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The demand for a reduction in Spain’s 
public deficit has led to the adoption 
of measures intended to increase 
tax revenues. Corporate income tax 
collections had fallen by almost 60% 
between 2007 and 2012 and therefore 
it was evident that certain aspects of 
taxation had to be reformed to increase 
revenue. These measures are clearly 
reflected in the Total Tax Rate sub-
indicator for 2012, which we already 
expect to increase still further in the 
near future. The public deficit stood 
at 6.98% in 2012, compared to 8.96% 
in 2011. If, however, we add to this 
the cost of the bank restructuring, 
the deficit reached 10.64% of GDP.23 
An increase in fiscal pressure seems 
almost inevitable if the deficit is to 
be reduced to a figure close to 3%, 
within the framework of a stagnant 
economy with over 25% of the working 
population unemployed. 

The measure that has most increased 
the fiscal pressure on companies in 
2012 has been the elimination, with 
effect from 31 March 2012, of the 
enhanced depreciation regime that 
applied to new tangible fixed assets and 
property investments. This measure, 
in force since 2009, allowed companies 
to claim upfront tax depreciation on 
new assets and investments, thereby 
reducing corporate income tax in those 
years in which investments were made. 

Looking wider than the fact pattern of 
the Paying Taxes case study company, 
to companies whose net turnover in the 
previous year exceeded €20 million, 
the offsetting of prior-year tax losses 
has been limited as they may now 
only be used to offset up to 50% of 
taxable profits arising in the current 
year (25% if turnover in the previous 
tax period exceeded €60 million). 
This means that companies with 
significant brought forward tax-losses 
will have to pay corporate income tax. 
There have also been reductions in 
the additional tax deductions that can 
be claimed on some expenses such as 
expenses arising from research and 
development activities. 

In line with regimes in other countries, 
a 30% EBITDA24 limitation has been 
introduced on the deductibility for tax 
purposes of interest and other finance 
costs above €1 million. This limitation 
affects financial expenses irrespective 
of whether they derive from internal or 
external borrowing. 

23 Programa de estabilidad 2013-2016 Available from:  http://www.minhap.gob.es/es-ES/Estadistica%20e%20Informes/Paginas/estadisticaseinformes.aspx
24 Earnings before interest, taxation, depreciation and amortisation
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Looking at measures introduced more 
recently and which have yet to affect 
the case study company, the 2013 
Budget Law has increased the tax base 
by limiting the tax deductibility of 
depreciation charges during 2013 and 
2014 to 70% of the amounts that would 
have qualified for a tax deduction prior 
to the approval of the measure. 

The regime for the payment of 
advance instalments of corporate tax 
has undergone significant change 
with the introduction of minimum 
payments based on the accounting 
profit for the period, rather than on 
the estimated taxable profit for the 
period. A company with accounting 
profits, but no taxable profits, e.g. 
due to the use of brought forward 
losses, or due to non-taxable dividend 
income, will still have to make 
payments of corporate tax. Although 
such payments will be deducted from 
the final tax assessment, they require 
earlier payment of tax liabilities and 
have an adverse impact on companies’ 
cash flows. 

While VAT does not have an impact 
on the Total Tax Rate of the case 
study company, in a wider context it is 
interesting to note the changes that the 
Spanish Government has made to the 
scope of indirect taxation. With effect 
from 1 September 2012, the standard 
rate of VAT was increased from 18% to 
21%, while the reduced rate increased 
from 8% to 10%.

Certain measures are temporary and 
are intended to be applied only until 
Spain’s economic stability and growth 
get back on track. The economic 
situation in Spain suggests that some 
of these measures will be extended 
and other new measures will be 
introduced, some of which are already 
being considered by the Spanish 
legislative chambers. 

Given the overriding need to increase 
tax revenues, the Spanish Government 
has had limited scope to introduce tax 
incentives to boost economic activity. 
There are however a couple of targeted 
reforms worth noting, namely the 
reduction of corporate income tax 
by 10 or 15 percentage points for 
two years for newly incorporated 
companies from 2013, as well as the 
introduction of certain deductions for 
the reinvestment of profits. 

Spain has opted to seek increased tax 
revenue to stabilise its public accounts 
and this increased fiscal pressure is 
reflected in the Total Tax Rate for 
2012. We hope that this tax effort is 
worthwhile and that we will soon see a 
return to economic growth. 
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The Total Tax Rate included in the survey by 
the World Bank has been calculated using the 
broad principles of the PricewaterhouseCoopers 
methodology. The application of these principles 
by the World Bank Group has not been verified, 
validated or audited by PricewaterhouseCoopers, 
and therefore, PricewaterhouseCoopers cannot 
make any representations or warranties with 
regard to the accuracy of the information 
generated by the World Bank Group’s models. In 
addition, the World Bank Group has not verified, 
validated or audited any information collected 
by PricewaterhouseCoopers beyond the scope 
of Doing Business Paying Taxes data, and 
therefore, the World Bank Group cannot make 
any representations or warranties with regard 
to the accuracy of the information generated by 
PricewaterhouseCoopers’ own research.

The World Bank Group’s Doing Business tax 
ranking indicator includes two components in 
addition to the Total Tax Rate. These estimate 
compliance costs by looking at hours spent on 
tax work and the number of tax payments made 
in a tax year. These calculations do not follow 
any PricewaterhouseCoopers methodology 
but do attempt to provide data which is 
consistent with the tax compliance cost aspect 
of the PricewaterhouseCoopers Total Tax 
Contribution framework. 

The firms of the PricewaterhouseCoopers global 
network (www.pwc.com) provide industry-focused 
assurance, tax and advisory services to build 
public trust and enhance value for clients and their 
stakeholders. More than 180,000 people in 158 
countries across its network share their thinking, 
experience and solutions to develop fresh 
perspectives and practical advice. 

This publication has been prepared as general 
information on matters of interest only, and 
does not constitute professional advice. No 
one should act upon the information contained 
in this publication without obtaining specific 
professional advice. No representation or warranty 
(express or implied) is given as to the accuracy 
or completeness of the information contained 
in this publication, and, to the extent permitted 
by law, neither PricewaterhouseCoopers nor 
the World Bank Group accept or assume any 
liability, responsibility or duty of care for any 
consequences of anyone acting, or refraining to 
act, in reliance on the information contained in 
this publication or for any decision based on it. 
The World Bank Group does not guarantee the 
accuracy of the data included in this work. The 
boundaries, colours, denominations, and other 
information shown on any map in this work do 
not imply any judgment on the part of The World 
Bank Group concerning the legal status of any 
territory or the endorsement or acceptance of 
such boundaries. The findings, interpretations, 
and conclusions expressed herein are those of the 
author(s) and do not necessarily reflect the views 
of the World Bank, IFC and its Boards of Executive 
Directors or the governments they represent.

This publication may be copied and disseminated 
in its entirety, retaining all featured logos, names, 
copyright notice and disclaimers. Extracts from 
this publication may be copied and disseminated, 
including publication in other documentation, 
provided always that the said extracts are duly 
referenced, that the extract is clearly identified as 
such and that a source notice is used as follows: 
for extracts from any section of this publication 
except Chapter One, use the source notice: “© 
2013 PricewaterhouseCoopers. All rights reserved. 
Extract from “Paying Taxes 2014” publication, 
available on www.pwc.com/payingtaxes”. For 
extracts from Chapter One only, use the source 
notice: “© 2013 The World Bank and International 
Finance Corporation.  All rights reserved. Extract 
from “Paying Taxes 2014” publication, available on 
www.pwc.com/payingtaxes”.
 

All other queries on rights and licenses, including 
subsidiary rights, should be addressed to the 
Office of the Publisher, The World Bank, 1818 H 
Street NW, Washington, DC 20433, USA; fax: 202-
522-2625; e-mail: pubrights@worldbank.org.

© 2013 PricewaterhouseCoopers, the World 
Bank and International Finance Corporation. 
All rights reserved. “PricewaterhouseCoopers” 
refers to the network of member firms of 
PricewaterhouseCoopers International Limited, 
each of which is a separate and independent 
legal entity. The World Bank refers to the legally 
separate but affiliated international organizations: 
International Bank for Reconstruction 
and Development and International 
Development Association.
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