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ENGLISH TRANSLATION

COMMITTEE ON TAX RULINGS (TAXE 2 — EUROPEAN PARLIAMENT
HEARING OF BANCO SANTANDER, S.A.

(21 MARCH 2016)

Question of MEP Mrs. Paloma López was not answered during the hearing organised by the TAXE Committee 2 of the European Parliament, in which Ms Monica LÓPEZ-MONIS represented Banco Santander, S.A.
The question raised by MS Paloma López, who was unanswered for lack of time, was as follows: in the reform of the Law on Corporation Tax in Spain 2014 was set, for credit institutions, a higher rate than for other institutions. However, as a result of the accumulated losses (DTA) the application of a higher rate is a kind of tax rebate tax-ruling vice versa. Jurisdiction under scrutiny following the introduction of a fee on an ad-hoc basis, but Ms Lopez requested clarification as to whether there is actually tax savings and, if so, whether it would not be a distortion of the internal market.
Reply: After the most recent reform of the Corporate Tax Law 27/2014 of 27 November, the general rate of tax in Spain is 25 %. Together with this general rate, the law provides for specific types, as well as an increased rate of 30 % not only to credit institutions, but also the institutions engaged in the exploration, prospecting and operation of hydrocarbons and underground storage sites. Credit institutions are not therefore benefited from the reduction in the tax rate generally applicable in Spain from 1 January 2015, so that there is no tax savings related to this measure.

As regards the deferred tax assets (‘DTAs’) covered by Ms López in her question, these assets, which are not exclusive to credit institutions arise because corporate tax legislation requires certain adjustments to the accounting profit taking some time to assess the taxes on a more than accounting profit and vice versa where appropriate recovery of such ajustes- or because they allows offsetting negative results in a year of positive results in the following years. The existence of these assets in the balance sheet and in the other VAT taxable persons is therefore, in the form of corporation tax in each of the jurisdictions in which operamos and application of the rules governing their booking. The existence of provisions in the balance sheet and their use may affect the calculation of capital or assets of institutions but not a tax saving. 

Finally, it should be noted that Law 48/2015 has introduced, as Ms López has observed, the obligation to pay a financial contribution for entities which have registered certain provisions for temporary differences.
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