hen is the SOCIMI
tax regime applicable?
The election to apply the

sosimi special tax regime must be approved

by the shareholders of the Company and
notified to the Spanish tax authorities. If the
election and communication are made on
or before 30th September, the company
could apply the SOCIMI tax regime during
the whole 2016 tax period (ie. as of Ist

January).

Should all SOCIMI requirements be
met before electing to apply the
SOCIMI regime?

Not necessarily. The Spanish tax
authorities have confirmed in several binding
tax rulings that the following two require-
ments are "essential" and should be met
before electing to apply the SOCIMI tax
regime (the other requirements can be met
within a 2-year period, as explained below):

. The bylaws of the relevant company
should include: (a) the main corporate
purpose of the SOCIMIS (i.e. purchase
and development -including building
refurbishment- of urban property for ren-
tal, directly or through 100% qualifying
subsidiaries), and (i) the mandatory distri-
bution of dividends to its shareholders.

2. The shares should be registered shares.

When shall all SOCIMI require-
ments be met by the SOCIMI?

The other requirements should be met
within 2 years after the SOCIMI election as
from the date when the SOCIMI regime is
elected (counted from date to date): (a)
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investment requirements: "80% asset" and
"80% income" rules; (b) legal form of a cor-
poration (Sociedad Andnima or SA); (c)
minimum share capital of €5 million; and (d)
Trading requirement.

How is the "80% asset" rule calcula-
ted?

At least 80% of the SOCIMI assets must be
invested in (i) urban property to be leased
(to be owned at least 3 years), (i) plots of
land for development of properties to be
leased (development starting within 3 years
from acquisition date) and (iii) shareholdings
in qualifying subsidiaries. This is the so called
"80% asset" rule.

The value of the assets should be the ave-
rage resulting from the quarterly balance
sheets of the fiscal year. However, the
SOCIMI can elect to replace the book
values with the market value of the assets. If
this market value was elected, it should be
applied to all the balance sheets of the rele-
vant year. In the event the SOCIMI has con-
trolled subsidiaries (ie non-listed SOCIMIS),
the 80% asset rule shall be calculated over
the consolidated balance sheet of the
SOCIMI (applying Spanish GAAP consolida-
tion rules, not IFRS).

In addition, the SOCIMI should comply with
the "80% income rule" (i.e. at least 80% of
the income in a given year must arise from:
(i) rental income, and (i) dividends from
qualifying shareholdings).

What happens if the "80% asset" or
"80% income" rules are not met in a
given year?
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The immediate consequence is that the
SOCIMI would lose the special tax regime
effective in the relevant tax period, unless
the SOCIMI solves that situation in the follo-
wing tax period. Notwithstanding this, as
mentioned above, the SOCIMI has a so-
called "transitional period" of 2 years since
the date of election of the SOCIMI regime
in order to meet the 80% rules.

Investment requirements: The 3-year
minimum lease period

The real property assets owned by the
SOCIMI must remain under lease for at
least 3 years. This term shall start from the
date the asset is leased or offered for lease
(in the case of not leased but offered for
lease, the term shall count with a maximum
of one year).

If the assets were acquired by the SOCIMI
before the date the SOCIMI regime is appli-
cable, the 3-year period shall start from |st
January of the first fiscal year when the
SOCIMI tax regime entered into force.

What happens if the 3-year lease
period is not met for a given asset?

All income generated by the SOCIMI asset
during the validity of the SOCIMI tax regime
would be subject to the general tax regime
(i.e. 25% CIT rate), with payment of interest.

Can shareholders sell SOCIMI shares?
Yes. Capital gains obtained by a non-resi-
dent investor from the sale of SOCIMI sha-
res are, as a general rule, taxable in Spain at
a 19% withholding tax, unless a tax treaty
relief is applicable. ¢
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