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PREMIER SPANISH INHERITANCE PLANNING SCHEME,

SPANISH INHERITANCE TAX SUMMARY"

Scope of Tax

The transfer of property to an individual on the death of the former holder of the property
may be subject to Spanish Inheritance Tax (“IHT”).

Both Spanish residents and non-residents may be subject to THT. Spanish residents will be
subject to JHT on the net value of all the assets inherited, whether or not situated in Spain,
whereas individuals who are not resident in Spain may only be subject to IHT on the net
value of assets inherited which are situated in Spain. There is no exemption from IHT in
circumstances where the beneficiary is the spouse of the deceased,

For UK residents, the property which is subject to IHT is likely to be a holiday home and,
perhaps, funds in a bank account opened to pay local taxes and other outgoings, In such
cases, the Spanish tax authorities will only be concerned with assets in Spain.

Amount and Rate of Tax

The amount of tax payable by a beneficiary will depend upon the “net value” of the property
received; that is to say, the actual value of the asset less deductible charges, debts and
expenses.

A debt secured by a mortgage over a property in Spain will be deductible for IHT purposes as
long as: the debt is in favour of an independent third party and is located or exercisable or
must be fulfilled in Spain; and the mortgage is governed by Spanish law, is granted by public
deed before a Spanish notary public and is duly registered as a public deed in the appropriate
Spanish Real Estate Registry.

A careful analysis should be made on the deductibility of the debt. It may not be discarded that
the Spanish Tax Authorities may try to challenge the deductibility of a loan granted to a non-
resident for IHT purposes under the arguments that either (i) the debt has been “simulated” for
the exclusive purposes of reducing the Spanish IHT liability or (ii), because of the lack of
connection of the debt transaction with Spain, the Spanish elements of the debt have been
artificially incorporated to the debt in order to qualify it as “located, exercisable or fulfilled” in
Spain.

As well as being dependent upon the net value of the estate, the rate of tax payable and the
availability of tax free allowances will also vary according to the closeness of the family
relationship between the deceased and the beneficiary,

' This is a summary of certain tax issues in the context of Spanish Inheritance and Gift Tax and it should not

be identified or used as a comprehensive analysis of the tax, Any taxpayer with a specific tax issue should
seek further Spanish legal advice on the matter,
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Winding up the Estate

There is normally a period of six months for the estate of a deceased person to be reported to
the Spanish tax authorities, but application may be made for that period to be extended. This
may be done provisionally or after determining the net asset value of the estate and
distributing it among the beneficiaries.

IHT is normally paid on the basis of a self-assessment when the documents relating to the
estate are filed. The tax authorities then have a period of four years within which to review
the self assessment and impose an additional tax bill if they consider it appropriate. Penalties
apply if no tax payment is made or tax declaration filed within the “voluntary period” of six
months.
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