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I N T R O D U C T I O N

The purpose of this guide is to provide information in general to residents in Spain on the tax treatment of life insurance 
linked to assets (unit-linked insurance). This document should not be taken into account alone, but the information 
provided here should be interpreted in conjunction with the general and specific conditions of the contracted product. 
In any case, Utmost PanEurope dac (‘’Utmost PanEurope’’) strongly recommends that, before taking any action related 
to the product, you seek specific advice from a legal or tax adviser who knows your personal circumstances.

For the purposes of this document, it is understood that policyholders who subscribe to a unit-linked insurance policy 
and/or the beneficiaries, as applicable, will be resident in Spain for tax purposes when the taxable event of the relevant 
tax occurs.

TA X AT I O N  I N  I R E L A N D

Ireland is one of the most important financial centres of 
the European Union, home to a large number of insurers 
that benefit among other aspects of a very attractive 
taxation. The location of Utmost PanEurope in Ireland has 
the following advantages:

 › The returns generated by the investment portfolio of the 
policy are not subject to taxation in Ireland (as long as 
the policyholder is not considered resident in Ireland for 
tax purposes).

 › Capital gains realised through redemption or payment 
of the benefit to the beneficiaries are also exempt from 
taxation in Ireland.

 › All the investment management, custody and 
administration commissions of the policy are exempt 
from VAT in Ireland, which is the place where the service 
is provided for the purpose of this tax, what represents a 
saving for the investor.

Utmost PanEurope benefits from a large number of 
double taxation agreements signed by the Republic of 
Ireland with other countries of the European Union and 
the rest of the world.

TA X AT I O N  I N  S PA I N  O F  U N I T  L I N K E D  L I F E 
I N S U R A N C E

Liability to taxation in Spain under residence-based 
obligation is conditional upon the policyholder and/or, 
where applicable, the beneficiary, being resident in Spain 
for tax purposes when the chargeable event occurs. If the 
criterion of residence in Spain is not met, liability to taxation 
under territory-based obligation is determined by the fact 
that the corresponding asset is regarded a Spanish situs 
asset, which in the case of life insurance for the purposes 
of the Inheritance and Gift Tax will occur if the insurance 
contract has been subscribed with a Spanish insurer or has 
been concluded in Spain with a foreign insurer under the 
European Union freedom to provide services regime.

TA X  R E S I D E N C E  I N  S PA I N

Individuals living in Spain will be classified as resident or 
non-resident for tax purposes. A person will be considered 
tax resident if one of the following two situations occurs:

 › The individual stays in Spanish territory for more than 
183 days in a calendar year or

 › The core of his/her economic activities or interests lie in 
Spain, directly or indirectly. 

It is deemed, unless there is proof to the contrary, that an 
individual is a tax resident of Spain when his/her spouse 
and children under age habitually reside in Spanish 
territory (unless such individual is legally separated or can 
prove his/her tax residence elsewhere).
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It is considered that the country where the individual has 
the main core of his/her economic interests is the one in 
which most of his/her investments or assets are located, 
including the companies in which the individual has a 
majority stake or from which most of his/her income is 
generated.

In Spain there is no partial or split tax year. Thus, a person 
will be considered a tax resident or non-resident during 
the entire tax year based on the above rules.

Utmost PanEurope is bound by the duty of cooperation 
and exchange of information with other foreign tax 
authorities in accordance with the Common Information 
Standard (CRS) to communicate certain information to the 
Irish Tax Authorities, as established by the Irish legislation.

A company will be tax resident in Spain and will be 
subject to Corporate Tax when:

 › it has been constituted in accordance with Spanish 
regulations.

 › its registered office is located in Spain, and/or

 › its effective headquarters is located in Spain.

In accordance with Spanish regulations, the effective 
headquarters of a company will be located in Spain when 
its activity is directed and controlled from Spain.

Life insurance is potentially subject to taxation under 
different taxes, depending on whether or not each of the 
taxable events described below take place.

The applicable tax regulation that is mentioned here 
below corresponds to the common territory within Spain. 
The Autonomous Community of the Basque Country and 
the Autonomous Community of Navarre have different tax 
regimes, although in general terms their laws establish 
the same criteria of taxation, chargeable events and 
accrual criteria.

TA X  O N  T H E  P R E M I U M

Currently, life insurance contracts are exempt from 
Insurance Premium Tax in Spain.

A .  I N D I V I D U A L  P O L I C Y H O L D E R S

R E Q U I R E M E N T S  F O R  TA X  D E F E R R A L  I N 
I N S U R A N C E  L I N K E D  T O  A S S E T S  W I T H  R I S K 
A S S U M E D  B Y  T H E  P O L I C Y H O L D E R

Income from life insurance contracts1 constitute 
investment income subject to the Personal Income Tax 
(IRPF) when the insurance policyholder agrees with the 
beneficiary. The Personal Income Tax Act2, as a general 
rule, applies a deferral tax regime for the accumulated but 
not liquidated income of all types of life insurance, both 
unit-linked and of another type.

To apply the tax deferral regime for taxation, under the 
IRPF legislation3, in the specific case of insurance in which 
the policyholder assumes the risk of the investment, one 
of the following two circumstances A or B must be met:

A) That the policyholder is not granted the power to 
modify the insurance policy underlying investments

B) That the policy underlying investments are made in:

a) Shares or participations in collective investment 
institutions, predetermined in the insurance 
contract, provided that they are adapted to 
Spanish legislation4 on collective investment 
institutions or covered by Directive 2009/65/EC 
of harmonised collective investment institutions5 
(known as UCITS Directive) IV for its acronym in 
English)6.

b) Baskets of assets, provided that the 
determination of said assets corresponds to the 
insurer that will have full freedom to choose the 
assets subject only to predetermined general 
criteria related to the risk profile defined or 
other objective circumstances. In addition, said 
assets must be suitable for the investment of 
the technical provisions of insurance companies 
and comply with the limits of diversification and 
dispersion established for insurance contracts by 
the regulations in force for the management and 
supervision of private insurance.

1 With the exception of insurance that should be taxed as income from work in the framework of retirement coverage, such as those subscribed with retirement mutual 
companies, corporate social security plans, collective insurance that implements pension commitments, guaranteed pension plans or insurance for the handicapped.

2 Law 35/2006, of November 28, on the Income Tax of Individuals and partial modification of the Company Tax Law, Income of Non-Residents Law and Wealth Tax Law, 
applicable in the common territory of the tax. The regional laws of the Basque Country and Navarra establish similar criteria.

3 Article 14.2.h) of Law 35/2006.
4 Law 35/2003, of November 4, on Collective Investment Institutions
5 Directive 2009/65 / EC, of the European Parliament and of the Council coordinating the laws, regulations and administrative provisions on certain undertakings for collective 

investment in transferable securities (UCITS)
6 This would include collective investment institutions (CIIs) registered with the CNMV, harmonised or not, as well as non-harmonised CIIs with authorisation to be distributed 

in Spain through their registration in the CNMV registers.
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Within option B), the policyholder is allowed to choose 
between the different predetermined collective 
investment institutions and/or between the different 
baskets of assets, but the policyholder cannot intervene 
in the determination of the specific assets within each 
separate basket of assets.

The unit-linked life insurance Private Wealth Portfolio 
provided by Utmost PanEurope, in which the policyholder 
assumes the risk of the investment, complies with the 
described requirements and therefore benefits from 
deferred taxation in the IRPF until a total or partial 
surrender takes place, or the policyholder collects the 
insurance benefit as beneficiary, as specified in the 
section “Taxation of the income arising on the surrender 
of a life insurance policy in Personal Income Tax”.

In those unit-linked products, in which the policyholder 
assumes the risk of the investment, which do not meet 
the requirements established above, the difference 
between the net asset value of the underlying portfolio of 
the policy at the end and at the beginning of the period 
will be a chargeable even in that period. The chargeable 
amount will reduce the yield derived from the actual 
collection of amounts foreseen in the contract. The 
policyholder, who is the taxpayer, will be responsible, if 
applicable, for declared the chargeable income on the 
annual tax return before the Spanish tax authorities.

TA X AT I O N  O F  T H E  S U R R E N D E R  VA L U E  O F 
L I F E  I N S U R A N C E  I N  W E A LT H  TA X

Unit-linked insurance policies, like the rest of life 
insurance policies, will be reported by its surrender 
value as of 31st of December of each year under Wealth 
Tax return7. For Spanish residents, the minimum exempt 
in general is set at 700,000 (seven hundred thousand) 
euros. This notwithstanding, Autonomous Communities 
may establish other limits on the use of their regulatory 
powers.

It is necessary to take into account that the regulatory 
competence to modify certain aspects of the Wealth 
Tax (exempt minimum, tax rate, deductions and tax 
reductions) has been transferred to the Autonomous 
Communities and consequently most of them have been 
modifying some of these aspects in successive fiscal 
exercises. Therefore, the specific case should be analysed 
each year based on the residence of the tax liable 
policyholder.

TA X AT I O N  O F  T H E  I N C O M E  D E R I V E D  F R O M 
T H E  S U R R E N D E R  O F  A  L I F E  I N S U R A N C E 
P O L I C Y  I N  P E R S O N A L  I N C O M E  TA X 

In general, positive or negative income derived from 
the total or partial surrender of life insurance by the 
policyholder, and in particular from unit-linked insurance, 
is considered investment income subject to taxation8. 
Taxable income amount will be determined by the 
difference between the sum collected by the policyholder 
and the amount of the premiums paid and will be 
included in the taxpayer’s Personal Income Tax Savings 
Base, in the section on investment income. Regarding the 
tax rates, from 1st January 2021, the first €6,000 are taxed 
at 19%, any taxable income between €6,000 and €50,000 
at 21%, the following €150,000 (from €50,000 to €200,000) 
at 23% and any balance exceeding €200,000 at 26%.

As a general rule, any loss may be compensated in full 
with other positive investment income generated in the 
same fiscal year or in the following four years and, in 
accordance with the applicable regulation from the year 
2018, with the positive balance of the capital gains and 
losses, in this second case with the limit of 25% of said 
positive balance.

W I T H H O L D I N G  TA X

Utmost PanEurope will have the obligation to calculate the 
withholding tax on the positive income obtained by the 
policyholder at an established fixed rate, currently at 19%. 
This tax withheld will be paid in favour of the Spanish tax 
authorities through the insurer’s tax representative. The 
policyholder will be solely responsible for the payment of 
any outstanding tax due applicable for income and gains 
exceeding €6,000. The amount that the policyholder 
receives from Utmost PanEurope will be net of any tax. 
Said deductions will be considered for the policyholder 
as payment on account of the Personal Income Tax or, as 
the case may be, of the Corporation Tax for the tax year 
accrued and will be deducted from the total amount to be 
received. 
 
TA X AT I O N  O F  D E AT H  B E N E F I T S 
 
In case of death of the relevant insured that, in accordance 
with the conditions of the insurance, triggers the payment 
of the death benefit, liability to one or another tax will be 
determined by the following criteria:

 › If the beneficiary of the insurance is not the same person 
as the policyholder, the death benefit will be subject to 
the Inheritance and Gift Tax (in the form of inheritance) 
for the beneficiary, who is the taxpayer.

 › If the beneficiary of the benefit is the same person as 
the policyholder, the implicit yield (difference between 
the value of the benefit and the premiums paid by said 
policyholder) will be subject to the Personal Income Tax 
for the policyholder, which is the taxpayer and therefore 
the benefit will not be subject to the Inheritance and Gift 
Tax.

7 Article 17.1 Law 19/1991, of June 6, on Wealth Tax. Regional laws also require to report the surrender value.
8 Article 25.3 Law 35/2006
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If the insurance contract has been signed by two 
policyholders in equal parts and the deceased insured 
that triggers the payment of the death benefit is one of 
these policyholders, the surviving policyholder being the 
beneficiary, the tax base of the Inheritance and Gift Tax 
to satisfy by such beneficiary will be constituted by half 
of the death benefit. The implicit yield of the other half of 
the benefit will be subject to the IRPF for the beneficiary. 
This same division is applicable to the insurance contracts 
whose premium was paid by either of the spouses against 
the common marital property.

In the event that the benefit is subject to Inheritance 
and Gift Tax, Utmost PanEurope will not withhold any 
amount on account of said tax. However, and prior to the 
payment of the benefit, Utmost PanEurope will require 
the beneficiary to provide evidence that the payment of 
the Inheritance and Gift Tax has been made through self-
liquidation or that the liquidation has been requested to 
the competent body.

The tax rate of Inheritance and Gift Tax is progressive and 
is determined according to the personal circumstances 
of the beneficiary (amount received, beneficiary’s pre-
existing wealth and relationship between the beneficiary 
and the deceased). The pre-existing wealth of the 
beneficiary is not taken into account in the regional 
regulations of the Basque Country.

The tax rate and other elements such as the minimum 
exempt, and the deductions and tax reductions may vary 
from one Autonomous Community to another, as they 
have been transferred the regulatory competence to 
modify such aspects of the tax. Therefore, each specific 
case must be analysed according to the residence of the 
deceased, that is, the policyholder, on the date of accrual 
of the tax.

TA X AT I O N  O F  S U R V I VA L  B E N E F I T S

In case of survival of the insured that, in accordance with 
the conditions of the insurance, triggers the payment of 
the survival benefit, liability to one or another tax will be 
determined by the following criteria:

 › If the beneficiary of the insurance is not the same person 
as the policyholder, the survival benefit will be subject 
to the Inheritance and Gift Tax (in the form of gift) for the 
beneficiary, who is the taxpayer.

 › If the beneficiary of the benefit is the same person as 
the policyholder, the implicit yield (difference between 
the value of the benefit and the premiums paid by said 
policyholder) will be subject to the Personal Income Tax 
for the policyholder, which is the taxpayer and therefore 
the benefit will not be subject to the Inheritance and Gift 
Tax.

In the event that the benefit is subject to Inheritance 
and Gift Tax, Utmost PanEurope will not withhold any 
amount on account of said tax. However, and prior to the 
payment of the benefit, Utmost PanEurope will require 
the beneficiary to provide evidence that the payment of 
the Inheritance and Gift Tax has been made through self-
liquidation or that the liquidation has been requested to 
the competent body.

The tax rate of Inheritance and Gift Tax is progressive and 
is determined according to the personal circumstances 
of the beneficiary (amount received, beneficiary’s pre-
existing wealth and relationship between the beneficiary 
and the donor). The pre-existing wealth of the beneficiary 
is not taken into account in the regional regulations of the 
Basque Country.

The tax rate and other elements such as the minimum 
exempt, and the deductions and tax reductions may vary 
from one Autonomous Community to another, as they 
have been transferred the regulatory competence to 
modify such aspects of the tax. Therefore, each specific 
case must be analysed according to the residence of the 
beneficiary on the date of accrual of the tax.

B .  L E G A L  E N T I T Y  P O L I C Y H O L D E R

TA X AT I O N  O F  T H E  I N C O M E  G E N E R AT E D  B Y 
T H E  I N S U R A N C E  I N  C O R P O R AT E  TA X

In accordance with the Corporate Tax regulations, when 
a legal entity is a beneficiary or has the right to surrender 
life insurance contracts in which, in addition, it assumes 
the investment risk, it will be included in the taxable 
income of the company for each year the difference 
between the net asset value of the underlying portfolio 
of the policy at the end and at the beginning of the tax 
period9.

Therefore, only in the event that the legal entity taking 
out the insurance lacks the right to surrender and is not 
a beneficiary of the benefit defined in the policy, could it 
apply tax deferral on the implicit income generated in the 
portfolio of assets linked to the insurance.

TA X AT I O N  O F  D E AT H  B E N E F I T S

In case of death of the insured that, in accordance with 
the conditions of the insurance, triggers the payment of 
the death benefit, liability to one or another tax will be 
determined by the following criteria:

 › If the beneficiary of the insurance is not the same person 
as the policyholder, the death benefit will be subject to 
the Inheritance and Gift Tax (in the form of inheritance) 
for the beneficiary, who is the taxpayer.

9 Article 11.8 of Law 27/2014, of November 27, on Corporation Tax.
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 › If the beneficiary of the benefit is the same person as 
the policyholder, the implicit yield (difference between 
the value of the benefit and the premiums paid by said 
policyholder) will be subject to the Personal Income Tax 
for the policyholder, which is the taxpayer and therefore 
the benefit will not be subject to the Inheritance and Gift 
Tax.

In the event that the benefit is subject to Inheritance 
and Gift Tax, Utmost PanEurope will not withhold any 
amount on account of said tax. However, and prior to the 
payment of the benefit, Utmost PanEurope will require 
the beneficiary to provide evidence that the payment of 
the Inheritance and Gift Tax has been made through self-
liquidation or that the liquidation has been requested to 
the competent body.

The tax rate of Inheritance and Gift Tax is progressive and 
is determined according to the personal circumstances of 
the beneficiary Tax rate and other elements such as the 
minimum exempt, and the deductions and tax reductions 
may vary from one Autonomous Community to another as 
explained above.

TA X AT I O N  O F  S U R V I VA L  B E N E F I T S

In case of survival of the insured that, in accordance with 
the conditions of the insurance, triggers the payment of 
the survival benefit, liability to one or another tax will be 
determined by the following criteria:

 › If the beneficiary of the insurance is not the same person 
as the policyholder, the survival benefit will be subject 
to the Inheritance and Gift Tax (in the form of gift) for the 
beneficiary, unless the premium provided by the legal 
entity taker must be considered compensation in favour 
of an employee or administrator, in which case it will be 
considered work income (see next section).

 › If the beneficiary of the benefit is the same person as the 
policyholder, the implicit yield will be taxed according 
to the rules of the Corporate Tax for the policyholder / 
beneficiary, and will not be subject to Inheritance and 
Gift Tax.

In the event that the benefit is subject to Inheritance 
and Gift Tax, Utmost PanEurope will not withhold any 
amount on account of said tax. However, and prior to the 
payment of the benefit, Utmost PanEurope will require 
the beneficiary to provide evidence that the payment of 
the Inheritance and Gift Tax has been made through self-
liquidation or that the liquidation has been requested to 
the competent body.

The tax rate of Inheritance and Gift Tax is progressive and 
is determined according to the personal circumstances 
of the beneficiary. Tax rate and other elements such as 
the minimum exempt, and deductions or tax reductions 
may vary from one Autonomous Community to another as 
explained above.

TA X AT I O N  O F  L I F E  I N S U R A N C E  S U B S C R I B E D 
B Y  A  C O M PA N Y  A S  C O M P E N S AT I O N  F O R  I T S 
E M P L OY E E S

A company can subscribe a unit-linked life insurance 
policy to implement incentives for its employees or any 
other type of compensation that can be considered 
as work income in kind for the purposes of the 
Personal Income Tax of the employee. In this case, the 
policyholder is the company, the insured is the employee 
or administrator (whose remuneration is considered 
as taxable work income) and the beneficiary in case 
of survival is the employee or administrator himself, 
establishing other beneficiaries in case of death.

S U R V I VA L  B E N E F I T

While the right to payment of the insurance benefit by 
the employee or administrator is subject to a certain 
contingency, such as staying in the company for a certain 
period, non-competition during a specific period in 
case of leaving the company or the fulfilment of certain 
objectives, the employee or, as the case may be, the 
administrator, should not include any amount in his 
Personal Income Tax return.

Only at the moment in which the employee or 
administrator acquires a certain and unconditional right 
to the collection of the benefit is considered that he/she 
obtains an income in kind subject to taxation as income 
from work in his/her IRPF.

If the company subscribes the insurance for the 
administrators of the company, it will retain the special 
rate for work income currently set at 35%, (unless specific 
cases) at the time of payment of the benefit.

In the case of employees who are not administrators 
of the company, the type of withholding tax for work 
income must be calculated in relation to their personal 
circumstances (age, number of children, marital status, 
etc.) applying the current tax scale in every moment.

The beneficiary (employee) will have to declare the 
amount of the benefit on his annual IRPF declaration, 
deducting the withheld amount that has the consideration 
of payment on account of his/her tax.

In case of delay between the date on which the 
beneficiary can access the survivor’s benefit and the date 
on which said benefit is actually paid by the insurance 
company, the potential investment yields generated 
(the difference between the values of the Policy on both 
dates) will be considered investment income (and not 
income from work) and, therefore, said capital yields will 
be subject to a fixed withholding for investment income at 
the moment of payment (currently of 19%).



UPE_WS | 4353 | 01/216   |    

D E AT H  B E N E F I T

The beneficiaries of the death benefit will be taxed on 
Inheritance and Gift Tax for the amount of said benefit.

In case the benefit is subject to Inheritance and Gift 
Tax, Utmost PanEurope will not withhold any amount. 
However, and prior to the payment of the benefit, 
Utmost PanEurope will require the beneficiary to provide 
evidence that the payment of the Inheritance and 
Inheritance Tax has been made through self-liquidation or 
that the liquidation has been requested to the competent 
body.

The tax rate of Inheritance and Gift Tax is progressive and 
is determined according to the personal circumstances of 
the beneficiary. Tax rate and other elements such as the 
exempt minimum and the deductions and tax reductions 
may vary from one Autonomous Community to another as 
explained above.

C A L C U L AT I O N  O F  TA X E S  &  E R R O N E O U S 
C A L C U L AT I O N  O F  TA X E S

In the event that Utmost PanEurope acts as a withholding 
tax agent, the amount corresponding to the applicable 
withholding tax will be deducted from the value of the 
surrender or, if applicable, from the benefit due and will 
be paid directly in favour of the Spanish Public Treasury. 
We reserve the right to review the tax amounts deducted 
from your policy and the payments made to the Treasury 
on a regular basis. In the unlikely event that we detect that 
an insufficient amount has been withheld, we reserve the 
right to make an appropriate deduction from your policy 
or the next appropriate surrender payment. If we detect 
that we have deducted an amount higher than the one 
due, we will only reimburse you for the additional amount 
of withholding made without taking into account any 
possible lost investment opportunity.

I M P O R TA N T  I N F O R M AT I O N

Utmost PanEurope dac (Utmost PanEurope) does not 
offer tax advice. Tax liability will depend on the personal 
circumstances of the policyholder who should seek 
professional advice about his/her personal fiscal situation.

This guide is a general summary of taxation of this type 
of products, based on Utmost PanEurope’s knowledge 
of current legislation applicable to individual investors 
and companies as of January 2021. Utmost PanEurope 
cannot assume any responsibility for its interpretation or 
for future changes. Both subsequent legal modification 
and the interpretations of the legislation by the Tax 
Administration and/or the Courts of Justice could affect 
the fiscal treatment of the policy.

This information should be read and interpreted jointly 
with the corresponding condition of the product, since it 
has been drafted only as an orientation and should never 
be used as a substitute for professional advice.




