Form AS 2877
Rev. Mar 26 18 ERSU**
g =z % DEEMED DIVIDEND TAX 20
W& —
4’?‘ OF ?"S?
Taxpayer's Name EmployerIdentification Number
A. Does any nonresident individual, estate or trust or any legal entity not engaged in trade or business in Puerto Rico own, directly or indirectly, fifty (50)
percent or more of the interest of the corporation?  Yes[] No []  (If “No”, do not continue)
B. lIsthe corporation subject to Branch Profits Tax?  Yes ] No[]  (If“Yes”, do not continue and complete Form AS 2879)
T Average Value of Foreign Assets
1. Average value of foreign assets for the current tax year (See instructions):
Adjusted basis of the foreign asset at the end of the quarter ending on: © (F)
. A B C D Average value of
Description (Day_( M)onth_ (Day_( N}onth_ (Day_( M)onth_ (Day_( I\/I)onth_ (Add Columns A foreign_assets
Year__) Year__) Year__) Year__) throughD) (Seeinst)
00 00 00 00 00 00
00 00 00 00 00 00
00 00 00 00 00 00
00 00 00 00 00 00
00 00 00 00 00 00
00 00 00 00 00 00
00 00 00 00 00 00
00 00 00 00 00 00
00 00 00 00 00 00
00 00 00 00 00 00
00 00 00 00 00 00
2. Total average value of foreign assets owned at the end of the current taxable year (Total 0f COUMN F) .........vvveeeecrnciennerineiinesneeeens @ 00
3. Deemed dividend subject to the tax imposed under Section 1062.13 of the Code in previous years, that has not been distributed ........ @ 00
4. Total average value of foreign assets (Subtract line 3 from line 2. Transfer to iNe 10) .............oooveeovooovveeecereeeeeeceeeeeeeeeceeeeeerecee X 00
W Accumulated Earnings and Profits
5. Earings and profits (or deficit) as of the beginning of the taXabIE YEAK ... 6) 00
6. Earnings and profits for the current taxable year (Without considering the dividends paid during the year):
a) Netincome (or loss) as per return for the current year (Form 480.20, Part 1, line 31) .........ccc.oevvrvrrnrins (6a) 00
b) Add: Additions to determine current €armings and Profits ...........cceeereeeinnenneineeeee e (60) 00
c) Less: Deductions to determine current €arings and ProfitS ............c.eeeeerernrernrernseriessereseseeseesesessseeenans (60) 00
d) Total earnings and profits for the current year (Add lines 6(a) and 6(D) 1€SS lINE B(C)) ....vvrvvvrrrvrrrersrrrrreereiieriresissriessesnens (6) 00
7. Subtotal (Add lines 5 and 6(d). This line can reflect a Negative aMOUNE) ........c.c.eiririereineieieieesesei et U 00
8. Less:
a) Dividend distributions realized during the current taxable YEar .........ccccvevenienieneinieeesee e (8a) 00
b) Deemed dividend subject to the tax imposed under Section 1062.13 of the Code in previous year, that has
not been distributed (SAME aSTINE 3) ... (80) 00
c¢) Earnings and profits from industrial development, tourism development or other similar acts (See
TR Vo110 415) OO 6) 00
d) Earnings and profits from a farming business (SEe iNSIrUCHIONS) ........c.ocuviurivrinininineeee s (8d) 00
e) Earnings and profits from activities generated by International Financing Entities (Act No. 52-1989) ................... (8e) 00
f) Total (Add INES 8(2) tIOUGN B()) ...vvuvrvrerirrieieiisiisei s s e (&) 00
9. Earnings and profits at the end of the taxable year (Subtract line 8(f) from line 7. If the result is zero or less than zero, do not continue.
If the result is more than zero, tranSfErto N 11) .......c.cuiicicc bbbt 9] 00
m Computation of the Deemed Dividend Tax
Total average value of foreign assets (Enter the amount of line 4. If such amount is zero, enter zero here) .........ocvvevveevrerenennes (10) 00
11. Total accumulated earnings and profits (Enter the amount of line 9. If such amount is zero or less than zero, enter zero here) ........ (1) 00
12. Deemed dividend subject to tax in the current taxable year (Line 10 or 11, WhiCheveris I€SS) ........ccuvvrnienienieeneeseeen, (12) 00
13, Deemed dividend tax liability (Multiply line 12 by 10%). Transfer to Form 480.20, Part IV, line 52 or to the corresponding line of other
(2] 0P (13) 00

Retention Period: Ten (10) years.



WHO MUST FILE THIS FORM?

For taxable years commenced after December
31, 2013, foreign owners who own, directly or
indirectly, 50% or more of the stock or of the units
of a corporation, are subject to a tax of 10% on
the amount of the deemed dividend considered
received by the foreign owner during any tax-
able year.

Aforeign owner is:
e anonresidentindividual, estate or trust;

e an entity not taxed as a corporation, not
engaged in business in Puerto Rico; and

e  anentity taxed as a corporation, including
corporations that for the 3 taxable years
ending with the tax year for which the de-
termination is being made, has earned less
than 80% of its gross income from Puerto
Rico sources or effectively connected with
the conduct of a trade or business in Puerto
Rico.

The deemed dividend amount is the lesser of (a)
the total average value of the foreign assets
owned by the corporation or (b) the earnings
and profits of the corporation accrued as of the
closing of the taxable year.

The deemed dividend tax does not apply to:

o Notfor profit entities listed in Section 1101.01
of the Code;

e anlnternational Insurer as defined by Arti-
cle 61.040(4) of the Insurance Code of
Puerto Rico;

e anlnternational Financial Entity as defined
by Act 273-2012; and

e any foreign corporation subject to the tax
on dividend equivalent amount prescribed
by Section 1092.02 of the Code.

This tax shall be paid by the corporation on the
date established for the payment of the income
tax for the taxable year. Itis not subject to esti-
mated tax payments.

INSTRUCTIONS TO COMPLETE FORM AS 2877

Deemed Dividend Tax

PART |- AVERAGE VALUE OF FOREIGN
ASSETS

The average value of a foreign asset is the sum
of the adjusted basis of each foreign asset as of
the end of each quarter of the taxable year of the
corporation (whether or not a foreign asset as of
the end of the quarter), divided by the number of
quarters, or part of a quarter included in the
computation.

To determine the average value of each asset,
divide the amount in Column E by 4 or by the
number of quarters included in the computation
and enter the result in Column F.

The total average value of foreign assets is the
sum of all the average values of foreign assets
(reflected in Column F) as of the end of each
taxable year, reduced by the deemed dividend
subject to this tax in previous years and whose
earnings and profits have not been distributed by
the close of the taxable year.

The following are not considered foreign assets:

e obligations of the United States, or any state or
territory of the United States, or political
subdivision thereof and the District of Columbia;

e cashdepositedin a financial institution only in
the name ofthe corporation and for its exclusive
use;

e property acquired outside of Puerto Ricoto be
used by the corporation in its Puerto Rico
operations, located outside of Puerto Rico at
the time of determining the average value of
the foreign assets;

e anobligation of a foreign owner resulting from
the sales of property or services rendered,
provided that at any time during the taxable
yearthe obligation amount exceeds the amount
ofthe obligation that would resultif the transaction
was made between unrelated persons;

e anairplane, ship, motor vehicle or container
used in the transportation of people or property
in the foreign commerce and used primarily in
Puerto Rico; and

e obligations or stock of a foreign corporation that
is not a foreign owner or a related person of
the corporation.

Enter the average amount of any right to use
outside of Puerto Rico any of the following:

e  patents or copyrights;
e aninvention, model or design;
e asecretformula or process; and

e any other similar property right, acquired or
developed by any corporation to be used
outside of Puerto Rico.

If any of the above listed exceptions is used as a
guarantee or collateral by, or for the benefit of, a
foreign owner or related person as defined by
Section 1010.05 of the Code, then it will be treated
as aforeign asset.

PART Il - ACCUMULATED EARNINGS
AND PROFITS

Do not form part of the earnings and profits as of
the close of the taxable year:

1. the earnings and profits from Industrial
development income under the provisions of
Act No. 73-2008, known as the “Economic
Incentive Act for the Development of Puerto
Rico”, or any previous or subsequent similar
act; from tourist development income under
the provisions of Act 74-2010, known as
“Puerto Rico Tourism Development Act of
2010, Act 83-2010, Act 20-2012, or any
previous or subsequent similar act; or from
income covered by any other special act
granting tax exemption with respect to the
operations, covered under a tax exemption
decree, resolution or grant under said acts;

2. the earnings and profits from a bona fide
agricultural business to the extent that the
income from said activity is allowed as a
deduction under the provisions of section
1033.12 of the Code or it is covered under
the provisions of Act No. 225-1996, known
as the “Puerto Rico Agricultural Tax Incentives
Act’;

3. the earings and profits from activities al-
lowed and generated by International Bank-
ing Entities organized under the provisions of
Act 52-1989, known as the “International
Banking Center Regulatory Act".
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