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Who pays taxes in Spain?

Those who live and work in Spain will pay taxes on both income and
assets. To do so, they will be required to file a tax return. However,
whether you pay taxes on all your assets or just those owned in Spain
will depend on your residency status.

Spanish tax includes property, investment interest, and goods and
services offered.

The tax year in Spain starts at the beginning of the calendar year and
ends on the last day of the calendar year. Residents are those that
live in Spain more than 183 days per years.

As a resident, you will pay Spanish income tax on income earned
anywhere in the world. Taxes are calculated on a progressive scale,
though deductions are available. Non-residents will only pay tax on
Spanish income plus potential income you could make if you rent
your Spanish property. This tax is paid even if you choose not to rent.

Taxes are divided between state and regional governments.

Each region elects its own tax rates, so rates vary across the country
for:

® Income tax

® Property tax

e Wealth tax

e Capital gains tax

¢ Inheritance tax
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Taxation for Residents

You are considered a resident for fiscal purposes if you live in
Spain more than 183 days. This does not have to be consecutive
days. You are also considered a resident if your main vital interests
are in Spain such as family or business.

As a resident, you will need to prepare a Spanish tax return if:

« Employment income is more than EUR 22,000 except if the
income is a pension from one’s country of origin or a company
salary outside of Spain.

* You are self-employed
* You have your own business
» Rental income is more than EURO 1,000 during the year

 Capital gains plus savings income of more than EUR 1,600 a
year

* This is your first year declaring tax residency Using Form 720,
you have to declare international assets worth more than EUR
50,000.

Then, you will be taxed on income after the following deductions:
Social security deductions « Pension ¢ Personal allowance

* Professional costs « And more the more you make, the higher the
tax rate is going to be.

Contact us about Spanish resident taxes
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Taxation for Non-Residents

For those living in Spain less than 183 days, you will pay taxes as
a non-resident. This means that taxable income is only that earned
while in Spain. You will have a flat rate and no deductions.

Property owners in Spain must submit a tax return and pay
Spanish property taxes plus local property taxes even if the
property was not rented.

The tax rate for non-residents in Spain is 19% for EU residents,
Iceland and Norway, 24% for all other countries.

Please contact us about Spanish non-resident taxes.
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Dual Taxation Agreements

Spain has many agreements with other countries to help
residents avoid double taxation.
You can find a list of current treaties at the Spanish tax authority.

Income Tax

Personal income tax is known as IRPF. Each region in Spain
determines the rates, so your tax will depend on where you live.
Currently, Madrid has the lowest rates from 19% to 43.5%.
Andalucia has the highest top rate at 48% for income of more than
EUR 120,000.

Here are the basic Spanish tax rates. You will note that the
government is working to reduce and simplify taxes in Spain:

*Up to EUR 12,450: 19 percent
*EUR 12,450-20,200: 24 percent
*EUR 20,200-35,200: 30 percent
*EUR 35,200-60,000: 37 percent
*EUR 60,000-300.000: 45 percent
*More EUR 300.000: 49 percent

Keep in mind that your taxes will include the state’s general tax
rates plus regional rates.

To see regional Spanish tax rates, click here.
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Registering To Pay Taxes

In order to pay Spanish taxes, you will need to register with the
Spanish tax authority. This is true whether you are a resident or

non-resident.
You will need your NIE number and should fill out Form 30. This
form is also used to change your details.

To learn more about filling out Form 30, click here.
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Filing Your Tax Return as a Resident

If you are a resident in Spain for the first time, then you are required
to file a tax return. In subsequent years, you only file a tax return if:

1. Your income from all sources is more than EUR 8,000, AND you
have less than EUR 1,600 in bank interest or investment income.

2. Your rental income is more than EUR 1,000
3. Pensions: Taxed progressively from 8 to 40%
4. Your annual income from employment is more than €22,000.

To file, you will use Form 100. Tax returns are submitted during
May and June, with June 30th as the deadline.
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Filing Your Tax Return as a Non-Resident

The current income tax for non-residents is 24% unless you are an
EU/EEA citizen with a 19% rate.

Additionally, here is how income is taxed in the following income
categories:

« Capital gains from transferred assets: 19%

* Investment interest and dividends: 19%. EU citizens are exempt. (This
rate may be lower due to double taxation treaties.)

* Royalties: 24%
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Income Tax for Foreigners Working on Assignment

If you are working in Spain because of an employment contract with
a Spanish company, you will be subject to Beckham’s Law.

In this situation, you only taxed on Spanish income, even if you live
in Spain more than 183 days.

The rate is 24% up to EUR 600,000 and 45% for more than EUR
600,000.

Additionally, capital gains tax on interest outside of Spain is
excluded.

You may fall under Beckham’s Law as a Spanish tax resident if you
have not lived in the country in the past ten years. You must declare
this status within six months of your arrival and keep this status for
up to five years.
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Tax Deductions and Allowances

As a resident, you will be given some tax deductions and
allowances.

These include:

* Personal allowance under age 65: EUR 5,550
* Personal allowance age 65 to 74: EUR 6,700
* Personal allowance 75 and older: EUR 8,100

* Allowances for children under the age of 25 who do not earn more
than EUR 8,000:

- EUR 2,400 for the first child
- EUR 2,700 for the second

- EUR 4,000 for the third

- EUR 4,500 for the fourth

An additional allowance of EUR 2,800 for each child under three
years.

 Allowances for having a senior living with you making less than
EUR 8,000:

- EUR 1,150 for seniors 65 to 74
- EUR 2,550 for seniors 75 and up
« Social security deductions
* Pension contribution deductions
* EURO 1,500 of dividend interest deduction
* Home buying deductions
* Home renovating deductions
+ Charitable donations deductions
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Marriage and Taxes

When married, you can choose your tax status as single or married.
Compare your tax rate to determine which would be most beneficial
to you.

Keep in mind that there is an additional married couple’s allowance
of EUR 3,400 in addition to the personal exemption of EUR 5,550.

Property Tax

If you own property at the beginning of the calendar year, you will
need to pay a local property tax known as IBI.

This is true of both residents and non-residents.

The amount is the rental value times the tax rate. These tax rates
vary by municipality.

You will also pay the rubbish collection tax. For non-residents, you
will also pay an imputed income tax. This is a flat rate on the income
potential of your property. If you sell a property, you will pay:

* Property transfer tax (ITP)
 Local tax on the increase in value of the land
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Capital Gains Tax

In Spain, capital gains are paid on the profits from selling a property
or other investment. These rates have recently been cut. (This
indicates that this is if you sell while being a tax resident in Spain.)
* 19%: Profit up to EUR 6,000

* 21%: Profits from EUR 6,000 to EUR 50,000
» 23%: Profits above EUR 50,000

Spanish Wealth Tax

Spanish citizens want the wealth tax abolished, but the wealth tax
is currently in force and is payable on the value of your assets at
the end of each year.

This tax is for net assets of more than EUR 700,000 at a rate of 0.2
to 2.5%.

As with income taxes, residents pay on all assets, and non-
residents only pay on Spanish assets.
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Inheritance and Gift Tax

Inheritance and gift taxes, sometimes known as succession taxes,
have changed for EU/EEA citizens.

Those from the EU/EEA will be treated as residents for this tax,
effectively reducing it from 80% to 1 to 7%, depending on the
region.

If you have paid an inheritance or gift tax between 2011 and 2015,
you may be due a refund.

Some regions, like Andalucia, have created inheritance laws that
favor families, reducing inheritance taxes significantly.

Since Spanish taxes are complex, be sure to speak with an expert.

VAT (IVA)

VAT stands for value-added tax. It is sometimes known as IVA in
Spain (Impuesto sobre el Valor Afiadido):

* IVA General: 21% on goods and services — 21 percent on goods
and services.

* IVA Reducido: 10% on passenger transport, toll roads, amateur
sporting events, exhibitions, health products, non-basic foods,
rubbish collection, pest control, and wastewater treatment.

* IVA Super reducido: 4% on essential foods, medicine, books, and
newspaper

As of July 2017, the tax authority now requires freelancers to
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submit invoices online to their website. Vat payers will be given 8
days to do so.

Corporate Tax

Corporate taxes, like personal taxes, have been reduced recently
in Spain. Here is a general overview of corporate taxes:

» General corporate tax rate: 25%
* New company tax rate: 15% for first two years

* Profits locked into a special reserve for five years: Reduction of
tax by 10%

« The same principles apply to net profit earned from rental
properties, when the landlord is a Spanish company, Profits are
taxed at the standard corporate tax rate of 25%, unless the
company is a startup, in which case a reduced rate of 15% applies
to taxable profits for the first two years of operation.

« The same principles apply to net profit earned from rental
properties, when the landlord is a Spanish company. Profits are
taxed at the standard corporate tax rate of 25%.

If you need information on self-employment and freelancers in
Spain, click here.

Rental Tax

Tax resident in Spain:

You are required to declare any earnings from rental properties on
your annual declaration of income tax (IRPF or the Impuesto de
Renta de Personas Fisicas, in Spanish) as a landlord or private
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individual and tax resident in Spain.

The amount of tax you pay will depend on the total amount you
earn during a fiscal year. This said, a few deductions can be offset
against gross income earned from rent.

Some examples of the relevant deductions could be;
- maintenance costs
- annual depreciation
- mortgage interest
- community charges, municipal
- property taxes
- refuse collection and similar outgoings.

Furthermore, when a property is rented to tenants for use as their
primary residence (long term contract), landlords are permitted to
reduce net profits (income earned minus costs) by 60%.

Non-Tax Resident in Spain:

If the landlord is not resident in Spain for tax purposes, the amount
of tax due in Spain depends on where you normally pay tax.

If you’re tax resident in the European Union, you are required to
pay 19% of net income, whereas if your fiscal residence is outside
of Europe, the fixed rate is 24% of gross income.

And the deductions described above are not applicable.

In either case, you are required to declare income and pay tax on
a quarterly basis, using the 210-model form.
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The information provided in this guide provides general information, but you should
always talk with a professional to understand your specific circumstances. In addition
to checking out the Agencia Tributaria (Spanish tax authority’s) website here, you can
contact Fuster & Associates for help understanding the tax implications of purchasing
property in Spain

How to proceed?

If you want any further information on the purchase process or any of our
services then please give us a call or email, or visit us at one of our offices.

L.a Zenia Teulada

Centro Comercial Bellavista, L4 CN-332, kmygo La Zenia, Orihuela 95 Ground Floor, Avenida del Mediterrineo, Teulada,
Costa 03189 Alicante 03725, Alicante

+34 965 271 505 +34 865 603 541

Los Alcazares Finestrat

301, Avenida de la Libertad Edificio Europa, 1st Floor, No.6 Los

A keards ape Maivia Terra Mar C.Negocios, A. Pais Valencid 7, P. Ind. La Cala, 03509 Alicante

+34 968 575 650 +34 065002 116
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