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New pack of measures passed in Spain to 
guarantee budget stability, including the 
increase of VAT rates and other tax reforms 
A new pack of measures was passed on 13 July aimed at guaranteeing the budget stability 
and promoting competitiveness. This new round of reforms should be understood within the 
context of the financial and sovereign debt crisis and of the EU financial support to Spain for 
the recapitalisation of the banking sector, and it demonstrates the seriousness of the efforts 
of the Spanish Government to face the current situation. The new law includes a panoply of 
measures to deal with such objectives,  such as,  the reduction of civil servants’ salaries and 
benefits, restrictions on Social Security subsidies, restructuring of the energy industry, 
liberalization of business hours for commercial purposes, and of course certain tax 
amendments. 

Specific measures include an increase in VAT rates, limitation of the availability of tax losses 
for 2012 and 2013, increase of CIT payments on account rates for 2012 and 2013, 
amendments to the CIT financial expenses-capping rule, and limitation to the tax credit 
regarding the acquisition of homes by individuals. A brief summary of the main tax changes 
is included herein. 
 
VAT: Standard rate increased 
from 18% to 21% 

In July 2010 the standard VAT rate was 
increased from 16% to 18%, and the 
reduced rate from 7% to 8%. 

Now the standard rate is increased from 
18% to 21% and the reduced rate from 8% 
to 10%. The new rates will be effective 
from 1 September 2012.  

VAT rates in Spain have been below the 
EU average historically, so this increase 
brings Spain more in line with the EU 
average. 

The super-reduced VAT rate of 4% 
remains the same. 

In addition some goods and services have 
been upgraded from the reduced to the 
standard rate. 

As anticipated in our May NewsAlert, 
there is a bill now under discussion in the 
Spanish Parliament proposing the reverse 
charge mechanism to apply to those 
scenarios where the option to VAT is 
implemented by the seller, a typical 
scenario for real estate investors with the 
exception of transactions in residential 
leases. This mechanism would allow 
buyers to escape the effect of the increase 
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of rates for transfers of used assets where 
the option to tax is implemented. 

Financial expenses-capping 
rule: Amendments and 
guidelines 

In March this year, a financial expenses-
capping rule was introduced for CIT 
purposes limiting the tax relief for net 
financial expense to the higher of 30% of 
the operating profit and €1m. This new 
rule is applicable to FYs starting on or 
after 1 January 2012. 

Now the Government has approved some 
amendments and has issued some 
guidelines for the interpretation of this 
rule. 

The amendments may be summarized as 
follows: 

 The scope of the application of the 
capping rule is extended to all 
taxpayers, except credit and insurance 
entities. Previously, entities which were 
not part of a corporate group of 
companies were generally not caught by 
this rule. 

 The limitation is not applicable in the 
period when the entity is extinguished. 
This means that the taxable income of 
an entity may be adjusted in the 
liquidation period. This flexibility is 
good news for those investors working 
on a SPV per asset basis given that 
under the old scheme there was a risk 
that the temporary adjustment may 
become definite, i.e. not deductible. 

 The €1m minimum threshold should be 
reduced proportionately for tax periods 
of less than 12 months. 

The guidelines published on 17 July 
purport to shed light on a number of 
issues, including the scope and definition 
of financial income, financial expenses 
and revenue, as well as the application of 
the rule for tax groups. 

Limitation of tax losses in 
2012 and 2013 

In August 2011 the application of pending 
tax losses for tax periods 2011-2013 was 
limited to a maximum of 75% of the 
taxable base for taxpayers with turnover 
between €20m and €60m; and to 50% of 
the taxable base for taxpayers with a 
turnover equal or higher than €60m. 

Turnover for this purpose is defined as the 
amount corresponding to the prior tax 
period. 

At the same time, effective from 1 January 
2012, the tax period for which losses can 
be carried forward was extended from 15 
to 18 years. 

Now, the use of tax losses for 2012 and 
2013 has become more restricted: up to a 
maximum of 50% of the taxable base for 
taxpayers with turnover between €20m 
and €60m; and to 25% of the taxable base 
for taxpayers with a turnover equal or 
higher than €60m. This restriction shall 
be taken into account for payments on 
account as well as for the yearly CIT 
computation. 

The mixture of the financial expenses-
capping rule and the limitation of use of 
tax losses in 2012 and 2013 may lead to 
unexpected tax liability scenarios for 
certain taxpayers. 

CIT payments on account: 
Increase of rates in 2012 and 
2013 

In August 2011 the tax rates applicable to 
CIT payments on account of taxpayers 
with a turnover equal or higher to €20m 
were increased for the period 2011-2013. 

Now the rates have been amended once 
again for tax periods 2012-2013 for those 
payments on account calculated according 
to the taxable base method: 

 21% for taxpayers with a turnover 
below €10m; 
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 23% for taxpayers with a turnover 
between €10m and €20m; 

 26% for taxpayers with a turnover 
between €20m and €60m; 

 29% for taxpayers with turnover equal 
or higher than €60m. 

Again, the turnover of reference is the 
amount corresponding to the prior tax 
period. 

In addition the minimum payment on 
account approved in March 2012 
applicable for those taxpayers with at least 
€20m of turnover has been amended. 
Initially the payments on account for 
2012-2013 could not be lower than 8% of 
the positive accounting result of the period 
reduced only by qualifying pending tax 
losses (4% for the payment on account due 
in April 2012).  Now the rate has been 
increased from 8% to 12%, and no 
recourse can be made to pending tax 
losses. 

It should be noted that payments on 
account are credited against the resulting 
tax liability of the annual tax return. 

Fiscal benefits for home 
buyers to be abolished 

The Government has announced that the 
tax credit available for Spanish resident 
individuals for the acquisition of the 
habitual dwelling may be abolished in 
2013. In the meantime, the tax credit has 
been restricted partially in 2012. 

Our View 

 These tax measures are clearly designed 
to increase tax revenue and to reduce 
the current public deficit. 

 Some of the tax measures passed are 
temporary, i.e. with effect limited to 
2012 and 2013. 

 The increase of VAT rates was expected 
for quite some time given that Spanish 
rates were below the EU average. 

 The impact of the VAT increase may be 
avoided by buyers of second-hand real 
estate for lease (not residential) if the 
self-charge mechanism proposal is 
finally approved. 

 The scope of the financial expenses- 
capping rule has been expanded, i.e. it 
is now irrelevant whether or not the 
taxpayer belongs to a corporate group. 
Financial models for current and future 
investments should be reviewed 
accordingly in order to determine the 
CIT impact derived from the new 
financial expenses-capping provision. 

 The combination of the financial 
expenses-capping rule with the 
limitation of tax losses in 2012-2013 
may lead to tax liabilities for certain 
taxpayers. Again,  we recommend 
making the corresponding estimations 
in order to anticipate the adverse 
effects of these rules, if any.  

 The new tax rules passed need to be 
validated by the Spanish Parliament, 
which is expected due to the majority 
held by the government’s party.
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For more information, please contact your 
local PwC real estate tax service provider 
or one of the contacts below. 
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