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A GUIDE TO RETIRING IN SPAIN

After dedicating a lifetime to family, finances and 
responsibilities, retirement is the moment to set yourself free 
and focus on relaxation and recreation. Retirement is about 
enjoying all the things in life you may not have previously 
had the chance to enjoy. Without the commitment of work 
and young families, it’s possible to kick back and reap the 
benefits of your lifelong efforts. One of the key decisions to 
be made when entering retirement is ‘where’ you might want 
to spend your golden years. This is often the time, when the 
dream of owning a home in the sun, can finally come to life.

It’s all about finding the quality of life you deserve. It is 
no surprise that retirees are looking for warmer, cheaper, 
healthier locations to base themselves. The Costa del Sol 
is hugely popular as a retirement spot. For many retirees 
the dream of relaxing on a warm, sunny beach in a village 
or town that offers a laid back and safe way of life comes 

true when they move to Spain. As a lifestyle and investment 
destination, it ticks all the boxes. The popularity is due to 
attractive property prices, low cost of living, high quality 
of life, a great climate, personal safety, outstanding health-
care, incredible beaches, a welcoming culture and excellent 
infrastructure. Properties are increasingly of high quality 
standards and affordable, providing ideal living solutions for 
those entering their retirement years.

Malaga is particularly well positioned to allow quick, easy 
and well-priced flight options all over Europe. This provides 
the network for which retirees can maintain solid links with 
their families, by either returning home for visits, or receiving 
guests to stay.

If retiring in Spain is something you are considering, it is 
important to consider the practicalities to make the move a 
success. Here we will provide you with all the information 
you need to start living your retirement life to the full!
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RESIDENCY

For those looking to reside in Spain for more than 3 months in the 
year, it is a legal requirement to apply for residency. Becoming a 
legal resident in Spain, particularly if you are a citizen of the EU 
is not difficult. 

The very first step is to apply for an NIE number (Número 
Identificación de Extranjeros.) If you are buying property, your 
lawyers will usually take care of this as part of the process. An 
NIE number is essential for all aspects of everyday life in Spain:

 • Opening a bank account.
 • Buying and Selling Property.
 • Buying a car.
 • Securing a mortgage or loan.
 • To set up a business.
 • To register with social services. 
 • To apply for a driver’s licence.
 • For tax payments.
 • Opening utility accounts, such as gas, water, electricity, 
   internet, mobile phone. 

If you are applying for an NIE number yourself, you will need to 
attend your local foreigners office usually found within the police 
station. They will provide you with the forms and documents 
needed to complete your application for an NIE number. They 
may also book you an appointment for you return and present 
the documents..

Once you have your NIE number, you can move on to the next part 
of the process. Once again, you will need to attend the foreigner’s 
office, and request the documentation applicable for a residency 
application. There is more to this process, and therefore can take 
more time. The general purpose of the application is to ascertain 
that you have the means to support yourself so that you do not 
become a liability to Spain’s economy or health service.

The finer details can vary between regions, towns and even 
police stations, but in general to support your application for 
residency, you will be asked to present the following items:

1. NIE Certificate



WWW.DREAMLIFEPROPERTY.COM

6

2. Proof of Income

You will need to demonstrate that you have the financial means 
to support yourself while living in Spain. The exact requirements 
can vary from region to region, but the usual requirement 
for those in receipt of pensions is that it meets the Spanish 
minimum wage level of approx. €700 per month. Some police 
stations will process your residency with just savings. If you are 
not entitled to a state pension in your home country you will 
need to demonstrate that you have a regular income from an 
alternative source.

Either way, you will have to get a bank statement for the previous 
3-12 months to demonstrate your financial activity and in some 
cases a Pension certificate to demonstrate how much you will 
receive over a given period.

3. Healthcare

Pensioners and retirees need to prove that they are entitled 
to health care paid for by the country from which they come. 
You must request a document from your home country to 
demonstrate your eligibility to use the National Health Service in 
Spain as a pensioner. In the UK, the document comes from the 
pension service in Newcastle and is called an ‘S1 form.’ In other 

EU countries it can be referred to as E121 or E106 forms. Just 
ask your national pension service organisation. Alternatively if 
you have not yet reached pensionable age you will need to take 
out private health insurance.

4. Padron Certificate

With your NIE number and proof of address, either from title deeds 
on a property or a rental agreement, you are able to apply for a 
Padron Certificate at your municipal town hall. The certificate 
must be dated within 3 months of your residency application, 
and proves that you are registered on the local census.

5. Social Security number

You will need to locate your local Instituto Nacional de la 
Seguridad Social (INSS) office to receive a Social Security 
number on presentation of your health cover document from 
your home country.

6. Fees paid at bank

7. Copy of passport

8. Completed residency EX-18 application form
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PENSIONS

For most people entering retirement, a pension will be the 
main source of income. This could be either a state or 
private pension, but it is important to establish how this will 
be paid to you, and how you will access these funds while 
living abroad.

The following rules apply if you live and have worked in one 
or more EU countries, Iceland, Liechtenstein, Norway or 
Switzerland. You should ask for information on obtaining 
your pension at least 6 months before you retire because 
drawing a pension from several countries can be a long 
procedure.

Who pays your pension?

In each country, your national insurance record is preserved 
until you reach the pensionable age. Every country where 
you have been insured for at least one year will pay you an 
old-age pension, when you reach its national pensionable 
age. The age can vary from country to country and you will 
need to check with the relevant pension authority. In some 
EU countries, you will have to wait longer to start drawing 
your pension than in others. If you have worked in three 
countries, you will get three separate old-age pensions.

How is your pension calculated?

Your pension will be calculated according to your national 
insurance record in each country you have lived and worked. 
The sum you receive from each of these countries will 
correspond to the length of your social security coverage 
there. You will receive a Summary note (document P1) 
which will give you an overview of the decisions made by 
each country on your claim. 

Where should you apply?

Even if you have worked in several countries, you should 
apply for your pension in the country where you live, unless 
you never worked there. In the latter case, you should apply 
in the country where you last worked. 

How your pension is paid

Your pension will be paid regardless of where you stay or 
reside within Europe (EU28 + Iceland, Liechtenstein, Norway 
and Switzerland) Your state pension will rise annually, even 
if you live in Spain as it is within the European Economic 
Area (EEA).
Retirees living in Spain who are in receipt of an EU State 
Pension can opt to have their monthly payments paid into 
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their home bank account or their bank account in Spain. 
For the second option, you’ll need the international bank 
account number (IBAN) and bank identification code (BIC) 
numbers for your Spanish account. 

Many expats prefer to have their pension paid into their 
home account. If your pension is paid in Euros there will be 
little cost involved in transferring Euros from one country to 
another. If your pension is paid in an alternative currency, 
then it is wise to use a currency transfer specialist. Exchange 
rates offered by currency specialists are better than those 
you would receive if your pension was sent direct to Spain 
from your paying pension authority.

Currency specialists also allow you to fix an exchange rate 
for future transfers. This means you can know exactly 
how much your pension will be worth in Euros for up to six 
months or a year in the future. 

Private Pensions

As well as your State Pension, you may have one or more 
personal or workplace pension plans in place. If this applies 

to you, it is highly advisable to talk through these with a 
financial advisor before you move. They will look at your 
various pension funds and investments as a whole and offer 
various tax efficient options for structuring all your assets. 
For example, it could make sense to transfer funds into a 
SIPP or QROPS – both with very specific tax benefits and 
requirements. But everyone’s situation is different, so there 
is no ‘one size fits all’ solution.
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TAX

Retiring to Spain and spending more than 183 days during 
a calendar year there, means you will become a tax resident 
of Spain. Cross-border double taxation occurs when two 
different countries subject the same item of income or 
property to tax for the same period for the same person.

As a rule, once you are a tax resident in Spain, you are liable 
to pay tax on your worldwide income, which includes your 
state and any private pensions, as well as interest or gains 
earned on deposit accounts and investments. 

There is no general EU measure to eliminate double taxation, 
but most EU countries have bilateral agreements in place to 
relieve double taxation when it occurs. It is the responsibility 
of the recipient to inform the pensions department in their 
home country that this is the case so that pension can be 
sent with no deductions. It is also the responsibility of the 
recipient to declare the monies to the tax office in Spain, so 
the appropriate deductions can be made. Not all incomes 

COST OF LIVING

It is so important to consider the cost of living in Spain 
before you make the move, so that you can assess whether 
or not you will actually be better off on the Mediterranean. 
Assuming you already know your monthly income from 
pensions, investments and savings you need to look at what 
life is likely to cost you on a monthly basis.

and gains are taxable in both countries, but not getting it 
right could mean you end up paying more than you need 
to. There are ways to minimise your tax obligations in your 
home country once you are no longer resident there.

Failing to register as a tax resident in Spain and pay tax 
when legally you should could land you in serious trouble, 
regardless of your tax payments elsewhere

It is highly likely you will need to file an annual Spanish tax 
return and declare any assets outside of Spain, especially if 
you will need to claim any tax relief. It is advisable to get help 
with filing your annual tax forms in Spain. 

Taxes are always complicated affairs, regardless of the 
country and when a language barrier is introduced into the 
mix, and can make the situation seem overwhelming. There 
is no need for concern. We can point you in the direction 
of the local experts, who speak your language and who can 
guide you through the process.

Spain has typically been regarded as one of the best value 
places to retire to. If you are looking to make your income 
stretch as far as possible then Spain offers the chance to 
live the good life for an excellent price. Cost of living can 
vary and the closer you are living to a coastal of tourist 
destination, the more expensive it is likely to be.
 
One of the first savings you will notice in Spain is your council 
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tax bill. Spanish council tax is known as IBI and paid direct to 
the town hall or SUMA offices. Based on the rateable value 
of your property, rates vary by area and region but generally 
your annual bill shouldn’t be more than a quarter of what it 
would be for a comparative property at home.

In terms of utilities, water costs are very reasonable. With 
limited gas installations, homes are typically run almost 
entirely on electricity. It is common to have air conditioning 
in Spain, which can bump up your electricity bills in the 
summer, as well as in the winter, if you use its heating 
function. Having a swimming pool will also add to your 
monthly bills. Water, chemicals and electricity to power the 
pump are unavoidable, and you may have to pay someone to 
look after it for you unless it is a communal pool.

Don’t forget, if your home is part of a complex or 
development, it is likely you will need to contribute to the 
upkeep of communal areas, such as the pool and gardens, 

through payment of community fees, which vary according 
to the area and on-site facilities. You should enquire about 
the costs of this before buying or renting a property to avoid 
any unexpected surprises. 

Public transport, including buses and trains, are very 
reasonable. The cost of purchasing a car is expensive 
compared to most other countries in Europe, however fuel 
costs are relatively low. In terms of groceries, supermarkets 
are cheap if you buy local brands, but you will pay a premium 
for international brands and imports. One of the real delights 
of living in Spain is the opportunity to eat and drink out 
cheaply. Follow the locals and opt for the ‘menu del dia’, an 
excellent value 3 course meal.

We have mapped out some rough prices based on everyday 
living costs for 2 retirees, living in a 2 bedroom apartment on 
the Costa del Sol.
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HEALTHCARE

People in receipt of an EEA state pension are entitled to the 
same level of state healthcare as a Spaniard under the national 
insurance scheme. Spain has a well-developed national health 
system. However, the health service does experience high 
demands for services and there are often long waiting lists 
for treatment and operations. Many people opt for private 
healthcare in order to avoid this and people who are seriously 
considering retirement in Spain may want to research the cost 
and availability of private healthcare.

Once you are a resident you can register with a doctor at your 
local medical centre. To do this, you’ll need your passport, 
residency and certificate from your home country as proof of 
healthcare entitlement.  In due course you will receive a health 
card (tarjeta sanitaria), which you present when you use the 
health service. 

Prescriptions
There are some costs associated with prescriptions, but 
for those in receipt of a pension, there are relatively low 
contributions.

 • Pensioners with an income below €18.000 will have 
   to pay 10% of prescription costs up to a maximum of 
   €8.23 per month,

 • Pensioners with an income between €18.000 and 
   €100.000, will have to pay 10% prescription costs up 
    to a maximum of €18.52 per month/

You also need to be aware of emergency procedures; who to 
call in an emergency and which hospitals to go to in the event 
of an emergency. 

Spain’s emergency number is 112.

12
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WILLS/INHERITANCE

A priority for anyone retiring to Spain should be putting all the 
necessary legal structures in place to ensure your assets will 
pass to your chosen heirs smoothly and with minimal fuss. Your 
assets comprise the whole of your worldwide estate, movable and 
immovable, including any property you may have retained at home, 
perhaps for rental income, as well as your new Spanish home.

It is likely you will already have a Will in place. However, when you 
purchase your future home in Spain, you should speak to a bi-lingual 
Spanish lawyer, who will consider your existing Will and advise on the 
best way forward. It could be that you will need to make a new will in 
Spain.

The rules governing succession law for expats can be complex, 
taking into factors such as domicile, residence, nationality or 
habitual residence, in order to determine what laws should apply to 
an individual’s estate. Problems get even more complicated when 
someone dies in Spain without a will, as the country has forced 
inheritance laws.

In an attempt to simplify things within the European Union, in August 

2015 Brussels introduced its new Succession Regulation. This affects 
any European person who own property in Spain, whether it’s a second 
home or your permanent residence.

Under the new rules, the default position for succession is governed by 
the law of the country in which the deceased was ‘habitually resident’. 
Crucially though, the new rules also say that an EU citizen may 
choose to apply the law of their own nationality, to the succession and 
administration of their estates – this must be clearly stated in a will 
(multi-nationals can choose any of their nationalities).

Fortunately, like many countries, Spain offers relief for inheritance 
tax liability. Typically, this means that inheritance tax is paid in the 
jurisdiction demanding the highest amount, e.g Spain, and a credit 
note can then be sent to your home country, thereby confirming the 
tax has been paid and no more is due. To understand inheritance tax 
thoroughly and find out the most effective way to hold your assets 
and minimize your IHT/succession tax exposure, get advice from a 
Spanish law firm that specialises in helping expats. 

At Dreamlife Property, we are here to make sure your move is as 
smooth as possible. If you need assistance with making a Spanish 
Will, we will take you through the process.
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Our aim is to provide you with the best service possible and ensure 
every measure is taken to make sure your property purchase is 
smooth from start to finish.

Our experience and local knowledge mean that you have peace of 
mind to relax and enjoy your new home, safe in the knowledge that 
every detail of the buying process is taken care of by experienced 
professionals. 

 • We will deliver beyond your expectations! From the 
   moment you meet us, until the moment you have 
   found your Dream property.

 • You will feel safe: Our quality procedure securing all 

   the legal and administrative elements stands out in a 
   way that is second to none.

 • You will feel taken care of: Our service and customer 
  care program allows you to relax in the process. 
  Transport, Hotel… we take care of it all.

 • You will feel satisfied: we guaranteed to find your 
    dream property and leave you feeling 100% satisfied.

Whether you are looking for a holiday home or planning to 
settle, we can help you find your perfect place in the sun.  We 
don’t just sell houses, we make dreams come true.
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WHY BUY WITH DREAMLIFE PROPERTY?
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PLEASE GET IN TOUCH!
You can get in touch, by mail or by phone. We will help with any questions you 

have and look forward to speaking with you in person.

ADDRESS:
Dreamlife Property

Avenida del Carmen 9,
Edif. Puerto Sol local 13,

29680
Estepona,
Malaga,
Spain

CIF: B933455544

EMAIL AND WEBSITE:
info@dreamlifeproperty.com 
www.dreamlifeproperty.com

PHONE:
Landline: +34 952 885 600
From UK: 020 319 18060

From Norway: 21 98 88 87

CONTACT US
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