Lawyer David lvars provides you with more advice on the legal aspects to
be considered when purchasing property, the problems that may pop up

and the necessary paperwork to be carried out.

Keep the tax man
away from your
Spanish property

Did vou know wour hard
earned legacy might have to
be zold off to pav crippling tax
bills when wou pass away?
Spanish  inheritance tax,
death duties in the UK, legal
fees - can be at least 40%. Can
you be absolutely sure those
you leave behind will have
the (g3 P s Tkt rhuen
costs? Would you prefer vour
children and grandchildren to
enjoy  the property vou
warked so hard to owm? Or
will they be forced to sell your
property (o cover the tax de-
mands?

Its a sobering thought,
isn't it?

Also, did you know that in
the UK system of IHT, a hus-
band or wife is usually an
exempl beneficiary, but in the
SPanIsh sVSlem VOour spouse
will not be exempt from Span-
izh inheritance tax.

So, while it's not some-
thing we like to dwell on, have
you considered what will
happen to your dream of leav-
ing something of wvalue to
yvour children when wvou de-
part this world? Especially
when you are leaving it to
Family who reside in the UK.

The harsh reality is that
vour gift could hecoms a fi-
nancial burden vour loved
ones simply can't pay off.

How much debi?

When you take into account

T oowar

* Spanish death duties, inherit-

anoo  tast, lognl and agoboy
fees, accounting fees in both
Spain and the UK, and other
'incidentals’, the debts could
escalate to 40%, but maybe as

. much as 50% of 'the value of

your property. But it could be
it ToL oy e

For example THT in Spain
differs from the UK. After an
allowance (typically 15957
euros) the balance is taxed at
rates from 7.65% up to an in-
credible 34%,

time the Spanish government
freezes the property and bank
accounts until all the taxes
are paid.

This means that if wvou
dont plan ahead, and start
now, the cold fact is that a
huge chunk of vour spouse or
children's inheritance will go
In TANOE,

Now wvou know what
happens if vou don't plan, are
vou happy with what vou
have done about it?

If mot, what action can vou
take today; to protect the
properly you wolked so had
to own, in the future?

The good news is that vou
CAN take a positive step, and
do it right now!

Up until now, there have
been very few logal strategies
to side step Spanisn inperit-
ance taxes,

Now there is a simple way
to structure the ownership of
yvour property and keep yvour
money out of the tax mans
pocket.

This iz how it works:

B The technical issues sur-
rounding the transfer of a
property from a person, to a
UK company.

B Proposition to save
death dinties and legal fees in
Spain and make the property
pasier to deal with by the
executors of the client's estate
in the UK, and to retain the
maximum value of the prop-
erty for the beneficiaries.

W Roguiremont  to cotab
lish a UK registerad company
owned by the client for the
purpose of owning the client's
property in Spain. The client's
share holding to be lodged
with and noted in the client's
will i ther UK. The properiy
to be legally transferred from
the client (o the company.

Method
1) A UK private limited com-
pany is _1.-.:'. be formed i;:.' our

pavable if appli-
cable,
6) The ‘zestor

will deal with the
tax forms in Spain
for the company in
the future at a
amall cost.

Advantagec
1) The company
can be dealt with in
the UK by a UK
Iawyer, the Com-
pany shares and
shareholders loan
CI.LrLULlJ.l.l.ﬂ LaXll 1.1".'.'
dealt with in the
owmers will and es-
tate. There is no
need to involve law-
vers in Spain, or the Spanish
property.

2) 'I'he  benpticlaries can
become involved in the com-
pany prior to the demise of
the owner. This enables easy
coptinuity of the manage-
ment of the company and the
management of the property,
most certainly if the owner
haz become ill or incapaci-
tated.

3) Should one of the
owners die there is no need to
deal with the person's estate
in Spain. Tt can fake years tn
transfer a pariner's owner-
ship to the surviving pariner,
as well as the payvment of
death duties and taxes in
Spain.

4) The company being the
owner of the proporty means
that no action is required in
Spain and no will is required
in Spain for dealing with the
property,

3) The owner/director of
the company may be entitled
W clalm expenses B (hings
like flights and car hire. The
company can also claim relief
on overheads e Insurance,
community fees, electrie,
water and council taxes.
These can be financed by

By David lvars - lawyer
(real estate, building and
town planning low degres)

owned by the company means
that thers is no need io in-

volve lawyvers in Spain when
it 18 the time to deal with the
owners' estate or to pay the
onerous complicated death
duties in Spain,

It will also save the costs
of the UK Lawyer in the time
required to instruct the Span-
ish lawyer o deal with
matters in Spain.

The cost of dealing with
the fransfer of property in
Spain can sometimes be 10%
of the value of the property
ard if a qale e reqnired than
a farther 5% agents fees
would be charged.

In the UK the only thing
that needs to happen is to
fransfer the shares and loans

to the beneficiaries. It may be
that the asharca in o UK pri-
vate company may not form
part of the estate for death
duties.

The loan accounts would
form part of the estats for
death duties but these could
De TransTerred o the Deneric-
aries over a number of years
as the tax system allows.

UE lawyers' fees and in-
heritance tax can take as
much as 30% of the value of
the property. Thiz, added to




"

the UK system of THT, a hus-
band or wife is usually an
exempt beneficiary, but in the
Spanish system your spouse
will not be exempt frrom Span-
ish inheritance tax.

So, while it's not some-
thing we like to dwell on, have
vou considered what will
happen to your dream of leav-
ing something of value to
vour children when vou de-
part this world? Especially
when you are leaving it to
family who reside in the UE.

The harsh reality is that
vonr gift eomld hecome a fi.
nancial burden your loved
ones simply can't pay of.

How much debt?
When vou take into account
Spanish death duties, inherit-
ance tax, legal and ageneoy
fees, accounting fees in both
Spain and the UK, and other
‘incidentals’, the debts could
escalate to 40%, but maybe as
much as 50% of the value of
vour property. But it could be
a lot more:

For example IHT in Spain
differs from the UK. After an
allowance (tvpically 158957
eurns) the balance is taxed at
rates from 7.66% up to an in-
credible 34%,

It gets worse, when the in-
heritor is not a close relative
of the deceased the tax can in-
erease by 140% that means a

SRR e

~ possible top rate of 81.6%.

What is the difference be-
tiween death duties in the UK
and IHT in Spain?

In the United Kingdom, it
iz the estate of the deceased
that is subject to taxation. In
Spain however, it is the indi-
viduals who inherit that are
taxnd.

The other major difference
is that there is no marriage
exemption in Spain for non-
domiciled people. When a
property is in the joint names
of a couple and on the death
wl wipe prou binen, e sucviving
spouss must pay Inheritance
tax on the value of the half he
or she inherits, I the mean-

do it right now!

Up until now, there have
been very few legal strategies
o slde SIep Spanish innherit-
ance faxes.

Now there is & simple way
to structure the ownership of
yvour property and keep your
money out of the tax mans
pocket.

This iz how it works:

B The technical issues sur-
rounding the transfer of a
property from a person, to a
UK company.

W Proposition 1t save
death duties and leeal fees in
Spain and make the property
easier to deal with by the
executors of the client's estate
in the UK, and to retain the
maximum value of (he prop-
erty for the beneficiaries.

m Boguiromont to ostabo
lish a UK registered company
owned by the client for the
purpose of owning the client's
property in Spain. The client's
share holding to be lodged
with and noted in the client's
will I G TTE. Tlie paowrpe Ly
to be legally transferred from
the client to the company.

Method
1) A UK private limited com-
pany is to be formed by our
UK subsidiary, Companies 4 U
Limited (C41),

2) C4U will provide the on-
going service of registered of-
fice and company secretary in
the UK to include the annual
filing fee at Companies
House.,

3) A UK Notary will pro-
vide a translated copy of the
articles of association and a
certificate of good standing,
notarised and apostil.

4y A Spanich Ahagadn will
apply to the tax office for a
CIF no for the company, he
will provide the {ransier
documents and attend  the
Spanish notary to effect the
teansfer, and he will deal with
the regpiatrotion of the prop
erty in the company name.

5) Power of atiorney costs
and 'Plus Valia' tax will be

need to involve law-
vers in Spain, or the Spanish
property.

Z) The beneliclales o
pecome involved in the com-
pany prior to the demise of
the owner. This enables easy
econtinuity of the manage-
ment of the company and the

management of the property,
most eertainly it the owner

has become ill or Incapaci-
tated.

3) Should one of the
owners die there is no need to
deal with the person's estate
in Spain. It can take vears to
transfer a pariner's owner-
ship to the surviving partner,
as well as the payment of
death duties and taxes in
Spain.

4) The company being the
ownar of tho proporty meang
that no action is required in
Spain and no will is required
in Spain for dealing with the
properiyv.

5) The owner/director of
the company may be entitled
ter clalin expenssa for things
like flights and car hire. The
company can also claim relief
on overheads ie insurance,
community fees, electric,
water and council taxes.
These can be financed by
loans to the company by the
shareholder, increasing the
shareholders loan to the com-
pany. This loan can be with-
drawn later i the asset is sold
and may be tax free.

6) Finance can be arranged
with a lender jointly between
the owners and the company
to assist with the purchase.
The repayments can be [i-
nanced by sharcholders loans
that may be available to draw
in the fittnre tax-fres.

71 Should the owner wish
to  involve their family
members or beneficiaries in
the company this is easily
done, with the owner keeping
control of the company and
the praoporty, il makos it caey
to manage different levels of
this ownershinp.

8) The property being

owned by the company means
that there iz no need o in-
volve lawyers in Spain when
I s Qae (e b deal wiltls e
owners' estate or to pay the
onerous complicated death
duties in Spain.

It will also save the cosis
of the UK Lawver in the time
required fo instruct the Span-
ish lawyer to deal with
matters in Spain.

The cost of dealing with
the transfer of property in
Spain can sometimes ba 10%
of the value of the property
and if a sale is required then
a further 5% agents' fees
wontld be charged.

In the UK the only thing
that needs to happen is to
transfer the shares and loans
to the bencficiaries. It may be
that the charse in a TIK pre.
vate company may not form
part of the estate for death
duties.

The loan accounts would
form part of the estate for
death duties but these could
be tranaferred to the benchicid
aries over a number of vears
as the tax system allows.

UK lawyers' fees and in-
heritance tax can take as
much as 50% of the vane of
the property. This, added to
e costs In Spain, make 10
sensible to protect the prop-
erty in a UK company.

g) The increase in value of
the property is to the advan-
tage of the company and not
directly for the beneficiary
therefore a saving on death
duties may be made.

10} Im the last UK budget
the chancellor removed the
benefit in kind tax on owners
or directors staying in their
companv-owned propertv. ef-
fective as from April 2008,

Once they have this strue-
ture in place, the property
ownership is transferred to a
UK company. If they want o
sell it they can, rental income
docen't chango, oxcopt vieils
to Spain, hire cars and all
kinds of hills become tax de-
ductible,

We will answer your queries by telephone, letter, fax, email or via the web.

David Ivars, Telcplhuns: 96 573 16 66, Fax: 96 573 24 62, Email: david@davidivare.com,
Address: Padre A. lvars, 13, 03720 Benissa (Alicante). Website: www.davidivars.com




