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Many people from northern EU coun-
tries associate Spain with retirement,
good weather where you can go on holi -
days and, if you are wealthy, maybe stay
longer, but under no circumstances more
than 183 days to avoid being considered
as tax resident.

Although this may be true to some
extent, it is definitely a cliché. Current-
ly, Spain offers many opportunities be-
yond the real estate sector, which, his-
torically, has received a huge amount of
foreign investment. Depending on your
wealth and income composition, Spain
can also be a friendly tax jurisdiction
for wealthy people taking Spanish tax
residency.

In addition to new investors and the
wealthy moving their headquarters to
Spain, the country is also attracting in-
dustries such as IT and fashion, where
Barcelona is a consolidated hub. This
trend is encouraged by several factors,
including (i) reasonable corporate in-

come tax and the participation exemp-
tion regime applicable to Spanish hold-
ing companies; (ii) the impatriates
regime that establishes a low tax burden
for employees assigned to Spain; and
(iii) moderate taxation of individual
shareholders.

Reduction of the corporate
income tax burden
Corporate income tax has undergone a
progressive reduction in the last few
years; the current tax rate is a flat 25%.

The Spanish patent box grants a
60% tax reduction on payments re-
ceived as a consideration for the use of,
among others, patents and secret proce-
dures. This reduction aims to encourage
companies’ investing, developing and
licensing.

In addition, on January 1, 2015, the
Spanish participation exemption re-
moved certain requirements, and those
remaining are not difficult to meet, be-
cause they are mainly based on a mini-
mum stake threshold and the existence
of a double taxation treaty with an ex-
change of information clause, provided
the company distributing the dividends
is eligible. This simplified regime must
be analyzed together with the Spanish
controlled foreign corporation (CFC)
rules.

The Spanish holding regime (Enti-
dad de Tenencia de Valores Extranjeros
– ETVE), which is especially advanta-
geous for non-resident shareholders
and at least as attractive as most Euro-
pean holding regimes, has also been im-
proved.

Net wealth tax
Residents are taxed on their worldwide
assets when their taxable base exceeds
€ 700,000 or if their assets are valued
at more than € 2,000,000 (it may differ
depending on the autonomous region).
However, non-resident individuals are

taxed only on assets located or deemed
to be lo cated in Spain, with the same
minimum thresholds.

When assets are valued at more than
€ 10,695,996.06, progressive tax rates
apply, with a top margin of 2.5%.
 Several allowances and a tax limit are
applicable, depending on the wealth
composition and type of income earned,
respectively. Therefore, tax liability
could be reduced from merely applying
the tax rate to applying the top tax rate
on the taxpayer’s net wealth. For in-
stance, shares in family entities defined
as follows are exempt from wealth tax.

An entity is considered a family en-
tity if: (i) its main activity is not wealth
management, i.e., it is not a passive
holding entity; (ii) the taxpayer owns at
least 5% of the company or 20% jointly
with his or her spouse and close rela-
tives; and (iii) the taxpayer performs
management activities in the entity,
earning for these services more than
50% of his or her business, professional
and employment income.

Despite the top margin established,
the tax burden is usually reasonable,
 depending on the composition of assets
and the autonomous region.

Non-resident taxpayers who are res-
idents in a EU member state or the EEA
are entitled to apply the regulations ap-
proved by the autonomous region.

Inheritance and gift tax
Spanish tax residents receiving prop -
erty and rights (i.e., heirs and donees)
must pay inheritance and gift tax on
their worldwide assets.

On the other hand, non-tax residents
receiving property and rights are only
taxed on assets located or rights that can
be exercised in Spain. Consequently,
even if the deceased were a resident in
Spain, non-tax resident heirs are not
taxed in Spain on assets located or rights
exercised abroad.
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The taxable base is the net value of
the property and rights received, minus
deductible debts and expenses. This tax
is calculated at progressive rates, with
the top marginal rate of 34% applying
to € 797,555.08 and higher. Tax liability
depends on: (i) the individual’s net
wealth before receiving the inheritance
or gift, and (ii) the relationship with the
deceased or donor. 

However, in recent years, certain
 autonomous regions have introduced
provisions lowering the tax base, in-
cluding a 99% tax rebate, if certain con-
ditions are met.

Other exemptions and allowances
include a 95% allowance to close fam-
ily members inheriting a family com-
pany.

Non-residents qualifying as tax resi -
dents in an EU member state can apply
the autonomous region legislation,
which is usually more favorable, as
from September 3, 2014, when the EU
court issued decision C-127/12.

Personal income tax
Spanish tax residents must pay personal
income tax on their worldwide income
and capital gains.

Taxpayer income is broken down,
where applicable, into two tax bases: (i)
the general taxable base, which in-
cludes employment income, business
income, capital gains not included in
the savings base and imputed income;
and (ii) the savings taxable base, which
includes investment income (e.g., divi-
dends and interest) and capital gains
from the transfer of assets. The general
base is taxed progressively, with a top
marginal rate of 43.5%. The savings
base is taxed at a progressive rate rang-
ing from 19 to 23%. Please note that
each autonomous region may modify
certain aspects of the PIT, including tax
rates.

Impatriates tax regime
The regime for individuals moving to
Spain to work (impatriates) has remained

stable since its introduction, but certain
modifications were introduced last year
to income taxation and requirements.
This is still an optional regime under
which individuals, in the tax year when
they move to Spain and the following
five tax years, are taxed under the non-
resident income tax rules (it also affects
net wealth tax). Under these rules, only
Spanish-source income is taxed (except
for employment income, taxable in
Spain regardless of its source). Invest-
ment income and capital gains are taxed
at 19 to 23% and the remaining income
at 24%, up to € 600,000; the rest is taxed
at 45%.

Consequently, tax planning is cru-
cial to optimize the tax burden on per-
sonal income tax, net wealth tax and in-
heritance and gift tax, but the Spanish
tax system makes setting up headquar-
ters and tax residency in Spain attrac-
tive.
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Taking up the initial words of the adjacent article, Switzerland also offers – besides the beautiful landscape, chocolate
and banks – a lot of reasons to take up residency. However, during the last few years the European Union, the G20 states
as well as the OECD forced Switzerland to adjust its tax law in order to avoid tax evasion of individuals, but also to be
able to adapt to the OECD’s action plan on BEPS (base erosion and profit shifting). As a result, the Swiss parliament is
currently debating the final content of the so-called “corporate tax reform III”. The corporate tax reform III will enable
Switzerland to be in line with the demands of the other states respectively the OECD – in other words, to avoid future
tax planning strategies that take advantage of tax rulings that lead to a non-taxation or to a shift of profits to countries
with low tax rates, resulting in only minimal or even, overall, no taxation at all.

In order to maintain the attractiveness for foreign companies, the allocation of tax revenue is shifted towards the can-
tons, allowing them to lower their tax rates for regularly taxed companies. As a result, special tax regimes for holding
or domiciliary companies can be abolished. So far, the Canton of Vaud is the only canton that already lowered the tax
rates: with effect from January 1, 2016, the corporate tax rate is being reduced to 13.79%. The future will show to which
extent the lowering of corporate tax rates will be implemented in other cantons.

Considering the recent developments on individuals’ taxation it should be mentioned that the Canton of Schaffhausen
and the Canton of Zurich abolished the special tax regime of lump-sum taxation in 2012 respectively 2010. Since 2012,
three further cantons (Appenzell-Ausserrhoden, Basel-Country and Basel-City) decided to abolish the lump-sum tax
regime. The remaining cantons still allow this special taxation, however, with a much higher tax basis than in the past.
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