UT), Chairman of the Senate Finance 
Committee, had the staff of the Joint Committee on Taxation (JCT) release its “Description of the 
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Chairman’s Mark” of the Tax Cuts and Jobs Act (JCX-51-17), a proposal to be marked up by the 
Senate Finance Committee this week. 
 
The JCTs description of the Senate proposal includes the provision similar sections 4301 and 
4303 or provisions with similar consequences. Specifically, 

• U.S. shareholders of CFCs will be subject to current U.S. taxation on “global intangible low-
taxed income” (GILTI) with a deduction for foreign-derived intangible income and to basis 
adjustment rules for transfers of intangible property from CFCs to U.S. shareholders. 

• Deductible net interest expense of a U.S. corporation that is a member of a “worldwide 
affiliated group” is reduced based on the U.S. corporation’s net interest expense and the 
group’s “debt-to-equity differential percentage.” 

• Denial of deduction for certain related-party amounts paid or accrued in hybrid transactions 
or with hybrid entities. 

• Dividends received by an individual shareholder of a surrogate foreign corporation not eligible 
for reduced rate on dividends.  

• Tax imposed on “base erosion payments”, including royalties, interest and management fees, 
paid or accrued by a taxpayer to a foreign related person.  

 
When analyzed in context, the proposed reform heavily favors domestic U.S. manufacturing. 
Puerto Rico is a possession of the United States of America; however, in this reform the U.S. 
possessions are ignored.  As a result, if Puerto Rico remains included within the purview of 
Sections 4301 and 4303, it will place Puerto Rico and subsidiaries of U.S. firms operating in 
Puerto Rico in a very negative competitive position. If Puerto Rico is not excluded from the 
application of Sections 4301 and 4303 as proposed, the island’s tax base will be seriously 
reduced, and manufacturing employment and related indirect jobs will dramatically decrease 
exacerbating the outward migration of Puerto Rico residents to the mainland.   
 
Authority of the FOMB 
 
It is very important to note that, Section 204(a) of PROMESA establishes that any piece of 
legislation to be enacted by the Puerto Rico Government must be accompanied by a formal 
estimate prepared by an appropriate entity of the Government with expertise in budgets and 
financial management (presumably the Office of Management and Budget) of the law’s impact on 
the expenditures and revenues of the Government.  
 
Hence, even though we are before an Act promoted by the U.S. Congress, the effects of H.R. 1 
will have an unsurmountable effect on the Fiscal Plan previously submitted by the Government of 
Puerto Rico and approved by the FOMB. It is very relevant to note that the Puerto Rico 
manufacturing sector generates 21% of the Puerto Rico Government’s total income through the 
4% tax applicable on the value of certain purchases made between related entities (i.e. Act 154-
2010) and nearly a third when of general fund revenues when other taxes are considered 
 
Therefore, to preserve Puerto Rico’s tax base and promote the creation of jobs and economic 
development, it is necessary that federal tax reform consider the following: 
 
Specific Recommendations: 
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We respectfully propose that the FOMB joins the Private Sector and the Government of Puerto 
Rico in the efforts to achieve the following actions:  
 
1. A specific carve-out for Puerto Rico from section 4303: 

 
Products manufactured in Puerto Rico, which are subsequently sold and imported into the 
United States by US affiliates of CFCs operating in Puerto Rico, should not be subject to the 
20% excise tax imposed by this section. These products manufactured by American citizens 
or residents and are considered domestic products for US Customs purposes.  

 
2. A specific carve-out for Puerto Rico from section 4301: 

 
The repatriation tax for profits invested in Puerto Rico should not apply to domestic companies 
that employ American citizens in Puerto Rico.  
 
We support the proposal to obtain an exclusion from this provision to the extent that these 
companies have a commitment to remain operating in Puerto Rico for a minimum of 8 years 
and maintain more than 50% of their assets, tangible and intangible, in Puerto Rico. 

 
3. Finally, Puerto Rico should be carved out of tax provisions that specifically target tax base 

erosion in the U.S. including the minimum annual contribution. Puerto Rico is a U.S. territory 
and our businesses are subject to most of the U.S. statutory and regulatory provisions that 
affect our competitiveness when viewed against other foreign countries. 

 
In addition to these recommendations aimed at protecting Puerto Rico and affording a competitive 
advantage over foreign jurisdictions, the FOMB should continue its efforts to implement the 
recommendations of the PROMESA Task Force and the provisions of Title V of PROMESA 
directed at spurring economic development and improving our infrastructure. 
 
We appreciate the opportunity to be able to express our concerns and we are available to provide 
additional information you deem necessary. 
 
Thank you and best regards. 
 
Sincerely, 
 
 

 
 

CPA Ramón Ponte Tápanes 
President 
 
CC 
 
  


