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Legal advice on Mortgages
What are the expenses involved when purchasing a property with a mortgage in Spain?
From Kapital Direct
When you purchase a property
with a mortgage in Spain, two
types of taxes come into play:
there is the property purchase
tax, which affects everyone,
resident and non-resident
buyers, and there is the mortgage tax, which also affects
every buyer.

What is paid by the
buyer?
Property purchase taxes are different in each Autonomous Community in Spain. In the Autonomous Community of Valencia
for example, this tax has increased in the last few years from
7% to 10% of the declared purchase price.
For example, if you purchase
a house for € 200,000, the property purchase tax on this will be
€ 20,000. To this amount, we must
not forget to add Notary and
Land Registry fees, which would
be another € 2,000, approximately.
Mortgage taxes are a different
issue.
There has been much controversy since in December 2015,
when a Court declared that the
expenses charged by banks in relation to the formalisation of a
mortgage deed were abusive for
consumers.
This came out as a result of a
lawsuit filed by a customer, who
did not agree with the expenses
they had been charged to formalise the mortgage deed. As a result, many lawsuits followed by
other unhappy customers, because this judgement ordered
banks to return taxes and expenses originated from the mortgage to the customers.
This way, many mortgage customers were refunded the
amounts they had paid, always
through legal consel, of course.
But, all this has come to an
end, following the latest judgement issued by the Supreme
Court on 28 February 2018, as it
has found that these mortgage
expenses are not to be paid entirely by the banks, but by the
customers. Banks may only pay a
small part of the notary expenses.
This change in the judgement
was due to the fact that the judgement of December 2015 did not
specify how these expenses were
to be divided and in which proportion.
Now, following the judgement
of 28 February 2018, the Capital
Transfer Tax and Stamp Duty
tax are to be paid by consumers.
These taxes are the largest
part of the mortgage expenses.
We must also remember that the
mortgage tax also differs from

one Autonomous Community to
another, and that each bank has
its own formula to calculate the
Total Mortgage Liability. For
example, for a € 100,000 mortgage, the mortgage tax would be
approximately € 2,000, Notary
fees € 850, and Land Registry €
300.
We must not forget that another expense, although it is not
a tax, is the appraisal, which is
usually between € 300 and € 500,
depending on the square meters
of the property. This is legally
mandatory, and the resulting
value is later used as a guarantee
figure, and to calculate the Total
Mortgage Liability.
Another expense is the bank’s
opening fee, which usually
ranges between 0.5 and 2% of the
mortgage amount, depending on
each bank and also on the mortgage conditions.

 Two types of
taxes must be
paid and they
affect both
resident and nonresident buyers
And finally, there is the Service Bureau (Gestoría) fees, who
will handle all the paperwork involved in registering all the
documents and paying all the
taxes for you. This is also usually
about € 400.
So far, we have spoken only of
expenses for the buyer, which as
mentioned above, are equal for
all, whether resident or non-resident. The difference comes when
one sells one’s house. Here there
are also expenses to the seller,
and these differ if one is resident
or non-resident.

What is paid by the
seller?
Non-residents selling their
house in Spain must pay a NonResident Income Tax, which is
paid upon selling the property
at the Notary. The amount to
pay is 3% of the sale price,
which is deducted from the
whole amount to be received at
the Notary when the sales deed
is signed.
For example, going back to
our example of a property sale
of € 100,000. If you are selling
your property for € 100,000, and
you are the seller, you will receive € 97,000, as the 3% tax,
which is the remaining € 3,000,
will go directly to the Tax Authorities via the Notary.
It is the buyer’s obligation to

pay these two amounts separately, and this is done so to ensure receipt of such tax by the
Tax Authorities.
Residents selling their property will pay 20% of the profit
made on such sale when they
do their annual income tax declaration on the following year.
For example, if one bought a
property for € 200,000 and sold
it for € 300,000, the profit made
would amount to € 100,000, so
you be declaring a Capital
Gains Tax of 20% of € 100,000,
which is € 20,000.
The exception to this is, residents selling their habitual place
of residence, who have two
years to reinvest this profit into
another habitual place of residence. In this case, you would be
exempt from paying this tax.
There is another tax to be

paid by the seller. This is Local
Capital Gains Tax on the Sale
of Property.
This tax percentage is different in every City Council, and
it is usually calculated by these
Authorities following different
parameters.
This is not too expensive,
once again it depends on the
size of the property, but just to
have an idea, it is in the region
of circa € 500 for a standard
apartment.
This local capital gains tax
is paid by everyone, residents
and non-residents. This tax is
calculated based on the difference between the value of the
property or land when you
bought it, and on its value at
the time of selling it. The seller
has 30 days from the date of signing the sale to pay such tax.

As mentioned above, legal
taxes on property purchase
are fixed for everyone, but
mortgage taxes and expenses
in general do depend on banks
and mortgage conditions, so it
is always advisable to have an
advisor guide you and assess
you throughout the mortgage
process because expenses and
conditions will vary whether
you do it with one bank or another.
Kapital Direct will be able to
help you and provide advice
both to residents and non-residents, for existing and new
mortgages throughout Spain.

For more information
or advice, contact
kapitaldirect@gmail.com.
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The effects of the Coastal
demarcation line
From Antonio Bertomeu
People owning properties situated close tothe sea front near
the demarcation line may be
affected by Spanish Coastal
Law.
The principal act that determines these negative effects is
the so-called administrative act
of demarcation line (‘deslinde’). It consists of an administration procedure used by the
Spanish government in accord-

ance with the law, explaining
where the separating line between what is private property
from what is public property
(sea-front land area) must be
drawn.
People owning this type of
land need to be fully informed
of their legal rights via the
Provincial Coastal Services
about the legal status of their
plot and to check if a new demarcation line is in progress.

It must be taken into account
that in order to decide where
the line is drawn they do not
take into account if there is a
property on the affected plot,
but only if a certain area of
land should be within the public
domain according to the technical criteria of the Coastal laws.
If you are affected by the demarcation line its final approval has immediate effects, so
you could find yourself no

Taxes in Spain
From Express Legal Solicitors
Anyone who is resident in
Spain and spending more
than 183 days a year in this
country and receives worldwide income over the
amount of the threshold set
by the Spanish tax office is
legally obliged to make an
annual tax declaration.
Remember that if you
hold a residency certificate
you cannot expect to be
treated as non-resident for
tax purposes so it is important to be consistent or risk
the consequences.
Once registered in the
Spanish tax system, you can
obtain a "certificate of fiscal
residence" which is needed in
order to receive UK pensions
without deduction of tax at
source and to sell a property
without suffering a retention
of 3% of the selling price.
Some UK private pensions
must remain subject to UK
tax at source, however.
These are civil service and
local government pensions,
including armed forces, police and fire service pensions.
The Spanish tax office
takes these pensions into account, not to tax individuals
on them but in order to calculate tax coding for gross income and this can result in
quite substantial income tax
increases for some.
The double taxation treaty
states that where in accordance with any provision of
the treaty, income derived by
a resident of Spain is exempt
from tax in Spain, Spain may
nevertheless take into account the exempted income
when calculating the amount
of tax due on the remaining
income.
Rental income from properties as well as sales of
property during the calendar year 2017 and other capital gains, on investments for
example, must be declared at
the same time as part of the
annual declaration.

As you will be aware, the
tax authorities in Spain are
trying to increase revenue and
are clamping down on non-declarers in a big way, especially
those receiving pensions from
overseas. Once they start looking into your tax affairs, they
can go back 4 years with the
consequent penalties.
For people who are genuine
non-residents (spending less
than 183 days a year in Spain),
remember that you have a different deadline of 31st December to make your tax return.
It is advisable for non -residents to appoint a "fiscal representative", that is, someone
who will receive all correspondence from the Spanish
tax office and deal with it for
you.
That way, there can be no
missed deadlines, unwanted
fines and interest charges, or
misunderstood communications. It also avoids the common problem of post not going
to the correct address.

Your fiscal representative
can also take care of any
changes in your details such
as a new address or the correction of an existing address.
Finally, a reminder that if
you are resident in Spain
you need to register on the
"padron" (similar to the
voterś roll in the UK) with
your local town hall and if
you change your address
then it is important to deregister in the old municipality and register in the
new municipality.
This is important for helping to prove your principal
residence when claiming certain allowances against tax.

Express Legal Solicitors
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0034 966 87 45 55
help@expresslegal
solicitors.com
www.expresslegal
solicitors.com

longer the owner of your land
or lose a section of it.
Should the administration
pay for the loss of ownership
of your property or land?
According to the law, no.
The payment of an indemnity
is replaced by an administrative concessionary right,
without any money changing
hands. This means that you
can continue to own and use
your former property for a
maximum period of 75 years.
Every year that passes, the
value of the concession will
decrease accordingly.
How can we defend ourselves against a demarcation
line?
Initially in the administrative procedure and then in
court. Firstly, it should be analysed whether the administration is correctly applying

the technical criteria stated
by the law; and secondly, it
must be borne in mind that
the procedure must be started
and finished within a maximum period of 24 months. If
this period elapses without
the approval of the demarcation line, the procedure expires, which means that a resolution after that period can
only be cancelled by a judge,
to whom the affected individual must appeal.
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