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On 13March the committee of experts on
the reform of the Spanish system ,
chaired by Manuel Lagares,presented
the Ministry of Finance with a report
aimed at setting out a number of
proposed reforms to the Spanish tax
system.

Among the changes proposed for
corporate income tax is the reduction in
the tax rate to 20%,aligning the
treatment of small-sized companies with
that of other companies,and the
elimination of deductions and other
benefits relating to the tax.

The proposed changes also include the
non-deduction of financial expenses
relating to external sources insofar as
these do exceed own funds,the review of
depreciation rates,reducing the
deduction of goodwill and intangible
assets with an indefinite useful life as
well as the non-deductibility of

unrealized accounting losses.

Lastly,the report proposes changing the
exemption for the avoidance of
international double taxation,
establishing a minimum amount that is
not exempt from taxation.

As concerns personal income tax,the
main proposal consists of reducing rates
to a range that goes from 20%to 50%
(which should later gradually be
brought close to 44%),likewise
eliminating certain exemptions.
Additionally,the reduction for multi-year
income would be lowered to 30%,and
the adjusting ratios to account for
inflation and abatement coefficients
would be eliminated,introducing the
habitual residence in the allocation of
income.

In relation to VAT,the main proposals
are aimed at eliminating the reduced

rates.

Thus,the reduced rate would only
continue to apply in a few cases such as
dwellings,tourist services and public
transport.

Additionally,the report proposes an
increase in the weight of excise duty on
tobacco and alcohol,as well as the
creation of a tax on wine.

Lastly,the experts request the
diversification of tax on hydrocarbons
into a tax on energy and another tax on
carbon dioxide and establishing an
environmental tax on the use of
mechanically powered vehicles.

In any event,the ambitious proposal
presented by the experts is not binding
and the executive branch of government
will decide which proposals will form
part of the bill which is expected to be
presented to Parliament next summer.

The Spanish National Court
eliminates the impact on VATof
rectifications for permanent
establishments
The Spanish National Court issued a ruling on 24January
2014allowing the party that receives the VAT charge to
comply with the payment obligation in respect of VAT.

The settlement of late-payment interest by an entity that
should have charged VAT is annulled given that the
Inspectorate considered that it operated in Spain through a
permanent establishment.

Specifically,in the above ruling,the Spanish National
Court,based on the possibility allowed under the Spanish
legal system of a third party paying debts,rejects the
appropriateness of the settlement of late-payment interest,
given that there is no pecuniary loss for the Tax
Administration since the VAT liability was paid by
customers that self-assessed the tax.

Launch of the flat rate for Social
Security contributions

Legal, tax and accounting news for the Technology,
Information, Communications and Entertainment
sectors.

The government has approved the so-
Social Security contributions through RLD 3/2014,of 28
February. Since the publication of said rule,employer
contributions for common contingencies can be 100,75or 50
euros according to the number of working hours agreed to
with the worker.

Companies that conclude permanent contracts with new
workers (on a full or part-time basis ) between 25February
and 31December 2014shall be able to avail themselves of

legal requirements are complied with,such maintaining the
total permanent workforce during 3years. In the event of
non-compliance,a system has been established for returning
the saving obtained :100%of the saving obtained shall be
returned if the breach is produced in the first year,50%if the
breach is produced in the second year and 33%if the breach
is produced in the third year.



Catalonia considers the creation of a new
taxfor telecommunication companies

Changes in the tax
treatment of debt
capitalization and
arrangements with
creditors
Among the urgent measures in matters
relating to corporate debt refinancing and a
restructuring approved on 8March,with
effect from 1January 2014,the
administrative doctrine on the non-taxation
for corporate income tax purposes of the
capitalization of debts not acquired from
third parties is given force of law.

However,if the debt is assigned by the
original creditor at a discount,the difference
between the nominal value of the credit and
its cost shall be included in the tax base of the
contributor,contrary to what happens from
an accounting viewpoint.

Likewise,the taxation of income obtained by
the debtor as a result of the approval of
arrangements with creditors is deferred,such
income being taxed as the financial expenses
arising from the debt are recorded.

Finally,the exemption in transfer tax and
stamp duty is extended to all refinancing
agreements regulated by the Bankruptcy
Law.

New measures for corporate refinancing

On 27February,the European Court of Justice (ECJ) issued a ruling
declaring the tax on retail sales of hydrocarbons,commonly known as the

Communities in Spain to finance the Spanish Health Service.

Thus,the Spanish State will return,with retroactive effect,the amounts
collected during the period the tax was in force,from 1January 2002to 1
January 2013,estimated at 13,000million euros,to taxpayers who claim a
refund of the amounts paid during the period the tax was applicable.
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Partial implementation of the Law on Market Unity
On 1o March ,Articles 20,21.2,21.3and 26of Law 20/2013on Market Unity Guarantees came into effect,three months
after the publication thereof,as established in Additional Provision Seven.

With the coming into effect of these Articles,the following,inter alia,shall be applicable:a single licence to operate
throughout the whole national territory,the distribution of supervision and control tasks of economic operators and the
alternative mechanism for the protection of freedom of establishment and circulation of operators. The application of this
Law in each of the Autonomous Communities will have to be followed up.

Should yourequire more detailed information on any of the points referred to in this publication,please
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On 7March the Council of Ministers
approved a number of measures for
corporate debt refinancing and
restructuring which aim to guarantee
the survival of companies that have
accumulated an excessive financial
burden but which are viable from an
operational viewpoint. This Royal
Decree Law,amends,inter alia,the
Bankruptcy Law,the Spanish Code of
Civil Procedure and the Spanish
Corporate Income Tax Act.

The system in respect of refinancing
agreements that have obtained court
approval is amended. Such agreements
may include acquaintance and
capitalization as well as deferrals.
Accounting rules for banks are also

amended ,allowing the release of
provisions assigned to such credits
when a company changes debt for
capital,provided the company is
deemed to be viable.

The majorities required to avoid the
agreements being easily blocked by
minority creditors are reduced.
Refinancing agreements that have
obtained court approval shall be able to
extend the effects thereof to dissident
creditors.

In order to avoid the majority
shareholder of the company,or one of
the creditors,objecting to the bank
acquiring an interest,it could be

report,to accept the refinancing,thus

avoiding the closing down of the
company.

The independent expert shall also be
able to participate in determining
whether or not creditor banks should
launch a TOB,when they increase their
holding,eliminating the current
minimum that required the launch of a
TOBon 100%in cases where 30%of
capital is exceeded. However,in the
event of any discrepancy between the
parties,the agreement with the
independent expert may be put before a
judge.

The Department of Culture of the Catalan Regional Government has
approved a draft bill that aims to levy a tax on ADSL providers.
Telecommunication operators that provide internet connection services will
be required to pay a tax of 0.25euros a month for each internet connection
in Catalonia. The aim of this law is to boost Catalan audio visual production
with funding obtained from this tax.

Telecommunication operators have demonstrated their outright rejection o
this measure which they consider is unfair and arbitrary. Moreover,they
have stated that if the measure is approved they will take the matter to the
relevant courts and request that the same is rendered null and void.


