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Outsourcing Alert: Internal Revenue
Circular Letter No. 17-02

On February 16, 2017, the Puerto Rico
Treasury Department issued the Internal
Revenue Circular No. 17-02 to clarify several
inquiries from withholding agents and service
providers regarding the issuance of waiver
certificates in the case of taxpayers who
receive payments for services that are not
subject to the 7% withholding and on the
validity of the Circular Letters 02 -09, 02-10
and 02-13 regarding the requirement to
submit an affidavit to the withholding agent in
the case of suppliers who receive such
payments.

Payments for services included in Section
1062.03 (b) of the Code are not subject to the
7% withholding. For such purposes, the
withholding agent should not require the
presentation of the waiver certificate. In these
cases, the Department reiterates that the
person providing the services must submit to
the withholding agent a copy of the affidavit.
The affidavit must include the following
information from the service provider:

e TFull name

e Physical and postal address

e Social security number or employer
identification number

e A statement that the payment received is
not subject to withholding under the
provisions of Section 1062.03 (b) of the
PR Tax Code.

The affidavit will be valid throughout the
calendar year for which it was subscribed and
shall relieve the withholding agent of his
responsibility to make the withholding at
source imposed by Section 1062.03 (a) of the

Code. The withholding agent must retain and
keep in his records a copy of the affidavit as
evidence of the relay of his responsibility.

The affidavit will also apply to the following
payments:

e DPayments excluded from the term
"services" under the provisions of Section
1062.03 (a) of the Code: insurance
premiums; leasing or sale of tangible or
real property; printing; the sale of
newspapers, magazines and other
publications (including advertisements);
and the hiring of radio and television time

e Payments for services rendered to a driver
of transport company

e DPayments for services rendered not
subject to retention as established by the
Department through administrative
determination, circular letter or general
newsletter.

Link-Puerto Rico Secretary of the Treasury
http://www.hacienda.gobierno.pr/publicacio
nes/carta-circular-de-rentas-internas-num-17-

02

At Kevane Grant Thornton we provide our
clients with personalized attention,
valuable advice and recommendations,
tailored solutions and direct access to
technical experts to help clients resolve
issues and identify opportunities.
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Contact us

For assistance in this matter,
please contact us via
julio.villegas@pr.gt.com or
carmen.rojas@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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