A\
AP AN
o

CUATRECASAS

Tax deduction enhancement in Spain

1.01 Spain, excluding Canary Islands, Navarra and the Basque
Country

Tax deduction for foreign film productions

For tax periods beginning on or after January 1, 2020, the tax deduction for expenses incurred
in production of foreign feature-length films and audiovisual works has been enhanced as

follows:

> From 20% to 30% for the first EUR 1 million of the tax credit base and 25% above that
figure (previously, a 20% flat-rate applied).

> The minimum amount of expenditure is reduced to EUR 200,000 for pre-production and
post-production costs for animation and visual effects made in Spain (the minimum
expenditure amount in Spain remains as EUR 1 million in other cases).

> This deduction is capped at EUR 10 million. This measure allows the maximization of the
tax credit use in the production of foreign films with a budget of approximately EUR 40
million (previously, EUR 15 million).

Tax deduction for investments in Spanish short films, feature-length films and
series production

For tax periods beginning on or after January 1, 2020, the tax deduction for investments in
some Spanish audiovisual works (productions of feature-length films, short films and

audiovisual fiction, animation or documentary series) has been enhanced as follows:

> Increased deduction percentages: for up to the first EUR 1 million of the tax credit base,
the applicable rate is 30%, and 25% above that figure (previously, 25% and 20%,
respectively).

> This deduction is capped at EUR 10 million. This measure allows the maximization of the
tax credit use in the production of foreign films with a budget of approximately EUR 40
million (previously, EUR 15 million).

»  General aid intensity level for Spanish production of audiovisual works will not exceed
50% of the eligible costs (no change from the previous legislation). However, it is
increased for several cases:
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Short films: 85%

Productions whose director has not directed or co-directed more than two films for
commercial exploitation in movie theaters, and whose production budget does not
exceed EUR 1.5 million: 80%

Productions entirely shot, shown or subtitled in any of the co-official languages
other than Spanish: 80%

iv. Productions directed exclusively by people with disabilities: 80%

V. Productions directed exclusively by women: 75%

vi. Productions of special cultural value that require exceptional financial support
according to criteria established by Ministerial Order or in the corresponding calls
for grants: 75%

Vii. Documentaries: 75%

viii. Animation works not exceeding a production cost of EUR 2.5 million: 75%

iX. Crossborder productions financed by more than one Member State of the European
Union and involving producers from more than one Member State (same the
previous legislation): 60%

X. International co-productions with LATAM countries: 60%

Canary Islands

Tax deduction for foreign film productions

For tax periods beginning on or after January 1, 2020, the tax deduction for expenses incurred

in production of foreign feature-length films and audiovisual works has been enhanced as

follows:

> From 40% to 54% for the first EUR 1 million of the tax credit base and 45% above that
figure (previously, a 40% flat-rate applied).

> This deduction is capped at EUR 5.4 million. However, it is reasonable to expect that the
maximum amount of deduction will likely be increased to EUR 18 million in the short term.

> EU rules regarding subsidy intensity levels apply: in general, intensity level allowed at
50% of the production budget. Individual analysis of the specific conditions, costs and
location is required to avoid or minimize the impact of such subsidy intensity limitation.

Tax deduction for investments in Canarian short films, feature-length films
and series production

> Increased deduction percentages: for up to the first EUR 1 million of the tax credit base,
the applicable rate is 54%, and 45% above that figure (previously, 45% and 40%,
respectively).
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This deduction is capped at EUR 5.4 million. However, it is reasonable to expect that the
maximum amount of deduction will likely be increased to EUR 18 million in the short term.

General aid intensity level for Canarian production of audiovisual works will not exceed
50% of the eligible costs (no change from the previous legislation). However, it is

increased for several cases:

Vi.

Vii.
viii.

Short films: 85%

Productions whose director has not directed or co-directed more than two films for
commercial exploitation in movie theaters, and whose production budget does not
exceed EUR 1.5 million: 80%

Productions entirely shot, shown or subtitled in any of the co-official languages
other than Spanish: 80%

Productions directed exclusively by people with disabilities: 80%

Productions directed exclusively by women: 75%

Productions of special cultural value that require exceptional financial support
according to criteria established by Ministerial Order or in the corresponding calls
for grants: 75%

Documentaries: 75%

Animation works not exceeding a production cost of EUR 2.5 million: 75%
Crossborder productions financed by more than one Member State of the European
Union and involving producers from more than one Member State (same the
previous legislation): 60%

International co-productions with LATAM countries: 60%

EU rules regarding subsidy intensity levels apply: in general, intensity level allowed at
50% of the production budget. Individual analysis of the specific conditions, costs and
location is required to avoid or minimize the impact of such subsidy intensity limitation.
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The information contained in herein is of a general nature and is not intended to address the circumstances of any
particular individual or entity. Although we endeavor to provide accurate and timely information, there can be no
guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in
the future. No one should act on such information without appropriate professional advice after a thorough
examination of the particular situation. For more information, contact CUATRECASAS at: + 34 932 905 500,
Avenida Diagonal, 191, Barcelona 08018, Spain.
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