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Magellan Network

International human resources networking group

Technical, Legal and HR Metwork of Professionals Nebwork of Professionals
Documentation & Research Specialized in Legal, Specialized in International
Center Technical and HR Practices Policies and Practices

and Policies in International relating to Compensation &

Who are we?

Founded in 1998, the Magellan Metwork is an international netwark of human resources
directors offering meetings, exchanges and information.

To optimize your management of global transfers, we offer three different networks:

* International Mobility Club for International HR Directors and Mobility Managers;
* [nternational Comp & Ben Club for Compensation & Benefits specializts:
* [nternational Talent Management Society for Talent Managers.
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This part is accessible by both communities (International Mobility Club  and
International Comp & Ben Club )

It contains:

» 34 country guides (labor law, social protection, tax system, compensation...)
* resources by theme
* tools (HR glossary in French-English/English-French, bibliography)

International HR Online Resources

Country Files

Research Files

ools
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Country Files

Research Files

*New guides are created each year.
_
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Termination of Contracts

. General Considerations

. Resignation

. Expiry of Fixed-Term Contracts

. Termination by Mutual Agreement

. Individual Dismissal

. Mass Redundancy

. Causes for Breach that Are Beyond the Parties’ Control

. Causes for Breach that Are Linked to the Company

. Termination of a Senior Executive’s Employment Contract

6.

Art

1. GENERAL CONSIDERATIONS

cle 4% of the Workers Statute provides for that the employment contract can be

terminated:

Upon mutual consent of the parties.

For grounds provided for in the contract (trial period, replacement of an absent
employee].

At the term provided for by the contract.

In the event the employee resigns.

Further to death or disability.

Further to the employee's retirement.

Further to the emnlover's dizahilitv or retirement.

6.8. CAUSES FOR BREACH THAT ARE LINKED TO THE
COMPANY

There are 4 causes:

* Mo legal personality any more.
* |nsolvency proceedings.

* Transfer of undertaking.

* Sybcontracting.

6.8.1. The Company is No Longer a Lega Entity

The employment contracts signed with a legal entity mav be terminated upon
authorization of the competent labour authority for one of the following reasons:

* Expiry.

* Merger.

* Force majeure.

¢ [ecision of the general meeting.

In such as case, the emplovee shall be entitled to compensation corresponding te
days’ pay per year of service up to 12 months as well as unemployment benefits.

6.8.2. Insolvency

Law 22/2003 of July 9, 2003 ("Concursale™), as amended by legislative decree 3/200'
March 27, 2009, provides for a single procedure in the event of suspension of paw
or bankruptcy. |t contains several provisions on the future of the employment
contracts.

In the event of insolvency proceedings, several stages must be observed:

* the receiver must hand his/her report over to the judee;
¢ gnce insolvency is declared, the judee may decide to:

* syubstantially modify the working conditions.

# terminate the employment contracts or

* suspend the employment contracts;
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Spain

Social Protection

. Beneficiaries

. General Organization

. Contributions

. Basic Coverage

. Bilateral Social Security Agreements

[ I N P N R

3.3. CALCULATION

Contributions are calculated from the salary within a limit corresponding to the
occupational category to which the worker belones, among the 11 existing categories.

Depending on the category, the wage on which the contributions are calculated may
not be inferior to a certain amount.

Social security contributions are not individualised but correspond to an overall rate.

The income considered for the calculation of contribution is the gross wage, including
the bonuses and other extraordinary payments (spread on 12 months or 365 days).

Owvertime compensation is also subjected to contributions if the hours worked overtime
are not structural. On the other hand, structural hours provided for by collective
agreement or worked because of force majeure are subjected to a reduced
contribution rate (2% for employees and 12% for employees).

The following are excluded from the base subject to social security contributions:

* Allowances and professional travel expenses reimbursement when such expenses
are excluded from the taxation base.

* The various compensations in the following circumstances:
# Death of the worker.
* Geographic deployment that requires moving.
* Suspension of the labour contract for reason of technical unemployment.
* Redundancy and closing-down of the company.

* (Office bonuses and reimbursement for the purchase of professional tools or
clothes.

¢ Goods provided by the company for an amount inferor to 20% of the minimum
wage.

* The bonus given to the worker for his/her wedding.

* Sacial security benefits.

The following are considered as social security benefits:

* Additional allowances directly paid by the emplover (in case of disease or technical
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3.4. CONTRIBUTION RATES
Contributions (2010

Type of Insurance Employer Rate Employee Rate
4. T%

Sodal Security 236k 28.3%
Une:mployment* 5_50% 1.55% 7.05%
‘Wage Guarantes Fund 0.2% - 0.4%
Wocational Training 0.6% 0.1% 0.7%

Source: Social Security 2010

*. full-time fixed-term contract: 1.65% (employes) and 6. 75 femployer)
- part-time fixed-term contract or fixed-term contract concivded with a temping agency: 1.6% femployee) and
7.7H (employer)

In addition to these contributions, one must add contributions for industrial accidents
that the employer must pay in full. These contrbutions are EUR 739.90 and EUR 3,198

maximum a month.

It should be noted that Spain has adopted a bonus-malus system. Companies that have
taken the necessary measures to effectively reduce damages will receive up to a 10%
reduction in contributions. The measures taken into consideration include:

* implementation of prevention services in the company or calling on external
SErViCces;

* a mobility plan;

* investments made to ensure risk protection greater than statutory requirements,
etc..

The absence of effective measures can result in an increase in contributions of up to
20%.

Calculation of Contributions By Occupational Catesory {January 2010)

Contribution - - Bases Monthly Minimum | Bases Monthly Maximum
Categor - E— = . Bl =
Group Cag.pzfens fozmes, Contribution Base (in €) | Contribution Base (in €)

Enginzers and university
graduates, senior managers

1 ot included in Article 1. 3.c) 1,031 70/ month 3,198/ month
of the Workers' Statute®

Enginesring technicians,
2 experts and assistants with a B55_ 90/ month 3, 198/ month

nmivarsite desras
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Tax System

1. General Tax Principles

2. Resident Income Tax

3. Mon-Resident Income Tax
4. Bilateral Tax Treaties

3. Non-Resident Income Tax

3.1. Overview
3.2. Taxable Income
3.3. Tax Rate Schedule

3.1. OVERVIEW

3.1.1. Tax Liability
1°) Non-Residents

Mon-residents are considered to be those individuals who:

* ctay in Spain more than 183 days a vear with temporary absences counted towards
the calculation of the period of presence;

# do not have their center of economic interests in Spain;

* do not have their spouse and dependent child under 18 in Spain.

They must provide proof of their residence abroad by submitting a declaration from the

tax authorities in their country of origin to the Spanish tax center. This declaration is
valid one year and must be renewed every year.

Mon-residents are only taxed on their Spanish-source income.

2") Optional System for Expatriates

Foreigners who are transferred to Spain and must relocate their residence may opt for
gither resident or non-resident status for the current tax vear and the following five

tax vears.

Mon-resident status can be chosen if all of the following conditions are met:

& MageLian
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Spain

Immigration

. Entering Spain

. Staying in Spain

. Working in Spain

. Interning in Spain

. Studying in Spain

. Family Reunification

. Obtaining Spanish Citizenship

] L e L) ) =

& Reference

Websites:
Stay procedures

Spanish Home Office

3. Working in Spain

1. EUFEEASSwiss Nationals
.2. Third Country Mationals

Ll Ll

3.1. EU/EEA/SWISS NATIONALS

Mationals of the EU, EEA and Switzerland are entitled to work in any other Member
State and are protected by the principle of equal treatment.

The transitory measures concerning access to employment for the 12 Member States
that entered the European Union in May 1, 2004 (excluding Malta and Cyprus) and
January 1, 2007 ended on May 1, 2006 and January 1, 2009, respectively. The
employment situation is thus no longer enforceable to the citizens of these countries,
who will no longer be reguired to obtain a work permit or a resident card to hold
gainful employment in Spain.

BN o

3.2. THIRD COUNTRY NATIONALS

Generally, foreigners may work in Spain only after obtaining:

* a long-stay visa with the purpose of carryving out salaried employment, issued by the
Spanish consulate of the place of residence;

* 3 temporary residence permit and a work permit, requested by the emplover and
issued by the Ministry of Labor and Immigration.

Mote: Pursuant to a ruling rendered by the Spanish Supreme Court, these two documents are
necessary for foreign nationals to claim >ocial Security benefits, and unemployment benefits in
particular.
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Depending on their membership, members have access to either or all
communities.

Each Club offers
a directory (complete contact information of each member: name, tel., e-mail, address)
search for members by country
a forum of exchange among international members
club activities (meetings, congress, webinars etc.)
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and add your experience to benchmarking
- on international mobility  and/or
- piloting on international compensation and benefit S

For information on Magellan Network membership, please contact:

In Europe

Anne-Laure BUDIN

Communications and International Relations Director
Tel.: (+33) 14234 7578
communication@magellan-network.com




