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The Autonomous City of Ceuta has a population of almost 85,000 citizens, 
living on a land area of 19.48 square kilometers. Thanks to its strategic 
location, the port of Ceuta plays an important role in the Strait of Gibraltar 
as well as in the communications between the Mediterranean Sea and the 
Atlantic Ocean. The foregoing has enabled Ceuta to be granted with the 
free port status and certain tax advantages that benefit the commercial 
activity. From an economic point of view, Ceuta stands out for its services 
sector.

Ceuta has a sub-tropical or Mediterranean 
weather, characterized by the mild 
temperatures, especially in winter, and the 
scarce rainfall. The climate is influenced 
by two significant factors: the landform, 
represented by the Yebel-Musa Mount, acts 
as a natural barrier against the moisture-
laden winds from the Atlantic. Additionally, 
the proximity of the sea, makes the 
temperature milder, which means that Ceuta 
enjoys of warm summers and mild winters. 
The annual average is 18.8 ºC.

Ceuta has an excellent public funding 
framework, a first-class port, special national 
ICO financing lines, and allows reductions 
on the Social Security payments upon 
employers’ contributions. It also counts with 
multiple incentives, as its advantageous tax 
system. Further, Ceuta has a favorable status 
within the European Union.

Ceuta does not have its own tax system as is subject to the general Spanish 
tax legislation. Having said this, in addition to the general deductions, 
the Spanish legislation provides for certain deductions which would only 
benefit entities located in Ceuta. Additionally, Ceuta has its own indirect 
Tax on Production, Services and Imports (similar to VAT but with lower 
rates). Thus, the Autonomous City of Ceuta is part of the European Union 
legal system, offering a total guarantee of security and protection to 
individuals and companies. The foregoing tax specialties together with 
the fact that the City borders a developing continent and counts with a 
port located at the entrance-exit of the Mediterranean Sea, gives Ceuta a 
privileged geostrategic position.
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Government of Ceuta

Padilla St. 
Ceuta-Center Building 
51001 CEUTA
Tel. 956 528 292 / 956 528 331

The Tax Service of Ceuta is an autonomous 
administration endowed with its own legal 
personality and full capacity, attached to 
the Ministry of Economy and Finance of 
the Autonomous City of Ceuta, which has 
autonomy of mandate for compliance with 
the comprehensive management of the 
local tax system.

The tax attraction 
of Ceuta
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Ceuta, so much more than a 
coastal and border city

The Autonomous City of Ceuta has positioned itself as a low tax location within the 
European Union territory that is fully integrated in the Spanish legal framework. With 
the aim of eliminating the geographical disadvantages and promoting the economic 
and social development of Ceuta, the “Rules of Origin” system applicable in Ceuta 
serves as a link towards the European market.

Who can set up businesses in Ceuta?
Generally speaking, any entity that intends to carry out an industrial, commercial or a 
service activity with a clear national focus, as it would be able to benefit from the Spanish 
internal market applying very reduced effective tax rates. 

Which are the advantages for companies 
of gaming activities moving to Ceuta?

The recent tax measures approved, that especially affect the gaming regulations, 
are truly favorable for the Autonomous City of Ceuta, allowing it to compete on 
a level playing field with other low tax territories in Europe, without having the 
inconveniences of the territories considered as Tax Havens. 

The significant tax reduction in the gaming sector and the special  bonifications in 
the Corporate Income Tax, together with the special indirect tax “IPSI” (similar to 
VAT but with lower rates), places Ceuta as an important focus for business attraction. 
The foregoing is boosted by Ceuta’s unique location, good climate and the fact that it 
is a culture crucible.   
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What is Ceuta’s current attraction  
for gaming?
In order to control the amounts of money that are played online, the 
domestic legislation of many states require gaming operators to have 
a URL with a national extension. For instance, in Spain, to offer online 
betting, a national gaming license is required, as well as a ‘.es’ website 
address.

The reform of the gambling sector in Ceuta takes place in the middle 
of the industry’s transition and development period, placing the 
Autonomous City in a better position compared with other jurisdictions 
like Malta or Gibraltar.

In this context, it is important to mention the entry into force on March 
4, 2021 of the International Agreement on taxation and protection of 
financial interests signed between Spain and the United Kingdom of 
Great Britain regarding Gibraltar, which main objective is to eliminate tax 
fraud and the detrimental effects of the special tax regime applicable in 
Gibraltar.

The mentioned agreement seeks to avoid the use of Gibraltarian 
companies (subject to the Gibraltar tax regime) by  Spanish tax residents 
or for the performance of economic activities in Spain. Accordingly, it 
establishes certain anti-abuse rules that will allow Spain to attract the tax 
residence of individuals or entities that are significatively linked to Spain.

Which rates are now 
applicable to gaming?
10% is levied on income from sport betting, horse racing bets and any 
other betting game, including pooled, matched and crossed bets, raffles 
and contests of all kinds. This tax rate implies a 50% discount on the 
general tax rates foreseen in the Gaming Regulation Law.

The recent exit of the United 
Kingdom from the European 
Union has been raising doubts 
in the industry regarding the 
potential disappearance of 
many of the advantages that 
situate Gibraltar as a leader 
territory in the online gaming 
sector in Europe. Furthermore, 
the recent entry into force 
of the Tax Agreement signed 
between Spain and the United 
Kingdom in relation to Gibraltar 
reinforces the cooperation 
between both tax authorities in 
order to avoid tax evasion. 

Ceuta presents itself as a 
stable and forthcoming pole of 
business attraction, backed up 
by the full application of the 
European Union legal system, 
which implies a greater degree 
of legal and financial security, 
as well as the full application of 
the tax transparency treaties 
in accordance with OECD and 
G20 standards against tax 
evasion.



9Ceuta: Europe’s best taxation in the North of Africa EY 2020  |

What kind of income 
can benefit from the 
reduced tax rate?
Net income, understood as the amount obtained 
by the participation of the players once deducted 
the prizes won by these.  

What requirements 
shall be met?
The application of the reduced tax rate requires 
the fulfilment of the two following requirements:

• The online gaming operator must have its tax 
residence in the Autonomous City of Ceuta.

• The online gaming operator must be truly 
settled in the Autonomous City of Ceuta.

What does this involve?
 
In contrast to the tax residence requirement 
determined by the tax legislation, the requirement 
of actual settlement has a material or factual 
nature, in other words, the following requirements 
shall be met:

• More than 50% of the company’s human 
resources, must be assigned to the 
headquarters in Ceuta and have their habitual  
residence there.

• More than 50% of the total payroll costs 
of the company must correspond to the 
employees assigned to the headquarters in 
Ceuta and have their habitual residence in the 
Autonomous City.

• Intra-group services shall not exceed of 
the 50% of the company’s total expenses, 
regardless of the location of the other group 
companies.

Example
Assuming that the net income obtained by an online gaming operator amounts to € 1,000,000, 
the tax on gaming activity to be paid will depend on whether the gaming operator has its tax 
residence and is truly based in Ceuta or not:

If the gaming operator is truly based in 
Ceuta:  

Gaming activity tax 

1.000.000 * 0,1 = € 100.000

If the gaming operator is not truly based in 
Ceuta:

Gaming activity tax 

1.000.000 * 0,2 = € 200.000 
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Which are the indirect tax implications?

One of the biggest disadvantages of the online 
gaming operators established both in Spain 
and in other EU countries is that they are 
not allowed to deduct the VAT paid on the 
advertising and marketing services hired. In 
the case of companies based in the Spanish 
territory, this implies an extra cost of 21% (i.e., 
the general VAT rate in Spain).

In Ceuta, VAT is not applicable. Instead, the 
Indirect Tax Tax on Production, Services and 
Imports (IPSI) is generally applicable. However, 
online bets are exempt from IPSI. 

In order to mitigate the non-deductibility 
problem, a super-reduced IPSI tax rate of 0,5% 
has been established for the supply, to online 

gaming operators, of consultancy services, 
data processing services and services related 
to the provision of online gaming transactions 
information.

Accordingly, provided the legal requirements 
are met, the operators located in Ceuta will 
not incur in the mentioned extra cost of 21% 
(general Spanish VAT tax rate) but instead the 
cost would amount to 0,5%. The foregoing tax 
rate is much lower than the ones generally 
applicable in other jurisdictions. For example, in 
Malta, the general VAT tax rate is 18%. 

A comparative chart, including the main taxes 
applicable in Ceuta, Gibraltar, Malta, and Spain, 
is set out in the next page.
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Game operator Item
Tax Cost

Spanish client UK client

Ceuta
(Special regime)

• Tax on gaming activities                                
- igame bets  (1) 10% 15%

• Corporate Income Tax 12,5% 

• IPSI (VAT) Exempt

¿VAT recoverable? 0.5% expense

Spain 
(General regime)

• Tax on gaming activities                                
- igame bets  (1) 20% 15%

• Corporate Income Tax 25%

• VAT Exempt

¿VAT recoverable? 21% expense

Gibraltar

• Tax on gaming activities                                
- igame bets  (1) 20% 15%

• Corporate Income Tax 10%

• VAT Exempt

¿VAT recoverable? 21% expense

Malta

• Tax on gaming activities                                
- igame bets  (1) 20% 15%

• Corporate Income Tax 35%

• VAT Exempt

¿VAT recoverable? 18% expense

(1) For the figures shown in the table above, operators have been deemed to be licensed to operate in Spain and in the United Kingdom.
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Corporation Tax

Companies established in the Autonomous City 
of Ceuta are subject to the Spanish Corporate 
Income Tax.  However, they can benefit from a 
special reduction that implies a 50% discount 
upon the tax quota. 

Who can benefit from 
this incentive?

Any Spanish entity with its tax domicile in Ceuta 
provided is truly based there. Additionally, 
non-established companies that operate in 
the Autonomous City through a permanent 
establishment or a branch. 

What kind of income 
can benefit from this 
tax incentive?

Income obtained by entities that effectively 
operate in Ceuta as long as it is materially earned 
there.

Further, provided the operator has being 
operating in Ceuta for more than three years, 
the tax quota discount would also apply upon the 
income obtained outside Ceuta (with the limit of 
the income obtained in Ceuta) to the extent that, 
at least, half of the assets of the company (or 
of the permanent establishment) are located in 
Ceuta.
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Example

An entity established in Ceuta which has been carrying on activities there for 7 years, 
has obtained an income of 230,000 euros from transactions conducted in such territory. 
Additionally, regarding the transactions conducted in the Peninsula, it has earned an income 
of 180,000 euros of which 30,000 euros corresponds to income obtained from renting 
activity. More than half of its assets are located in Ceuta. 

ANSWER

In this case the reduction will be applicable to the income earned in Ceuta and also to the 
income obtained in the Peninsula, with the exception of the rental income.  

In this example:

Tax base: €410,000

Tax sum payable (25%): €102,500

Saving = Reduction: €47,500 ((230,000 + 180,000 – 30,000) x 25% x 50%)

Total tax liability: €55,000
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How are these terms 
interpreted?

The applicable legislation requires that the entity 
closes an entire business cycle. This implies that 
the following three requirements shall be fulfilled:

1   The entity shall count with sufficient material 
and human means to carry on a business 
activity;

2  The entity shall be involved in the provision of  
        goods or services to third parties;

3  The entity shall obtain income, in the sense of  
         not only incurring in costs. 

Thus, for the purpose of closing an entire business 
cycle, it is not enough to have the necessary 
human and material resources located in Ceuta, 
but it is necessary to prove that an economic 
activity is effectively being carried out in that 
territory. Additionally, it is required that the entity 
does not only provide good or services to related 
parties. In this sense, it should provide goods or 
services to third parties.  

Summing up, income is defined as earned in 
Ceuta when there is an organization of material 
and human resources in that territory for the 
production and distribution of goods or services 
and to the extent these activities generate income 
for the entity.

What particularities exist 
for certain services? 

Income earned by an entity is deemed to derive 
from activities carried out in Ceuta when the 
services are used in that territory or in any other 
territory, but the provision of such services is 
carried out through the organization of the human 
and material means located in Ceuta.

What activities do not 
qualify for the discount?

Those which are not understood as closing 
an entire commercial cycle, such as isolated 
operations relating to extraction, manufacturing, 
purchasing, transport or the entry and exit of 
merchandise. 
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Which other income benefits from this discount?

Those that are earned by permanent 
establishments (under the fixed place of business 
clause) located in Ceuta, with an available 
reduction of 50,000 euros per employee with 
an employment contract, working full-time 
and performing the activity in Ceuta, with a 
maximum reduction of up to 400,000 euros.

For instance, if an entity or group of entities, 
locates part of its business in Ceuta, even if 
the activity does not itself determine a full 
commercial cycle, the reduction will still apply 
(with the 400,000 euros reduction limit) to the 
income obtained provided there is human means 
duly located in Ceuta.   

Example
An entity resident in the Peninsula operates materially in Ceuta through a permanent 
establishment in that city. The turnover of the establishment in Ceuta is 2,580,000 euros. 
The entity has 6 full-time employees in Ceuta.

ANSWER

The entity can enjoy a reduction of up to 300,000 euros, given that the income earned per 
employee (50,000 x 6) is less than the limit provided under Article 33.3 of the Corporation 
Tax Act.



2
Corporate 
Income Tax

16 |  Ceuta: Europe’s best taxation in the North of Africa EY 2020 

What happens if an entity operates in Ceuta 
through a permanent establishment or branch?

To establish the portion of the tax quota that can 
benefit from the reduction, the entity must keep 
a detailed accounting in order to clearly allocate 
the income and the direct and indirect costs to 
the permanent establishment or branch located in 
Ceuta.

As per the discount calculation, the applicable 
legislation provides that the part of the tax quota 
that corresponds to the income earned in Ceuta 
would benefit from the discount. 

For instance, if an entity has earned profits for 
operations carried out in Ceuta, but losses for the 
activity carried out  in the Peninsula, as long as 
the tax base of the entity is positive, the tax quota 
could be reduced in a 50%.

Example

A company has the following profit in the tax year:  

• For the operations of the branch in Ceuta: €73,000; 

• For the operations in the Peninsula: €410,000

ANSWER

The Corporate Income Tax would be calculated as follows: 

Tax base: €483,000.

Tax quota (25%): €120,750.

SAVING = Reduction upon the earnings obtained in Ceuta: €9,125 (50% x (25% x 73,000))

Total tax liability: €111,625
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Can an entity established 
in Ceuta consolidate 
for tax purposes?
Yes. Obviously, to apply the referred discount, 
the income earned in Ceuta shall be positive 
given that, if it is negative, there would be no 
discount available. Thus, as the discount would 
only apply upon the income earned in Ceuta, 
the remaining income included in the Group’s 
tax base shall not be considered for the discount 
calculation. 

How is the tax base 
calculated in this case?

• If the group’s remaining income is positive, 
the discount would be calculated by 
multiplying the applicable tax rate by 50% 
and by the income benefitting from the 
discount.

• If the remaining income of the group is 
negative and the amount exceeds the 
income benefitting from the discount (i.e., 
Ceuta’s qualifying income), then no discount 
can be effectively applied, as the group’s tax 
base would be negative and no tax quota 
would arise.

• If the group’s remaining income is negative 
in an amount lower than the income 
benefitting from the discount (i.e., Ceuta’s 
qualifying income), the discount can be 
applied, as the tax base of the group would 
be positive and the corresponding tax quota 
would arise. Having said this, the reduction 
will not be applicable upon the total 
qualifying income, as part of these would 
have been previously compensated against 
the losses.  

• If the group has net operating losses (NOLs) 
to be offset, and these are applied in the 
year in which the qualifying income is 
earned, necessarily a part of the NOLs will 
be offset upon the such income. Therefore, 
the reduction will not be applicable upon the 
total of the qualifying income, unless the 
entity opts for deferring the application of 
the NOLs.
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Example

A group of entities subject to the Spanish consolidation tax regime obtains the following income:

• Company A, tax resident in Barcelona: €1,800,000

• Company B, tax resident in Vigo: € -2,100,000

• Company C, with tax and social domicile in Ceuta: €740,000

ANSWER

Tax base: €440,000

Tax quota (25%): €110,000

SAVING = Discount: €92,500 ((740,000 x 25% x 50%)

Total tax liability: €17,500

What happens if the gaming operator, resident in Ceuta, 
distributes dividends to entities located in the Peninsula?

Under the participation exemption rules, 
dividends should be exempt up to a 95% limit 
to the extent that the below requirements, 
amongst others, are complied with:

• The shareholder must own, directly or indirectly, 
an equity interest in the subsidiary of, at least, 5%. 

• Such participation shall be held during, at least, 
one year. The holding period requirement may 
be complied with at the date of the dividend 
distribution or afterwards.  
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Example

On November 1st 2019, a company resident in the Spanish Peninsula received a dividend 
amounting to € 50,000 from a Ceuta gaming operator in which it has held 33% of the capital over 
the last six years.

ANSWER

The exemption could be applied to the dividend received since it holds more than 5% of the capital 
share of the gaming operator and this holding has been held for 6 years (longer than the required 
year).

Example
On November 1st 2019, a company resident in the Spanish Peninsula received a dividend 
amounting to € 50,000 from a Ceuta gaming operator, in which it has held 3% of the capital over 
the last four months, and whose acquisition value was € 600.000.

ANSWER

In this case, the exemption could not be applied since it does not meet any of the requirements. 
Therefore, this dividend must be taxed at 25% as follows:

Tax base = € 50,000 

Tax rate = 25%

Tax quota = 50,000×0.25 = € 12,500
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Regarding the indirect taxation of the advertising 
services and those provided by electronic means to an 
entity based in Ceuta, according to the general rule 
foreseen in the Spanish VAT Law, the services would 
be located in Ceuta. Having said this, a special rule will 
apply should the “effective utilization” requirements 
are met. Should that be the case, the service would 
be deemed located at the providers location (i.e., 
Peninsula) and would be subject to the general VAT tax 
rate there applicable.  

Notwithstanding the above, as from January 1, 2021, 
the “effective utilization” rule is modified as follows:

“Likewise, the services listed below will be considered 
provided in the territory of application of the Tax 

when, in accordance with the localization rules 
applicable to these services, they are not deemed to 
have been  performed in the Community, the Canary 
Islands, Ceuta or Melilla, but the effective utilization or 
exploitation is carried out in the said territory.”

In accordance with the foregoing, the provision of 
advertising services and those provided by electronic 
means to online gaming operating entities located in 
Ceuta, will be subject to general rule which locates the 
service in the place of destination (i.e., Ceuta) so these 
entities will not have to pay the general VAT tax rate 
of 21% for said services. However, these they will be 
subject to IPSI at the general tax rate of 0.5%.  

Entity that provides advertising 
services by electronic means

Online gaming operator 
(Ceuta)

Services

IPSI (VAT) (0,5%)

€
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Example

If we assume that an online gaming operator receives an advertising service amounting to 
€ 100,000, the total cost would be as follows, depending on whether or not the gaming 
operator is established and truly based in Ceuta:

If the gaming operator is established  
in the rest of Spain: 

Expense = Cost + VAT (21%) =  
100.000 + 21.000 = € 121.000

If the gaming operator is established  
and truly based in Ceuta: 

Expense = Cost + IPSI (VAT) (0,5%) = 
100.000 + 500 = € 100.500

Therefore, the cost that the gaming operator will support if it was established in the 
Peninsula would be much higher than the one arising if it is established and truly based in 
Ceuta  (€ 21,000 > € 500) 
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What is the deduction 
foreseen upon the Personal 
Income Tax quota?

60% upon the resulting tax quota considering both the state 
and the autonomic quota.  

Who can benefit from 
these deductions?

Individuals with their tax residence in Ceuta as well as non-
residents.

What income does this 
deduction apply to?

Residents in Ceuta can also apply the deduction to income 
earned outside Ceuta (with the limit of the income obtained 
in Ceuta) provided they have been tax residents in Ceuta for, 
at least, 3 years and, at least, one-third of their net assets 
are located in Ceuta. Accordingly, if the “period of residence” 
requirement is not met, the deduction will only be applicable 
to the income earned in Ceuta.

The Autonomous City of Ceuta 
also presents tax incentives for 
employers and employees and 
not only for legal entities. 

Thus, for territoriality reasons, 
income obtained in Ceuta 
by individuals with their tax 
residence there will be subject 
to the general Spanish Personal 
Income Tax rules, however, 
specific deductions are 
foreseen.   

Additionally, the tax rates 
established for the general 
income in Ceuta are lower than 
the ones foreseen in other 
Autonomous Communities like 
Andalusia or Catalonia.
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Example

A worker, which is not married and has no children, has earned a working net income of 
200,000 euros, and his main residence is in: a) Ceuta, b) Madrid, c) Gibraltar, or d) La Valletta

ANSWER

Ceuta Madrid Gibraltar La Valletta

31.938,80 79.847,00 49.940,00 61.275,00

For non-residents in Ceuta, the deduction shall 
only be applicable to income earned in Ceuta, 
including income from economic activities, 
income and capital gains derived from real estate 
properties and income from certain moveable 
assets (i.e., provided certain requirements are 
met).

Would this deduction apply 
upon the distribution of 
dividends by a gaming 
operator entity tax 
resident in Ceuta to its 
individual shareholders?

Provided the gaming operator meets one of the 
following conditions, dividends obtained by the 
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individual shareholders would be deemed Ceuta’s 
source income:

• Has its residence and its exclusive corporate 
purpose in Ceuta (developing only its 
economic activity in the Autonomous City); 

• Effectively carries out its economic activity 
in Ceuta for a period of, at least, 3 years and 
also obtains income from its economic activity 
outside Ceuta, provided that at least half of 
the assets of the entity are located in Ceuta.

Therefore, if the gaming operator meets one 
of the aforementioned conditions, individual 
shareholders residents in Ceuta and in the 
Peninsula would be able to deduct the 60% of the 
tax quota of Ceuta’s source income. 

In addition, in the case of residents in Ceuta that 
meet the “period of residence” requirement  
(residence period of 3 years or more) and that 
have at least one-third of their net asset in Ceuta, 
the deduction may also cover income obtained 
outside the Autonomous City but with the limit of 
dividends obtained in Ceuta.

Example

An employee, which is not married and has no children, resident in Ceuta for 2 years, has 
obtained dividends from a Ceuta gaming operator, which has been effectively operating in the 
Autonomous City for 5 years, amounting to € 6,500. 

ANSWER

Net income on movable capital= € 6,500
Savings tax base = € 6,500 
Savings net base = € 6,500
Savings tax quota = € 1,245
Deduction = [0.6 × 1,245] = € 747
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Example

An employee, which is not married and has no children, resident in Ceuta for 6 years, has 
obtained dividends from a Ceuta gaming operator which has been effectively operating in the 
Autonomous City for 5 years amounting to € 6,500. 

ANSWER

Net income on movable capital = € 6,500 
Savings tax base = € 6,500 
Savings net base = € 6,500
Savings tax quota = € 1,245
Ceuta deduction = [0.6×1,245] = € 747

Example

An employee, which is not married and has no children, resident in the Peninsula, has obtained 
dividends from a Ceuta gaming operator, which has been operating effectively in the Autonomous 
City for 5 years, amounting to € 6,500.  

ANSWER

Net return on movable capital= € 6,500
Savings tax base = € 6,500 
Savings net base = € 6,500
Savings tax quota = € 1,245
Deduction = [0.6×1,245] = € 747
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What other tax incentives 
are applicable to individual?
A 60% reduction applies to the withholding tax 
rates, payments on account and interim payments 
applicable to income obtained in Ceuta.    

Are there any special 
provisions for directors 
or board members?

No, the 60% reduction is fully applicable to the  
income obtained and to the withholding payments. 
Therefore, the withholding  rate  would be 14% 
instead of the general rate that amounts to 35%. 

When does the reduction 
start to apply?

If a worker is re-located to Ceuta and this entails 
a change of habitual residence, the withholding 
upon the salary obtained from his work in such 
territory would be subject to the 60% reduction 
mentioned. However, for the remaining salary 
income, the applicable withholding would be the 
general one.     

What about the cost 
of salaries?
As for Social Security, workers employed at work 
centers located in Ceuta are entitled to a reduction 
of 50% of their Social Security contributions to 
common contingencies, and also on contributions 
to the unemployment pay, professional training 
contribution and Salary Guarantee Fund 
contribution.     

What activities must the 
employer carry out?

Agriculture, Fishing and Aquaculture, Industry  
- (excluding Energy and Water), Commerce, 
Tourism, Catering and other services, (excluding 
Air Transport), Construction of Buildings, Financial 
and Insurance Activities and Real Estate Activities.
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What about self-
employed workers?

Self-employed or Freelance workers included in the 
special Social Security Regime (“Régimen Especial 
de Trabajadores por Cuenta Propia o Autónomos”), 
that have their residence in Ceuta and carry out 
their activity in such territory, would be entitled 

to a discount of 50% on their Social Security 
contributions for common contingencies provided 
they perform one of the activities previously 
mentioned. 

In addition, the deduction is compatible with other 
incentives in the framework of self-employment 
promotion programmes.
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Non-Resident Income 
Tax

5

What happens if the Ceuta 
gaming operator distributes 
dividends to companies 
and/or individuals not 
residents in Spain?

In general terms, dividends distributed by a 
Spanish entity to its non-resident shareholders will 
be subject to the Non-Resident Income Tax at the 
general tax rate of 19% (via withholding). 

However, the Non-Resident Income Tax Law 
establishes an exemption that will apply provided 
the dividends are distributed to the parent 
company (or to its permanent establishments) to 
the extent that it has its tax residence in another 
Member State of the European Union or the 
European Economic Area and provided  certain 
requirements are met:

• The shareholder must own, directly or 
indirectly, an equity interest in the subsidiary 
of, at least, 5%.  

• Such participation shall be held during, 
at least, one year. The holding period 
requirement may be complied with at the date 
of the dividend distribution or afterwards.    

The aforementioned withholding tax exemption 
will not apply when the majority of the voting 
rights in the EU shareholder are held (directly 
or indirectly) by non-EU entities or individuals, 
unless the EU parent company’s incorporation and 
operations are based on valid economic grounds 
and substantial business reasons.

In those cases in which the exemption is not 
applicable because the legal  requirements are 
not met, the aforementioned taxation (19%) may 
be reduced by the application of the  Double Tax 
Treaty signed between Spain and the country 
of residence of the recipient of the dividends. 
However, it should be noted that in order to apply 
the provisions of a Double Tax Treaty, certain 
legal conditions shall be met (i.e., existence of 
the relevant certificate of residence issued by the 
competent authority).
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Example

A Ceuta gaming operator distributes dividends amounting to € 10,000 to its parent company 
located in Colombia. The Colombian company has held a shareholding of 6% in the gaming 
operator located in Ceuta for more than 2 years. The Double Tax Treaty in force between Spain 
and Colombia reduces the withholding tax rate to 5% (instead of 19%) provided the participation 
held is less than 20%.

ANSWER

Dividends distributed by the gaming operator to the Colombian parent entity, may be subject 
to tax subject in the country of residence of the beneficiary company (Colombia) and will also 
be subject to tax in the country of source (Spain) at the rate of 5%. Therefore, in this case the 
exemption regulated in Article 14.1 h) of the Non-Resident Income Tax Law will not be applicable, 
since Colombia is not a member state of the European Union or the European Economic Area.
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Non-Resident Income 
Tax

5

Example

A Ceuta gaming operator distributes dividends amounting to € 25,000 to its parent company 
resident in Morocco. The Moroccan company has a participation of 36% in the gaming operator. 
The Double Tax Treaty in force between Spain and Morocco establishes that the taxation in Spain 
may not exceed 10% provided the participation held by the shareholder exceeds 25%.

ANSWER

Dividends distributed by the gaming operator may be subject to tax in the country of residence of 
the beneficiary company (Morocco) and will also be subject to tax in the country of  source (Spain) 
at the rate of 10%.
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Example

A Ceuta gaming operator distributes dividends amounting to € 10,000 to an individual taxpayer 
whose tax residence is in France. The French taxpayer has maintained a 3% shareholding. The 
Double Tax Treaty between Spain and France provides that the taxation in Spain may not exceed 
the 15% provided the recipient of dividends (the French individual) is the real beneficiary.

ANSWER

Dividends distributed by the gaming operator may be subject to tax in the country of residence 
of the beneficiary (France) and will also be subject in the country of source (Spain) at the rate of 
15%.



Other tax 
enhancements

6
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In addition to the important improvements indicated in the previous sections which directly affect the 
establishment of a company, subsidiary, branch or permanent establishment of an entity in Ceuta, the 
Autonomous City of Ceuta has other very powerful and attractive tax incentives available for certain 
sectors:

Transfer Tax (TPO), Stamp 
Duty (AJD) and Capital 
Duty (TPO on its modality 
of corporate transactions) 
(Articles 45.14 and 57 bis)

• 50% discount on the tax quota of the Stamp Duty charge upon notary 
documents (AJD) provided the official Registry where the registration is 
to take place is located in Ceuta.

• 50% discount on the tax quota of Capital Duty provided the tax address, 
registered office or business operations are located in Ceuta.

• 50% discount on the tax quota of Transfer Tax (scenarios assessed 
under Art. 57 bis, section 3).

Special Taxes (Art. 3 LIIEE) • The only Special Taxes levied are the ones on Certain Transportation 
Methods and the Special Tax on Electricity.

Construction and Works Tax 
(ICIO) (Art. 159.2 LHL)

• Discount of 50%

•  Discounts set out under Additional Provision One of the Tax Ordinance 
Regulating ICIO of the Autonomous City of  Ceuta.

Business Tax (IAE) 
(art. 159.2 LHL)

• Discount of 50%

• Discount provided under Article 12 of the Tax Ordinance Regulating IAE 
of the Autonomous City.
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Property Tax (IBI) 
(Art. 159.2 LHL)

• - Discount of 50%

• - Discounts of Article 9 of the Tax Ordinance Regulating IBI of the 
Autonomous City of  Ceuta.

Tax on Mechanical Vehicles 
(IVTM) (Art. 159.2 LHL) 

• Discount of 50%

• Discount of 75% under Additional Provision One of the Tax Ordinance 
Regulating IVTM 

Inheritance Tax (ISD) 
(Art. 23 bis LISD)

• - Discount of 50% on the payable amount of acquisition due to death, 
and the amounts collected by beneficiaries of life insurance, when the 
deceased had his/her main residence on the accrual date in Ceuta and 
for the 5 years ending on the date of accrual.

This discount can be increased up to 99% when, in these cases, the 
deceased are in the Kinship Groups I and II - descendants or adopted 
children, spouses, parents and adoptive parents of the deceased.

• Discount of 50% of the amount of the tax corresponding to immoveable 
assets located in Ceuta, for transfers among living persons.

• Discount of 50% of the amount of the tax for the remaining transfers 
among living persons, when the acquirer’s main residence is in Ceuta

Tax on the Increase of 
Value of Urban Land 
(Art. 159.2 LHL)

• Discount of 50%

• Discount of 95% under Additional Provision One of the Tax Ordinance 
Regulating IIVTNU of the Autonomous City of Ceuta

Assets Tax (Art. 33 
Law 19/1991)

• Discount of 75% on the tax sum payable

As of 1 January 2021, discount of 100% of the tax sum due.



Services and activities that 
can be relocated in Ceuta: 
creation of subsidiaries
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The latest developments in the international tax 
rules of the OECD and the EU international tax 
rules (BEPS Actions)1  will allow to relocate certain 
types of services benefitting from the local tax 
guarantees. Thus, for example, call center services, 
administrative or back-office support services, 
procurement management and negotiation services 
(excluding purchasing functions and logistic 
warehouse functions), and software development 
services, could be easily relocated to Ceuta. 

In general, services provided within the Group that 
do not involve key functions of the value chain 

1 The BEPS action plan is based on these three pillars with 
respect to the location of activities and services: 

• Economic reality: that the transfer price policies allocate 
operating profits to the economic activities generating them. 
Therefore, that the distribution of profits of a group among 
its entities is carried out as a function of economic reality.

• Value creation: importance of which entities generate value. 
Consistency between value creation and allocation of profit.

• Substance: importance of which entities make decisions, 
control, undertake the main risks and have the main assets. 
For an entity to obtain the profit of an activity or function, 
it must have all the means, assets and human resources 
needed to carry it out and effectively and really take on the 
functions and risks arising from such function.

 

(like accessory or support services for other Group 
entities carried out by staff not highly qualified) 
can be rendered from Ceuta, benefitting from its 
privileged taxation..

Before a service relocation, it is essential to identify 
the assets and human and material resources 
needed in order to effectively render the services. 
The foregoing, with the aim of analyzing should 
these assets and resources can be easily found 
in the location where the services are to be 
relocated.2

2 An example of services that are difficult to relocate are those 
associated with intangibles, for instance, the management of 
brands or the sales of products or provision of services with 
associated intangibles. Although intangibles themselves enjoy 
mobility (i.e. the property of the beneficiary ownership can be 
transferred in a relatively simple way), the completion of functions 
of development, improvement, maintenance, protection and 
operation of the intangible (“DEMPE functions”) as well as risks 
undertaken have a lower degree of mobility.
To the extent that DEMPE functions and the own risks are 
disassociated from the pure beneficiary ownership of the 
intangible, the entity entitled to earn the full yield shall be the 
entity holding economic ownership and not the one holding 
legal ownership. Action 8 of the BEPS Project states that legal 
ownership in itself grants no entitlement to the yields obtained by 
the group due to the operation of the intangible.
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2
Ventajas fiscales 
de Ceuta
Training on gaming 
activities
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In addition to the mentioned tax incentives upon 
the establishment of an online gaming operator 
in Ceuta, the Government of Ceuta is offering 
relevant training programs related to the online 
gaming sector.

Committed to the online gaming sector, through its 
dependent entity PROCESA, the Government has 
organized five free professional training courses 
that will allow Ceuta to count with qualified 
personal within the online gaming sector. The 
foregoing, will allow the new operators to hire 
personnel already based in Ceuta.

Product Manager; 

Payments, Fraud and 
Money Laundering; 

Crm/vip manager 

Customer service

Technical skills on 
operations and marketing 

1

2

3

4

5

The courses to be given will 
be the following:  
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Other 
attractions
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Communications

Despite its location in the African Continent, the 
Autonomous Community is easily accessible from 
the Iberian Peninsula and also from Morocco.

From the Iberian Peninsula, there are two 
transport alternatives: the port of Algeciras, 
where ferries to the port of Ceuta depart daily at 
a relatively high frequency, and the passenger 
helicopter service which takes around 10 minutes 
and links the Peninsula to the City.

From Malaga’s International airport, helicopter 
trips are also scheduled regularly. The journey 
lasts about 25 minutes.  

Additionally, direct flights from different Spanish 
Airports, including Madrid and Barcelona, to 
Tangier are available. From Tangier, N-13 and 
P-4703 roads shall be taken, entering Ceuta from 
Tarajal’s border.

Climate

Ceuta has a Mediterranean weather, with mild 
temperatures and two clear-cut seasons: a cool, 
humid and partially cloudy season from October to 
April and the hot season from April to September. 

Two factors determine the climate in Ceuta: 

the landform and the sea. The sea’s influence 
means that temperatures are mild all year round, 
ranging from 11º C to  27º C. Only very rarely, 
temperatures can go below  3º C or higher than 
30º C. The annual temperature average is 18.8º 
C. The highest temperatures are reached in 
July and August, due to the subtropical hot air. 
Meanwhile, the lowest temperatures (always above 
0º C) are usually registered in January.

Rainfall is quite unusual and mainly takes place in 
the winter months. The average of rainy days rises 
to 62 days while the average of hours of sunlight 
per year rises to 2,621. 

Additionally, as per the speed of the wind in 
Ceuta, the variation through out the year is very 
slight. The windiest months (from October to 
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May) the average of the wind speed rises to 18.3 
kilometers per hour. Regarding the sunlight, in the 
shortest days, Ceuta counts with almost 10 hours 
of natural light while in the longest days it has 
around 15 hours of natural light.

The best time to visit Ceuta is from May to 
September. That period stands out for its mild 
temperatures and the unlikely rain. 

Ceuta’s temperature is similar to the one 
registered in San Diego (United States) and Rio 
Grande (Brazil).

Geographical surroundings

Ceuta is an Autonomous City of Spain, situated 
on the African coast of the Strait of Gibraltar. 
Specifically, in the north-western area of the 
Tingitana peninsula. By the east and the south, 
the city is surrounded by the Mediterranean 
sea. Meanwhile, by the west and the south-west, 
it borders with Morocco. This conditions make 
Ceuta enjoy a strategic location as it is situated 
between two continents, Europe and Africa, and 
between two seas, the Atlantic Ocean and the 
Mediterranean Sea. 

Ceuta’s geographic environment is notable for its 
cultural diversity, where Christians and Muslims 
and, to a fewer extent, Hindus and Jewish coexist. 
The city centre is located near the port and on the 
hillside of Mount Hacho..

The geographical surroundings of Ceuta include 
the Bullones Range (Sierra Bullones - a natural 
frontier with Morocco), Mount Hacho, Almina, the 
Isthmus and the Outer Field. In the central area 
we find the Isthmus connecting the peninsula of 
Almina and the African Continent. Finally, the 
Outer Field (Campo Exterior) is the location with 
the highest peaks, including Mount Anyera, with 
an altitude of 310 meters, Mount Tortuga and 
Mount Renegado.

Despite a surface of around 20 square kilometres, 
Ceuta has a rich and varied flora and two bays: 
the North Bay facing the Iberian Peninsula and the 
North Bay, facing Morocco.
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Cost of living

Ceuta is currently one of the cheapest cities in Spain. Among other factors, house rental is relatively 
cheaper than in other Spanish locations.

Information on rental deposits in 2016

Average rent
€/m2.month

Average surface
m2

Average rental amount  
€/month

Madrid 8 99.6 689

Community of 
Valencia 6,0 101,5 551

Ceuta 7.7 92.9 511

Likewise, the cost of living in this city is 5.07% cheaper than the national average if we compare the 
outlay that consumers in Ceuta have to make to buy products and services (i.e., house buying or 
renting, transport cost, acquisition of basic products and sevices, etc).

This is reinforced by the Consumer Price Index (“CPI”). As its shown in the following graph, the prices 
of goods and services consumed by Ceuta’s residents allow us to estimate a low cost of living.

Source: Ministry of Development “Observatory of housing and land. Special Residential Renting Bulletin” (2017). 



Graph 1.  
Consumer Price Index. Autonomous Communities and Cities. Annual Change.

Graph 2.  
Consumer Price Index. Autonomous Communities and Cities. Annual Change.

Source: National Institute for Statistics.

Source: National Institute for Statistics.

According to the National Statistics Institute (INE), the average monthly salary in Ceuta is 2,475.84 
euros, significantly above the average of other Spanish territories as depicted in Graph 2. This, added 
to mentioned low cost of living, situates Ceuta’s standard of living above other Spanish cities or 
Autonomous Communities. 
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Other 
attractions

9

Port charges and 
customs benefits

The City of Ceuta has initiated a process in order  
to incentivize the small and medium-sized industry 
with an exporting vocation. Under the protection 
of the Rules of Origin system, in Ceuta, raw 
materials can be imported from any place in the 
world without paying customs duties and, provided 
certain legal requirements are met, finished 
products can also be exported to the rest of the 
European Union without paying customs duties.  

Within the customs legislation applicable in Ceuta, 
it is worth highlighting the exoneration, from the 
payment of customs duties, of the traffic of goods 
that are deemed to have its origin in Ceuta or 
which have acquired such status as consequence 
of a transformation process.  

The new customs laws applicable to the City of 
Ceuta set out under Regulation 82/2001 of the 
Council of Europe extends the number of products 
that can acquire the Ceuta’s origin status as it 
requires a sufficient level of transformation in 
this territory, instead of the generally applicable 
“substantial transformation requirement” which is 
much more complicated to fulfill. 

Regional incentives

Financial aids granted by the Spanish competent 
authority in order to promote productive 
investment. These aids are materialized in non-
refundable subsidies with the aim of alleviating the 
inter-territorial imbalances. 

The regional incentives may cover the 15% of the 
approved investment for large companies, 25% 
for medium-sized companies and 35% for small 
companies.
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ESF financing facilities

The European Social Fund (ESF) is the main tool 
of the European Union to boost the creation 
and promotion of employment, as it contributes 
directly to the quantitative and qualitative 
improvement of job positions.

The action lines to which ESF resources are 
destined are intended, broadly, to increase 
quality, stability and levels of employment. 
To achieve this, the targets are: (i) creating 
employment opportunities for all jobseekers; (ii) 
actively combatting social and labor exclusion; 
(iii) promoting access to the labor and business 
market for unemployed women; and, (iv) 
promoting stable and quality employment.
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Government of Ceuta and EY Abogados 
have reached an agreement by which the 
e-gaming companies that are interested in 
opening a subsidiary in Ceuta may contact 
EY Abogados for a preliminary free advice. 
For additional information, please contact 
the following EY professionals

Alberto García Valera 
+34 954 238 711 
Alberto.Garcia.Valera@es.ey.com

Jose Felipe Masa Sanchez-Ocaña  
+34 954 665 274 
JoseFelipe.MasaSanchezOcana@es.ey.com

Co
nt

ac
ts

 

46 |  Ceuta: Europe’s best taxation in the North of Africa EY 2020 





EY exists to build a better working world, helping to 
create long-term value for clients, people and society and 
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