[image: image1.wmf]McConnell Valdés



MEMORANDUM TO CLIENTS AND FRIENDS

August 13, 2004

Limited Liability Companies (LLCs)

In its last session that ended August 9, 2004, the Legislature of Puerto Rico approved a bill enabling the creation of limited liability companies (“LLC”) in Puerto Rico. It also provides for the recognition of LLCs created under the laws of other jurisdictions. Since the bill is an administration bill, the Governor is expected to sign it shortly.  It would become effective 90 days after it is signed.

The General Corporation Law of 1995 would be amended to add three new chapters dealing with the creation of and norms applicable to the LLCs.  Some of the salient aspects of the law are the following:

· LLCs may be organized and have the same purposes and benefits as those organized in other states of the United States mainland.

· Limited liability of members of the LLC is recognized explicitly in the law.

· Any corporation, trust, association, real estate investment trust, or other business not incorporated, including partnerships, will be permitted to convert into an LLC by following the procedures stipulated in the law and will be treated as the same entity that existed prior to conversion.

· For Puerto Rico tax purposes, both domestic and foreign LLCs doing business in Puerto Rico shall be considered as corporations. Subject to compliance with the applicable requirements, LLCs may select Special Partnership or Subchapter N status.

· In order to transact business in Puerto Rico, US LLCs will have to file for authorization to do business in Puerto Rico, akin to the authorization issued to foreign corporations. Non US LLCs will also be permitted to conduct business in Puerto Rico, subject, however, to their becoming (naturalized( by following the procedures contained in the act.  The registry is ascribed to the Puerto Rico State Department.

· All LLCs doing business in Puerto Rico on the effective date of the new LLC Act must qualify to do business. The law grants a 90-day grace period for filing of the application to do business in Puerto Rico.  Failure to do so carries penalties and denial of access to PR courts.


If you need additional information regarding this law, please contact any of the following attorneys from our Corporate and Tax Departments:


Roberto L. Cabañas
787-250-5611
rlc@mcvpr.com


Samuel Céspedes-Sabater
787-250-2610
scs@mcvpr.com


Antonio Escudero-Viera
787-250-5625
aev@mcvpr.com

Amaya Iraolagoitia
787-250-2621
aif@mcvpr.com


Iván G. Marrero
787-250-2606
igm@mcvpr.com


Ernesto N. Mayoral-Megwinoff
787-250-2617 
enm@mcvpr.com
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