TAXATION OF URBAN PROPERTY
OWNED BY INDIVIDUALSWHO ARE NOT
RESIDENT IN SPAIN



PERSONAL INCOME TAX
PROPERTY TAX
REAL STATE TAX

1. INTRODUCTION

If you are not resident in Spain and own urban ertypin Spain, you are subject to Personal
Income Tax, Property Tax and local Real State Tax.

1.1. REPRESENTATIVE

You are not obliged to appoint a representativereethe tax authorities. However, you may
appoint one, if you wish, and notify the appointmem the Office or Branch of the Tax
Agency corresponding to the place where the prgpetbcated.

1.2. TAX IDENTIFICATION NUMBER (N.I.F.)

In Spain each person is assigned a tax identidisatumber (N.I.F) which must be used on
all tax returns and communications addressed ttathauthorities.

In general, the N.LLF. of a Spanish national is/h@s National Identification Number
(D.N.1); in the case of foreign nationals, the.R.lis their Foreigner identification Number
(N.LLE.). These identification numbers are issugdhe Directorate General of the Police.
Nevertheless, nationals of other European Union begrstates and of other states which are
party to the Agreement on the European Economia Ago are not obliged to have a N.I.E.
may apply to the Tax Administration for a tax idéoation number (N.I.F).

2. PERSONAL INCOME TAX

Where a property is owned by a married couple orampus individuals, each one is treated
as a separate taxpayer and must file returns depjara

Depending on what the property is used for, thenme subject to taxation is as follows:

2.1. INCOME FROM URBAN PROPERTY FOR OWN USE

The income to be declared is the amount resultioig fapplying to the cadastral value of the
property, as shown on the Real State Tax (ImpubstBienes inmuebles: I.B.l.) receipt, the
following percentages:

- 2 per cent, in general.
- 1,1 per cent in the case of property whose cadasttakwaas revised or modified
after ' January 1994.



This income is chargeable once per year, ot Bécember, and has to be declared the
following year.

If you have not owned the property for the entiearyor if it was leased for part of the year,
you must declare the corresponding proportion.

- Tax return form: Form 210, using general sectiof-&2land indicating income type
02.

- Filing period: 1 January to 30 June.

- Place of filing: the Branch of the State Tax Adisiration Agency corresponding to
the place where the property is located.

- Tax rate: 25%.
2.2. LEASED URBAN PROPERTY

The income to be declared in this case is the sotadunt collected from the tenant, without
deducting any expenses.

This income is chargeable when it is claimable frili® tenant or when it is collected (if
earlier). Each rent due is taxed separately antsempuently, a return must be filed for each
rent due.

Nevertheless, collective returns may be filed whtdy include various chargeable income
of one or more taxpayers falling within a calendaarter. If the collective return includes

the income of several taxpayers, the person filimgust be a representative or one of the
persons which the law regulating this tax define®eing jointly and severally liable (payer

or administrator).

- Tax return form: in accordance with the foregoitigre are two possibilities:

- Form 210. Ordinary return, using general sec2b@®-A and indicating income type
01.

- Form 215. Collective return. Also indicate incotyyge 01

- Filing period: for ordinary returns (form 210het deadline is one month after the date on
which the rent is due. Collective returns (form Ri&lating to a quarter must be filed
within the first 20 calendar days of the month @iy July, October or January following
the first, second, third or fourth calendar quanespectively.

- Place of filing: the Branch of the State Tax Adrsiration Agency corresponding to the
place where the property is located.



- Tax rate: 25%.
2.3CAPITAL GAINSON THE SALE OF PROPERTY

Capital gains on the sale of property are taxaideme. This income is chargeable when the
capital gain takes place.

The gain is generally the difference between the aad acquisition values.

The acquisition values the actual amount for which the property beirapsferred was
acquired, plus the expenses and taxes inhereheiadquisition (excluding interest) paid by
the person now transferring it. Depending on ther wé acquisition, this value is updated by
application of the update coefficients establiseadh year in the State General Budget law.
For assets transferred 2006, the coefficients are as follows:

Year of Cosfficient
acquisition of
the asset
1994% or
earlier 1.1924
1995 1.2597
1996 1.2167
1997 1.1924
1998 1.1692
1999 1.1482
2000 1.1261
2001 1.1040
2002 1.0824
2003 1.0612
2004 1.0404
2005 1.0200
2006 1.0000

@ If the asset was acquired on®Tecember 1994, the 1.2350 coefficient will apply.

In order for these coefficients to apply, the asmahg transferred must have been acquired
at least one year before the transfer date.

If the property being transferred were leased vidae thus determined must be reduced by
the amount of depreciation corresponding to thesdeperiod. The depreciation is also
updated on the basis of the year in question.

The transfer value is the actual amount for whiuh transfer was made, less the expenses
and taxes inherent to the transfer which were bbyribe seller.



The difference between the transfer value and aitopn value determined in this way is t
gain which is subject to taxation

he

Nevertheless, if the property being transferred aaguired before 31 December 1994, the
gain calculated as above is reduced by 11,11 %semarfor each year (above two) during

which the asset was held. This holding period Isutated by taking the number of years
between the date of acquisition and 31-12-96 anddimg up. The amount of the taxable
gain may be determined by applying the correspangercentage from the table below to

the gain calculated above.

Years elapsed Over

o 311908 1 2 3 4 5 6 7 8 9| 10/ 75
d

Before the 31 1996| 1995| 1994| 1993| 1992| 1991 | 1990| 1989| 1988| 1987 | 1986

December

Percentage (%) 100 100 88/807.78/66.67| 55.56| 44.45| 33.34| 22.23[11.12] 0

If the acquirer bought the property on two difféardates or has made improvements to it, it
must make the calculations as if there were twagyaith different holding periods for
applying the reduction and update coefficients.

Withholding tax

The person acquiring the property is liable to twild 5% of the agreed consideration and
pay it in to the Treasuryegardless of whether or not he/she is a residéhis withholding

is a payment on account of the seller's tax org#ie obtained on the transfer. Accordingly,
the buyer must provide the non-resident seller wittopy of the form 211 with which the
withholding tax was paid in, so that the latter ndmduct the withholding from the tax
payable in the return declaring the capital gainthé amount withheld exceeds the tax
finally payable, the excess is refundable.

Nevertheless, if more than 10 years elapsed betteedate of acquisition of the property
or the date of the last improvement made to it aiii December 1996, then there is no
capital gain or obligation to file a return andnsequently, there is no obligation to withhold
and pay the aforementioned 5%.

If the tax withheld is not paid in, the liabilitpif the tax is attached to the property.

Form, period and place for filing the return:

- Form: 212




When the property being transferred is owned jpibly a married couple in which both
spouses are non residents, a single return maiede f

-_Filing period: three monthfom the end of the period in which the purchasfethe
property must pay in the withholding tax (whicloise month from the date of the sale).

- Place the Branch or Office of the Tax Agency corresgogdo the place where the
property is located

- Tax rate: 35%

- Refund of excess withholdings

In the case of capital gains where the amount withlexceeds the actual tax payable,
the taxpayer is entitled to a refund of the excés® refund procedure is initiated by
filing form 212 before the aforementioned BranctOdfice. The refund is paid by bank
transfer to the account indicated in the form. @beount-holder must be the taxpayer
himself or his representative; in the latter cafis®e document accrediting the
appointment as representative must expressly aséhdrim to receive the refund.
Where the taxpayer does not have an account opgpaim, a refund by cheque may be
requested by writing to the Delegate of the Taxideff The refund application (form
212) must always be accompanied by the copy "femibn-resident seller” of the form
211 used to pay in the withholding tax.

The Administration has six months from the refuilthd deadline in which to issue a
provisional settlementf the refund application is filed late, the snonth period runs from
the filing date. If no administrative assessmentidgsued in that period, the Tax
Administration must refund the excess over the amofitax self-assessed by the taxpayer
without the need for further action by the taxpayalthough the Administration may
perform subsequent assessments if appropriatee lfiorementioned six months elapse and
the refund order is not issued for reasons attitletto the Administration, interest will be
paid on the outstanding refund amount (at a rat®®efn 2005).

3. PROPERTY TAX.

Non-residents must file a Property Tax return étlown property in Spain at 3December
of each year, regardless of the value of the ptgper

Urban property must be declared at the higbétie following three values:

- the cadastral value, as reflected in the PropEaty receipt for the year to which the
return refers,

- the value assessed by the Administration for psep of other taxes,



- the acquisition price, consideration or value.

The net wealth (which is the taxable amount) i®eined by the difference between that
value and the charges or liens on the propertyttadebt principal invested in the property.

There is no tax-free allowance and, consequetté/pbase of assessment coincides with the
taxable amount

The tax payablés calculated by applying the tax rate approvedhe year in question to the
aforementioned taxable amount

The tax rates for 2006 are as follows:

Taxable amount Gross tax Rest of taxable | Applicable

up to (€) amount amount up to (€) rate

0 0 167,129.4% 0.20%

167,129.45 334.26 167,123.43 0.30%

334,252.88 835.63 334,246.87 0.50%

668,499.75 2,506.86 668,499,76 0.90%

1,336,999.51 8,523.36 1,336,999.50 1.30%

2,673,999.01 25,904.35 2,673,999.02 1.70%

5,347,998.03 71,362.33 5,347,998.08 2.10%

10,695,996.06 183,670.29 thereafter 2.50%

Each individual must file a separate return. Acoayly, if a property is owned by a married
couple or by various persons, each one of them rfilesta single returnfor the
corresponding part.

Form, period and place for filing the return:

- Form:714, the same as for resident taxpayers.

- Filing period: £ May to 3¢ June.

- Place the Branch of the State Tax Administration Agemoyresponding to the tax
domicile of the representative or, where there is no rgmtasive, of the party which is
jointly and severally liable or, where there is mtinan one such party, the Branch of the
Tax Agency in whose territory the administrationtbé& principal part of the assets or
activities is located, deposited or exercised.



4. PROPERTY TAX AND PERSONAL INCOME TAX (Simplified return).

A non-resident whose only taxable property in Spaia dwelling fundamentally for own
use may elect to use a single form for declaringp®rty Tax on the dwelling owned in

Spanish territory and Personal Income Tax on thienated income from the use of that
dwelling.

Form, period and place for filing the return:

- Form: 214 Simplified return for non-residents (dwelling fmwvn use).

- Filing period the entire calendar year immediately following tine to which the return
refers.

- Place: the Branch or Office of the State Tax Aaistration Agency corresponding to
the place where the property is located.

5. REAL STATE TAX.

This is a local tax, i.e. levied by Municipal Gomerents, which is payable by real state-
owners.

All real state in each municipality is included ancensus and has an assigned value (its
cadastral valye The amount payable is calculated by applying tdoe rate set by the
Municipal Government to the cadastral value.

- Each year, a Real State Tax payment slip is is$ae each property in the census.
Municipal Governments normally allow the paymentb® made by direct debit to a
bank account, which makes it easy for the taxpayqray the tax before the deadline
and thus avoid surcharges.

- The period for payment varies depending on thaianpality, but it is normally around
the months of September, October and Novemberyeszh




