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Tax Insights: Can Puerto Rico afford the
effects of the recent Treasury Department’s

interventions?

During the past months the Puerto Rico
Treasury Department (“PRTD”) has been very
aggressive with merchants who have failed to
remit the sales and use tax (“SUT”) collected
from customers, as well as other withholding
taxes. Some of these interventions performed
by the PRTD have resulted in the assessment
of millionaire debts and the foreclosure of
properties, causing several of these merchants
to close operations or file for bankruptcy.

It is clear that not remitting the SUT to the
PRTD is unlawful and must be penalized. The
owners of these businesses are fully
responsible for establishing the adequate
procedures to comply with the requirements
of the law.

The question many people are asking tough is:
Why now? Why does the PRTD wait for
merchants to accumulate large amounts of
debts to take action and collect those debts?

Since August 2014, the PRTD implemented
the electronic system called PICO used by
merchants to file the Declarations of Imports,
Tax on Imports Monthly Returns and the SUT
Monthly Returns. Prior to PICO, the SUT
Monthly Returns were also filed electronically.
Therefore, the PRTD has in its database the
information of every merchant, being able to
identify the merchants that are not in
compliance, especially those filing returns but
not remitting the tax collected.

This situation brings to the table the
discussion of the effectiveness of these
interventions versus investing in a more
efficient fiscalization and monitoring system.

Our appreciation is that the most affected by
these interventions are the small businesses
and their employees who may lose their jobs if
the PRTD closes the operation. Businesses
tiling for bankruptcy and a higher
unemployment rate would not be helpful for
the improvement of the fiscal crisis that
Puerto Rico is currently suffering. Instead, this
situation may strengthen the inability of the
tax system to generate the revenue needed to
cover the government expenditures. Many
studies have demonstrated that the best way to
positively impact the economy of a country is
by investing in local businesses.
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For assistance in this matter,
please contact us via
maria.rivera@pr.gt.com
llina.morales@pr.gt.com
francisco.luis@pr.gt.com
isabel.hernandez@pr.gt.com

Adding true value means exceeding
our clients’ expectations, anticipating
their needs and being proactive and
innovative in the accounting
profession.

Through the Kevane Grant Thornton
business and tax application for
mobile devices you will have access
to our Alerts, Tax News and other
related matters, plus a customized tax
calendar for individuals, businesses
and other entities, thus providing an
excellent tool to manage filing and
payment due dates with government
agencies in Puerto Rico.

Download for free the application.
Available for iPhone, Motorola and all
tablets.
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It is true, the Secretary of the PRTD has
expressed the positive effect these businesses
interventions have had in other businesses that
are not in compliance, but how many more
interventions will it take to create the so called
“intangible” for the Treasury Department?

The Puerto Rico government has the
necessary personnel (if not in Treasury in
other agencies) to monitor and control the
SUT evasion. However, a rigorous plan is
necessaty to re-train personnel and thus
increase the uptake of SUT. By doing this, the
PRTD will impose its authority, gain the
respect from the taxpayers and create its
intangible.

With the effectiveness of the VAT just around
the corner (April 1, 2016), it is time for
businesses to assess their compliance or lack
thereof, with the SUT rules and regulations
and have a clean start.

The Secretary has expressed some of his plans
to continue increasing the collection of the
SUT and eventually the VAT. We certainly
expect these will reduce the need for
interventions to businesses trying to collect
due taxes and provide the needed stability and
certainty business require to invest in our
economy.

At Kevane Grant Thornton we are prepared
in assisting you with the compliance of SUT
rules and regulations. We can help you
determine the course of action to become
compliant and also evaluate alternatives.

Page 2

DISCLAIMER: This update and its content do not constitute advice. Clients should not act solely on the basis of the material contained in this

publication. Itis intended for information purposes only and should not be regarded as specific advice. In addition, advice from proper
consultant should be obtained prior to taking action on any issue dealt with this update.

© 2016 Kevane Grant Thornton LLP All rights reserved.

Kevane Grant Thornton LLP is a member firm of Grant Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide

partnership. Services are delivered by the member firms. GTIL and its member firms are not agents of, and do not obligate, one another and are

not liable for one another’s acts or omissions. Please visit www.kevane.com for further details



