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THE PURCHASE OF REAL PROPERTY BY AN INDIVIDUAL OR BY A 
LEGAL ENTITY  
 
The present report approaches superficially the option of purchasing a real 
property in Spain in the name of a commercial company of Spanish nationality, 
resident thus in Spain; while the alternative is that of acquiring said real property 
in your name, personally, not being resident in Spain.  
 
 
Upon execution of the title deeds, the expenses and taxes involved would be 
exactly the same if you bought personally or through a company. The 
explanation concerning which are those expenses and taxes is made in a report 
different from the present one.  
 
 
At the time of signing the deed, it will be more complicated from a formal or 
bureaucratic viewpoint, if you buy those real properties through a company, as 
regards the documents required, given that if you carry out the purchase 
personally, you would only need to appear at the Notary office with your original 
passports or identity cards. If buying through a company, in addition to your 
presence, we will need all the legal documents of the company; namely, those 
documents proving that the company exists legally and that you are the legal 
representatives of same -that is, that you have sufficient powers to formalize the 
purchase on behalf of the company.   
 
 
This means that if you decide to buy the real property through a Spanish 
company, you will have to incorporate it beforehand, which implies a certain 
amount of time (approximately one month and a half from requesting the 
company name to the Central Companies Register in Madrid, unti1 the 
company is registered in the corresponding Companies Register of the 
Province). There would also be additional costs for the incorporation of the 
company, from which you are spared in cases where you buy the real property 
personally. Such expenses will amount to an approximate 1,050 E (for a 
1limited-liability company with a minimum share capital required by law of 3,010 
Euros).  
 
 
Even if it is not an expense, I inform you that in the event of incorporating a 
Spanish company, you 'will have to deposit with a Spanish bank, where the 
company will have to open an account, the sum of the share capital of the 
company. Once the company has been incorporated and registered, you would 
be able to use these funds for what you may wish, on behalf of the company. 
For instance, the sum of 1,050 Euros related to incorporation expenses could 
be obtained from that amount (share capital) deposited in the current account.  
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Once the Spanish company has been incorporated and the real property has 
been acquired, irrespective of the aim or purpose of such acquisition, you will 
have to submit on a yearly basis the accounts and balance sheets of that 
company, as well as prepare and file to the Public Treasury the corresponding 
returns regarding the company tax. This will force you to engage the 
professional services of an accountant/tax adviser, given the special nature and 
complexity of this kind of tax returns; engaging such services would force you to 
pay the professional fees of said adviser -a monthly minimum of 90 or 120 €.  
 
 
Therefore, you can see that buying the real property is more costly and it 
involves more red tape if it is carried out by means of a Spanish company; 
consequently, my initial piece of advice would be that of buying personally, 
specially, in the case of those purchases whose purpose is your own use.  
 
 
Nevertheless, if the intention or aim of buying said real property is that of 
leasing them to a third party, individual or legal entity, which will give rise to 
certain expenses and the liability to certain taxes, some state ones and other 
municipal ones (which will be analyzed hereinafter), or else, if that aim is to 
conceal that you are the direct or indirect owners of the real property, this could 
make us change our mind.    
 
 
The municipal rates, i.e. rates and refuse, to be paid by the purchaser and 
arising out of acquired real property will be the same ones, irrespective of 
whether it is the company or you personally who is carrying out the purchase. In 
the event that the property is rented, the fact that those municipal taxes are paid 
by the lessee or by the lessor might be negotiated. The explanation of these is 
made in a report different from this one.  
 
 
In contrast, state taxes are different. In that respect, if you purchased the real 
properties in your own name, whether they are conceived for your own use or 
whether you rented them to a third party, you will have to pay on a yearly basis 
the wealth tax and the income tax. The explanation of these is made in a report 
different from this one.  
 
 
However, if you decide to buy the real property through a Spanish company, the 
company will have to pay on a yearly basis the company tax on the proceeds 
the company may obtain annually. In our case, it will be the rent arising out of 
own use or which may be paid yearly by the tenant or tenants of the property. 
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This tax will be borne every 31st December and the tax rate is the 30% of the 
net proceeds of the company (annual income minus deductible expenses) in 
respect of the first 15.000.000 pts. of net profits, provided the gross earnings do 
not exceed the sum of 250.000.000 pts.; in the rest of cases, the tax rate is the 
35%.  
 
Thus, if the deductible expenses are the same for you (as regards the income 
tax) and for the Spanish company (as regards the company tax), it seems 
obvious that the tax level is higher in the second tax, even if you have to pay 
personally the wealth tax -which is not paid by companies.  
 
In this respect, I think it is also advisable the purchase of the real property in 
your own name, personally.  
 
As a result, the only issue which could make it advisable to incorporate a 
Spanish company for the purchase of the real property is the possibility to 
compensate or request the refund of the Value Added Tax (V AT) paid by the 
purchaser (the company) when purchasing the properties, in case you have to 
pay said VAT to the vendor (when we are dealing with the purchase of a new 
property to its developer). In this manner, the company may reduce the cost of 
its acquisition in Spain; however, if the purchase is carried out personally by a 
non resident person, once the V A T is paid to the vendor, the purchaser may 
not compensate it nor recover it.  
 
In short, with a view to taking the best decision with regard to this matter, I 
believe that it will be important to understand the following issues before:  
 
 
a) The kind of property or properties which will be purchased: new property, 
used property, commercial premises, plots of land on which building works will 
be later carried out, etc.  
 
b) The aim of that purchase: own use or subsequent lease or resale.  
 
c) The importance that your identity as final owner of the property, commercial 
premises or plot of land is never known.  
 
Bearing in mind your answer to these issues, we will be in a position to express 
in more concrete terms the more adequate legal formula to carry out this 
purchase.  

 

 


