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TAXES IN SPAIN 

The tax system in Spain works according with the following principles: 

- Equality and generality 

- Economic capacity 

- Progressiveness 

- Non-confiscatory 

- Legality 

The most important Tax Law is the “Ley 58/2003, de 17 de diciembre, General 

Tributaria.” (Law 58/2003, of December 17, General Tax Law) 

About the taxation, in Spain we have 3 taxes’ typology, depending of the Administration in 

charge in each tax area, as follows: 

COUNTRY TAXES 

- Income tax (one part of this tax, is collected by the Regions) 

- Non-resident income tax 

- Corporation Tax 

- Wealth Tax 

- Value added Tax (VAT) 

- Special Taxes 

- Duty Taxes 

- Insurance Taxes 

- Taxes on gambling 

REGIONS TAXES 

- Succession and donation Tax (each A. Community have a different tax rate) 

- Tax of asset transactions and documented legal acts 

- Certain means of transport Tax 

- Retail sales of certain hydrocarbons Tax 

- Taxes on gambling 

- IGIC (Canarias indirect Tax, equivalent to VAT in the Islands) 

LOCAL GOVERMENT TAXES 
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- Property Tax 

- Economic Activities Tax 

- Capital Gains Tax 

- Mechanical traction vehicles Tax 

- Constructions, installations and works Tax 

- Luxury spending Taxes 

Then, we are going to analyze one by one the most relevant Spanish taxes. 

 INCOME TAX 

The Income Tax is a direct and individual tax, partially yielded to the Regions, which charge 

the income of individuals according to their nature, personal and family circumstances. The 

taxpayers must be physically taxable persons residents in Spain.  

Normative Laws are Ley 35/2006, 28 de noviembre, del Impuesto sobre la Renta de las 

Personas Físicas, y Real Decreto 439/2007, de 28 de marzo. (Law 35/2006, November 

28th, on Income Tax for Individuals, and Royal Decree 439/2007, March 28th.) 

The taxpayers have two different tax rate pieces: the country piece and the Region piece. 

Also, giving the character of the Income Tax, it is divided in two parts: general income, and 

personal savings. 

Savings Tax Base: it is made up of capital gains and losses, arising from the transfer of assets 

over a period of one year. Also, it taxes certain profits from capital investments.  

Tax Base National tax rate 

 

Region tax rate 

 

Total 

Euro Percentage Percentage Percentage 

Up to      6.000,00 9,50 9,50 19,00 

The following 44.000,00 10,50 10,50 21,00 

From 50.000 Euro 11,50 11,50 23,00 

 

General Taxable base: it is made up of income from salary, income from real estate, income 

from economic or business activities, Income allocation, international tax transparency, 

image rights, investment institutions, among others. 

Tax Base Country tax rate Region tax rate Total 
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Euro Percentage Percentage Percentage 

Until 12.450,00 euros 9,50 Tax rate  19,00 

Followings 7.750,00 euros 12,00 Tax rate  24,00 

Followings 15.000,00 euros 15,00 Tax rate  30,00 

Followings 24.800,00 euros 18,50 
Tax rate 

37,00 

From 60.000 euros 22,50 
Tax rate  

45,00 

 

The framework and tax rates in Spain are as follow: 

 Earned Income from work: Payments or profits which derive, directly or indirectly, 

from personal work, or from the employment relationship.  

The wage withholding will be the result to apply the total amount of the salary paid, 

the type of retention expressed in whole numbers.  

 Determination of the basis for calculating the type of retention:  

Total annual retributions: fixed and variable (-) reductions and deductible expenses. 

 The wage withholding will be obtain as: Scale x wage withholding base (-) Scale x 

personal and family minimum. 

 Income from real state: lease of all kind all real state, also the income derived from 

the constitution or assignment of rights, or the faculty of using or enjoyment on real 

estate. It is not included the income derived from the real estate at the owner disposal 

(other dwellings than the usual) or usufruct holder, which will be taxed by imputation 

(1,1% of the Property cadastral value). 

 Deductible expenses:  

o Necessary expenses to obtain the earnings (Duly justified) 

o Deterioration fee over time 

When the leased property is intended for the lessee's habitual residence, the net income will 

be reduced by 60%, unless the lessee is between the ages of 18 and 35 years, in which case 

the reduction will be 100%. In the case of holiday homes, this reduction does not exist. 

 Income from capital investments: the participation in own investments funds; own 

capital transfer to third parties; capitalization, life or disability insurance contracts, 

and income derived from capital inflow. This consideration shall also include those 

arising from the lease of movable property, business or mining; transfer of the image 

rights exploitation; technical assistance; intellectual property where the taxpayer is 
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not the author, as well as those from intellectual property does not affect the 

economic activity of the taxpayer. 

The first 1,500 Euro from income capital investments will be exempt.  

Deductible expenses: 

a) Administration and deposit of negotiable values; 

b) In the case of capital investment leasing, business or mines, will be exempt the 

expenses necessary to obtain it, as well as the amount of damage suffered. 

The yields generated in a period exceeding two years, will be reduce 40%. 

 Income from economic/business activity: those that come from personal work 

and/or capital, and involve the subject self-management of the means of production 

and/or human resources, for intervening in the production or distribution of goods 

or services. 

These are the different typologies: 

a) Direct Estimation:  

a. Standard: It is applied to professional or business activities carried out by 

natural persons or entities under a rent allocation regime. It is possible to 

deduct a series of expenses such as: Social Security, insurance contracts, 

personnel expenses... It is mandatory that the expenses are duly accounted, 

and strictly necessary for the activity.  

The basis for a Tax settlement follows this scheme: Income + Self-

consumption – Expenses. 

b. Simplified: Business activities to which the Objective Estimation modality is 

not applicable. Allows the full deduction of depreciation. As in the normal 

direct estimate, all expenses necessary for the development of the activity, 

will be deductible. 

b) Objective Estimation: It applies to certain business activities, among which it could 

be highlighted a large part of retail trading, such as hairdressing, passengers’ 

transport, car repair shops, restaurants, cafes, bars, taxi, etc. 

Among them all, four split payments must be made, in the periods from 1 to 20 of: April, 

July, October and January of the year after. 

 Capital gains and losses: the variations in the value of the taxpayer's patrimony, 

which express any alteration in the composition of it, unless it was subject to a 

different tax rule (Inheritance Tax and Donations), or might have a different income 

consideration.  

The calculation of taxable income should be done as follows: 
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(+) Transmission value (-) Costs inherent to the transmission 

(-) Acquisition value (+) Expenses and taxes inherent to the acquisition (-) Amount 

of the rights transmitted 

(=) Gain or loss 

Tax exemption: donations to non-profit entities; Transmission of habitual residence 

for people over 65 years. 

 Liquidation base 

• General liquidation base = (+/-) General Tax Base (-) Reductions (+) Equity gains 

not justified = (+/-) General tax Base. 

• Liquidation base of savings = (+) Savings Tax Base (-) Excess of reductions for 

Alimony not applied in the general part = (+) Savings Tax Base. 

 Individual and family Minimum: In general, will be € 5,050 per year. By each 

descendant will be €1,800 yearly for the first one, €2,000 yearly for the second one, 

€3,600 yearly for the third one, €4,100 yearly and fourth and more children. By the 

ascendants will be €900 yearly for each one over 65 years old, or disabled. 

 Deductions: Deduction for investments in the habitual residence (only for homes 

acquired before 12/31/12); Deductions in economic activities; Deductions for 

donations…Likewise, each Region has its own deductions. 

 TAX ON EQUITY 

Is a direct and individual tax which charged the net patrimony of the individuals. It is 

regulated in Ley 19/1991, June 6th, Tax on Equity. 

Of the 28th EU State, there is only this tax in Spain and France. 

It is a tax managed by the Regions, so they obtain the total income. 

The taxable base will be the value of the net assets of the taxable person, meaning all the 

assets and rights with economic content of which the taxable person is the holder, once 

the value of the charges and levies on the assets is deducted, as well as the debts or 

personal obligations of the taxable persons that might respond. 

The minimum general exemption is € 700,000. 

 NON-RESIDENTS INCOME TAX 

It is a direct tax which charge the income obtained in Spain by the non-residents: individuals 

or companies. It is regulated in the Real Decreto Legislativo 5/2004, de 5 de marzo, por el 

que se aprueba el texto refundido de la Ley del Impuesto sobre la Renta de no Residentes. 
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(Royal Legislative Decree 5/2004, of March 5th, approving the consolidated text of the Law 

on Income Tax for Non-Residents.) 

The taxpayers will be: 

 The non-residents individuals or companies in Spain who obtain incomes in Spain, 

except if they are tax payers of Spanish Income tax.  

 Individuals with foreign nationality who are resident in Spain, as members of 

diplomatic missions, consular offices, officials in active employment or official 

employment, always within a reciprocity basis. 

 Companies which have income attributions established abroad with branches in 

Spain. 

Tax Bases: income, money or in kind, obtained by the taxpayers within the Spanish territory. 

Such as: 

 The income from activities or economic operations gained while a permanent 

establishment in Spanish territory. 

 The income from economic activities or investments, obtained without a permanent 

establishment, in the case of economic activities carried out in Spanish territory. 

 Earnings from work, when the work is made in Spanish territory. 

 Pensions or other similar benefits, when they come from employment on Spanish 

territory. 

 Profits of the executives and board members, or representative bodies of a Spanish 

territory resident company. 

 Dividends and other income derived from the equity participation of entities resident 

in Spain. 

 Interests and other income obtained by the transfer to third parties of own capital 

paid by persons or entities resident in Spanish territory, or by permanent 

establishments located therein, or to repay capital benefits used in Spanish territory. 

 Canons or royalties paid by individuals or entities based in Spanish territory, or by a 

branch located therein, or used in Spanish territory. 

 The income derived, direct or indirectly, of the real estate located in Spanish territory, 

or those rights relating thereto. 

 Income attributed to individual taxpayers, who own urban real estate located in 

Spanish territory but it is not engaged in economic activities. 

 Gains obtained from stock issued by individuals or companies based in Spanish 

territory, as well as other investment or real state located in Spanish territory. 

Tax Base to non-residents income tax: 

 Permanent based: Taxpayers who obtain income through an establishment located 

in Spanish territory, will be taxed for all the income attributable to that establishment, 

wherever they are obtained. 
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Tax rate applicable: The taxable amount will be 30%, unless the activity of the 

establishment is concerning the exploration and exploitation of hydrocarbons, in 

which case the rate will be 35%. 

 Without permanent based: Taxpayers who obtain income without permanent base 

in Spain will be taxed separately for each total or partial taxable income, being not 

possible any compensation among them. 

Tax rate: 24% in general terms. 

The income tax of individuals’ non-resident in Spain, who provide their services in 

diplomatic missions and consular representations of Spain abroad, when the 

application of specific norms derived from the Treaties in which Spain is a party is 

not applicable, will be taxed at 8%. 

The tax rate will be 2% for employment income earned by non-residents in Spanish 

territory under a fixed-term contract.  

The 19% tax rate will be in the following: 

- Dividends and income derived from the equity participation of companies; 

- Interest and income derived from the transfer of own capital to third parties; 

- Capital gains generated by the transfer of assets. 

The tax rate applicable to royalties paid by a company resident in Spain; Or by a 

permanent establishment located therein, of a company which is resident in another 

Member State of the EU to a company resident in another Member State; Or to a 

permanent establishment located in another Member State of a company which is a 

resident of a Member State, it will be 10% taxation rate. The most important 

requirements are: 

- Both companies must be residents and taxpayers in UE  

- Both companies must be associated or in partnership 

- The company which received such payments, must do it only for its own benefit 

and not as an intermediary or authorized agent of the Company. In the case of a 

permanent establishment, the amounts received must be effectively connected to 

its activity, and it will be computable income for the purposes of determining 

their taxable income in the country in which it is located. 

 CORPORATIONS TAX 

It is a direct tax which charges the income of companies and other legal entities. It is 

regulated in the Real Decreto Legislativo 4/2004, de 5 de marzo, por el que se aprueba el 

Texto Refundido de la Ley del Impuesto sobre Sociedades, y por el Real Decreto 1777/2004, 

de 30 de julio, por el que se aprueba su Reglamento. (March 5th, which approves the 
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Consolidated Text of the Corporation Tax Law, and by Royal Decree 1777/2004 of July 

30th, which approves its Regulations.) 

The requirement is not equitable throughout the national territory, because there are some 

special regimes depending of the territory: The Economic Agreement with the Basque 

Region, the agreement with the region of Navarra and the agreements with the Canary 

Islands, Ceuta and Melilla. 

The tax scheme is as follows: 

(=) (Accounting results) (-) Double taxation Deductions  

(+/-) Tax adjustment   

(+) Attribution to special regimes  (-) Discounts  

(-) Negative tax bases from the previous fiscal years (-) Other deductions  

(=) Tax base  (-) Divided payments  

(x) Tax rate (-) Withholding and account entries  

(=) Full fee   

(=) Net fee for getting in, giving back or offsetting 

 

Tax rates:  

1) 33%: Entities dedicated to exploration, research and exploitation of deposits, and 

hydrocarbons storage underground.  

2) 30%: Loan/credit companies 

3) 25%:  

a. General insurance entities, social security entities, and labour accidents and 

occupational health insurance mutuality’s which meet government 

regulations’ requirements. 

b. Reciprocal guarantee companies, and reinsurance companies inscribed in the 

Special Registry of the Bank of Spain. 

c. Cooperative credit societies and rural credit unions. 

d. Professional and Business Associations, official chambers and labour unions. 

e. Non-profit entities which do not apply the tax regime established in Ley 

49/2002, de 23 de diciembre, de Régimen Fiscal de las Entidades sin Fines 

Lucrativos y de los Incentivos Fiscales al Mecenazgo. (Law 49/2002, of 

December 23rd, on the Fiscal Regime of Non-Profit Entities and on Tax 

Incentives for Patronage.) 

f. Unions, federations, and cooperatives’ confederations. 

g. Employment promotion funds setting up under artículo 22 de la Ley 

27/1984, de 26 de julio, sobre Reconversión y Reindustrialización. (Article 

22 of Law 27/1984, of July 26, on Reconversion and Reindustrialization) 
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h. The public law entity "Puertos del Estado" (State Ports), and the Port 

Authorities. 

4) 20%: Tax protected Cooperatives  

5) 15%: New created companies, except those that are taxed at a lower rate. 

6) 10%: Non-Profit Entities. 

7) 1%:  

a. Variable capital investment companies (with a minimum of 100 

shareholders); 

b. Financial investment funds (with a minimum of 100 participants); 

c. Real estate investment funds (minimum of 100 partners or participants); 

d. The regulatory fund of public character of the mortgage market. 

8) 0%: Pension funds 

9) Special rate for small-size companies: The law establishes two tranches of taxation 

for these companies: The tax rate will be 25% for the first 120,202.41 euros of taxable 

base, and 28% for the rest of the taxable base for tax periods starting from 01-01-

2015. For tax periods beginning on or after 1 January 2016, the tax rate to apply by 

small-sized companies will be 25%. 

10) Tax rate for maintenance, or job creation: In tax periods started in 2009, 2010 and 

2011, entities whose net turnover had been less than 5 million euros, and the average 

workforce had been less than 25 employees, shall be taxed for a fixed rate of 25%. 

 ADDED VALUE TAX (VAT) 

The Value-Added Tax (VAT) in Spain is a tax which forms the basis of the Spanish system 

of indirect taxation. It was created in 1986, at the request of the European Economic 

Community, replacing the Tax on Business Trafficking. It was reformed at UE level in 1992 

to adapt it into the domestic market. 

It is regulated in Ley 37/1998, de 28 de diciembre, y en el Real Decreto 1624/1992, de 29 

de diciembre. (Law 37/1998 of 28 December and in Royal Decree 1624/1992 of 29 

December) 

The VAT is a neutral tax (according with the “Sixth Directive”), because it is not an expense 

neither an income. The neutrality is broken when the final consumption of goods is 

produced. 

The VAT charges the following operations: 

- The delivery of goods and services provided by entrepreneurs or professionals. 

- Intra-Community acquisitions of goods. 
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- Goods import. 

Taxable scheme: 

1. To know if the deal is VAT taxable: 

o Space: if the deal has been realized in the application VAT territory (TAI) 

o Subjective: if the deal has been realized by entrepreneur or professionals 

into their own activity exercise.  

2. Taxable event delimitation 

3. Know if the deal is taxable or not 

4. Quantify the taxable event 

5. Define the tax rate: 

a. 4% Super reduced: staple foods; books, press and magazines; Medicinal 

products for human use; Vehicles for disable people; prosthesis; Public 

housing ... 

b. 10% Reduced:  

i. Deliveries of goods: products for human or animal nutrition; Water; 

Medicines for animal use; First transmission of housing buildings; 

Deliveries of art objects; Packaged liquefied gas ... 

ii. Provision of services: passengers and luggage transportation; Hotels 

and restaurants; Films exhibitions; Sport events; Hairdressing 

services; Provision and reception of broadcasting and digital 

television; Masonry service ... 

c. 21% General  

6. Define who is the taxpayer 

7. Settle the VAT 

 Non-taxable deals: The law leaves out certain deals, such as medical services, certain 

educational, cultural and sports activities, as well as financial and insurance 

operations. 

 Exempt deals:  

o Interior deals: postal services; Hospital care; Social assistance services; 

Education and teaching services; Non-profit entities services; Insurance, 

reinsurance and capitalization operations; financial operations; Lotteries and 

State betting; Certain real estate operations. 

o Export: Deliveries of goods sent out the EU by the transferor or by a third 

party on its behalf; Deliveries of goods sent out or transported outside the EU 

by the non-established acquirer or by a third party acting on its behalf; Goods 

were acquired in the TAI, but after some work done on them are 
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subsequently exported; Goods that are imported, work done and 

subsequently re-exported. 

 Resembled export deals: deals relating to ships engaged in 

international maritime shipping; deals relating to international 

navigation aircrafts; Delivery of goods and services to embassies and 

consulates by way of reciprocity; Transport of passengers and their 

luggage. 

 Free trade zone: Deliveries of goods based for being introduced into 

a free trade zone; Deliveries of goods which are in a free trade zone 

while in that zone. 

o Exempt in delivery of goods to UE: Supplies of goods where the acquirer is 

another taxable Company located in another MS than Spain, or an individual 

who does not act as an entrepreneur or professional; Deliveries of new means 

of transportation to another MS when the acquirer is in any of the cases of 

non-subjection; Assumptions of intra-community consumption for another 

MS. 

o Exempt in Intra-Community acquisitions of goods:  

 Technical exemptions: they are equivalent to interior deliveries and 

imports. 

 Exemptions in triangular deals. 

o Import exemptions:  

 Exemptions to facility the free movement of people (transfers or 

relocations, marriage ...). 

 Exemptions on imports free of charge and economically limited. 

 Exemptions from special customs regimes. 

 Technical exemptions: to avoid discrimination of products from 

abroad or double taxation. 

 Accrual: the moment when the taxable event is considered done, and the taxable 

obligation has been burned.  

 Tax base:  

o General rule: tax base in internal deals is made up for the total amount of the 

deals remuneration of transactions to the consignee, or third parties. 

o Special rule:  

 Non-monetary consideration: it will be taken as base that would have 

been fixed in normal market conditions among independent 

individuals. 
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 Transfer for unit price: if in a single operation and for unit price are 

transmitted goods of different nature, the basis for each of them will 

be determined in proportion to the market value of each good 

transmitted, unless one of the goods is accessory the other. 

 Goods self-consumption: the base will be the price in the moment of 

the acquisition or transmission, depending if the good has been 

changed or not.  

o Import Tax base:  

 General rule: Custom value. To this, it shall add different expenses: 

taxes, rights, exactions, and other obligations which accrue outside 

the TAI, as well as those accruing on import. Ancillary expenses, 

such as commissions and expenses for packaging, transportation and 

insurance. 

 Special rules:  

 Inward processing regime: the tax base will be the 

remuneration of the works. 

 Tax Deposits Exits: the tax base will be the one 

corresponding to the last delivery made within the deposit. 

 VAT Repercussion: 

o General conditions:  

 It is mandatory to the taxpayer for later deduction by the subject 

assessed. 

 Exemption from the obligation to asses on the case of imports and 

investment of the taxable person. 

o Requirement: separated allocation in invoice of tax base, tax, and quota. 

o Alteration of assessed quotas:  

 Any mistake in the quotas 

 Alteration of the tax base 

 Deadline: 4 years 

 It could not be altered if:  

 Increase the quotas to individuals 

 It is known by the Tax Administration and constitutes an 

infraction. 

 VAT Refund:  

o General Conditions:  

 It is applied when the quotas supported could not be deducted during 

the year, because they exceed the quotas assessed on. 

 It will be requested at the time of presenting the last statement-

settlement of the fiscal year. 
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 The refund will be made within a period of six months, and interest 

for late payment should be paid if this deadline is not met. 

o Export refunds:  

 The return is requested with each statement-settlement, without 

waiting at the end of the year 

 There is a limit to the refund, formed by the result of applying the 

general rate on the volume of operations of the period. 

o Non-established refunds:  

 Must be an entrepreneur or professional established in the EU or in 

a country where there is reciprocity of treatment with Spanish 

professionals. 

 It may only carry out TAI operations in which the taxable person's 

investment or transport, services, and exempt accessories take place.  

 SPECIAL TAXES:  

The Special Taxes charge the consume on certain goods. These are indirect taxes which 

relapse on specific consuming, and charge in one only stage, the manufacture, import and, 

when appropriate, the introduction in the internal territory of certain goods. 

The most important are: 

1. Tax on alcohol and alcoholic drinks 

a. Beer tax 

b. Wine and fermented drinks tax 

c. Intermediate products tax 

d. Alcohol and derived drinks tax 

2. Hydrocarbon tax 

3. Jobs on tobacco tax 

4. Electricity tax 

The Special taxes are regulated in Ley 38/1992, de 28 de diciembre, y Real Decreto 

1165/1995, de 7 de julio (Law 38/1992 of 28 December and Royal Decree 1165/1995 of 

7 July.) 

 FOREIGN TRADE TAXATION 

The importation of goods into the country with origin from a third country, or from the 

Canary Islands, Ceuta and Melilla, shall be considered import of goods. 

The taxes which affect the foreign trade can be classified in four groups: 
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a) Custom duties or tariffs: can be on import or export. The amount of these duties is 

usually different depending on the class of goods in question. The country of origin 

of the merchandise may also give rise to tax differences. 

b) Exemptions of equivalent effect to custom duties: these are charges on foreign trade 

of goods, which are not true custom duties, but their effect is to increase the price of 

certain goods entering or leaving the TAU (customs territory of UE), to restrict the 

trade volume. It may also be the consideration which the customs administration 

requires to the economic operators for the services it provides. 

c) Regulatory (anti-dumping) duties: taxes which have the purpose of altering the price 

of the products presented for their import, either because they are some type of goods 

having a regulated price in the country of importation, or as a reaction to some 

prohibited commercial practice which makes possible abnormally low import prices. 

d) Countervailing duties: taxes which are intended to ensure that the products being 

imported are subject to the same indirect tax burden, as those products would have 

been borne if they had been produced or obtained within the country of importation. 

These are the ones that give rise to "border tax adjustments". 

 

 TAX AND ACCOUNTING OBLIGATIONS 

 Invoice issuance: entrepreneurs and professionals must issue and deliver invoice for 

each of their professional services which they perform in the development of their 

activity. 

 Obligations of identification: every person, physical and legal, must have a NIF for 

their relations of nature or tax importance. 

 Registration obligations: 

o Income Tax (IRPF): Carrying out accounting books is required by the 

Commercial Code, and income and expenses registration books, investment 

property registration book, income sales book (for business activities), and 

book of provisions of funds, and supplements. 

o Corporation tax (IS): Book inventory and of yearly accounts, journal, book 

of minutes, book register of registered shares (for SA and SCA), book of 

membership (SL). 

o VAT: book of invoices issued, book of invoices received, book of investment 

goods, book register of certain intra-community transactions. 

 Census Obligations: The beginning of economic activities originates a set of tax 

obligations, including those of a census nature, required at country level for the 

persons or entities which develop them. Those, who are going to carry out business 

or professional activities, or operations, or pay income subject to withholding, must 
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request, before the beginning of their activities, their enrolment in the Census of 

Employers, Professionals and Retainers. This census is part of the Tax Obligations 

Census. Also, it must include in this census those persons or entities not resident in 

Spain. Likewise, those persons or entities not established in the territory of 

application of the Value-Added Tax (VAT) will be included in this census when they 

are taxable persons of said tax. 


