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INCOME TAX RETURN
OF TAXABLE CORPORATIONS
AND PARTNERSHIPS
_ MESSAGE FROM THE SECRETARY OF THE TREASURY

Dear Taxpayer:

_ Through thisbooklet you can learn about the applicable law provisions to file your 2003
Income Tax Return.

I invite you to carefully read the information described herein and find out about any
amendment to the provisions of the Puerto Rico Internal Revenue Code of 1994. Torequest
additional information or if you have any doubt regarding our services, you can contact the
Department of the Treasury's personnel at (787) 721-2020, extension 3611 or toll free at
1-800-981-9236. Al s0, you can accessour pagein thelnternet, www.hacienda.gobier no.pr.

JuanA.HoresGalarza

Approved by the State Elections Commission
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RELEVANT FACTS

NEW TAX BENEFITS |

% A tax credit is granted for contributions made to the
Santa Catalina's Palace Patronage equal to 50% of
the contribution made during the taxable year.

%  Corporations and partnerships are included within
the taxpayers eligible for the special tax rate with
respect to eligible interest earned on bonds, notes
or other debts issued by certain corporations and
partnerships, from mortgages over residential
property located in Puerto Rico. Also, such special
tax rateisreduced from 17% to 10%.

SIGNIFICANT CHANGESONTHE RETURN

Heading

Usetheindustrial codestable included on page 32 of this
booklet in order to indicate the industrial code
corresponding to your business.

PartIl1

Line 19isincluded to indicate the tax on eligibleinterest
when the el ection to pay the 10% special tax isexercised.

ScheduleB Cor por ation and Partner ship

Part I1, line 13, providesto claim the new tax credit for
contributions to the Santa Catalina’'s Palace Patronage.

Part 111, line7, providesto claim the special tax withheld
at source on eligible interest.

Also, anew Part |V isprovided to breakdown the total of
credit claimed for the purchase of tax creditsindicated in
Part I1, line 7 of this Schedule.

ScheduleB1 Cor poration and Partner ship

PartV, line5, providestoindicatethetax on igibleinterest.

AREA CODE |

You must indicate the area code (787 or 939) in the
parenthesislocated in the spaces provided in the heading
of the return to write the phone number.

RETURNED CHECKSFOR INSUFFICIENT FUNDS |

Every check drawn on behalf of the Secretary of the
Treasury that isreturned because of non sufficient funds,
will be subject to a$20.00 chargethat will be debited from
your bank account. Thischargeisin addition to any other
interest, surcharges or penalties provided by the Code or
any other fiscal law, for ommissionsin fulfilling your tax
responsibility.

| FINANCIAL STATEMENTS REQUIREMENT

If the entity has a business volume from taxabl e operations
of more than $1 million, financial statements reporting the
operations of the taxable year must be included with the
return.

Thefinancia statement must include a balance sheet, an
income statement and a statement of cash flows. These
statements should be submitted with an Audit Report
issued by acertified public accountant (CPA) licensed in
Puerto Rico.

It isnot acceptableareport that includes consolidated
financial statements, in which the operationsin Puerto
Ricoarepresented assupplementary infor mation. Also,
compiled or reviewed statementsar enot acceptable. They
must beaudited.

SIGNATURE OF THE RETURN BY THE
SPECIALISTS

If you pay for the preparation of thereturn, makesure
that thereturnissigned by the specialist and that the
registration number and theemployer'sidentification
number of the specialist isincluded. The Puerto Rico
Internal Revenue Code of 1994, as amended (Code),
providescivil and criminal sanctionsto those Specialists
who fail to submit thisinformation.

The Tax Return Specialist must declare under penalty of
perjury that he/she examined the return and to the best of
his/her knowledge and belief, the return is correct and
complete.

If the return is prepared by an accounting firm duly
registered as a Tax Return Specialist, it must include the
employer'sidentification number, the registration number
and be signed by the authorized person.

| CONTRACTSWITH GOVERNMENTAL ENTITIES

Every person, natural or juridical, contracted by a
governmental entity, must comply with the Executive Order
91-24, as amended, and the provisions of the Circular
Letters in force at the time of processing the contracts.
According to said provisions, every contract subscribed
by agovernmental entity must include aclauseto certify
that the contracted party filed the income tax returns for
the last five years, and that the income, property,
unemployment, temporary disability and drivers social
security taxes have been paid.

In addition, in order to approve a contract or purchase
order, the governmental entity must requirethetax return
filing (Form SC 6088) and debt (Form SC 6096)
certifications from the Internal Revenue Area of this
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Department, the property tax certification from the CRIM
and the corresponding certification from the Department
of Labor and Human Resources. These documents must
be requested annually.

In order to expedite the process of issuing the
certifications, every person who has filed income tax
returns for the last 5 years and who does not have tax
debts, or if having debts, hasformalized a payment plan,
will receivethe Tax Return Filing and Debt Certification
automatically by mail (Form SC 2628). For thispurposg, it
isnecessary that if the corporation iscontracted by a
governmental entity, indicate soin the heading of the
return, pagel.

Sometimes acertification can not beissued in connection
with thelast taxable year since such return may have not
been already processed. Because of this possibility, it is
recommended to personally filethe original return along
with a copy, in order to receive back said copy sealed
with the Department’ srecei pt stamp. Thisservicewill be
offered at the Department of the Treasury, Intendente
Ramirez Building in Old San Juan, at the District Offices,
at the Internal Revenue Collections Offices, and at the
Tax Orientation Centers.

COUPONSBOOKLET FORTHE PAYMENT OF
ESTIMATED TAX (FORM 480.E-2)

The four installments of estimated tax corresponding to
the 2004 calendar year or to the 2004 - 2005 taxabl e period,
will be made with the booklet revised on 08.03. Payments
made with coupons revised previous to said date could
have problemsin their application.

TAXPAYER'S SERVICE FACILITIES

Inthe Taxpayer's Service Offices, besidesinfor ming about
the status of your refund, other services are offered: Tax
Return Filing Certifications, Return'sCopies, I nheritanceand
Donations Cases, Individuas, Corporations, Partnerships,
Professional ServicesWaiversand COLA Certificates.

Following isthe address and telephone number of our offices:

% SanJuan
Intendente Ramirez Building
10 Paseo Covadonga Office 211
Telephone: (787)721-2020 extension 3610
or 1-800-981-7666

% Bayamon
Road #2
2 Foor Gutiérrez Building
Telephone: (787)778-4949, (787)778-4973 or
(787)778-4974

% Caguas
Goyco Street, Acosta Corner
1% Floor Governmental Building Office 110
Telephone: (787)258-5255 or (787)745-0666

Y Mayagiiez
Governmental Center
#50 Nenadich Street Office 102
Telephone: (787)265-5200

% Ponce
Eurobank Building
#26 Hostos Ave.
Telephone: (787)844-8800

TECHNICAL ASSISTANCE |

For additional information on the technical content of
thispamphlet or to clarify any doubt, pleasecall (787)721-
2020 extension 3611 or 1-800-981-9236.

HACIENDA MAKING CONNECTION |

The Department of the Treasury has a site on the
INTERNET. Hereyou can accessinformation about the
following services, among others:

% Electronic transfer for Individual Tax Returns

% Program for the preparation of the Individual
Income Tax Return 2003

% Income Tax Return of Taxable Corporations
and Partnerships

% Puerto Rico Internal Revenue Code of 1994, as
amended (Spanish only)

% Form SC 2898 - Change of Address

% FormAS4809- Information of Identification Number
- Organizations (Employers)

% Modelo SC 2800 - Planilla de Contribucién sobre
Caudal Relicto (Spanish only)

% Modelo SC 2800A - Planilla Corta de Contribucién
sobre Caudal Relicto (Spanish only)

%  Modelo SC 2788 - Planilla de Contribucién sobre
Donaciones (Spanish only)

% Informative Booklet to Provide Orientation about
your Income Tax Return (Spanish and English)

% Informative Booklet to Provide Orientation on the
Income Tax Responsihilities of Federal, Military and
Other Employees
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% Informative Booklet Regarding the Withhol ding of
Income Tax at Source in Case of Professional
Services (Spanish and English)

% Folleto Informativo Contribucién sobre Ingresos
de Sacerdotes 0 Ministros (Spanish only)

% Folleto Informativo para Aclarar sus Dudas sobre
Aspectos Contributivos en la Venta de Ciertas
Propiedades (Spanish only)

% Publication 01-03 (Application of Special Rates
in the Case of Sale of Capital Assets - Schedule D
Individual)

% Employer'sQuarterly Return of Income Tax Withheld
(Spanish and English)

% Withholding of Income Tax at Sources on Wages
(Spanish and English)

You can access at: www.hacienda.gobierno.pr.
Also, you can let us know your opinion through our
E-MAIL a: I nfoSer v@hacienda.gobierno.pr.
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TAXPAYER'S BILL OF RIGHTS

The Taxpayer’sBill of Rightsgrantsthefollowing rights
under the Code;

To receive aproper, considerate and impartial treatment.
Confidentiality of theinformation submitted.

All interviews must be at a reasonable time and place
for the taxpayer, in coordination with the employees of
the Department of the Treasury (Department).

The interview or audit must not be used to harass or
intimidate in any manner the person interviewed.

To receive an explanation of the process to which the
taxpayer will be exposed and subject, and the rights that
assist him.

Be assisted by an attorney, accountant, certified public
accountant, or any other authorized person, at any moment
during theinterview.

Beinformed prior to theinterview, of theintention to tape
the interview, and to be able to obtain an exact copy of
such recording prior to the payment of the cost thereof.

Beinformed of the nature of your tax liability.

Be advised of your right against self-incrimination, to
remain silent and that your silence should not betaken or
commented against you, in case of a possible exposure
toacriminal action.

Consult and be advised by an attorney, accountant,
certified public accountant, or authorized agent to
represent you within the Department, or to be able to
finish theinterview even when it had commenced.

Be notified in writing of any adjustment made by the
Department asaresult of atax audit when it involvesthe
addition of interest, penalties and surcharges, as provided
by the Code, aswell asthe exact amount of the adjustment
and the reasons for such changes.

Waive the rights described in the preceding paragraphs,
if such waiver is made knowingly and voluntarily.

Grant awritten power to authorize any person to represent
you during atax interview or process. Such person shall
receive, for purposes of theinterview, equal treatment as
you, unless you are notified that such person is
responsiblefor an unreasonable delay or interferencewith
the audit.

Not to be discriminated because of race, color, sex, birth,
origin or socia condition, or political, religious ideas or
association of any taxpayer or his representative. No
records will be kept containing tax information for these
purposes.

The Department’semployeeswill explain and protect your
rights during all phases of the process. If you believe
that your rights have been violated, you should discuss
thismatter with the supervisor of the employee. If you do
not agree with the action taken by the supervisor, you
may fileacomplaint with the Officefor the Protection of
Taxpayer'sRights.

OFFICEFORTHE PROTECTION OF TAXPAYER'S
RIGHTS

The Office for the Protection of Taxpayer's Rights
(Ombudsman of the Taxpayer) was created to assure the
compliance of the provisions of the Taxpayer’'s Bill of
Rights. Said office is located at the Department of the
Treasury in Old San Juan, Office 315. For assistance,
pleasecall (787)977-6622, (787)977-6638, or (787)721-
2020, extensions 3303, 3304 and 3305.

The Ombudsman of the Taxpayer is responsible for
attending to the problems and claims of the taxpayers
and to facilitate the process between the taxpayers and
the Department of the Treasury. Also, the Ombudsman of
the Taxpayer has authority to prevent or correct any
infringement by any employee of the Department of the
rights of the taxpayer.

For additional information, you can request the booklet:
“Carta de Derechos del Contribuyente”.
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INSTRUCTIONS TO COMPLETE THE CORPORATION
AND PARTNERSHIP INCOME TAX RETURN

WHOMUST FILETHISRETURN?

In general, every domestic or foreign corporation or
partnership engaged in trade or business in Puerto Rico
must filethisreturn.

Thefollowing entitiesarenot required to file thisreturn: (1)
entities covered by the Incentives Acts or Tourism
Development Act; (2) entitieswith partially exempt income
under the Puerto Rico Agricultural Tax IncentivesAct, as
amended, or under any other special acts; (3) entitieswith
partially exempt income under the Tax Incentives Act to
Hospital Facilities; (4) entitieswhich have earned income
from Film Projectsor Infrastructure Projects; (5) non-profit
organizations with a tax exemption grant issued by the
Department of the Treasury which has not been rejected;
(6) foreign or domestic life insurance companies; (7)
corporations of individuals; (8) specia partnerships; or (9)
employees-owned specia corporations and ordinary and
extraordinary members. Neverthel ess, these entities must
fileareturn designed by the Department of the Treasury, in
accordance to the laws under which they operate.

The term corporation includes limited companies, joint
stock companies, limited liability joint stock companies,
private corporations, insurance companies, and any other
associations that receiveincome or taxabl e profits.

The term partnership includes general or limited, civil
business, industrial, agricultural and professional
partnerships or of any other kind, whether or not its
constitution is set forth by public deed or private
document. It shall include, furthermore, two or more
persons, under acommon name or not, engaged in ajoint
venture for profit, except as provided with regard to
specia partnerships.

WHENANDWHEREIT MUST BEFILED?

Theincometax return of domestic or foreign corporations
and partnerships engaged in trade or business in Puerto
Rico, must be filed on or before the fifteenth day of the
fourth month following the end of thetaxableyear. In case
of a foreign corporation or partnership not having any
office or place of businessin Puerto Rico, the return must
be filed on or before the fifteenth day of the sixth month
following the end of the taxable year.

Thereturn must befiled in the Department of the Treasury,
Returns Processing Bureau, located at 10 Paseo
Covadonga, Intendente Ramirez Buildingin Old San Juan,
or mailed to:

(@ Returnswith Refund:
DEPARTMENT OF THE TREASURY
POBOX 50072
SAN JUAN PR 00902-6272

(b) Returnswith Payment and Others:
DEPARTMENT OF THETREASURY
POBOX 9022501
SAN JUAN PR 00902-2501

It may also be delivered to the Internal Revenue
Collections Office of your municipality, the District Offices
of the Department or the Tax Orientation Centers.

AUTOMATICEXTENSIONOFTIMETOFILETHE
RETURN

A 90 daysautomatic extension of timetofilethereturnwill
begranted if it isrequested not later than thedue datetofile
thereturn. Thiswill bedoneusing FormAS 2644.

In case of corporations under the provisions of Section
936 of the Federal Internal Revenue Code, the extension
of time will be up to the fifteenth day of the ninth month
following the end of the taxable year (five months after
the prescribed date to file the return).

Every corporation or partnership must pay with the request
for an automatic extension of time, the entire amount of
tax determined.

An extension of timetofilethereturn doesnot extend
thetimefor the payment of tax or any installment of the
same.

SCHEDULESTO COMPLETETHE CORPORATION
AND PARTNERSHIPINCOMETAX RETURNS

The following schedules are used, when it is necessary,
to file the income tax return of corporations and
partnerships.

ScheduleA Corp.and Part. - Alternative Minimum Tax

ScheduleB Corp.andPart. - Recapture of Investment
Credit Claimed in Excess,
Tax Credits, and Other
Payments and Withholdings

ScheduleB1Corp.andPart. - Credit for Purchases of
Products Manufactured in
Puerto Rico and Puerto
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ScheduleCCorp.andPat. - Credit for Taxes Paid to the

United States, its
Possessions and Foreign
Countries

ScheduleD Corp.andPart. - Gainsor Lossesfrom Saleor

Exchange of Property

Schedule E - Depreciation

ScheduleQ - Credit for Investment,
Losses and Amount to
Carryover

Schedule Q1 - Investment Funds-

Determination of Adjusted
Basis, Capitd Gain, Taxable
Incomeand Specid Tax

ScheduleR - Specia Partnership
ScheduleSCorp.andPat. - Farming Business

Schedule T Corp.andPart. - Additiontothe Tax for Failure
to Pay Edtimated Tax in Caseof
Corporationsand Partnerships

FormAS2879 - Foreign Corporations and
Partnerships Tax on
Dividend Equivalent
Amount and Effectively
Connected Interest (Branch
Profits Tax)

The schedules and their instructions are available in the
Department of the Treasury, 10 Paseo Covadonga,
Intendente Ramirez Building, Old San Juan, Office 603. To
contact said office, please call (787)721-2020 extension
2645 or 2646.

HEADING OF THERETURN

If the taxable year of the corporation or partnership is a
calendar year, there is no need to enter the dates on which
the taxable year begins and ends. You must only enter the
corresponding year. If itisafisca year, you must enter the
datesin the spaces provided in the return.

NAME,EMPLOYER'SIDENTIFICATIONNUMBER
ANDADDRESS

Enter the name and the regi stry number of the corporation
in the space indicated in the return, as it appears in the
Department of State records. In case of a partnership,
enter itslegal name.

Also, enter the employer'sidentification number in the
spaceindicated. The employer'sidentification number
isrequired to processthereturn.

If the corporation or partnership does not have an
assigned employer's identification number, you must
request it from the Federal Internal Revenue Serviceand
notify it to the Department of the Treasury using Form
AS4809.

Enter the complete address where the business or
principal officeislocated, and its telephone number.

Inform the type of industry or business (principal business
activity). For example, if your principal activity is
construction of furniture, enter fur nituremanufacturing,
if itisretail saleof furniture, enter furnitureretail trade.
Usetheindustrial codeslist provided on page32,in order
tofacilitatethe description of the commercial activity
and enter thecorrespondingindustrial code.

Check the applicablebox if itisthefirst or last return you
arefiling.

If the corporation or partnership informs a change of
address at the moment of filing the return, check the
applicable box. Do not use the label and write the new
address clearly and legible in the return. On the other
hand, if the change of address is made at any other
moment during the year, you must use Form SC 2898
(Change of Address). The sameisavailable at the Forms
and Publications Division, Office 603, of the
Departament of the Treasury in Old San Juan, or you
may request it calling (787) 721-2020 exts. 2645 and
2646. Also you may obtain it through our Internet site
at www.hacienda.gobierno.pr.

PART | -NET INCOME

Line 2 - Net operating loss deduction from preceding
year

Enter the carryover balance of any net operating loss
fromthe preceding year. Submit with the return aschedule
with the determination of the loss to be deducted in the
current taxableyear andthe origination and expiration dates
of the loss.

PART Il -CREDITS

Line 4 - Dividends or profitsreceived from domestic
cor porationsor partner ships

Enter 85% of the amount received as dividendsor profits
from adomestic corporation or partnership taxable under
the Code, but limited to 85% of the net income of the
corporation or partnership.

If the dividend received is from industrial development
income derived from operations covered by the provisions
of Act No. 57 of June 13, 1963, asamended, the credit will
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be 82.70% of the amount received, but limited to 82.70%
of the net taxableincome.

The credit of 82.70% does not apply to dividends or
profits distributions derived from operations covered
under Act No. 78 of September 10, 1993, asamended, or
Act No. 8 of January 24, 1987, asamended. Nevertheless,
if the corporation or partnership receives dividends or
benefits from a domestic corporation or partnership, it
may use the 85% credit mentioned in thefirst paragraph
of this part.

However, the Code providesthefollowing exceptions:

1) Inthecase of asmall businessinvestment company
operating in Puerto Rico under the Small Business
Act of 1958, there shall be allowed as a credit an
amount equal to 100% of the total amount received
as dividends or profits from a domestic corporation
or partnership taxable under the Code.

2) Subject to certain requirements imposed by the
Code, a credit of 100% is allowed against the net
income from the total amount received asdividends
by corporations organized under the laws of any
state of the United States or the Commonweal th of
Puerto Rico, that may be the principal derived from
industrial development income accrued during
taxable years beginning prior to January 1, 1993
and invested in obligations of the Commonwealth
of Puerto Rico, its instrumentalities or political
subdivisions, or invested in mortgages secured by
the Puerto Rico Housing Bank and Finance Agency
or in loans or other securities guaranteed by
mortgages granted under any general character
pension or retirement system established by the
Legislative Assembly of Puerto Rico, the
municipalities and the agencies, entities or public
corporations of the Commonwealth of Puerto Rico.

3 Thereshall be granted a 100% credit against the net
income from the total amount received as dividends
by corporations organized under thelawsof any state
of the United States or the Commonwealth of Puerto
Rico, that may bethe principal derived fromindustrial
development income accrued during taxable years
beginning prior to January 1, 1993 and invested in
obligations of the Governmental Development Bank
for Puerto Rico or any of itssubsidiary corporations,
for the financing through the purchase of mortgages,
or the construction, purchase or housing
improvements in Puerto Rico made after December
31,1984.

4) A 100% credit will be granted against the net income
fromthetotal amount received asdividendsor profits
from adomestic controlled corporation or partnership.

Line6- Surtax net incomecredit

Enter $25,000, except in case the corporation or
partnership belongsto acontrolled group of corporations
or partnershipswhich are 80% or more owned, directly or
indirectly, by the same person or persons. In those cases,
theallowed credit will be only $25,000 for the entire group
of corporations or partnerships.

If acorporation or partnership isacomponent member of a
controlled group of corporations or partnerships by
December 31, the credit allowed to such corporation or
partnershipfor thetaxableyear that includes such December
31, shall be an amount equal to $25,000 distributed among
the corporations or partnerships that are component
members of the group.

If acorporation or partnership has a taxable year of less
than twelve months that does not include December 31,
and is a component member of a controlled group of
corporations or partnershipswith respect to such taxable
year, the allowable credit for that taxable year will be
$25,000 di stributed among the number of corporationsor
partnerships that are component members of the group
as of the last day of said taxable year.

In case of a controlled group of corporations or
partnerships, it isnecessary toincludewith thereturn
of each member a scheduledetailingtheapportionment
plan, the name of each one of the corporations or
partnerships that are members of the group, the
employer'sidentification number and thesignatur e of
theperson or personsresponsiblefor preparingit.

PART 111 -COMPUTATION OFTAX
Line9- Surtax

Multiply line 7 by the applicable tax rate according to the
following table, and enter the result.

Surtax Computation Tablefor taxableyear sbeginning
after June 30, 1995.

If the net income subject to Thetax shall be:
surtax is:
Not over $75,000 5%

Over $75,000 but not over
$125,000

$3,750 plus 15% of
the excess over
$75,000

Over $125,000 but not over
$175,000

$11,250 plus 16% of
the excess over
$125,000
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Over $175,000 but not over $19,250 plus 17% of

$225,000 the excess over
$175,000

Over $225,000 but not over $27,750 plus 18% of

$275,000 the excess over
$225,000

Over $275,000 $36,750 plus 19% of
the excess over
$275,000

Line10-Amount of recapture

If the net income subject to normal tax exceeds $500,000,
a 5% tax will be imposed, collected and paid over the
excess. However, thetotal tax determined shall not exceed
3%%.

Linel2-AlternativeTax - Capital Gains

Enter the amount determined on Schedule D Corporation
and Partnership, Part VI, line46.

If the net long term capital gains exceed the net short
term capital losses, the corporation or partnership may
elect to pay an alternative tax. The alternative tax is
determined by applying the normal tax rate to the net
income without including the net long term capital gains,
plus 12.5% (applicableto property located in Puerto Rico),
25% (applicableto other properties) or 7% (applicableto
stocks or shares from an eligible corporation or
partnership) over such gains.

Compute the alternative tax using Schedule D
Corporation and Partner ship - Gainsand L ossesfrom
Saleor Exchangeof Property. Includesaid schedulewith
your return.

Linel7 - Alter nativeminimum tax

Enter the excess of tentative minimum tax over adjusted
regular tax from Schedule A Corporation and Partnership,
PartV, line33.

Every corporation or partnership (except those not
engaged in trade or business in Puerto Rico) will be
subject, in addition to any other tax imposed by the Code,
to atax equal to the excess, if any, of:

1) the tentative minimum tax for the taxable year,
over

2) theadjusted regular tax for the taxable year.
The Tentative Minimum Tax for the taxable year will be

22% of the amount by which the Alternative Minimum
Net Income for the taxable year exceeds the Exempt

10

Amount. The Tentative Minimum Tax will be reduced by
theAlternative Minimum Credit for taxespaidtoaforeign
country.

To computetheexcessof thealter native minimum tax
over theadjusted regular tax, you must complete Schedule
A Corporation and Partner ship and includeit with your
return.

Line 18- Branch profitstax

In addition to any other tax imposed by the Code, those
foreign corporations and partnerships engaged in trade or
businessin Puerto Rico that operate asbranches, ar esubject
to a 10% tax of the amount equivaent to the dividend or
profit distribution for thetaxableyear.

Thisprovision shal not be applicableto any taxableyear in
whichtheforeign corporationsor partnershipsengagedina
trade or businessin Puerto Rico derived at least 80% of its
grossincomefrom sourceswithin Puerto Rico or fromincome
effectively connected or treated as effectively connected to
operations from atrade or businessin Puerto Rico, during
the 3taxableyears period ended at theclosing of said taxable
yed.

Thecor porationsand partner shipssubj ect tosaid additional
tax, must complete Form AS2879 Branch ProfitsTax, and
includeit withtheir return.

Linel9- Taxone€ligibleinterest

Enter the tax determined on eligible interest only if you
elected to pay the special tax rate of 10%.

Any corporation or partnership may elect to pay the specia
tax rate of 10% onthetota eligibleinterest earned on debt
issued by corporations and partnerships engaged in
industry or businessin Puerto Rico from new mortgages
over residential property located in Puerto Rico. On the
other hand, if you elect to include such interest as part of
your grossincome and pay the tax determined according
tothenormal tax rates, do not completethislineandinclude
thetota of suchinterestin Part IV, line 12 of the return.

Thetermdligibleinterest meansany interest over bonds,
notesor other debtsissued by acorporation or partnership
engaged in a trade or business in Puerto Rico, provided
that the proceeds from these debts are invested only in
the industry or businessin Puerto Rico of said corporation
or partnership within a period of 24 months or less from
the issuance date of said debts.

Also, interest from mortgage loans over residential
property located in Puerto Rico which mortgages are
granted after July 31, 1997, insured or guaranteed by the
provisions of the National Housing Act of June 27, 1934,

as amended, or by the provisions of the Servicemen's s,
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Readjustment Act of 1944, will qualify for the
af orementioned special tax rate of 10%.

Line21-AdditiontotheTax for FailuretoPay Estimated
Tax

Enter the addition to thetax for failureto pay the minimun
estimated tax required, previously determined on Schedule
T Corporation and Partnership. (See instructions to
complete the Schedules).

Line23- Balanceof tax due

Enter the difference between the sum of lines20 and 21,
andline 22.

If line 22 islarger than the sum of lines 20 and 21, you
may elect to apply all or part of thetax paid in excessto
your estimated tax for the following year or claimit asa
refund. In order to do that, you must indicate so on line
25A or 25B of thereturn.

INTEREST, SURCHARGESAND PENALTIES
Interest

The Code provides for the assessment of interest at a
10% annual rate over any tax balance not paid by its due
date.

Surcharges

In case that imposition of interest is applicable, a
surcharge of 5% of the amount due will be assessed, if
the delay in paying exceeds 30 days, but not over 60
days; or 10% of the amount due, if the delay exceeds 60
days.

Penalties

The Code imposes a progressive penalty from 5% to
25% of the total tax for late filing unless you can show
reasonable cause for the delay.

Any person required under the Code to file a return or
declaration, and who voluntarily failsto filesuch return or
declaration within theterm or termsrequired by the Codeor
regulations, in addition to other penalties, shall be guilty of
amisdemeanor and punished by afineof not morethan $500
or imprisonment for aterm of not more than 6 months, or
both penalties, plus the costs of prosecution.

If any per son voluntarily failstofiletheabove mentioned
return or declaration (withinthetermsrequired by the
Codeor regulations) with theintentiontoavoid or defeat
any tax imposed by the Code, in addition to other
penalties, shall beguilty of afelony and punished by a
fine of not morethan $20,000 or imprisonment for a
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fixed term of 3 years. If there were aggravating
circumstances, theestablished fixed jail penalty may be
increased to a maximum of 5 years; if there were
extenuating circumstances, it may be reduced to a
maximum of 2years, or both penalties, at thediscretion
of theCourt, plusthecostsof prosecution.

Line24-Amount paid with thisreturn

Makethe check or money order payableto the Secretary
of the Treasury. I ndicate the employer'sidentification
number and Form 480.20 or 480.10, asapplicable, on
thecheck or money order.

If you decideto pay in cash, you can do it at any of our
Internal Revenue Collections Offices. Make sure to
obtain an official receipt from the Collector at thetime of
payment.

If you filed the return after the filing due date or you
requested an extension of time but did not pay the total
amount due, you must compute the applicable interest
and surcharges, from the filing due date to the date on
which thereturn wasfiled.

PART IV - GROSS PROFIT ON
MANUFACTURE AND OTHER INCOME

SALES,

Enter manufacturing and sales costs, aswell asthe gross
profit from sales. Check the applicable box to indicate
your inventory appraisal method at the beginning and
end of the year.

Itemizein Part V1 of thereturn theother direct costsshownon
line 5. Note that the flexible depreciation of assets used in
manufacture will beincluded as other direct cogtsin Part 1V,
line5andPart VI, line 10. Theflexible depreciation of assets
other thanthe onesused in manufacturing, must beenteredin
PartV,line39.

Enter on line 12 the eligible interest that you elected to pay
taxes at theregular tax rates, among others.

Enter on line 15 the gainsfrom distributabl e share on the
net income from special partnerships.

Enter on line 16 the distributable share on the net loss
from specia partnerships. To claimthisloss, ScheduleR
- Specia Partnership must be completed and included
with thereturn.

Thelossesof apartner in one or morespecia partnerships
are allowable as a reduction against other income, but
only up to theamount of the adjusted basi s of the partner’s
interest in the corresponding partnership and limited to
50% of the taxpayer’s net taxable income, determined
without taking into consideration such loss.
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The adjusted basis limitation will be computed for each
Special Partnership in which you invested.

If the deduction allowed to the partner for any taxable
year islessthan the distributabl e share on the partnership's
net loss, the partner may claim such excessasadeduction
in any following taxable year, subject to thelowest of the
limitations previously mentioned.

Enter on line 17 the amount determined on Schedule S
Corporation and Partner ship- Farming Business. Incase
that the agricultural activity isnot the principal source of
income, any loss incurred may only be carried against
any incomederived from the agricultural activity.

PART V - DEDUCTIONSAND NET OPERATING
INCOME (OR LOSS)

Enter the deductions related to your operations on lines
21 through 47. Following we provide information about
some of those deductions.

Line21- Compensation toofficersor partners

Enter the compensation paid or accrued to all officersor
partners of the corporation or partnership and detail in
Part X of thereturn.

Line29- Interest

Enter the interest paid or accrued during the year. In
case of a financial institution, no deduction shall be
allowed for that portion of exempt interest expenses
attributable to exempt obligations acquired after
December 31, 1987.

Line32- Other taxes, patentsand licenses

Submit a schedul e of the excise taxes, licenses or other
taxespaid.

Line35- Meal and entertainment expenses

You may deduct 50% of the expenses actually paid or
incurred, up to alimit of 25% of the gross income for the
taxable year, for meal and entertainment expenses directly
related with your trade or business or with the production of
income. You cannot include as part of such expenses, the
itemsthat do not constitute ordinary and necessary expenses
of your trade or business.

No deductionsshall be allowed for meal and entertainment
expenses considered extravagant or sumptuous.

Line 38 - Contributionsto pension or other qualified
plans

Enter the contributed amount to pension, profit sharing
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or other qualified plans approved by the Secretary of the
Treasury. Thisdeduction issubject to certain limitations.

To claim this deduction, you must submit with the return
certaininformation required by the regulations under the
Code.

Line39- Flexibledepreciation

Enter the amount of flexible depreciation you are entitled,
and submit copy of the authorization for the flexible
depreciation option.

Thedetail of theflexibledepreciation will beincludedin
Part (b) of ScheduleE - Depreciation.

Line40-Accelerated depreciation

In order to be entitled to this deduction, an election to
use the Accelerated Depreciation Method must be
exercised with thereturn. Said election may be exercised
only with respect to property acquired during taxable
years beginning after June 30, 1995. Once the option is
exercised, itisirrevocable.

This depreciation method does not apply to automobiles,
property used outside Puerto Rico, property used by exempt
entities and property used totally or partidly in activities
under thelndustria IncentivesActs, Tax IncentivesAct and
Tourism Incentives Act, Tourism Development Act,
Agricultural Tax IncentivesAct, or any other act of similar
nature or to intangible property.

Thedetail of accelerated depreciation shall beindudedin
Part () of ScheduleE - Deprediation.

Line4l- Current depreciation and amortization

Submit adetail of thecurrent depreciation, improvement
depreciation and amortization in Parts(a), (d) and (e),
respectively, of ScheduleE - Depreciation.

The maximum basisto depreciate an automobile acquired
and used in atrade or business or for the production of
income, is$25,000. Thisruleappliesasotofinancial leases.

In case of an ordinary lease, the amount of the rent paid
during thetaxable year, excluding financial charges, shall
be considered as current depreciation.

For depreciation purposes, the useful life of an automobile
used exclusively in salling activitiesis 3 years, and 5 years
for every other automobile.

The$25,000 basislimitation and useful lifeterm do not apply
to those automobiles acquired by corporations or
partnerships engaged in the leasing, or transportation of
passengers or freight businesses.
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Also, adeduction for goodwill amortization isgranted, as
long asthe goodwill ispurchased from third partiesduring
taxable years beginning after June 30, 1995. Thededuction
will be determined using the straight-line method and an
useful lifeof 15 years.

Line42- Bad debts

Enter the accounts receivable that are considered
uncollectible. For taxable yearsbeginning after June 30, 1995,
the corporations and partnershipswill not be ableto usethe
reserve method to compute the deduction for bad debts.
Instead, they may claim adeduction only for the debts that
become uncoallectible within the taxable year (direct write-
off method).

Line43- Charitablecontributions

A corporation or partnership may deduct an amount
which does not exceed 5% of the net income computed
without the benefit of this deduction, for contributions
madeto:

% the Commonwealth of PuertoRico, the United States
or any state or territory, exclusively for public
purposes,

% acorporation, trust or community fund, or foundation
created or organizedin Puerto Rico or inthe United States
that operates exclusively for religious, charitable,
scientific, veteran rehabilitation services, literary or
educational purposes or for the prevention of cruelty to
children, aslong as no part of its earnings inuresto the
benefit of any private shareholder or individua;

% posts or organizations of war veterans or auxiliary
unitsorganizedin Puerto Rico or in the United States.

Charitable contributions in excess of 5% may be carried
forward to the following 5 taxable years, in chronological
order, but the deduction in each one of said following 5
taxable years shall not exceed 5% of the net income
determined without the benefit of said deduction.

In case that a charitable contribution is made to the
Educational Foundation for Free Selection of Schools,
you may claim on thislinethe excess of $500 not claimed
asacredit against tax, subject to thelimitations established
by the Code.

The contributions made to a municipality that conducts
an activity or event of cultural or historic value, ascertified
by the Institute of Puerto Rican Culture or the Cultural
Center from each municipality, or that makes possiblethe
realization of any cultural or historic work, may be claimed
as charitable contributions. The contributed amount shall
be $50,000 or more, and must be madein connection with
the celebration of the centennial foundation of the
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municipality. Thetotal of said contributionsisnot subject
to the limitations provided by the Code.

Line44- Repairs

On thislineg, claim the expenses which constitute repairs
and not improvements to the assets of the corporation or
partnership. Excessiverepair expenseswill be subject to
investigation.

Line 45 - Deduction for employers who employ
handicapped persons

Enter $400 for each severely handicapped person
employed for at |east 20 hours per week during ninemonths
of thetaxableyear. Thedeductionisallowed for amaximum
of 5 severely handicapped persons. In force regulations
of theVocational Rehabilitation Program of the Department
of the Family will be used to determine the severely
handicapped condition.

Toclaim thisdeduction, thefollowing must be submitted
withthereturn:

1) acertificationindicating that the handicapped person
has been employed at least during 9 months of the
taxable year for which the deductionis claimed, and

2 acertification issued by the Secretary of the
Department of the Family stating that, in accordance
toitsrules and procedures, the person for whom the
deduction is claimed is a severely handicapped
person.

Line 46 - Contributions to educational contribution
accountsfor theemployees beneficiaries

Enter the amount of contributions to educational
contribution accounts for the employees' eligible
beneficiaries up to the maximum amount of $500 for each
beneficiary, as provided by law. Employer's contributions
will be considered as ordinary and necessary expenses of
the industry or business, and can be deducted as such in
theyear they are made. This contributionsmust beincluded
as part of the employee's income by the employer in the
year they are made, and can be claimed as adeduction by
the employee in the same year. The trust's constitutive
instrument must state that the participants will be those
individuals that through a contract or application claim
the benefits provided by such trust.

For additional details, refer toAct No. 409 of October 4,
2000.
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Line47 - Other deductions

Every employer may claim annually as an operating
expense of the industry or business, an amount equal to
amonth of salary for each employee to which you have
granted the right to nurse their babies or express their
maternal milk during 30 minutes or two periods of 15
minutesdaily.

Every business or industry established or to be established
in the “Peninsula de Cantera’ within the next five years
beginning from December 25, 2002, will beentitledtoclaim
an additional deduction for salaries paid, equivaent to
5% of the minimum applicable salary of each new
employment created within this period (Act No. 20 of July
10, 1992, asamended).

Those expensesitems for which Part V does not provide
specific lines, will be totalized and entered as Other
Deductions. Submit with thereturn a scheduleitemizing
thosedeductions.

No deductionswill bedlowed for expensesconnected with the
ownership, use and maintenance of vessds, except for the
expensssof vessd sengagedincommerdid fishing, trangportation
or commerdid touriam.

PART VI -OTHERDIRECT COSTS

Enter the Other Direct Costs. The total of these costs
should be entered on line 14 of this part and shall be
equal totheamount in Part 1V, line 5 of the return.

PART VII,VIIIANDIX -COMPARATIVE BALANCE
SHEET,RECONCILIATIONOFNET INCOME (OR
LOSS) PER BOOKSWITH NET TAXABLEINCOME
(OR LOSS) PER RETURN AND ANALYSIS OF

RETAINED EARNINGS PER BOOKS OR
RECONCILIATIONOFDISTRIBUTABLE PROFIT
AMONGPARTNERS

These statements must be completed in all of itspartsin
order for the return to be considered filed. Therefore,
you cannot submit these statementsin loose sheets. Any
return that do not comply with theserequirementswill
bereturned.

The amount in Part V111, line 10 (Reconciliation of net
income (or loss) per books with net taxable income (or
loss) per return) must be the same amount as the one of
Part 11, line 5 of thisreturn.

PART X - COMPENSATION TO OFFICERSOR
PARTNERS

Include in this part the compensation received by the
officers of the corporation or the partners of the
partnership from salaries or other allowances. Enter the
amount claimedin Part V, line 21 of thereturn.

14

PART XI - QUESTIONNAIRE

Enter al the information required in the questionnairein
order to process this return.

SIGNATUREAND OATH OFTHERETURN

The return must be signed and sworn before a notary by
the president, vice president or other principal officer
and by the treasurer or assistant treasurer in case of
corporations; and by the managing partner in case of
partnerships.

INCOMPLETERETURN

The return must be completed in all of its parts. All the
information of the Income Statement, Balance Sheet,
Reconciliation of Net Income (or Loss) per Bookswith
Net Taxable Income (or Loss) per Return, and Analysis
of Retained Earnings per Books or Reconciliation of
Distributable Profit Among Partners must be detailed.
Returnsthat donot comply with thisrequirement will
beconsidered asnot filed.
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INSTRUCTIONS TO COMPLETE THE SCHEDULES

SCHEDULEA CORPORATIONAND
PARTNERSHIP-ALTERNATIVEMINIMUM TAX

WHAT ISTHEALTERNATIVEMINIMUM TAX?

TheAlternative Minimum Tax isan additional tax which
is imposed when the net income, adjusted by certain
preferential items, exceedsthe exempt amount of $50,000.
Thetax ratefor thistaxis 22% over said net income.

WHICH ENTITIES ARE SUBJECT TO THE
ALTERNATIVEMINIMUM TAX?

Every corporation or partnership engaged in trade or business
in Puerto Rico, includinginsurance companies. Inaddition, this
applies to those corporations or partnerships operating under
the Puerto Rico Tax Incentives Act or under any other similar
act, with respect tothat portion of incomederived fromtaxable
operations.

Thefollowing entitiesarenot subject tothedternaiveminimum
tax: (1) foreign corporations and partnerships not engaged in
trade or business in Puerto Rico; (2) specid partnerships,; (3)
registered investment companiestaxable under the provisions
of Subchapter L of the Code; (4) corporations or partnerships
operating under Act No. 8 of January 24, 1987 or under any
other similar act, but only onitsincomederived fromitsexempt
operations; (5) exempt real estate investment trusts; (6)
corporations of individuas; (7) corporations and partnerships
under theprovisionsof TourismActs, (8) bonafidefarmers; (9)
employees-owned specia corporations and ordinary and
extraordinary members.

Prepare and file this schedule with the income tax return,
even though noamount may result subject totheimposition
of thealter nativeminimum tax.

PART | -ADJUSTMENTSINTHE COMPUTATION OF
THE ALTERNATIVE MINIMUM NET INCOME
BEFORE BOOKSADJUSTMENTSAND OPERATING
LOSSES

Line 1- Enter the net income prior to any net operating loss,
considering the credit alowed by the Code in relation to
dividendsreceived from domestic corporationsor partnerships,
or fromindustrid development incomeand excluding the net
capital gainthat you elect to pay taxesat the special tax rates
of 7%, 12.5% and 25%. Addlines2and5of Form 480.100r
480.20, and subtract lines 32, 33 and 34 of Schedule D
Corporation and Partnership, as applicable. Another
aternativefor thiscomputationisadding line 35 of Schedule
D Corporation and Partnership and line 2 of Form 480.10 or
480.20.
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Line 2 - Enter on lines 2(a) through 2(e) the adjustments
to determinetheAlternative Minimum Net Incomeprior to
book adjustments and operating losses. If the adjustments
to determine the Alternative Minimum Net Incomein Part |
exceed the amount used to determine the regular tax, the
difference(negetive) iscons dered adeduction. Onthecontrary,
if the amount used to determine the regular tax exceeds the
adjustments, the difference (positive) will be reflected asan
additional adjustment to the net income.

Line2(a) - If you used the flexibl e depreciation method to
computeyour regular tax, determinethe depreciation using
the straight-line method and enter here the difference
between both methods.

Line2(b) - If you areamerchant in personal property and
reported gains through a sales installment plan for the
regular tax, you must recognize the gain (or loss) in its
entirety for the year in which the personal property was
sold. Enter on this line the difference between both
methods.

Line 2(c) - If you used the completed contract accounting
method to report the income (or loss) derived from
construction of projects, and such activities exceeded one
year, recomputeyour profit (or loss) under the percentage of
completionmethod. Enter onthislinethedifference between
both methods.

Line2(d) - If the corporation or partnershipisafinancial
institution, determine the amount of interest expense not
allowable as a deduction attributable to interest income
derived from exempt obligations, irrespective of the date
of itsacquisition.

Thiswill be made based on the average balance ratio of
assets of the institution. The adjustment does not apply
to exempt obligations related to mortgage loans granted
or guaranteed prior to September 1, 1987 by the
Commonwealth of Puerto Rico, itsagencies, municipalities
and instrumentalities, which interest would have been
deductible from the gross income to determine the tax
imposed by Act No. 34 of June4, 1975, as amended.

Line 2(e) - If you used the accelerated depreciation
method to determine the regular tax, compute the
depreciation using the straight-line method. Enter onthis
line the difference between both methods.

PART Il -ADJUSTMENT FORTHE EXCESSOF THE
NET INCOMEPERBOOKSOVERTHEALTERNATIVE
MINIMUM NET INCOMEBEFOREADJUSTMENTS

Line4- Enter your netincome (or l0ss) asper your Income
Statement. For this purpose, | ncome Statement meansa

R

NOWWO,
W
0

2003

QEASUR,

#70 rICO

&
=
trioe ¥



financial statement that reflects the results of the
operations of the corporation or partnership for thetaxable
year, accompanied by aBalance Sheet and a Statement of
Cash Flows. The statements must be prepared in
accordance with the generally accepted accounting
principles, and must be audited by a certified public
accountant licensed in Puerto Rico.

Line 5 - Enter the amortization expense as reported in
your financial statements for goodwill acquired prior to
June 30, 1995 or after July 1, 1995 purchased from affiliates.
Enter the difference between the goodwill amortization
expense as determined from your net income per books,
and the goodwill claimed as a deduction in the return.

Line6 - Enter the Puerto Rico incometaxes and any other
taxesonincomeor excessive profitsimposed by the United
States or any of its possessions or foreign countries,
considered directly or indirectly inyour Income Statement.
Do notincludethe amount of any tax you may haveelected
to deduct and not claim as credit as provided in the Code.

Line8- Enter thetotal of interest from exempt obligations,
but exclude the exempt interest expense or any other
expensesincurred in the acquisition or withhol ding of such
obligations.

Line 9 - Enter the totd amount received as dividends or
profitsfrom domestic corporationsand partnershipsor from
industrial development income, or tourism development
income, as defined under the Tourism Incentives Act of
1983 or the Puerto Rico Tourism Development Act of 1993,
as amended, up to the amount in which the dividends or
profits have not been included in the net incomefor regular

tax purposes.

Line 10 - Enter the net income amount from industrial
development, or derived from exempt income of tourism
development, as defined on the Puerto Rico Tourism
Incentives Act of 1983 or the Puerto Rico Tourism
Development Act of 1993. Enter also the amount of the
deduction for income derived by abonafide agricultural
business.

Line 11 - Enter any book income (or loss) from the
operations of a subsidiary included in the Income
Statement recognized under the equity method, for
accountability of the investment in the subsidiary.

Line 12 - Enter theamount of thereservefor the payment
of catastrophic losses required by Chapter XXV of Act
No. 77 of June 19, 1957, asamended.

Line 13 - Enter the net long term capital gain that you
elected to pay taxes at the special tax rates of 7%, 12.5%
and 25% (lines 32, 33 and 34 of Schedule D Corporation
and Partnership, as applicable).

16

Line16- Subtract line3fromline 15 (but not lessthan zero).
Thisisthe excess of the Adjusted Net |ncome per books
over the Alternative Minimum Net Income.

PART Il -COMPUTATION OFTHEALTERNATIVE
MINIMUM NET INCOME

Line 19 - Enter your net operating | oss deduction to be used
in the determination of the aternative minimum tax. The
amount of thisdeduction cannot exceed 90% of thedternative
minimum net income determined without considering this
deduction. Any excessof net lossmay becarried over toeach
oneof thefollowing 7 taxableyears. Thenet operating loss
will be adjusted as established by the Code.

Line21 - Theadternativeminimum tax alowsan exemption
of $50,000if thedternative minimum netincomeis$500,000
or less. That exempt amount is reduced by 25% (but not
less than zero) of the excess of the alternative minimum
net income over said amount. If your alternative minimum
net income is $700,000 or more, you are not entitled to
claim any exemption.

To determine the exempt amount follow theinstructions
below:

A. Maximum exempt amount $50,000
B. Total line 20

C.Less $500,000
D. Excessof lineB overlineC ( )

E. Multiply line D by 25%

F. Thisisyour exempt amount
(Subtract line A from line E)

PART IV-COMPUTATION OF THEALTERNATIVE
MINIMUM CREDIT FOR FOREIGN TAXESPAID

Line25- If line18islessthan $500,000, the exempt amount
is $50,000. If line 18 exceeds $500,000, but less than
$700,000, the exempt amount will be $50,000 less 25% of
the excess over $500,000.

Line 30 - Compute your credit for foreign taxes paid
according to the Code. Use the formula indicated and
adjust the net income by the adjusted items specified in
the Code. Theformulaisasfollows:

Alter native Minimum Net I ncomefrom sour cesoutside
Puerto Ricodivided by Total Alter native M inimum Net
Incomeand multiplied by the Tentative M inimum Tax.

Any increaseto theAlternative Minimum Net Incomedueto

the adjustment for theexcess of netincome asper the INCOMe esus,

OWWQ,
‘,& &3
o

#70 rICO

3 &
rior ©

2003



Statement, will havethe same proportion and character of the
Alternative Minimum Incomedetermined without considering
such incresse.

The determined credit is subject to an additional limitation.
It may bereduced up to 90% of the Tentative Minimum Tax
(line 23) without considering the deduction for net
operating loss used in the determination of the alternative
minimum tax. Determine the credit limitation amount on
lines23through 30. Any credit amount not claimed in the
taxableyear can becarried over tothefollowing5years.
No part of the credit may be carried back.

PARTV - COMPUTATIONOFTHEALTERNATIVE
MINIMUM TAX

Line 32 - The adjusted regular tax isthe same asthe regular
tax (Form480.10 or 480.20, Part 111, line 13) lessthecreditable
proportion of tax paid to the United States, its possessions
and foreign countries (Schedule B Corporation and
Partnership, Part 11, linel).

SCHEDULE B CORPORATIONAND PARTNERSHIP-
RECAPTURE OFINVESTMENT CREDIT CLAIMED

INEXCESSTAXCREDITS ANDOTHERPAYMENTS
ANDWITHHOLDINGS

Use this schedule to determine the recapture of
investment credit claimed in excess, the tax credits, and
other payments and withholdings.

PART | - RECAPTURE OF INVESTMENT CREDIT
CLAIMEDINEXCESS

In colums A, B and C you must enter the name and the
employer'sidentification number of the entity to which the
investment credit claimed in excess belongs, and check the
box that i dentifiesthe act that regul atestheinvestment made.

Enter the credit claimed in excessin previous years as a
result of the intervention of the Secretary or Director of
the Agency or Department, or the Board who regulates
each of the following acts: Puerto Rico Tourism
Development Act (Act No. 78 of September 10, 1993, as
amended), Solid Waste Authority Act (Act No. 70 of June
23, 1978, asamended), Agricultural IncentivesAct (Act
No. 225 of December 1, 1995, as amended), Capital
Investment Fund Act (Act No. 3 of October 6, 1987, as
amended), Act for the Creation of the Theatrical District
of Santurce (Act No. 178 of August 18, 2000), Act for the
Development of the Film Industry (Act No. 362 of
December 24, 1999), Act for Tax Credit from Investmentin
Housing Infrastructure (Act No. 98 of August 10, 2001), Act for
Tax Creditsfor Invesment inthe Congtruction or Rehabilitation
of Renta Housing Projects for Low or Moderate Income
Families(ActNo. 140 of October 4,2001) andAct for Creditto
Investorsinan exempt businessthat isinthe processof closing
itsoperationsin Puerto Rico (Act No. 109 of August 17, 2001).
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Thetota investment carried out by the exempt businessinthe
project issubject to the revision of the Secretary or Director of
eachAgency or Department, or the Specid Work Board (Board)
in caseof the Theetrical Didrict of Santurce. If theinvestment
credit claimed by the investors exceeds the investment credit
computed by the Secretary, the Director or theBoard, thisexcess
shdl bedue asincometax. In some cases this debt must be
paid by theinvestorsin one instalment, and in other casesin
two ingtalmentsbeginning with thefirst taxableyear following
thedateinwhichtheunfulfillment or revocation of thecreditsis
determined or any other date provided by law. The Director,
other Secretaries or the Board will notify the Secretary of the
Treasury the excess of credit claimed by theinvestors.

Theprovisionsof credit recapturepreviousy mentioned
will not apply to participantsand investor sthat arenot
developersin aproject under the Tourism Development
Act or the Solid WasteAuthority Act.

Ontheother hand, the provisionsof credit recapture
under theAgricultural Tax I ncentivesAct will apply to
participantsor investorsin agricultural businesses.

In case of condohotels, the integrated leasing program
operator must file an annual report to the Director and to
the Secretary identifying the participant units in the
integrated leasing program. Said report must indicate the
participation beginning date of the participant units, as
well asthe date or datesin which one or more units were
withdrawn from the program.

Incaseof Act No. 178 of 2000 (theatrica business), Act 140 of
2001 (renta housing), andAct No. 109of 2001 (businessdosing
operations), if any unit or business is withdrawn from the
program, ceaseitsoperationsor do not comply with any of the
requirements provided by the corresponding law before the
expirationof the10year period or other period provided by law,
theinvestor will oweasincometax an amount to be computed
asprovided by law or asfollows, asapplicable:

Income Tax Total investment Balance of the
owed = credit clamed x 10 year period
for the unit or business 10

The income tax amount owed must be paid in one or two
instalments, whichever applies, beginningwiththefirs taxable
year following the date of thewithdrawal of theunit, thefirst
taxable year following the cease of operations or any other
date provided by law.

Line 1 - Enter the total excess of credit notified by the
Director, the Secretary or the Board, or in the case of
condohotels, theatrical business, business closing
operations or rental housing projects for low income
families, the total of income tax debt according to the
formula previously mentioned or established by law.
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Line 3 - Multiply line 1 by 50% and enter the result.
Transfer the resulting amount to Part 111, line 14 of the
return. If part of the excesswas paid inthe previousyear,
enter the balance owed.

On this line you must also include the recapture of
investment credit claimed in excess related to any of the
following laws: housing infrastructure act and rental
housing act.

Line4 - If thisisthefirst year that you make the recapture,
subtract line3fromline 1 and enter the difference. Thiswill
be the tax debt to be paid for next year. If thisisthe second
year of recapture, subtract lines2 and 3fromline 1.

PART 11 -TAX CREDITS

Line2 - Enter the credit portion attributabl e to dividends
received from industrial development income,
corresponding to the 3% of the investment made by the
subsidiary in the acquisition, construction and expansion
of buildings and other structures used in manufacture,
which exceeds the investment in such properties
possessed by the subsidiary as of March 31, 1977.

If the corporation has not enjoyed atax exemption under Act
57 of 1963, Act 26 of 1978 or Act 8 of 1987 for two taxable
years, thecredit will be granted to the parent corporation for
theincrease in investment made by the subsidiary after the
end of the second year of the tax exemption.

In order to be entitled to such credit, theinvestment must
bemade prior to January 1, 1993.

Thiscredit may becarried over to subsequent taxableyears.
However, investments made in real property to obtain the
waiver established on paragraph 6(a) of Section4 of Act 8
of 1987, cannot be used for purposes of this credit.

Line3 - Enter the amount determined on Schedule Q.

Toclaimthiscredit you must submit with thereturnthe
following:

1) SchedulesQ and Q1 duly completed.

2) A document indicating or showing the credit earned for
the investment in the different capital investment funds
or direct investments, such as Solid Weste Facilities, Tax
Incentives, Agricultural Incentives, Thegtrica District of
Santurce, Feature FIms, aswell asTourism Devel opment
Fund.

3) Copy of the certification issued by the regulatory
agencies.

4) Copy of the natification or svorn statement issued by the
regulatory agency to inform the credit digtribution.
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Line5 - Enter the contributions made, up to $500, to the
Educational Foundation for the Free Selection of Schools.

The contributions made in excess of the allowed credit
will be granted as a deduction under charitable
contributions, up to the limitations established in the
Code.

Toclaim thiscredit, acertification from the Educational
Foundation or copy of the canceled check must be
submitted asevidence of thecontribution made.

Line6- Enter ascredit thedternativeminimumtax paid and
not used in previous years. To be entitled to this credit, the
regular tax for theyear must exceed thedternative minimum
tax for suchyear, and thedternative minimumtax for previous
years must have been paid. The credit must be determined
asfollows:

1 Regular Tax (Patlll,line1lof the
returnlessPartll, linelof Schedule
B Corp. and Part.)

2 Less Tentative Minimum Tax
(Part V, line 31 of Schedule A
Corp. and Part.)

3. Regular Tax Subject to the
Credit (Subtractline2 fromline
D

4. Alternative Minimum Tax
Credit Paid in Previous Years
(Linel6or 17, whichever applies,
of thereturn from previousyears,
which has not been used)

5. Credit to be Granted (The
smaller of line3 or line 4)

If line4 exceedsline 3, thebalancewill becarried forward
tofutureyears.

Line 7 - Enter the tax credit acquired during the year
through the purchase, exchange or transfer made by the
investor or participant of the primary investor. See
instructions of Schedule Q for the percentages and
limitationsto claiminthereturn.

To claimthiscredit, thetransferor and the transferee must
submit a sworn statement notifying the transfer to the
Secretary. The sworn statement must be submitted with
their income tax returns in the year in which the
transaction takes place.

Line 8 - Enter the amount of the credit to be claimed for
theinvestment in aFilm Entity engaged in aFilm Project
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and/or Infrastructure Project under Act No. 362 of
December 24, 1999.

Inthe case of aninvestment inaFilm Entity engagedina
Film Project, the credit will be 40% of those amounts of
the budget paid to residents of Puerto Rico, but this
amount cannot exceed 50% of the capital contributed in
cash to the Film Entity in exchange of stocks or shares
issued in aprimary issuance.

In the case of an investment in aFilm Entity engaged in
an Infrastructure Project, the credit will be the smaller
between: 40% of the investment contributed in cash to
the Film Entity in exchange of stocks or sharesissuedin
a primary issuance or 20% of the Infrastructure Project
budget.

All tax credit not used in the taxable year can be carried
over to following years until it is completely used.

To claim said credits you must submit the following
evidence:

1) thelicense of the Film Entity where you invested;

2 notification madeto the Puerto Rico Commissioner of
Financial Institutions (Commissioner), to the
Secretary of the Treasury and to the investors
regarding the credits distribution;

3 certificate from the Accountant regarding the expenses
disbursed of the Budget or indicating that the Bond was
placed, according to the case; and

4) in the case of cessionaries, notification made to the
Secretary of the Treasury and to the Commissioner.

For more details refer to Act No. 362 of December 24,
1999,

Line 9 — Enter the amount of the credit for infrastructure
investment to developers of housing projects,
recommended by the designated officials of the Housing
Department and the Department of the Treasury. It
consists of two parts:

m  credit for infrastructure investment which benefits
social interest or middle class housing projects that
belongs to the petitioner, and

m  credit for infrastructure investment required by a
governmental agency which benefits housing
projects or other projects that do not belong to the
petitioner, or in which the petitioner, its stockholders,
partners or persons do not have a majority
proprietorship interest.
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The amount of the credit will be:

®  75% of the infrastructure’s cost that benefits social
interest housing projects of the petitioner;

= 50% of theinfrastructure’s cost that benefits middle
class housing projects of the petitioner; and

= 100% of the infrastructure’s cost that benefits
housing projects and other projects that do not
belong to the petitioner.

The petitioner must file an application with the Housing
Department, with copy to the Department of the Treasury.

Thecredit will beavailable:

= Oncetheinfrastructure work and the housing project
iscompleted;

" The Secretary of the Housing Department certifies
the investment;

®  The Secretary of the Treasury certifies the
availability of the credit; and

= The infrastructure work be completed within a
maximum term of 3 yearsfromthe datein whichthe
Secretary of the Housing Department issues the
corresponding Approval Certification.

Every credit not used in a taxable year may be carried
over to subsequent years, until totally used.

For additional details refer to Act No. 98 of August 10,
2001 and itsregulations.

Line 10— Enter the amount of credit for investment in the
construction or rehabilitation of rental housing projects
for low or moderateincomefamilies.

Every owner of arental housing project for low or moderate
income families may qualify for atax credit of $0.50 for
every $1.00 of eligible investment used in a new
construction or substantia rehabilitation of housing units
for rent tolow or moderateincomefamilies.

The petitioner must file an application with the Housing
Finance Authority.

The tax credit may be used once a credit certification
guarantees the following:

=  The total construction or rehabilitation has been
completed within the term provided by law;

= Theédligible investment was realized as established
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substantial rehabilitation of the housing project asit
was submitted by the petitioner in the application;
and

®  Thetotal housing units have been rented to low or
moderate income families within the term provided
by law.

Every credit not used in the taxable year may be carried
over to subsequent years, up to a maximum of 10 years.

For additional detailsrefer to Act No. 140 of October 4,
2001 and itsregulations.

Line 11 —Enter the amount of the credit for investment in
a exempt business that is in the process of closing its
operations in Puerto Rico. Every investor may claim an
industrial investment credit equal to 50% of its eligible
investment.

The credit must be claimed in two installments: the first
half in the year that the eligible investment was made,
and the balance in subsequent years.

Every investor must request an Administrative
Determination to the Secretary of the Treasury before
claiming theindustrial investment credit.

Every industrial investment credit not used in the taxable
year may be carried over to subsequent years, until totally
used.

For additional detailsrefer toaAct No. 109 of August 17,
2001

Line 13 - Enter 50% of contributions made to the Santa
Catalina's Pal ace Patronage (Patronage). However, such
credit cannot exceed $250,000 for taxableyear 2003.

To claim thistax credit you must submit the certification
issued by the Patronage evidencing that the contribution
was made and accepted.

Such part of the credit not used in the taxable year in
which the contribution was made, may be carried over to
subsequent years, until totally used.

Remember that contributionstothe Patr onagegener ate
atax credit. Therefore, such contribution cannot be
claimed as part of the deduction for charitable
contributions.

Line 15 - Enter thetotal amount of other incometax credits
not included on the preceding lines. If thislineincludes
credits from different concepts, you must submit a
schedul e showing abreakdown of such credits. You must
also submit documents or evidences to support such
credits.
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PART 111 -OTHER PAYMENTSANDWITHHOLDINGS

Enter on lines 1 through 7, the amount of tax paid or
withheld concerning the types of income described on
these lines.

Line5 - Enter the amount withheld over payments for
services rendered. In order to claim this credit, you must
submit Form 480.6B. If you cannot submit it, you must
submit a sworn statement indicating the name, address,
employer'sidentification number and telephone number
of the person who made the deposit or payment, as well
asthe total amount of the deposits and the tax withheld.

Line7- Enter thetax withheld at sourceon eligibleinterest
if you exercised the option to pay the special tax rate of
10%. You must submit with your return Form 480.6B.

SCHEDUL EB1CORPORATIONAND PARTNERSHIP
— CREDIT FOR PURCHASE OF PRODUCTS

MANUFACTURED IN PUERTO RICOAND PUERTO
RICANAGRICULTURAL PRODUCTS

PART | —~CREDIT FOR PURCHASE OF PRODUCTS
MANUFACTURED IN PUERTO RICO (SECTION
1040C)

Section 1040C of the Code provides a credit against the
incometax to those manuf acturing businesses (except those
with a tax exemption decree) that purchase products
manufactured in Puerto Rico, including component parts
and accessories. The credit will be equa to 25% of the
increasein the purchases of such productsduring thetaxable
year in which the credit is claimed, over the average of the
purchases of such products during the previous 3 taxable
years, or that part of such period that may be applicable.

The credit may be used to reduce up to 10% the tax of the
manufacturing business.

Enter in the spaces provided for each manufacturing
businessfrom which the productswere acquired the name,
employer'sidentification number, manufacturing business
identification number and the value (cost) of each
purchase. In case of manufacturing businesses with atax
exemption decree, the manufacturing business
identification number will be the decree number. If the
business does not have a decree, enter the number
assigned by the Industrial Development Company. The
eligible business must keep the necessary records
evidencing the value of the purchases for which the credit
is claimed. Do not include purchases of products that have
been manufactured in Puerto Rico by businesses related
with the business claiming the credit.

Line6—Enter theamount of the credit carried from previous
years not used due to the 10% limitation. Submit adetailed
schedule showing the breakdown of said carry forward.
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PART I —-CREDIT FOR PURCHASE OF PRODUCTS
MANUFACTURED IN PUERTO RICO FOR
EXPORTATION (SECTION 1040D)

Section 1040D of the Code provides a credit to every
eligible business that buys, directly or through related
persons, products manufactured in Puerto Rico to be
exported and sold outside of Puerto Rico for their useand
consumption in the exterior. The amount of the credit is
10% of the increase in the purchases of products
manufactured in Puerto Rico during the taxable year in
which the credit is claimed, over the average value of the
purchases of such products made during the previous 3
taxable years, or that part of such period that may be
applicable.

Eligible businesses are those engaged in trade or business
in Puerto Rico which are not under any tax incentives act
or similar acts.

Thiscredit may be used to reduce up to 25% the tax of the
eligible business.

Enter inthe spaces provided for each manufacturing business
from whichyou acquired the products, the name, employer's
identification number, manufacturing businessidentification
number and the value (cost) of each purchase. In case of
manufacturing businesseswith atax exemption decree, the
manufacturing business identification number will be the
decree number. If the business does not have adecree, enter
the number assigned by the Industrial Development
Company. The €eligible business must keep the necessary
records evidencing the val ue of the purchasesfor which the
creditisclamed. Do not include purchasesof productswhich
have been manufacturedin Puerto Rico by personsrelated
to the eligible business and by manufacturing businesses
which havedirectly or through rel ated persons, aninvestment
in the exterior in excess of $10,000,000.

L ine6—Enter theamount of thecredit carried from previous
yearsnot used dueto the 25% limitation. Submit adetailed
schedule showing the breakdown of said carry forward.

PART 111 -CREDIT FOR PURCHASE OF PRODUCTS
MANUFACTURED IN PUERTO RICO FORLOCAL
SALEAND CONSUMPTION (SECTION 1040E)

Section 1040E of the Code providesacredit to every dligible
business that buys products manufactured in Puerto Rico
and which are sold locdlly for their use or consumption in
Puerto Rico. The credit is 10% of the increase in the
purchases of products manufactured in Puerto Rico during
the taxable year in which the credit is claimed, over the
average of the purchases of such products made during the
previous 3taxableyears, or that part of such period that may
beapplicable.
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Eligible business is every enterprise engaged in trade or
business in Puerto Rico whose annual sales volume does
not exceed $5,000,000.

Thiscredit may be used to reduce up to 25% the tax of the
eligible business.

Enter in the gpaces provided for each manufacturing business
from which you acquired the products, the name, employer's
identification number, manufacturing business identification
number and the value (cost) of each purchase. In case of
manufacturing businesses with a tax exemption decree, the
manufacturing businessidentification number will bethedecree
number. If thebusinessdoesnot haveadecree, enter thenumber
assigned by the Industrid Development Company. Thedigible
businessmust keep the necessary recordsevidencing thevalue
of the purchasesfor which the creditisclaimed. Do notinclude
purchasesof productswhich havebeen manufacturedin Puerto
Rico by personsrelaed to the digible business.

Line 6 - Enter the amount of credit carried from previous
yearsdueto the 25% limitation. Submit adetailed schedule
showing the breakdown of said carry forward.

PART IV -CREDIT FORINCREASE INPURCHASESOF
PUERTO RICAN AGRICULTURAL PRODUCTS
(SECTION 1040F)

Section 1040F of the Code provides a credit to every
eligible business that increases the purchases of Puerto
Rican agricultural products in substitution of imported
productsfor local sale.

Thecreditwill benot lessthan 5% and up toamaximumof 20%
of theincrease in the purchase vaue of agricultural products
harvested, produced and eaborated in Puerto Rico during the
taxableyear inwhich thecreditisclaimed, over theaverage of
the purchases of such products during the previous 3 taxable
years, or that part of such period that may be gpplicable.

Eligible business is the one that acquires Puerto Rican
agricultural products through a contract between such
business, the Secretary of Agriculture and an agricultural
production group promoted by the Department of Agriculture
or an Agricultural Sector organized under the Puerto Rico
Agriculture and Livestock Industry Regulating Act or with a
QudifiedFamer.

This credit may be used to reduce up to 25% thetax of the
eligible business.

Enter in the spaces provided, the name of each Agricultural
Production Group, Agricultural Sector or Qualified Farmer
from which you madethe purchases; the purchasesincrease;
the percentage granted; and the amount of each credit
according with the Tax Credit Certification issued by the
Department of Agriculture.

R
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Line 2- Enter the amount of credit carried from previous
yearsdueto the 25% limitation. Submit adetailed schedule
showing the breakdown of said carry forward.

SCHEDUL EC CORPORATIONAND PARTNERSHI P-
CREDITFORTAXESPAIDTOTHEUNITED STATES

I TSPOSSESSIONSAND FOREIGN COUNTRIES

Use this schedule to determine the portion of the taxes
paid to the United States, its possessions and foreign
countries allowable as a credit.

To claim a credit for taxes paid to the United States, its
possessions and foreign countries, it is necessary that
you:

1) Paidoraccruedincometax outsideof Puerto Rico.

2 Included taxable income from sources outside of
Puerto Rico on your Puerto Rico incometax return.

3 Submit evidence of thetax paid outside Puerto Rico
(copy of canceled checks and copy of the return
filed tothe IRS or foreign countries). If the payment
receipt or the tax return is written in a foreign
language, you must provide a certified translation of
the same.

PART | -DETERMINATION OFNET INCOME FROM
SOURCESOUT SIDE OF PUERTORICO

Linel- Enter thegrossincomefrom sourcesoutsdeof Puerto
Rico. Gross income from sources outsde of Puerto Rico is
determined by subtracting from the grossincome of the return,
theincome from sources within Puerto Rico not taxable in the
United States, its possessions and foreign countries. Therefore,
itisimportant to determinethe source of incomea themoment
of filing thereturn.

The source of income is determined asfollows:

1) Interest and dividends - It is determined by the
residence or place of incorporation of the payer.

2) Servicescompensation - It isdetermined by the place
where the services are rendered.

3 Rentsandroydties- Itisdetermined by theplacewhere
the property islocated or by the place of use, or of the
privilege of using patents, copyrights, trademarks,
goodwill and other similar property.

4) Profit on the sale of inventory - It is determined by
the placewherethetitle of goodsistransferred. There
is an exemption for the acquisition of products
manufactured outside of Puerto Rico.
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5 Profit on the sale of personal property - It is
determined by the place where the title of such
property istransferred.

6 Profit on the sale of real property - It is determined
by the place where such property islocated.

PART |1 -DETERMINATION OFNET INCOME FROM
ALL SOURCES

Determine the net income from all sourcesin accordance
to theincometax return.

PART I11 - TAXESPAID OR ACCRUED TO THE
UNITED STATES, ITSPOSSESS ONSAND FOREIGN
COUNTRIES

Indicate the payment date and the total tax paid or accrued.

If the tax was paid in aforeign currency, such tax must be
trandated to U.S. dollars at the date of the payment. A
schedule indicating the trandation to U.S. dollars must be
submitted with the return.

PART IV -DETERMINATION OF CREDIT

Determinethe credit to be claimed, and enter the amount
to which you are entitled.

I n casethenet incomesubj ect tonor mal tax isderived from
twoor morecountries, theallowablecredit with respect to
each country or possession will bedeter mined separ ately.

The amount of credit shal not exceed the same proportion
of the tax against which such credit is taken, which the
taxpayer's normal tax net income from sourceswithin such
country bearstoitsentirenormal tax net incomefor thesame
taxableyear.

Thecredit for taxespaid cannot exceed theamount paid
to the United States, its possessions and foreign
countries.

SCHEDULE D CORPORATION AND
PARTNERSHIP - GAINS AND LOSSES FROM

SALE OR EXCHANGE OF PROPERTY

Use this schedule to determine the gains or losses from
the sale or disposition of capital assets. A capital asset
may be defined as a property acquired for investment.

The term capital asset means property possessed by the
taxpayer (related or not to its industry or business), but
does not include: (a) goods in hand of the taxpayer’'s
business or other property of similar nature that can be
properly included inthe taxpayer’sinventory, if it wasin
hand at the close of the taxable year, or property possessed
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by the taxpayer primarily for the saleto customersduring
theordinary course of itstrade or business, or (b) property
used in itstrade or business subject to the allowance for
current depreciation, or real property used in itstrade or
business.

Capital gainsor losses are classified as short or long
term depending on the period held. If the assets were
held not more than 6 months, it is considered as short
term gain or loss. On the other hand, if the assets were
held for morethan 6 months, itisconsidered aslongterm
gain or loss.

To determine short and long term capital gains or |osses,
you must provide the description and location of the
property sold and complete the information in Columns
(A) through (F), Parts|, I1, I11 and IV, with respect to the
properties.

Once you determine a gain in the sale or exchange of
capital assets, you must identify the location of the
property. This information will determine, in part, the
income tax rate applicable to the long term capital gain.
For long term capital gain derived from the sale of certain
property located in Puerto Rico, the special ratewill be
12.5%. Other property not defined asproperty located in
Puerto Rico, issubject to the prevailing rate of 25%.

For purposes of sale or exchange of capital assets, the
term property located in Puerto Rico means:

8 Every real property located in Puerto Rico.

b) Stock certificates issued by domestic corporations, or
distributable share of a partner in a domestic
partnership's capitdl.

C) Stock certificates and distributable share in foreign
corporations or partnerships, when no less than 80%
of the gross income of said foreign corporation or
partnership for thethree (3) year period ended with the
close of your taxable year previous to the transaction
that generated the long term capital gain, or for such
part of said period in which the corporation or
partnership have existed, was derived from Puerto Rico
sourcesin accordance with the provisions of the Code.

d) Bonds, notes or other debt obligations issued by:
(i) The Commonwealth of Puerto Rico;

(i) municipalities of the Commonwealth of Puerto
Rico; or

(i) authorities or public corporations of the
Commonwealth of Puerto Rico and its
municipalities.
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€) Bonds, notesand other debt obligationsof anindividual
resident of Puerto Rico; or from adomestic corporation
or partnership; or guaranteed by red property locatedin
Puerto Rico.

f) Bonds, notes or other debt obligations of foreign
corporations or partnerships when no less than 80%
of the gross income of said foreign corporation or
partnership for the three (3) year period ended with
the close of your taxable year previous to the
transaction that generated the long term capital gain,
or for such part of said period inwhich the corporation
or partnership have existed, was derived from Puerto
Rico sources in accordance with the provisions of
the Code.

Theadjusted basisof theproperty isitsorigina cog, plusthe
permanent improvements, less the accumulated depreciation.
Donatincludelodging expenses(i.ehotels) nor travel expenses
(i.e arlinetickets).

Sale expenses include sales commissions,
advertisements, legal, appraisal and other similar
expenses. Do not include lodging expenses (i.e. hotels)
nor travel expenses(i.e. airlinetickets).

Also, every eligible person may el ect to pay atax of 7% on
thetotal excess of any net long term capital gain over any
net short term capital loss from the sale of sharesfrom an
eligible corporation or partnership. For this purposes,
eligible person meansany person:

(1) thatisashareholder or partner, or becameashareholder or
partner, of an digible corporation or partnership at the
moment in which said corporation or partnership makes
itsfirst socksor sharessdesoffer at theNew York Stock
Exchange, NASDAQ or any other national stock market
inthe United Sates of America, provided that the offer is
madeafter June 30, 1997 and before January 1, 2008;

(2 that became a shareholder or partner of an digible
corporation or partnership at the moment in which said
corporation or partnership makes a new issuance of
stocks or shares (including portfolio shares or stocks),
provided that the stocks or shares of such entity are
vauated at the New York Stock Exchange, NASDAQ or
any other national stock market in the United States of
America, and the offer of the new issuanceis made efter
June 30, 1997 and before January 1, 2008;

(3 that is a shareholder or partner, or became a
shareholder or partner of an eligible corporation or
partnership at the moment in which said shareholders
or partners make their first stocks or shares sales
offer at the New York Stock Exchange, NASDAQ or
any other national stock market in the United States
of America, provided that the offer ismade after June
30, 1997 and before January 1, 2008;
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Eligiblecorporation or partnership means.

®  any private corporation or particular partnership,
both domestic, which makes a stocks or shares sales
offer as described in the preceding sections (1) and
(2), with the purpose of obtaining funds to be used
onitsindustry or businessin Puerto Rico, including
improvements or expansions of said industry or
business, or in the acquisition of a new industry or
business in Puerto Rico;

®  any private corporation or particular partnership,
both domestic, which stocks or shares became public
because its stockholders or shareholders make their
first stocks or shares offer as described in the
preceding section (3), at the New York Stock
Exchange, NASDAQ or any other national stock
market in the United States of America, provided that
the offer is made after June 30, 1997 and before
January 1, 2008.

In case that the eligible person to claim the 25%, 12.5%
and 7% special tax rates has derived capital gains from
several categories, and at the sametime has capital |osses,
to determine the net capital gain under each category,
said losses will be applied against the gains in the
proportion that each one of these gains bears with the
total amount of said gains.

PART | - SHORT-TERM CAPITAL ASSETSGAINS
AND LOSSES(HELD 6 MONTHSORLESS)

Your mustinforminthispart every short term capital gains
and losses, irrespectively of their category.

Line1- Enter the sum of Column (F).

Line 3 - If you elected to pay taxes using the bracket
method, enter the amount reported on Form 480.6 SE,
regarding the distributable share on the net short term
capital gain (or loss) from special partnerships.

PART Il - LONG -TERM CAPITAL ASSETSGAINS
AND LOSSES (HELD MORE THAN 6 MONTHS)
(PROPERTY LOCATED IN PR - SECTION
121(c)(2)(A)

You must informin thispart only long term capital gains
and losses derived from the sale of property located in
Puerto Rico, as this term was previously defined in the
instructions of this Schedule.

Line7 - Enter the sum of Column (F).

Line8 - Enter the amount determined on Form 480.6 SE.

PART |11 - LONG- TERM CAPITAL ASSETSGAINS
AND LOSSES (HELD MORE THAN 6 MONTHS)
(OTHER PROPERTIES- SECTION 1121(¢)(2)(C))

Youmust informinthispart only long term capital gains
and losses derived from the sale of other properties not
included in the term property located in Puerto Rico.

Lines11 and 12 - Refer to instructionsof lines 7 and 8 of
Part 11, respectively.

PART IV - LONG - TERM CAPITAL ASSETSGAINS
AND LOSSES (HELD MORE THAN 6 MONTHS)
(SHARES FROM EL|GIBLE CORPORATION OR
PARTNERSHIP- SECTION 1121(c)(2)(B))

Youmustinforminthispart only longterm capital gainsand
losses derived from the sale of stocks or shares from an
digiblecorporation or partnership, asthistermisdefinedin
the ingtructions of this Schedule.

Lines15and 16 - Refer toinstructionsof lines7 and 8 of
Part 11, respectively.

PART V - SUMMARY OF CAPITAL GAINS AND
LOSSES

Line19- Enter hereonly the net capital gainsdetermined
onlines6, 10, 14 and 18.

ColumnA - Enter the net short term capital gain, if
any, determinedin Part 1, line 6.
ColumnB - Enter the net long term capital gainfrom
property located in P.R., if any,
determinedin Part 11, line 10.

ColumnC- Enter the netlong term capital gainfrom
other properties, if any, determined in Part
11, linel4.

ColumnD - Enter the net long term capital gainfrom
shares of an eligible corporation or
partnership, if any, determined in Part 1V,
linel8.

Line 20 - Enter here only net capital lossesdetermined on
lines6, 10, 14 and 18.

ColumnA - Enter the net short term capital loss, if
any, determinedin Part 1, line 6.

ColumnB - Enter the net long term capital lossfrom
property located in P.R., if any,
determinedin Part 11, line 10.

ColumnC- Enter the net long term capital lossfrom
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other properties, if any, determined in Part
1, line14.
CdumnD- Enter the net long term capital loss or
shares from an eligible corporation or
partnership, if any, determinedin Part 1V,
line18.

Line 21- This line must be used only when one (1) of
Columns B, C or D reflects alosson line 20. Such loss
will beapplied proportionally to thegains, if any, reflected
inthe other Columnsof line 19, except ColumnA. If the
other Columnsdo not reflect again online 19, enter zero
in the boxes.

Line 22 - Thisline must be used only when two (2) of
Columns B, C or D reflect aloss on line 20. The sum of
such losseswill be applied tothegain, if any, reflectedin
the other Column of line 19, except Column A. If the
other Column does not reflect any gain on line 19, enter
zerointhe boxes.

Line 23 - Totalize Columns B, C and D. If any Column
reflected alosson line 20, enter zero in the boxes.

Line24 - If line 20, Column A reflects aloss, apply the
same proportionally to the gains, if any, reflected online
19. If any Column reflected gainson line 19, enter zero.

On this line, the net short term capital loss reflected on
line 20, Column A is applied proportionally to the long
term capital gainsreflected online 19, ColumnsB, Cor D,
after having applied proportionally the net long term
capital losses of the other categories.

Line 25 - Totalize Columns B, C and D. If any of these
Columnsreflected alosson line 20, enter zero in the boxes.

Line26 - Addthetota of ColumnsB, C and D, line 25.
However, if online 19 therewas not reflected any gainin
Columns B, C and D and you entered an amount on line
20, ColumnA, add line 20, ColumnsA, B, Cand D.

L ine 28 - Theamount to be entered on thislinewill depend
on each particular situation.

If line 19, Column A reflectsashort term capital gain, and
at thesametimeline 26 reflects zero or aloss smaller than
such gain, enter on thisline the amount of line 27.

If line 26 reflectszero or again, and at the sametimeline 19,
ColumnA reflectsashort term capital gain, enter onthisline
theamount of line 19, ColumnA.

If any of the previously described situations do not apply
enter zero on thisline.
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Line29- Enter onthislinethegainreflected online 26, if
any. Thatis, if theamount reflected online 26 iszeroor a
loss, enter zero.

Line30 - Enter the sum of the excess of the net short term
and long term capital gains over the short term and long
term capital losses.

L ossesnoat allowed - Itwill not berecognized any lossincurred
in any sae or other disposition of stocks or securities if
substantially identical stocks or securities were purchased,
or if it was agreed through a contract or purchase option to
acquire substantially identical stocksor securitieswithin 30
days prior to or after the sdle or disposition date, except in
caseof stock and security dealerswith respect to operations
made in the ordinary course of business.

No deduction shall be allowed with respect to lossesfrom
sale or exchange of property executed directly or indirectly
(except in case of distributions in liquidation), between
an individual and a corporation or partnership in which
that individual possesses, directly or indirectly, more than
50% of the outstanding stocks or has more than 50% of a
partnership equity; or (except in case of distributionsin
liquidation) between two corporations, between two
partnerships or between a corporation and a partnership, of
which any of these corporationsor partnershipsoutstanding
stocks or partnership equity is more than 50% owned,
directly or indirectly, by or for thesameindividua.

Gainsand lossesfrom involuntary conver sionsand from
thesaleor exchangeof certain property used inthetrade
or business- Theterm property usedinthetradeor business
means property that is used in the trade or business, held
for morethan 6 monthsand that is subject to thealowance
for current depreciation, and real property used inthetrade
or business, held for more than 6 months, and which is
property not included in the taxpayer’s inventory if in
hand at the close of the taxable year, or property held by
the taxpayer primarily for the sale to customers in the
ordinary course of its trade or business.

The Code provides for a special treatment for gains and
losses derived from the sale or exchange of depreciable
property used in the trade or business held for more than 6
months, and for gains and losses from a compulsory or
involuntary conversion of such depreciable property and of
capital assets, held for morethan 6 months. Such gainscould
be treated as long term capital gains and taxed at a 12.5%
(applicable to property located in Puerto Rico) and 25%
(applicableto other propertiesnot included in the definition
of property located in Puerto Rico) rate, or the normal tax
rates, whichever islower.
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PART VIl -DETERMINATION OFALTERNATIVETAX
-CAPITAL GAIN

Lines 32, 33 and 34 - The amounts to include on these
lines, in the cases that you elect to pay taxes on such
items at the special rates, come from Schedule D
Corporation and Partnership, line 25, as applicable. The
net short term capital gains must be taxed at the regular
rates and they can not be transferred to thisline.

You must enter zer o on any lineinwhich you decideto pay
taxes at the regular rates on the gain and do not dect the
specid rates. Thisisinthe caseswhereyou derived gainsin
more than one of the concepts indicated on thisline.

For additional information and examplesrelated tothis
Schedule, refer to Publication 01-03 (Aplicacion de las
Tasas Especiales en € Caso de la Venta de Activos de
Capital - Angjo D Individuo). You can request this
Publication at theFormsand PublicationsDivision, Office
603 of theDepartment of theTreasury in Old San Juan, or
calling (787) 721-2020, extensions 2645 and 2646.

SCHEDULE E - DEPRECIATION

Thisschedulewill beused toinform each oneof the properties
for which depreciation expenseisclamed. Spacesareprovided
for current, flexibleand accd erated depreciation; improvements
depreci ation and amortization.

The following information must be provided on the
schedule:

property classification;

date acquired;

allowable cost or basis;

depreciation claimed on previous years,
estimated useful lifeto determinethe depreciation;
depreciation claimed thisyear.

FEEEEE

Part (b) - Flexible Depreciation

To beentitled to claim the flexible depreciation instead of
current depreciation, the Code requiresto makean election
through a sworn statement to be filed not later than 30
daysafter the close of thetaxableyear. Said option may
be exercised only over property acquired by the taxpayer
prior to June 30, 1995.

Part (c) - Accelerated Depreciation

The election may be exercised only over property
acquired by the taxpayer during taxable years beginning
after June 30, 1995. Theelection, oncemade, isirrevocable.

Refer totheingtructionsof Part V of thereturn or tothe
Code and its regulations, for other requirements and
provisionsin connection with the deduction under the
flexibleand acceler ated depr eciation methods.
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Submit Schedule E with your return.

SCHEDULER - SPECIAL PARTNERSHIP

Part | of Schedule R is used every year to determine the
taxpayer's basis in each special partnership. Part |1 of this
schedule isused in thosetaxableyearsin which thetaxpayer
claims its distributable share on the special partnership's
losses in the current year, as well as those losses carried
over from previous years. Also, Part |l provides for the
reduction of the carryover losses by the distributable share
on income and profits attributable to the partner during the
yed.

You must complete this schedule annually whether the
Special Partnership has derived gains (or losses) or not.

PART | -ADJUSTED BASISDETERMINATION OFA
PARTNER IN ONE OR MORE SPECIAL
PARTNERSHIPS

Line1- Enter theamount from Part |, line4 of last year's
ScheduleR.

Thebasisof apartner'ssharefrom aSpecia Partnership will
be the amount of cash, or the adjusted basis of any property
that is not considered cash, contributed to said partnership.

This basis will be adjusted by the following entries or
transactions made during the current taxable year and
othersincluded in previous year'sincome tax return.

Line?2 - Basisincrease

(@ Enterthepartner'sdistributableshareon previousyear's
incomeand prafits. For example, inthecase of ataxpayer
with acaendar taxableyear, enter thetotd distributable
share on the special partnership's income or profit
included in the income tax return filed on April 15 of
previous year (or later if you requested an extension of
timetofileyour return). Thisamount must bethesameas
theoneshownonline7, Partl of ScheduleRincludedin
previousyear'sincometax return.

() through (d) Theseentriesarefromthe current taxable
year.

(e Enter the proportion of income or gain attributable to
your share on the income from agriculture earned by
thespecia partnership, whichistax exempt under Section
1023(s) of the Code.

(f) Enter other income or gains like for example, the
distributable share on the dividends and interest
received by the special partnership.
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Line3- Basisdecrease

(@ Enter the digtributable share on the loss attributable to
the partner in previousyear. For example, inthecaseof a
taxpayer with a caendar taxable year, enter the total
distributable share on the specia partnership's loss
included in the income tax return filed on April 15 of
previous year (or later if you requested an extension of
timetofileyour return). Todeterminethetota lossclaimed
on previousyear'sreturn, add lines5(c), 8 and 13 of Part
I1 from Schedule Rincluded on previousyear'sreturn. In
order to add lines 5(c), 8 and 13 use the parenthesis of
line8, if the excessisaloss. For example, if line5(c) is
$12,000, line8($2,000) andline13$1,000, theresult will be
$11,000($12,000+ ($2,000) +$1,000).

(b) The distributable share on special partnership's

capital assets loss.

(c) Distributions made to the partner by the Special

Partnership, whether in cash or in property, including

tax exempt income.

(d) Theamount claimed ascredit against theincometax on

previous taxable year for investments made in special

partnershipsengaged in the production of featurefilms
or under the Puerto Rico Tourism Development Act of

1993, the Puerto Rico Capital Investment FundAct, the

Puerto RicoAgricultura Tax IncentivesAct, asamended,

or any other credit admitted by law tothe partnersrelated

to the Special Partnership'sactivities.

() The amount taken as credit against the income tax

for withhol ding of tax at sourcefrom thedistributable

share made to aresident partner (33%) or to anon-

resident alien partner (29%).

(f Any expensefromthe Specid Partnership not allowed
as a deduction while determining your net income
and that is not capitalized.

(9) Thedistributable share on net lossesfrom tax exempt

operations under the Tourism IncentivesAct of 1983

and the Tourism Devel opment Act of 1993.

Line4 - If theamount on thislineislessthan zero, enter
Zero.

PART Il - DETERMINATION OF PARTNER’S
ALLOWABLELOSSESINONE ORMORE SPECIAL
PARTNERSHIPS

If the Special Partnership derived losses, the partner may
take such losses as a deduction from the net income. Said
loss will be limited to the adjusted basis of the partner’s
share in the partnership at the end of the taxable year in
which theloss of the partnership ocurred, or up to 50% of
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the taxpayer’s net taxable income determined without
considering said loss, whichever issmaller.

The adjusted basislimitation will be determined for each
one of the Special Partnerships in which the partner
invests.

If the deduction allowed to the partner for any taxable
year is smaller than its distributable share in the
partnership's net loss, the partner may claim said excess
asadeduction in any subsequent taxable year, subject to
the smaller of the previously mentioned limitations.

Line5(a) - Enter theamount distributed from the partner’s
loss in accordance to its share percentage in the Special
Partnership. This amount is informed to the partner on
Form480.6 SE.

Line 5(b) - Enter the carryover losses which were not
claimed in previousyears dueto the limitation.

This amount must be the same as the one shown on line
14, Part Il of Schedule R included on previous year's
incometax return.

If a partner possesses shares in losses from more than
one Special Partnership, the balance subject to the loss
carryover, as determined on the previous taxable year,
will be proportionally attributed to theloss of each one of
the partnerships. Said attribution will be done by using
asfactor the adjusted basis of the partner’s sharein each
one of the partnerships at the end of the previoustaxable
year.

Line6 - Enter on thisline the amount determined in Part
I, line4. If the special partnership hasan exemption decree
under the Puerto Rico Tourism IncentivesAct or the Puerto
Rico Tourism Devel opment Act, you may usethe debts of
the Specia Partnership in proportion to your share to
increase your adjusted basis, only to claim losses of the
Special Partnership fromthisactivity.

Line 7 - Enter the partner's distributable share on the
income and profits derived from the Special Partnership
during the year. Thisamount is reflected on Form 480.6
E

Line 8 - If the amount on this line is a loss, use the
parenthesis.

Line9- Enter the smaller of theamountson lines6(c) and
8. Thiswill bethe maximum amount to which the partner
is entitled to take as a deduction for losses during this
taxableyear.

Line 10 - Enter the result of the computation from
line 9. In cases in which the partner has losses in
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more than one partnership, enter the result of the sum
from line 9, Columns A through C. This is the total
amount of lossesto claim for thistaxable year.

Line 11 - Subtract the Adjusted Gross Income without
considering the losses from Special Partnerships. This
will be the net income subject to the computation of line
12

Line12- Enter 50% of line 11. Thislimitation determines
which amount of the total of losses on line 10 you will
claimonthisyear'sreturn.

Line 13 - Enter the smaller of line 10 or 12. Thisisthe
amount that you may deduct in your return this year.

SCHEDUL E SCORPORATION AND
PARTNERSHIP-FARMING BUSINESS

Use this schedule to determine the agricultural taxable
benefit.

However, if you claimed benefitsunder the provisionsof the
Puerto Rico Agricultural Tax Incentives Act (Act 225 of
December 1, 1995, as amended), refer to the Income Tax
Return for Exempt Businesses under the Puerto Rico
I ncentives Programs (Form 480.30(11)).

SCHEDULET CORPORATIONAND PARTNERSHIP
—ADDITIONTO THETAX FOR FAILURE TO PAY

ESTIMATED TAX IN CASE OF CORPORATIONS
AND PARTNERSHIPS

Use this Schedule to determine the addition to the tax for
failureto pay the minimum estimated tax required.

PART | -ESTIMATED TAX REQUIRED

Line 2 —Enter the sum of credits correspondingto foreign
taxespaid and to withhol dings at source, and other similar
credits provided by the Code or any other specia act that
may be applicable. Include also the amount of tax paid in
excess in previous years that you elected to credit to the
estimated tax for thetaxableyear. Add line 16, Part || of
Schedule B Cor poration and Partner ship, and lines 3
through 7, Part 111 of Schedule B Corporation and
Partner ship.

Line6—Completethislineif anincometax returnwasfiled for
theimmediateprevioustaxableyear. Otherwise, gotoline8and
enter theamount fromlineb.

If anincometax return wasfiled for theimmediate previous
taxable year, enter the tax to be paid without considering
the estimated tax payments. Subtract lines 3 through 6,
Part I11 of Schedule B Corporation and Partnership from
line 19, Part |11, page 1 of previousyear return.
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Example: Theinformation of previoustaxableyearincome
tax returnis:

2002 income tax return

Net Income $380,000
Credits 5,800
Withholdings at source 1,000

The estimated tax for the current year, based on previous
taxable year income tax return information but using the
current tax rateswould be:

Normal tax $76,000
Additional tax 51,950
Alternative Minimum Tax 0
Tax Liability $127,950
Less:
Creditsand Withholdings (6,800

Estimated Tax based on previous

year incometax information $121,150

Line7—If anincometax return wasfiled for theimmediate
previous taxable year, determine the estimated tax based
on theimmediate previoustaxable year incometax return.
For purposes of this computation, you must use current
year tax rates.

SectionA—Egimated Tax tobePaid per Ingallment Placing
theNet IncomeonanAnnual Bads

Line 9 — Enter the months of the taxable year elapsed
before the month for which the payment of theinstallment
isrequired. For example, if the taxable year is a calendar
year and operations began on January 1, in columns (a),
(b), (c) and (d), you must enter 3, 5, 8and 11.

Line 20 — Enter the total tax credits and withholdings at
sourcefor the taxable year.

Line 22 —In order to determine the amount to be entered
in columns (b), (c) and (d), you must complete lines 26
through 29 of previous column of Section B (Estimated

Tax Required).
PART Il -FAILURETO PAY

Line 30— Check calendar year if your taxable year ended
on December 31. Otherwise, check fiscal year. Enter in
columns (@), (b), (c) and (d), the date corresponding to the
15" day of thefourth month, sixth month, ninth month and
twelfth month of thetaxable year, respectively.

If you filed an extension of timeto file the Estimated Tax
Declaration, enter in column (a) the date granted tofilethe
same.
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Line 31 —If you do not use the method of placing the net
income on an annual basis to determine the minimum
estimated tax required per installment, and the obligation
to file the estimated tax declaration was met for thefirst
time, beforethefirst day of the fourth month of thetaxable
year or if you were required to file an Estimated Tax
Declaration during the previoustaxable year, enter in each
oneof the columns 25% of line 8. If the obligation was met
for thefirst timeafter thelast day of the third month and
before the first day of sixth month of the taxable year,
enter 33% of line 8 in columns (b), (¢) and (d). If the
obligation was met for thefirst time after the last day of
the fifth month and before the first day of ninth month of
thetaxableyear, enter 50% of line8in columns(c) and (d).
If the obligation was met for the first time after the last
day of the eighth month and beforethefirst day of twelfth
month of thetaxable year, enter 100% of line8in column

(d.

Line 32 — Enter in column (@) the total estimated tax
amount paid not later than April 15 of the taxable year
(the 15" day of the fourth month of the taxable year if you
have afiscal year); in column (b), the total estimated tax
amount paid after April 15 of thetaxable year (the 15" day
of the fourth month of the taxableyear if you have afiscal
year) and not later than June 15 of the taxable year (the
15" day of the sixth month of the taxable year if you have
afiscal year); in column (c), thetotal estimated tax amount
paid after June 15 of the taxable year (the 15" day of the
sixth month of the taxable year if you have afiscal year)
and not later than September 15 of the taxable year (the
15" day of the ninth month of the taxableyear if you have
afiscal year); and in column (d), the total estimated tax
amount paid after September 15 of the taxable year (the
15" day of the ninth month of the taxable year if you have
afiscal year) and not |ater than December 15 of thetaxable
year (the 15" day of the twelfth month of the taxable year
if you have afiscal year).

Line 33 — If various payments were made in the periods
described in the instructions for line 32, indicate the
amount and date of the payments.

Line 34 — To determine the amount to be entered in
columns(b), (c) and (d), you must completelines 35 trough
40 of previous column.

PART 11 —ADDITIONTOTHETAX FOR FAILURE
TO PAY

Line 41 - If thefailureto pay on line 37 was covered in
only one payment (overpayment) made after the due date,
multiply line 37 by 20%. If thefailureto pay online37 was
covered in two or more payments (overpayments) made
after the duedate, do not writeanythingon thislineand
complete the table corresponding to the installment,
located on page 2 of this Schedule.
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Line 42 — If the failure to pay on line 37 was covered in
only one payment (overpayment) made after the due date,
enter the number of days elapsed from the datein which
the estimated tax payment must have been paid and the
earliest between the date in which the payment
(overpayment) was made, or the 15th day of the fourth
month following the close of the taxable year.

Any overpayment, after covering the estimated tax payment
of the corresponding installment, will be attributed first to
the amount of estimated tax of previous installments due
and not paid and then to the subsequent installments.

If the failure to pay on line 37 was covered with two or
more payments (overpayments) made after the due date,
donot writeanythingon thislineand completethetable
corresponding to the installment on page 2 of this
Schedule. Determine the days elapsed from the due date
of the estimated tax installment and the earliest between
the date of each one of the payments or overpayments
applied, or or the 15th day of the fourth month following
the close of the taxable year.

The date of the overpayment applied, will be the date in
which the payment that caused such overpayment was made.

Line 43 - If the failure to pay on line 37 was covered in
only one payment (overpayment) made after the due date,
divide the number of days entered on line 42 by 365 and
multiply theresult by line41. If thefailureto pay online
37 was covered with two or more payments
(overpayments) made after the due date, enter the total
from the table corresponding to the installment, located
on page 2 of this Schedule.

PARTIV-TABLESTOCALCULATETHEADDITION
TO THE TAX FOR FAILURE TO PAY THE
INSTALLMENTSOFESTIMATED TAX

Calculate the penalty for each one of the amounts due by
the dates of their respective payments, using the tables

on page 2 of this Schedule.
Example

The minimum estimated tax for the current year was $4,000.
The net income was not placed on an annual basis to
calculate the minimum estimated tax, thus, the taxpayer
had to make four estimated tax installmentsfor 4/15, 6/15,
9/15 and 12/15 of the current year of $1,000, respectively.
Thefollowing paymentswere made:

Date Amount
4/15 600
5/30 150
6/15 1,000
9/15 1,100
12/15 1,000
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Thecurrent year tax wastotally met on the date prescribed
by the Code to file the same, without considering any
extension of time. Therefore, the taxpayer totally paid the
current year tax by April 15 following the close of the
taxable year. The computation of line 21 will be;

check theapplicablebox toindicateif thesameisamended. In
addition, you must indicate the taxable year for which the
edtimated tax paymentswill beapplied, and thetypedf taxpayer.

TABLE 1 - Payments to Meet the First Installment Made After its Due Date (4/15)
Amount due|  Amount of Date of payment or Days elapsed from the due date | Multiply (a)
and not paid| payment or overpayment by 20% by
beforethe | overpayment (d)
payment 35
@ (b) © (d) (€
> $400 $150 530 45 $10
> 290 100 915 153 21
150 150 4/15 35 30
Total: Add Column (€) and transfer to Part 111, 1ing 43, COIUMN (8) ......cvvveverrverereereeseeeeesseeseresesseeseensenns $61

=—> Line 37 of Column (a)

FORM 480-E-ESTIMATED TAX DECLARATION

The Estimated Tax Declaration (Form 480-E) must befiled
not later than the 15th day of the fourth month of the
taxableyear, except when the requirementsto fileare met
for thefirsttime:

1) After thelast day of the third month and prior to the
first day of the sixth month of the taxable year, the
filing date will be not later than the 15th day of the
sixth month of the taxable year; or

2 Afterthelast day of the fifth month and prior to the
first day of the ninth month of the taxable year, the
filing date will be not later than the 15th day of the
ninth month of the taxable year; or

3 After the last day of the eighth month and prior to
thefirst day of the twelfth month of the taxable year,
the filing date will be the 15th day of the twelfth
month of the taxable year.

The Declaration may be filed at the Internal Revenue
Collections Office of the Municipality where the taxpayer
resides or sent to:

DEPARTMENT OF THETREASURY
RETURNSPROCESSING BUREAU
POBOX 9022501

SAN JUAN PR 00902-2501

Every taxpayer required to file a Declaration, must writethe
name, address and the employer'sidentification number, and

30

=—> Subtract the amount in Column (b) of the preceding line from the amount in Column (@) of the preceding line.

Linel-  Determinetheestimated tax to bepaidfor the
indicated taxable year. This amount cannot
be less than the smaller of the following

amounts:

= 90% of the tax to be paid at the end of
thetaxableyear, or

100% of the tax paid in the previous
taxableyear.

Enter as estimated credit the amount withheld
for services rendered by the entity or the
amount withheld on distributable share of
profits from Special Partnerships. If you are
filling out an Amended Estimated Tax
Declaration, also enter on this line the total
amount of theinstallments paid, if any, before
thisamendment.

Line2-

Line4-  Enter as credit the tax paid in excessin the
previous year applied as estimated tax
payment on the income tax return. If you
chooseto claim this credit against one of the
determined installments, enter zero and go to
line5.

Line6-  Dividetheresult online5 by the number of
remaining installments.

Line7-  Enter the tax paid in excess in the previous
year applied as estimated tax payment in the
incometax return that will be claimed against
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the amount of any installment. If such credit
was already considered on line4, it cannot be
considered again.

PAYMENT OFESTIMATED TAX

If the Declarationisfiled prior to thefirst day of thefourth
month of the taxableyear, the estimated tax will bepaidin
four installments:

1st installment: the 15th day of the fourth month
2nd installment: the 15th day of the sixth month
3rd installment: the 15th day of the ninth month
4th installment: the 15th day of the twelfth month

If the Declaration is filed after the last day of the third
month and prior to thefirst day of the sixth month of the
taxableyear, theinstallmentswill be;

1st installment: the 15th day of the sixth month
2nd installment: the 15th day of the ninth month
3rd installment: the 15th day of the twelfth month

If the Declaration is filed after the last day of the fifth
month and prior to thefirst day of the ninth month of the
taxableyear, theinstallmentswill be;

1st installment: the 15th day of the ninth month
2nd installment: the 15th day of the twelfth month

If the Declaration is filed after the last day of the eighth
month and before the first day of the twelfth month of the
taxableyear, the total estimated tax will be paid on the 15th
day of twelfth month of the taxable year.

The estimated tax installments will be paid along with a
payment coupon (Forms 480.E-1 or 480.E-2). Taxpayers
who filed aDeclarationin the previousyear, will receivea
booklet containing 4 coupons (Forms 480.E-2) preprinted
with your name, address and employer's identification
number. Taxpayers who have not received the coupon
booklet, must visit the Errors Correction and Estimated and
Employer Manua Coupons Section (Office 401) of the
Department of the Treasury in Old San Juan, whereapayment
coupon booklet (Form 480.E-1) will be prepared. For
additiona information, cal (787) 722-1499 or (787) 721-2020,
extension 2446 or 2456.

Estimated tax payments must be made at participant banks
(if you havethe preprinted coupon), at the Internal Revenue
Collections Offices or at the Returns Processing Bureau at
the address previoudly indicated.
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Payments with checksin the participating banks must be
made payableto the order of such banks. Payments made
at theInternal Revenue Collections Offices shall be made
with manager’s checks, personal checksor money orders
payable to the Secretary of the Treasury.

EXTENSIONOFTIME

If for areasonable cause, ataxpayer isunable to file the
Declaration or pay the tax asindicated, an extension of
time to file the Declaration may be requested to the
Secretary. No extension of timewill be granted for aperiod
longer than 3 months. The extension shall be requested
using FormAS 2650.

AMENDED DECLARATION

If after filingthe Declarationitisdetermined that theestimated
tax will be substantially increased or reduced asaresult of a
change in income, deductions or for any other reason, an
Amended Declaration must be filed. The Amended
Declaration must be identified by checking the applicable
box. Theincrease or reduction of the estimated tax will be
proportionally distributed among the remaininginstallments.
Any Amended Declaration filed after the 15th day of the
ninth month foll owing the beginning of thetaxableyear asa
result of an increase in the previoudy estimated tax, must
include the total amount of said increase. The Amended
Declaration in this case will be unnecessary if on the date
prescribed for itsfiling, thefinal incometax return hasbeen
filed and the balance of tax due has been paid.

PENALTIES

The Code establishes penalties for not filing the
Declaration and for not paying the estimated tax
installments. Also, apenalty isimposed for determining a
substantially lower amount of estimated tax.
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NORTHAMERICAN INDUSTRY CLASSIFICATION SYSTEM (SCIAN)

SECTOR CODE ECONOMIC ACTIVITY DESCRIPTION
111 Crop production
AGRICULTURE AND FISHING 113 Fishing
115 Agriculture services
212 Mining
ENERGY AND MINING 221 Electric power generation and transmission

222 Collection, treatment and supply of water

236 Residential and not residential construction
CONSTRUCTION 237 Construction of water, electricity, telecommunications and transportation systems
238 Construction services

311 Food manufacturing

312 Beverages, tobacco and cigarettes manufacturing

313 Textiles, carpets, curtains and other products manufacturing

315 Clothing manufacturing

316 Shoes manufacturing

321 Wood products manufacturing

322 Paper manufacturing

323 Books, newspapers and magazines printing

324 Petroleum refining

325 Chemical products manufacturing

326 Plastic products manufacturing

327 China, bricks, tiles, cement, pipes, lime, plaster and glass products manufacturing
331 Iron, steel, aluminum and tools manufacturing

333 Agriculture, fishing, construction, and others machinery manufacturing
334 Computers and electronic products manufacturing

335 Electrical equipment, appliance and component manufacturing

337 Furniture and related products manufacturing

MANUFACTURING

431 Food and beverage wholesaletrade

432 Clothing and shoeswholesale trade

433 Pharmaceutical and personal care products wholesale trade
435 Machinery and equipment wholesale trade

436 Motor vehicles wholesale trade

TRADE 437 Other products wholesale trade

461 Food and beverageretall trade

462 Departments stores retail trade

463 Clothing and shoesretail trade

464 Pharmaceutical and personal care productsretail trade
466 Furniture and electrical goodsretail trade

467 Hardwareretail trade

468 Motor vehicle, gasoline, diesel and partsretail trade
469 Others retail trade

481 Air transportation

483 General water transportation

484 General freight trucking transportation

485 Transit and ground passenger transportation
TRASNPORTATION 486 Crude oil transportation

487 Scenic and sightseeing transportation, land and water
488 Airports and ports administration

491 Postal services transportation

492 Couriers and messengers services transportation

511 Newspapers, magazines, books and software publishers
INFORMATION 512 Production and distribution of movies, television programs and music publishers
513 Production and broadcasting of radio programs

521 Commercia and mortgage banking

522 Credit intermediation and related activities

523 Brokersand securities dealers

524 I nsurance companies, agents and independent insurance carriers

FINANCE AND INSURANCE

531 Rental of real property and real estate brokers

REAL ESTATEAND RENTAL 532 Rental of personal property (automobiles, machinery, etc.)

PROFESSIONAL , SCIENT. & TEHCNICAL SERVICES 541 Professional, scientific and technical services

561 Employment, collection, security and waste disposal agencies
EDUCATIONAL SERVICES 611 General education schools, non university
621 Ambulatory health care services
HEALTH SERVICES 622 | Hospitals

623 Nursing and residential carefacilities
624 Social assistance

711 Promoters of public shows and artists

ARTSAND RECREATION 713 Recreation and sports centers

721 Hotels, motels and boarding houses

ACCOMMODATION AND FOOD SERVICES 722 Restaurants, food preparation services, drinking places and night clubs

811 | Automotive mechanical, body, parnt and interior repalr, and maintenance of atomobiles and trucks

OTHER SERVICES 812 Personal care services, beauty salons, laundries and funeral homes
813 Professional, labor and civic associations and political organizations
PUBLIC ADMINISTRATION 931 Public administration in general
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