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@® THE TAXPAYER AND RESIDENCE

While residents in Spain pay taxes on their income worldwide, non-
residents are taxed only on their income from sources within Spain.
That is why residency is so important.

A. Residence of the individual

Individuals are deemed to be residents in Spain when they meet
any of the following criteria:

e They remain in Spain for more than 183 days during a calen-
dar year. In order to determine the period of stay, sporadic
absences are included in the count, except those where the
tax residence in another country is proved. In the case of
countries or territories labeled as tax havens, the Tax
Administration can demand proof of stay in that tax haven over
a period of 183 days in a calendar year.

In order to determine the period of stay, temporary stays in
Spain that are the consequence of contractual obligations in
agreements of cultural or humanitarian collaborations per-
formed free of charge with the Spanish Public Administrations
are not included.

e Their main base or centre of activities or economic interests is,
directly or indirectly, in Spain.

Also, it is presumed, except if proved otherwise, that a taxpayer has
his usual place of residence in Spain when, using the above crite-
ria, his spouse -not legally separated- and underage dependent
children are permanent residents in Spain.

In addition, individuals of Spanish nationality who prove their new
residency in a tax haven (Appendix V), will continue to be deemed
residents in Spain for income tax purposes (Impuesto sobre la
Renta de las Personas Fisicas - IRPF), both in the taxable period
during which they change their residency as well as in the four tax
periods thereafter. However, this rule will not apply to individuals
resident in Andorra who prove their status as wage-earning work-
ers, provided that they comply with certain requirements.

An individual will be considered either as resident or nonresident for
the whole calendar year, because a change of residency does not
interrupt the taxable period.

Accreditation of fiscal residence

Tax residence is proved by a certificate issued by the competent
Tax Authority of the country concerned. The period of validity of
these certificates is one year.

A person may have a residence permit or administrative residence in
a State and not be considered a resident therein for tax purposes.
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Supuestos especiales

Individuals of Spanish nationality, their not legally separated spouse
and their under-age children, who have their usual place of resi-
dence abroad, will continue to be considered income tax (IRPF)
payers if they are:

e Members of Spanish Diplomatic Missions, including both the
head of the mission and the members of the diplomatic,
administrative, technical and service staff.

e Members of Spanish Consular Offices, including both the
head of the office and the civil servants or service staff with the
exception of honorary vice-consuls or honorary consular
agents and the staff under them.

e Holders of State official positions or employment as members
of delegations and permanent representatives accredited to
international organizations or who form part of delegations or
missions of observers abroad.

e Active duty civil servants exercising an official position or job
abroad which is not diplomatic or consular in nature.

However, these rules will not apply when:

a) When defining a person as a resident of a State, all the Tax
Agreements signed by Spain defer the question to internal leg-
islation of each State. Bearing in mind that each State may
establish different criteria, two States may consider a person
as a resident of their own jurisdiction.

b) In the case of not legally separated spouses or underage chil-
dren, when their usual place of residence was abroad prior to
the acquisition by the spouse, father or mother of any of the
circumstances listed above.

Residency and Tax Agreements

When defining a person as a resident of a State, all the Tax
Agreements signed by Spain defer the question to internal legisla-
tion of each State. Bearing in mind that each State may establish
different criteria, two States may consider a person as a resident of
their own jurisdiction.

In these cases, the agreements generally establish the following cri-
teria to avoid the conflict of being deemed a resident of both States:

1) A person will be deemed to be a resident in the State in which
he has a permanent home available to him.

2) If he has a permanent home available to him in both States, he
shall be deemed to be a resident of the State with which he
has the closest personal and economic relations (centre of
vital interests).




3)If the above criteria could not be determined, he shall be
deemed a resident of the State in which he has a habitual
abode.

4) If the person has his habitual abode in both States or in nei-
ther of them, he shall be deemed to be a resident of the State
of which he is a national.

5) Lastly, if he is a national of both States, or of neither of them,
the competent authorities shall settle the question by mutual
agreement.

B. Residence and entities

An entity is deemed to be a resident of Spain when it meets any of
the following criteria:

e |t was incorporated in Spain.
e |t has its registered office on Spanish Territory.

e lts effective chief office is located in Spain. An entity is
deemed to have its effective chief office in Spain when the
management and control of the sum of its activities is exer-
cised from within the territory.

The tax period will end in the case of a change of residence.

The Tax Administration may presume that an entity located in a
country or territory labeled as a tax haven has its residence on
Spain when its main assets, directly or indirectly, are property situ-
ated in, or rights to be fulfilled in, Spain, or whenever its main activ-
ity is undertaken in Spain. On the other hand, the entity may prove
that its direction and effective management are within that country
or territory, and also that its incorporation and operations corre-
spond with valid economic motives and substantive business rea-
sons that differ from the simple management of securities or other
assets.

Accreditation of tax residence

An entity may prove its tax residence in a specific country by means
of a certificate issued by the Tax Authority in that country. The peri-
od of validity of these certificates is one year.
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@® INCOME OBTAINED IN SPAIN
EXEMPTIONS

Nonresident individuals and organizations shall be deemed nonres-
ident taxpayers insofar as they obtain income in Spain.

A. Income obtained in Spain

The two traditional criteria to consider certain income as obtained
in Spain are territoriality and source of payment. However, in accor-
dance with the regulations in force since 1 January 2003, the crite-
rion will only be applicable when it is expressly established. Below
are the criteria to determine when income is deemed to have been
obtained in Spain, based on the type of income.

Earnings derived from economic activities

e Those obtained through a permanent establishment situat-
ed in Spain.

e Those obtained not through a permanent establishment
when:

- They are derived from economic activities performed in
Spain, except for revenue from the installation or assembly
of machinery or installations of foreign origin, when these
operations are performed by the supplier and their amount
does not exceed 20% of the cost price. Notwithstanding the
above, earnings obtained as payment in the international
trade of goods, including additional expenses and media-
tion fees, are not deemed to have been obtained in Spain.

- They are payment for services rendered or used in Spain.
When these services support economic activities performed
in Spain only partially, those earnings shall be deemed
obtained in Spain only for the part that supports the activi-
ties performed in Spain.

- They are derived from personal performances in Spain of
artists and athletes, even when the earnings are received by
a different person or organization.

Wages and Salaries

e |n general, any income derived from personal dependent serv-
ices performed in Spain.

e Compensation paid by the Spanish Government, except
where the work is wholly performed abroad and such earnings
are subject to a foreign personal income tax.

e Compensation received by employees of ships and aircraft in
international traffic paid by resident employers or organiza-
tions or by permanent establishments located on Spain,
except where the work is performed wholly abroad and such
earnings are subject to a personal income tax abroad.




Pensions and other similar benefits

e When they are derived from employment performed in Spain.

e When they are paid by a resident person or organization or by
a permanent establishment located in Spain.

Remuneration of directors and members of Boards of
Directors, of Boards performing their duties, or of representa-
tive organizations

e When they are paid by an organization resident in Spain.

Income from financial assets and other movable capital

e Dividends and other earnings derived from stock ownership of
organizations that are resident of Spain.

® |nterest and other income from debt-claims of every kind paid
by resident individuals or organizations or by a permanent
establishment situated on Spain or repayments of loans of
capital used in Spain.

¢ Royalties paid by resident individuals or organizations or by
permanent establishments situated on Spain or which are
used in Spain.

e Other income from movable capital paid by individuals per-
forming economic activities or activities related to them, by
organizations resident in Spain or by permanent establish-
ments located in Spain.

Earnings from real estate property

e Earnings derived, directly or indirectly, from real estate assets
located in Spain or from rights relating to these assets.

Presumed income imputed to individuals who are titleholders
of urban real estate not performing economic activities.

e Of buildings located in Spain.

Capital gains
e When they are derived from securities issued by resident indi-
viduals or organizations.

e When they are derived from financial or other movable assets
situated in Spain or from rights to be fulfilled in Spain.

e When they come from real estate assets situated in Spain.

e When any asset located in Spain or right to be satisfied or
exercised in Spain becomes property of the taxpayer, even
when not derived from a previous transaction, as in gains from
gambling.

Possible exemptions applicable to any type of income:

Income paid to nonresident individuals or organizations by for-
eign permanent establishments shall not be deemed to be
obtained in Spain when the services rendered are directly
linked with the activity of the permanent establishment in the
foreign territory.

B. Exemptions

The following types of income obtained by nonresidents other than
through a permanent establishment are exempt from nonresident
income tax:

1. Income which, in accordance with Income tax regulations, is
exempt (except for income referred in letter “y” of article 7 of
the Income Tax Act) and which is received by individuals,
such as:

- Scholarships and grants

Starting from 1 January 2004 public scholarships and schol-
arships awarded by non-profit organizations to which is
applicable the special regime regulated in part Il of Act
49/2002 of 23 December, on the tax regime of non-profit
organizations and the tax incentives for patronage, set up to
support regulated courses, both in Spain and abroad, at all
levels and grades of the educational system. Likewise, pub-
lic grants and those awarded by non-profit organizations
mentioned above for research in the field described by
Royal Decree 63/2006, of 27 January, whereby the Statute
regarding research staff in training was passed, as well as
those grants awarded for research by those organizations to
civil servants and other staff at the service of the Public
Administrations and to teaching and research staff of the
universities.

Until 31 December 2003 public scholarships for studies at
all levels and grades of the educational system up to univer-
sity degree or equivalent were exempt.

- Pensions

Pensions recognized by Social Security as a consequence
of absolute permanent disability or severe disability or for
retired public servants as a consequence of being unfit for
work or permanent disability.




- Lottery winnings, betting and draws

Winnings from lotteries and betting organized by the State
Lottery and Betting Organization (Loterias y Apuestas del
Estado) and the Comunidades Autonomas, as well as draws
organized by the Spanish Red Cross (Cruz Roja) and by the
National Organization for the Blind (Organizacion Nacional
de Ciegos - ONCE).

.Pensions for the elderly recognized by Royal Decree
728/1993, of May 14, whereby old age pensions in favor of
Spanish expatriates were established.

.Interest and capital gains derived from financial and other
movable assets obtained by residents of other Member
States of the European Union (EU) or by permanent establish-
ments of those residents of another Member State of the EU
(Appendix VI) with three exceptions:

- Those obtained through a tax haven (Appendix V).

- Net gains derived from the transfer of stocks, shares or
other ownership rights in an organization which main assets
are real estate located in Spain.

- Net gains derived from the transfer of stocks, shares or
other ownership rights in an organization when the taxpay-
er, at any moment during the previous 12 months, has
directly or indirectly owned at least 25% of this organiza-
tion's capital or assets.

.Income derived from Public Debt, except income obtained
through a tax haven (Appendix V).

.Income and capital gains derived from securities issued in
Spain by nonresidents.

.Interest of nonresident accounts. For the sole purpose of
waving the withholding on interests of nonresident accounts,
the nonresident individual or organization may provide the
financial institution with a certificate issued by the Tax
Authority of the country of residency or with a formal self-
statement declaring they are residents of another State for tax
purposes. This declaration must be similar in content to the
form contained in Appendix VI of 9, December 1999 Orden,
whereby Forms 216 and 296 were approved (BOE of
December 16).

In addition, the "Banco de Espana” and the registered organi-
zations that provide nonresident accounts in Spain under the
laws of financial transactions abroad, are obliged to file Form

10.
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291 "Nonresident income tax - Report of income paid to non-
resident accounts", with the aim of providing information
about these accounts to the Tax Administration.relativa a las
mismas.

. Profits distributed by subsidiary companies resident in Spain

to their parent companies resident in another Member State of
the EU or to the permanent establishment of the parent com-
pany located in other Member States (Appendix VI), provided
that they meet specific conditions.

A company is considered a Parent company when it owns a
direct stake of at least 20% in the capital of another company.
(This percentage will be 15% from January 1, 2007 and 10%
from January 1, 2009). The controlled company is known as
the subsidiary. For this exemption to be applicable the parent
company must not have its residence or the permanent estab-
lishment must not be located in a country or territory defined
as a tax haven (Appendix V).

Income derived from the transfer of securities or the reim-
bursement of shares in mutual investment funds in official
secondary markets of Spanish securities, obtained by indi-
viduals or organizations that are resident of a country that has
signed a Tax Agreement with Spain containing a clause for
information exchange, except when it is obtained through a
tax haven (Appendix V).

. Scholarships and other amounts received by individuals, paid

by Public Administrations, by virtue of international cultural,
educational and scientific agreements or treaties or by virtue
of the annual international co-operation plan approved by the
Spanish Cabinet (Consejo de Ministros).

Income from lease, cession or assignment of containers or
bareboat ships and aircraft, used in international maritime or
aerial navigation.

. Dividends and shares of profits obtained by individuals that

are resident in another Member State of the European Union
or in countries or territories with which there exists an effective
exchange of tax information, with a limit of 1,500 euro per cal-
endar year. This exemption is not applicable to the dividends
obtained through a tax haven. (Effective from January 1, 2007).




® OTHER PERSONAL ELEMEMTS

With regard to nonresidents, in addition to the taxpayer, the follow-
ing personal elements, among others, are of special importance:

* The representative
e The surety
e The withholder

A. The representative

Nonresident taxpayers have an obligation to appoint a representa-
tive with residency in Spain in the following situations:

¢ When they operate through a permanent establishment

* When they do not operate through a permanent establishment
but provide services, technical assistance, installation or
assembly work derived from engineering contracts and in gen-
eral activities or financial operations in Spain not through a
permanent establishment.

* Whenever the Tax Administration requires it.

e For residents of countries or territories with no effective tax
information exchange agreement in force, when they are hold-
ers of assets located in, or rights to be settled or exercised in
Spain, other than securities traded in official secondary mar-
kets.

However, taxpayers may voluntarily appoint a representative with
residence in Spain who can serve as a communications liaison with
the Tax Administration.

The representatives of nonresident taxpayers operating in Spain
through a permanent establishment and of flow-through entities
established abroad with a "nexus” in Spain will be primarily liable for
their tax liabilities.

B. The surety

The following will be primarily liable for the taxes corresponding to
income they have paid, or derived from assets they manage or for
which they are depositories:

e The payer of the earnings accrued not through a permanent
establishment.

e The receiver or manager of assets or rights not attached to a
permanent establishment.

7
B Bl |

In the case of a payer of earnings as well as of a receiver or man-
ager of assets or rights belonging to residents in countries or
territories considered as tax havens, the Tax Administration may
claim the tax directly from the surety, even though the principal may
not have been declared in default.

However, the surety only applies when withholding is not
mandatory.

C. The withholder

The withholder must withhold and pay to the Treasury the non-
resident's tax due.

Organizations obliged to withhold tax

Among the organizations obliged to withhold tax -or to deposit it on
account of in-kind payments- from the income they pay to nonres-
idents are:

e Entities that are resident in Spain (also those in flow-through
tax regime).

¢ Individuals that are resident in Spain and undertake eco-
nomic activities.

* Nonresidents with a permanent establishment.

¢ Nonresidents without a permanent establishment, with
respect to the salaries, wages and other payments they pay
for dependent personal services.
Income types subject to withholding of tax

Generally, any income subject to nonresident income tax is subject
to withholding.

Exceptions to the obligation to withhold tax

There is no obligation to withhold tax for the following types of
income:

e Income that is exempt (see specific section for exemptions).

Notwithstanding the above, there is an obligation to with-
hold tax with respect to the income referred to in point 11 of
the specific section of exemptions.

e I[ncome exempt by means of an Agreement to avoid double
taxation.




* Income obtained by nonresidents with no permanent estab-
lishment when payment of the tax is shown by the nonresi-
dent.

The nonresident taxpayer has the right to file and pay his
income tax. If this circumstance is shown, there is no obli-
gation to withhold tax.

e Capital gains. However, there is an obligation to withhold tax
with respect to:

- Prizes received from participating in games, competitions,
stakes or other types of betting.

- Transfer of real estate assets located in Spain.

- Income derived from the transfer or reimbursement of
stocks or shares which represent capital or equity in collec-
tive investment institutions, except those listed investment
funds regulated by section 49 of Regulation 35/2003 regard-
ing mutual investment institutions, passed by Royal Decree
1309/2005.

Amount to withhold

The amount withheld should be equivalent to the tax liability.

However, the withholder must withhold on the gross amount, with-
out accounting for the following expenses or deductions (which will
be later applicable when calculating the tax): salaries and wages;
supplies acquired for economic activities performed without a per-
manent establishment; the quota of the special tax on real estate
assets of non-resident organizations, and charitable contributions.

Obligation to report

Generally, the withholder must file a return and pay the amount
withheld using Form 216. Likewise, the withholder must file an
annual summary using Form 296.

For income withheld in the transfer and reimbursement of stocks or
shares in mutual investment institutions (e.g. mutual funds) there are
specific forms: Form 117 which is summarized in the annual return,
Form 187.
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® INCOME OBTAINED THROUGH
PERMANENT ESTABLISHMENTS

Nonresident taxation in Spain varies considerably according to
whether a permanent establishment exists in Spain or not, so this
concept is particularly important.

A. Definition of permanent establishment

An individual or organization operates through a permanent estab-
lishment when they have available in Spain:

Head office

Branch offices

Offices

Factories

Workshops

Warehouses, shops or other establishments
Mines

Oil or gas wells

Quarries

Farming, forestry, livestock operations or any other place
of exploration or extraction of natural resources.

Construction, installation or assembly works whose
duration exceeds six months.

In short, when a nonresident has available in Spain, under any title,
facilities or places of work of any type in which he usually performs
all or some of his business, or when he acts in Spain through an
authorized agent with the power to contract on behalf of the non-
resident person or entity, he is deemed to be a nonresident acting
through a permanent establishment.




B. Taxable base, tax rate, deductions, tax period,
due date and supplementary taxation

Nonresidents who obtain income through a permanent establish-
ment in Spain will pay nonresident income tax on the total income
attributable to that establishment, no matter where the income is
obtained.

Attributable income may derive from the economic activities or
operations undertaken by this permanent establishment, from
assets that are part of the permanent establishment and from cap-
ital gains or losses derived from integrated elements.

Integrated elements are those linked functionally to the undertaking
of the activity. Assets that are severed from the permanent estab-
lishment and transmitted will be deemed to be integrated with the
PE during the three tax periods following the severance.

Stocks shall only be deemed to be integrated with a PE when the
permanent establishment is a branch office registered in the
Registry of Companies (Registro Mercantil), the assets are account-
ed for in the books of the permanent establishment and, being a
permanent establishment which may be regarded as a parent
organization, the permanent establishment has set up an appropri-
ate organization of material resources and personnel in order to
direct and manage these shares.

Taxable base

The taxable profit of the permanent establishment is determined in
accordance with the provisions of the general Corporate Income
Tax (régimen general del Impuesto sobre Sociedades), including the
carry forward of net operating losses (fifteen years), with the follow-
ing special rules:

e Application of the arm’s length principle for related parties
operations performed by the permanent establishment with
the head office or with another permanent establishment of
the same company, and with other individuals or organizations
bound to the head office or its permanent establishments,
either located in Spain or abroad.

e Generally, payments from the permanent establishment to the
head office as fees, interest, commissions, technical assis-
tance, services and for the use or assignment of assets or
rights are not deductible.

e Partial deductibility is allowed for general administration and
management expenses imputed by the head office to the per-
manent establishment, as long as they are accounted for in the
books of the permanent establishment and are imputed con-
tinually and rationally. To identify these expenses, taxpayers
are entitled to submit proposals to the Tax Administration to
obtain an advanced valuation of the portion of management
and general administration expenses that will be deductible.
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Tax rate

35% (32.5% for taxable periods
starting January 1, 2007 and 30%
for those starting January 1, 2008)

In general

40% (37.5% for periods starting
January 1, 2007 on and 35% for
periods starting January 1, 2008)

Oil and Gas research and
extraction activitie

Deductions and credits

Permanent establishments can apply the same deductions and
credits as general Corporate Income Tax payers (Impuesto sobre
Sociedades - IS) to their net tax liability.

Tax period and due date

The tax period coincides with the financial year for which the tax
return is filed, not to exceed twelve months. The tax is due on the
last day of the taxable period.

Permanent establishments are obliged to comply with the same for-
mal, registral and accounting obligations that are required of resi-
dent organizations.

Supplementary taxation

When permanent establishments of nonresident entities (not of
individuals) transfer income abroad, a supplementary tax of 18%
(15% until January 1, 2007) will be due on the amounts transferred.

However, this tax will not be applicable to permanent establish-
ments whose head office is a resident of another Member State of
the EU (Appendix VI), provided that is not a resident of a country or
territory labeled as a tax haven, nor to PE whose head office is res-
ident of a State that has signed an agreement to avoid double tax-
ation with Spain in which no other arrangements are expressly
established, on condition of reciprocity.

The supplementary tax must be filed on Form 210 within one month
from the date the income is transferred abroad.

C. Tax withheld, payment on account of in-kind
income, estimated tax. Tax return

Tax withheld and payments on account of in-kind income

Permanent establishments are subject to the same regime of tax
withholding at the source as corporations and entities subject to
Corporate Income Tax.




Estimated Tax e Forms:
Permanent establishments are obliged to make advance payments 200 (simplified) or 201 (ordinary)
of estimated tax on account of their yearly tax liability under the )
same conditions as entities subject to Corporate Income Tax. The * Where to file:
formal obligations relating to estimated tax are: Simplified tax return: Form 201
e Deadlines: The place of filing depends on the result of the tax return
First 20 calendar days of the months of April, October and (see table).
December. .
Result of the tax Where to file
* Forms: return the return
- Generally, Form 202
When no tax is due under the rules of estimated tax, it is Any office, within Spain, of an
not mandatory to file Form 202. Positive authorized collaborative organization
- Large Business, Form 218 (tax to be paid) (most banks, savings banks, or credit
' cooperatives).

In this case, the Form must be submitted even when no

estimated tax is due.

Generally, any office of an authorized
collaborative organization, within

e Where to file for estimated tax:

- Form 202 For refund Spain, where the taxpayer has an
The filing and payment of Form 202 may be made with or refun account and where he wishes to
any of the collaborative tax collecting organizations (most receive the amount of the refund
banks, savings banks or credit cooperatives) locate in requested.
Spain.

- Large business, Form 218 Relinguishi

quishing the .
Form 218 must be filed electronically. refund or zero Offices of the Tax Agency personally
leT or by registered mail.
Tax return ge

Permanent establishments must file yearly a Tax return using the

same Forms and within in the same deadlines as resident organiza-
tions subject to Corporate Tax. This Form must be filed electronically.

Ordinary tax return: Form 200

e Deadline:

25 calendar days following the 6 months after the conclu-
sion of the tax period.
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® INCOME OBTAINED FROM SOURCES
OTHER THAN A PERMANENT
ESTABLISHMENT

A. Taxable base, tax rate, deductions

Income obtained from sources other than a permanent establish-
ment must be filed separately for each partial or total accrual of
income subject to tax.

The tax applies operation by operation, so there is no possibility to
compensate between capital gains and losses.

Taxable base

Generally, the taxable base is the net amount received, without
deduction of any expenses.

In the case of provisions of services, technical assistance, installa-
tion or assembly works derived from engineering contracts and, in
general, from activities or financial operations performed in Spain
not through a permanent establishment, the taxable base will be the
difference between the gross amount and the wages and salaries,
supplies of materials incorporated into the work or service and
other supplies.

The taxable base corresponding to earnings derived from reinsur-
ance operations will be the total amount of the reinsurance premi-
ums paid to the nonresident reinsurer.

The taxable base corresponding to capital gains will be determined
applying the general income tax rules to each capital transfer.

With regards to capital gains derived from stock or shares in an
organization whose assets are mainly real estate situated in Spain
or which attribute to the holder the right to use real estate assets
located in Spain, for the proceeds derived from the transfer of stock
or shares of organizations that are resident of countries or territories
with which there does not exist an effective exchange of tax infor-
mation, the value of the transfer will be determined by market value,
at the moment of the transfer, of the real estate property located in
Spain or of the rights to use those assets. The real estate assets
located in Spain will remain liable for the payment of the tax.

The taxable base corresponding to the imputed income from real
estate assets located in Spain (in the case of nonresident individu-
als) will be determined in accordance with Income Tax regulations.
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Tax rate
1) Generally, 24% (up to December 31, 2006 it was 25%).

2) Wages and salaries, received by nonresident individuals by
virtue of a fixed term contract for seasonal workers, within the
scope of Labor regulations, 2%.

3) Dividends and other income derived from the stake of owner-
ship in an organization. The tax rate varies based on the year
in which it is due (see table).

Due in 2001 2003 From
years 2002 2006 1-01-2007
Tax
e 18% 15% 18%

4) Interest and other income obtained through the assignment of
owned capital to others. The tax rate varies based on the year
in which it is due (see table).

Due in 2001 2003 From
years 2002 2006 1-01-2007
Tax
rate 18% 15% 18%

5) Royalties paid to a company that is a resident of a Member
State of the EU or to a permanent establishment of this com-
pany located in another Member State of the EU, 10%, provid-
ed certain requirements are met (effective January 1, 2005).

6) Pensions and other similar benefits received by individuals
who are nonresidents in Spain, whoever the person who gen-
erated the right to the payment may be, will be taxed in accor-
dance with a scale (see specific section for pensions).

7) Income derived form dependent personal services of individu-
als who are nonresidents in Spain, provided that they are not
subject to Spanish Income Tax, working for Diplomatic
Missions and Spanish Consular Representations abroad,
when there are no specific rules derived from International
treaties to which Spain is a party, will be taxed at 8%.




8) Proceeds derived from reinsurance operations, 1.5%.

9) Shipping or air transport organizations resident abroad, whose
ships or aircraft are physically present in Spain at any point, 4%.

10) Capital gains derived from the transfer or reimbursement of
shares or stakes representative of capital or assets of mutual
investment institutions, which will pay tax at the rate in force
for the year in which the tax is due (see table).

Due in 2001 2003 From
years 2002 2006 1-01-2007
Tax
e 18% 15% 18%

11) Other capital gains that come to light during the transfer of
assets other than those mentioned above, 18% (until
December 31, 2006, it was 35%).

Deductions

Deductions allowed from the taxable income are as follows:

e Deductions for charitable contributions, under the conditions
described in the Income Tax Act (IRPF) and in the Act setting
up a tax regime for not for profit organizations and of tax
incentives for patronage.

e Tax that may be withheld on the taxpayer's income.

B. Methods of filing a return for income obtained
from sources other than permanent
establishments

Nonresident taxpayers will not be obliged to file a tax return
corresponding to income when tax has been withheld. Neither
will they be obliged to file a tax return for those types of income
subject to withholding but exempt by virtue of the provisions of
the tax laws of their country of residence or by the application
of a double taxation agreement.

In particular, there is an obligation to file a tax return in the follow-
ing types of income:

® Income subject to taxation by nonresident income tax but
exempt from the obligation of withholding or paying on
account of in-kind income. This includes, for example, capital
gains derived from the sale of shares.

e Income presumed from ownership of urban real estate assets
(only individuals).
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¢ Earnings paid by people who are not withholding agents under
the law. For example, proceeds derived from the renting of real
state when the tenant is an individual and the rent is paid out-
side the sphere of an economic activity.

e Capital gains obtained by transfer of real estate assets.

¢ |n order to request a refund of an excess of tax withheld.

Ordinary return: Form 210

It is used for any type of income (only one type of income at a time)
obtained by a nonresident with no permanent establishment,
except for capital gains derived from the transfer of real estate
assets which are to be filed on Form 212.

Where to file the return:

The returns must be filed at the offices of the Tax Agency
(Delegaciones or Administraciones) in accordance with the follow-
ing rules:

e For income derived or presumed from real estate ownership,
the local Tax Agency where the building is located

e Other cases:

- When the tax return is filed by a Representative, a Surety, or
a Withholder, the office corresponding to their tax domiciles.

- When the tax return is filed by the taxpayer, the office corre-
sponding to the tax representative’s domicile. In the
absence of a representative:

a) If the tax return derives form a profit, the office corre-
sponding to the address of the payor.

b) If the tax return derives from capital gains subject to with-
holding, the office corresponding to the withholder's tax
address; in the absence of a withholder, the office corre-
sponding to the tax address of the trustee or manager of
the assets or rights. As a last resort, the Delegacion de la
Agencia Tributaria in Madrid.

However, the special Offices for Large Business (Delegacion Central
de Grandes Contribuyentes y las Unidades de Gestién de Grandes
Empresas) will be responsible for the functions attributed to them.
According to the rules set forth in the previous paragraphs, when
the tax returns are filed by the taxpayer, the place of filing will be
determined by the location of the withholder or the surety.

Payment or request for refund:

e For tax returns where tax is owed, the taxpayer will proceed as
follows:




The tax return shall be filed, whether or not it carries taxpay-
er’s identifying labels, and the payment shall be made at any
collaborative tax collecting organizations (most banks, savings
banks or credit cooperatives) located in Spain, including some
offices and branches abroad authorized by the Director of the
Tax Collection Department.

e For tax returns claiming a refund or with no amount due, the
return shall be filed in the respective Delegacion or
Administracion, according to rules previously outlined.

Deadline:
The deadline for filing tax returns is:
e Tax returns with an amount due or 0 refund:

- Generally, one month from the date of accrual of the income
reported.

- The income presumed from the ownership of urban build-
ings must be declared between January 1 and June 30 fol-
lowing the calendar year.

Nonresident taxpayers, whose estate subject to tax in Spain is
exclusively comprised of an abode, may file both the
Nonresident Income Tax (for the imputed income) and the
Wealth Tax return (corresponding to its ownership) on Form
214.

The filing and payment of this tax shall be made anytime dur-
ing the calendar year immediately after the year to which the
tax refers.

e Tax returns claiming a refund: the return may be filed after the
end of the period established for the payment of the tax that
has been withheld, with the following deadlines:

a)lf the request is derived from the application of an
Agreement to avoid double taxation (Appendix 1), except in
the case described in letter b) following:

- related to income accrued after January 1, 2003, four
years, except when the Ministry of Finance has estab-
lished a different deadline and no reciprocal agreement
exists.

- related to income accrued until December 31, 2002, two
years.

b) If the request derives from the application of an Agreement
to avoid double taxation (Appendix 1), and relates to
income referred to under an Order for the development of
the Agreement (Appendix ll), provided the Order is in force

13

at the time of accrual, during the time period stipulated in
that Order.

c) In all other cases, four years.

Collective return: Form 215

Allows for the bundling of various taxes due in the same quarter by
one or several taxpayers within the same tax return.

This tax return cannot include the following types of income:

e Income where the taxable base is determined by the difference
between gross income and certain expenses.

¢ Imputed income from urban real estate assets.
Deadlines:

The first 20 calendar days of the months of April, July, October and
January.

For returns claiming a refund, the deadlines are the same as those
for Form 210.

Where to file the return and make the payment:

The place for filing the return and making the payment is the same
as that indicated for Form 210.

C. Taxation of the most common types of income
obtained by nonresidents from sources other
than permanent establishments

Wages and salaries

Generally, income from work performed in Spain by nonresidents is
subject to taxation on its gross amount at a flat rate of 24% (until
December 31, 20086, it was 25%).

Special cases:

e Salaries and wages paid to individuals that are nonresident in
Spain, provided that they are not Income Tax payers, perform-
ing their services in Diplomatic Missions and Spanish Consular
Representations abroad, when there are no specific rules
derived from International Treaties to which Spain is a party, are
taxed at a rate of 8%.

However, if the work is performed wholly abroad and the earn-
ings received by the individual described in the previous para-
graph are subject to a personal income tax abroad, the income
will not be considered earned in Spain and therefore it won’t
be subject to non-resident income tax.




e Wages received by nonresident individuals by virtue of a fixed
term contract for seasonal workers, in accordance with Labor
regulations, will be taxed at a rate of 2%.

Independent services and other economic activities

In the case of earnings for economic activities performed in Spain
by nonresidents not through a permanent establishment, the tax-
able base will be determined by the difference between the gross
income and the following expenses:

- Salaries and wages paid
- Utility payments
- Supplies

The taxable base thus determined by the difference between
income and expenses, will be taxed at a flat rate of 24% (until
December 31, 20086, it was 25%).

Income from economic activities shall include the proceeds from
the provision of services by independent professionals and by
artists or athletes.

Earnings derived from real estate

Irrespective of whether the real estate assets are rented or not, the
income derived from them is subject to non-resident income tax.
However, the tax treatment is different depending on whether or not
they are rented.

¢ Urban buildings not rented

Nonresident taxpayers titleholders of urban buildings, which
they use for themselves and not involve in economic activities,
or that are left empty, are subject to nonresident income tax.
To this effect, the owner must calculate as income an amount
of 1.1% of the building's assessed value or “valor catastral”
(2% if the assessed value has not been revised or modified
since 1 January 1994). The tax rate on the income thus calcu-
lated is 24% (until 31 December 2006 it was 25%).

¢ Rented or sub-let buildings

The earnings are calculated by taking the gross income that
is received from the tenant, including all the assets trans-
ferred with the building, and excluding the Value Added Tax,
without deducting any expenses.

If the building is only rented for part of the year, the earnings
must be determined as in the previous paragraph for the
months during which it is rented and for the rest of the year,
the earnings will be the proportional part of 1.1% (or 2% if the
assessed value has not been updated since 1 January 1994)
of the assessed value.
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The applicable tax rate is in general 24% (up to 31 December
2006 it was 25%).

Only in the case where buildings are rented and the individual
has available in Spain at least one office or premise exclusive-
ly for managing this activity and with one or more employees
on full-time contract, the activity performed may be deemed
to be a business performed through a permanent establish-
ment and may be taxed in accordance with the rules
described in the section on "Income obtained through a per-
manent establishment".

Dividends or interest

Nonresidents in Spain who obtain dividends or interest paid by a
resident person or organization (public or private) must pay taxes in
Spain as nonresidents. If an Agreement exists, those earnings will
normally be taxed at a rate below the general rate. In the case of
interests, residents of another European Union Member State shall
be exempt, provided that the interests are not obtained through a
tax haven.

Also exempt are the interests derived from the Public Debt (except
when obtained through a tax haven) and the interest paid to nonres-
ident bank accounts.

Regarding dividends, the following are exempt (except when
received through a tax haven):

- Those distributed by the subsidiary companies resident in
Spain to their parent companies resident in other Member
States of the EU (Appendix VI), provided that they meet spe-
cific requirements.

- Those obtained by individuals resident in another Member
State of the European Union or in countries or territories with
which there is an effective exchange of tax information, with
the limit of 1500 Euro for the calendar year (with effect from 1
January 2007).

e Taxable base

This will be the total amount of these dividends and inter-
ests.

e Tax rate:

Generally, from 1 January 2007, 18%. For residents in a
country with an Agreement, the tax rate applicable will be
that established in the Agreement.




Pensions

When residents abroad receive a pension paid by a Spanish resi-
dent, the pension will be subject to Spanish tax for its gross
amount, and the rate applied will be as shown in the following
tables:

(Until 31/12/2006) Remainder of Rate
Annual pension amount Tax pension applicable
Up to (Euro) Euro Up to (Euro) Percent
0.00 0.00 9,616.19 8%
9.616,19 769.30 5.409,11 30%
15,025.30 2,392.03 And over 40%
(From 1/1/2007) Remainder of Rate
Annual pension amount Tax pension applicable
Up to (Euro) Euro Up to (Euro) Percent
0.00 0.00 12,000 8%
12,000 960 6,700 30%
18,700 2,970 And over 40%
Example:

Mr. J.C.G., resident in Paraguay during 2007, receives a retire-
ment pension paid by Spanish Social Security, which yields a
gross monthly amount of 1,100 Euro. He receives 12 payments
in the year.

Determine the amount of the corresponding tax on the pension
obtained by this taxpayer.

Solution:

1. Determination of the annual pension amount for the applica-
tion of the tax scale.
1,100 x 12 = 13,200

2. Application of the tax scale.

Upto12,000at8..........c..ccvnvuvnnn.. 960
Remainder 1,200 (13,200 - 12,000) at 30 . ... 360
Resultingcharge . ..................... 1,320

3. Determination of the average tax rate.
Average tax rate =(1,320/13,200)x 100 = 10%

4. Determination of the amount of tax corresponding to the
monthly pension
1,100 x 10% = 110 euro
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Note: As this is income subject to (and not exempt) from non-
resident income tax, the organization making the payment of
the pension (Social Security), as the Withholder organization,
should withhold tax of an amount equivalent to the tax due by
the taxpayer. i.e. on the gross amount of the pension (1,100

Euro), a withholding percentage of 10% (110 Euro) will be
applied, resulting in a net amount to be received by the taxpay-
er, once the tax has been deducted of 990 Euro

Gains from the sale of real estate

In general, capital gains obtained from the sale of real estate are
determined by the difference between the transfer and acquisition
values

The acquisition value consists of the actual amount paid for the
real estate, plus the expenses and taxes inherent to the acquisition
paid by the individual, who is now the transferor. According to the
year of acquisition, this value will be corrected by applying updat-
ing coefficients that are established on an annual basis in the Ley
de Presupuestos Generales del Estado (the updating coefficients to
be applied in 2006 and 2007 are detailed in Appendix Ill). The
amount so determined will, if applicable, be reduced by the amount
of the depreciation legally applied, in any case applying the mini-
mum depreciation. This depreciation will be updated as well
according the year in which it was suffered.

The transfer value will be the real amount realized in the sale,
reduced by the amount of expenses and taxes inherent to the trans-
fer and paid by the seller.

The capital gain, on which taxation will be paid, consists of the
difference between the transfer value and the acquisition value,
determined as described above.

Nevertheless, in the case of individuals, if the real estate
was acquired before 31 December 1994, the capital gain
calculated previously may be reduced if a transient regime is
applicable.

In these cases the following rules must be taken into account:

1-If the transfer was carried out before 29/11/2006: the total
amount of the capital gain will be reduced by 11.11% for each
year in excess of two that it remains in the estate from the
date of acquisition up to 31/12/1996, rounded up.




Example: real estate acquired on 6 January 1991 and trans-
mitted on 1 July 2006:

- number of years between the date of acquisition and 31
December 1996, rounded up: 6 years.

- percentage reduction applicable: 11.11% x 4 = 44.44%.

2-If the transfer was carried out from 30/11/2006 on: only
that fractional part of the capital gains generated before 20
January 2006 will be susceptible to reduction.

Rule 1 - Calculation of that part of the capital gain gener-
ated before 20/01/2006

The fractional part of the capital gain susceptible to reduction
is determined by the proportion of the number of days
elapsed from the date of acquisition up to 19 January 2006
with respect to the total number of days elapsed from the
date of acquisition to the date of transfer.

Rule 2 - Calculation of the reduction

To determine the amount of reduction over the part of the
capital gain that may be the object of the reduction, a reduc-
tion percentage of 11.11% per year that it remains in the
estate exceeding 2 years from the date of acquisition up to
31/12/1996 will be applied, rounded up.

If the taxpayer has acquired the real estate on two different
dates or the real estate has been subject to improvement, it
will be necessary to make the calculations as if there were
two capital gains, with different periods of ownership in the
application of the reduction coefficients and different updat-
ing coefficients.

¢ Tax rate: For transfers made from 1 January 2007, 18% (for

transfer made up to 31 December 2006, the rate was 35%).

e Form: 212.

When the real estate that is transferred is shared by both
spouses and both are nonresident, it is allowed to file just
one tax return.

e Deadline: Three months counting from the end of the period
that the new owner has to deposit the tax withheld (this peri-

od is, in turn, one month from the date of sale).

¢ Place: The Delegacion or Administracién corresponding to the

place where the real estate is situated.

Withholding of tax by the buyer

The person acquiring the real estate, whether or not he is a resident,
is obliged to withhold and deposit in the Public Treasury an
amount of 3% of the acquisition price agreed to (for acquisi-
tions made from 1 January 2007, for acquisitions made up to 31
December 2006, the rate was 5%). For the seller, this withholding
acts as a payment on account of capital gains tax arising from the
transaction. Therefore, the purchaser shall provide the nonresident
seller with a copy of form 211 (used to pay the withholding), so that
the seller may deduct this withholding from the tax arising from the
capital gain. Should the amount withheld be higher than the tax lia-
bility, the seller is entitled to a refund of the difference.

¢ Deadline: 1 month after the date of transfer of the real estate.

e Form: 211.

Refund of excess withholding

In the case of capital losses or when the withholding is higher than
the tax due, the taxpayer is entitled to a refund of the excess with-
held. The procedure is initiated with the filing of tax return Form 212.
The refund is made by bank transfer to the account indicated on the
tax return.

Example:

Mr G.K., resident in Germany, acquired an apartment in
Torremolinos on 1 January 1991 for an amount equivalent to
100,000 Euro (1):

The apartment has never been rented.

On 1 January 2007, he sold the apartment for 200,000 Euro.
For his part, Mr J.M.F,, the acquirer of the real estate, withheld
a quantity of 6,000 Euro (the amount equivalent to 3% of the
sale price).

Taxation of the capital gains obtained.
Solution:

Determination of the amount of capital gains:
e Transfer value: 200.000 Euro.

e Updated acquisition value (2):
100,000 x 1.2162 = 121,620 Euro.

e Capital gain: 78,380 Euro.
Application of the transient regime:

¢ No. days elapsed between the dates of purchase and sale:
5845 days




e No. days elapsed between the dates of purchase and
19/01/2006: 5498 days

e Parte de la ganancia patrimonial susceptible de reduccién
(3): 73.726,82 euros.

e No. years of ownership to 31/12/1996: 6 years.
e Reduction by abatement coefficients (4): 32,764.20 Euro.
Reduced capital gain (5): 45,615.80 Euro.

(1) In the solution, expenses and taxes inherent in the
acquisition and transfer have not been taken into account,
which generally are also included in the acquisition and
transfer values.

(2) This updating coefficient of the acquisition value is
established in section 60 of the General State Budget Act
42/2006, of 28 December (Official State Bulletin of 29
December), for the year 2007. See Appendix lIl.

(5,498 / 5,845) x 78,380 = 73,726.82 Euro.
73,726.82 x 11.11% x 4 = 32,764.20 Euro.
78,380 - 32,764.20 = 45,615.80 Euro.

Tax rate 18%
Tax payable 8,210.84 Euro
Withholding 3% 6,000.00 Euro
Differential charge (8,210.84 - 6,000.00) 2,210.84 Euro
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® OPTIONAL REGIMES

A. Impatriates (workers displaced to Spain)

Individuals who become tax residents in Spain as a consequence of
their displacement to Spain can opt to be taxed according to
nonresident income tax rules, without loosing their status as
Income Tax Taxpayers, for the period during which they exercise
the option and the 5 following tax periods, provided they meet with
the following conditions:

e They have not been residents in Spain during the 10 years pre-
vious to their displacement to Spain.

e Their displacement to Spain is a consequence of a work con-
tract.

e The work is effectively performed in Spain.

e The work is performed for a company or organization that is a
resident of Spain or for a permanent establishment situated in
Spain of a nonresident organization.

e The salaries and wages arising from the labor relationship are
not exempt from taxation according to nonresident income tax
rules.

The taxpayer opting to pay taxes according to nonresident income
rules will be likewise subject to Wealth Tax as a nonresident.

One fundamental characteristic of the taxpayers taking advantage
of this option is that they may not qualify for the status of tax resi-
dents for purposes of the application of a Double taxation agree-
ment, as they are subject to taxation in Spain exclusively for the
income they receive from sources situated within Spain or from
wealth situated on our territory.

The procedure for exercising this option is described in section VI
of the Reglamento del IRPF (Income Tax Regulations).

Opting for, declining or exclusion from the special regime is
achieved by filing Form 149. When exercising the option, some
documentation described in section 119.1 of the Reglamento del
IRPF must be attached.

The taxpayers who opt for the Special Regime must file a special
Income tax return on Form 150.

B. Taxpayers resident in other Member States of
the European Union (EU).

Nonresident income taxpayers who:
e Are individuals.

e Accredit their residence in other Member States of the EU
(Appendix VI), except residents in countries or territories qual-
ified by regulation to be tax havens (Appendix V).

e Accredit that at least 75% of the totality of their income in the
tax period consists of the sum of the earnings from work and
of economic activities obtained during the same tax period on
Spain, when they have paid tax on this income as a nonresi-
dent,

may request the application of this optional regime, which purpose
is to calculate their tax liability in Spain according to the rules exist-
ing for resident taxpayers (IRPF of Income Tax rules), without los-
ing their status as non-resident income taxpayers.




The Orden of 12 July 2000 (Boletin Oficial del Estado of 14 July
2000) approved the form to apply for this optional regime and deter-
mined the place and deadline for its filing.

Once the request has been made and it has been determined that
the taxpayer meets all the requirements, the Tax Administration,
taking into account the totality of income obtained by the taxpayer
in the tax period and his personal and familiar circumstances will
determine an average tax rate following the calculation scheme for
Income Tax resident taxpayers.

This average tax rate will be applied over that part of the taxable
base income obtained on Spain.

When the result of this procedure shows an amount less than the
quantity paid as a nonresident during the tax period by the nonres-
ident taxpayer, the excess will be refunded.

@ SPECIAL TAX ON REAL ESTATE OWNED
BY NONRESIDENT ORGANIZATIONS

In general, nonresident organizations who are proprietors or have in
Spain, in any capacity, real estate assets or rights of use over real
estate assets, are subject to pay a Special Tax as nonresidents.

However, the Special Tax will not be required of:

1) States and foreign public institutions and international organi-
zations (in this case they are relieved of the obligation of filing
the Special Tax return).

2) Organizations entitled to the application of an Agreement to
avoid double taxation containing a clause for the exchange of
information in such terms and with the requirements of section
42 of the Texto Refundido de Impuesto de la Renta de No
Residentes.

3) Organizations which carry out in Spain, in a continuous or
habitual way, economic operations other than the simple ten-
ancy or renting of buildings in the terms of section 20.2 of the
Reglamento del Impuesto de No Residentes.

4) Companies listed in the officially securities markets. This
clause will also apply when the property is held indirectly
through an organization with the right to apply an Agreement
to avoid double taxation with an information exchange clause.

5) Non-profit charity or cultural organizations under the terms of
section 42 of the Texto Refundido de Impuesto de la Renta de
No Residentes.
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Taxable base for the Special Tax:

The taxable base will normally be the assessed value (valor cata-
stral) of the real estate assets.
e Tax rate:
It will be 3%.

e Deductibility of the tax:
The charge arising from the Special Tax will be regarded as a
deductible expense when determining the taxable base for
regular nonresident income tax.

e Tax Return Form:
El modelo de declaracién a utilizar por las mencionadas enti-
dades es el 213.

¢ Deadline:

The time period to file the tax return is the month of January
following the date of accrual of the Special Tax, which is 31
December of each year.

¢ Lugar de presentacion:

Result of the tax Where to file
return the return
The filing of the tax return, whether or
not it carries identifying labels, and the
payment itself can be made at any col-
o laborative tax collecting organization
Positive

(most banks, savings banks or credit
cooperatives) situated on Spain,
including some offices and branches
abroad authorized by the Director of
the Department of Tax Collection.

(amount to pay)

In these cases, the tax return will be
filed in the Tax Agency Office or
Administration in whose territorial
area the real estate is located, by
means of delivery in person or by
registered post.

Zero charge
(negative)




@ ELECTRONIC FILING OVER THE
INTERNET AND PAYMENT BY DIRECT

DEBIT

A. Scope and restrictions

1) Electronic filing over the Internet will be applicable for the fol-

lowing tax returns:

Form

Form 210 and
Form 215, in both
cases when the
result is an amount
to deposit (not
including tax returns
with zero charge or
amount to be
refunded).

Form 212,
whatever its result:
amount to deposit,
to refund or zero
charge.

Form 211,
(this will always be an
amount to deposit).

Form 213,

whatever the result:
amount to deposit of
zero charge.

Form 214,
(this will always be an
amount to deposit).

Restriction

When the filer's section is completed
with the details of the taxpayer's rep-
resentative, in other words, electronic
filing over the Internet can only be
performed if the filer's section is allo-
cated to the taxpayer or the Surety,
without prejudice to the fact that the
filing can be carried out through a per-
son or organization authorized to file
tax returns electronically representing
other people or by those who are
empowered to make electronic filings.

When the number of non-resident
transferors or acquirers is greater
than 12.

When the list of properties is
greater than 14.

Documentation: when additional documentation is legally required
to accompany the tax returns, its filing must be in the form of elec-
tronic documents in the electronic general register of the Tax
Agency in accordance with the procedure described in the
Resolucion of 23 August 2005, of the Director General de la Agencia
Estatal de Administracién Tributaria.

However, in the electronic filing of Form 212, it will not be necessary
to attach a copy for the transferor of Form 211; instead, the identi-
fying data of Form 211, which appears on the screen, should be
completed and sent.

2) Direct debit of the payment of tax liability is only possible for
Forms 213, 214 and 215 as only these have a fixed time period
for filing the tax return.

B. Technical requirements

The taxpayer, the surety and the acquirer obliged to withhold tax
must have a tax identification number (Nimero de Identificacién
Fiscal - NIF).

If a married couple files a single tax return derived from the transfer
of real estate assets, Form 212, both must have a tax identification
number.

A user certificate issued by the National Mint (Fabrica Nacional de
Moneda y Timbre-Real Casa de la Moneda - FNMT) must be
installed in the browser in order to generate the electronic signature
or any other electronic certificate admitted by the Tax Agency.

If a married couple files a single tax return derived from the transfer
of real estate assets, Form 212, both must have obtained the corre-
sponding user certificate.

Social collaboration: Individuals or organizations authorized to file
tax returns electronically on behalf of others may use this facility
with respect to the tax returns corresponding to Forms 210, 215,
212,211, 213 and 214. For this purpose, they must have their user
certificate installed in their browser.

Power of attorney: by means of the handing over of a power by the
grantor in the Tax Agency's offices, an individual or organization
may be given power of attorney for the electronic filing of the tax
return Forms described in this section. This filing will require the use
of the electronic certificate by the attorney.

In these cases (Social Collaboration or Power of Attorney), when the
tax return shows an amount to be paid, the bank account for mak-
ing the payment must be that of the holder of the electronic certifi-
cate signing the tax return (Social Collaborator or Attorney).




However, in the case of opting for direct debit of the payment,
the bank account must be that of the taxpayer or the Surety, if
applicable.

C. Procedure for electronic filing

Connect to the Tax Agency at the following address
www.agenciatributaria.es and within the Oficina Virtual com-
plete and send the tax data of the Forms appearing on the
computer screen adjusted to the content of the Forms 210,
212, 211, 213 or 214 of the tax return as applicable.

To file Form 215, connect to the Tax Agency at the following
address www.agenciatributaria.es and within the Virtual Office,
download a program allowing the completion and sending of the tax
data of the Forms that appear on the computer screen adjusted to
the contents of this Form, or send a file with the same characteris-
tics as that generated by the completing of the Form with the same
program.

Depending on the result of the tax return and the option to pay by
direct debit or otherwise, proceed in the following ways:

a) Tax returns with amounts to be paid (Forms 210, 215, 212,
211, 213 and 214) which are not paid by direct debit.

It is required to connect to the Collaborative Organization electron-
ically, either directly or through the Tax Agency web page, or to go
to their offices in order to make the corresponding deposit and pro-
vide the data relating to this deposit.

The Collaborative Organization, once it has accepted the amount,
will assign a Reference Number (NUmero de Referencia Completo -
NRC) associated with the payment made.

Later, connect to the Tax Agency over the Internet
www.agenciatributaria.es and within the Oficina Virtual proceed
to:

1. Select the type of tax return to send and enter the Numero de
Referencia Completo - NRC associated with the deposit that
has been assigned by the Collaborating Organization.

2. Select the user certificate to generate the electronic signature,
and in the case of a married couple filing a tax return for
income derived from the transfer of real estate assets, Form
212, select the user certificate of the spouse as well. If the filer
is an individual or organization authorized to file tax returns
representing others, or an attorney for electronic filing, a sin-
gle signature is required, that corresponding to their certifi-
cate.
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3. Send the complete tax return with the electronic signature or
signatures to the Tax Agency.

If the tax return is accepted, the Tax Agency will return on-screen
the data of the summary sheet of Form 215 or the tax return of
Forms 210, 212, 211, 213 or 214, as applicable, validated with an
electronic code together with the date and time of filing. The
accepted tax return should be printed and kept, as well as the sum-
mary sheet, if applicable, duly validated.

If the tax return is rejected, the errors found will be shown so that
they can be corrected.

b) Tax returns with amounts to be paid (Forms 213, 214 or 215)
the payment of which is made by direct debit (1).

In these cases, sending the tax return does not require prior com-
munication with the Collaborating Organization to make the deposit
and obtain the Complete Reference Number as previously
described.

The transmission of the tax return, including the corresponding
direct debit order, and the other later actions is made in accordance
with that described in numbers 2 and 3 or the previous section.

c) Tax returns with amounts to be refunded (Form 212), with a
request for refund or decline of refund, or zero charge
(Forms 212 and 213).

The procedure to file these tax returns is similar to that described
for tax returns with amounts to be deposited, except that it is not
necessary to make the connection with the Collaborating
Organization to make the deposit and obtain the Complete
Reference Number associated, nor the direct debit of the deposit.

(1) Orden EHA/3398/2006, of 26 October, establishes the possibility of direct debit only in elec-
tronic filing made within the deadline, for Forms 213, 214 and 215, provided that their filing
is made in the following time periods:

Form 213: from 1 to 25 January of each year, for the tax accrued on 31 December of the pre-
vious year.

Form 214: from 1 January to 23 December of the calendar year following that referred to in
the tax return.

Form 215: from days 1 to 15 of the months of April, July, October and January in relation to
income accrued in the previous calendar quarter.

In these cases, the tax liability resulting from the tax return can be paid by direct debit at the
credit organization acting as collaborator in tax collection management (bank, savings bank
or credit co-operative), sited on Spain, in which an account is open in the name of the tax-
payer, or the Surety filing, from which the direct debit will be paid. The Tax Agency will noti-
fy the direct debit order to the collaborating organization, which will then debit the account
with the amount of the order on the last day of the voluntary payment period.

Individuals or organizations authorized to electronically file tax returns representing others, or
attorneys empowered to make electronic filings, can forward the direct debits, which have
previously been communicated by the individuals they are representing, to the banks.




@® AGREEMENTS TO AVOID DOUBLE
TAXATION

Taxation described up to this point is that established in general
Spanish legislation for various types of income. In the case where
the taxpayer is resident in a country with which Spain has signed an
Agreement to avoid double taxation, it will be necessary to be famil-
iar with its provisions as in some cases taxation is less, and in oth-
ers, income may not be submitted for taxation in Spain if specific
circumstances are present. In the cases in which the income is not
taxed in Spain or is taxed at a lower tax rate, the non-resident tax-
payer must justify that he is a resident of a country with which Spain
has signed an Agreement by means of a residence certificate issued
by the Tax Authorities of that country.

Types of income

As a general rule, and without prejudice to the special circum-
stances contained in the various Agreements, the treatment of dif-
ferent types of income described in the Agreements is as follows:

Company profits:

Company profits can only be subject to taxation in the country of
residence of the taxpayer, except when they are obtained through a
permanent establishment, in which case they are taxed in Spain.

Professional activities:

As in the previous case, the Agreements attribute taxation power for
taxing these earnings to the country in which the taxpayer is resi-
dent, unless they are obtained by means of or through a fixed base,
in which case, they are taxed in Spain.

Artists and Athletes:

As a general rule, the earnings for activities performed on Spain are
taxed in Spain. However, there are special circumstances in various
Agreements with respect to this type of income.

Income from real estate:

The Agreements signed by Spain attribute power to tax the income
from real estate assets to the State where the real estate is situat-
ed. Therefore, the income derived from real estate assets situated
in Spain are taxed in accordance with Spanish law.

Dividends, interests and Royalties:

The regime of shared taxation is followed between Spain and the
State where the taxpayer is resident; therefore, Spain has the right
to impose tax on these earnings, but limited to the tax rate indicat-
ed in the Agreement (Appendix V).
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Earnings from employment:

Generally, earnings received by an employment exercised in Spain
is taxed by the Spanish State, except where the following three
conjoint circumstances hold: that the nonresident does not remain
in Spain more than 183 days during the tax year in question, that the
remunerations are paid by a nonresident employer and that these
remunerations are not supported by a permanent establishment or
a fixed base that the employer has in Spain.

Directors:

Director’s fees, attendance expenses and other similar remunera-
tions the taxpayer obtains as a consequence of being a member of
a Board of Directors of a Spanish company resident in Spain are
subject to taxation by the Spanish State.

Pensions:

Pensions, understood to be remunerations originating from a previ-
ous employment, are subject to different treatments depending on
whether they are public or private. A public pension is understood
to be that received for being a former public employee. i.e. that
which is received for services provided to a State, to one of its polit-
ical sub-sections or a local organization. A private pension is under-
stood to be any other type of pension received by being a former
private employee, as distinct from that defined as a public employ-
ee.

e For private pensions, most of the Agreements establish the
right to impose taxation exclusively in favor of the State of res-
idence of the taxpayer.

e For public pensions, the right to impose taxation is in favor of
the State from which the pension derives, not the State of res-
idence, except in some Agreements where, if the taxpayer has
the nationality of the State of residence, the taxation power
corresponds to the State of residence.

Students:

In general, the amounts received for maintenance charges, studies
and training are exempt if they come from sources abroad.

Capital gains:

Except for capital gains derived from the transfer of real estate sit-
uated on Spain, which is taxed in Spain, the taxation power normal-
ly corresponds to the State of residence.




@® SPECIAL PROCEDURE TO DETERMINE
THE TAX WITHHELD ON WORK INCOME
IN THE CASE OF CHANGE OF
RESIDENCE

This is a voluntary procedure that can be used by employees which
purpose is to anticipate the effects of the change of residence in the
tax withheld on earnings from work.

Employers must be residents or with a permanent establishment in
Spain.

A. Workers who move to Spain

Employees who do not pay Personal Income Tax, but who will
acquire this status as a consequence of moving to Spain can noti-
fy the Tax Administration of this circumstance by using Notification
Form 147.

The Tax Agency will issue workers with an identification document
to be delivered to the employer in order for them to withhold tax
according to the Income Tax (IRPF) regulations from the date indi-
cated.

For the application of this procedure it must be proved through
objective data in the employment relationship that the worker will
stay in Spain for more than 183 days in the calendar year in which
the move takes place, or alternatively, in the following calendar year.

For this purpose, the communication form will be accompanied by
a supporting document from the payer of the remuneration
stating the recognition of the employment relationship with the
worker, the date on which work began on Spain, the workplace and
its address, the length of the contract and the intention of the payer
that the worker will carry out work in Spain for a minimum period of
over 183 days during the calendar year in which the date of com-
mencement of the work falls, or, alternatively, that this minimum
period of stay will take place during the following calendar year.

e Where to file the return

In the Delegaciéon or Administracién in whose territorial area
the home address is located on Spain at the time of filing the
return. If this cannot be determined, the workplace location
will be used. In the absence of this last criterion, the tax
address of the payer of the remuneration will be used.

e Deadline for filing the return

From 30 days previous to the date of entry in Spain notified
and up to 183 days after the time of the move, or up to 30 June
of the following year, if the minimum period of stay required
must take place in this year.

B. Workers who move abroad

Employed workers who do not pay nonresident income tax, but
who will acquire this status by being moved abroad by their
employer, can notify the Tax Agency by using Notification Form
247.

The Tax Agency will issue workers with a document to give their
employer in order for the latter to withhold tax for IRNR
(Nonresident income tax), from the date indicated in the document.

The effects of the document will be extended, in terms of the prac-
tice of withholding tax for Nonresident Income Tax, for a maximum
of two calendar years, the year of the move and the following year,
or if it is not applicable to calculate the year of the move, the two
years immediately following it.

The use of this procedure will not exonerate the worker from
accrediting their new tax residence to the Tax Administration.

For the application of this procedure it must be proved through
objective data in the employment relationship that the worker will
stay in Spain for more than 183 days in the calendar year in which
the move takes place, or alternatively, in the following calendar year.




The accreditation will be carried out using a supporting document
from the payer of the remuneration that states the recognition of
the employment relationship with the worker, the country or territo-
ry to which the move is made, the length of the contract, the date
on which work commences in the other country, the length of the
stay and the estimated date on which the stay is due to end.

* Where to file the return

In the Administration or Office corresponding to the tax
address before the move.

e Deadline for filing the return

From 30 days before the notified date of leaving Spain and, at
most, up to the end of the period in which it is estimated that
the effects of the documents issued by the Tax Agency are
applicable.
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Appendix |. COUNTRIES WITH AGREEMENTS

EUROPEAN UNION REST OF EUROPE
BOE (Official . .
(oFe. T RS State (Bulletin) Country Date SBtaotEe g,fﬂ':;ﬁ:)
CriEny el el BER0r=TleEs Croatia™ 19-05-2005 23-05-2006
Austria® 20-12-1966 06-01-1968 Iceland 22-01-2002 18-10-2002
Sl LARUIEIES DA Macedonia 20-06-2005 03-01-2006
Bulgaria®® 06-03-1990 12-07-1991 Norway® 06.10-1999 10-01-2001
Cozei epusl et CESORHIIEIED VAT Russian Federation 16-12-1998 06-07-2000
Denmark® 03-07-1972 28-01-1974 Turkey 05.07-2002 19-01-2004
Slovak Republic!” 08-05-1980 14-07-1981 Former USSR® 01.03.1985 95091986
SlvEE L2 ZeE 2 Switzerland® 26-04-1966 03-03-1967
Estonia 03-09-2003 03-02-2005
Finland® 15-11-1967 11-12-1968
France 10-10-1995 12-06-1997
Greece 04-12-2000 02-10-2002 AMERICA
Hungary ™ 09-07-1984 24-11-1987 B
Ireland® 10-02-1994 27-12-1994 Country Date s‘ig‘i (Bol.lflfllgil:ﬁ':)
Italy 08-09-1977 22-12-1980
Latvia 04-09-2003 10-01-2005 Argentina 21-07-1992 09-09-1994
Lithuania™ 22-07-2003 02-02-2004 Bolivia 30-06-1997 10-12-1998
Luxembourg 03-06-1986 04-08-1987 Brazil® 14-11-1974 31-12-1975
Malta® 08-11-2005 07-09-2006 Canada 23-11-1976 06-02-1981
The Netherlands 16-06-1971 16-10-1972 Chile 07-07-2003 02-02-2004
Poland"” 15-11-1979 15-06-1982 Cuba® 03-02-1999 10-01-2001
Portugal 26-10-1993 07-11-1995 Ecuador 20-05-1991 05-05-1993
United Kingdom® 21-10-1975 18-11-1976 United States® 22-02-1990 22-12-1990
Romania‘® 24-05-1979 02-10-1980 Mexico 24-07-1992 27-10-1994
Sweden 16-06-1976 22-01-1977 Venezuela 08-04-2003 15-06-2004
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Country

China
Korea®
United Arab Emirates
Philippines®
India
Indonesia
Iran

Israel

Japan
Thailand
Vietnam®

ASIA

Date

22-11-1990
17-01-1994
05-03-2006
14-03-1989
08-02-1993
30-05-1995
19-07-2003
30-11-1999
13-02-1974
14-10-1997
07-03-2005

BOE (Official
State Bulletin)

25-06-1992
15-12-1994
23-01-2007
15-12-1994
07-02-1995
14-01-2000
02-10-2006
10-01-2001
02-12-1974
09-10-1998
10-01-2006

Country

Algeria
Egypt™
Morocco
Tunisia

Country

Australia®
New Zealand

AFRICA

Date

07-10-2002
10-06-2005
10-07-1978
02-07-1982

OCEANIA
Date

24-03-1992
28-07-2005

BOE (Official
State Bulletin)

22-07-2005
11-07-2006
22-05-1985
03-03-1987

BOE (Official
State Bulletin)

29-12-1992
11-10-2006

This Agreement has been changed in articles 2, 11 and 24 by the Protocol signed on 24-02-1995, published in the Official State Bulletin (BOE) on 2 October 1995.
Changed by exchange of notes on 27-4-90 (Official State Bulletin of 28 July 1992).

Not applicable to Wealth Tax.

Changed by exchange of notes on 13-12-1993 and 17-06-1994 (Official State Bulletin of 25 May 1995).
Applicable to Ukraine, Belarus, Moldova, Georgia, Armenia, Azerbaijan, Kazakhstan, Turkmenistan, Uzbekistan, Tajikistan and Kyrgyzstan.

This Agreement has been changed in articles 2, 3, 9, 10, 14, 17, 19, 22, 24 and 25 and article 29 has been deleted by the Protocol signed on 17-03-1999, published in
the Official State Bulletin (BOE) on 17-05-2000.

The provisions were applied from 01-01-2001 and from this date the Agreement signed on 25-04-1963 is no longer applicable.
Changed by exchange of notes on 09-11-1999 and 30-12-1999 (Official State Bulletin dated 10-01-2001).
See Resolution dated 22-09-2003 (Official State Bulletin dated 02-10-2003) on the interpretation of various points in this Agreement.

1) From 1 May 2004 these countries became part of the European Union (EU).
12) EU Member State from 1 January 2007.
13) The provisions were applied from 01-01-2007.
14) This Agreement has been changed by the Protocol dated 29 June 2006 (Official State Bulletin dated 27-03-2007).
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10) The provisions were applied from 01-01-2004 and from this date the Agreement signed on 24-09-1970 is no longer applicable.
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Appendix Il. ORDERS FOR THE DEVELOPMENT OF AGREEMENTS AND TIMELINES

Germany 10-11-1975 04-12-1975
Austria 26-03-1971 29-04-1971
Belgium (*) 27-02-1973 26-03-1973
Denmark 04-12-1978 05-01-1979
The Netherlands 31-01-1975 13-02-1975
United Kingdom 22-09-1977 11-10-1977
Sweden 18-02-1980 01-03-1980

() The content of this Order is applicable to types of income referred to in it whose
accrual was produced before 01-01-2004, since from this date the old Agreement
signed on 24-09-1970 and the Order putting it into effect dated 27-02-1973 was

cancelled.
Countries Types of income Start date of period Deadline
Dividends General table (1)
Germany Fees o |f date of accrual is between 01/01 and 30/09 of year N: 01/01 year N+1 1 year
e |f date of accrual is between 01/10 and 31/12 of year N: 01/01 year N+2
7 Dividends
ST General table (1) 1 year
Belgium Fees
Dividends
Denmark Accrual date 1 year
Fees + 2 months
Dividends . .
The Netherlands e If date of accrual is between 01/01 and 30/09 of year N: 01/01 year N+1 2 years
United Kingdom Fees ¢ If date of accrual is between 01/10 and 31/12 of year N: 01/01 year N+2
Gt Uiueanes e |f date of accrual is between 01/01 and 30/09 of year N: 01/01 year N+1 1 year
Fees e If date of accrual is between 01/10 and 31/12 of year N: 01/01 year N+2
(1) General table.
Month of accrual Jan. Feb. March April May June July Aug. Sep. Octo. Nov. Dec.
Start date 21 April 21 July 21 October 21 January
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Appendix Ill. COEFFICIENTS FOR UPDATING ACQUISITION PRICE

For assets transferred during 2006, the updating coefficients are as For assets transferred during 2007, the updating coefficients will be:
follows:
Year of purchase Coefficients Year of purchase Coefficients
1994(1) and previous 1.1924 1994 (1) and previous 1.2162
1995 1.2597 1ie85 1.2849
1996 1.2167 1996 1.2410
1997 1.1924 1997 1.2162
1998 1.1692 1 LA
1999 1.1482 1 lol s
2000 1.1261 2000 1.1486
2001 1.1261
2001 1.1040
s (e 2002 1.1040
’ 2003 1.0824
2003 1.0612 2004 1.0612
2004 1.0404 2005 1.0404
2005 1.0200 2006 1.0200
2006 1.0000 2007 1.0000
(1) If the investment had been made on 31 December 1994, the coefficient to be (1) If the investment had been made on 31 December 1994, the coefficient to be
applied is 1.2597. applied is 1.2849.
The application of a coefficient that is different to 1.0000 requires the investment The application of a coefficient that is different to 1.0000 requires the investment
to have been made at least one year in advance of the date of transfer of the real to have been made at least one year in advance of the date of transfer of the real

estate asset. estate asset.




Appendix IV. TAX RATES IN THE AGREEMENTS

Dividends
Country Parent-Subsidiary Interest Fees
General o, Minim.  pi
Share
Germany 15 25 10 10 5
Algeria 15 10 5 0/5 7/14
Argentina 15 25 10 0/12.5 3/5/10/15
Australia 15 - - 10 10
Austria 15 50 10 5 5
Belgium 15 25 0 0/10 5
Bolivia 15 25 10 15 15/0
Brazil 15 - - 10/15 10/15
Bulgaria 15 25 5 0 0
Canada 15 - - 15 10
Czech Republic 15 25 5] 0 5
Chile 10 20 5] 5/15 5/15
China 10 - - 10 10
Korea 15 25 10 10 10
Croatia 15 25 0 8 8
Cuba 15 25 5 10 5
Denmark 15 - o 10 6
Ecuador 15 - - 5/10 5/10
Egypt 12 25 9 10 12
United Arab Emirates 15 10 5) 0 &
Slovak Republic 15 25 5] 0 6
Slovenia 15 25 5 5 5
United States 15 25 10 10 5/8/10
Estonia 15 25 5 0/10 5/10
Philippines 15 10 10 10/15 10/15/20
Finland 15 25 10 10 S
France 15 10 0 10 0/5
Greece 10 25 © 0/8 6
Hungary 15 25 5 0 0
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Dividends
CoTnT Parent-Subsidiary Interest Fees
General .
% Minim. Rate
Share
India 15 = = 15 10/20
Indonesia 15 25 10 10 10
Iran 10 20 5 7.5 5
Ireland 15 25 0 0 5/8/10
Iceland 15 25 5 5 5
Israel 10 - - 5/10 5/7
Italy 15 - = 12 4/8
Japan 15 25 10 10 10
Latvia 10 25 5 0/10 5/10
Lithuania 15 25 5 0/10 5/10
Luxembourg 15 25 10 10 10
Macedonia 15 10 5 5 5
Malta 5 25 0 0 0
Morocco 15 25 10 10 5/10
Mexico 15 25 5 10/15 10
Norway 15 25 10 0/10 5
New Zealand 15 - - 10 10
The Netherlands 15 25/50 5/10 10 6
Poland 15 25 5 0 10
Portugal 15 25 10 15 5
United Kingdom 15 10 10 12 10
Romania 15 25 10 10 10
Russian Federation 5/10/15%9 - - 5 5
Former USSR 18 - - 0 5
Sweden 15 50 10 15 10 Data i
ata in percentages
Switzerland 15 25 10/0% 10/0@ 5/0© (1) See article 10 of the Agreement
Thailand 10 - = 10/15 5/8/15 (2) See article 10 of the Agreement
Tunisia 15 50 5 5/10 10 (3) See article 12 of the Agreement
(4) The exemption for Parent-Subsidiary dividends is
Turkey 15 25 5 10/15 10 applicable to income obtained from 01-06-2007.
Venezuela 10 25 0 0/4.95/10 5 (5) The exemption for fees between associated com-
. panies is applicable to income obtained from
Vietnam 15 25/50 7/10 10 10 02-07-2011.
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Appendix V. TAX HAVENS"

Principality of Andorra
Dutch Antilles

Aruba

Kingdom of Bahrain
Sultanate of Brunei
Republic of Cyprus
United Arab Emirates?®
Gibraltar

9. Hong-Kong

10. American Anguilla

11. Antigua and Barbados
12. The Bahamas

13. Barbados

14. Bermudas

15. Cayman Islands

16. Cook Islands

17. Dominican Republic
18. Grenada

19. Fiji

20. Islands of Guernsey and Jersey (Channel Islands)
21. Jamaica

22. Republic of Malta®
23. Falkland Islands

24. Isle of Man

25. Mariana Islands

26. Mauritius

© N O oA DD~

(1) The countries or territories stated in the regulations will have the status of tax haven.

27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.

42.
43.
44,
45,
46.
47.
48.

Montserrat

Republic of Nauru

Solomon Islands

Saint Vincent and the Grenadines

Saint Lucia

Republic of Trinidad and Tobago

Turks and Caicos Islands

Republic of Vanuatu

British Virgin Islands

United States Virgin Islands

Hashemite Kingdom of Jordan

Republic of Lebanon

Repubilic of Liberia

Principality of Liechtenstein

Grand Duchy of Luxembourg, for purposes of income
received by Companies referred to in paragraph 1 of the
Protocol appended to the Agreement, to avoid double
taxation, dated 3 June 1986

Macao

Principality of Monaco

Sultanate of Oman

Republic of Panama

Republic of San Marino

Republic of Seychelles

Republic of Singapore

Those countries or territories that sign an agreement with Spain to avoid international double taxation will cease to have the status of tax havens. Such agreements
will include an exchange of information clause or an agreement to exchange information on tax matters in which it is expressly stated that the countries will cease to
be tax havens from the moment at which the agreements are applied.

The countries or territories referred to in the above paragraph will become tax havens again at the moment in which these agreements cease to be applicable (First
Additional Provision of Act 36/2006, dated 29 November 2006, on measures for the prevention of tax fraud).

Whilst countries or territories with the status of tax haven are not determined by regulation, such countries or territories will be so considered as described under sec-
tion 1 of Royal Decree 1080/1991, dated 5 July, whereby the countries or territories referred to in section 2, sub-section 3, number 4, of Act 17/1991, of 27 May, on
Urgent Tax Measures, and 62 of General State Budgets Act 31/1990, of 27 December, for 1991 (Second Transitory Provision Act 36/2006) are determined.

(2) The Agreement between Spain and the United Arab Emirates to avoid double taxation came into force on 02-04-2007 (see Appendix ).

(8) The Agreement between Spain and Malta to avoid double taxation came into force on 12-09-2006 (see Appendix ).
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Appendix VI. MEMBER STATES OF THE EUROPEAN UNION

Countries Agreement(*)
Germany Yes
Austria Yes
Belgium Yes
Bulgaria® Yes
Czech Republic® Yes
Cyprus® =
Denmark Yes
Slovakia® Yes
Slovenia® Yes
Spain -
Estonia® Yes
Finland Yes
France Yes
Greece Yes
Hungary® Yes
Ireland Yes
Italy Yes
Latvia® Yes
Lithuania® Yes
Luxembourg Yes
Malta® Yes
The Netherlands Yes
Poland® Yes
Portugal Yes
United Kingdom Yes
Romania® Yes
Sweden Yes

(*) The countries with which Spain has signed agreements to avoid double
taxation are indicated by “Yes”.

(1) European Union Member States from 1 May 2004.
(2) European Union Member States from 1 January 2007.
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Appendix VII. REGULATIONS

Legislative Royal Decree 5/2004, dated 5 March, approving the
codifying legislation of Non-resident Income Tax Act (Official
State Bulletin dated 12 March).

Personal Income Tax Act 35/2006, dated 28 November, and par-
tially changing the Laws on Corporation Tax, Non-resident
Income Tax and Wealth Tax (Official State Bulletin dated 29
November).

Act 36/2006, dated 29 November, on measures for the preven-
tion of tax fraud (Official State Bulletin dated 30 November).

Royal Decree 326/1999, dated 26 January, approving the
Regulations for Non-resident Income Tax (Official State Bulletin
dated 27 February).

Royal Decree 1080/1991, dated 5 July, determining countries or
territories considered to be tax havens (Official State Bulletin
dated 13 July).

Order dated 9 December 1999 approving, in Pesetas and in
Euros, tax Form 216 - document for depositing tax withheld and
account deposits carried out for specific income subject to Non-
resident Income Tax obtained not through a permanent estab-
lishment by taxpayers liable for this tax, and the annual summa-
ry, Form 296, of tax withheld and account deposits made in rela-
tion to this income, as well as certain provisions referring to non-
resident accounts (Official State Bulletin dated 16 December).

Order HAC/3626/2003, dated 23 December, approving tax return
forms 210, 215, 212, 211 and 213 for Non-resident Income Tax,
that must be used to declare income obtained not through a per-
manent establishment, the withholding of tax carried out during
the acquisition of real estate assets by non-residents with no
permanent establishment and the special tax on real estate
assets of non-resident organizations, as well as the tax return
Form 214, simplified non-resident real estate tax and non-resi-
dent income tax return; the general conditions and the proce-
dure for the electronic filing over the Internet of these tax returns
and other rules referring to taxation of non-residents (Official
State Bulletin dated 30 December).

Order of 21 December 2000 establishing the general conditions
and the procedure for the electronic filing over the Internet of the
tax returns corresponding to Forms 216 and 296, and others
(Official State Bulletin dated 28 December).

Order of 12 July 2000, approving the request Form for the
optional regime regulated in section 33 of Act 41/1998, dated 9
December, on non-resident income tax and taxation rules, for
individual taxpayers resident in other Member States of the
European Union and determining the place, method and
timescales of its filing (Official State Bulletin dated 14 July).

Order of 13 April 2000 establishing the procedure to make effec-
tive the practice of withholding tax at the applicable tax rate in
each case, or the exclusion from withholding of tax, on the inter-
ests and dividends obtained by taxpayers with no permanent
establishment of the non-resident income tax derived from the
issue of negotiable securities with the exception of the interest
derived from specific Public Debt securities (Official State
Bulletin dated 18 April).

Order HAC/921/2002, dated 24 April, approving Form 291 for the
tax return of the earnings of non-resident accounts of taxpayers
with no permanent establishment, of the non-resident income
tax, as well as the physical and logical arrangements for its filing
on an electronically computer readable medium and establishing
the procedure for its electronic filing by teleprocessing (Official
State Bulletin dated 27 April).

Order HAC/117/2003, dated 31 January, approving the Forms
for communicating to the Tax Administration the change of
address for the purpose of withholding of tax on work earnings
and regulating the method, place and timescales for its filing
(Official State Bulletin dated 1 February).

ORDER EHA/63/2005, dated 19 January, modifying the thir-
teenth sub-section of the Order of 9 December 1999, in relation
to the documentation justifying the application of withholdings
for the cases of payments made by organizations for the collec-
tive management of intellectual property rights of Spanish resi-
dents to other organizations for the collective management of
foreign rights, by virtue of representation contracts between
them (Official State Bulletin dated 26 January).




e Order EHA/1731/2005, dated 10 June, approving the Income tax

return form of individuals in the special taxation regime of non-
resident income tax, as well the notification Form for the exercise
of the option of paying tax by this regime and modifying provi-
sions over other tax return forms related to the application of the
regime (Official State Bulletin dated 11 June).

Order EHA/1674/2006, dated 24 May, which within the sphere of
non-resident income tax, income obtained not through a perma-
nent establishment, establishes a special procedure of accredi-
tation of the residence of certain non-resident shareholders or
participants in the case of cross-border trade of shares or stocks
of Spanish unit trust organizations by means of global accounts
signed by intermediary organizations resident abroad and regu-
lating the obligations for the supply of information by these
organizations to the Spanish Tax Administration (Official State
Bulletin dated 1 June).

e Order EHA/3398/2006, dated 26 October, enacting measures for

the promotion and homogenization of specific aspects in relation
to the electronic filing of tax returns, modifying specific rules for
the filing of tax return forms 182, 184, 188 and 296, and modify-
ing tax return form 187, "Declaration of shares and stocks repre-
senting capital or wealth of unit trust organizations and the annu-
al summary of tax withheld and account deposits in relation to
the income or capital gains obtained as a consequence of trans-
fers or reimbursements of these shares and stocks»" (Official
State Bulletin dated 4 November).




This publication is merely for information purposes.

Any modifications to legislation after July 2007 must be taken into account.
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