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Madrid tax incentives under the “Mbappé Law”

Madrid Law 4/2024 of 20 November introduces a new tax incentive for individuals which mainly seeks to
attract investors - rather than investments - to the Autonomous Region of Madrid , commonly known
as the

This briefing outlines the essential elements of this tax incentive, which mainly seeks to attract new tax
residents — rather than investments — to the Autonomous Region of Madrid:

WHAT DOES IT CONSIST OF?

A 20% deduction from the gross tax liability for certain investments. The base of the deduction is the
acquisition value of the investment, including the expenses and taxes associated with it, but excluding
interest related to its financing.

WHO CAN BENEFIT FROM IT?

Individuals who have not been tax resident in Spain for the last five years and who become subject to
Personal Income Tax due to their relocation to the Autonomous Region of Madrid (any time from 1 January
2024 onward), provided that they acquire and then maintain their tax residence in Madrid for a minimum
six years period.

WHAT INVESTMENTS QUALIFY FOR THE DEDUCTION?

Investments in (a) debt securities, whether or not traded on regulated markets, and (b) share and other
equity type securities, provided that, in the latter case, all of the following requirements are met:

(i) the issuing entity is not incorporated or domiciled in a non-cooperative jurisdiction;

(ii) the direct or indirect stake in the share capital or voting rights of the entity held by the
taxpayer, the taxpayer’s spouse or any person related to the taxpayer by kinship or marriage up
to and including the second degree of consanguinity, at no time exceeds 40%; and

(iii) the taxpayer does not is not a manager, director or employee of the relevant entity.
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WHEN MUST THE INVESTMENT BE MADE IN ORDER TO QUALIFY FOR THE DEDUCTION?

As a general rule, the investment must be made in the calendar year in which the taxpayer becomes a
Spanish tax resident subject to Personal Income Tax in the Autonomous Region of Madrid, or in the
following calendar year.

However, when the investment is made in securities issued by Spanish entities, it can also be made in
the calendar year preceding the tax residence.

ARE THERE ANY MAINTENANCE REQUIREMENTS?

The investment must be held for six years, although it can be disposed of without losing the deduction as
long as the total proceeds resulting from the disposal are reinvested within one month in similarly qualified
securities. In the case of investments in securities issued by Spanish entities before the investor’s
relocation to the Autonomous Region of Madrid, that reinvestment option will only be possible once they
investor has become tax resident in Madrid.

WHEN CAN THE DEDUCTION BE APPLIED?

The deduction can be applied in the tax period in which the investment is made, or in the tax period when
the person becomes Madrid tax resident if the investment was made at such time, and in the following
five years.

If other regional deductions apply, then this deduction is applied on a secondary basis. Thus, if a taxpayer
is unable to apply all (or part) of the deduction due to insufficient tax liability, i.e. if tax liability is zero after
applying regional deductions, the deduction (or remaining portion thereof) can be applied in the following
five years.

For example, a taxpayer who invests EUR 250,000 is entitled to a deduction of EUR 50,000. If the
taxpayer has total regional tax liability of EUR 30,000 in the first year, the taxpayer could apply EUR
30,000 in the first year and the remaining EUR 20,000 in the following five years, subject to available tax
liability in each year.

HOW CAN THE DEDUCTION BE CANCELLED?

Failure to comply with the requirements to maintain the investment and tax residence for six years results
in the loss of the right to apply the deduction.

DOES THE DEDUCTION HAVE ANY INCOMPATIBILITIES?

This deduction is incompatible with the regional deductions for acquisition of shares or holdings in newly
created companies (art. 15) and for investments in companies listed on the Alternative Stock Market (art.
17).

Taxpayers covered by the special regime for inbound expatriates (art. 93 of the Personal Income Tax Law
aka Beckham tax regime) cannot also benefit from this incentive. Case-by-case analysis will be needed
to determine which regime is more favourable.
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