
Federal Credit for Employers Affected 
by Hurricanes Irma and María 
By: Daischa Santana Caraballo 

During the months of August and September of 2017, several high intensity hurricanes 
passed through the Caribbean and several coasts of the United States, leaving significant 
damage through its path. In the case of Puerto Rico, Hurricane María is the strongest  
hurricane that has passed through the Island in recent memory and left significant damage.  
Due to the pass of Hurricanes Irma and María (“Qualified Disasters”) through Puerto Rico, 
the President of the United States determined that he municipalities of Puerto Rico  
affected by those Qualified Disasters will be considered as Disaster Areas. 

On September 29, 2017, the President of the United States signed into law the Disaster 
Tax Relief and Airport and Airway Extension Act of 2017 (the “Act”) providing certain 
relief for the Disaster Areas.  The Act provides an employee retention credit (“ERC”) for 
employers in Disaster Areas that paid wages to employees, while the business was  
inoperable due to the damage sustained by the hurricanes Harvey, Irma and María.   

Generally, the ERC will be available to employers required to file a Federal Income Tax 
Return, limited to their income tax liability. However, on February 14, 2018 the Governor  

Continues on Page 2 

The Tax Advisor
Special Bulle�n on Latest Tax News

March, 2018

Alvarado Tax & Business  
Advisors LLC is a Limited  
Liability Corporation organized 
under the laws of Puerto Rico and 
is engaged in providing tax and 
business advisory services.  We are 
a multidisciplinary tax and business 
advisory professional service firm,  
unencumbered by the constrains of 
association with an auditing firm, 
and the regulatory and disclosure 
rules of the Security and Exchange 
Commission. 

Backed up by years of unmatched 
hands-on experience in public        
accounting, government and          
corporate tax, our team of tax      
consultants has redefined the  
market by providing professional 
tax and    business advisory  
services through our “top-heavy” 
structure, designed specifically to 
provide high level tax consulting to 
our clients on a more personalized 
basis. 

For information visit us at: 
www.alvatax.com or contact 
one of our Tax Professionals for an          
appointment:  

Ph. (787) 999-4400                        
E. taxadvisors@alvatax.com 

Alvarado Tax & Business  
Advisors is part of Taxand, the 
World’s largest independent tax  
consulting organization. 



expenses.  However, since the ERC 
may only be claimed for Eligible  
Employees for only one Qualified  
Disaster, it is very important that the 
employer determine if the period to 
determine the Qualified Wages from 
Hurricane Irma provides a higher ERC 
for each employee than that of  
Hurricane María.   

Furthermore, the employer will need 
to determine when it resumes  
significant operations.  We know that 
for many employers it is not obvious 
when significant operations resumed, 
and the Act is not clear on how to 
make such determination.  Therefore, 
employers must evaluate the nature of 
their operations per each industry to 
determine the time frame from which 
the business was inoperable until it is 
considered that began significant  
operations.  

Finally, once the employer determines 
its applicable period, a careful analysis 
must be made to determine the  
payments that will be considered as 
Qualified Wages, including the exclusion 
of any Disaster Relief  
Payment. 

Our professionals can assist you in  
determining if your business may  
qualify for the ERC, including the  
analysis of “significant operations” and 
Qualified Wages, as well as providing 
assistance with the procedures to claim 
such credit once the online platform is 
available. 
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of Puerto Rico issued a press release  
informing that the Government of Puerto 
Rico had entered in an agreement with the 
Federal Treasury Department that will 
allow the benefit of the ERC to Puerto Rico 
employers affected by the Qualified  
Disasters, that are not required to file a 
Federal Income Tax Return.  According to 
the press release, the plan proposes that 
the ERC will be claimed by filing an online 
application with the Puerto Rico Treasury 
Department and that the subsequent  
deposit of the funds will be made through 
electronic means.  However, such online 
platform has not been made available at 
the time this bulletin is being issued. 

The ERC applicable to Puerto Rico  
employers, that are not required to file a 
Federal Income Tax Return, will be a  
refundable tax credit for Eligible Employers
that paid  Qualified Wages for Eligible  
Employees after the Date of the Disaster (as 
such terms will be defined below).  The 
amount of the ERC will be 40% of the  
Qualified Wages up to $6,000, for a  
maximum amount of $2,400 per Eligible 
Employee. 

For purposes of the ERC, the terms  
indicated above have the following  
meaning:  

 Date of the Disaster: for (1) Hurricane 
Irma is September 4, 2017, and for (2) 
Hurricane María is September 16, 
2017. 

 Eligible Employer:  is an employer that 
(1) conducted an active trade or    
business as of the Date of the        
Disaster, and (2) for which the active 
trade or business was rendered      
inoperable, as a result of the damage 
sustained by the Qualified Disasters, on 
any day after the Date of the Disaster
and before January 1, 2018.

 Eligible Employee:  an employee whose 
principal place of employment with the 
Eligible Employer on the Disaster Date
was in the Disaster Areas. For purposes 
of the ERC, an employee can only be 
Eligible Employee for one Qualified   
Disaster.  This means that an employee  

can be an Eligible Employee for either 
Hurricane Maria or Irma but not both. 

 Qualified Wages:   are wages (as     
defined under the Federal             
Unemployment Tax provisions in the 
U.S. Internal Revenue Code of 1986, 
as amended ), including amounts paid 
for medical or hospitalization expenses 
in connection with sickness or       
accident disability, paid or incurred by 
an Eligible Employer for an Eligible    
Employee on any day after the Date of 
the Disaster and before January 1, 
2018.  The period will be considered 
to: (a) begin on the date on which the 
employer's trade or business first  
became inoperable at the principal 
place of employment of the employee 
immediately before the Qualified     
Disasters, and (b) ending on the date 
on which the trade or business      
resumed significant operations at the 
principal place of employment.      
Qualified Wages “include wages paid 
without regard to whether the      
employee performs no services,     
performs services at a different place 
of employment than the principal place 
of employment, or performs services 
at the principal place of employment 
before significant operations have   
resumed”.  

Note that employers must consider that 
there are certain payments made to  
employees that may not fall within the 
Qualified Wages definition for purposes of 
the ERC.  Among these, are payments 
made by the employer to the employees to 
reimburse or pay reasonable and necessary 
personal, family, living, or funeral expenses, 
or to reimburse or pay reasonable and 
necessary expenses incurred for the repair 
or rehabilitation of a personal residence or 
repair or replacement of its contents to 
the extent that it is attributable to the 
Qualified Disasters (“Disaster Relief  
Payments”). Disaster Relief Payments are 
excluded from the definition of wages for 
purposes of Federal Unemployment Tax 
Act (“FUTA”), and consequently,  
exempted from the application of those 
taxes.  Therefore, any payment made to an 
employee, that had not been subject to 
FUTA, must be excluded from the  
determination of Qualified Wages. 

ATBA Comments 
The ERC provides an opportunity to those 
employers that paid wages while their  
businesses were inoperable due to a  
Qualified Disaster to recover part of those 
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Tax Is Our Business® 

This publication supports Alvarado Tax & Business Advisors’ marketing of  
professional services.  It is intended for information purposes only and should not 
be regarded as written advice or recommendation to undertake any position, tax 
related or otherwise.  Readers should not consider the information contained in this 
publication to be complete, nor act solely on the basis of the material contain  
herein.  Moreover, due to changing laws and associated authoritative literature, that 
information may not continue to apply to a reader's situation.  Therefore, we  
encourage the readers to contact us or another qualified professional advisor to 
thoroughly evaluate their specific facts and circumstances; to determine if any  
information contained in this publication remains valid and; to discuss the potential 
application of such information to their particular situations.  

As provided in Department of Treasury Circular 230, this publication is not  
intended or written by Alvarado Tax & Business Advisors, to be used, and cannot be 
used, by a reader or any other person or entity for purposes of avoiding tax  
penalties that may be imposed on any taxpayer under the Internal Revenue Code.  
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