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Chapter 10

Tax measures to encourage environmentally
friendly cities from a PIT perspective: a
Spanish approach’

Jost Maria CoBos GOMEZ

NTENTS: L INTRODUCTION, 1I. ENERGY EFFICIENCY OF BUILDINGS.
1. Acquisition of Property. 2. Envirommental Housing Investments.
2.1, At the State level. 2.2, At the Regional Level, 3. Possession of
Property. 4. Incentives for the Tenant, IIL SUSTAINABLE MOBILITY.
1. Emplayment Incomme, 2. Business Activities. 3, Deductions to Encourage
Sustainable Mobility. TV, TAX TREATMENT OF SUBSIDIFS.
V, THE WEALTH TAX. 1, Energy Saving and Efficiency. 2. Sustainable
Mobitity. VI CONCLUSIONS.

INTRODUCTION

here is broad conmsensus on the potential of the tribute as an
ctive instrument in the fight against envirorumental degradation, on
basis of the classic ‘polluter pays’ principle, discouraging behavior
at is harmful to the environment while encouraging measures
that are more consistent with the rational use of resources. The legal
s for such use in the Spanish legal system lies in the General Lax
varticle 2 states that taxes, in addition to obtaining the necessary
urces to sustain primary purpose of public expenditure, can serve
hstruments of general economic policy and assist the realization
the Constitution’s principles and purposes (that is, environmental
rotection, from article 45}.

Partner in the tax prackce area of Garrigues and Adjunct Professor at Universidad
Lontificia Comillas (Comillas Pontifical University).
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" '{l&e Personal Income Tafx (PIT) i3 not an environmental tax alth
that does not prevent the incorporation of environmental elem "
gs structure to incentivize positive behaviors or penalize tho
amage the environment. Notwithstanding, to date, PIT has hard}
used as an instrument to promote the protection of t’he environmer)lftbe

On the other hand, in the Spanish case it should be taken iy

autonomous communities (regions) tha um
. t ass
matters including certain dedu%:tion)s. e regulatory powers

Various autonomous communities, maki i
powers, h.ave established deductions ’m ﬂilélﬁegg;falogeg;?; rigtlﬁam
for donahqns to ecological purposes, investment for the wovery
na’fural he‘rltage, investments for the use of sources of renewae
or improving sustainability in the home or the certification of sustainal,

I. ENERGY EFFICIENCY OF BUILDINGS

;:E;M;:fﬁ oayfnfmﬂ;:;[ (:Jn}fimn?ent. As the Supreme Court noted, “conce
. alues has emerged recently, intensified vro .:3 I

. als 2 5510
rapidly and, in short, is introduced to mix inextricably wz't{: urif:mgm. thr:g;

uﬁizt_’ our domestic law, cannot be understood if it is not in response fo th
f]:e ing social concern for‘ sustainable development, which comes after foun
enviijgf;iﬁt’fhgt éhe premo;xsth environmental carelessness had caused in ou
: udgment of the 8th of June 2012), This conce

ent” f . 11, reflecte
in EU Directives, has been incorporated into Spanish domestic regulation

Notwithstanding, it is hard to find ta i ;
y ( X measures aimed at promoting th
use of renewable energy or taking measures to improve en(g‘gy efﬁcignCY

ad consensus in Spain for the need to |
: . fo incorpor,
able into ‘ordinary’ faxes prior to the indisir' iy

imingg,

environmental taxes, in order to effectively implem,

se Whi

the PIT is configured as a shared tax with

covery
ble ener

to delve into the growing interrelationship betwee

the environment, at the international and ElI level, an

1 sale or lease have a certificate of energy

a of the individual taxation. We will describe in this

ents mt(]

CHAPTER 10. TAX MEASURRS 7O ENCOURAGE ENVIRONMENTALLY FRIENDLY CITIES..,

r some measures whose main motivation was the economic recovery,
with potential impact on energy efficiency.

ACQUISITION OF PROPERTY

or historical reasons, a tax deduction for money invested in the
iisition, rehabilitation, construction or extension of a residence is
ided by Spanish legislation. Framed by the constitutional right to a
se?, this incentive was criticized for the possible distortion of housing
es. As a result it has disappeared in favour of new investments and

only be applied to taxpayers who were enjoying the deduction prior

013. The deduction amounts to 15 percent of the invested quantities
a maximum base of EUR 9.040).

Although the configuration of tax credit is mainly aimed at protecting
ses, there is reference to environmental protection in the concept of
abilitation’ where works are intended to improve environmental
iency of water, energy, materials, waste management and protection

iodiversity®:

In the field of water: reducing the use of potable water and
irrigation, sustainable urban runoff, stormwater and wastewater
management, and debugging,

In the field of energy: improving energy efficiency in buildings
and urban services, implementing renewable energy sources and
systems of centralized air conditioning and district, promoting
sustainable mobility and other measures aimed at reducing energy
demand, emissions of polluting gases and increasing the use of
renewable energy.

In the area of the improvement in the use of materials and waste
management: the work relates to the improvement of recycling
materials, especially those directed to comply with the national
or regional plans of collecting waste, those relating to the use of

“All Spaniards are entitled to enjoy decent and adequate housing, The public
‘authorities shall promote the necessary condifions and shall establish appropriate

tandards in order to make this right effective, regulating land use in accordance with

- the general interest in ordet to prevent specidation.

The commusity shall participate in the benefits accruing from the urban policies of

the public bodies” (article 47 of the Spanish Constitution).
“Royal Decree 233/2013, on 5 April, which regulates the State Plan of development

‘of ental housing and urban renewal, building rehabilitation and regeneration, 2013-
2016, extended to 2017 by Royal Decree 637/2016, on 9 of December.
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recycled or renewable matetials in construction or urb
and those relating to the use of local materials linked to
for promoting sustainable management of territory.

eat. The maximum annual tax credit base was EUR 6,750 (with a

- multi-year limit of EUR 20.000,00 per housing).

Stl'ateg

- In the feld of the protection and enhancement of biodivers
proposals for connectivity of green spaces, for the Promotigy,
green roofs, or introducing species suitable to the environment,

At the Regional Level

rious autonomous communities, making use of their regulatory
vs, established incentives for ehvironmental investmen.ts in
ing. As will be shown below, this alternative, although ahgr}ed
, the Spanish legal framework, is not fully efficient, as this incentive
nly used in some autonomous communities and the mve.stments,
sunts, requisites and limits are different in each community. They
 follows: '

Cantabria. The taxpayer receives a deduction of 15 percent on the

ount paid on works made during the fiscal year in any home, provided
it {s located in the community of Cantabria and aims to:

Therefore, this incentive could be ‘greened’ by modulatjng :
deductions on the basis of the degree of energy efficiency of the byj]
or by introducing a specific deduction for rehabilitation work that aimg
improve energy efficiency. —

2. ENVIRONMENTAL HOUSING INVESTMENTS

2.1, At the State level

~ On the other hand, mention should be made to the tax deduction t};
as an economic (anti-crisis) stimulus measure, remained in effect for
works performed in homes between the 14th of April 2010 and 31st
December 2012. The tax deduction was applicable on works aimed at
improvement of energy efficiency, hygiene, health and environmen
protection, as well as the use of renewable energy, in the terms Jaid do
in the Royal Decree 2066/2008, of 12 December, which regulates the State
Housing Plan and rehabilitation 2009-20124,

The main features of this incentive were the following:

a) Works carried out between the 14th April 2010 and 6th of May

2011: tax credit of 10 percent applicable on amounts for t

o execution of works in the habitual home by the taxpayer with
e taxable base up to EUR 53.007,20 per year. The maximum annual
e tax credit base was EUR 4,000 (with a multi-year limit of 12,000,00
EUR per housing).

b) Works made between 7th of May 2011 and 31st of December 2012;
tax credit of 20 percent on the amount for works in any type of
housing (habitual home or not), except houses applied to busine
activities, by taxpayers with a taxable base up to EUR 71,007.20 p

. . ion of the
JImprove energy efficlency, hygiene, healf:h. and protection of th
~emlr3ironment and the accessibility to housing or the building in
which it is located.

b): Use renewable energy, security, the seal and, in particular, replacing
electricity, water, gas and heating facilities.

The deduction will not apply to works carried out in houses applied
conomic activities, parking lots, gardens, parks, swimming pools and
_pdftsfacilities and other similar elements.

The basls of this deduction consists of paid quantities (by debit or
redit card, bank transfer, check or income accounts in credit) _to people or
tities carrying out such works. In no event will this deduction apply to
ounts paid in cash.

The maximum annual tax credit will be EUR 1,000 on individual
ation and EUR 1,500 for joint taxation. For taxpayers with a degree Pf
isability equal to or greater than 65 percent, this limit rises to EUR 500 in
soth individual and joint taxation and EUR 500 in joint taxation by each
payer with that disability.

Amounts paid by the taxpayer entitled to apply for the c'le‘duction for
tment in a habitual home at the state level are not eligible for the
ional tax credit.

Balearic Istands. 50 percent tax credit on investments that improve
the quality and sustainability of dwellings, that are carried out on the

4. Itincludes, among others, work aimed at {i) the installation of solar panels, {ii) the
fanprovement of the thermal envelope of the building to reduce energy demand, (ifl)
any improvement in the systems of heating systems that increase energy efficiency or

the use of renewable energy, (iv) improvement of supply facilities and installation
mechanisms that favor water savings,
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property, located in the Balearic Islands and constitute, or will Consﬁhil

The impr t of supply faciliti d installati £
the primary residence of the taxpayer. ¢ lmprovement of Supply [aciuties ang Hswalom o

mechanisms that promote water-saving, as well as the realization
of separate sanitation networks in the building that encourage
reuse of greywater, reducing the volume of discharge into the
public sewage system.

Por these purposes, the following investments are tmderstogd
improve the quality and sustainability of dwellings:

a) The installation and equipment for the generation or that all
using renewable energy such as solar energy, biomass or geothey;
energy, so that such investments reduce the consumptioy’
conventional thermal or electric energy of the building, 1
include the installation of any technology, system or equipry,
of renewable energy, such as solar thermal panels, in ordey
contribute to the production of hot water required by dwellingg
hot water production air-conditioning systems. :

e rehabilitation of housing must comply with regulations for the
tion at the State level in the PIT.

e application of the tax credit will require prior recognition by the
efent authority that the performance of rehabilitation has been
ed in the rehabilitation of community housing plans and shall
to actions included in the rehabilitation plans of housing to develop
gion of Castilla y Leén.

ditionally, it is required that the total taxable base (reduced in the
nal and family minimum) does not exceed EUR 18,900 in individual
on and EUR 31,500 in joint taxation.

& basis of the tax credit will not exceed EUR 10,000 and will be
tuted by the amounts actually paid by the taxpayer for the purchase
installation of these facilities.

licia. Taxpayets get a 5 percent tax credit on the amount paid
ghout the year for the installation of heating and/or domestic
ater systems in buildings that use renewable energy sources (as
ed in article 2 of Directive 2009/28/EC of the European Patliament
‘the Council of the 23rd of April 2009 on the promotion of the use
rgy from renewable sources). The deduction limit is EUR 280 per
yer.

the case of residential buildings in horizontal property regimes
re newly built or that proceed to the substitution of equipment of
generation by othets that use renewable energies, the deduction
applied individually by each of the owners in the percentage that
sponds to the community of owners,

e basis of this deduction will be constituted by the amount paid for
stallation (that is: generation systemn, system of thermal emission
ollection system) to installers who perform the installation. In no
will the deduction apply to amounts paid in cash.

b) Investments in the improvement of supply facilities
installation of mechanisms that promote water-saving, as wel]
the implementation of separate networks in building and oty
systems that favor the reuse of rainwater and greywater in the sa
building (or in the plot) and to reduce the volume of discharge iy
the public sewage system. :

The basis of the investment tax deduction in housing correspondé
the amount paid by the taxpayer, with a maximum of EUR 10,000 per fis;
year.

In order to apply the deduction, the investment should improve
energy efficiency rating at least one level, according to Royal Decre
23572013, which approves the basic procedure for the energy certification
of buildings. '

The total taxable base of the taxpayer may not exceed the limit of Rt
24,000 in individual taxation or EUR 36,000 in joint taxation,

Castile and Leon, A tax credit of 10 percent on the following investmen
made in the rehabilitation of dwellings located in the community.
Castile and Leon that constitute or will constitute the primary resider
of the taxpayer:

a) Installation of solar panels, in order to contribute to the producti
of domestic hot water demanded by homes, in a percentage,
least, of 50 percent of the minimum coniribution required by
technical regulations of the applicable building.

b) Improvement in heating systems that increase energy efficiency.
the use of renewable energy. |

‘order to apply the deduction, the installation must be properly
ed by the installer, who must be qualified by the Virtual Office
ustry (OVI), as set out in the regulation of heating systems in buildings
1027 /2007 of 20 July).
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Subsequently, and always before the expiry of the time limj.
present the self-assessment cortesponding to the tax period in which g
installation is paid, the following documentation should be provided »,
the OVI: analyzed budget of the installation, invoices issued by enal)
installer and proof of payment for the cost of instailation.

;) - Use of biomass or energy crops to convert into heat or electricity.

rhese purposes must not constitute the exercise of an economic
FHVILY.

ounts invested by the taxpayer in the fiscal year will be included
the base of this deduction, including amounts paid for financing the
cstment (with the exception of interest),

Murcia. Taxpayers can reccive a 10 percent deduction on
investments made in works of installation from the following sourceg:
renewable energy: solar thermal, solar photovoltaic and wind power, Ty
amount of this deduction may not exceed EUR 1,000 per year. :

he deduction will not apply to any part of the investment financed
public subsidies. The maximum deduction base will be EUR 4,100
gar when the total taxable base of the taxpayer is less than EUR
00 per year on individual taxation or EUR 37,000 in joint taxation.
er taxable bases the deduction is proportionally reduced to zero
an the total taxable base exceeds EUR 25,000 in individual taxation or
R40,000 in joint taxation,

The base of this deduction will be constituted by the amount paid'f
the acquisition and installation of renewable energy resources that ha
been borne by the taxpayer. The base of the tax credit may not exceed B
10,000 per year.

The installation of renewable energy resources must be in housing :
constitutes or will constitute the primary residence of the taxpayer. :P.OSSESSION OF PROPERTY
The taxation of property varies depending on the use of the property,
‘habitual home is not subject to taxation, untike real estate for lease,
the' latter case, rental income subject to taxation is calculated as the
erence between revenue and necessary expenses to obtain such
me.

This deduction can also be applied on investments made in g
acquisition and installation of renewable energy resources in houses
rent, provided that this lease is not considered a business activity.

The deduction will require prior recognition by the Region
Administration.

Taxpayers can also receive a 20 percent deduction on investm
made in home devices for water saving, (in accordance with article 4’
the law 6,/2006, of July 21) on increase of savings or consumption of wal
conservation measures can be applied in the autonomous of Murcia. T
amotmt of the deduction may not exceed EUR 60 per year, :

he only incentive foreseen is aimed to promote the market for vental
sing (through a partial exemption of 60 percent of the net income
tained), provided that the leasing activity does not constitute a business
vity®. However, the lease of property for any purpose other than
pusing does not qualify for a reduction.

or this reason, during the parliamentary works which led to Law

6/2014, a 20 percent reduction on net income from a property qualified

ith the letters ‘A" or ‘B’ according to the energy efficiency scale was
posed’.

The maximum annual deduction base is EUR 300 and will ]
constituted by the amount paid for the acquisition and installation of -
home devices for water savings by the taxpayer.

The acquisition and installation of domestic water saving devices mi
be in houses that constitute the primary residence of the taxpayer.

addition, the application of this reduction by taxpayers who made
uitable works and installations in real estate amounting to a minimum of
UR 5,000 was also proposed, provided that it resulted in improvement of

The deduction will require prior recognition by the Region
administration.

Valencian community. Taxpayers can apply a 5 percent deduction
amount invested in the acquisition of facilities or equipment for any of {
following purposes:

‘The rental of buildings is understood to be performed as business activity only when,
at least, a person is employed with an employment and full time contract for the
:management of the actlvity.

Amendment No. 142 of the Catalan parliamentary group in the Congress, Amendment
0,39 of the Mixed parliamentary group in the Senate, and Amendment No 82 of the
Catalan parliamentary group in the Senate.

a) Solar or wind energy to convert into heat or electricity.
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al property’) calculated by applying a percentage on the cadastral value
ateable value) of the property. That rate is 1.1 percent if the cadastral
1ue has been revised in the last 10 years and 2 percent otherwise. With
¢ aim of ‘greening’ the taxation of these buildings, it would be possible
replace the fixed percentages (1,1% or 2%} on a scale depending on the
ergy rating of the property™

at least one letter in the qualification of the housing on the energy ratip
scale, This reduction would apply to the tax period in which works ap,
installations were carried out as well as the following two years (totalliy,
three years).

However, if the impiovement in the above mentioned terms v
of two or more letters, the reduction would be applicable in the ¢

p er-iod m WhiCh the ‘f\mrks and in}s‘tallations wete carried out as we Energy efficiency rating Non-revised cadastral Revised cadastral values

as installations and in the following four years (therefore totallip, : values

five years). : 1% 0.55%
This proposal was intended to encourage the existence in the re 1.1% 0.66%

ptop e ncourage | al}

market of more energy efficient buildings, with the objective that bo 13% 0.77%

landlords and tenants were more aware of the importance of ener 5% 0.85%

efficiency, promoting the objectives pursued by Directive 2010/31/RC, 7% 099%

well as the revitalization of the building industry. In our opinion, the — 1' o

appears to be no reason for not applying this proposal to leases th — L19% 0%

constitute business activity. or unqualified 2% 110%

In addition, these measures could be accompanied by th
express qualification of the costs for the improvement of the enet
efficiency of the building as repair and maintenance costs, eliminatin,
the deductibility limitations on this type of expenditure. Let
remember that the deductibility of such expenses is subject to tw
types of limits:

a) On the one hand, investment costs are not fully deductible |
the same fiscal year in which the cost is incurred. These cos
are deductible according fo their depreclation. The expre
qualification for tax purposes of the costs for the improvement
energy efficiency as expenses would avoid undesirable polemics.
on this issue, -

The aim of this proposal is to modulate the amount of income included
e taxable base depending on the degree of energy efficiency of the
uilding, so that the benefits or damages derived from the optimal use
energy impacts the owner of the building. Reducing the percentage
culate taxable income, favors property owners improving energy
fficiency, thus contributing to the achievement of the objectives set by
¢ Directive 2010/31/EC, while revitalizing the construction sector.

INCENTIVES FOR THE TENANT

In relation to incentives in favor of the tenant, a 10 percent deduction
as been proposed when the house has a grade ‘A’ or ‘B’ according to
e energy efficiency scale. The deduction is 8 percent if the house has
'’ or ‘D’ grade®. The deduction applies to taxpayers with a reduced
xable base®.

b) Ontheotherhand, the costofrepair and conservation, along withth
interests of the capital invested in the acquisiion ot improvem
of the property and other financing costs cannot exceed, for ea
asset or right, the amount of gross income obtained. Eliminatin
this limitation, not only for repair and maintenance costs, Jeads’
the improvement of the property’s energy efficiency, as well as th
associated financial costs; this could contribute significantly to th
desired envirorumental objective.

Pinally, buildings which do not constitute the habitual home, Whi;
do not generate income and which are not related to a business activi
are subject to taxation on a fictitious income (‘imputation of returns

-~ The justification of the proposal points out that this measure would
ncourage the awareness of landlords and tenants about the relevance

‘AmendmentNo. 171 of the Catalan parliamentary group in the Congress. Amendment
‘No 90 of the Catalan parliamentary group in the Senate.

Amendment No. 166 of the Catalan parliamentary group in the Congress.
Amendment No. 49 of the Mixed group in the Senate, and Amendment No 70 of the
~Catalan parliamentary group in the Senate.

Less than 6.5 times the IPREM (the reference indicator for determining social benefits).
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of energy efficiency, fuel savings and environmental improvemey,
The application of the tax incentive only to those houses of mediyp,
high efficiency would encourage the implementation of actions ajm,
at improving energy efficlency with the objective of enjoying hig},
incentives for those dwellings that have a higher qualification eney
{("A” or ‘B’), Therefare, a tax incentive like this would contribute, a4
previous cases, to the overall objectives of improving energy efficien,
challenging climate change and revitalizing the building industry,

_w: refribution in kind detived from amounts satisfied by the employer
e entities responsible for the public service of collective transport of
sgengers in order to facilitate the movement of employees between their
¢.of residence and the place of work shall be tax exempt, with a limit
UR 1,500 per year for each worker. The aforementioned article also
vides the possibility of applying the exemption to indirect payment
rmulas that meet certain regulatory conditions.

a.
ac

“ Although there is no doubt that the promotion of public transport
ntributes to the reduction of pollutant emissions info the atmosphere,
& exemption is not based directly on protecting the environment, In this
aiext, it could be worth to consider the extension of this exemption to
ther types of remuneration, as it could be, for example, the delivery or
sovision to employees of bicycles or other means of transport with no
olluting emissions.

- Secondly, mention should be made to novel measure introduced in
aw 26/2014) which includes a 30 percent reduction in the calculation
{ the retribution in kind consisting of the grant of use of energy-efficient
shicies, with the aim of improving the environment,

IH. SUSTAINABLE MOBILITY

As highlighted by the Furopean Commission, the Paris Agreemeng
entty into force has made the transition to a modern low-carb
economy a reality. Low-emission mobility is an essential component
the broader shift to the low-carbon, circular economy needed for Buror
to stay competitive and to cater fo the mobility needs of people an
goods. Transport represents almost a quarter of Europe’s greenhouse g
emissions and is the main cause of air pollution in cities. Europe’s answ,
to these challenges is an itreversible shift to low-emission mobility
terms of carbon and air pollutants. The objective is clear: by mid-cen
greenhotise gas emissions from transport will need to be at least 60 percen
lower than in 1990 and be firmly on the path towards zero. Emissions
air pollutants from transport that harm our health need to be drasticall
reduced without delay™.

In general, the use of a company vehicle generate a tax income
ose valuations is a 20 percent of the acquisition cost of the vehicle
the payer (including the taxes that are payable in respect of the
ration). If the vehicle does not belong to the payer (for example,
niting), that percentage will apply on the market value of the vehicle
were new,

As in the case of energy efficiency, we can hardly find tax measur
aimed at promoting sustainable mobility. In the following section, w
will review some measures that were proposed in the past but were n
approved.

In the case of energy-efficient vehicles, the following reductions

) A 15% tax reduction in the case of vehicles that fulfill the EUR 6
emission limits", whose official emissions of CO, do not exceed
120 g/km and the market value of which does not exceed EUR
25,000 when new.

+by A 20% tax reduction when the vehicle is also a hybrid, powered
by internal combustion engines that use alternative fossil fuels
(autogas — LPG — and natural gas), whose market value when new
does not exceed EUR 35,000.

1. EMPLOYMENT INCOME

Two measures related to less-polluting mobility have been identifie
that could aid the protection of the environment. Both measures ar
part of the favorable taxation which is provided for certain retribution
paid.

Firstly, although its regulation does notexplicitly refer to environment
impact, we can refer to the exemption provided by article 42.3 of the I’

. Limits referred to in annex I to Regulation (EC) No. 715/2007 of the European
Parliament and of the Council of 20 June 2007 on type-approval of motor vehicles in
what refers to emissions from passenget cars and commereial vehicles light (Buro 5
and Buro 6) and on access to information relating fo the repair and maintenance of
vehicles,

10. Communication from the Commission to the Bu.tciiean Parliament, the Council, th
European Economic and Social Committee and the Committee of the Regions.
European Strategy for Low-Emission Mobility, COM(2016) 501 final.
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213* of July 2009, whose article 9 proposed the introduction of a 25 percent

¢} A30% tax reduction in the case of any of the following categorjeg fim o owie G Sien e
deduction on the purchase of public transport cards™.

of vehicles: (i) electric battery vehicle (BEV), (if) extended-rap,
electric vehicles (E-REV) or (iii) hybrid electric vehicle (PE{o.
plug-in with a minimum range of 15 kilometers where the marjq;
value when new, before taxes, does not exceed EUR 40,000, ;
These reductions also apply in the case of retributions paid
employers whose main activity is the transfer or renting of this type 0);
vehicle. In these cases, the PIT legislation provides, as a general ry[q
that the valuation of the retribution may not be lower than the Price
offered to the public good, right or service concerned. Notwithstanding
in the case the energy-efficient vehicles, the 30 petcent reductiog
shall apply.

This proposal was taken up again in article 6 of the proposition of law
saving and efficient use of energy™ (later renamed green taxation Bill)*
albeit with three modifications:

a) Firstly, the deduction was not only applicable to the acquisition of
public transport cards, but also fees for the use of public systems in
rental cars, bikes and systems of “Car Sharing”.

) Secondly, the deduction was modulated on the basis of the
taxpayer’s taxable base, being 33 percent for payable bases up to
FUR 17.0707,20 and 20 percent for taxpayers with higher taxable
base. In the event that the taxable base exceeds the threshold of
EUR 33.007,20, the deduction would not apply.

Thirdly this deduction was not applicable to retributions paid in-
" kind by companies to facilitate the transport of employees that
benefit from the exemption provided for this retributions.

n

2. BUSINESS ACTIVITIES

It is striking that the recent tax reforms (Law 26/2014 and Law
6/2017, on 24 October, of urgent reforms of self-employed work) have
not improved the tax deductibility of energy-efficient vehicles being used
in business activity, It should be remarked that, in contrast to the rules of
the Value Added Tax (VAT), the deduction of the expenses derived from
a vehicle is only allowed when the vehicle is intended exclusively for the
development of the business (that is, deduction of expenses in connection
with vehicles that meet both professional needs and private needs is not
allowed). ‘

" The proposal was recovered during parliamentary discussions of Law
96/2014, in which a deduction of up to 33 percent for the acquisition
of public transport cards was proposed fo deepen the environmental
haracter of this tax, with the aim of promoting sustainable mobility {in
lic transport, public rental systems for bicycles or car sharing) and
eventing atmospheric pollution and the irrational use of resources®
though this was not included in the final wording of the Law 26/2014).

Therefore, an opportunity has been lost to accept the deduction, at least
partially, on expenses derived from energy-efficient vehicles when they are
used for both professional and private needs, This extension would make IV. TAX TREATMENT OF SUBSIDIES
it possible to deepen the environmental effects of the measure and the
awareness of the business sector on the need to reduce the environmental
impact of thefr activities. This measure would also be consistent with the
treatment of the vehicles for VAT purposes,

- Bconomic incentives to promote energy efficiency and sustainable
‘mobility have sometimes resulted in subsidies, although they have shown
certain fiscal inefficiencies as subsidies are subject to taxation.

Bill on environmental taxation presented by the parliamentary group of Bsquerra
Republicana-Izquierda Unida-Iniciativa per Catalunya Verds dated July 21, 2009
. (Bulletin of July 31, 2009).

. Bill of saving and efficient use of energy by IU, ICV-EUIA parliamentary group: the
= Plural left dated December 11, 2012 (Buileting of December 14, 2012).
. Bulletin of January 25, 2013.
Amendment No, 64 and 65 of the IU, ICV-EUiA parliamentary group: Plural left
“and amendments 161 and 168 of the Catalan parliamentary group in the Congress.
" Amendments No. 183 and 190 of the parliamentary group Entesa pel Progrés de
. Catalunya in the Senate,

3. DEDUCTIONS TO ENCOURAGE SUSTAINABLE MOBILITY

No tax incentives for individuals aimed at sustainable mobility exist at
the State or Regional level. '

Nevertheless, in recent years various initiatives were filed to promote
sustainable mobility in the field of personal income tax. Thus, we can
firstly refer to the proposition of law on environmental taxation issued on
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Our proposal to make the PIT ‘green” would exempt these subsigj
from taxation, fully supporting the constitutional mandate of proteg
the environment, This would give a simple solution that is respects;
] of the principles of tax fairness and that avoids the taxation beip, Y
‘ obstacle to the fulfillment of the environmental objective of subsid;

V. THE WEALTH TAX

Abrief reference to the general application of Spain’s wealth tax she
be made. This tax does not curzently include measures relating to eneps
efficiency or sustainable mobility. &

1. ENERGY SAVING AND EFFICIENCY

The taxation of real estate with a high energy efficiency certificate co
be reduced, thus promoting investments to improve savings and energy
efficiency of buildings. This measure could be complementary to thog
currently existing for the protection of the habitual home.

2. SUSTAINABLE MOBILITY

Regulations provide that vehicles are valuated applying cert,
coefficients on the values approved for each vehicle by the Finan
Ministry (considering the average selling price of used vehicles). Such
coefficients reduce the value according to the age of the vehicle, :

The greening of this tax would be achieved by adapting the coefficien
according to the environmental impact of vehicles (attending, for example
their atmospheric emissions}.

VI, CONCLUSIONS

The Personal Income Tax {PIT) is not an environmental tax, althou,
this does not prevent the incorporation of environmental elements into the
structure of the tax, to incentivize certain positive behaviors or penaliz
those which damage the environment.

Regarding energy efficiency in buildings, we propose the following measted:

- Tax deductions on amounts invested in the acquisition,
rehabilitation, construction or extension of the residence could be
‘greened’ by modulating the amount of deduction on the basis ©

CHAPTER 10. TAX MEASURES TO ENCOURAGE ENVIRONMENTALLY PRIENDLY CITIES..,

the degree of energy efficiency of the property or introducing a
specific deduction for the rehabilitation work that aims to improve
the enexgy efficiency of housing,

Various autonomous communities, making use of their regulatory

owers, have established incentives for environmental investments
in housing,. This alternaiive, although aligned with the Spanish legal
framework, could not be fully efficient as it is only implemented
in some autonomous communities and the investments, amounts,
requisites and limits are different in each community. Ahomogenotus
ot, at least, coordinated regulation at the State level would increase
the efficiency of these instruments.

Taxation of income derived from the property could be modulated
according to the efficiency energy scale based on the EU Directives.

A specific deduction for tenants of more energy efficient buildings
could be introduced in order to encourage the use of these kinds of
buildings,

Regarding sustainable mobility, we propose:

Tax exemptions on amounts paid by the employer to entities
responsible forthe publicservice of collective transportof passengers
in order to facilitate the movement of employees between their
place of residence and the place of work, This measure could be
extended to the delivery or provision to employees of bicycles or
other means of transport with no polluting emissions.

Specific measures for individuals who obtain income from business
activities should be introduced to promote the use of energy-efficient
vehicles. In particular, higher flexibility could be incorporated to the
strict existing rule that only allows the deduction of expenses derived
from a vehicle when it is intended exclusively for the development
of the business activity (not allowing the deduction of any expense in
connection with vehicles that meet both professional and private needs}.

It would be advisable to introduce tax credits for the acquisition
of public transport cards or other means of transport with no
emissions (such as bicycles and scooters} in order to promote
sustainable mobility.

Considering that Wealth Tax is generally applied in Spain, and that
oes rot include measures relating to energy efficiency or sustainable

kai]ity, a reduction to the taxation of high energy efficient buildings and

cles with a low envitonmental impact would be advisable,




