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TAX ALERT

PROPERTY TAX AMNESTY AND COMPULSORY REGISTRATION OF
UN-APPRAISED PROPERTY

On July 2, 2010, the Governor of Puerto Rico, the Honorable Luis Fortufio, signed Bill H.B. 2752
into law as Act No. 71 of July 2, 2010. Act No. 71 provides for a 120 day grace period for the payment of
real and personal property taxes. The act also provides for the creation of a compulsory registry of un-
appraised real property and commercial/industrial real property improvements.

Pursuant to the provisions of Act No. 71, any taxpayer that pays the real and personal property
taxes currently owed to the Municipal Revenue Collection Center (“CRIM”), during the special 120 day
grace period shall enjoy a discount in the payment of their property tax debt. The 120 day grace period
shall commence upon CRIM’s issuance of an administrative order implementing the legislation. The law
requires the issnance of the administrative order within 30 days of Act No. 71’s approval. Personal
property tax payments made during the grace period shall enjoy a discount equal to 100% of the amounts
owed as interests, surcharges and penalties. Real property tax payments made during the grace period
shall benefit from the same discount except the discount will not apply to fraud penalties and real property

tax debts for fiscal year 2010-2011.

To be eligible for the discounts, taxpayers must be up to date with their personal and real property
taxes corresponding to the 2009-2010 fiscal year and special real property tax payments due to Treasury
on all of their properties. Additionally, the taxpayer must provide CRIM with a commitment to pay their
personal and real property taxes for fiscal year 2010-2011. Taxpayers that have requested an
administrative or judicial review of their assessed property taxes may be eligible for the discount,
however the application of the discount will result in the final adjudication of the questioned tax

assessments.

Act No. 71 also creates a compulsory registry, for real propertics and improvements on
commercial and industrial real properties which have not been appraised by CRIM. The new registry shall
be under the authority of a special Interagency Committee created by Act No. 71.

The owner of an un-appraised real property or un-appraised improvements to commercial or
industrial real property shall have 75 days to record said property in the new registry. The Interagency
Committee must issue a public notice announcing the commencement of the registration period and is
authorized to provide up to 30 additional days for registration. Taxpayers, who own industrial and
commercial properties and register them accordingly, will only pay retroactive property taxes arising from
a new appraisal for the previous fiscal year instead of the five years that could otherwise be assessed. Act



No. 71 exempts said taxpayers from any other retroactive property tax liability arising from a new
appraisal. Noncompliance with this registration requirement may €xpose the property owner to a penalty
of 10% of the appraised value of the property in the case of commercial or industrial property, as well as a
$5,000 fine for commercial properties or $250,000 in the case of industrial real estate if the property is
identified by CRIM and assessed between the date of the close of the compulsory registry and June 30,
2012. Special property tax rates would be applicable for fiscal years 2010-11 and 201 1-2012.

Act No. 71 also imposes a new reporting requirement on financial institutions. Any financial
institution, which maintains funds in escrow for the payment of property taxes on non-appraised real
property, must forward a list with the names, identification, amounts maintained in escrow accounts for
the payment of property taxes, description of the property, and its location to CRIM and the Treasury

Department.

Additional regulation or guidance from CRIM or the special Interagency Committee implementing
Act No. 71 should be issued in the near future.
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Because of the general nature of this newsletter, nothing herein should be considered as legal advice or a legal opinion.
For further information about the contents of this newsletter, or should you need further assistance in connection with
these matters, please contact the firm’s Corporate — Tax Department
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