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1.

Personal Income Tax
(PIT) and Social Security
“Student tickets”
The amounts paid as "student tickets" (“vales
educação”) by the employer to its employees
with dependents aged between 7 years and
25 years are now fully taxable as employment
income. Formerly, "student tickets" were up to
the annual limit of € 1,100 per dependent.
The exclusion from taxation of "children tickets"
(“vales infância”), applicable to dependents
under the age of 7, remains in force.

Coaches of high performance
sportsmen
The exclusion from personal income tax on
awards granted to high-performance athletes
by the Olympic Committee of Portugal and by
the Paralympic Committee of Portugal or by
the respective federation qualified as a sport
public utility entity, has been extended to the
respective coaches.
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Performance of public functions
or secondments abroad
A percentage of the gross employment income
received by individuals performing public
functions or in secondments in a foreign
country, at the service of the Portuguese State,
is excluded from PIT.
The percentage of income to be excluded from
taxation shall be determined by a joint order of
the ministries with the responsibility for finance
and foreign affairs. It shall be established
for each country in which the individual
is exercising his duties, according to the
purchasing power parity ratio between Portugal
and that country. The exclusion from taxation of
part of the employment income applies only if
the individuals do not receive other allowances,
either exempt or not subject to taxation, with
the same purpose.

Volunteer firemen
The exemption from taxation of compensations
and subsidies related to voluntary activities
performed by firemen is extended to cover
amounts made available by Municipalities and
Inter-municipal Communities, as well as to
cover the protection and joint aid mechanism
in Serra da Estrela.

“The reduction of PIT may be
neutral in view of the changes to
the simplified tax regime and the
end of the student tickets.”
Leendert Verschoor, Partner
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Self-employment income
– Simplified tax regime
The method to assess the taxable income of
Category B under the simplified regime is
changed.
The changes apply to self-employees who
exercise the activities foreseen in the table
mentioned in article 151.º of the PIT Code,
as well as the taxable income relating to the
rendering of other services not covered in this
table.
The main change relates to the fact that the
deduction which previously resulted from the
application of the coefficients now depends
partially dependent on the verification of the
existence of expenses effectively borne by the
taxpayers.
Accordingly, to the taxable income assessed by
applying of the respective coefficient (0.75 or
0.35) it should be added the positive difference
between 15% of the gross income and the sum
of the expenses related to the activity.
For deduction purposes, the following expenses
are allowable:
i) specific deduction of € 4,104 or, if higher,
the amount of mandatory social security
contributions;
ii) staff costs and charges with respect to
salaries and wages reported by the taxpayer
to the Portuguese tax authorities (Declaração
Mensal de Remunerações “DMR”/Modelo 10/
Modelo 30);
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iii) rents for properties allocated to the
entrepreneurial or professional activity
supported by invoices or other documents
reported to the Portuguese tax authorities
(PTA);
iv) 1.5% of the tax registration value of
properties allocated to the entrepreneurial or
professional activity or, regarding properties of
which the taxpayer is the owner, usufructuary
or superficiary and are allocated to hotel
or local lodging activities, 4% of their tax
registration value;
v) other expenses with the acquisition of
goods and services related to the activity that
are supported by invoices communicated to
the PTA or issued through those authorities’
website, namely current consumable
costs, electricity, water, transport and
communications, rents, litigation, insurance,
leasing, contributions to professional bodies
related with the activity of the taxpayer, travel
and accommodation of the taxpayer and of
his/her employees;
vi) imports or intra-community acquisition of
goods and services related to the activity.
The costs foreseen in iii), iv) and v) above
referred, when only partially allocated to the
entrepreneurial and professional activity, are
considered in only 25%.

- the invoices and other documents supporting
the expenses exclusively or partially related
with the activity (e.g. rents and other expenses
with the acquisition of goods and services);
- the properties exclusively or partially
allocated to the activity, e.g. allocation to hotel
activities or local lodging.
Imports or intra-community acquisition of
goods specifically and exclusively made under
the entrepreneurial and professional activity
should be included in the PIT tax return
(Modelo 3).

Extension of the territorial
basis of taxation
It is now regarded as Portuguese sourcedincome the capital gains arising from the sale
of equity or similar rights in companies or other
entities when, in any moment of the previous
365 days, the value of this equity or rights
derives, directly or indirectly, in more than
50%, from immovable properties located in
Portuguese territory (except if these immovable
properties are allocated to agricultural,
industrial or commercial activities other than
the buying and selling of real estate).

In addition, the coefficient of 1 is now
applicable to the income derived from the
provision of services to companies in which,
during more than 183 days in the tax period:
- the taxpayer directly or indirectly owns at
least 5% of the share capital or voting rights;
- the taxpayer, his/her spouse or partner and
his/her ancendants or descendants, jointly
own, direct or indirectly, at least 25% of the
share capital or voting rights.
Up to now, the coefficient of 1 was only
applicable to entities under the “tax
transparency” regime.

For the purposes of allocation of the costs to
the entrepreneurial or professional activity,
the taxpayer should identify through the PTA
website:
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Minimum subsistence level

Education and training expenses

The minimum subsistence level increases from
€ 8,500 to € 8,847.72 (i.e. 1.5 x 14 x Social
Support Index or IAS). It shall apply to selfemployment income arising from activities
included in the list of activities referred to in
article 151.º of the PIT Code (with the exception
of “Other activities exclusively of services” –
other service providers).

Regarding education and training expenses, it
is foreseen a tax deduction for accommodation
expenses incurred by students (aged up to 25
years old and studying) who are displaced more
than 50 Km from their permanent household.
These expenses should be supported by invoices
or any other document proving the rental of the
property or part of the property by the displaced
student.

In accordance with information from the
Government, the value of the Social Support
Index (IAS), which in 2017 amounted to
€ 421.32, should be increased by 1.8% in 2018.
The value of the minimum subsistence level
cannot be lower than the anual value of the
national minimum wage (€ 8,120 for 2018),
per taxpayer.

The tax deduction will correspond to 30% of the
rents, capped at € 300/per year. The global limit
applicable to the education expenses increases
from € 800 to € 1,000 when the difference
arises from these rents.
This deduction is not cumulative, in relation
to the same property, with the tax deduction
applicable to expenses with immovable
properties.

Lunch Allowance
It is established the increase to € 4.77 of
the amount of the lunch allowance which is
exempt from taxation, which corresponds to
the amount of the lunch allowance applicable
to public servants in force since August 2017.
Should this allowance be paid through meal
vouchers, the amount exempt from PIT has
increased to € 7.63.
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Incentive to recapitalisation
of companies
It is established a benefit to capital contributions
in cash made to companies in which the
taxpayers have a shareholding and which are
in the situation foreseen on article 35.º of the
Commercial Companies Code (loss of half of the
share capital), which allows the deduction up to
20% of the capital contributions made against
the:
i) gross amount of the profits made available
by that company; or
ii) balance between realized gains or losses, in
case the shares are sold.
The deduction may be made in the year when
the capital contributions are made and during
the following five years.

General tax rates
The table that establishes the general tax rates
now includes seven brackets, as follows:
Taxable income

Rate

Deductions

(Euros)

(%)

(Euros)

Up to 7,091

14.5%

0

Above 7,091
and up to 10,700

23.0%

602.74

Above 10,700
and up to 20,261

28.5%

1,191.24

Above 20,261
and up to 25,000

35.0%

2,508.20

Above 25,000
and up to 36,856

37.0%

3,008.20

Above 36,856
and up to 80,640

45.0%

5,956.68

Above than 80,640

48.0%

8,375.88

Rental income – Option for
taxation by non-tax residents
Non-resident individuals who are resident in
another Member State of the European Union
or in a country of the European Economic Area
with which there is exchange of information on
tax matters, will, in respect of rental income, are
now able to opt for the taxation rules applicable
to Portuguese tax resident individuals.
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Incentive to the acquisition
of company’s equity by its
employees

Capital gains – allocation of
property to the business and
professional activity

It is now foreseen a tax exemption, up to a limit
of € 40,000 on the benefit derived from share
option plans, share subscription plans and share
attribution plans (as well as other with similar
effect) granted to employees, provided that
the employer cumulatively meets the following
conditions:

It is now foreseen the maintenance of the
deferral of taxation of the capital gains arising
from the allocation of a residential/private
property to the business/professional activity
developed by its owner after the property being
transferred back to the owner’s private sphere,
provided that the property continues to be
rented and while the rental is maintained.

Social Security
Young people working during
school holidays
It is now established that young people who
attend an official or authorised school in
Portugal and who work during the school
holidays are covered by the general social
security scheme for employees, being insured
for the disability, old age and death risks.

The contributions are due on a conventional
basis, calculated taking into account the number
of working hours and an hourly remuneration,
determined under a formula established in
article 83.º-C of the Contributions Code.
The contributions are due by the employer,
at the rate of 26.1%.

• qualifies as “micro or small company”;
• has been incorporated for less than 6 years;
• develops its activity in the technology sector,
under terms to be defined by a regulation by
the Portuguese Government and subject to
the certification of the "Agência Nacional de
Inovação, S.A.";
The tax exemption depends on the maintenance
by the employee, by a minimum period of two
years, of the rights related to the equity which
benefitted from the exemption.
The tax exemption is not applicable to members
of the board and shareholders owning more
than 5% of the equity.
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According to former rules in force, the
assessment of the capital gain occured at the
time of the sale of the property or of another
similar event which determined the assess of
the gains, e.g., the transfer of the property back
to the private sphere of the individual.

Legislative authorisation
– Sharing
The Government is granted authorisation
to extend the tax deductions related to VAT
incurred to other specific expenses namely,
those with the acquisition of mobility services
in the form of sharing, such as bike sharing and
car sharing, as well as the acquisition of solar
energy units to entities with the appropriate
economic activity qualification.
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PIT tax deductions

2018
Amounts in euros
Personal and family deductions
i) Dependants

600.00

Dependants ≤ 3 years old on 31 December of the year to which the tax relates

726.00

ii) Ascendant actually living in the same household with the taxpayer who do not receive income ≤ the minimum pension payable under the general regime

525.00

Only one ascendant actually living in the same household with the taxpayer and who receives income ≤ minimum pension payable under the general regime

635.00

People with disabilities
i) For each taxpayer

1,900.00

ii) For each dependant with disability

1,187.50

iii) For each ascendant with disability actually living in the same household with the taxpayer and who receives income ≤ the minimum pension payable under the general regime

1,187.50

iv) 30% of education and rehabilitation expenditures

No limit

v) 25% of life insurance premiums or contributions paid to mutualist associations

15% of computed tax

- Old age related retirement contributions

65.00/per taxpayer

vi) Disability expenses for each taxpayer and each dependant, which level of permanent disability is ≥ 90%

1,900.00

Health expenses
Deduction of the following expenses, properly communicated to the Portuguese Tax Authorities (PTA):
i) Acquisition of goods and services which are exempt from VAT or that are liable to the reduced VAT
ii) Acquisition of other goods and services duly justified with a medical prescription

15% of computed tax 1,000.00

iii) Health insurance premiums or contributions paid to mutual associations or to non-profit organisations that provide health care as their main activity
Education and training expenses
i) 30% of amounts spent up to a limit of

800.00

ii) 30% of amounts spent with the rental of property for a member of the household, with age ≤ 25 years, studying in a recognized institution

300.00

Global limit of 1,000.00

Retirement home fees
25% of charges for homes and institutions to support the taxpayer, ascendant and relatives until the third generation who do not have income equal to or above the minimum
monthly wage

Limited to 403.75

Alimony
20% of the amount paid No limit No limit
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No limit
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PIT tax deductions (cont.)

2018
(Amounts in euros)
Real Estate costs
Deduction of 15% of the following expenditures
a) Amounts, paid by way of rent, net of subsidies or official contributions, concerning an urban real estate or fraction for permanent housing under the Urban Rental Regime
or the New Urban Rental Regime

Limited to 502.00

b) Debt interest, for contracts concluded until 31 December 2011, incurred with the acquisition, construction or improvement of permanent private residential property or
duly substantiated rental for the tenant’s use as permanent private residence

Limited to 296.00

c) Instalments payable as a result of contracts concluded until 31 December 2011 with housing cooperatives or under the group purchasing regime, for the purchase of residential
property for use as the (taxpayer’s) personal and permanent residence or rental for the tenant’s permanent residence, to the extent in which they refer to interest of related debt

Limited to 296.00

d) Amounts paid by way of rent under a leasing contract concluded until 31 December 2011 regarding a personal and permanent residence under this regime, to the extent
that it does not constitute repayment of capital

Limited to 296.00

The limits set out in paragraphs a) is increased as follows:
- taxable income up to € 7,091
- taxable income over € 7,091 and € up to 30,000

800.00
30,000 - taxable income)
502 + (800 - 502) x (
30,000 - limit amount of the 1st bracket

The limits set out in paragraph b) to d) are increased as follows:
- Taxable income up to € 7,091
- Taxable income over € 7,091 and up to €30,000
Retirement Savings Funds

450.00
30,000 - taxable income)
296 + (450 - 296) x (
30,000 - limit amount of the 1st bracket

(1)

Tax credit of 20% of the amount invested:
i) People under 35 years old

400.00/per taxpayer

ii) People between 35 and 50 years old

350.00/per taxpayer

iii) People above 50 years old

300.00/per taxpayer

Retirement Savings Plans
Deduction of 20% of the amount invested:
i) People under 35 years old

400.00/per taxpayer

ii) People above 35 years old
Donations
Tax credit of 25%:

350.00/per taxpayer

i) Central, regional or local administration; Foundations (with conditions)
ii) Donations to other entities

No limit
15% of tax computed

(1) Amounts invested after the retirement date are not deductible;
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PIT tax deductions (cont.)

2018
(Amounts in euros)
VAT borne

(2)

Deduction of 15% of the VAT borne by any household member included on invoices communicated to the PTA regarding the provision of certain services

250.00 per household

Family general expenses
Deduction of 35% of the amount of expenses incurred by any member of the household provided that the taxpayer number is included in the invoice for expenses
incurred and services provided communicated to the PTA

250.00/per taxpayer

- In case of single-parent families, the deduction is 40% of the amount of expenses incurred by any member of the household

335.00/per taxpayer

Limits to computed tax deductions and tax benefits
The limits to aggregate computed tax deductions are:

(3) (4)

- taxable income up to € 7,091
- taxable income above € 7,091 and up to € 80,640
- taxable income above € 80,640

No limit
1,000 + (2,500 - 1,000) x (

amount of the last bracket - taxable income
amount of the last bracket - limit amount of the 1st bracket

1,000.00

(2) Deductible expenses incurred with services acquired in the following sectors of activity:
• maintenance and repair of motor vehicles;
• maintenance and repair of motorcycles and related parts and accessories;
• accommodation and food service activities;
• hairdressers and beauty salons;
• veterinary services.
(3) Health expenses, education and training expenditures, nursing home fees, costs with immovable property and alimony, invoicing
requirements and tax benefits are included;
(4) For households with three or more dependants this is increased by 5% for each dependant not subject to PIT.
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2.

Corporate Income Tax
(CIT)
Territorial scope of liability
to tax
Capital gains shall be liable to taxation in
Portugal, whenever they result from the transfer
of share capital or similar rights in any entity
(non-resident in Portuguese territory), when,
in any given time in the past 365 days, the
value of those shares or rights result, directly
or indirectly, in more than 50% of immovable
property or rights in rem over immovable
properties located in the Portuguese territory
(except if related to agricultural, industrial
and commercial activity and not the sale and
purchase of immovable property).

Non-deductible expenses
The expenses incurred with the extraordinary
contribution to the pharmaceutical industry are
not deductible for CIT purposes.
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State Surcharge
The state surcharge rate is increased from 9%
(formerly, 7%), applicable to taxable income
above 35 million euros.
Accordingly, the additional payment on account
are adjusted, as the rate for the 3rd tier is now
8.5% (formerly, 6.5%).

Irrecoverable debts
Irrecoverable debts can be tax relevant, even if
they have been already recognised as expenses
for accounting purposes:
i) when the insolvency process is terminated
due to asset insufficiency of assets or after the
final assessment, resulting in the non-payment
of the credit;
ii) when, in the decision of the insolvency
process, is foreseen the definitive nonpayment of the credit.

“The broadening of scope of the
existing tax incentives fosters
investment through equity.”
Rosa Areias, Partner
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Net financing expenses – Special
regime of group taxation
The option made by the parent company for
determining the limitation to the deductibility
of financing expenses for tax group relief
purposes, maintains its minimum validity for
three years, after which it is automatically
renewed for periods of one year, except when its
waiver is communicated to the Portuguese Tax
Authorities, by means of submitting a statement
of changes.
The extraordinary contribution to the
pharmaceutical industry will be corrected from
the EBITDA for the purpose of limitation to the
deduction of net financing expenses.

Autonomous Taxation
It is expressly foreseen that there cannot be
any kind of deductions to the total amount of
autonomous taxation, even if those deductions
are foreseen in special legislation. This clause
has an interpretative nature.

Assessment of CIT
In the absence of the submission of the CIT
tax return, the CIT assessment is calculated
considering the highest of the following
amounts:
i) the annual amount of the monthly national
wage;
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ii) the total taxable income assessed in the
latest available taxable period;
iii) the taxable income, based on the
information available to Portuguese Tax
Authorities, according to the simplified
tax regime, applying a coefficient of
0.75 to the amount assessed.

Permanent establishments
located outside the Portuguese
territory
For the purposes of assessing the taxable
income allocated to each permanent
establishment, the taxpayer should adopt
adequate and justified proportionate allocation
criteria towards the distribution of the costs,
losses or negative net worth variations
related with the operations of the permanent
establishment or of the taxpayer.

Tax consolidation regime
– Taxation of suspended
inter-company results
Similar to 2016 and 2017, the 2018 taxable
income shall include an amount corresponding
to one-quarter of the inter-company results that
have been eliminated under to the former tax
consolidation regime (in force until 2000) and
that have shifted, to date, to the current special
regime of group taxation, which are still pending
taxation by the end of the 2017 tax year.

In July 2018, companies in the above
circumstances shall be required to make
an autonomous payment on account. The
respective amount shall be assessed by applying
the CIT rate on the amount to be included in the
taxable income as stated above.
In case of termination or waiver of the tax
consolidation regime, the total amount of
inter-company results (still pending) shall be
included in the taxable base.

Incentive regime for research
and development (SIFIDE)
Applications for SIFIDE must be submitted by
the end of May (formerly, by the end of July)
and the Government is authorised to apply an
administrative fee for its analysis.
The criteria for the recognition of the suitability
and the character of research and development
of the projects were clarified.

Conventional Remuneration
of Share Capital

Partnerships of Social Impact
Securities

Share capital entries in kind related to the
conversion of any type of credits as well as the
conversion of the profits of the year into share
capital increase are now eligible for this tax
benefit (formerly, only shareholder loans in cash
are eligible).

A tax benefit is created for contributions
by Social Investors regarding Social Impact
Securities within the context of partnerships,
allowing them an additional deduction of these
specific expenses by 30%, for tax purposes, up
to 0.8% of the company's turnover.

This change is only applicable to credit
conversions made in fiscal years starting on or
after 1 January 2018.

Every public or private entity, as well as social
economy organisations, may be eligible for
this benefit, as long as they are pursuing
philanthropic or commercial purposes that
contribute for the development of a specific
social entrepreneurism or innovation matter.

Tax benefit for the reinvestment
of retained earnings (DLRR)
Reinvestment term is extended from two to
three years. Additionally, the maximum amount
of retained and reinvested earnings is increased
to € 7,500,000 (formerly, € 5,000,000). For
micro and small companies, the deduction can
reach 50% of the CIT due (currently, 25%).

The definition of Social Impact Securities is
included in "Portugal Inovação Social" Initiative
and is based on refundable contributions
contractually agreed, which aims to finance
innovative solutions for the supply of public
services, resulting in increased productivity
and cost reductions.
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Tax incentive to film and
audiovisual production

Insolvency and Corporate
Recovery

The minimum amount of eligibility of the
projects is reduced from € 1,000,000 to
€ 500,000, or to € 250,000 in the case of
documentaries.

The corporate and personal income tax regime
applicable to income obtained by individuals
and entities in an insolvency procedure is
modified. That regime is now only applicable to
insolvency procedures deriving into liquidation.
Moreover, the income tax exemption is
extended to any gains, including positive
net-worth variations, arising from the transfer
of goods and rights in lieu of payment and
disposal to creditors or third parties. Guarantees
granted or extended under insolvency, recovery
and payment plans, as well as in the process of
liquidation are now exempt from Stamp Duty.

The benefit is also extended to film post-production and other audio-visual works
productions and post-productions (e.g. movies,
fiction series, documentaries or animations).
The tax deduction (of 25% as general rule) can
be increased up to 30% (formerly, 25%) in some
cases (e.g. actors’ and disabled technicians’
remuneration and expenses performed in low
density territories).
Passenger vehicles, commercial vehicles and
motorcycles used in films and audio-visual
productions are excluded from autonomous
taxation.
The Government is authorised to revoke this
tax benefit in order to create a more favourable
mechanism through a cash rebate system.
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undertakings that have been assigned the
tourist utility, underground parking facilities,
companies of the national merchant navy,
regional wine commissions, managing entities
of integrated systems for the management
of specific waste flows, sports, cultural and
recreation communities, deductions to the PIT
and VAT - transmission of goods and services
free of charge.

Patronage
Donations granted to the Portuguese Olympic
Comittee (“Comité Olímpico de Portugal”),
Portuguese Sports Federation (“Confederação
do Desporto de Portugal”) and other entities
with public sports statute may be increased up
to 30% or 40%, when granted under multiannual contract (formerly, 20% and 30%
respectively).

Expiration of tax benefits
The following tax benefits will expire on 1 July
2018, unless a draft legislation is presented
within 90 days after the approval of the 2018
State Budget, aiming at its extension: job
creation, retirement savings account, savings
plans in shares, external loans and leases of
imported equipment, financial services of
public entities, swaps and loans of non-resident
financial institutions, deposits of non-resident
credit institutions, buildings integrated in
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3.

VAT
VAT

Intermediate rate

VAT recovery on irrecoverable
debts

The supply of musical instruments is now
subject to the intermediate VAT rate..

It is now possible to recover the VAT on debts
considered irrecoverable in an insolvency
procedure upon its closure due to insufficient
sizeable assets or upon the final apportionment,
when established that the credit will not be fully
paid.

Option to self-assess to the VAT
due on imports
The fact that the taxpayers benefit, at the time
of exercise of the option, from a deferral scheme
for the payment of VAT on previous imports no
longer prevents the application of this regime.

Reduced rate
It is also subject to the reduced VAT rate
the rehabilitation of immovable property,
directly contracted with the National Fund
of Rehabilitation of Heritage Building by its
management company.
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Legislative authorisations
The Government is (once again) granted
authorisation to apply, during the year of 2018,
the intermediate VAT rate to certain beverages
currently excluded from no. 3.1, List II of the
VAT Code.
The Government is also authorised, within
the same period, to apply the reverse charge
mechanism to the supply of cork, wood,
pine cone and pine nuts in shell, being this
application subject to the competent European
Institutions’ approval.
Finally and within the same period of 180
days, the Government is allowed to adopt
simplification rules for the declarative
obligations of taxpayers who have the
following economic activity codes in Portugal
(CAE) 93210 and 93294 (theme park or
other amusement facilities exploitation or
recreational activities, respectively).

“It is foreseen an increase of 1.4%
on the applicable rate to excise
duties.”
Susana Claro, Partner
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VAT refund regime to taxpayers
not established in the Member
State of refund
Amendments are made to the VAT refund
regime for taxpayers not established in the
national territory, in what concerns the
minimum amount of the refund requests and
the amendment of requests already submitted.

VAT exemption regime on sales
of goods to travellers
There is a decrease to € 50 (formerly, € 75) of
the amount to which the exemption provided
for the goods carried in travellers' personal
luggage is not applicable.
The PTA are now obliged to communicate
to the taxpayers when the conditions for the
application of the exemption are not fulfilled,
in which case the taxpayer must assess the VAT.
It is introduced the possibility of extending the
deadline, by ministerial order of the member
of the Government responsible for the finance
ministry, for the taxpayers to opt for the
adoption of the procedure established in the
previous regime, provided by Decree-Law no.
295/87, of July 31.

IEC – Excise Duties

Excise duty on tobacco

The regime for loss in storage is now also
applicable to final products placed under a tax
warehouse for production arrangement.

There is an increase of 1.4% on the specific
component in cigarettes, cigars, cigarillos, snuff,
as well as on smoking, chewing and heated
tobacco. Regarding the ad valorem component,
there is a decrease from 16% to 15%, on
cigarettes, snuff, and to all smoking, chewing
and heated tobacco.

Excise duty on oil and energetic
products
It is foreseen an increase on the applicable rate
to methane and liquefied petroleum gases which
may vary depending on its use - € 133.56/1,000kg
when used as propellant and between € 7.92 and
€ 9.13 /1,000kg if used as fuel.
In what regards natural gas it is expected a
decrease of the applicable rate from € 2.87/GJ
to € 1.15/GJ when used as propellant and an
increase of the tax rate when used as fuel, from
€ 0.303/GJ to € 0.307/GJ.

The opening of a tax warehouse of production
is now contingent to minimum economic
requirements, such as share capital and annual
sales turnover standards.

IABA – Excise duty on alcohol,
alcoholic beverages and
non-alcoholic drinks
Increase of about 1.4% and 1.5%, on excise
duties on alcoholic beverages and nonalcoholic beverages with added sugar or other
sweeteners.

The products falling under the scope of 2701,
2702 and 2704 NC Codes (coal, lignite and coke
and semi-coke of coal peat) no longer benefit from
the exemption from excise duty, and a gradual
Concentrates used for the preparation of such
taxation is foreseen until 2021.
beverages are taxed according to their liquid or
solid form.
It is not allowed to pass on the amount of tax due
on the final consumers' invoices, in 2018.

ISV – Vehicle
Registration Tax
Increase of about 1.4 % on the vehicle
registration tax for new vehicles. The
application of the exemption for the vehicles
released for consumption in Portugal in the
context of a transfer of residence no longer
requires that the owner holds a valid driving
license for a minimum period of 12 months
before such transfer. The ISV exemption may be
requested within a period of 12 months.
For vehicles released for consumption in
Portugal in the context of a transfer of residence
that have benefited from an ISV exemption it
is no longer required to maintain a permanent
residence in Portugal for a minimum period
after the transfer.
The ISV exemption applies to vehicles from
other EU Member States or third countries,
provided that they are acquired by a Portuguese
resident by inheritance.
The exemption also applies to vehicles
purchased by firefighters corporations for
the fulfillment of civil protection missions, as
well as new vehicles, with nine seats, acquired
by private social solidarity institutions,
cooperatives and associations of and for
disabled persons with the status of nongovernmental organization of persons with
disabilities, for the collective transport of users.
Changes are introduced to the procedures of
notification and tax assessment, which will be
mainly made electronically.
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IUC – Circulation Tax
Increase of about 1.4 % on the IUC.
For vehicles of category B licensed after 1
January 2017, it is foreseen a reduction on the
additional IUC charge from € 38.08 to € 28.92
for CO2 emissions from 180 to 250 g/km and
from € 65.24 to € 58.04 for CO2 emissions
higher than 250 g/km.
IUC exemption applies to vehicles dedicated to
the transport of patients under the applicable
regulation.

Contributions
Contribution of the
pharmaceutical industry
The special contribution regime of the
pharmaceutical industry remains in force.

Contribution of the banking
sector
The special contribution regime of the banking
sector remains in force.

Special contribution of the
energy sector
The special contribution of the energy sector
remains in force.

Audiovisual contribution
The monthly values of the audiovisual
contribution are not updated.

State Budget 2018
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4.

Stamp Duty
Increased taxation on consumer
credit
There is an increase of the Stamp Duty rates on
consumer credit. The provision that foresees
the increase by 50% of the Stamp Duty rates
on consumer credit remains in force until
31 December 2018. In the case of loans with
a maturity less than one year, the rate has
increased to 0.12% per month or fraction
(formerly 0.105%), and, in the case of maturity
for more than one year, to 1.5% (formerly
0.9%, with a rate of 1.5% already applied to
maturity of more than five years). In loans for
an undermined term, the applicable rate on the
monthly average of the debt will be changed to
0.12% (formerly 0.105%).

Tax burden on contributory
group insurance
The tax burden on contributory group insurance
is now on the insured persons, in proportion of
each insurance premium borne.
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Payment of tax on net asset
value of the collective investment
undertakings (CIU)
The Stamp Duty on the net asset value of the
CIU, to be paid quarterly, will now be paid until
the 20th day of the month following the end
of the quarter (currently until the end of the
following month of each quarter).

Tax Offsetting
The offsetting of the tax assessed, as a result of
cancellation of operations or reduction of the
taxable amount, can now be made by all taxable
persons, except landlords and subcontractors of
leases and subleases. The compensation can be
made against any payment of Stamp Duty and
not only against the same article of the Chart, as
it is now. The period for the offsetting of Stamp
Duty is extended from one to two years.

“There is increase of taxation
on consumer credit.”
Maria Antónia Torres, Partner
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5.

Real estate
Granting of power of attorney
It is now deemed as an onerous transfer, subject
to property transfer tax or IMT, the granting
of powers of attorney allowing the sale of
participation units in case the represented party
can no longer revoke the power of attorney.

Statute of limitation
The statute of limitation for IMT is increased
from 8 to 12 years, in case of taxpayers resident
in countries, territories or regions with a more
favourable tax regime.

Properties intended for
rehabilitation works
The property tax or IMI and IMT tax benefits for
buildings intended for rehabilitation works are
amended. The available tax benefits will cover
only buildings located in urban rehabilitation
areas or buildings built more than 30 years ago,
as follows:
i) IMI exemption for three years, renewable
for a period of five years in case of buildings
intended for lease for permanent abode or
main permanent abode;
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ii) IMT exemption maintained for the
acquisition of buildings, provided that the
rehabilitation works are initiated within
three years;
iii) IMT exemption on the first transfer of
buildings intended for lease permanent abode
and, in case of buildings located in an urban
rehabilitation area, buildings intended for
main permanent abode.

Historical stores
Historical stores, recognized by the
Municipalities as establishments of historical,
cultural or social interest and that integrate the
national inventory, will be exempt from IMI
from the year in which these situations occur.
Expenses incurred with preservation and
maintenance works of stores with history are
now considered for 110% of the respective
amount for the purposes of computation of CIT
taxable income, and income under Category B
(self-employment) for PIT taxpayers under the
organized accounting regime or as a specific
deduction for Category F (rental income).

“The innovative concept of
historical stores will be eligible for
an exemption from property tax.”
Jorge Figueiredo, Partner
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Properties with low tax
registration value owned by
taxpayers with low income
The IMI exemption for properties with low tax
registration value owned by taxpayers with
low income is extended to properties which
use is granted by construction and housing
cooperatives and residents' associations to their
associates.

Construction and housing
cooperatives, residents'
associations or condominiums

Option for joint taxation
– AIMI
The option for joint taxation, when exercised,
remains valid until the married or living in nonmarital partnership taxpayers decide otherwise.
It is also introduced the possibility for married
or living in non-marital partnership taxpayers
to exercise or change the option within a period
of 120 days counting from the deadline for the
voluntary payment. The same possibility is also
given for undivided inheritances, where their
heirs may opt for individual taxation instead of
taxation at the level of the heritages.

Reorganisation of companies
as a result of restructuring
operations or cooperation
arrangements
Exemptions from Property Tax Transfer, Stamp
duty and emoluments as result of restructuring
operations or cooperation agreements are
automatically applied (previously, granted by
order of the Minister of Finance, upon request),
unless they are subject to approval by the
Competition Authority.

In case of a demerger, a request submitted to the
Minister of Finance is still mandatory (with a
few exceptions).
The supporting information to apply the
exemption must be included in the tax file.
In addition, it is clarified that the residential
properties are eligible to the said exemptions,
when related to the main activity of the
companies involved.

Construction and housing cooperatives are no
longer exempt from Additional to IMI (AIMI)
when they are the owners, have the right of
surface or the usufruct, exclusively, of properties
intended for social housing or controlled-costs.
On the other hand, it is foreseen the exclusion
of taxation of properties that are exclusively
intended for the construction of social housing
or controlled-costs owned by construction and
housing cooperatives or residents' associations.
The properties owned by construction and
housing cooperatives, as well as residents'
associations, will be excluded from taxation.
Properties owned by condominiums regarding
which their tax registration value does not
exceed 20 times the annual value of the
Social Support Index (€ 120,092), will also be
excluded from taxation.
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6.

Compliance obligations
Personal Income Tax
and Corporate Income
Tax
Organised accounts
Individual taxpayers taxed under Category
B (self-employment) who are not covered by
the simplified tax regime are required to have
organised accounts, using computerised means.
This is also applicable to commercial or civil
companies; cooperatives; public companies;
other entities that carry out as main activity a
commercial, industrial or agricultural activity
and have their head office or place of effective
management in the Portuguese territory;
entities without head office or place of effective
management in Portugal that have a permanent
establishment herein.

CIT Return – Filing exemption
Entities that only earn income not subject to CIT
are not required to file the CIT return, except if
subject to autonomous taxation.
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CIT Return – Dissolution
of companies
In case of dissolution of a company, it shall be
necessary to file two CIT returns: one return
should be filed up to the 5th month following
the month of the dissolution (covering the
first day of the tax period up to the date of the
dissolution); the second return should be filed
up to the 5th month following the end of the tax
period (covering the period from the day after
the date of dissolution and the end of the tax
period in which the dissolution has occurred).

CIT return – Communication of
buildings allocated to personal use
Buildings owned by corporate entities that are
allocated for the personal use of the respective
capital holders, members of the corporate,
administration, management or supervisory
bodies, their spouses, ascendants and
descendants, shall be identified in an annex of
the CIT return.

“This State Budget strengthens
significantly the mechanisms for
automatic sharing of information
between Tax Authorities and a
number of public bodies aiming at
promoting tax simplification and
transparency.”
Paulo Ribeiro, Partner
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Stamp Duty

Property tax

General Tax Law

Monthly statement

Property registration

Taxpayers are now required to file a Stamp Duty
statement on a monthly basis, until the 20th
of the month following the month in which
the taxable event has occurred. The standard
form to be used shall be published through
Ordinance.

When the information regarding property
registration available at the PTA website does
not reflect the ownership of the property
included in the communion of goods of
married taxpayers, they shall communicate,
until 15th February each year, the identification
of the common property. Lacking such
communication implies that the tax assessment
shall be based on the existing information.

Communication of transfers
to offshores

PIT
Joint taxation
Married taxpayers or taxpayers living in nonmarital partnership will no longer be required
to file separate tax returns if the legal deadline
has elapsed. Regardless of the tax return being
filed on time or not, taxpayers in the referred
circumstances can opt to file a joint tax return.
It shall also be foreseen that if the referred
taxpayers do not file their tax return, the
additional assessment raised by the Tax
Authorities shall consider separate taxation.
However in this case the taxpayers may opt for
joint taxation until the end of the deadline to
file an administrative claim (the joint tax return
should be filed in the meantime).
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The obligation to communicate to the PTA
transfers and remittances of funds to entities
located in a country or territory with a favorable
tax regime is now anticipated to March
(formerly, July), This obligation applies to credit
institutions, financial companies and other
entities that provide payment services.

Fiscal Representative
The fiscal representatives have now the
possibility to renounce to such representation,
with a written communication addressed to the
person or entity represented and as well to the
PTA.
The PTA should, within 90 days counting from
the date of the communication, proceed to
the proper changes, if it has been past at least
one year from the nomination or has been
nominated other tax representative.

Joint taxation for the purposes
of additional property tax
The option for joint taxation for the purpose of
AIMI made by married taxpayers or taxpayers
living in non-marital partnership shall be valid
up to the moment at which the option is waived.
This rule was already applied in 2017.
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7.

Tax justice
General Tax Law
Possibility to use tax credit
resulting from a tax assessment
to make payments to third
parties
There is now the possibility to use a tax credit
resulting from a tax assessment to make payments
to third parties, subject to prior authorization from
both the taxpayer and the PTA.

Repetition of external tax audit
PTA may repeat an external audit regarding the
same tax, taxpayer and tax period, provided
that it is for purposes of consultation or
gathering documentation or elements.

Derogation of bank secrecy
The communication by the PTA of suspicious
operations under the anti-money laundering
and counter-terrorist financing legislation
becomes ground for derogation of bank secrecy
during a tax audit.

General Taxation
Infringements Law
Failure or delay of the tax return
filing concerning transfer of
funds to countries, territories or
regions with a more favorable
tax regime
The failure or delay of the tax return filing
concerning transfer of funds to countries,
territories or regions with a more favorable tax
regime is subject to a fine ranging from € 250
to € 5,000.

Accounting organization
The minimum limit of the fine due to nonorganization of accounting in accordance with
the accounting standards increases from € 200
to € 500.
The delay in the preparation of accounts and
other elements is subject to a fine varying from
€250 to € 5,000 (before € 200 to € 10,000).

“The possibility to repeat an external
inspection, the enlargement of the
inspection procedure deadlines and
the broadening of the derogation of
bank secrecy grounds, are examples
of the strengthening of PTA powers in
the growing tax controversy.”
Jaime Esteves, Tax Lead Partner

The preparation of a data export standard file
without observing the data model structure
established in the law is subject to a fine that
ranges from € 250 to € 5,000.
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Tax Procedure Code
Tax collection by parishes

In the tax enforcement procedure the electronic
means will be applicable after the court receives
the proceeding.

Subject to previous protocol, the coercive
collection of taxes administered by the
parishes can be attributed to the respective
municipalities.

Tax and Customs
Inspection Procedure
Regime

Steps preeceding pledges
conducted by local authorities

Increase of the inspection period

The municipalities may consult in the PTA
databases, information regarding the debtor
and the identification and location of its assets,
prior to undertaking a pledge related to tax
debts. The terms of this consultation shall be
defined by decree.

Waive of guarantee
Under an instalment tax payment request, the
need to present a guarantee is waived if, at the
date of the request, the taxpayer has tax debts
lower than € 5,000 in case of individuals or
€ 10,000 in case of companies.

Tax Process preferably by
eletronic means
In the tax process, the notifications and the
practice of acts will be made preferably by
electronic means, as foreseen in the Code of
Procedure of Administrative Courts and in the
Ordinance no. 379/2017 of 19 December.
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The deadline for completion of the tax audit
may also be extended on the basis of the need
for further actions by the PTA, as a result of the
of new facts presented by the taxpayer under
the hearing right.

Conclusion of tax inspection acts
The issuance and notification of the draft
inspection report is no longer dependent on the
completion of the tax inspection acts.
In case the hearing right is made following
the preliminary tax inspection report, the
conclusion of the tax inspection acts will only
occur after the PTA analyses the facts presented
by the taxpayer in its hearing right.

Stamp Duty
Deadlines to challenge the free
transfers
The deadlines for administrative or court claims
in respect of a free transfer are counted as from
the deadline for the payment of the first or the
single installment of the stamp duty.

Regulation of Tax
Collection and Refunds
Payment in installments of PIT
and CIT
The request for the payment in installments of
both PIT and CIT can only be filed after the term
for the tax voluntary payment. Previously, such
request had to be filed before the beginning of
the tax enforcement collection procedure.

Civil Procedure Code
Non seizure of part of the income
arising from Category B

The application of these rules depends from the
tax debtor option and the disclosure of several
information on PTA website.

Solidarity and Social
Security System
Enforcement Process
Waive of guarantee
A new article is added to the solidarity and
social security system enforcement process,
which foresees that no guarantee needs to
be provided if, at the date of the payment
in instalments request, the tax debts in that
procedure are lower than € 5,000 in case of
individuals or € 10,000 in case of companies.

Social Security
Tax debtors list
A public lists of social security debtors will be
created, similar to the list that already exists
for tax debtors.

Income obtained under the activities foreseen
in Decree-ruling no. 1011/2011 (professional
and business income of Category B) may not be
seized in two thirds of the total amount, upon
the fulfillment of certain conditions.
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