TAX TREATMENT OF LOSSES OR DECREASES IN PRODUCTION STAGES
UNDER THE INCOME TAX LAW.
RECENT AUTHENTIC INTERPRETATION ISSUED BY THE LEGISLATURE.
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However, through Legislative Decree No. 345, dated May 30, 2019, an Authentic Interpretation was
made to article 28 of the Income Tax Law in the

sense that according to such Decree should be understood as cost and expense necessary for the production
of income and for the conservation of its source, purchase costs and all those that are necessary and proper
to the business, destined exclusively for the purposes of the same and as a deductible consequence of the
income obtained, such as all those losses, decreases, or expenses necessarily incurred for the production of
income and to maintain the source generating income, regardless of the item in question, in the sectors of industry, commerce or services that involves a measurable, recognizable, inherent to the activity and with a real
cost, in the activity developed, such as for example the trade of perishable goods, the trade of consumer
goods, textiles, the electrical industry in all its stages, the hydrocarbons sector in all its stages, among others.
However, the same Decree establishes as a requirement to be deductible that the decrease, loss, expense or
cost be duly documented and recognized or accredited by the corresponding current bodies or regulatory entities.
Consequently, it will be necessary, in order to consider a loss as a deductible, for there to be recognition by a
regulatory body of the economic sector to which the Taxpayer corresponds. In this sense, in principle it would
seem that the deductibility of losses or losses could be exploited by companies that are in regulated markets.
In any case, it is advisable to analyze the particular situation of each company before making a decision on
whether or not to deduct the production losses or decreases for tax purposes.
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