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PROVINCIAL LAW 12/2013, of 5 December, on Non-
resident Personal Income Tax
(BOB, Official Gazette of Bizkaia, 13 December)

| hereby state that the General Assembly of Bizkaia has approved Provincial Law 12/2013, of 5
December 2013, on Non-resident Personal Income Tax in a Plenary Session on 5 December,
which | hereby decree and order the publication of, so that all citizens, natural persons, and
authorities to whom it applies shall observe it and ensure that it is observed.

PROVINCIAL LAW 12/2013, OF 5 DECEMBER, ON NON-RESIDENT PERSONAL INCOME
TAX.

PREAMBLE

Direct taxation affecting expressions of economic activity consisting of obtaining income under
the tax system of the Historical Territory of Bizkaia is based on three main types of taxation,
Personal Income Tax, Corporation Tax, and Non-resident Personal Income Tax, while also
taking into account the existence of Inheritance and Gift Tax, which is levied on certain capital
gains obtained by natural persons for profit.

Non-resident Personal Income Tax was introduced into our tax system by Provincial Regulation
5/1999, of 15 April, on Non-resident Personal Income Tax, which replaced the former obligation
to pay tax that was in place until then under the Personal Income Tax and Corporation Tax
systems.

Since its approval, the Provincial Regulation has undergone various changes, some of which
have significantly affected its structure, such as the overhaul of the treatment of entities under
the income attribution regime, which has led to the need to propose a new system of taxation.

Furthermore, Non-resident Personal Income Tax is very closely related to the regulations
established on Personal Income Tax and Corporation Tax, and from this perspective, it should
be kept in mind that the processes of comprehensive reform and updating of the Provincial
Regulations governing Corporation Tax and Personal Income Tax are currently being
addressed. There will be significant changes in both cases, but especially in relation to
Corporation Tax, which should be extended to cover permanent establishments subject to Non-
resident Personal Income Tax.

These processes of comprehensive reform of our direct taxation aim to bring about a new
regulation applicable as of 1 January 2014, which must guarantee sufficient tax revenue to
maintain our public service provision levels and the revitalisation of economic activity and
employment.

It is therefore advisable to update and bring the regulation of Non-resident Personal Income Tax
into line with the ongoing reforms of Corporation Tax and Personal Income Tax and to
implement a comprehensive reform of the main direct taxation concepts jointly and within the
same timeframe.

Pursuant to the provisions of Article 55(1) and (3) of Provincial Regulation
3/1987, of 13 February, on the selection, organisation, regime, and functioning of the Provincial

Institutions of the Historical Territory of Bizkaia, this Provincial Regulation is accompanied by the
economic report, as well as the gender impact assessment report.



INTRODUCTORY CHAPTER
NATURE, SCOPE, AND LEVY

Article 1. Nature, purpose, and scope of application.

1.

Non-resident Personal Income Tax is a direct tax levied on:

a)

b)

Income obtained in Bizkaia, under the terms provided for in this Provincial Regulation,
by natural persons and entities not resident in Spanish territory that operate there
without the intervention of a permanent establishment.

Income obtained through a permanent establishment based in Bizkaia by natural
persons and entities not resident in Spanish territory.

The provisions of this Provincial Regulation shall apply:

a)

b)

d)

To natural persons or entities not resident in Spanish territory who, without the
intervention of a permanent establishment, obtain income in the Historical Territory of
Bizkaia, in accordance with the provisions of Article 13 of this Provincial Regulation.

Nevertheless, in the cases referred to in Article 13(4) of this Provincial Regulation,
where the entities or permanent establishments paying the relevant income are subject
to the Corporation Tax regulations of the Historical Territory of Bizkaia, in accordance
with Article 2 of Provincial Regulation 11/2013 of 5 December on Corporation Tax, or
pursuant to points b), c) and d) of this section.

To natural persons or entities not resident in Spanish territory who obtain income
through a permanent establishment domiciled in the Historical Territory of Bizkaia,
except where the following two conditions are met:

- Their volume of operations in the previous financial year exceeded 12 million
euros.

- In that financial year, they carried out 75 per cent or more of their volume of
operations in the common territory, or otherwise, the total of the operations carried
out in the Basque Country were undertaken in one or both of the other two
Historical Territories.

To natural persons or entities not resident in Spanish territory who obtain income
through a permanent establishment domiciled in the Historical Territories of Alava or
Gipuzkoa, provided that the following conditions are met:

- Their volume of operations in the previous financial year exceeded 12 million
euros.

- Inthat financial year, they have not carried out 75 per cent or more of their volume
of operations in the common territory.

- In that financial year, all the operations carried out in the Basque Country were
carried out in Bizkaia, or, if they were carried out in Bizkaia and in the other
Historical Territory in which their tax domicile is not located, the largest proportion
of its trading volume was generated in Bizkaia.

To natural persons or entities not resident in Spanish territory who obtain income
through a permanent establishment domiciled in the common territory, provided that the
following three circumstances are met:



- Their volume of operations in the previous financial year exceeded 12 million
euros.

- They generated 75 per cent or more of their trading volume in the Basque Country
in that financial year.

- They generated a higher proportion of the trading volume in Bizkaia than in each of
the other Historical Territories.

Nevertheless, in the cases referred to in this point d), taxpayers forming part of a tax
group who have the tax domicile of their permanent establishment in Spanish territory
must have generated 100 per cent of their trading volume in the Basque Country in
order for this Provincial Regulation to apply to them.

3. The option to be taxed under Personal Income Tax shall be exercised before the Bizkaia
Provincial Council and the regulations of this Historical Territory shall apply, provided that
the income obtained in Basque territory represents the majority of the total income obtained
in Spain and that, of that income, the income obtained in Bizkaia is higher than the income
obtained in the other two Historical Territories.

Should the taxpayer be entitled to a refund, this shall be paid by that Provincial Council
regardless of the place where the income was obtained within Spanish territory.

Article 2. Levy.
1. The Bizkaia Provincial Council shall be responsible for levying the tax in the following cases:

a) For income obtained without the intervention of a permanent establishment, by natural
persons or entities not resident in Spanish territory, when this income is considered to
have been obtained in the Historical Territory of Bizkaia, in accordance with the
provisions of Article 13 of this Provincial Regulation.

b) In the case of income obtained through a permanent establishment by natural persons
or entities not resident in Spanish territory:

a'") Exclusively, when they have their tax domicile in the Historical Territory of Bizkaia
and their trading volume in the previous financial year did not exceed 12 million
euros.

b") Exclusively, when they operate solely in the Historical Territory of Bizkaia and their
trading volume in the previous financial year exceeded 12 million euros, regardless
of where they have their tax domicile.

¢') In proportion to the trading volume generated in Bizkaia during the financial year,
when the taxpayer operates, in addition to this territory, in any other common or
provincial territory, provided that the total trading volume in the previous financial
year exceeded 12 million euros, regardless of where the taxpayer has its tax
domicile.

2. Taxpayers shall be regarded as operating in one territory or the other when, in accordance
with the criteria established in Article 6 of the Provincial Regulation on Corporation Tax, they
supply goods or services in either territory.

The transactions defined as such in the legislation governing Value Added Tax shall be
deemed to be supplies of goods and services.

3. Trading volume shall be understood to be the total amount of the consideration, excluding
Value Added Tax and additional VAT, where applicable, obtained in a financial year by
taxpayers in supplying goods and services in the course of their activity.



The proportion of the trading volume carried out in each territory during the financial year
shall be determined by applying the rules set out in Article 6 of the Provincial Regulation on
Corporation Tax, and shall be expressed as a percentage rounded off to two decimal
places.

If the previous financial year was less than one year, the trading volume shall be the result
of adjusting said volume generated during that financial year to reach one full year.

4. If the business activity is commenced during the financial year, the trading volume will be
based on said volume carried out in that year, and if this is less than one year, the trading
volume will be the result of adjusting said volume generated during the financial year to
reach one full year. Until the volume and place of business in this financial year are known,
these will be taken to be, for all intents and purposes, those which the taxpayer estimates
on the basis of the business expected to be carried out during the financial year when the
business activity is commenced.

Article 3. Applicable law.

The Tax is governed by this Provincial Regulation, which shall be interpreted in accordance with
the regulations governing Personal Income Tax or Corporation Tax, as applicable.

Article 4. Treaties and conventions.

The provisions of this Provincial Regulation shall be understood notwithstanding the provisions
of the treaties and conventions that have become part of Spanish domestic law.

CHAPTERII
PERSONAL ASPECTS

Article 5. Taxpayers.

The taxpayers subject to this tax are:

a) Natural persons and entities which, in accordance with Article 6 of this Provincial
Regulation, are non-residents in Spanish territory and obtain income that constitutes taxable
income for this tax, unless they are payers of Personal Income Tax.

b) Natural persons, whether nationals or foreigners, who are resident in Bizkaia or in another
common or provincial territory, due to any of the circumstances specifically provided for, on
a reciprocal basis, in the Personal Income Tax regulations, and who obtain income that
constitutes a taxable event for this tax.

c) The entities under the income attribution regime referred to in Article 38 of this Provincial
Regulation.

Article 6. Non-residence in Spanish territory.

1. Natural persons shall be regarded non-residents in Spanish territory when they are not
considered to be in any of the following situations:

a) They spend more than 183 days in Spanish territory during the calendar year. In order
to determine this period of residence in Spanish territory, occasional absences will be
taken into account, unless the taxpayer can prove that he or she is resident for tax
purposes in another country. With regard to countries or territories considered to be tax
havens, the tax authorities may require proof of residence in such locations for 183
days in the calendar year.



In order to determine the residence period referred to in the previous paragraph,
temporary stays in Spain as a result of obligations undertaken under cultural or
humanitarian collaboration agreements on a pro bono basis with the Spanish public
administrations shall not be taken into account.

b) The main hub or base of their activities or economic interests is located in Spain, either
directly or indirectly.

The taxpayer shall be regarded, in the absence of proof to the contrary, to be a resident in
Spanish territory when, in accordance with the above criteria, his or her spouse, if not
legally separated, and dependent minor children habitually reside in Spain.

2. Foreign nationals who have their habitual residence in Spain will also not be considered
residents in Spanish territory, on a reciprocal basis, when this circumstance is a
consequence of any of the cases established in points a) to d) of Article 4(1) of the
Provincial Regulation on Personal Income Tax and the specific provisions derived from
international treaties to which Spain is a party are not applicable.

3. Legal entities and other entities that do not meet any of the following requirements shall be

considered non-residents in Spanish territory:

a) That are incorporated under Spanish law.
b) That have their registered office in Spanish territory.
c) That have their effective place of management in Spanish territory.

For these purposes, an entity shall be understood to have its effective place of
management in Spanish territory when the management and control of all its activities
are located there.

d) That are located in a non-taxable country or territory, in accordance with the provisions
of the 24th Additional Provision of the General Provincial Regulation on Taxation in the
Historical Territory of Bizkaia, or in a location regarded as a tax haven, when the tax
authorities have presumed that they are resident in Spanish territory in cases where
their main assets, directly or indirectly, consist of property situated or rights that are
fulfilled or exercised in Spanish territory. This shall also apply when its main activity is
carried out in Spanish territory, unless the entity proves that its management and
effective administration take place in that country or territory, and that the incorporation
and operation of the entity is justified by valid economic and substantive business
reasons other than the mere management of securities or other assets.

Article 7. Income attribution.

The income corresponding to the entities under the income attribution regime referred to in
Article 11 of the Provincial Regulation on Personal Income Tax, as well as the withholdings and
prepayments that they have incurred, shall be attributed to the partners, heirs, co-owners, or
participants, respectively, in accordance with the provisions of Section 2 of Chapter VI of Title IV
of said Provincial Regulation and Chapter VI of this Provincial Regulation.

Article 8. Income individualisation.

The provisions of Article 12 of the Provincial Regulation on Personal Income Tax on the
individualisation of income shall apply to taxpayers regarded as natural persons.



Article 9. Responsible Parties.

1.

The payer of amounts accrued without the intervention of a permanent establishment by
taxpayers, or the depositary or manager of taxpayers' assets or rights not assigned to a
permanent establishment, shall be jointly and severally liable for the payment of the tax
debts corresponding to the amounts paid or the income deriving from the assets or rights
relating which the depository or manager is entrusted with, respectively.

This liability shall not exist when the obligation to withhold and make a prepayment referred
to in Article 31 of this Provincial Regulation is applicable, even in the scenarios provided for
in Section 4 of said article, notwithstanding the liabilities deriving from the status of
withholder.

A person or entity shall not be regarded as paying those amounts when said person or
entity merely mediates a payment. Mere mediation of payment shall mean the payment of
an amount on behalf of and at the request of a third party.

With regard to the payer of amounts accrued without the intervention of a permanent
establishment by taxpayers of this tax, as well as in cases involving the depositary or
manager of assets or rights not assigned to a permanent establishment and belonging to
persons or entities resident in countries or territories considered to be tax havens, the
actions of the tax authorities may be taken directly with the responsible party, for whom the
tax debt shall be deemed payable, without the need for a prior administrative action
imposing liability, as provided for in Article 40(5) of the General Provincial Regulation on
Taxation in the Historical Territory of Bizkaia.

In all other cases, joint and several liability shall be enforced under the terms provided for in
Article 40(5) of the General Provincial Regulation on Taxation in the Historical Territory of
Bizkaia.

Those who have been appointed as their representatives shall be jointly and severally liable
for the payment of the tax debts incurred by the taxpayers referred to in Article 10(1) of this
Provincial Regulation, who operate through a permanent establishment or in the cases set
out in Article 38.

Article 10. Representatives.

1.

Taxpayers for this tax who are not resident in another Member State of the European Union
shall be obliged to appoint, before the end of the period for self-assessment of the income
obtained, a natural person or legal entity with habitual residence or tax domicile in Bizkaia,
to represent them before the tax authorities in relation to their obligations for this tax, when
they operate through a permanent establishment, in the cases referred to in Articles 24(2)
and 38 of this Provincial Regulation or when, due to the amount and characteristics of the
income obtained or to possessing a property in Bizkaia, the tax authorities require them to
do so.

With regard to States that form part of the European Economic Area that are not Member
States of the European Union, the above shall not apply when there are regulations on
mutual assistance in the exchange of tax information and collection under the terms
provided for in General Provincial Regulation 2/2005, of 10 March, on Taxation in the
Historical Territory of Bizkaia.

This obligation shall also apply to persons or entities resident in countries or territories with
which there is no effective exchange of tax information, in accordance with the provisions of
the 24th Additional Provision of the Provincial Regulation on General Taxation in the
Historical Territory of Bizkaia, who are owners of assets or rights that are enforced or
exercised in Spanish territory, excluding securities traded on official secondary markets.



The taxpayer or their representative shall be obliged to inform the tax authorities of the
appointment, duly accredited, within two months of the date of the appointment.

The appointment shall be communicated to the tax authorities, accompanied by the express
acceptance of the representative.

2. In relation to resident persons or entities under the income attribution regime constituted in
another Member State of the European Union, they shall act before the tax authorities
through the persons who represent them in accordance with the provisions of legal and
voluntary representation established in General Provincial Regulation 2/2005, of 10 March,
on Taxation in the Historical Territory of Bizkaia.

For States that form part of the European Economic Area that are not Member States of the
European Union, the above shall apply when there are regulations on mutual assistance in
the exchange of tax information and collection under the terms provided for in General
Provincial Regulation 2/2005, of 10 March, on Taxation in the Historical Territory of Bizkaia.

3. In the event of non-compliance with the obligation to appoint a representative as
established in Section 1, the tax authorities may consider the representative of the
permanent establishment or of the taxpayer referred to in Article 5(c) of this Provincial
Regulation to be the party who appears as such in the Mercantile Register. If there is no
appointed or registered representative, or if the representative is a person other than the
person authorised to enter into contracts on their behalf, the tax authorities may deem this
party to be the representative.

In the event of non-compliance with the obligation to appoint a representative required of
persons or entities resident in countries or territories with which there is no effective
exchange of tax information, in accordance with the provisions of the 24th Additional
Provision of the General Provincial Regulation on Taxation in the Historical Territory of
Bizkaia, the tax authorities may deem their representative to be the depositary or manager
of the taxpayers' assets or rights.

4. Failure to comply with the obligation referred to in Section 1 above shall be considered a tax
offence, punishable by a fixed pecuniary penalty of 2,000 euros.

For taxpayers resident in countries or territories with which there is no effective exchange of
tax information, in accordance with the provisions of the 24th Additional Provision of the
General Provincial Regulation on Taxation in the Historical Territory of Bizkaia, this penalty
shall amount to 6,000 euros.

The provisions of Article 193 of the General Provincial Regulation on Taxation in the
Historical Territory of Bizkaia shall apply to the penalties imposed in accordance with the
provisions of this section.

Article 11. Tax domicile.
1. Taxpayers not resident in Spanish territory will have their tax domicile in Bizkaia:

a) If they operate through a permanent establishment when their administrative
management or the management of their business is carried out in Bizkaia.

When the tax domicile cannot be determined in accordance with the above criterion,
permanent establishments shall be deemed to have their tax domicile in Bizkaia when,
having the highest value of their fixed assets in the Basque Country, they have in the
Historical Territory of Bizkaia a higher value of their fixed assets than they have in each
of the other two Historical Territories.

b) When income is obtained from real estate if the representative's tax domicile is in
Bizkaia and, failing that, when the real estate is located in this territory.



c) For remaining scenarios not covered in the previous points, when the tax domicile of the
non-resident's representative or, failing this, that of the jointly and severally liable party,
is in Bizkaia.

Where no representative has been appointed, notifications made to the tax domicile of the
jointly and severally liable party shall have the same validity and have the same effect as if
they had been made directly to the taxpayer. In the absence of the appointment of a
representative by persons or entities resident in countries or territories with which there is
no effective exchange of tax information, in accordance with the provisions of the 24th
Additional Provision of the General Provincial Regulation on Taxation in the Historical
Territory of Bizkaia, and in the absence of a joint and several responsible party, the
notifications that may be made at the location of any of the properties owned by them will
have the same validity, in the absence of the appointment of a representative.

CHAPTER I
TAX LIABILITY

Article 12. Taxable event.

1.

3.

The taxable event is the obtaining of income, in cash or in kind, in Bizkaia by taxpayers
liable for this tax, in accordance with the provisions of the following article.

The provision or transfer of goods, rights, and services likely to generate income subject to
this tax shall be presumed to be remunerated, unless there is proof to the contrary.

Income subject to Inheritance and Gift Tax shall not be subject to this tax.

Article 13. Income obtained in Bizkaia.

1.

Income obtained or generated in the territory of Bizkaia is considered to be income obtained
through a permanent establishment, in accordance with the rules contained in points b), c),
and d) of Article 1(2) of this Provincial Regulation, applying to both natural persons and
entities.

Natural persons or entities shall be deemed to operate through a permanent establishment
when, in any capacity whatsoever, they have at their disposal, on a continuous or regular
basis, premises or places of business of any kind, in which they carry out all or part of their
activity, or act in that establishment through an agent authorised to act in the name and on
behalf of the non-resident taxpayer, who habitually exercises those powers.

In particular, the following shall be deemed to constitute a permanent establishment: head
offices, branches, offices, factories, workshops, warehouses, shops or other
establishments, mines, oil or gas wells, quarries, agricultural, forestry, livestock operations,
or any other place of exploration or extraction of natural resources, and construction,
installation, or assembly work lasting more than six months.

The following income obtained or generated in the territory of Bizkaia is considered to be
income obtained without the intervention of a permanent establishment:

a) Income from economic exploitation when the activities are carried out in the territory of
Bizkaia.

b) Income derived from the provision of services such as studies, projects, technical
support, or management support, as well as professional services when the service is
provided or used in the territory of Bizkaia. Services shall be understood to be used in
the territory of Bizkaia when they are used for business or professional activities carried
out in the territory of Bizkaia or when they relate to goods located there. When these
services are partially used for economic activities carried out in the territory of Bizkaia,



d)

f)

)

h)

they shall be considered to have been obtained in Bizkaia only for the part that is
necessary for the activity carried out in Bizkaia.

Where the place of use of the service does not coincide with the place where the
service is provided, the place of use shall be taken into account.

Income derived, directly or indirectly, from the personal performance in the territory of
Bizkaia of artists or sportsmen and women, or from any other activity related to said
performance, even when received by a person or entity other than the artist or
sportsman or woman.

Income derived directly or indirectly from employment when the work is carried out in
the territory of Bizkaia.

For these purposes, work shall be understood to have been carried out in the territory of
Bizkaia in cases involving public remuneration paid by the Bizkaia Administration or
remuneration paid by natural persons carrying out economic activities, in the exercise of
their activities, or entities resident in the territory of Bizkaia or by permanent
establishments located in the territory of Bizkaia for employment on board a ship or
aircraft in international transit.

The provisions of the preceding paragraph shall not apply where the work is wholly
carried out abroad and the income is subject to personal tax abroad.

Pensions and other similar benefits, when they derive from employment undertaken in
the territory of Bizkaia or when they are paid by a person or entity resident in the
territory of Bizkaia or a permanent establishment located there.

Remuneration paid in relation to previous employment, whether it is received by the
worker or by another person, shall be considered to be a pension.

Similar benefits shall be considered, in particular, those provided for in Article 18 a) and
i) of the Provincial Regulation on Personal Income Tax.

The remuneration of the directors and members of the Boards of Directors, of the
boards acting in their stead or of representative bodies of an entity with tax domicile in
Bizkaia, in the amount provided for in Section 4 of this article.

Dividends and other income derived from holdings in the capital of Basque public

entities with tax domicile in Bizkaia, as well as income derived from holdings in the

capital of private entities in the amount stipulated in Section 4 of this article.

Interest, royalties, and other investment income:

a') Paid by natural persons or Basque public entities with tax domicile in Bizkaia, as
well as those paid by private entities or permanent establishments in the amount
provided for in Section 4 of this article.

b") When they are payments in the form of capital generated in the territory of Bizkaia.

Where these criteria do not coincide, the place where the capital is generated for which
remuneration is paid shall be taken into account.

Royalties are amounts of any kind paid for the use, or the granting of the use, of:
- Rights over literary, artistic, or scientific works, including cinematographic films.

- Patents, trademarks, designs, plans, secret formulas, or procedures.



Rights over computer programs.

Information relating to industrial, commercial, or scientific experiments.
Personal rights that can be transferred, such as image rights.
Industrial, commercial, or scientific equipment.

Any rights similar to the above.

In particular, the amounts paid for the use or concession of use of the rights protected
by the Revised Text of the Intellectual Property Law, approved by Royal Legislative
Decree 1/1996, of 12 April, by Law 11/1986, of 20 March, on Patents and by Law
17/2001, of 7 December, on Trademarks, are considered as such.

i) Income derived, directly or indirectly, from real estate located in the territory of Bizkaia
or from rights relating to said real estate.

k) Capital gains:

a’)

b’)

d)

When they derive from securities issued by Basque persons or public entities
domiciled in Bizkaia, as well as those deriving from securities issued by private
entities in the amount provided for in Section 4 of this article.

When they derive from other personal property, other than securities, located in the
territory of Bizkaia or from rights to be fulfilled or exercised in that territory.

When they derive from real estate located in the territory of Bizkaia or from rights to
be fulfilled or exercised in that territory. In particular, the following are considered to
be covered by this point:

- Capital gains deriving from rights or shares in an entity, whether resident or
not, whose assets consist mainly of real estate located in the Basque Country,
when the carrying amount of the real estate located in Bizkaia is higher than
the carrying amount of the real estate located in each of the other Historical
Territories.

- Capital gains deriving from the transfer of rights or shares in an entity,
whether resident or not, which give the holder the right of enjoyment over real
estate located in Bizkaia.

When the assets are located in Bizkaia and in one or more other Historical
Territories, the aforementioned capital gains shall be deemed to have been
obtained in Bizkaia in the amount provided for in Section 4 of this article.

When assets located in the territory of Bizkaia or rights to be fulfilled or exercised in
that territory are incorporated into the taxpayer's assets, even if they do not derive
from a previous transfer such as gambling winnings.

When, in accordance with the criteria indicated in the previous section, income could be
understood to have been obtained simultaneously in Bizkaia and in another territory, its
taxation shall be the responsibility of Bizkaia when the taxpayer, if a natural person, has his
or her habitual residence in this territory. If a legal entity or a permanent establishment, the
provisions of the following section of this article shall apply.
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4. In the cases referred to in points f), g), and a’) of point h) and a’) and c') of point k) of
Section 2 above, as well as in the scenario provided for in Section 3, income received by
private entities or permanent establishments shall be deemed to have been obtained or
generated in the territory of Bizkaia to the following extent:

a) For entities or permanent establishments taxed exclusively in the Historical Territory of
Bizkaia, all the income they receive.

b) For entities or permanent establishments that are taxed jointly by the tax authorities of
Bizkaia and other tax authorities, the part of the income that is received in proportion to
the trading volume generated in Bizkaia.

However, in the cases referred to in this point, the tax authorities of Bizkaia shall be
competent to levy tax on the full amount of the income and to make the appropriate refunds
to non-residents, when the Bizkaia Provincial Council is competent to inspect the persons,
entities, or permanent establishments submitting the settlement on behalf of the non-
resident, notwithstanding the amounts to be paid to other Administrations for the part
corresponding to the proportion of the trading volume of the paying entity generated in their
respective territories.

5. For the classification of the different items of income according to their origin, the provisions
of this article shall apply and, failing that, the criteria established in the Provincial Regulation
on Personal Income Tax shall apply.

Article 14. Exempt income.
1. The following income is exempt:

a) The income referred to in Article 9 and the income from employment in kind referred to
in Article 17(2) of Provincial Regulation 13/2013, of 5 December, on Personal Income
Tax, received by individuals, as well as benefits granted out of necessity recognised
under Royal Decree 8/2008 of 11 January regulating benefits granted out of necessity
for Spaniards resident abroad and returnees.

b) Interest and other income obtained from the transfer to third parties of equity capital
referred to in Article 35 of the Provincial Regulation on Personal Income Tax, as well as
capital gains derived from personal property obtained without the intervention of a
permanent establishment, by residents in another Member State of the European Union
or in another Member State of the European Economic Area or by permanent
establishments of these residents located in another Member State of the European
Union or in another Member State of the European Economic Area.

For States that are part of the European Economic Area that are not Member States of
the European Union, the provisions of the previous paragraph shall apply provided that
there is an effective exchange of tax information under the terms provided for in Section
3 of the 24th Additional Provision of the General Provincial Regulation on Taxation.

The provisions of the preceding paragraphs shall not apply to capital gains derived from
the transfer of shares, holdings, or other rights in an entity if the following circumstances

apply:

1. When the entity's assets consist mainly, directly or indirectly, of real estate located
in Basque territory.

2. For taxpayers who are natural persons, if at some earlier point in time, during the

12-month period preceding the transfer, the taxpayer held, directly or indirectly, at
least 25% of the entity's capital or equity.
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d)

f)

9)

3. In the case of non-resident entities, where the transfer does not meet the
requirements for the application of the non-integration regime provided for in Article
34 of Provincial Regulation 11/2013 of 5 December on Corporation Tax for the
elimination of double taxation on income obtained from the transfer of
shareholdings in entities.

Income derived from Public Debt obtained without the intervention of a permanent
establishment.

Income derived from securities issued in Spain by non-resident natural persons or
entities without the intervention of a permanent establishment, irrespective of the place
of residence of the financial institutions acting as paying agents or mediating in the
issue or transfer of the securities.

However, when the holder of the securities is a permanent establishment, the income
referred to in the previous paragraph shall be subject to this tax and, where applicable,
to the withholding tax system, which shall be levied by the resident financial institution
acting as depositary of the securities.

Income from non-resident accounts paid to taxpayers for this tax, unless the payment is
made to a permanent establishment, by Banco de Espafia, or by the registered entities
referred to in the regulations on financial transactions abroad.

Income obtained, without the intervention of a permanent establishment, from the
leasing, letting, or transfer of containers or bareboat vessels and aircraft used in
international maritime or air navigation.

In relation to aircraft, the exemption shall also apply where the extent of utilisation on
international routes represents more than 50% of the total distance flown by all aircraft
used by the leasing company.

Profits distributed by subsidiary companies resident in Spanish territory to their parent
companies resident in other Member States of the European Union or to the permanent
establishments of said parent companies located in other Member States, when the
following requirements are met:

1. Both companies are subject to and not exempt from one of the taxes on the profits
of legal entities in the Member States of the European Union referred to in Article
2(c) of Council Directive 2011/96/EU of 30 June 2011 on the regime applicable to
parent companies and subsidiaries of different Member States and the permanent
establishments are subject to and not exempt from taxation in the State where they
are located.

2. The distribution of the profit is not a consequence of the liquidation of the
subsidiary.

3. Both companies must be in one of the forms provided for in the Annex to Council
Directive 2011/96/EU of 30 June 2011 on the regime applicable to parent
companies and subsidiaries of different Member States, as amended by Council
Directive 2014/86/EU of 8 July 2014.

A parent company shall be considered to be a company that has a direct or indirect
holding of at least five per cent in the capital of another company. Such a company shall
be regarded as a subsidiary company. Said holding must have been held continuously
during the year preceding the day on which the profit to be distributed becomes payable
or, failing that, must have been held for as long as is necessary to constitute a full year.

For the purposes of calculating the corresponding time period, the period during which
the holding has been held uninterruptedly by other entities that meet the circumstances
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h)

referred to in Article 42 of the Commercial Code for forming part of the same group of
companies shall be taken into account, irrespective of residence and of the obligation to
prepare consolidated annual accounts. In the latter case, the tax paid will be refunded
after this period has elapsed.

Residence shall be determined in accordance with the law of the Member State
concerned, notwithstanding the provisions of double taxation conventions.

Notwithstanding the foregoing, it may be declared, on a reciprocal basis, that the
provisions of this point g) shall apply to subsidiary companies that have a legal form
other than those laid down in the Annex to the Directive and to dividends distributed to a
parent company that has a direct or indirect holding of at least five per cent in the
capital of a subsidiary company resident in Spain, provided that the other conditions
specified in this point are met.

The provisions of this point shall not apply when the majority of the voting rights of the
parent company are held, directly or indirectly, by natural persons or legal entities that
do not reside in Member States of the European Union or in States belonging to the
European Economic Area with which there is an effective exchange of tax information
under the terms provided for in the 24th Additional Provision of General Provincial
Regulation 2/2005, of 10 March, on Taxation in the Historical Territory of Bizkaia,
except when the incorporation and operation of the parent company is justified by valid
economic and substantive business reasons.

The provisions of this point g) shall also apply to profits distributed by subsidiaries
resident in Spanish territory to their parent companies resident in the States that form
part of the European Economic Area or to permanent establishments of said parent
companies situated in other Member States, when the following conditions are met:

1. When the Member States of the European Economic Area where the parent
companies are resident have an effective exchange of tax information, under the
terms provided for in the 24th Additional Provision of General Provincial Regulation
2/2005, of 10 March, on Taxation in the Historical Territory of Bizkaia.

2. They are companies subject to and not exempt from taxation equivalent to those
levied on the profits of legal entities in the Member States of the European Union
referred to in Article 2(c) of Council Directive 2011/96/EU of 30 June 2011 on the
regime applicable to parent companies and subsidiaries of different Member States
and the permanent establishments are subject to and not exempt from taxation in
the State where they are located.

3. Parent companies resident in States that are members of the European Economic
Area are in a form equivalent to those set out in the Annex to Council Directive
2011/96/EU of 30 June 2011 on the regime applicable to parent companies and
subsidiaries of different Member States.

4. The other requirements set out in this point g) are fulfilled.

Income derived from the transfer of securities or the redemption of units in investment
funds made on official secondary markets of Spanish securities, obtained by non-
resident natural persons or entities without the intervention of a permanent
establishment in Spanish territory, resident in a state that has signed a double taxation
avoidance agreement with Spain with an information exchange clause.

Profits distributed against income not included in the tax base, in accordance with the
provisions of Articles 33, 34, and 35 and the 14th Additional Provision of the Provincial
Regulation on Corporation Tax, provided that the income derives from activities carried
out abroad by the investee company and the recipient is a natural person or an entity
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k)

m)

n)

not resident in Spanish territory. For these purposes, the first profit distributed shall be
deemed to derive from income not included in the tax base.

The provisions of this point shall not apply where the recipient of the benefit resides in a
country or territory classified by the corresponding regulations as a tax haven.

The entity distributing the profit must disclose the amount of income not included in the
tax base in the notes to the accounts.

Those that are declared exempt in accordance with the provisions of Article 14(3) of the
revised text of the Non-resident Personal Income Tax Law, approved by Royal
Legislative Decree 5/2004, of 5 March.

Grants and other amounts received by natural persons paid by public administrations,
under international agreements and conventions on cultural, educational, and scientific
cooperation or under the Basque Development Cooperation Plan or similar plans.

Dividends and shares in profits obtained without the intervention of a permanent
establishment by pension funds equivalent to those regulated in the revised text of the
Pension Plans and Funds Regulation Law approved by Royal Legislative Decree
1/2002, of 29 November, which are resident in another Member State of the European
Union or by permanent establishments of these institutions located in another Member
State of the European Union.

Equivalent pension funds are those social welfare institutions that meet the following
requirements:

- The sole purpose of which is to provide a complementary benefit at the time of
retirement, death, incapacity, or dependency under the same terms provided for in
Article 8(6) of the revised text of the Pension Plans and Funds Regulation Law,
approved by Royal Legislative Decree 1/2002, of 29 November.

- That any employer contributions that may be made are taxed against the
participant to whom the benefit is linked, irrevocably transferring to him or her the
right to receive the future benefit.

- That they benefit from a preferential tax deferral system for both contributions and
corporate contributions made to them. Such a system should be based on the
effective taxation of all contributions and earnings obtained from their management
at the time the benefit is received.

The provisions of this point shall also apply to equivalent pension funds resident in
Member States of the European Economic Area, provided that they have signed an
international double taxation avoidance agreement with Spain with an information
exchange clause or an agreement for the exchange of tax information.

Dividends and shares in profits obtained without the intervention of a permanent
establishment by collective investment undertakings regulated by Directive 2009/65/EC
of the European Parliament and of the Council of 13 July 2009 on the coordination of
laws, regulations, and administrative provisions relating to collective investment
undertakings in transferable securities. However, under no circumstances may the
application of this exemption give rise to lower taxation than that which would have
resulted had the same rate of taxation been applied to said income as that levied on
collective investment undertakings resident in Spanish territory for corporation tax
purposes.
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0)

The provisions of this point shall also apply to collective investment undertakings
resident in States that are part of the European Economic Area, provided that they have
signed an agreement with Spain to avoid international double taxation with an
information exchange clause or an agreement for the exchange of tax information.

Royalties paid by a company resident in Spanish territory or by a permanent
establishment situated there of a company resident in another Member State of the
European Union to a company resident in another Member State, or to a permanent
establishment situated in another Member State of a company resident in a Member
State when the following conditions are met:

1. Both companies are subject to and not exempt from one of the taxes referred to in
Article 3(a)(iii) of Council Directive 2003/49/EC of 3 June 2003 on a common
system of taxation applicable to interest and royalty payments made between
associated companies of different Member States.

2. Both companies must be in one of the forms provided for in the Annex to Council
Directive 2003/49/EC of 3 June 2003 on a common system of taxation applicable to
interest and royalty payments made between associated companies of different
Member States.

3. Both companies must have tax residence in the European Union and, for the
purposes of a treaty for the avoidance of double taxation of income concluded with
a third country, they must not be considered residents of that third country.

4. Both companies must be associated. For these purposes, two companies shall be
deemed to be associated when one has a direct holding of at least 25% in the
capital of the other, or a third has a direct holding of at least 25% in the capital of
each of them.

This holding must have been held continuously during the year preceding the day
on which the yield payment is made or, failing this, must have been held for as long
as is necessary to constitute a full year.

5. Where applicable, these amounts are deductible for the permanent establishment
which pays the income in the State in which it is situated.

6. The company receiving any such payments must receive them for its own benefit
and not merely as an intermediary or authorised agent of another person or
company and, for permanent establishments, the amounts received must be
genuinely related to its business and must constitute qualifying income for the
purpose of determining its taxable income in the State in which it is situated.

The provisions of this point shall not apply where the majority of the voting rights of the
company receiving the income are held, directly or indirectly, by natural or legal persons
who are not resident in Member States of the European Union, except when the
incorporation and operation of the company is justified by valid economic and
substantive business reasons.

In no case shall the provisions of points b), h), and I) of the previous section be applicable to
income and capital gains obtained through countries or territories classified by the
corresponding regulations as tax havens.

Nor shall the provisions of point g) of the preceding paragraph apply where the parent
company has its tax residence in a country or territory classified by the corresponding
regulations as a tax haven.

15



Article 15. Forms of taxation and related transactions.

1. Taxpayers who obtain income through a permanent establishment located in the Historical
Territory of Bizkaia will be taxed on all the income attributable to said establishment,
regardless of the place where it is obtained, in accordance with the provisions of Chapter Il
of this Provincial Regulation.

Taxpayers who obtain income without the intervention of a permanent establishment will be
taxed separately for each total or partial accrual of taxable income, without any offsetting
being possible between them and under the terms set out in Chapter IV of this Provincial
Regulation.

2. The provisions set out in Articles 42 to 46 of the Provincial Regulation on Corporation Tax
shall apply to transactions carried out by taxpayers subject to this tax with persons or
entities related to them.

For these purposes, related persons or entities shall be deemed to be those referred to in
Article 42(3) of the Provincial Regulation on Corporation Tax. In any case, it shall be
understood that there is a link between a permanent establishment located in the territory of
Bizkaia with its head office, with other permanent establishments of the aforementioned
head office and with other persons or entities linked to the head office or its permanent
establishments, whether they are located in Spanish territory or abroad.

In any case, taxpayers who obtain income through a permanent establishment may request
that the tax authorities determine the valuation of the management and general
administration expenses that are deductible, in accordance with the provisions of Sections 3
to 5 of Article 45 of the Provincial Regulation on Corporation Tax.

CHAPTER Il
INCOME OBTAINED THROUGH A PERMANENT ESTABLISHMENT

Article 16. Income attributable to permanent establishments.
1. The following items make up the income attributable to the permanent establishment:

a) Income from the economic activities or operations carried out by said permanent
establishment.

b) Income derived from assets assigned to the permanent establishment.

c) Capital gains or losses deriving from the assets assigned to the permanent
establishment.

Assets assigned to the permanent establishment are considered to be those that are
operationally linked to the carrying out of the activity that constitutes its purpose.

Assets forming part of shareholders’ equity in an entity shall only be considered as assets
assigned to the permanent establishment if the permanent establishment is a branch
registered in the Mercantile Register and the requirements set out in the corresponding
regulations are met.

For these purposes, the assets transferred within the three tax periods following the period
in which the assets are disposed of shall be considered to be assigned assets.

2. In cases of re-exportation of goods previously imported by the same taxpayer, the following
shall be taken into account:
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a)

b)

<)

That there has been no change in assets, notwithstanding the tax treatment applicable
to payments made for the period of use, in the case of temporarily imported fixed
assets.

That there has been a change in assets, in the case of fixed assets acquired for use in
the activities carried out by a permanent establishment.

That there has been income, positive or negative, from an economic activity or
operation if these are items considered as inventories.

Article 17. Diversity of permanent establishments.

1.

When a taxpayer has various places of business in Spanish territory, these shall be deemed
to constitute separate permanent establishments, and shall be taxed separately as a result,
when the following circumstances are met:

a)

b)

They carry out clearly distinguishable activities.

They are managed separately.

Under no circumstances may income between different permanent establishments be
offset.

Article 18. Determination of the tax base.

1.

The tax base of the permanent establishment shall be determined in accordance with the
provisions of the general Corporation Tax system, notwithstanding the provisions of the
following points:

a)

b)

For the purpose of determining the tax base, payments made by the permanent
establishment to the head office or to one of its permanent establishments as royalties,
interest, or commissions, paid in return for technical support services or for the use or
transfer of goods or rights, shall not be deductible.

Notwithstanding the provisions of the preceding paragraph, interest paid by permanent
establishments of foreign banks to their head office or to other permanent
establishments in carrying out their business shall be deductible.

For the purpose of determining the tax base, the reasonable part of the management
and general administrative expenses of the permanent establishment shall be
deductible, provided that the following conditions are met:

a') This is reflected in the accounting statements of the permanent establishment.

b") There is a statement, in the form of an information memorandum submitted with the
self-assessment, of the amounts, criteria, and distribution modules.

c') There is reasonableness and continuity in terms of the imputation criteria adopted.
The requirement of reasonableness of the imputation criteria shall be deemed to be
fulfilled where they are based on the use of inputs by the permanent establishment and
on the total cost of those inputs.

In those cases in which it is not possible to use the criterion specified in the previous

paragraph, the imputation may be carried out using the ratio between any of the
following figures:
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- Turnover.
-  Direct costs and expenses.

- Average investment in tangible fixed assets assigned to economic activities or
operations.

- Total average investment in items assigned to economic activities or operations.

The procedure set out in Sections 3 to 5 of Article 45 of the Provincial Regulation on
Corporation Tax shall be applicable to the determination of deductible management and
general administrative expenses in accordance with this section, in the manner to be
determined in the corresponding regulations.

¢) Under no circumstances shall amounts corresponding to the cost of the entity's equity
capital assigned, directly or indirectly, to the permanent establishment be chargeable.

d) The provisions of Articles 38 and 47 and Chapter V of Title IV of the Provincial
Regulation on Corporation Tax shall not apply.

e) The special provisions established in the Provincial Regulation on Corporation Tax shall
apply to the micro, small, and medium-sized enterprises referred to in Article 13 of that
Provincial Regulation, provided that the non-resident entity of which the permanent
establishment forms part may be considered to be a micro, small, or medium-sized
enterprise, in accordance with the provisions of the aforementioned article.

Transactions carried out by the permanent establishment with its head office or another of
the taxpayer's permanent establishments, whether located in Spanish territory or abroad, or
with other companies or persons related to it, shall be assessed in accordance with the
provisions of Articles 42 to 46 of the Provincial Regulation on Corporation Tax.

The permanent establishment may offset its negative tax bases in accordance with the
provisions of Article 55 of the Provincial Regulation on Corporation Tax.

Where the transactions carried out by a permanent establishment do not form part of a
complete income-earning business cycle and are completed by the taxpayer or by one or
more of its permanent establishments without any consideration being received, other than
to cover the expenses incurred by the permanent establishment and without all or part of
the products or services being supplied to third parties other than the taxpayer itself, the
following rules shall apply:

a) The income and expenses of the permanent establishment shall be assessed in
accordance with the provisions laid down in Articles 42 to 46 of the Provincial
Regulation on Corporation Tax, and the tax liability shall be determined in accordance
with the provisions applicable under the general system of the aforementioned
Corporation Tax and the provisions of the previous sections of this article.

b) Alternatively, the following rules shall apply:

a') The tax base shall be determined by applying the percentage specified for this
purpose by the Provincial Councillor for Treasury and Finances to the total
expenses incurred in carrying out the activity that constitutes the purpose of the
permanent establishment. To this amount, the full amount of income of an ancillary
nature shall be added, such as interest or royalties, which do not constitute its
business purpose, as well as capital gains and losses deriving from the assets
assigned to the establishment.
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For the purposes of this rule, the expenses of the permanent establishment shall be
taken into account for their full amount, without any deduction or offsetting being
admissible.

b") The net tax liability shall be determined by applying the general tax rate to the tax
base, without the deductions regulated in the aforementioned general system being
applicable.

In the case of permanent establishments whose activity consists of construction, installation,
or assembly work lasting more than six months, seasonal or temporary economic activities
or operations, or natural resource exploitation activities, the tax shall be levied in
accordance with the following rules:

a) Pursuant to the provisions for income from economic activities or operations obtained
without the intervention of a permanent establishment in Article 24(2) and Article 25 of
this Provincial Regulation, the following provisions shall apply for these purposes:

a") The provisions on accrual and submission of returns shall be those relating to
income obtained without the intervention of a permanent establishment.

b") Taxpayers shall be exempted from general accounting and registration obligations.
However, they must retain and keep at the disposal of the tax authorities, the
supporting documents for the income obtained and payments made for this tax, as
well as, where applicable, the withholdings and prepayments made and
declarations relating to them.

They shall also be obliged to be listed in the entities register and declare their tax
domicile in the territory of Bizkaia, as well as to notify any changes in this regard.

b) However, the taxpayer may opt for the application of the general system provided for
permanent establishments in the preceding articles. The application of the system
referred to in point a) above shall in any case be compulsory when the permanent
establishment does not keep separate accounts for the income obtained by that
establishment. This preference must be expressed at the time of applying for inclusion
in the entities register.

c) The provisions laid down in the double taxation treaties for the avoidance of double
taxation regarding income obtained without the intervention of a permanent
establishment shall not be applicable in any case to taxpayers who apply the system
provided for in point a) above.

The difference between the normal market value and the tax value of the following assets
shall be included in the tax base:

a) Those linked to a permanent establishment located in Spanish territory that ceases its
activity.

b) Those previously linked to a permanent establishment located in Spanish territory are
transferred abroad.

c) Those linked to a permanent establishment located in Spanish territory that transfers its
activity abroad.

In the cases provided for in points b) and c) of the previous section, in relation to assets
transferred to a Member State of the European Union or of the European Economic Area
that has concluded an agreement with Spain or with the European Union on mutual
assistance for the recovery of tax claims that is equivalent to the mutual assistance provided
for in Council Directive 2010/24/EU, of 16 March 2010 concerning mutual assistance for the
recovery of claims relating to taxes, duties, and other measures, the taxpayer may choose
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to pay the tax debt resulting from the provisions of the previous paragraph in equal fifths of
the year, provided that the following conditions are met:

a) The taxpayer submits, together with the last tax return to be filed for this tax, an
itemised list of the assets and liabilities to which the provisions of Section 6 above
apply, stating their carrying amount and the amount of the difference between the
normal market value and the tax value of each one of them, as well as the amount of
the part of the net tax liability corresponding to each one of them.

b) A joint and several guarantee from a credit institution or mutual guarantee company or a
surety insurance certificate is used to guarantee collection of the instalment up to the
amount which the taxpayer has opted to pay in instalments under the conditions
established in this section, provided that there is a demonstrable and genuine risk of
non-payment.

In the event that the collection body identifies a risk of non-payment within six months
following the end of the voluntary period for payment of the first instalment, the taxpayer will
be informed by means of the appropriate summons to provide sufficient guarantees within
ten days from the day following notification of the summons. If the request is not complied
with or, if it is complied with, sufficient guarantee is not provided or if it is duly justified as
being unnecessary, the entire outstanding debt will be demanded within the periods referred
to in Article 60.1.b) of General Provincial Regulation 2/2005, of 10 March, on Taxation in the
Historical Territory of Bizkaia. If payment is not made within this period, the collection period
will commence and the enforcement procedure must be initiated in accordance with the
terms set out in Article 171.1 of General Provincial Regulation 2/2005, of 10 March, on
Taxation in the Historical Territory of Bizkaia.

Exercising the option shall be carried out exclusively in the tax return corresponding to the
tax period in which the transfer of assets takes place, as provided for in point b) of the
previous section, or in the tax return corresponding to the tax period concluded on the date
of the transfer of activity, in the case provided for in point c) of the previous section, and the
payment of the first instalment shall be made within the voluntary tax return period for that
tax period.

The due date and payment of each of the four remaining annual instalments, together with
the late payment interest accrued for each of them, shall occur successively one year after
the end of the voluntary declaration period referred to in the previous section.

The taxpayer may request a reduction of the guarantee provided in accordance with point b)
in the proportion of the payment made to the total amount of the instalment.

Except for the special provisions included in this section, the provisions of General
Provincial Regulation 2/2005, of 10 March, on Taxation in the Historical Territory of Bizkaia,
and its implementing regulations shall apply to this payment by instalments, with regard to
the accrual of interest for late payment and the provision of guarantees.

Notwithstanding the provisions of the previous section, the payment by instalments shall
cease to be valid and the entire remaining instalment shall be payable, together with the
applicable late payment interest, in the following cases:

a) When the assets in question are transferred to third parties.

b) When the assets and liabilities in question are subsequently transferred to a third state
other than those referred to in the first paragraph of Section 7 above.

c) When the activity carried out by the permanent establishment is subsequently

transferred to a third state other than those referred to in the first paragraph of Section 7
above.
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10.

d) When the taxpayer is in the process of liquidation or is involved in collective
enforcement proceedings, such as insolvency proceedings, or any equivalent
proceedings.

e) When the taxpayer does not make the payment within the period established for the
payment by instalments.

For items referred to in points a) and b) of this section, in the case of a partial transfer or
assignment of the assets, the instalment payments shall lose their validity only in relation to
the proportional part of the tax liability concerning the positive difference between the
market value and the tax value of those items, where the taxpayer proves that the transfer
or assignment affects only some of the assets.

In scenarios involving the loss of validity referred to in points a), b), and c) of this section,
the amounts for which the payment by instalments has lost its validity must be paid within
one month of the loss of validity of the payment by instalments. Failure to pay within the
aforementioned period of one month will mean that, solely for the amounts for which the
payment by instalments has ceased to be valid, the enforced collection procedure will be
initiated, with collection being required within the periods referred to in Article 60.3 of
General Provincial Regulation 2/2005, of 10 March, on Taxation in the Historical Territory of
Bizkaia. The amount paid will be applied to the last instalments of the payment by
instalments. If the amounts demanded are not paid within these deadlines, the rest of the
instalments shall be considered overdue, and the corresponding enforcement procedure
shall be initiated for them.

The loss of validity of the instalment payment referred to in point d) of this section shall
determine the due date and payment of the entire outstanding debt within one month of it
arising.

Failure to pay within the aforementioned period will trigger the enforcement period and the
enforcement procedure shall be initiated in accordance with the terms set out in Article
171.1 of General Provincial Regulation 2/2005, of 10 March, on Taxation in the Historical
Territory of Bizkaia.

In the event of loss of validity of the instalment payment referred to in point e€) of this
section, the enforcement procedure shall be initiated exclusively in relation to the unpaid
instalment, with its collection being required within the periods referred to in Article 60.3 of
General Provincial Regulation 2/2005, of 10 March, on Taxation in the Historical Territory of
Bizkaia. The amount of this instalment, the interest for late payment accrued from the day
following the expiry of the deadline for payment in the voluntary period until the date of
expiry of the period granted, with the surcharge for the enforcement period on the sum of
both items being due.

If the amounts due in accordance with the previous paragraph are not paid, the rest of the
outstanding amounts shall be considered overdue, and the enforcement procedure shall be
initiated for all debts. Interest on late payment shall be due from the day following the due
date for payment in the voluntary period until the due date for payment of the unpaid part.

Where assets are transferred to Spain or activities are transferred which, in accordance with
the provisions of Article 5 of Council Directive (EU) 2016/1164 of 12 July 2016 laying down
rules against tax avoidance practices that directly affect the functioning of the internal
market, have been subject to exit taxation in a Member State of the European Union, the
value determined by the Member State from which the assets were transferred shall be
considered to be the tax value in Spain, unless it does not reflect the market value.

The provisions of Section 6 of this article shall not apply, and therefore, the difference
between the market value and the tax value of the assets transferred shall not be included
in the tax base, when such a transfer is related to the financing or delivery of guarantees or
when it has been carried out to comply with prudential capital requirements or for liquidity
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11.

management purposes, provided that it is expected that they must return to Spanish
territory to be allocated within a maximum period of one year.

The following shall not be tax deductible:

a)

b)

d)

Expenses or losses corresponding to transactions carried out with the head office or
with one of its permanent establishments, as well as with a person or entity related to
said head office or one of its permanent establishments, when, as a consequence of a
different tax classification in the attribution of income for said head office or permanent
establishments, no income is generated, or income is generated that is exempt or
subject to the elimination of double taxation.

Expenses or losses relating to transactions with a permanent establishment of the head
office or of a related person or entity which do not generate income, or which generate
income that is exempt or subject to the elimination of double taxation, as a result of the
permanent establishment not being recognised for tax purposes as such in the country
or territory in question.

Estimated expenses for internal transactions with the head office or with one of its
permanent establishments or those of a related person or entity, in which, due to the
legislation of the beneficiary's country or territory, no income is generated, or income is
generated that is exempt or subject to the elimination of double taxation, to the extent
that it is not offset by income of the head office or permanent establishment subject to
taxation under this Provincial Regulation and the legislation of the other country or
territory.

Expenses not deducted in accordance with the provisions of the preceding paragraph
may be offset in the tax periods ending in the following thirty years against the positive
net income obtained by the permanent establishment that is subject to taxation in
accordance with this Provincial Regulation and the legislation of the other country or
territory.

Expenses or losses corresponding to operations of the permanent establishment which
are also tax deductible for the head office, or a related person or entity, to the extent
that they are not offset by income subject to taxation under this Provincial Regulation
and the legislation of the other country or territory.

Amounts not deducted in accordance with the provisions of the preceding paragraph
may be offset in the tax periods ending in the following thirty years against the positive
net income obtained by the permanent establishment that is subject to taxation in
accordance with this Provincial Regulation and the legislation of the other country or
territory.

For the purposes of this section:

a) Income shall be considered to be taxable under this Provincial Regulation and the
legislation of another country or territory when said income is neither exempt nor
subject to the elimination of double taxation.

b) In addition to what is specified in Article 15.2 of this Provincial Regulation, the
following shall be regarded as related persons or entities:

a') A person or entity acting jointly with another person or entity in relation to voting
rights or ownership of the capital of an entity. Said person or entity shall be
treated as the holder of an interest in relation to all voting rights or equity
ownership in that entity held by the other person.

b) An entity over whose management the taxpayer has a significant influence or
an entity that has a significant influence over the management of the taxpayer.
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Article 19. Tax debt.

1.

1.

The tax base determined in accordance with the provisions of the preceding article shall be
taxed at the corresponding rate from among those set out in Article 56(1) of the Provincial
Regulation on Corporation Tax, except when the activity of the permanent establishment is
the exploration, research, and exploitation of deposits and the underground storage of
natural hydrocarbons, in which case the tax rate set out in Article 56(6) of the Provincial
Regulation on Corporation Tax shall apply.

In addition, when income obtained by permanent establishments of non-resident entities is
transferred abroad, supplementary taxation at the rate of 20% shall be payable on the
amounts transferred out of the income of the permanent establishment, including the
payments referred to in Article 18(1)(a) of this Provincial Regulation, which have not been
deductible expenses for the purposes of establishing the tax base of the permanent
establishment.

The self-assessment and payment of this supplementary tax shall be made in the form and
within the deadlines established for income obtained without the intervention of a
permanent establishment.

Supplementary taxation shall not apply:

a) To income obtained in the territory of Bizkaia through permanent establishments by
entities whose tax residence is in a Member State of the European Union.

b) To income obtained in the territory of Bizkaia through permanent establishments by
entities whose tax residence is in a state that has signed a double taxation avoidance
agreement with Spain, unless expressly provided otherwise, provided that there is
reciprocal treatment.

The net tax liability and the tax liability may be reduced in the following cases:

a) The amount of the deductions referred to in Chapters Il and Il of Title V of the
Provincial Regulation on Corporation Tax, applying the rules on minimum taxation
established in Article 59 of the aforementioned Provincial Regulation.

b) The amount of withholdings, prepayments, and instalments under the terms established
in Article 68 of the Provincial Regulation on Corporation Tax.

The various deductions shall be made based on the circumstances of the permanent
establishment, and those of the same taxpayer's other establishments may not be carried
forward.

When the withholdings, prepayments, and payments in instalments actually made exceed
the amount resulting from applying the deductions referred to in point a) of Section 4 of this
article to the net tax liability, the tax authorities shall automatically refund the excess, in
accordance with the deadlines and conditions set out in Article 129 of the Provincial
Regulation on Corporation Tax.

Article 20. Tax period and accrual.

The tax period shall coincide with the financial year declared by the permanent
establishment, but may not exceed 12 months.

If no other period has been declared, the tax period shall be understood to be the calendar
year.
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3.

The natification of the tax period must be carried out at the time when the first self-
assessment for this tax must be submitted, and is understood to be valid for subsequent
periods as long as it is not explicitly modified.

The tax period shall be deemed to end when the permanent establishment ceases to
operate or otherwise disposes of the investment made in relation to the permanent
establishment, as well as when the permanent establishment transfers its activity abroad,
when the permanent establishment is transferred to another individual or entity, when the
head office relocates its residence, or when the owner passes away.

The tax is due on the last day of the tax period.

Article 21. Self-assessment.

1.

Permanent establishments shall be obliged to submit a self-assessment, calculating and
paying the corresponding tax debt, in the manner, place, and with the documentation
determined by the Provincial Councillor for Treasury and Finances.

The self-assessment shall be submitted within 25 calendar days following the six months
after the end of the tax period.

When the circumstances referred to in Article 20.2 of this Provincial Regulation occur, the
deadline for filing will be the one generally established for income obtained without the
intervention of a permanent establishment from the date on which the circumstances arise,
and the cancellation of the entities register cannot be authorised until the self-assessment
has been filed.

Article 22. Accounting, registration, and formal obligations.

1.

Permanent establishments shall be obliged to keep separate accounts for the transactions
they carry out and for the assets and liabilities assigned to them.

They shall also be obliged to comply with the other accounting, registration, or formal
obligations required of resident entities by the regulations governing Corporation Tax in the
Historical Territory of Bizkaia.

Article 23. Payments on account.

1.

Permanent establishments shall be obliged, where applicable, to make payments on
account for the settlement of this Corporation Tax on the same terms as resident entities
subject to the Provincial Regulation on Corporation Tax.

They will also be obliged to make withholdings and prepayments on the same terms as
resident entities subject to the Provincial Regulation on Corporation Tax.

CHAPTER IV

INCOME OBTAINED WITHOUT THE INTERVENTION OF A PERMANENT ESTABLISHMENT

Article 24. Tax base.

1.

In general, the tax base for the income that taxpayers for this tax obtain without the
intervention of a permanent establishment shall consist of the full amount of that income,
determined in accordance with the provisions of Provincial Regulation 13/2013, of 5
December, on Personal Income Tax, with no reductions being applicable.

With regard to the provision of services, technical support, installation, or assembly work
arising from engineering contracts and, in general, activities or economic operations carried
out without the intervention of a permanent establishment, the tax base will be equal to the
difference between the entirety of the income and the costs of personnel, the supply of
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materials used in the works or projects, and supplies, in accordance with the conditions
established by the corresponding regulations.

3. The tax base for income from reinsurance operations shall consist of the amounts of
premiums ceded, under reinsurance, to the non-resident reinsurer.

4. The tax base for capital gains shall be determined by applying, to each capital transaction,
the provisions laid down in Chapter V of Title IV, except Article 41(1) and Article 48(1), as
well as Article 52 of Provincial Regulation 13/2013, of 5 December, on Personal Income
Tax.

In the case of non-resident entities, where the capital gain arises from a gratuitous
acquisition, its amount shall be the fair market value of the asset acquired.

For capital gains referred to in point c') of point k) of Article 13(2) of this Provincial
Regulation arising from the transfer of rights or holdings in entities resident in countries or
territories with which there is no effective exchange of tax information, in accordance with
the provisions of the Twenty-Fourth Additional Provision of the General Provincial
Regulation on Taxation in the Historical Territory of Bizkaia, the transfer value shall be
determined in proportion to the market value at the time of the transfer of the real estate
located in the territory of Bizkaia, or of the rights of enjoyment over said real estate.

6. For taxpayers resident in another Member State of the European Union, the following
special rules shall apply:

1. In order to determine the tax base for the income obtained without the intervention of a
permanent establishment, the following may be deducted:

a) In the case of individuals, the expenses provided for in Provincial Regulation
13/2013, of 5 December, provided that the taxpayer proves that they are directly
related to the income obtained in Spain and that they have a direct and inseparable
economic link with the activity carried out in Spain.

b) For entities, deductible expenses in accordance with the provisions of Provincial
Regulation 11/2013, of 5 December, on Corporation Tax, provided that the taxpayer
proves that they are directly related to the income obtained in Spain and that they
have a direct and inseparable economic link with the activity carried out in Spain.

2. The tax base for capital gains shall be determined by applying, to each capital
transaction, the provisions laid down in Chapter V of Title IV, except Article 48(1), as
well as Article 52 of Provincial Regulation 13/2013, of 5 December, on Personal Income
Tax.

The provisions of this section shall also apply to taxpayers resident in a Member State
of the European Economic Area with which there is an effective exchange of tax
information under the terms provided for in the 24th Additional Provision of General
Provincial Regulation 2/2005, of 10 March, on Taxation in the Historical Territory of
Bizkaia.

Article 25. Tax payable.

1. The tax payable shall be obtained by applying the following tax rates to the tax base
determined in accordance with the previous article:

a) Generally speaking, 24%. However, the tax rate shall be 19% for taxpayers resident in
another Member State of the European Union or of the European Economic Area with
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which there is an effective exchange of tax information, under the terms set out in the
24th Additional Provision of General Provincial Regulation 2/2005, of 10 March, on

Taxation in the Historical Territory of Bizkaia.
b) Pensions and other similar benefits received by non-resident natural persons referred to

in Article 1 of this Provincial Regulation, regardless of the person who has generated
the right to receive them, will be taxed in accordance with the following scale:

Annual amount pension Contribution in Remaining pension Applicable rate

up to Euros Euros up to Euros Percentage
0 0 12,000 8

12,000 960 6,700 30

18,700 2,970 Upwards 40

c) The income from work of non-resident natural persons referred to in Article 1 of this
Provincial Regulation, provided that they are not taxpayers of Personal Income Tax,
who render their services in diplomatic missions and consular representations of Spain
abroad, when the specific provisions derived from international treaties to which Spain
is a party are not applicable, shall be taxed at a rate of eight per cent.

d) Forincome from reinsurance operations, the rate shall be 1.5%.

e) The rate shall be four per cent for maritime or air navigation entities resident abroad,
whose ships or aircraft enter the territory of Bizkaia.

f) The rate shall be 19% for:
1. Dividends and other income derived from an entity's shareholders’ equity.
2. Interest and other income from the transfer of equity capital to third parties.
3. Capital gains arising from the transfer of assets.

g) Income from work received by natural persons who are not resident in Spanish territory
under a fixed-term contract for foreign seasonal workers, in accordance with the
provisions of labour legislation, will be taxed at a rate of two per cent.

With regard to transfers of real estate located in Bizkaia by taxpayers acting without a
permanent establishment, the acquirer shall be obliged to withhold and pay three per cent,
or to make the corresponding prepayment, of the agreed consideration, as a payment on
account of the tax due on them.

The prepayment referred to in this section shall not be applicable in relation to the
contribution of real estate or when incorporating or increasing the capital of companies
resident in Spanish territory.

Notwithstanding the penalties that may be applicable for the infringement incurred, if the
withholding or prepayment has not been paid, the assets transferred shall be subject to
payment of the lesser of the amount of the withholding or prepayment and the
corresponding tax.

For capital gains referred to in point c') of point k) of Article 13(2) of this Provincial
Regulation arising from the transfer of rights or holdings in entities resident in countries or
territories with which there is no effective exchange of tax information, in accordance with
the provisions of the 24th Additional Provision of the General Provincial Regulation on
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Taxation in the Historical Territory of Bizkaia, real estate located in the territory of Bizkaia
shall be subject to the payment of the tax.

However, if the owner of said real estate is an entity with tax residence in Spain, the rights
or shares in said entity which, directly or indirectly, are held by the taxpayer, will be subject
to the payment of the tax.

Article 26. Deductions.

Only the following shall be deducted from the tax liability:

a) Amounts corresponding to deductions for donations under the terms provided for in Article

91 of Provincial Regulation 13/2013, of 5 December, on Personal Income Tax.

b) Withholdings and prepayments made on the taxpayer's income.

Article 27. Accrual.

1.

The Tax will accrue:

a) Forincome, when it becomes due or on the date of collection, whichever is earlier.
b) For capital gains, when the change in assets takes place.

c)

d) In all other cases, when the corresponding income is due.

The presumed income referred to in Article 12(2) of this Provincial Regulation shall accrue
when it becomes payable or, failing that, on 31 December of each year.

In the event of the death of the taxpayer, all income pending imputation shall be regarded
as due on the date of death.

Article 28. Self-assessment.

1.

Taxpayers who obtain income without the intervention of a permanent establishment shall
be obliged to submit a self-assessment, determining and paying the corresponding tax debt,
for this tax in the manner, place, and by the deadlines established by the Provincial
Councillor for Treasury and Finances.

Those jointly and severally liable as defined in Article 9 of this Provincial Regulation may
also carry out the self-assessment and payment of the debt.

Taxpayers shall not be required to submit the self-assessment corresponding to the income
in relation to which the withholding or prepayment referred to in Article 31 of this Provincial
Regulation has been made, except for capital gains deriving from the redemption of units in
investment funds regulated in Law 35/2003, of 4 November, on collective investment
institutions, when the withholding made has been less than the tax payable calculated in
accordance with the provisions of Articles 24 and 25 of this Provincial Regulation.

Article 29. Formal obligations.

1.

Taxpayers who obtain income referred to in Article 24(2) of this Provincial Regulation shall
be obliged to keep the income and expenditure records established by the corresponding
regulations.
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2.

When they have to make withholdings and prepayments, they shall be obliged to be entered
in the entities register and to keep the records of income and expenditure determined by the
corresponding regulations.

Article 30. Retentions.

1.

The payments in instalments made by the permanent establishments and the withholdings
and prepayments of tax levied on the income they receive shall be demanded in
accordance with the rules laid down in Sections 2 and 3 of Chapter | of the Economic
Agreement.

Withholdings and payments on account corresponding to income obtained by taxpayers
operating without a permanent establishment shall be levied by the Bizkaia Provincial
Council, in accordance with the provisions of this Provincial Regulation, where the income is
deemed to have been obtained in Bizkaia in accordance with Article 13 of this Provincial
Regulation.

Notwithstanding the provisions of the previous paragraph, in the cases referred to in points
f), g) and a") of point h) and a') and c') of point k) of Article 13(2) and Article 13(3) of this
Provincial Regulation, withholdings shall be levied by the Bizkaia Provincial Council in
proportion to the trading volume generated in Bizkaia corresponding to the party obliged to
withhold, applying the specific rules of Section 3 of Chapter | of the Economic Agreement.

In the cases referred to in the previous paragraph, withholdings shall be paid in accordance
with the regulations of the Historical Territory of Bizkaia where the regulations of the
Historical Territory of Bizkaia on Corporation Tax or on this tax apply to the paying entity or
establishment.

Article 31. Withholding and prepayment obligation.

1.

The following parties shall be obliged to make withholding and prepayment with regard to
income subject to this tax, which they pay or receive:

a) Entities, including entities under the attribution regime, resident in Spanish territory.

b) Natural persons resident in Spanish territory who carry out economic activities, in
relation to the income they pay or receive in the course of said activities.

c) Taxpayers of this tax through a permanent establishment or acting without a permanent
establishment, although, in this case, only with regard to the income earned from work,
as well as with regard to other income subject to withholding tax that constitutes a
deductible expense for obtaining the income referred to in Article 24(2) of this Provincial
Regulation.

Those liable to withhold tax shall withhold or make a prepayment an amount equivalent to
that resulting from applying the provisions laid down in this Provincial Regulation to
determine the tax debt corresponding to taxpayers for this tax without a permanent
establishment or those established in an applicable double taxation avoidance agreement,
without taking into consideration the provisions of Articles 24(2) and (6), 26 and 33(7) of this
Provincial Regulation.

Notwithstanding the above, the calculation of the prepayment shall be governed by the
provisions of the corresponding regulations.

Irrespective of the provisions of the first paragraph of this section, for redemptions of units in
investment funds regulated by Law 35/2003, of 4 November, on collective investment
institutions, the basis for calculating the withholding tax shall be as determined by the
corresponding regulations.
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3. Those obliged to withhold or make a prepayment shall assume the obligation to make the
payment to the Provincial Treasury, and failure to do so shall not excuse them from this
obligation.

4. Notwithstanding the obligation to declare provided for in Section 5 of this article, no
withholding or prepayment shall be made when the income is exempt by virtue of the
provisions of Article 14 of this Provincial Regulation or of an applicable double taxation
avoidance agreement.

Withholding shall not be required in relation to:

a) Income earned or paid to taxpayers for this tax without a permanent establishment,
when the payment of the tax or the applicability of the exemption is accredited.

b) The income referred to in point c) of Section 4 of the 14th Additional Provision of the
Provincial Regulation on Corporation Tax.

c) The income established by the corresponding regulations.

5. Those obliged to withhold tax and make prepayments must submit a self-assessment and
pay the amounts withheld or prepayments made to the Provincial Treasury in the place, in
the manner, and respecting the deadlines established by the Provincial Councillor for
Treasury and Finances, or a negative self-assessment when these have not been made.
They shall also submit an annual summary of withholdings and prepayments with the
content to be determined by the corresponding regulations.

Those obliged to make withholdings and prepayments shall be obliged to keep the
corresponding documentation and to issue, under conditions to be determined, a certificate
certifying the withholdings and prepayments made.

6. The provisions of this article shall be understood notwithstanding the provisions of Article
25(2) of this Provincial Regulation.

Article 32. Withholding obligations on earned income in the event of a change of
residence.

Employees who, not being taxpayers for this tax, are going to acquire this status as a result of
their travel abroad, may notify the tax authorities, stating the date of departure from Spanish
territory, for the sole purpose of the payer of the income from work treating them as taxpayers
for this tax.

In accordance with the procedure established by the corresponding regulations, the tax
authorities shall issue a document certifying this to employees who make such a request, which
they shall communicate to the payer of their income from employment who is resident or with a
permanent establishment in Spanish territory, and which shall state the date from which
withholdings and prepayments shall be made for this tax.

This does not exempt the employee from certifying his or her new tax residence to the tax
authorities.

CHAPTER V
SPECIAL LEVY ON PROPERTY OF NON-RESIDENT ENTITIES

Article 33. Special levy on real estate of non-resident entities.
1. Entities resident in a country or territory considered to be a tax haven, which own or

possess in Bizkaia, in any manner, real estate or rights in rem of enjoyment or use over it,
shall be subject to this tax by means of a special levy which shall accrue on 31 December of
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each year and must be declared and paid in the month of January following the accrual, in
the place and form established by the Provincial Councillor for Treasury and Finances.

The tax base of the special levy shall be the assessed value of the real estate. Where there
is no assessed value, the value determined in accordance with the provisions applicable for
wealth tax purposes shall be used.

The rate of the special levy shall be three per cent.

Failure by taxpayers to self-assess and pay the special levy within the period established in
Section 1 above will give rise to its enforceability through the procedure for the seizure of
property, with the certificate issued by the tax authorities on the expiry of the voluntary
payment period without having paid the levy and the corresponding amount being sufficient
grounds for its commencement.

For transfers of real estate located in Bizkaia by entities subject to the special levy, the
assets transferred shall be subject to the payment of the amount of said special levy.

The Special Levy on Real Estate will not be payable for:

a) Foreign states and public institutions and international organisations.

b) Entities that carry out in Spain, on a continuous or regular basis, economic activities
other than the simple holding or leasing of property, in accordance with the provisions of
the corresponding regulations.

c) Companies listed on officially recognised secondary securities markets.

In cases in which one of the entities mentioned in Section 1 above holds an ownership
interest in the assets or rights together with one or more other persons or entities, the
Special Levy on Real Estate of Non-resident Entities will be payable for the part of the value
of the assets or rights that corresponds proportionally to their share in the ownership of the
assets or rights.

The amount of the Special Levy on Real Estate Assets of Non-resident Entities shall be
regarded as a deductible expense for the purposes of determining the tax base of the tax
which, where applicable, would be due in accordance with the previous articles of this
Provincial Regulation.

CHAPTER VI
ENTITIES UNDER THE INCOME ATTRIBUTION REGIME

Article 34. Entities under the income attribution regime.

1.

The entities referred to in Article 7 of this Provincial Regulation which include among their
members taxpayers liable to this tax shall apply the provisions of Section 2 of Chapter VI of
Title IV of the Provincial Regulation on Personal Income Tax, with the special provisions
provided for in this chapter depending on whether they are entities incorporated in Spain or
abroad.

Moreover, the members of the entities referred to in the previous section who are taxpayers
of this tax shall apply the special provisions set out in this chapter.
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SECTION 1
ENTITIES UNDER THE INCOME ATTRIBUTION REGIME INCORPORATED IN SPAIN

Article 35. Entities that carry out an economic activity.

For entities under the income attribution regime that carry out an economic activity in the
territory of Bizkaia, non-resident members shall be taxpayers of this tax with a permanent
establishment.

Article 36. Entities that do not carry out an economic activity.

1. For entities under the income attribution regime that do not carry out an economic activity in
the territory of Bizkaia, the non-resident members shall be taxpayers of this tax without a
permanent establishment and the part of the income attributable to them shall be
determined in accordance with the provisions of Chapter IV of this Provincial Regulation.

2. In such circumstances, and notwithstanding the provisions of Section 3, the entity under the
income attribution regime shall be obliged to make a prepayment of the difference between
the part of the withholding tax corresponding to the non-resident member and the
withholding tax that would have resulted if the provisions of Article 31 of this Provincial
Regulation had been applied directly to the attributed income.

3. For transfers of real estate located in the territory of Bizkaia, when any of the members of
the entity under the income allocation regime are non-residents, the acquirer shall withhold
from the part of the agreed consideration corresponding to those members, the withholding
tax resulting from the application of the provisions of Article 25(2) of this Provincial
Regulation.

4. The Provincial Deputy for Treasury and Finances shall determine the form, place, and
deadlines in which the obligation referred to in Section 2 is to be fulfilled.

SECTION 2
ENTITIES UNDER THE INCOME ATTRIBUTION REGIME INCORPORATED ABROAD

Article 37. Entities under the income attribution regime incorporated abroad.

Entities incorporated abroad whose legal nature is identical or similar to that of entities under the
income attribution regime incorporated in accordance with Spanish law shall be regarded as
entities under the income attribution regime.

Article 38. Entities with a presence in Spanish territory.

1. When an entity under the income attribution regime incorporated abroad carries out an
economic activity in the territory of Bizkaia, and all or part of this activity is carried out,
continuously or on a regular basis, through installations or workplaces of any kind, or acts
there through an agent authorised to enter into contracts, in the name and on behalf of the
entity, it shall be a taxpayer of this tax and shall submit, under the terms established by the
Provincial Councillor for Treasury and Finances, an annual self-assessment in accordance
with the following rules:

1. The tax base will be constituted by the part of the income, wherever it is obtained,
determined in accordance with the provisions of Article 55 of the Provincial Regulation
on Personal Income Tax, which is attributable to the non-resident members of the
entity.

2. The net tax liability is determined by applying to the tax base the tax rate established in
Article 56(1)(a) of the Provincial Regulation on Corporation Tax.
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3. Said liability shall be reduced by applying the allowances and deductions permitted by
Article 19(4) of this Provincial Regulation for taxpayers operating through a permanent
establishment, as well as payments on account, in all cases for the proportion
corresponding to the income attributable to non-resident members.

These entities must file the informative return referred to in Article 56 of the Provincial
Regulation on Personal Income Tax for the part of the income attributable to the resident
members of the entity.

The taxpayers referred to in Section 1 above shall be obliged to make payments in
instalments on account of this tax, filing a self-assessment and paying the amount in
accordance with the conditions determined by the corresponding regulations.

In the event that any of the non-resident members of the entities referred to in Section 1
above invoke a double taxation agreement, the contributions paid by the entity shall be
deemed to have been paid by them in relation to their share.

Article 39. Entities without a presence in Spanish territory.

1.

When an entity under the income attribution regime incorporated abroad obtains income in
the territory of Bizkaia without carrying out an economic activity in that territory in the
manner provided for in Section 1 of the previous article, the non-resident members shall be
taxpayers of this tax without a permanent establishment and the part of the income
attributable to them shall be determined in accordance with the provisions of Chapter IV of
this Provincial Regulation.

The provisions of Article 55(2) of the Provincial Regulation on Personal Income Tax shall
not apply to withholdings or prepayments on income obtained in Spanish territory.
Withholdings and prepayments shall be made as follows:

a) If the residence of the members of the entity and the proportion in which the income is
attributed are credited to the payer, withholding tax shall be levied on each member in
accordance with their individual taxation circumstances.

b) When the payer does not consider the circumstances described in the previous point to
be certified, this party shall make the withholding or prepayment in accordance with the
provisions of this tax, without taking into account the place of residence of its members
or the exemptions provided for in Article 14 of this Provincial Regulation. The
withholding tax rate shall be that which applies in accordance with Article 25(1) of this
Provincial Regulation.

When the entity under the income attribution regime is incorporated in a country or territory
regarded as a tax haven, the withholding tax to be applied shall, in any case, follow the rule
established in point b) above.

The withholding and prepayment shall be deductible from the personal taxation of the
partner, heir, co-owner, or unit-holder, in the same proportion in which the income is
attributed.

For transfers of real estate located in the territory of Bizkaia, when any of the members of
the entity under the income allocation are non-residents, the acquirer shall withhold the
withholding resulting from the application of the provisions of Article 25(2) of this Provincial
Regulation from the part of the agreed consideration that corresponds to said members.

The entities referred to in this article shall not be subject to the reporting obligations referred
to in Article 56 of the Provincial Regulation on Personal Income Tax.
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CHAPTER VI
OTHER PROVISIONS

Article 40. Option for taxpayers resident in Member States of the European Union.

1.

Taxpayers for this tax, who are a natural person resident of a Member State of the
European Union, provided that they can prove that they have their domicile or habitual
residence in a Member State of the European Union, may opt to pay tax in the Historical
Territory of Bizkaia as a taxpayer for Personal Income Tax, provided that the income listed
below has been effectively taxed during the Non-resident Personal Income Tax period and
that the following circumstances are met:

a) They have obtained at least 75% of their total income in Spain during the financial year
from employment income and income from economic activities.

b) The income obtained during the financial year in the Basque Country is the majority of
the total income obtained in Spain.

c) The income obtained during the financial year in the Historical Territory of Bizkaia is
higher than that obtained in each of the other two Historical Territories.

For the purposes of the provisions of points a), b) and c¢) above, income shall be classified
and calculated on the basis of its net amount, in accordance with the provisions of
Provincial Regulation 13/2013, of 5 December, on Personal Income Tax.

The taxable income shall consist of all the income obtained in Spain by taxpayers who use
the optional regime regulated in this article. Income shall be calculated on the basis of its
net amount, determined in accordance with the provisions of the Provincial Regulation on
Personal Income Tax.

The applicable tax rate shall be the average rate resulting from applying the Personal
Income Tax provisions to all the income obtained by the taxpayer in the period, regardless
of the place where it was generated and whatever the payer’'s residence, taking into
account the personal and family circumstances that have been duly accredited.

The average tax rate shall be expressed to two decimal places.

The tax payable will be the result of applying the average tax rate to the part of the taxable
income, calculated in accordance with the Personal Income Tax provisions, corresponding
to the income obtained by the non-resident taxpayer in Spanish territory during the tax
period in question.

In order to determine the tax period and the accrual of the tax, the provisions of the
Provincial Regulation on Personal Income Tax for taxpayers liable for said tax shall apply.

Natural persons to whom the optional regime regulated in this article applies shall not lose
their status as taxpayers for Non-resident Personal Income Tax.

Under no circumstances shall the optional regime be applicable to taxpayers resident in
countries or territories classified by the corresponding regulations as tax havens.

Taxpayers liable for this tax who form part of any of the types of family unit established in
Article 98 of the Provincial Regulation on Personal Income Tax, may request that the
optional regime regulated in this article be applied to them, taking into account the
provisions on joint taxation contained in Title X of the aforementioned Provincial Regulation,
provided that the conditions established in the corresponding regulations are met.
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9. The provisions of this section shall also apply to taxpayers resident in a Member State of
the European Economic Area with which there is an effective exchange of tax information
under the terms provided for in the 24th Additional Provision of General Provincial
Regulation 2/2005, of 10 March, on Taxation in the Historical Territory of Bizkaia.

10. The content of this optional regime shall be laid down in the corresponding regulations.
Article 41. Provisional settlement.

1. The tax management bodies may issue the appropriate provisional settlement, in
accordance with the provisions of Article 124 of the General Provincial Regulation on
Taxation in the Historical Territory of Bizkaia.

2. The above shall be understood notwithstanding the subsequent verification and
investigation that may be carried out by the tax authorities.

Article 42. Succession regarding tax debt.

In the event of the death of the taxpayer, the successors of the deceased will be obliged to
comply with the tax obligations of the taxpayer for this tax, excluding penalties, in accordance
with the provisions of Article 38 of the General Provincial Regulation on Taxation in the
Historical Territory of Bizkaia.

Article 43. The taxpayer's financial liability.

Tax debts for Non-resident Personal Income Tax shall have the same status as those referred
to in Article 1,365 of the Civil Code and, consequently, the community property shall be directly
liable to the Provincial Treasury for the debts which, in this regard, have been incurred by either
of the spouses.

The provisions of the previous paragraph shall be applicable to common-law couples, when the
financial property regime established by them is applicable to said provision of the Civil Code
and the taxpayer operates through a permanent establishment.

Article 44. Infringements and penalties.

Tax offences under this tax shall be classified and penalised in accordance with the provisions
of the General Provincial Regulation on Taxation in the Historical Territory of Bizkaia and the
regulations issued to implement this Regulation.

Article 45. Jurisdiction.

The contentious-administrative jurisdiction, after exhausting the economic-administrative
channels, shall be the only competent jurisdiction to settle legal and factual disputes that arise
between the tax authorities and taxpayers, withholders, and other taxpayers in relation to any of
the issues referred to in this Provincial Regulation.

Article 46. Deduction of payments on account of Personal Income Tax.

When a taxpayer acquires this status due to a change of residence, payments on account of
Personal Income Tax made from the beginning of the year until the change of residence is
accredited to the tax authorities, when said payments on account correspond to income subject
to this tax received by the taxpayer, shall be considered to be withholdings or prepayments of
this tax.
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ADDITIONAL PROVISIONS
One. Regulatory references.

All references present in the tax regulations of the Historical Territory of Bizkaia that refer to
Provincial Regulation 5/1999, of 15 April, on Non-resident Personal Income Tax, which is
repealed by this Provincial Regulation, shall be understood to refer to the corresponding legal
principles of this Regulation.

Two. Capital reduction or distribution of share premiums.

The income derived from the distribution of issue premium on shares or holdings, or from the
capital reduction, will not be subject to withholding or prepayment of Non-resident Personal
Income Tax. The corresponding regulations may establish the obligation to make withholdings
or prepayment in these cases.

Three. Distribution of profits and transfer of holdings of holding companies for Non-
resident Personal Income Tax.

1. Where profits obtained in years in which the special regime for holding companies has been
applicable are distributed, regardless of the entity distributing the profits obtained by said
companies, the time at which the distribution is made and the tax regime applicable to the
entities at that time, natural persons with a permanent establishment who are taxpayers of
Non-resident Personal Income Tax shall apply the provisions of Section 1 of the 5th
Additional Provision of the Provincial Regulation on Corporation Tax.

2. In the event of the transfer of shares in holding companies, regardless of the time at which
the transfer is made and the tax regime applicable to the entities at that time, provided that
the transferring party is a natural person with a permanent establishment who is a taxpayer
of Non-resident Personal Income Tax, the provisions of Article 47(1)(c) of the Provincial
Regulation on Personal Income Tax shall apply.

Four. Amicable procedures.

1. Disputes that may arise with the administrations of other States in the application of
international conventions and treaties shall be resolved in accordance with the amicable
procedures provided for in the conventions or treaties themselves, notwithstanding the right
to lodge any appeals or claims that may be appropriate.

2. The provisions of this additional provision shall also apply to the mechanisms for resolving
disputes with other Member States of the European Union arising from international
conventions and treaties providing for the elimination of double taxation of income and,
where applicable, wealth, as referred to in Council Directive (EU) 2017/1852 of 10 October
2017 on tax dispute resolution mechanisms in the European Union. The agreement reached
shall apply irrespective of the time limits established in domestic law.

3. The implementation of the agreement reached between the two administrations in the
context of an amicable procedure will take place at the moment or during the period when
the agreement becomes final.

For these purposes, the agreement shall be deemed to become final on the date of receipt
of the last notification from the competent authorities informing the competent authorities of
the other States in question of the acceptance by the persons concerned of the content of
the agreement and their waiver of the right to appeal with regard to the elements of the tax
liability that were the subject of the amicable procedure. Where appeals have already been
initiated, the agreement shall only become final once the person concerned provides
evidence to the competent authorities of the Member States in question that measures have
been taken to terminate those procedures concerning the elements of the tax liability that
have been the subject of the amicable procedure.
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To this end, the procedure for the resolution of these amicable procedures, as well as for
the implementation of the resulting agreement, shall be established by the corresponding
regulations.

The tax authorities shall be responsible for processing the procedure, preparing the reports,
and adopting the agreements necessary to establish the Spanish position on the matter,
and shall send the corresponding file to the competent authority of the Kingdom of Spain to
carry out the international phase of the procedure applicable in each instance, in
accordance with the provisions of the aforementioned conventions and treaties.

No appeal may be lodged against these resolutions, notwithstanding the appeals provided
for in relation to the administrative action or actions adopted in implementing these
resolutions.

1. In amicable procedures, payment of the debt shall be automatically suspended at the
request of the interested party when the amount of the debt, the interest for late
payment generated by the suspension, and the surcharges that may be applicable at
the time of the request for suspension are guaranteed, under the terms established by
the corresponding regulations.

The payment of the debt may not be suspended in accordance with the provisions of
the previous paragraph, as long as the suspension may be requested in administrative
or jurisdictional proceedings.

2. The guarantees admissible to obtain the automatic suspension referred to in the

previous number shall be exclusively the following:
a) Deposit of money or public securities.

b) Joint and several guarantee or surety from a credit institution or mutual guarantee

company or surety insurance certificate.

3. If the amicable procedures do not involve the entire debt, the suspension provided for in
this section shall be limited to the amount affected by the amicable procedures.

In the event that, in accordance with the provisions of Section 1, amicable procedures
provided for in international conventions or treaties are carried out simultaneously with a
review procedure regulated in Title V of General Provincial Regulation 2/2005, of 10 March,
on Taxation in the Historical Territory of Bizkaia, the review procedure shall be suspended,
solely with regard to the elements of the tax liability that are the subject of the amicable
procedures, until the end of said proceedings.

In those cases where the existence of penalties excludes eligibility for the arbitration phase
of the amicable procedure, the provisions of Section 7 shall not apply where an
administrative appeal has been lodged against the imposition of penalties. In this instance,
access to the arbitration committee of the amicable procedures shall be denied until a
definitive administrative or judicial decision has been reached in relation to the penalty.

In proceedings under Convention 90/436/EEC, the lodging of any administrative or
contentious-administrative appeal or complaint against the penalties imposed, as referred to
in Section 10, shall suspend the amicable procedures from the lodging of the first
appropriate appeal until such time as a final administrative or judicial decision has been
taken in relation to the penalty.
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The amicable procedures provided for in the previous paragraph shall not be initiated or
shall be grounds for terminating them if the undertakings concerned have been the subject
of a final penalty, under the terms set out in Section 10 of this provision.

10. For the purposes of Sections 8 and 9, the following shall be considered as penalties:

a) The penalties for offences against the Public Treasury referred to in Articles 305 and
305 bis of the Criminal Code;

b) The penalties for the infringements referred to in Articles 196, 197, and 198 of General
Provincial Regulation 2/2005, of 10 March, on Taxation in the Historical Territory of
Bizkaia, provided that any of the classification criteria set out in points b) and c) of
Article 191(1) of said General Provincial Regulation 2/2005, of 10 March, on Taxation in
the Historical Territory of Bizkaia, are met;

c) The penalties set out in Article 46. 2 b) of Provincial Regulation 11/2013, of 5
December, on Corporation Tax, provided that any of the classification criteria set out in
points b) and c) of Article 191(1) of General Provincial Regulation 2/2005, of 10 March,
on Taxation in the Historical Territory of Bizkaia are met. For these purposes, the
references made in the aforementioned Article 191 of General Provincial Regulation
2/2005, of 10 March, on Taxation in the Historical Territory of Bizkaia, to declarations
shall be understood to be made to the transfer pricing documentation.

Notwithstanding point c), penalties for infringements arising from the submission of
incomplete documentation shall not be regarded as penalties for the purposes of Sections 8
and 9 where this does not seriously hinder the quantification or determination of the market
value.

11. The procedures referred to in this provision are governed by their specific regulations and,
insofar as applicable, by tax regulations.

12. The members of the advisory committee or of the alternative resolution committee set up
within the framework of an amicable procedure shall be bound by the strictest and most
complete confidentiality with regard to the tax data known to them in their capacity as such
in accordance with the provisions of Article 94 of General Provincial Regulation 2/2005, of
10 March, on Taxation in the Historical Territory of Bizkaia. Violation of this duty may result
in legal liabilities that may arise under Spanish law and, for these purposes, the members of
these committees will be regarded as authorities.

The provisions of the preceding paragraph shall apply notwithstanding the application,
where appropriate, of the domestic legislation of the other States concerned within the
scope of their own jurisdiction.

Five. Partial exemption on capital gains derived from the transfer of certain real estate.

A 50% exemption shall apply to capital gains obtained without the intervention of a permanent
establishment in Spain, deriving from the sale of urban real estate located in the Historical
Territory of Bizkaia, acquired between 12 May 2012 and 31 December 2012.

The provisions of the preceding paragraph shall not apply when the circumstances are
applicable that are established in the second paragraph of the 37th Additional Provision of Law
35/2006, of 28 November, on Personal Income Tax and partially amending the Corporation Tax,
Non-resident Personal Income Tax, and Wealth Tax Laws, or for entities, the circumstances
foreseen in the last paragraph of the 16th Additional Provision of the revised text of the
Corporation Tax Law, approved by Royal Legislative Decree 4/2004 of 5 March.
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Six. Special tax on prizes from certain lotteries and gambling.

1.

The prizes included in point a) of Section 1 of the 18th Additional Provision of the Provincial
Regulation on Personal Income Tax, under the terms established therein, obtained by
taxpayers without a permanent establishment, and with the special provisions established
below, when the point of sale where the winning lottery or betting ticket or coupon is
purchased is located in Bizkaia, shall be subject to this tax by means of a special levy.

The prizes provided for in this additional provision shall be subject to withholding or
prepayment under the terms laid down in Article 31 of this Provincial Regulation and shall
be claimed by the Bizkaia Provincial Council when the point of sale where the winning
lottery or gambling ticket, share, or coupon is purchased is located in Bizkaia.

There shall also be a withholding or prepayment obligation where the prize is exempt under
the provisions of an applicable double taxation convention.

The withholding or prepayment rate shall be 20%. The withholding or prepayment base
shall be determined by the amount of the tax base of the special levy.

Taxpayers who have obtained the prizes provided for in this additional provision shall not be
obliged to submit a self-assessment for this special levy.

However, there will be an obligation to submit the aforementioned self-assessment when
the amount of the prize obtained is greater than the exempt amount established in Section 2
of the 18th Additional Provision of the Provincial Regulation on Personal Income Tax, or
when no withholding or prepayment has been made in accordance with the provisions of
Section 2 above, and the amount of the corresponding tax debt must be determined and
paid in the place, form, and time limits established by the Provincial Councillor for Treasury
and Finances.

When amounts have been paid to the tax authorities, or withholdings have been made on
account for this special levy, in amounts greater than those deriving from the application of
a double taxation avoidance agreement, said application and the consequent refund may be
requested, under the conditions established by the corresponding regulations.

The tax authorities may provide the State of residence of the taxpayer with the data
included in the refund application, under the terms and within the limits established in the
regulations on mutual assistance.

Within the scope of Non-resident Personal Income Tax, the prizes provided for in this
additional provision, obtained by taxpayers without a permanent establishment, may only be
taxed under this special levy.

Seven. Exemption for reinvestment in a main residence.

1.

Capital gains obtained by taxpayers resident in a Member State of the European Union from
the transfer of what has been their main residence in Bizkaia may be excluded from
taxation, provided that the total amount obtained from the transfer is reinvested in the
purchase of a new main residence. When the amount reinvested is less than the total
amount received in the transfer, only the proportional part of the capital gain obtained
corresponding to the amount reinvested will be excluded from taxation.

For the purposes of applying the provisions of the previous section, the provisions of Article
49 of Provincial Regulation 13/2013, of 5 December, on Personal Income Tax, and its
implementing regulations, shall be taken into account.

The obligation to withhold tax as provided for in Article 25(2) and the obligation to submit

the self-assessment and payment of the corresponding tax debt, as provided for in Article
28(1) of this Provincial Regulation, shall also apply. Notwithstanding the above, where the
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reinvestment has taken place prior to the date on which said self-assessment must be
submitted, the reinvestment, in whole or in part, may be taken into account for the purpose
of determining the corresponding tax debt.

4. The provisions of this article shall also apply to taxpayers who are resident in a Member
State of the European Economic Area with which there is an effective exchange of tax
information under the terms provided for in the 24th Additional Provision of General
Provincial Regulation 2/2005, of 10 March, on Taxation in the Historical Territory of Bizkaia.

5. The conditions for applying for the refund, where applicable, shall be determined by the
corresponding regulations.

Eight. Effective exchange of tax information.

The references in this Provincial Regulation to “the Member States of the European Economic
Area provided that they have signed an agreement with Spain to avoid international double
taxation with an information exchange clause or a tax information exchange agreement” shall be
understood to mean “the Member States of the European Economic Area with which there is an
effective exchange of tax information”, under the terms set out in the 24th Additional Provision of
General Provincial Regulation 2/2005, of 10 March, on Taxation in the Historical Territory of
Bizkaia.

Nine. Tax rates applicable in 2015.

In 2015, for taxes accrued prior to 12 July, the 19% tax rate provided for in Article 25(1)(a) and
(f) of this Provincial Regulation shall be 20%. These rates shall be 19.5% where the tax
becomes chargeable on or after that date.

Ten. Penalty regime

Taxpayers who obtain income through a permanent establishment shall be subject to the
provisions of Article 133 of Provincial Regulation 11/2013, of 5 December, on Corporation Tax.

Eleven. Tax return drafts for permanent establishments.

Based on the information provided in the economic operations record book referred to in article
122 three of Provincial Regulation 11/2013, dated 5 December, on Corporation Tax, and others
held by the Tax Revenue Administration, the Department of Treasury and Finances may make a
tax return draft available to taxpayers that earn income from a permanent establishment, which
contributes to compliance with the obligation established in section 21 of this Provincial
Regulation.

Twelve. Registered domestic partnerships.

For the purposes of this Provincial Regulation, the references made to registered domestic
partnerships shall be understood to refer to those constituted in accordance with the provisions
of the Law of the Basque Parliament 2/2003, of 7 May, regulating registered domestic
partnerships.

Similarly, any such references shall also include registered domestic partnerships that have
been constituted and registered in a similar manner in public records in other autonomous
communities, EU Member States, the European Economic Area or third countries.

In the same way, references made to relationships by affinity will include those relationships that
derive from the establishment of a registered domestic partnership.
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TRANSITIONAL PROVISION
One

Taxpayers without a permanent establishment who are individuals shall be subject to the
provisions of the first, seventh and eighth transitional provisions of Provincial Regulation
13/2013, of 5 December, on Personal Income Tax of the Historical Territory of Bizkaia.

Two.

In addition to the deductions referred to in Article 19(4)(a) of this Provincial Regulation,
taxpayers who obtain income through a permanent establishment may apply the deduction
provided for in the 25th Transitional Provision of Provincial Regulation 11/2013, of 5 December,
on Corporation Tax and the offsets stipulated in transitional provision twenty-six and thirty of the
same Provincial Regulation.

Three. Transitional regime for the exemption in Article 14(1)(g).
The exemption referred to in Article 14(1)(g) shall apply during the years 2021, 2022, 2023,
2024, and 2025 to holdings acquired before 1 January 2021 whose acquisition value exceeds

20 million euros without the direct or indirect holding needing to reach five per cent of the capital
and provided that the other requirements set out in Article 14(1)(g) are met.

REPEALING PROVISION

Sole Provision.

1. On the entry into force of this Provincial Regulation, any provisions of equal or lower rank
that contradict or oppose the provisions herein shall be repealed, and in particular,
Provincial Regulation 5/1999, of 15 April, on Non-resident Personal Income Tax.

2. Until the entry into force of the regulations issued by virtue of the powers contained in this
Provincial Regulation, the regulations implementing Provincial Regulation 5/1999, of 15
April, on Non-resident Personal Income Tax, shall remain in force, insofar as they do not
conflict with the provisions of this Provincial Regulation.

3. The repeals contained in this provision shall not affect the rights of the Provincial Treasury
in relation to the obligations accrued during the period of validity of the repealed provisions.

FINAL PROVISIONS
One. Entry into force.
This Provincial Regulation shall enter into force on the day of its publication in the “Official
Gazette of Bizkaia”, taking effect on 1 January 2014. For taxpayers operating through a
permanent establishment, this Provincial Regulation shall apply to tax periods starting on or
after 1 January 2014.
Two. Regulatory empowerment.
The Provincial Council and the Provincial Councillor for Treasury and Finances are empowered
to issue any provisions that may be necessary for the development and implementation of this
Provincial Regulation.

In Bilbao, on 5 December 2013.

The First Secretary of the General Assembly,
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JON ANDONI ATUTXA SAINZ.
The President of the General Assembly,

ANA MADARIAGA UGARTE.
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