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Spanish real estate tax updates: REITs, step-
up in property values, and other 
developments 

2012 was a hectic year in terms of tax developments in Spain, such as the new financial 
expenses capping-rule, the step-up in value of properties, the increase of tax rates, the 
significant and positive amendments to the SOCIMI (“Spanish REIT”), the implementation 
of the reverse charge rule for VAT deals, and the amended RETT rules on share deals. 

This NewsAlert focuses on the following hot tax topics for our sector: the latest update on 
REITs; the step-up in value of properties at the time when the 2012 accounts are typically 
being finalized; and the limitation of amortisation ahead of the first payments on account of 
2013. 
 

REIT & MAB 

One of the amendments to the Spanish REIT 
0% taxation vehicle refers to the listing 
requirements: (a) Qualifying stock 
exchanges are extended to stock exchanges 
in countries with effective tax information 
exchanges with Spain, i.e. not only to 
countries in the EU or EEA; and (b) Listing 
is also possible on a multilateral trading 
system in the EU or EEA, as well as on an 
official stock exchange. 

The potential listing in the Spanish 
multilateral trading market, called ‘MAB’, is 
attracting the attention of many investors 
willing to become a REIT as this system is 
certainly more accessible than the stock 
exchange. 

On 5 March the MAB officially published the 
following requirements for the Spanish 

REIT to be listed in the Spanish multilateral 
trading system: 

 The minimum share capital of EUR 
5 million must be fully paid-up; 

 There are no restrictions on the transfer 
of shares; 

 Annual accounts of the listed REIT must 
be audited; 

 Free float: Shareholders holding less than 
5% of the share capital each must hold at 
least (a) shares with EUR 2m of market 
value, or (b) 25% of the shares. 

 Minimum number of shareholders: There 
is no minimum. However, the MAB may 
impose a minimum depending on the 
circumstances of each particular REIT. 

 Prospectus: The prospectus must include 
a description of the assets, a description 
of the investment policy and the asset 
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renewal plan, as well as a valuation of the 
properties from an independent expert. 

Step-up in value of real estate 

As an extraordinary measure (last such 
revaluation occurred in 1996), fixed assets, 
including real estate, may be stepped-up in 
value for accounting and tax purposes 
(subject to 5% tax on the uplift).  

Properties eligible for the step-up process 
are those recognised in the first annual 
accounts closed after 28 December 2012, i.e. 
accounts as at 31 December 2012 for 
financial periods coinciding with the 
calendar year. The main features of the step-
up in basis are: 

 The step-up is an optional measure open 
to CIT taxpayers, resident individual 
entrepreneurs, and Spanish permanent 
establishments of foreign taxpayers; 

 The step-up shall be opted and calculated 
on an individual property basis; 

 The step-up will be the difference 
between the updated value (through the 
approved legal coefficients) and the 
accounting net value of the property, the 
result being adjusted by a coefficient 
determined by the debt ratio of the 
taxpayer; 

 The updated value cannot be higher than 
the market value; 

 The step-up will be registered as a 
revaluation reserve in the books of the 
taxpayer; 

 The step-up is subject to a 5% tax payable 
together with the yearly CIT return for 
2012, i.e. on 1-25 of July 2013. 

 There is an express prohibition to 
distribute the revaluation reserve in the 3 
year period following the filing of the 5% 
tax; 

 From a tax perspective the step-up in 
value shall be amortised in tax periods 
starting 1 January 2015 (and not before) 
during the remaining useful life of the 
properties; 

 Under the scenario of a subsequent loss 
upon transfer or an impairment in value, 
the revaluation reserve shall be reduced 

accordingly with no impact on the taxable 
base and no refund of the 5% tax. 

The Spanish governing body for accounting 
and auditing purposes (‘ICAC’) has recently 
issued a ruling clarifying the step-up in value 
and the preparation of the 2012 annual 
accounts and the updated balance. It is 
important to note that the report of the 2012 
accounts must inform on the revaluation 
process, and that the Shareholders Meeting 
must subsequently approve a separate and 
updated balance as a consequence of the 
revaluation process with retrospective 
effects to 1 January 2013. 

Temporary limitation of the 
amortisation tax allowance 

For tax periods 2013 and 2014, the tax 
allowance of the amortisation of real estate 
(construction and installations) is limited up 
to 70% of the applicable amortisation of 
each period. 

Notwithstanding the above the disallowed 
30% will be treated as tax deductible from 1 
January 2015 on a straight-line basis 
through either a 10 year period or the 
remaining life of the asset, at the option of 
the taxpayer. 

This tax measure shall be firstly taken into 
account for the purposes of calculating the 
first payment on account of 2013 which is 
due in April this year. 

By a way of exception, special depreciation 
plans approved by the Tax Authorities will 
not be subject to the 70% rule. 

Our View 

Since the publication of the new Spanish 
REIT draft legislation, investors, both 
domestic and foreign, have been analysing 
whether to channel their new investment 
through a Spanish REIT or converting their 
existing vehicles into a Spanish REIT. One of 
the main new points of interest is the 
possibility to be listed in the Spanish 
multilateral trading system (MAB). It is 
welcome that requirements for Spanish 
REITs to be listed in the MAB have finally 
been published for the knowledge of the 
investors. 
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On the other hand, taxpayers should 
consider the option to the step-up in value of 
their properties. We understand that an 
exercise of comparing the financial impact of 
paying a 5% tax in July 2013 vs. paying 
capital gains tax on any envisaged exit 
should follow in order to balance the pros 
and cons of applying for this exceptional 
revaluation mechanism. 

Finally, the limitation of the tax deductibility 
of 30% of the amortisation of construction 
and installations is a temporary measure 
similar to others passed in 2012 to reduce 
public deficit.
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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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