
  
 

 

  
 

SALT Alert! 2017-18: Puerto Rico: Guidance Issued on New Sales 
Tax Prepayment Requirements 
The Governor of Puerto Rico signed Act 46-2017 (“the Act”) into law on July 19, 
2017.  Among other changes, the Act requires certain Puerto Rico sellers to begin 
making prepayments of sales tax (“IVU”) to the Puerto Rico Treasury Department 
(“Department”) on a bi-weekly basis. The law was effective for the tax month of July 
2017, but in Administrative Determination No. 17-07 (“AD 17-07”), released on July 28, 
2017, the Department announced that the law would be implemented for tax month 
August 2017 for certain taxpayers and for September 2017 for other affected taxpayers, 
as outlined below.[1]  
 
Affected Taxpayers 

Those taxpayers required to make the estimated prepayments under the Act are: (a) “large 
taxpayers” as defined in the Puerto Rican tax code as certain specific types of corporations 
plus general corporations with over $50,000,000 in business volume; and (b) taxpayers 
whose average monthly sales tax “deposited” in the previous year is $2,000 or more (the 
“$2,000 criteria”). A taxpayer will be determined to meet the $2,000 criteria as follows: (1) a 
taxpayer selling tangible personal property and taxable services subject to the 10.5 percent 
IVU will meet the $2,000 criteria if its gross receipts in the previous calendar year (or 
annualized receipts based on that part of the year it operated) exceed $228,600 (i.e., $2,000 
divided by the 10.5 percent IVU rate times 12 months); (2) a merchant selling exclusively to 
other merchants or selling designated professional services taxed at 4.0 percent will be 
subject to the prepayment requirement if its receipts in the prior calendar year (or annualized 
for that part of the year in which it operated) exceed $600,000; and (3) a merchant selling 
both items taxed at 10.5 percent and at 4.0 percent will be subject to the prepayment 
requirement when its sales of taxable items exceed $228,600 in the prior calendar year. The 
determination of whether prepayments are required will be made annually based on data from 
the prior calendar year and will remain in effect for the entire calendar year. 
 
Bi-Weekly Payments 

Affected taxpayers will be required to make two prepayments of IVU―on the 15th day of the 
month and on the last day of the month in which the sale occurred (described as the month in 
which the event giving rise to the tax liability occurred). IVU returns and any remaining 
balances remain due on the 20th day of the month following the month in which the sale 

                                                 
[1] Material used in this Alert was taken from unofficial translations of Act 46-2017 and Administrative 
Determination No. 17-07. 



 

occurred. Any prepayment date falling on an official holiday or a weekend will be due on the 
next business day. All bi-weekly prepayments are required to be made through the 
Department’s electronic payment system, SURI. 
 
Safe Harbors 
 
A taxpayer will be considered compliant with the prepayment requirements if, during the 
month in which the event giving rise to the liability, the taxpayer makes deposits at least equal 
to the lesser of: (a) 80 percent of the IVU “determined” for the month, calculated as 80 percent 
of the “Total IVU Determined” on the return for the month net of credits for (1) tax paid by a 
reseller on purchases or imports of inventory for resale (emphasis added), (2) uncollectible 
accounts, (3) sales of the taxpayer’s property, and (4) overpayments from prior periods being 
applied to the current month; or (b) 70 percent of the total IVU “remitted” during the same 
month of the previous year.  AD 17-07 indicates that the amount required for the 70 percent of 
the prior year safe harbor should be determined in the same manner as for the 80 percent 
safe harbor, i.e., Total IVU Determined on the return for the relevant month of the prior year 
less the credits taken in that month as outlined above. An example provided in AD 17-07 
implies that if the 80 percent of the current month’s IVU safe harbor is being used, the 
estimate for each bi-weekly period would reflect sales in that period, even though that will not 
be possible other than through estimation given the availability of data. 
 
Penalties 
 
There is a penalty, in addition to all other penalties, for not making the prepayments (or 
insufficient prepayments) equal to 10 percent of the amount that should have been prepaid, 
but was not. 
 
Voluntary Withholding Agents 
 
Act 25-2017 established a regime in which a seller making “mail order sales” (as defined in 
the Act) whose only contact with Puerto Rico is that the buyer is a resident of Puerto Rico or a 
person carrying on a trade or business in Puerto Rico can enter into a closing agreement with 
the Department and be designated as a Voluntary Withholding Agent. Such sellers agree to 
and are required to collect IVU on sales into Puerto Rico, but per the terms of AD 17-07, 
Voluntary Withholding Agents will not be subject to the bi-weekly IVU prepayment 
requirements. 
 
Effective Date of the Bi-Weekly Payments 
 
AD 17-07 provides that the prepayment requirements of Act 46-2017 will apply to those 
affected taxpayers defined as “large taxpayers” effective for the month of August 2017. 
Therefore, for these taxpayers, the first prepayment will be due August 15, 2017. For 
merchants required to make prepayments under the $2,000 criteria, the prepayment will be 
effective for September 2017, with the first payment due on September 15, 2017. 
 
For further information, please contact Rolando Lopez or Carlos Molina in the KPMG San 
Juan office. 
  

 
  

 

 

[1] Material used in this Alert was taken from unofficial translations of Act 46-2017 and Administrative Determination No. 17-07. 
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