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On November 6, 2017, the Committee for the Authorization of Expenditures and Tax
Concessions issued Resolution No. 2017-10 to modify the amount and time limitation
rules established by Resolutions 2017-05, 2017-08 and 2017-09 for the use of Tax

Credits granted under various Puerto Rico incentive acts.

The Committee issued a series of resolutions to guide the
process for the assessment, concession and use of tax credits
for both pending and new petitions. Particularly, Resolution
No. 2017-05 limited the use of tax credits granted on or before
March 7, 2017 for taxable years 2017 and onwards.
Meanwhile, Resolutions No. 2017-08 and 2017-09 established
that approved tax credits may only be used to offset up to a
maximum of 256% of the income tax liability for the taxable
year in question (the “25% Limitation Rule”) and imposed a 4-
year term (with an optional 3-year extension) for their usage

(the “Time Limitation Rule”), among other things.

The aftermaths of Hurricane Maria brought in insult to injury
to the island beleaguered economy, and although austerity
measures were put in place to steer Puerto Rico towards
fiscal responsibility and (hopefully) economic revitalization,
these had to be rethought in light of this new wind-swept
reality. Conscious of its integral role in the government’s
recovery apparatus for Puerto Rico, the Committee issued
Resolution No. 2017-10 on November 6, 2017 to (i) amend the
25% Limitation Rule and (i) implement special rules

regarding the Time Limitation Rule.

25% Limitation Rule Waiver

Firstly, Resolution No. 2017-10 establishes that tax credits
granted under Resolution No. 2017-08 will not be subject to
the 25% Limitation Rule, so long as the credits remain subject
to the usage rules that the corresponding Incentives Law and

Puerto Rico Internal Revenue Code impose.

Nonetheless, the holder of tax credits granted pursuant to the
pending or completed tax credit applications of Resolutions
No. 2017-08 and 2017-09, respectively, can request the
Committee to waive the 25% Limitation Rule. Said request -
which must be in writing - must show that the waiver will
contribute to the government’s financial recovery efforts by
means of new investment and job creation. If accepted, the

Committee may issue either a full or partial waiver.

Time Limitation Rule

Subject to the timely filing of its 2017 income tax return, an
eligible holder can request a one-year extension of the 4-year
term established under Resolutions No. 2017-08 and 2017-09,
thus allowing it to use the tax credits on 2018, instead of 2017.
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An eligible holder is defined as “any holder of a granted
credit available for use in tax year 2017, which experienced a
tax loss on its Puerto Rico Income Tax Return for such year
and holds the granted credit on the filing date of its Puerto

Rico Tax Return corresponding to tax year 2017.”

Furthermore, if the one-year extension is requested with
respect to credits that were granted in accordance with their
corresponding incentive laws and are governed by Resolution
No. 2017-05, the eligible holder may claim the tax credit
against its income tax liability without it being subject to the
25% Limitation Rule in 2018. The 25% Limitation Rule would

commence in the taxable year 2019.

If the eligible holder requests the one-year extension and
subsequently transfers a part or all of the tax credit, the

acquirer will automatically benefit from the extension.

Scope and applicability

Resolution 2017-10 will not apply to credits that ere self-
determined by the applicant and claimed in a Puerto Rico
income tax return without requiring the prior resolution or
determination of the governing agency.

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.

For additional information visit our Professional
Articles on:

www.grantthornton.pr

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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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. It is 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.
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