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Estimated Tax Payment Required for
Personal Property Tax and Amnesty
from the State Department

By Carlos R. Gonzalez-Martinez

On November 26, 2013, the Governor signed Act No. 136-2013 (“Act 136”). Act 136

brings two main changes to the Municipal Property Tax Act of 1991, as amended, it: |)
establishes a requirement to pay the personal property tax in estimated tax installments
and 2) provides for a uniform automatic extension request to all taxpayers.

Also, the Department of State recently released two Administrative Orders (“AO”) , AO
2014-02, which includes an Amnesty for the filing of missing annual reports without the
imposition of penalties, and AO 2014-03, which notifies that a survey with economic data
will be required with the filing of the 2013 and future reports.

In this issue, we will discuss the amendments introduced by Act |36, and also the
communications from the Department of State.
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Zaragoza & Alvarado LLP is a
Limited Liability Partnership
organized under the laws of Puerto
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ACT 136

Estimated Personal Property Tax

Act |36 establishes a new requirement to
pay the personal property tax in four equal
installments, which are due on August 15,
November 15, February 15 and May 15. It
maintained the 5% discount when the total
payment of the personal property tax due
is made on May |5, but only for the 2013
tax return, which is due on May 15, 2014.
However, beginning with the 2014
personal property tax return, which is due
on May 15, 2015, in order to obtain the 5%
discount, at least 100% of the tax paid for
the prior year tax return must also be paid
by August 15. For example, if a taxpayer
has a tax liability of $15,000 for the
personal property tax of 2013 on May |5,
2014, it must also pay another $15,000 by
August |5, 2014 in order to be allowed the
5% discount when filing the 2014 tax
return on May 15, 2015.

Please note that there is no discount if the
taxpayer chooses to pay in installments,
rather than paying 100% of the prior year’s
tax on August |15. For many taxpayers
with cash flow issues, this rule, in essence,
has made them lose the 5% discount for
2014 and beyond.

Beginning with taxable year 2014, the
number of estimated personal property tax
installments to be made will depend on the
period that the taxpayer possesses taxable
personal property for the first time. The
following table illustrates the timing and
number of installments required by Act
136.

Period for Which Taxpayer has

Taxable Property for the First Time

time during the month of January or March
of a particular year, Act 136 would require
a payment of estimated tax on February |5
or May |5, respectively, when in fact, there
would be no tax liability for that year,
because the property was not possessed
on January I*.

Act 136 imposes a 5% penalty for the
underpayment of a personal property
estimated tax. The penalty shall be added
to the amount of the installment not paid.
For purposes of establishing the amount of
the estimated tax and installments due, Act
| 36 states that the estimated personal
property tax for a particular year shall be
the lesser of: 1) 90% of the current year’s
tax or 2) 100% of the prior year’s tax.
Notwithstanding, Act 136 provides that no
penalty for underpayment of estimated tax
shall be paid with regard to the
installments of August 15 and November
15, 2014.

Extension Request

Prior to the approval of Act 136, the
automatic extension for filing the personal
property tax return was allowed for 30
days to certain taxpayers and for 90 days
to other taxpayers. Act |36 simplifies this
process by establishing an automatic
extension request period of 3 months for
all taxpayers. The change from 90 days to
the 3-month period allows a few more
days for filing an extended return than the
previous extension of 90 days.

AO 2014-02 Annual Reports
Amnesty

The Secretary of State signed this order on
February 13, 2014, which allows domestic
and foreign corporations to file any missing

First Installment Number of
Due Date Installments

August 15 4

Between August and October

November |15

Between November and January February 15

Between February and May |5

The Municipal Property Tax Act of 1991,
as amended, provides that the assessment
date for property tax purposes is January
I** of every year. Therefore, it is not clear
why Act |36 suggests that a taxpayer might
be subject to the payment of estimated
personal property tax for a given year, if
the property was not possessed as of
January I*". The last two lines of the table
presented above suggest that if a taxpayer
possesses taxable property for the first

annual corporate reports without the
imposition of the late filing penalties. The
Department of State, based on an analysis
of the corporations database, has sent
numerous noncompliance notifications to
many corporations so that they know that
they are not in compliance and to make
them aware of the intention of the State
Department to cancel their corporate

May 15
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complete missing annual reports Department of State is also compiling data storres@zatax.com

electronically, together with the annual that includes the number of volunteers

filing fee, during the period from February working for the entity and the number of Edgardo Sanabria-Valentin,

14 thru April 15, 2014. The imposition of volunteer hours worked for the year. CPA

late filing penalties will commence again for The AO 2014-03 establishes that the Partner

any annual report filed after April 15, 2014. purpose of the compilation of the 787-999-3015
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law requires corporations to be in with that of other governmental agencies. Partner

compliance for the last five years in order 787-620-7739
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corporations that correctly file the annual

reports for the last five years will maintain Ironically, the statement of motives of Act César De Jesis-Umpierre,
its corporate certificates, and it does not 136 states that the intention of the act is CPA

matter if the corporation has missing to help taxpayers to manage cash flows and Partner

annual reports for years prior to the last to guarantee the payment of the personal 787-620-7734
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AO 2014-03 Survey of Economic This publication supports Zaragoza & Alvarado’s marketing of professional services.
Data It is intended for information purposes only and should not be regarded as written

advice or recommendation to undertake any position, tax related or otherwise.
Effective for the annual corporate reports Readers should not consider the information contained in this publication to be
of 2013 to be filed during 2014, the complete, nor act solely on the basis of the material contain herein. Moreover, due
Department of State is requiring that to changing laws and associated authoritative literature, that information may not
certain economic data be submitted by continue to apply to a reader's situation. Therefore, we encourage the readers to
each corporation and Limited Liability contact us or another qualified professional advisor to thoroughly evaluate their
Company. Under the name of “Encuesta specific facts and circumstances; to determine if any information contained in this
de Datos Economicos” the following publication remains valid and; to discuss the potential application of such
information is requested: information to their particular situations.

e employer identification number;
e sales volume; As provided in Department of Treasury Circular 230, this publication is not
intended or written by Zaragoza & Alvarado LLP, to be used, and cannot be used,
by a reader or any other person or entity for purposes of avoiding tax penalties that
may be imposed on any taxpayer under the Internal Revenue Code.
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taxpayers will face the payment of any
remaining balance of their increased
income tax, due to the increased tax rates
and the Additional Tax on Gross Income
(“Patente Nacional”) and, in addition, Act
136 requires an acceleration of the
payment of the personal property tax for
the next year in order be able to obtain
the 5% discount, or because of the
required estimated tax payments. The
approval of Act |36 will definitely hit the
cash flows of many taxpayers during 2014,
and many will lose the 5% discount that
was previously allowed when submitting
the extension request or the tax return by
May 15. For other taxpayers, the
prepayment of the personal property tax in
installments, even before the tax
assessment date, represents the risk of
leaving that cash in the hands of the
Municipal Revenue Collection Center for a
long time, in case they decide to close
down the operation before January |*.
These new rules will require a revisit of
the personal property tax computation at
different times of the year to better
estimate the liability and the amounts to be
paid in installments.

On the other hand, the Amnesty approved Zaragoza & Alvarado LLP
DT e G S 2 L Tax & Business Advisory Services
excellent opportunity to put the

corporation in good standing, and at the )

same time, save some money in penalties. 104 Acuarela Marginal Street
If your corporation has some missing Martinez Nadal Expressway
reports, this is the time to be in Guaynabo PR 00969
compliance. We can help you out with

this task, please contact one of our PO Box 195598

consultants. San Juan PR 00919-5598
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F. 787.999.4646
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