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Levying new taxes or raising established ones has become the “go-to” treatment for

the Municipalities ailing coffers.
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In 1993, an Irish band called The Cranberries released their debut album, Everybody Else Is
Doing It So Why Can’t We? To which one might ask, “What does this have to do with Puerto
Rico taxes? “ Well, not much, actually. Except that said album title succinctly sums up the
current mentality of Municipalities in Puerto Rico when it comes to levying new taxes: “if

Municipality X can raise taxes, why can’t we?”

Municipalities in Puerto Rico, already cash-strapped and forced to undertake additional
essential services that were once handled by the Central Government in light of the latter’s
massive debt, have flexed their administrative muscle to ensure more economic resources.
From the Municipality of San Lorenzo, who imposed a special “excise tax” that is equal to the
greater amount between 50% of the municipal license tax paid for 2015 and 2016, to the
Municipality of Barranquitas’ recent increase of both real and personal property tax rates,
the common theme amongst the diverse City Halls of Puerto Rico has been either the levying
of new taxes or the raising of established ones in order to palliate their particular fiscal

crises.


http://www.grantthornton.pr/

Municipality Ordinance Ordinance Details
. . Raises both Personal and Real Property Tax rates for the
. . Municipal Ordinance No. 19 o
Aibonito Tax Year beginning in January 1, 2017

[Serie 2016-2017]

o Personal Property: 6.08% - 7.33%
o  Real Property: 8.08% — 9.33%

Barranquitas

Municipal Ordinance No. 21
[Serie 2016-2017]

Raises both Personal and Real Property Tax rates for the
Tax Year beginning in January 1, 2017:

o Personal Property: 6.08% — 7.33%

o Real Property: 8.08% — 9.33%

Caguas

Municipal Ordinance No. 28
[Serie 2016-2017]

Establishes a temporary 0.35% municipal contribution
known as “Aportaciéon Empresarial Municipal” to
individuals and business that are subject to the Municipal
License Taxes and whose declared Business Volume is
equal to, or exceeds, S3MM for the calendar year ended on
December 31, 2016.

Carolina

Municipal Ordinance No. 39
[Serie 2016-2017]

Raises both Personal and Real Property Tax rates for the
Tax Year beginning in January 1, 2017:

o Personal Property: 8.33% — 9.33%

o Real Property: 10.33% — 11.33%

Cidra

Municipal Ordinance No. 20
[Serie 2016-2017]

Raises both Personal and Real Property Tax rates for the
Tax Year beginning in January 1, 2017:

o  Personal Property: 8.33% — 10.33%

o Real Property: 10.33% — 12.33%

Loiza

Municipal Ordinance No. 7
[Serie 2016-2017]

Raises both Personal and Real Property Tax rates for the
Tax Year beginning in January 1, 2017:

o  Personal Property: 8.23% — 9.73%

o  Real Property: 10.23% — 11.73%

Ponce

Municipal Ordinance No. 32
[Serie 2016-2017]

Raises both Personal and Real Property Tax rates for the
Tax Year beginning in January 1, 2017:

o Personal Property: 8.33% — 10.33%

o  Real Property: 10.33% — 12.33%

Sabana Grande

Municipal Ordinance No. 30
[Serie 2016-2017]

Raises both Personal and Real Property Tax rates for the
Tax Year beginning in January 1, 2017:

o Personal Property Tax: 7.33% — 8.33%

o Real Property Tax: 9.33% — 10.33%

San Lorenzo

Municipal Ordinance No. 16-OT
[Serie 2016-2017]

Establishes a special excise tax which is equal to is equal to
the greater amount between 50% of the municipal license
tax paid for 2015 and for 2016.




Understandably, Taxpayers have not been amused. Both the San Lorenzo and Caguas taxes
have proved controversial and are currently being challenged in the local courts as
unconstitutional. Basically, under the Municipal License Tax Act of 1974, as amended, the
municipalities can impose their corresponding municipal license tax on the business volume
within their territorial limits but the tax cannot exceed the established 0.50% tax rate (1.50%
in the case of a financial business). Though it is understandable for municipalities to seek
additional revenue streams in these challenging times, to rename as an “excise tax” or as a
“municipal business contribution” what is tantamount to an addition to the municipal license
tax, will be troublesome to successfully defend before both the courts of law and of public

opinion.

Note: As highlighted in our July 1, 2016 Tax Alert, the PUERTO RICO OVERSIGHT, MANAGEMENT, AND
ECONOMIC STABILITY ACT (PROMESA), seeks to provide Puerto Rico with fiscal and economic discipline
through the creation of a control board, among other things. Virtually every fiscal decision by the
Government of Puerto Rico will be made or approved by the Oversight Board created by PROMESA. On
this regard, the board has authority to prevent the execution or enforcement of a contract, rule,

executive order or regulation to the extent that it is inconsistent with the approved fiscal plan.

Please contact our Tax Department should additional
information is required regarding this or any other tax issue.
We will be glad to assist you.
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