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With 10 centuries of history, our country is 
located in the intersection of Europe, Amer-
ica and Africa. 

As the legacy of the former Empire, Por-
tuguese language is the 5th most spoken 
in the world, being spread over the 5 con-
tinents, notably in Brazil, Angola, Mozam-
bique, Cape Verde, São Tomé e Princípe, 
Guiné Bissau, Macau and East Timor.

Lisbon is the capital of a territory that com-
prises the mainland and the Atlantic archi-
pelagos of the Azores and Madeira, sur-
rounded by one of the largest maritimal areas 
of the world.

Portugal has circa 10,6 million resident in-
habitants and most of its population lives 
in sunny coastal areas. Important cities in-
clude Lisbon, Oporto (in the north), Coimbra 
(in the center), Faro (in southern Algarve), 
as well as Ponta Delgada (in the Azores) and 
Funchal (in Madeira).

Portugal is a Republic since 1910, having in 
force the same Constitution since 1976. The 
President, the Parliament, the Government 
and the Courts are the representatives of 
the sovereign country, and both the Presi-
dent and the Parliament are chosen through 
general democratic elections. The Govern-
ment is normally formed by the party who 
wins the election for Parliament.

The Constitution separates the Legislative 
power, which is generally attributed to the 
Parliament, the Executive power, that lies 
with the Government and the Judicial power,  
let to the Courts.

Portugal entered into European Union in 
1986, is part of the Schengen area and 
adopted the Euro since its creation, as re-
sult of an integration process which last 
milestone is the Treaty of Lisbon.

Portugal is also a founding member of the 
Community of Portuguese Language Coun-
tries, the international organization that ag-
gregates all Portuguese speaking countries.

Portuguese main industries include tour-
ism, seafare economy, forrest, petrochemis-
try, cement production, automotive, electri-
cal and electronics industries, textile, foot-
wear, furniture, beverages & food industry, 
leather & cork. Pharmaceutical, IT, renew-
able energies and aerospace industry are 
strong upcoming sectors.

With modern infrastructures and tech-
nologies, Portugal is nowadays a business 
friendly jurisdiction, being the right inter-
face to invest in Europe and in Portuguese 
Language Countries.

Welcome to Portugal. 



II. 
corporate 
structure 
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II.1. EstablIshIng a busInEss
gEnEral ConsIdEratIons
The basic legal framework on Portuguese 
corporate business organization is codified 
in the Companies Code (“Código das Socie-
dades Comerciais”), the Commercial Reg-
istry Code (“Código do Registo Comercial”), 
the Securities Code (“Código dos Valores 
Mobiliários”), the Commercial Code (“Código 
Comercial”) and the National Companies 
Registry Office regime (“Registo Nacional de 
Pessoas Colectivas”).

II.2. CompanIEs
There are five different types of commer-
cial companies in Portugal being that every 
company incorporated in our territory must 
comply with one of these types, except for 
companies that operate here under the free-
dom of provision of services as set forth in 
the “Services” EU Directive.
These five different types of companies are 
the following: the public limited liability 
company (by shares – “sociedade anónima”), 
the private limited liability company (by quo-
tas – “sociedade por quotas”), the partner-
ship (“sociedade em nome colectivo”), the 
limited liability partnership (“sociedade em 
comandita simples”) and the limited liability 
partnership with share capital (“sociedade 
em comandita por acções”).
The first two types of companies are by far 
the most common, the last three having 
proved to be less flexible and suitable to 
modern business needs.

2.1. thE publIC lImItEd lIabIlIty 
Company (plC)

a) lEgal rEgImE
PLC (“Sociedade Anónima” or “S.A.”) is one 
of the two most common investment ve-
hicles used in Portugal with the purpose 
of establishing business and commercial 
transactions. It ensures the limitation of 
shareholders liability to the amount of their 
investment in the company - their participa-
tion in its share capital - and qualifies these 
participations as negotiable securities. 
Shares may be listed on the Lisbon Stock 
Exchange (“Bolsa de Valores de Lisboa”) or 
remain under private commerce.
As a general rule, a PLC must be incorpo-
rated by a minimum of five individual or 
corporate founding shareholders. Exception 
is made, being required only one founding 

shareholder, when all outstanding capital 
stock is subscribed and held by another 
corporation since the incorporation. Also, 
only two founding shareholders are required 
when the State, or a State holding company, 
owns more than 50 % of the capital stock. 
Shares can either be nominative or bearer 
(depending on whether the issuer has the 
ability to be constantly informed of the iden-
tity of the respective holders) and may be 
represented by book entries or certificates 
(depending on whether they are represented 
by registrations in an account or by paper 
documents).
Shares are mandatorily nominative if (i) they 
are not fully paid up, (ii) by-laws foresee re-
strictions on its transfer, or (iii) sharehold-
ers are required under the bylaws to deliver 
additional cash or material contributions to 
the company. 
Except for legal or company bylaws prohibi-
tion, the issuer may decide on the conversion 
of securities as to their form of representa-
tion. Also, and except for legal, bylaws or 
provisions resulting from special conditions 
established for each issue, bearer shares 
may, at the holder’s initiative and expense, 
be converted into nominative and vice-versa.
Decree-Law 49/2010 of May 19, 2010, has 
introduced in the Portuguese legal scenario, 
along with the shares with par or nominal 
value, shares without par value, in order to 
facilitate capital increase scenarios.
Thus, a share shall have a minimum value of 
EUR 0,01 (par value or issue value). 
There are two types of shares: 

•	ordinary shares (“acções ordinárias”) 
which entitle holders to dividends and to 
a portion of the assets upon winding up, 
subject to the rights attributed to any 
existing preferred shares.

•	preferred shares (“acções preferenciais”) 
which award special rights to their hold-
ers, usually broader rights than the 
ones attributed to ordinary shares. The 
bylaws may authorize the PLC to issue 
two types of preferred shares:
a) non-voting preferred shares (“acções 
preferenciais sem voto”) which confer, 
if they have nominal or par value, 
preferential rights to their holders 
to receive an annual payment of 
not less than 5% of the shares’ par 
value, payable as a dividend out of 
distributable profits. If not, the annual 
payment is calculated by reference to 

the value of the issue of the shares 
reduced of its premium, if any. These 
shares have also priority over ordinary 
shareholders in the event of company 
liquidation. If authorized by the bylaws, 
corporations may issue non-voting 
preferred shares up to a maximum of 
50% of its registered share capital;
b) redeemable preferred shares 
(“acções preferenciais remíveis”) which 
are redeemable at a fixed time date 
or when established by shareholders’ 
general meeting. Only shares which 
are fully paid up can be redeemable. 
Redemption must be made at par value 
or according to shares issue value 
(in case of shares without par value), 
unless bylaws provide for the payment 
of a premium.

Shares in a PLC are freely transferable, ex-
cept where the respective bylaws set forth 
restrictions on its transferability. These re-
strictions may consist of a right of first re-
fusal or pre-emption right in favour of the 
remaining shareholders and right of prior 
consent. With respect to the transfer of 
shares, a distinction must be made between 
the transfer of nominative shares and the 
transfer of bearer shares. The former may 
be transferred by a written declaration of the 
owner addressed to the keeper of the PLC’s 
share registry. Bearer shares may be trans-
ferred by simple delivery of the share cer-
tificates, possession of which confers on the 
holder all shareholders’ rights. The bylaws 
may not prohibit the transfer of shares oth-
erwise permitted by law, being that transfer 
may only be restricted within the terms of 
the relevant legal provisions.
A minimum capital stock of EUR 50.000,00 is 
required for incorporation of a PLC. It can be 
formed either by private subscription of the 
entire capital stock or through public sub-
scription of the shares. 
The share capital of a PLC must be paid 
up by means of contributions in cash or 
in non-monetary assets (contributions in 
kind) and the legal minimum capital must 
be fully subscribed at all times. However, 
in a PLC, the capital stock does not have to 
be fully paid up at the time of its subscrip-
tion. Indeed, only a minimum of 30% of each 
shares’ nominal value must be satisfied at 
that time. Within five years of the incorpo-
ration, the remaining part of capital stock 
must be fully paid up. 

As a general rule, a PLC is allowed to ac-
quire and hold its own shares, but only up 
to a maximum of 10 % of its total registered 
share capital. The voting and economic 
rights inherent to these shares are sus-
pended as long as they are owned by the 
company itself, except for the right to re-
ceive the correspondent additional number 
of shares in case of stock capital increase by 
incorporation of reserves.
Finally, share capital increases, as any other 
amendment to the company’s bylaws, shall 
be approved by shareholders’ meeting. Nev-
ertheless, bylaws can authorize the board of 
directors to decide on share capital increas-
es in cash within certain limits.

b) CorporatE govErnanCE and 
sharEholdErs dECIsIons
PLC’s management and supervision must 
take one of the following three forms. The 
first one, most commonly used in Portugal, 
refers to an organization formed by a board 
of directors (“conselho de administração”) 
and a sole supervisor or supervisory board 
(“fiscal único” or “conselho fiscal”). A second 
form of organizing corporate management 
consists of a board of directors containing 
an audit committee (“comissão de audito-
ria”). It also includes a certified chartered 
accountant (“revisor oficial de contas”) for 
supervision functions. Finally, there is a 
third form, which comprises an executive 
board of directors (“conselho de adminis-
tração executivo), a general and supervisory 
board (“conselho geral e de supervisão”), as 
well as a certified chartered accountant. In 
addition, a PLC whose shares are listed on 
stock exchange market must appoint a sec-
retary (“secretário”).
PLCs with a maximum registered share 
capital of EUR 200.000,00 may choose to be 
managed by a sole director (“administrador 
único”) rather than having a board.

C) gEnEral mEEtIngs
Shareholders gather and vote resolutions in 
general meetings. They must gather ordi-
narily once a year or whenever they are con-
vened by the chairman of the general meet-
ing upon request of the management or the 
supervisory body or upon request of one or 
more shareholders holding at least 5% of 
the entire share capital (special meetings). 
Under specific circumstances, the law also 
allows the audit committee, the general and 



2011

15 Mouteira Guerreiro, Rosa Amaral & Associados, R.L.

supervisory board, the supervisory board 
and the court to summon shareholders for 
a general meeting. 
The shareholders’ meetings must be con-
vened by a notice published in the official 
website of the Ministry of Justice (http://
publicacoes.mj.pt/) or, in certain cases 
where all shares are nominative and the by-
laws foresee such possibility, by registered 
mail or by e-mail to shareholders having ex-
pressed their prior written consent. The no-
tice shall be published with at least 1 month 
or sent 21 days in advance as to the date 
of the general meeting, and shall mention, 
amongst other information, general meet-
ing’s agenda. 
Notwithstanding the above, a general meet-
ing may be convened and held without com-
plying with the referred prior formalities, 
provided that all shareholders are physi-
cally present or duly represented and unani-
mously express their consent to gather and 
take resolutions on a particular subject 
(universal meetings). In addition, Portu-
guese law also allows shareholders to pass 
resolutions without all attending physically 
and simultaneously the general meeting, 
provided that the resolutions at stake are 
approved by unanimity of the votes and laid 
down in writing. 
Last reform of the Portuguese Companies 
Code (2006) introduced the possibility of 
holding general meetings by resorting to 
telematic means (combination of telecom-
munications and informatics – transmission 
of voice and image in simultaneous is usu-
ally required) also called “virtual meetings”. 
The shareholders and the company can ben-
efit from this new way of gathering provided 
that the respective bylaws do not prohibit 
such mechanism. 
In a PLC, there is a minimum presence of 
voting share capital for shareholders to ap-
prove valid resolutions - the gathering quo-
rum. For certain relevant decisions, such as 
bylaws amendments, stock capital increas-
es or reductions, mergers, spin-offs, liqui-
dation and winding up, etc. it is mandatory 
that the quorum represents one third of the 
entire share capital on first call.
Resolutions are passed by a simple major-
ity of votes cast of all those attending/repre-
sented in the shareholders’ meeting, except 
for those relevant decisions mentioned in 
the preceding paragraph where a qualified 
majority of two thirds of the votes cast is re-

quired. Bylaws can provide for higher quo-
rums as well as qualify voting requirements. 

2.2. thE prIvatE lImItEd lIabIlIty 
Company (ltd)

a) lEgal rEgImE
LTD (“Sociedade por Quotas” or “Lda.”) has 
traditionally been the investment vehicle 
used in Portugal for small business, usually 
of family nature. The partners are jointly and 
severally liable to fulfil the company’s en-
tire quota capital, but their liability extends 
no further than that. This type of business 
entity does not allow participations to be 
represented by shares (since capital stock 
is divided into quotas) and thus may not be 
listed on the Lisbon Stock Exchange.
The private limited liability company incor-
poration needs only two partners, regard-
less of being individual or corporate. There 
may exist, however, companies with a sole 
partner (individual or a company) which are 
named “Sociedade Unipessoal por Quotas” 
and that basically have the same regime as 
a regular limited liability company but with 
certain particularities with respect to the 
relationship between the sole quota-holder 
and the company and the possible enlarged 
liability of the former. Generally this sort of 
company is used for small family business.
Due to a recent enacted act (April 2011) a 
minimum quota capital is no longer required 
to incorporate an LTD company (it used to 
be EUR 5.000,00). The contribution of each 
quota-holder does not have to be fully paid 
up at the moment of the incorporation of the 
company. Quota-holders may defer the pay-
ment of their contributions until the end of 
the first financial year or until another date 
to be set forth in the respective bylaws but 
no longer than 5 years after incorporation.  
The minimum value attributed to a quota is 
EUR 1,00.
As a general rule, a quota can only be trans-
ferred by private or public deed under the 
company’s express consent or under court 
order, unless the prospective transferee is 
another quota-holder, transferor’s spouse 
or the following person in line of succession. 
This legal regime can be differently regulat-
ed in the bylaws. 
LTD’s management comprises one or more 
managers (“gerentes”). As a general rule, an 
audit committee or a sole supervisor is not 
mandatory, but the company is allowed to 

have one. Indeed, the accounts on this type 
of company do not need to be checked by a 
certified chartered accountant, unless two 
of the following limits are exceeded during a 
period of two consecutive years:

•	total balance sheet value: EUR 
1.500.000,00;

•	total net sales and other income: EUR 
3.000.000,00; and

•	Average annual workforce: 50.
The majority of the regime of the PLC is ap-
plied to LTD general meetings. The main 
exceptions refer to summons’ formalities 
-notice must be sent by the manager to 
quota-holders by registered mail 15 days 
in advance as to the date of the general 
meeting – and to voting quorum for bylaws 
amendments and winding up of the com-
pany - where a qualified majority of three-
quarters corresponding to the capital stock 
is required, unless the bylaws foresee a 
higher majority.

b) sInglE-mEmbEr prIvatE lImItEd 
CompanIEs (smltd)
As referred above, LTD companies may be 
incorporated by a single partner, whether an 
individual or another company (“Sociedade 
Unipessoal por Quotas”).
Some legal limitations are set forth: (i) an 
individual can only be partner of a unique 
SMLTD, i.e., can not hold another company 
of this kind, and (ii) a LTD can not have as 
sole partner a SMLTD. 
This type of company may be incorporated 
as such since the beginning or may result 
from the concentration of all the quotas of 
a regular LTD in a single quota-holder. This 
does not prevent the possibility of being con-
verted into a regular LTD if a new partner 
comes into scene.
The sole quota-holder may appoint other 
people as managers or manage the com-
pany him/itself.
Any agreement between the sole quota-
holder and the company shall aim the im-
plementation of the company’s scope and 
must be executed in written form. Other-
wise, such agreements will be deemed as 
null and void, and the sole quota-holder will 
be unlimitedly liable for them.
In case the company becomes bankrupt 
and provided that the sole quota-holder has 
complied with the above mentioned rules, 
his/its personal assets will not be liable for 

the payment of the company’s debts.
In the remaining aspects, the rules appli-
cable to the regular LTD also apply to this 
type of company, apart from those which 
only make sense with regard to a plurality 
of partners (e.g., general meeting’ resolu-
tions).

2.3. holdIng CompanIEs 
The current legal framework for hold-
ing companies is set forth in Decree-Law 
495/88, of December 30, 1988, as amended.
A holding company must be organized either 
as a PLC (“S.A.”) or as a LTD (“Lda.”) and its 
corporate name shall include the reference 
“Sociedade Gestora de Participações Sociais” 
or “SGPS”.
The sole corporate purpose of a holding 
company legally permitted is to own and 
manage capital stock (shares or quotas) of 
other companies as an indirect form of car-
rying out business activities. Generally, the 
holding company is required to hold a mini-
mum of 10 % of the capital stock (with vot-
ing rights) of its subsidiaries and must keep 
such participation at least for one year. 
However, this rule is subject to a number of 
limitations. An SGPS may invest in smaller 
holdings (less than 10 % of the voting rights):

•	up to an amount not exceeding 30 % of 
the investments made in larger hold-
ings;

•	when each participation’s purchasing 
value is at least of EUR 5.000.000,00;

•	when the purchase results from the 
target company’s merger or demerger; 
and

•	when it has formalized a managerial 
subordination agreement with the target 
company, under which the management 
of the subordinated company’s business 
activities is entrusted to the SGPS.

Under special circumstances and provided 
that some requirements are met, the hold-
ing company is allowed to provide technical 
management services to all or some of the 
partially held companies in which the SGPS 
has a minimum holding of 10 % or with 
which the SGPS has formalized a manage-
rial subordination agreement.
Depending on the type of investment some 
holding companies can be subject to Bank 
of Portugal (“Banco de Portugal”) supervi-
sion along with other non-banking financial 
institutions or to the Insurance and Pension 
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Funds Supervisory Authority (“Instituto de 
Seguros de Portugal”). Others are subject 
to the supervision of the Tax Authority (“In-
specção-Geral de Finanças”). 
Bank of Portugal supervision is mandatory 
where the company holds, direct or indi-
rectly, the majority of voting rights in one or 
more credit or financial institutions. 
Regardless of the legal form adopted, it is 
required that every holding company ap-
points a certified chartered accountant or an 
audit company.

II.3. thE lImItEd lIabIlIty IndIvIdual 
undErtakIng
An individual entrepreneur may also limit 
his liability to the firm’s registered capital 
through the incorporation of a limited liabil-
ity individual undertaking (“Estabelecimento 
Individual de Responsabilidade Limitada” 
or “E.I.R.L.”) which regime is foreseen in 
Decree-Law 248/86, of August 25, 1986, as 
amended.
The minimum capital for an EIRL is EUR 
5.000, 00, two thirds of which must be paid 
in cash and deposited in a blocked account 
with a local bank until the deed of incorpora-
tion is registered with the Companies House. 
Twenty percent of after-tax profits must be 
allocated annually to a legal reserve until 
the amount in such reserve corresponds to 
at least 50 % of the EIRL’s registered capital. 
The remuneration of the manager (who 
must be the individual holder of the firm) 
is limited to three times the official Por-
tuguese “annual minimum salary” (EUR 
485,00 in 2011).

II.4. branChEs / rEprEsEntatIon
offICEs
A foreign company intending to conduct 
business activities in Portugal for more than 
one year may do so through the establish-
ment of a subsidiary (or affiliate) in Portu-
gal, except if operating under the freedom 
of provision of services as previously men-
tioned. The subsidiary will have to vest one 
of the above outlined types of company, and 
will be an autonomous legal entity with a 
separate corporate personality.

Any foreign company wishing to operate in 
Portugal without resorting to a subsidiary is 
legally required to establish a Portuguese 
branch (“sucursal”) or other local perma-
nent representation (“representação perma-

nente”) and to comply with the appropriate 
registration requirements. Differently from 
subsidiary entities, branches are not au-
tonomous legal entities nor do they have a 
separate corporate personality, reason why 
the foreign company will always be liable for 
its operations and debts in Portugal.

II.5. how to EstablIsh your
busInEss
Anyone intending to incorporate a Portu-
guese company must apply for the approval 
of the company’s proposed corporate name 
and for the granting of a tax payer number 
with the National Companies Registry 
Office.
Since the last reform of the Companies Code 
(2006), and as a general rule, public deed of 
incorporation is no longer mandatory being 
sufficient a private deed of incorporation, 
provided that the signatures of the founding 
partners are duly certified by a public notary 
or a lawyer. In addition, the referred Reform 
has introduced the incorporation of compa-
nies through electronic tools (e.g., internet).
Before the execution of the company’s in-
corporation agreement, the capital stock 
should be deposited in a Portuguese Bank, 
except in case of deferred contributions in 
the terms mentioned above. Also, in case 
the company’s capital stock is not fully paid 
up in cash, the relevant assets (contributions 
in kind) should be subject to prior evaluation 
by an independent chartered accountant, 
whose report must be referred to in the in-
corporation deed.
Afterwards, company’s deed of incorpora-
tion must be registered with the Companies 
House (“Conservatória do Registo Comer-
cial”). Upon registration and other official 
communications (as Tax and Social Security 
Authorities), the company becomes a sepa-
rate legal entity capable of having its own 
assets, rights and obligations. 
The records are kept by the Companies 
House and are of public access. Certificates 
disclosing the facts registered for a specific 
company can be issued at any time (the pro-
cess has been facilitated since corporate 
records are available through web network).
All registered corporate facts are also sub-
ject to publication in the official website of 
the Ministry of Justice (http://publicacoes.mj.pt).
In Portugal, companies are not, as a con-
sequence of incorporation, required to have 
any insurance policies. However, if the com-

pany has or will have any employees, it must 
have a workers accidents insurance policy. 
Moreover, the carrying out of certain activi-
ties will render companies subject to spe-
cific mandatory insurance requirements.
Company shall register itself with the Tax 
Authority and the Social Security Services 
within 15 days after incorporation and must 
serve a notice to Portuguese Labour De-
partment whenever a worker is hired by the 
company.
Latest procedures implemented by the Gov-
ernment (called “Simplex Program”), have 
made possible to incorporate a company in 
just one day.

notes
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III.1. lEgal framEwork
The Portuguese tax system is based on the 
rule of law and the principal pieces of legis-
lation (as amended) are the following:

•	Constitution of the Portuguese Republic
•	General Tax Law – Decree-Law 398/98 

of 17 December
•	Code of Tax Procedure and Process – 

Decree-Law 433/99 of 26 October
•	Corporate Income Tax Code - Decree-

Law 442-B/88 of 30 November 1988
•	Personal Income Tax Code - Decree-

Law 442-A/88 of 30 November 1988
•	Real Estate Transfer Tax Code – Decree-

Law 287/2003 of 12 November 2003
•	Municipal Tax on Real Estate Code – 

Decree-Law 287/2003 of 12 November 
2003

•	Value Added Tax Code – Decree-Law 
394-B/84 of 26 December 1984

•	Stamp Duty Code - Law 150/99 of 11 
September 1999

•	Excise Duty Code – Decree-Law 73/2010 
of 21 June

•	Tax Benefit Code -  Decree-Law 215/89 
of 1 July

The domestic tax legislation is overridden by 
Double Tax Treaties entered into by Portu-
gal, as well as by European Tax Law.

III.2. tax admInIstratIon
The Directorate General for Taxation (Di-
recção-Geral dos Impostos – DGCI) is the 
service in the Ministério das Finanças e da 
Administração Pública responsible for the 
management of tax system and it is hierar-
chically structured in local, district, regional 
and national offices.

Binding tax rulings are issued by tax author-
ities upon request and payment of legal fee.

III.3. CorporatE InComE tax (“CIt”)

3.1. IntroduCtIon
The most important tax levied on the profits 
is the corporate income tax (Imposto sobre 
o Rendimento das Pessoas Colectivas) gov-
erned by the Corporate Income Tax (“CIT”) 
Code, approved by the government through 
Decree-Law 442-B/88 of 30 November  1988 
(as amended).
The basic corporate income tax is increased 

in many municipalities by a local surcharge 
(Derrama) up to 1,5% over the taxable in-
come.
To taxable incomes over € 2.000.000 is also 
applicable a state surcharge of up to 2,5% 
(Derrama Estadual).

3.2. taxablE yEar
The tax year usually corresponds to the cal-
endar year (1 January to 31 December).

However, taxpayers may adopt different tax 
years in case of permanent establishments, 
groups of companies and other relevant 
economic reasons (this last case being sub-
ject to a case by case authorization of the 
Minister of Finance). In all these cases the 
new tax year should be maintained for at 
least five years.

3.3. taxablE pErsons and rEsIdEnCE
CIT generally applies to all collective per-
sons, incorporated and unincorporated en-
tities, public or private, established under 
Portuguese law (notably share companies, 
limited liability companies, partnerships, 
branches, and investment funds).
As in many other jurisdictions, the tax treat-
ment differs according to the residence sta-
tus of the taxpayer.
Entities with head-office or place of effective 
management in Portugal (including sub-
sidiaries of foreign companies) qualify as tax 
resident in Portugal and thus are liable to 
CIT on their worldwide income.
Non-resident companies without a perma-
nent establishment in Portugal are liable 
to CIT on their Portuguese source income, 
usually by means of a final withholding tax.
Non-resident companies that have a per-
manent establishment in Portugal are liable 
to CIT in respect of the income attributable 
to it (determined in accordance with the at-
traction principle), generally in the same 
manner of resident entities but with some 
specifics.
According to domestic legislation, non-res-
ident entities are deemed to have a perma-
nent establishment whenever they possess 
a fixed installation or permanent represen-
tation through which a commercial, indus-
trial or agricultural activity is carried on, or 
carries on its activity in Portugal by the in-
termediary of a person acting on its behalf, 
who has, and habitually exercises, agency 
powers and authority to conclude binding 

contracts (provided such person is not con-
sidered as an agent of an independent sta-
tus or a commission agent).
The domestic concept of “permanent es-
tablishment” is overriden by the various Tax 
Treaties entered into between Portugal and 
other countries, which generally is in line the 
definition contained in Article 5 of the OECD 
Model Convention.

3.4. taxablE basIs
For resident entities and permanent estab-
lishments conducting a commercial, indus-
trial or agricultural activity (special rules 
apply to other activities) the tax basis is the 
accounting profit, as determined by GAAP 
with the adjustments established in CIT 
Code, less the 4 previous years tax losses 
and tax benefits.
Capital gains (as determined by CIT Code) 
realized by resident companies and perma-
nent establishments with the sale of tangi-
ble fixed assets, non-consumable biological 
assets and property investment assets are 
generally included in taxable profits.
Notwithstanding, only 50% of the positive 
capital gains is taxed if the related assets 
were held for at least one year (roll-over 
relief), provided that the sale proceeds are 
reinvested, during the previous year or the 
two subsequent years. in the purchase fab-
rication or construction of tangible fixed as-
sets, non-consumable biological assets or 
property investment assets allocated to the 
activity (except if those assets are not new 
and were acquired to related parties).
This roll-over relief may also be applicable 
to the movable capital gains and losses re-
sulting from disposal of shareholdings pro-
vided some conditions are met, notably:

i)  the sale proceeds reinvested in the 
purchase of other shareholdings, pur-
chase fabrication or construction of 
tangible fixed assets, non-consum-
able biological assets or property in-
vestment assets allocated to the com-
pany’s activity

ii)  the shareholdings sold were held for 
at least 1 year, correspond to, at least, 
10% of the subsidiary’s share capital 
or have a purchase price of at least € 
20.000.000; and

iii)  the sale and purchase of the share-
holdings does not occur with entities 
that are:

•	resident in a country, territory or a 
region deemed as a tax haven;

•	related entities, except when applied 
in share capital contributions.

If only part of the capital gain is reinvested, 
then only the corresponding part of the gain 
qualifies for exemption.
Inbound dividends normally benefit from 
full relief provided that some conditions are 
met, notably that those dividends are dis-
tributed by an EU or Portuguese resident 
company where the recipient has held a 10% 
shareholding for a period of at least 1 year 
(otherwise, a 50% relief may apply).
Portugal has enacted transfer pricing leg-
islation that generally follows the OECD 
criteria, and has implemented European 
Directive 90/434/CEE of 23 July introducing 
a neutrality regime for mergers and assimi-
lated operations.
The determination of taxable profit (includ-
ing capital gains) is normally done under a 
direct method of computation, based on the 
corporate taxpayer’s return and account-
ing records, without prejudice to its auditing 
by the Tax Administration or, in exceptional 
circumstances, to the application of indirect 
methods of computation.
Under the direct method, net taxable profit 
is the amount resulting from computing the 
net total turnover for the year and certain 
changes in equity not included therein, de-
termined on the basis of taxpayer’s account-
ing records.
On the other hand, the use of indirect meth-
ods for assessing taxable profits is carried 
out by the district director of taxes and shall 
only be accepted in the following circum-
stances:
a)  Impossibility of certifying and obtaining a 

direct accurate quantification of those el-
ements absolutely necessary to a correct 
determination of taxable income;

b)  A significant deviation of taxable amount 
with no justifiable reason in relation to ob-
jective indicators relating to such activity 
on a technical-scientific base;

c)  Taxpayer producing without a justified 
reason null taxable income or tax losses 
during three consecutive years.

The taxable profit attributable to permanent 
establishment of a non-resident entity, shall 
be determined by applying, subject to any 
appropriate adjustment, the general rules 
for the determination of the taxable profit 
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of resident entities exercising as their main 
business a commercial, industrial or ag-
ricultural activity. General administration 
costs can also be deducted, within some 
limits.
The taxable basis of non-resident entities 
without permanent establishment in Por-
tugal is made of Portuguese source income 
determined according to the IRS rules and 
generally subject to final withholding tax or 
flat rates.

3.5. dEduCtIons
Business expenses are generally deductible 
when computing the profits subject to tax of 
resident entities or permanent establish-
ments, provided they are necessary to the 
activity and duly documented. 
Examples of deductible expenses are as fol-
lows:

•	costs of production or purchase of goods 
or services, such as materials, labour, 
energy and other manufacturing, con-
servation and repair’s costs

•	costs of distribution and sale including 
transportation costs, advertising and 
other delivery costs of merchandise

•	financial costs such as loan interest, 
discounts given, brokers’ fees, trans-
fers, differences in exchange rates, 
costs of credit operations, debt collec-
tion and costs of issuing shares, bonds 
and other securities and reimburse-
ment premiums

•	administrative costs such as remunera-
tion, subsidies, pensions or comple-
mentary retirement subsidies, office 
supplies, transport and communica-
tions, rents, legal and insurance fees 
excluding optional life insurance

•	costs of analyses, rationalization, re-
search and consultancy

•	taxes and social security contributions
•	provisions
•	costs of the application of fair value of 

financial instruments
•	capital losses
•	indemnities paid if the risk is not insur-

able 
•	depreciation and amortization.

In fact, tangible fixed assets, except land, in-
tangible assets and investment properties can 
be depreciated or amortized for tax purposes. 

Usually the straight-line method is applied, 
under which the maximum depreciation be-
ing calculated by applying the legal rates 
published from time to time. 
However, the taxpayer may opt for applica-
tion of the declining-balance method in re-
spect of new tangible fixed assets other than 
buildings, private passenger cars (unless 
they are used for public transportation or in 
a rental business).
Other depreciation/amortization methods  
may be used, but normally need approval, 
under request, by the tax authorities.
Research and development expenses may 
be accepted as costs directly in the financial 
year in which they are incurred.
The unit cost below which assets may auto-
matically be written off in the year of acqui-
sition or production is currently €1.000.
Depreciation of real estate shall not be ac-
cepted for that part corresponding to the 
value of land or assets not subject to obso-
lescence, as well as depreciation of vehicles 
of passengers and mixed vehicles for that 
part corresponding to the acquisition value 
in excess of €40.000,00 (except when such 
vehicles are used in public transport ser-
vices or are for rental in the exercise of the 
usual activity of the owning enterprise).
Furthermore, some expenses are not ac-
cepted as costs for the determination of tax-
able profit, like for example:

•	illicit expenses
•	fines, penalties and any other charges 

arising from infractions of any nature 
not contractually foreseen, including 
compensatory interest 

•	indemnities related to events whose 
risk could have been insured

•	health and personal accident insurance 
premiums, amounts spent with life in-
surance and contributions to pension 
funds or any other complementary so-
cial security regimes that are not con-
sidered as employment income, unless 
qualified as social fringe benefits

•	capital losses derived from the sale of 
participations in the share capital of 
companies in certain situations (notably 
regarding related entities)

•	CIT and any other taxes that are directly 
or indirectly levied on profits

•	taxes and any other charges due by third 
parties but borne by the taxpayer when-

ever the latter is not legally authorized 
to support them

•	Expenses supported by documents is-
sued by taxpayers with inexistent or 
invalid tax identification numbers or by 
taxpayers whose activity has been offi-
ciously ceased by the tax authorities

•	expenses with daily allowances and 
compensation for the use of the work-
ers’ own vehicle, whenever the employ-
er does not possess a control map (this 
limitation to the deduction of costs is not 
applicable if they are charged to clients 
or taxed as remuneration and, there-
fore, subject to IRS)

•	unduly documented expenses, which 
are not only non-deductible, but are also 
separately subject to a 50% surtax. This 
charge is increased to 70% in some spe-
cial situations.

•	interest on shareholders loans exceeding 
the rate of Euribor 12 months plus 1,5%.

The CIT Code authorizes a tax losses carry 
forward of 4 years. However, this right shall 
be lost in case of change of ownership or 
voting rights in a percentage of 50% or plus 
as well as in cases of change of corporate 
purpose or main activity, save for previous 
authorization of the Minister of Finance

3.6. ratEs

3.6.1. rEsIdEnt and non-rEsIdEnt 
EntItIEs wIth pErmanEnt Estab-
lIshmEnt dEvElopIng a CommEr-
CIal, IndustrIal or agrICultural 
aCtIvIty 
The taxable income between € 0 and € 12.500 
has a tax rate of 12,5%, while the amount 
over €12.500 has a rate of 25%.
Special reduced rates apply to entities lo-
cated in some designated inland areas (10% 
or 15%), as well as on the archipelagos of 
Azores and Madeira.

3.6.2. rEsIdEnt EntItIEs not ExEr-
CIsIng as thEIr maIn busInEss a 
CommErCIal, IndustrIal or agrI-
Cultural aCtIvIty
The overall income of an entity not develop-
ing a commercial, industrial or agricultural 
activity as main business has a 20% rate.

3.6.3. non-rEsIdEnt EntItIEs wIth-
out a pErmanEnt EstablIshmEnt 
In portugal
Entities without head-office or effective 
management in the Portuguese territory 
and no permanent establishment therein to 
which such income is attributable are sub-
ject to CIT at a 25% rate, except for the in-
comes indicated below, which are subject to 
the following rates:

a)  Income derived from intellectual 
or industrial property or from the 
provision of information related to an 
experience acquired in an industrial, 
commercial or scientific sector, 
as well as those derived from the 
provision of technical assistance – 
15%

b)  income derived from the use or 
assignment of the right to use 
agricultural, industrial, commercial 
or scientific equipment – 15%

c)  Income derived from bonds, debt 
securities and other investment 
income not specifically taxed at a 
different rate – 21,5%

d)  Prizes from raffles, “totoloto”, lotto 
games, as well as from any other 
contests – 35%

e)  Commissions arising from the 
intermediation of any contracts and 
income from services rendered – 
15%

f)  Rental income – 15%
g)  Interest and royalties whose effective 

beneficiary is an EU resident 
company or their EU permanent 
establishment paid by a commercial 
or civil company under a commercial 
form, a co-operative and a public 
enterprise resident in Portugal or 
by a permanent establishment of a 
company from another EU Member 
State situated therein, provided that 
the conditions set down by Directive 
2003/49/EC are met – 10% during 
four years after the application of 
the Directive and 5% during the four 
subsequent years.

The withholding at source of tax levied on 
income of non-resident entities normally 
has a final nature. Reduced rates may be 
available under the tax treaties entered into 
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by Portugal (provided all the conditions and 
requirements for its application are fulfilled) 
or under EU tax law (e.g., Parent Subsidiary 
Directive or Interest and Royalties Directive).

3.7. tax CrEdIt
There shall be allowed as deductions from 

the amount resulting from the application 
of the tax rate to the taxable income (as-
sessment base) the following amounts:

a)  Deduction for international double 
taxation

b)  Deduction concerning tax incentives
c)  Special payment on account
d)  CIT withheld at source 

3.8. tax rEturn
Resident taxpayers as well as non-resident 
entities maintaining a permanent establish-
ment in Portugal are required to file with the 
competent local tax office a final annual in-
come tax return in the month of May of the 
year following the tax year at stake.

Non-resident entities without a permanent 
establishment in Portugal must also file the 
above mentioned tax return (for their in-
come that’s not subject to final withholding 
tax), through a tax representative to be ap-
pointed for that purpose.

Other ancillary returns and declarations 
must be filed as part of cooperation obliga-
tions. 

3.9. paymEnt
CIT is computed by the taxpayers under the 
self-assessment method. The annual return 
is then subject to verification.

Tax is paid provisionally on the basis of de-
clared income at the time of submitting re-
turns but may be adjusted by the authorities 
when assessments are finalized.

Resident entities and Portuguese perma-
nent establishment developing a commer-
cial, industrial or agricultural activity as 
main business have to make special payment 
on account of CIT (in March or, in case it is 
made in two instalments, in March and Oc-
tober).

This payment corresponds to 1% of the 
turnover of the previous fiscal year, limited 
to a minimum of € 1.000 and, when higher, 

to this limit added by 20% of the remaining 
amount, with a maximum of € 70.000.

Resident entities and Portuguese perma-
nent establishment developing a commer-
cial, industrial or agricultural activity as 
main business also have to make payments 
on account in July, September and Decem-
ber of each fiscal year.

The difference between the whole assessed 
tax and the amounts paid on account has to 
be paid until the end of the term to file the 
tax return.

Late payment of the corporate tax liability 
because of a delay in assessment of the tax 
for reasons attributable to the taxpayer or a 
delay of the tax administration’s in refund-
ing overdue tax, triggers compensatory in-
terest (juros compensatórios) currently at an 
annual rate of 4%.

Failure to pay the tax due within the pre-
scribed period (generally 30 days after the 
payment notice has been served to the tax-
payer) triggers a default interest (juros de 
mora), currently at an annual rate of 6,351%.

III.4. pErsonal InComE tax (“Irs”)

4.1. taxablE pErsons and InComE

a) Resident

Residents in Portugal are subject to tax on 
their worldwide income.

According to domestic legislation, an indi-
vidual is considered resident for tax pur-
poses if:

•	he/she spends 183 days or more in any 
calendar year (either continuously or in-
terrupted)

•	he/she visits Portugal for a shorter pe-
riod in any year in which he possesses a 
place of abode on 31st December  of that 
year, under circumstances which imply 
his intention to keep and occupy such 
abode as his permanent residence

•	he/she is, on 31 December of any year, a 
crew member of a ship or aircraft oper-
ated by a resident entity

•	he/she is exercising abroad a public 
function or commission in the service of 
the Portuguese State

•	he/she is a Portuguese national who 
moves his residence to a listed tax haven 
(in which case he is considered resident 
of Portugal in the year of removal and 
the following 4 years), unless he proves 
that the removal is for a valid reason, 
such as being seconded by his employer 
for performing a temporary activity

If the head of a household is a resident of 
Portugal, all the other members of the 
household are also regarded as residents. 
Aggregation of all types of income in the 
family unit is mandatory. 

Spouses living together are jointly liable for 
the tax of the family unit and are taxed ac-
cording to an income splitting system which 
allows them to divide their combined in-
come by two for the purposes of applying the 
progressive rates; the resulting tax liability 
is then added.

Domestic partnerships, irrespectively of 
gender, are recognized and its members 
may opt for taxation as if they were married, 
provided some conditions are met (notably 
having 2 years with the same registered tax 
address).

b) Non-resident

Non-resident individuals are liable to IRS 
only on income arising or deemed to arise in 
Portugal (Portuguese-source income).

Liability to IRS for the different categories 
of Portuguese-source income derived by a 
non-resident individual occurs if:

•	the employment (Category A) is per-
formed in Portugal or the income is paid 
by an entity with a head office or perma-
nent establishment in Portugal

•	business income is derived from a per-
manent establishment in Portugal

•	income is derived from the occasional 
exercise of a professional or commer-
cial activity in Portugal

•	the payer is a resident of Portugal, for 
income from Category A derived on 
board a ship or aircraft operated by a 
Portuguese resident employer

•	business income related to services 
rendered or used in Portugal with an ex-
ception for profits from transport, tele-

communications and financial activities
•	intellectual or industrial property rights 

are registered in Portugal
•	the paying entity is a resident taxpayer 

or permanent establishment in Portu-
gal, for interest (Category E)

•	underlying property is situated in Por-
tugal, for rents (Category F) and capi-
tal gains (Category G) from disposal of 
Portuguese-situs real estate or assets 
attached to a professional practice

•	an issuing company is resident in Por-
tugal, for income in Category G arising 
from the disposal of shares or equiva-
lent income

•	income is obtained by a member of the 
board of a Portuguese resident com-
pany or a company with a permanent 
establishment in Portugal

Unless a tax treaty provides otherwise, Por-
tuguese-source income from different cat-
egories derived by non-resident individuals 
without a permanent establishment in Por-
tugal is subject to withholding tax, currently 
at the following rates:

•	21.5% (final tax) on the surplus arising 
from a company’s liquidation

•	21.5% (final tax) on employment income 
and on fees of self-employed profes-
sionals carrying out activities included 
in the specific list published by the Min-
istry of Finance (Ordinance 1011/2001, 
21 August)

•	21.5% (final tax) for dividends and simi-
lar distributions by companies liable to 
corporate income tax

•	21.5% on pension income
•	21.5% (final tax) for interest on corpo-

rate bonds and any other debt claim in-
struments issued after 15 October 1994, 
state bonds, bank deposits savings cer-
tificates and any current accounts and 
loans, income from repurchase agree-
ments involving any bonds and invest-
ment income consisting of proceeds 
from life insurance policies; income 
from financial instruments (such as 
swaps) and other investment income 
not specifically taxed at a different rate

•	21.5% (final tax) for industrial and in-
tellectual royalties when received by 
someone other than the original author 
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(including fees for technical assistance, 
know-how and leasing of agricultural, 
commercial and scientific equipment)

•	25% (special rate) on income derived 
through a permanent establishment 
from commercial, industrial or farming 
activities

•	21.5% (final tax) on intellectual and in-
dustrial royalties received by the origi-
nal author

•	20% (special rate) on capital gains except 
real estates (25%)

•	15% on rental income
However, taxpayers from EU (among others) 
may opt, under some conditions (notably 
90% of Portuguese income), to be taxed as 
residents. 

c) Special provisions for expatriates

A new regime has been established in Por-
tugal, for the beneficial tax treatment of 
persons becoming resident in Portugal 
for the first time in 2009 or in subsequent 
years. Under this regime, employment and 
self-employment income derived from “high 
value added activities of scientific, artistic or 
technical nature” that is earned by non-ha-
bitual residents in Portugal will be taxed at 
a 20% rate.

Additionally, the regime also establishes a 
tax exemption for foreign-source employ-
ment income, self-employment income, 
rental income, interest, dividends as well as 
other investment income, and capital gains, 
provided this income could have been taxed 
in the state of source, under an existing tax 
treaty or such income has effectively been 
taxed in another non-blacklisted jurisdiction 
under domestic legislation (if no tax treaty 
exists). 

The regime is applicable for a period of 10 con-
secutive years. Within the 10 year period, the in-
dividual may give up Portuguese tax residence 
and subsequently recover the non-habitual 
residence status for the remaining years. 

The regime will apply to individual taxpay-
ers who become Portuguese tax residents 
under Portuguese domestic law, provided 
they have not been taxed as tax residents in 
Portugal in the previous 5 years.

Pursuant to the Tax Benefits Code, an ex-
emption from IRS applies under internation-
al agreements or subject to the condition of 
reciprocity with respect to:

•	employment income earned by profes-
sional staff of foreign diplomatic and 
consular bodies or international organi-
zations; 

•	profits derived by foreign building con-
tractors or auctioneers from NATO-re-
lated activities carried out in Portugal;

•	earnings derived by expatriates within 
the framework of cooperation agree-
ments between states; Portugal ap-
plies, however, the exemption-with-
progression method on such earnings.

4.2. dEtErmInatIon of taxablE
InComE
The IRS Code separates taxable income into 
six categories:

1. Category A – Employment Income

2. Category B – Business and Professional 
Income 

3. Category E – Investment Income

4. Category F – Rental Estate Income

5. Category G – Net Worth Increases

6. Category H - Pensions

As a rule, specific deductions are granted 
for computing the net result of each catego-
ry. Then the taxable income is the aggregate 
of the net result of each category.

In relation to deductions, there are some 
specific rules applying to each income cat-
egory.

1. CATEGORy A
Employment income refers to income from 
dependent personal services and comprises 
any remuneration paid or made available in 
cash or in kind to an individual for personal 
services rendered under an employment or 
similar contract or in the discharge of a pub-
lic function, service or office.

Employment income comprises, in particular:

•	salaries and wages of employees, public 
officials and civil servants in general; 

•	fees and similar remuneration of mem-
bers of corporate statutory boards (but 
not statutory auditors for whom such 
fees constitute Category B income); 

•	benefits in kind in general, including 
stock options and equivalent schemes

•	voluntary or mandatory severance pay 
in certain cases;

The following deductions shall be allowed 
from gross income derived from dependent 
employment for each income earner:

•	72% of 12 times the highest national 
minimum wage; 

This deduction may be raised up to 75 per 
cent of twelve times the minimum monthly 
wage, provided that such difference is a 
result from:

a) Contributions to professional bodies 
paid by the taxpayer himself, which are 
necessary for the performance of an ac-
tivity exclusively exercised on somebody 
else’s account;
b)  Amounts actually paid and not reim-

bursed concerning professional train-
ing expenses, provided that the train-
ing entity is a public law body or an 
entity recognized as duly qualified for 
the purposes of professional training 
and rehabilitation by the competent 
Ministries.

•	indemnities paid by the employee to the 
employer, due to the unilateral termina-
tion of  the employment individual con-
tract without previous notice, following 
a court decision, or the indemnities that 
do not exceed the basic remuneration 
corresponding to the previous notice 
period;

•	union fees up to a limit, per taxpayer, of 
1% of the gross employment income, in-
creased by 50%.

In case  of termination of the employee 
contract, a portion of the amounts received 
shall be excluded from tax.
2. CATEGORy B
This category comprises professional and 
entrepreneurial income which encompass-
es profits derived from: 

•	commercial, industrial, agricultural, 

forestry or stockbreeding activities; 
•	professional activities;
•	intellectual and industrial royalties.

For the purpose of the IRS return, business 
income must be declared under Category B. 
The computation of net income from Cat-
egory B is determined on the basis of a sim-
plified regime or the taxpayer’s accounting 
records.

Simplified tax regime - shall apply to taxpay-
ers who, on the course of their activity, have 
not exceeded, in the previous fiscal year, a 
threshold of € 150.000,00. 

Until the technical and scientific ratios are 
approved, the taxable income is obtained by 
applying a coefficient of 20% to the turno-
ver regarding the sale of the products and 
merchandise and a coefficient of 70% to the 
remaining gross income of this category.

A taxpayer subject to the simplified regime 
may opt for the standard accounting system. 
The option should be made through:

•	the statement of commencement of ac-
tivity; or

•	the statement of changes to the activity, 
to be submitted by the end of March of 
the year when he wishes to change the 
method of determination of the income. 

The simplified regime is applicable for peri-
ods of 3 years, extended for equal periods. 
If the taxpayer exceeds the limit referred to 
above for 2 consecutive years, or if in one 
year he exceeds 25% of that limit he ceases 
to be taxed according to the simplified re-
gime and the standard accounting system is 
applicable in the following year. 

The simplified regime is not applicable to 
taxpayers who are obliged to use standard 
accounting systems.

3. CATEGORy E
This category comprises, inter allia, the fol-
lowing income:

•	interest, swaps, derivatives, deposits, 
dividends, intellectual and industrial 
royalties

•	indemnity received in relation to unproved 
damage and termination of profits; 

•	indemnity received for performing no 
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competition activities;
•	an increase in wealth which is not jus-

tified by the individual’s income as re-
ported to the tax authority

50% of the profits distributed to Portuguese 
resident taxpayers by entities that are also 
resident in Portugal or in any EU Member 
State, as well as liquidation proceeds when 
qualified as investment income (economic 
double taxation relief) may be deducted, per 
taxpayer, to the gross income.

4. CATEGORy F 
There shall be allowed as a deduction from 
gross income from real estate any duly sub-
stantiated maintenance and conservation 
expenses incurred by the taxable person 
as well as the Municipal Tax on Real Estate 
(“IMI”) borne by the taxpayer.

5. CATEGORy G 
No deduction shall be allowed in respect 
of income of this category, save for capital 
gains.

Capital gains deriving from the sale of share-
holdings in not listed micro and medium 
companies, real estate, intellectual & indus-
trial property (including know-how), deriva-
tives, warrants and other concepts may have 
a beneficial taxation (e.g. real estate capital 
gains are only considered in 50%; movable 
capital gains of non residents may be fully 
exempted).

The amount of income qualified as capital 
gains corresponds to the balance found be-
tween capital gains and capital losses real-
ized in the same year.

Losses may be carried forward in the cases 
foreseen in the IRS Code.

6. CATEGORy H 
Net income shall be determined by deduct-
ing the whole amount of gross Category H 
income equal to, or lower than, € 6.000 per 
taxpayer. 

If the annual gross income is higher than € 
6.000 the deduction is equal to that amount.

Finally in case Category H gross income 
exceeds € 22.500, a similar deduction of € 
6.000, is applied although with a reduction 
of 20% of the exceeding portion.

4.3 ratEs
The general tax rate applicable to the aggre-
gate net results in the year 2011 run from 
11,05% for a taxable income up to € 4.898 
to 46,50% for a taxable income higher than 
€ 153.300.

Taxpayers resident in the autonomous re-
gions of the Azores and Madeira benefit 
from noteworthy tax reductions.

4.4 wIthholdIng tax
As a general rule, domestic income attracts 
IRS withholding, normally at source as a 
payment on account

These withholdings are to be set off against 
the individual’s final income tax liability. A 
refund is granted if the amount of tax with-
held as an advance payment exceeds the ul-
timate income tax liability.

In the case of withholding at source on in-
comes of Categories A and H, the payer en-
tities are required to withhold tax upon its 
payment by applying to gross income pay-
able by them the rates annually defined. 

To the gross income of Categories B, E, F 
and G are applicable the withholding rates of 
11,5%, 16,5% and 21,5%, depending on the 
nature of income.

4.5 dEduCtIon to thE tax payablE
As a general rule, taxpayers may deduct to 
their tax payable certain expenses incurred 
(including with dependants/ascendants) re-
garding health, education, training, alimo-
nies, elderly homes, real estate, renewable 
energy equipments, disabled persons, in-
surance premiums and international double 
taxation credits, as well as payments on ac-
count and income withholding at source as a 
payment on account.

4.6 tax rEturn
As a rule, individuals are required to file with 
the local tax authorities an income tax re-
turn with respect to the previous year. 

The filing deadlines are April of the sub-
sequent year for taxpayers deriving only 
employment or pension income or May for 
other incomes (even if this includes employ-
ment or pension income).

4.7 tax yEar
As a general rule, the tax period coincides 
with the calendar year.

4.8 paymEnt
The difference between the tax payable after 
the above-mentioned deductions and the tax 
withheld or paid on account, as well as any 
excess payment, has to be paid until August 
31 by taxpayers deriving only employment or 
pension income and until September 30 by 
taxpayers deriving any other income.

III.5. valuE addEd tax (“Iva”)

5.1. IntroduCtIon
Portugal adopted a value added tax system, 
generally in force since 1 January 1986, in 
connection with its entry into European Un-
ion.

The legal framework includes the Sixth 
Council Directive 77/388/EEC of 17 May 
1977 on the harmonization of the laws of the 
Member States relating to turnover taxes 
- Common system of value added tax: uni-
form basis of assessment (as amended), 
implemented by Decree-Law no 394-B of 
26 December 1984, which approved the VAT 
Code (Código do Imposto sobre o Valor Acres-
centado).

Valued Added Tax is an indirect tax levied 
on the supplies of goods and services and is 
normally borne by the final consumer. This, 
in general, is accomplished by imposing 
a tax (referred to as “output tax”) on each 
stage of production (wholesaling, retail-
ing, etc.) but allowing the supplier to offset, 
against the output tax for which he must ac-
count, an amount equal to the tax (referred 
to as “input tax”) which he has paid on his 
own supplies.

VAT also applies to all goods imported into 
Portugal, whether or not the importer is an 
entrepreneur, unless the goods qualify for 
an exemption.

5.2. taxablE pErsons
VAT taxable persons are, essentially, all en-
tities that carry on a business enterprise in a 
regular and independent manner.

There shall also be considered as VAT tax-
able persons those individuals or corporate 
entities that:

•	independently carry out a single taxable 
transaction in connection with the ex-
ercise of a business enterprise, even if 
exercised abroad

•	carry out, according to the customs law, 
import of goods

•	on an invoice or any equivalent docu-
ment, unduly mention VAT

•	perform operations with entities resi-
dent in another EU Member State

•	purchase some types of services, as 
long as the respective supplier is a non-
resident entity in Portugal

•	acquire goods or services in the waste, 
residues and scrap-iron sectors

•	entities that carry on a business enter-
prise in a regular and independent man-
ner 

•	the purchaser of construction service 
(instead of the seller) according to the 
reverse charge basis1.

The State and all corporate entities of pub-
lic law are not taxable persons only where 
they are acting within the scope of their au-
thority powers and their non-liability to tax 
is not leading to competition distortions. 
However, even if they are acting within the 
scope of their authority powers, shall al-
ways be liable to tax if carrying out in a con-
siderable degree the following activities or 
transactions, telecommunications, supply 
of water, gas and electricity, passenger or 
goods transport, port and airport services, 
supply of new goods manufactured for sale, 
agricultural agencies, running of trade fairs 
and exhibitions, warehousing, canteens, and 
radio and television broadcasting services.

5.3. taxablE transaCtIons
The transactions subject to VAT may be di-
vided into three large groups:

i)  supplies of goods and services made 
within Portugal by an entrepreneur in 
the course of his/her business, unless 
the supplies are specifically exempted

ii) imports of goods into Portugal
iii)  intra-Community acquisitions of 

goods

1  The supplier does not charge VAT to the 
purchaser. Rather, the purchaser accounts for the 
VAT chargeable in his/her VAT return. The recovery 
of this VAT is dependent on the activities of the 
purchaser.
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There shall be liable to Value Added Tax the 
supply of goods and services carried out in 
the Portuguese territory, against considera-
tion, by a taxable person acting as such.

Supply of goods means the transfer of its 
property. The concept includes deemed 
transfers such as: i) the delivery of goods 
pursuant to a hire-purchase agreement with 
a firm commitment of ownership transfer; 
ii) the delivery of movable goods pursuant to 
a sales contract in which the seller retains 
ownership until total or partial payment is 
made by the purchaser; or iii) the consign-
ment, within 12 months after delivery was 
made.

On the other hand, supply of services com-
prise all transactions resulting from a busi-
ness activity susceptible of giving rise to a 
kind of consumption not covered by the con-
cepts of supply of goods, intra-Community 
acquisition of goods or importation of goods.

Additionally, there shall also be liable to VAT 
the imports of goods, meaning the entry into 
Portugal of goods proceeding from coun-
tries or territories not comprised within the 
EU fiscal territory, except if an exemption 
applies.

No import of goods shall be deemed to take 
place where, upon their entry in the territory 
of the country, such goods are immediately 
placed under certain customs suspensive or 
economic scheme.

Finally, there shall be subject to VAT the in-
tra-Community acquisition of goods carried 
out in Portugal by a taxable person acting as 
such, provided such goods are transported 
or dispatched from other EU Member State 
and the transferor thereof is a taxable per-
son duly identified for VAT purposes in an-
other Member State.

5.4  loCatIon of thE opEratIons
gEnEral rulEs
As a general rule, the goods are taxable in 
Portugal if they are located within the na-
tional territory at the moment their trans-
port or expedition to the purchaser begins 
or, if that does not occur, at the moment in 
which the goods are placed at the purchas-
er’s disposal.

Where the goods are purchased outside 
Portugal and then imported into Portugal, 
the place of supply is deemed to be outside 
Portugal. Such a supply is not liable to VAT. 
However, the act of importation into Por-
tugal itself constitutes a separate taxable 
event.

According to the general rule, the supply of 
services to taxable persons established in 
Portugal, regardless the place where the 
service provider is established is taxable 
in Portugal (B2B) as well as the supply of 
services by taxable persons established in 
Portugal to non-taxable persons, wherever 
these are established (B2C).

These transactions shall be deemed to be 
located in Portugal where the place of ar-
rival of the goods dispatched or transported 
is within the territory of the country.

Therefore, if the person acquiring the 
goods is located within the Portuguese ter-
ritory and is a taxable person for VAT pur-
pose, VAT is charged on the transaction in 
Portugal.

Portugal has implemented the necessary 
legislation to harmonize its VAT law with 
the simplification directive on triangula-
tion. The relevant provisions provide, inter 
alia, for the following:

•	there is no obligation to register for VAT 
or appoint a fiscal agent in Portugal if 
the taxable person is established in a 
Member State (other than Portugal) and 
makes intra-Community acquisitions of 
goods for the purpose of making subse-
quent deliveries of these goods in Por-
tugal

•	if the taxable person is registered in 
Portugal, the acquisition is taxable as 
an intra-Community acquisition under 
the Portuguese VAT registration number

5.5. ExEmptIons
Two groups of exemptions should be distin-
guished: partial exemptions and total ex-
emptions.

In partial exemptions, also known as “in-
complete exemptions”, the taxpayer does 
not assess VAT in his operations and is not 
entitled to deduct the VAT incurred with his 
acquisitions. 

The most important examples are:

•	banking and financial operations, as 
well as insurance and reinsurance op-
erations

•	lease and sale of real estate
•	supply of medical and sanitary services 

performed by hospitals, clinics, dispen-
saries and similar establishments

•	food and beverage services rendered by 
the employing entity to its employees

In total exemptions, also known as “com-
plete”, the taxpayer does not assess VAT in 
his operations, although he is entitled to de-
duct the VAT incurred with his acquisitions. 

Main examples of this type of exemption in-
clude:

•	transfer of goods and rendering of ser-
vices related to merchant ships set for 
international navigation and aircrafts 
used by airlines for international trans-
portation

•	supply of goods dispatched outside the 
EU

•	transport of people to and from foreign 
countries, as well as of people and mer-
chandise to and from the Azores and 
Madeira Islands

•	gratuitous transmissions of goods for 
subsequent distribution to the poor, 
made to non-profit and non-govern-
mental organizations

5.6. taxablE amount
The taxable amount is the value of the con-
sideration that has been or is to be obtained 
from the purchaser.

The taxable amount shall generally include 
(save for special exemptions foreseen in 
the legislation) any taxes, duties, levies and 
charges, excluding VAT itself, incidental 
expenses, such as commission, packing, 
transport, insurance costs and advertising 
made on customer’s behalf, subsidies di-
rectly related to the price of each transac-
tion.

On the other hand, the taxable amount shall 
not include interest on deferred payment of 
a given remuneration as well as any judicial 
compensation for failure to comply, in the 
whole or in part, with a contract; discounts, 

price reductions or bonuses; amounts paid 
in the name of the customer and entered as 
such in the appropriate books of a third per-
son; amounts relating to packing not cov-
ered by the transaction.

5.7. vat ratEs
VAT is levied at a standard rate of 23%. An 
intermediate rate of 13% and a reduced 
rate of 6% are applicable to a range of 
goods and services (included respectively 
in List II and I annexed to the Code).

In the Azores and Madeira, the rates are 
levied at 16%, 9% and 4%, respectively.

5.8. dEduCtIons
Taxable persons are generally allowed to 
deduct VAT borne on supplies of goods and 
services, including intra-Community acqui-
sitions and importation of goods in connec-
tion with their taxable activities.

This deduction shall only take place if the 
VAT is incurred in operations subject and not 
exempt from VAT, notwithstanding the situa-
tions in which total exemptions apply.

Please note that the deduction shall only 
arise in respect of VAT shown in an invoice 
or any equivalent document legally issued, 
in any VAT payment receipt which is part of 
the import return, as well as documents is-
sued by electronic means by the Directorate 
General for Customs and Excise Taxes.

VAT incurred with the following expenses is 
generally not deductible:

•	acquisitions, rentals, maintenance and 
all related expenses to vehicles, leisure-
boats, helicopters aircraft and motor-
cycles. However, these expenses shall 
give right to VAT deduction if the goods 
are intended for sale (e.g. motor vehicle 
stands) or are the object of a business 
activity (e.g. rent-a-car)

•	fuel acquisitions, except diesel, «GPL» 
and natural gas, in which 50% of the tax 
may be deducted

•	travel, accommodation and meals, among 
other expenses. However, there are 
some exceptions, notably when those 
services are rendered directly to em-
ployees or the expenses relate to the 
organization (being 50% deductible) or 
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participation (being 25% deductible) in 
congresses, fairs, expositions, semi-
nars, conferences and similar, under 
certain conditions.

5.9. tax rEturn and paymEnt
Taxable persons with a yearly turnover high-
er than € 650.000 must send each month a 
periodical tax return concerning transac-
tions carried out and tax assessment refer-
ring to the taxation period. This tax return 
and the payment of the self-assessed VAT 
must take place no later than the 10th day 
of the second month following that to which 
the transactions relate.

Otherwise, taxable persons with a yearly 
turnover lower than € 650.000 must send 
a tax return and pay the self-assessed VAT 
every three months, no later than the 15th 
day of the second month following the end of 
each 3-month period to which the transac-
tions relate, by those taxable persons cov-
ered by the quarterly ordinary regime.

III.6. wEalth taxEs

6.1. rEal EstatE transfEr
tax (“Imt”)
IMT is due on onerous transfers of owner-
ship rights or equivalent held with respect 
to real estate located in the Portuguese ter-
ritory.

The concept of transfer for IMT purposes in-
cludes:

•	Promissory sale agreements of real es-
tate whenever the future acquirer starts 
using the real estate

•	Lease agreements containing contrac-
tual clauses foreseeing that the proper-
ty of the leased goods is transferred to 
the tenant’s property after the payment 
of all agreed lease rentals

•	Lease or sub-lease of real estate for a 
period exceeding 30 years

•	Acquisitions of “quotas” in certain types 
of companies holding real estate, in case 
the acquirer ends up owning, at least, 
75% of the share capital or ownership of 
such companies or when the ownership 
is limited to two people - husband and 
wife married under the community of 
goods regime

•	Promissory sale agreements which con-

tain clauses under which the future ac-
quirer may transfer his contractual po-
sition to third parties

•	Irrevocable power of attorney allowing 
the transfer of the ownership of real es-
tate or equivalent

•	Assignment of contractual position or 
resale adjustment by the promissory 
acquirer in a promissory contract, being 
that the final contract is entered into be-
tween the seller and a third-party.

The IMT shall be due by any individual or le-
gal person to whom the immovable property 
is transferred.

IMT is levied on the value of the act or of the 
contract or on the tax registered value of the 
assets, whichever is higher.

In case of purchase of urban property 
for permanent dwelling purposes the tax 
rates run from 0,5379% for a value higher 
than €92.407 to 6% for a value higher than 
€574.323.

In the acquisition of secondary habitation 
the tax rates run from 1% for a value higher 
than €92.407 to 6% for a value higher than 
€550.836.

The purchase of non-urban property has a 
5% tax rate, while the acquisition of urban 
property not exclusively for residential pur-
poses and other onerous acquisitions has a 
6,5% tax rate.

However, the rate shall always be 8% if the 
urban and non-urban property is purchased 
by a tax haven entity.

A great number of tax exemptions are pro-
vided for, namely: 

•	Acquisitions made by the State, local 
authorities, the Autonomous Regions 
and the associations and federations 
of municipalities of public law, as well 
as any of their services, establishments 
and bodies, even if personalized, includ-
ing public institutes of a non business nature

•	Purchase of immovable property quali-
fied as of public or municipal interest

•	Acquisition of urban property located in 
less developed inland areas and benefit-
ing from incentives that one allocated in 

a permanent manner to the company’s 
activities

•	Acquisition of a building for resale, if 
undertaken by a real estate company 
and provided the building is resold in 
the same conditions as when it was ac-
quired, not for further resale, within a 
three year period

•	Acquisition of property direct or indirect 
by a financial institution where the ven-
dor entity is under a process of execu-
tion, liquidation or insolvency with the 
intent to credit execution resulting from 
loans or sureties

•	Acquisition of urban property or an au-
tonomous fraction thereof intended ex-
clusively for the acquisition of a perma-
nent owner-occupied dwelling house up 
to €92.407

•	Acquisition of property by Investment 
Funds, Pension Funds and Retirement 
Funds operating under Portuguese law

•	Acquisition of real estate for develop-
ment under the Touristic Utility Statute

6.2. munICIpal propErty tax (“ImI”)
IMI is a municipal tax levied on the patrimo-
nial value of urban and non-urban property 
located in the Portuguese territory.

Tax liability starts according to the following 
situations:

•	The fourth year following the year in 
which the land for construction has in-
tegrated the asset of a company whose 
social purpose is the construction for 
future resale

•	The third year following that in which 
the building has integrated the assets of 
a company whose social purpose is the 
sale of real estate properties

•	The year of the acquisition of the prop-
erty or equivalent (e.g., usufruct)

•	The year in which the construction of the 
building is concluded or other repairs 
implying the variation of the patrimonial 
value of the property are concluded

•	In the year next following that in which 
the exemption ceases

IMI is assessed annually, based on the prop-
erty’s Patrimonial Taxable Value and is due 
by the owners, superficiaries or usufructu-
aries who are registered in the land registry 

on 31 December of the year the tax is related 
or, whenever the property is not registered, 
by whoever is in possession of the property. 

The IMI rates are as follows:

•	Rural (unbuilt) property: 0.8%
•	Urban property: 0.4% to 0.7%
•	Urban property evaluated under the IMI 

Code: 0.2% to 0.4%

There shall be exempted from IMI, for example:

•	The State, the Autonomous Regions, as 
well as any services, establishments 
and bodies thereof, even if personalized, 
including public institutes of a non busi-
ness nature, as well as local authorities 
and their associations of public law

•	Immovable property classified as na-
tional monument or immovable proper-
ty of public interest, as well as those eli-
gible as municipal immovable property, 
according to the applicable legislation

•	Buildings used in undertakings qualified 
as of tourist utility 

•	Buildings owned by Investment Funds, 
Pension Funds and Retirement Funds 
operating under Portuguese law

•	If requested to the tax authorities, own-
ership of urban property for residential 
purposes may also be exempt from IMI, 
for a period of 8 years if the tax regis-
tered value is up to € 157.500,00 and for 
a period of 4 years if that value is be-
tween € 157.500,00 and € 236.250,00.

6.3. stamp duty (“Imposto do sElo”)
Stamp Duty is levied on the facts foreseen in 
the Stamp Duty Code. Stamp Duty is payable 
on some documents required for transac-
tions (document duty) and on the transac-
tions themselves (transaction duty), as well 
as on gratuitous transfers (inter vivos or 
mortis causa).

The main transactions and events subject to 
Stamp Duty, as well as the taxable amount 
and applicable rates, are the following:

•	Onerous acquisition or donation of own-
ership rights or equivalent over real es-
tate - 0,8% on its value

•	Gratuitous acquisitions of assets, in-
cluding real estate - 10% on its value

•	Lease and sub-lease of buildings – on 
one month’s rent or its increase - 10%
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•	Guarantees of obligations, regardless of 
their nature or form, except when ma-
terially ancillary to contracts specifically 
taxed under the Stamp Duty Code and 
agreed simultaneously with the obliga-
tion being guaranteed:
1)  guarantees with a duration of less 

than one year – per month or part 
thereof -0,04%

2)  guarantees with a duration of one year 
or more – 0,5% on the value thereof

3)  guarantees with a duration of five 
years or more – 0,6% on the value 
thereof

•	Use of credit in the form of funds, goods 
and other values, as a consequence of a 
credit concession of any nature:
1)  credit with a duration of less than 

one year – 0,04% per month or part 
thereof

2)  credit with a duration of one year or 
more - 0,5% on the value thereof

3)  credit with a duration of five years or 
more - 0,6% on the value thereof

4)  credit used in the form of a current 
account, overdraft or any other form, 
where the term is not determined 
or determinable - 0,04% over the 
monthly average

•	Insurance policies:
1) guarantee insurance - 3%
2)  accident, sickness and credit insur-

ance, farming and stock breeding, 
transported goods, ships and air-
crafts – 5%

3) insurance of any other type – 9%
•	Assignment of business – 5%

Notwithstanding, a broad range of exemp-
tions may apply. Main exemptions include:

•	Insurance premiums received for re-in-
surance from an enterprise legally op-
erating in Portugal, as well as premium 
and commissions of “life” insurance

•	Shareholder loans and some types of 
intra-group financing

•	Financing (including interest, commis-
sions, principal and guarantees) be-
tween financial institutions or to risk 
capital companies, with exception of tax 
havens

•	Gratuitous transfers between family as 
defined by law (e.g. inheritance)

Transactions subject and not exempt of VAT 
are not subject to stamp duty.

III.7. tax bEnEfIts

7.1. IntroduCtIon
Tax benefits are included in the Codes relat-
ing to the various taxes, in the Tax Benefits 
Code approved by Decree-Law nº 215/89, of 
01 July, and republished by Decree-Law nº 
108/2008, of 26 June and in certain separate 
additional legislative instruments.

According to article 2 of Tax Benefits Code, 
tax benefits are “exceptional measures cre-
ated to protect extra-fiscal public interests 
which are relevant and of greater importance 
than those connected with taxation thereby 
prevented“. Under the Constitution of the 
Portuguese Republic (CRP), both the pre-
conditions and the granting of tax benefits 
must be set by a legislative act (article 103 
nº 2 of CRP).

The TAX BENEFITS CODE defines the le-
gal framework and the fiscal principles, to 
which the creation of benefit situations must 
be subject, the rules governing the grant of 
benefits and the administrative recognition 
and categories of the said benefit. Please 
note that some of the tax benefits have a 
sunset clause of five years. 

Notwithstanding, Portuguese legislation al-
lows the Government to enter into tax con-
tracts in case of relevant investments, as 
defined by law.

7.2. tax bEnEfIts (ExamplEs):
7.2.1. tax ContraCts
Projects for investment in production units 
effected up to 31 December 2020, amount-
ing to €5.000.000 or more, relevant to the 
development of sectors considered of stra-
tegic interest to the national economy and 
the reduction of regional inequalities, lead-
ing to the creation of jobs and helping to 
boost technological innovation and national 
scientific research, may be entitled to tax in-
centives on a contractual basis, for a period 
of up to 10 years, to be granted subject to the 
conditions laid down in the Investment Tax 
Code and the principles established in Tax 
Benefits Code.

The above-mentioned investment projects 
may be granted any or all of the following 
tax incentives:

a) Tax credits determined on the basis of the 
application of a percentage between 10% 
and 20% of the relevant applications of the 
project actually effected, to be deducted 
from CIT payable

b) Exemption from or reduction of IMI re-
lating to land and property used by the un-
dertaking in connection with the investment 
project

c) Exemption from or reduction of IMT relat-
ing to real property acquired by the under-
taking for use in the exercise of its activity 
pursuant to the project

d) Exemption from or reduction of any Stamp 
Duty payable on any deeds or contracts nec-
essary to the realisation of the investment 
project

7.2.2. InCEntIvEs for IntErnatIon-
alIsatIon of portuguEsE
busInEssEs
Direct investment projects worth €250.000 
or more, realised by Portuguese undertak-
ings abroad by 31 December 2020, of rel-
evant application and proved to be of strate-
gic interest to the internationalisation of the 
Portuguese economy, may be entitled to the 
benefit of tax incentives, on a contractual 
basis, for a period of up to 5 years.

Promoters of such investment projects may 
be granted the following tax benefits:

a) A tax credit usable to offset CIT, of be-
tween 10% and 20% of the relevant applica-
tions deductible on payment of CIT, which 
cannot exceed 25% thereof in any given year, 
up to a limit of €997.595,79

b) Elimination of economic double taxation 
in accordance with the terms and conditions 
laid down in Art 46 of the CIT Code, during 
the contractual period, where the invest-
ment is effected in the form of incorporation 
or acquisition of foreign companies

Where investment projects are effected in a 
Member State of the European Union, this 
scheme only applies to small and medium-
sized businesses, as defined in law.

7.2.3. rEsEarCh and dEvElopmEnt 
Law nº 55-A/2010, of 31st December, cre-
ated the “SIFIDE II”, a system of tax incen-
tives for entrepreneurial research and de-
velopment in force until 2015, expressed in 
the deduction of investigation and develop-
ment costs from CIT payable, in so far as 
no non-refundable financial assistance has 
been granted by the State, by way of a dou-
ble percentage:

a) Basic rate: 32.5% of costs incurred during 
the relevant period

b) Increased rate: 50% on increased costs 
incurred during the relevant period in rela-
tion to the simple arithmetical average for 
the two previous years, up to a maximum 
limit of €1.500.000

This rate increases to 20% in the case of 
PhD employees, up to a maximum limit of 
€1.800.000.

Costs which cannot be deducted in the year 
in which they were incurred because the tax 
payable is not sufficient may be deducted up 
to the sixth year thereafter.

7.2.4. tax bEnEfIts to madEIra
frEE ZonE
Portugal has presently two free trade zones: 
Madeira and Santa Maria Island (Azores), al-
though the latter will lose this status at the 
end of current year.

The Madeira free zone is currently author-
ized by EU to operate until 31 December 
2020. Benefits apply only to operations and 
transactions with entities not resident in 
Portugal.

Tax breaks include a 4% CIT rate for enti-
ties licensed until 31 December 2012 and 
5% thereafter, provided some substance 
requirements (typically job creation and/or 
investment thresholds). Some activities are 
excluded, such as intragroup services (coor-
dination, treasury and distribution centers) 
or insurance and intermediation financial 
services.
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Shareholders and providers of licensed enti-
ties generally benefit from exemption of in-
terest, dividends, capital gains and services 
(although some exceptions may apply).

There are even more beneficial regimes for 
entities licensed under the previous tax re-
gimes, that can still be acquired.

7.2.5. Job CrEatIon
150% of the costs of net job creation for 
young people and the long-term unem-
ployed, taken on by companies under con-
tracts for an indefinite period. This benefit  
applies only once to each employee. 

For a period of 5 years from the beginning 
of the employment contract, and may not be 
combined with other job support incentives 
provided by other laws and with other simi-
lar tax benefits, when applied to the same 
employee or job.

7.2.6. InCEntIvEs to thE fInanCIng 
systEm and CapItal markEt
The incentives to the financing system and 
capital market boost a wide range of ben-
efits, such as:

•	Pension Funds and assimilated entities 
operating according to Portuguese leg-
islation: exemption from CIT, IMT and 
IMI

•	Savings Funds operating according to 
Portuguese legislation: exemption from 
CIT, IMT and IMI 

•	Real Estate Investment Funds: exemp-
tion from IMT except for the “closed” 
funds of private subscription. All Real 
Estate Funds have favourable tax treat-
ment on CIT

•	Funds of Funds
•	Movable Capital Gains realized by non 

resident entities: exemption under cer-
tain conditions

•	Venture capital funds, fixed term ap-
plications, foreign loans and rents from 
leasing of imported equipment, finan-
cial services to public entities

•	Swaps and loans granted by non-resi-
dent financing institutions, deposits by 
non-resident credit institutions

•	Holding Companies (SGPS), Venture Capi-
tal Companies (SCR) and Venture Capital 
Investors (ICR), on certain types of income 
(notably dividends and capital gains) 

7.2.7. othEr tax bEnEfIts

7.2.7.1. tax bEnEfIts for Inland
arEas
Benefits to inland areas can be granted to 
those entities who exercise their main activ-
ity in eligible areas by reducing the CIT rate 
to 15%; such rate is reduced to 10% for new 
industries establishing themselves during 
the first five accounting periods.

Besides that, there is a deduction of write-
back and capital depreciation relating to 
investment expenditure up to €500.000, for 
the purpose of determining taxable profits, 
with a 30% increase for CIT subjects whose 
principal activity is carried on in the areas 
in which the scheme operates and a deduc-
tion of obligatory social security charges 
borne by the employer undertaking for the 
purpose of determining taxable profits, with 
a one-off 50% increase per employee taken 
on by the undertaking in question, or by an-
other with which it has special relations, for 
an indefinite period.

For the purposes of these incentives, the 
areas in which the scheme operates are 
delimited according to various criteria and 
are defined by a statute of the Ministry of 
Finance.

7.2.7.2. tax bEnEfIts rElatIng to 
ConCEntratIon dECIsIons or
CoopEratIon agrEEmEnts bE-
twEEn CompanIEs
To enterprises that exercise directly and as 
their main activity an agricultural, commer-
cial, industrial activity or supply of services 
and that are reorganized as a result from 
concentrations between undertakings or 
cooperation arrangements, the following tax 
benefits may be granted (in addition to CIT 
and VAT neutrality):

a) Exemption from IMT on transfers of non-
residential property

b) Exemption from Stamp Duty on transfers 
of the type referred to above or the creation 
or increase of the share capital or assets of 
a capital company

c) Exemption from fees and other legal costs 
of any deeds and documents forming part of 
those processes

7.2.7.3. tax bEnEfIts on land and 
propErty In busInEss loCatIon ar-
Eas (alE)
Acquisitions of real property situated in 
business location areas by companies re-
sponsible for the management of those ar-
eas and companies that install themselves 
therein are entitled to the following exemp-
tions:

a) Exemption from IMT on property purchases

b) Exemption from IMI on the purchase or 
construction of property for a period of 10 
years

This scheme applies to property purchased 
or completed by 31 December 2011 and also 
applies to business parks in the Autonomous 
Region of Madeira, created and governed by 
Regional Legislative Decree nº 28/2001/M, 
of 28 August, as amended by Regional Leg-
islative Decree nº 12/2002/M, of 17 July.

7.2.7.4. InCEntIvEs for thE
aCquIsItIon of ElECtrIC vEhIClEs
The taxpayer that acquires a vehicle pow-
ered exclusively by electricity or a vehicle 
powered by renewable energy sources may 
benefit from a 30% deduction in the IRS tax-
able income, only once every four years. 
Companies that acquire fleets of vehicles 
exclusively powered by electricity are eligi-
ble for an increase in costs for CIT purposes.

7.2.7.5. InhErItanCE tax bEnEfIts
Since 2004 was abolished by the Portuguese 
legal system the inheritance tax on the spouse, 
domestic partnerships and on elegible rela-
tives in ascending and descending lines.

7.2.7.6. tourIsm utIlIty
There are multiple incentives to the tourism 
activity, regarding all the recognized useful 
investments, such as:

•	Exemption from IMT 
•	Exemption from IMI for a period of seven 

years (renewable)
•	Stamp Duty reduced to 1/5  

7.2.7.7. InCEntIvEs for sCIEntIfIC
IntErnatIonal soCIEtIEs
or assoCIatIons 
To Scientific International Societies or As-
sociations established in Portugal could be 
recognized by the Finances Minister total or 
partial exemption from CIT.

The Portuguese legal framework comprises 
two types of appeals:

•	an administrative stage, at which       
appeals are handled by administrative 
bodies; and

•	a judicial stage, at which appeals against 
final decisions of the tax administration 
are handled by the tax courts.

III.8. JudICIal systEm

Appeals against a determination of the tax 
authorities may bypass the administrative 
stage and be taken directly to the judicial 
stage, unless they relate to applications for 
reconsideration. In principle any tax case 
can be reviewed at least twice during the 
administrative and judicial stage, in first and 
second instance, except if based on estimat-
ed assessments.

A taxpayer must be represented by a lawyer 
in appeals initiated from 1 July 1991, if the 
amount involved exceeds € 12.500 and also 
in the case of appeals to Administrative Cen-
tral Court (second instance) or to the Admin-
istrative Supreme Court of third instance.

In 2011 Portugal has enacted the legislation 
to put in place Tax Arbitration.
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III.9. IntErnatIonal tax aspECts

9.1. unIlatEral rElIEf from doublE 
taxatIon
In the absence of specific tax treaties for the 
avoidance of double taxation, the general 
rule is that resident companies must in-
clude in their taxable base all income aris-
ing abroad.

In the case of tax treaty countries, foreign 
income tax payments constitute tax credits. 

The method for elimination of double taxa-
tion mostly adopted by Portugal in its treaty 
network is the credit method. Accordingly, 
any tax on dividends, interest and royalties 
imposed by treaty countries, whether or not 
derived through a permanent establishment 
herein, is credited against Portuguese cor-
porate tax. 

As a general rule, the credit comprises the 
lower of the foreign tax paid and the Portu-
guese tax, computed on a per country basis.

Qualifying Portuguese taxes comprise taxes 
on income (individual and corporate income 
tax) and withholding tax on dividends, inter-
est and royalties.

 (ii) Tax treaties in force

The following is the full list of tax treaties 
concluded by Portugal which are in force. 

Countries: Algeria, Austria, Belgium, Brazil, 
Bulgaria, Canada, Cape Verde, Chile, China, 
Cuba, Czech Republic, Denmark, Estonia, 
Finland, France, Germany, Greece, Guinea, 
Hungary, Iceland, India, Indonesia, Ireland, 
Israel, Italy, Korea (Rep.), Latvia, Lithuania, 
Luxembourg, Macao, Malta, Mexico, Moldo-
va, Morocco, Mozambique, the Netherlands, 
Norway, Pakistan, Poland, Romania, Russia, 
Singapore, Slovakia, Slovenia, South Africa, 
Spain, Sweden, Switzerland, Tunisia, Tur-
key, Ukraine, United Kingdom, United States 
of America, Venezuela.

9.3. antI-avoIdanCE mEasurEs
There is a general anti-avoidance rule under 
which a transaction is void if it is proved that its 
principal objective or one of the principal ob-
jectives was the reduction or elimination of tax 
by abusive means, which would be otherwise 
due. In such a case, the transaction in ques-

tion will be subject to normal taxation.

In addition, the Corporate Income Tax Code 
contains specific anti-avoidance rules on 
tax-driven mergers, transfer of assets and 
exchange of shares.

The thin capitalization rule (ratio 2:1) affects 
interest deductibility but only applies when 
non EU entities are involved.

CIT Code does not allow domestic entities to 
deduct payments made to companies located 
in listed tax havens unless they timely prove 
that the services rendered by the latter were 
real and the fees respected the arm’s length 
principle. This inverts the burden of proof 
from tax authorities to taxpayers.

9.3. CfC rulEs
Under the controlled foreign companies 
(CFC) rules, a Portuguese resident (indi-
vidual or company) may be subject to CIT on 
the undistributed profits of a non-resident 
company in which it has (directly or indirect-
ly) a substantial (25% or more) participation 
(10% where more than 50% of that company 
is owned, directly or indirectly, by Portu-
guese resident participators) and which is 
situated in a country or territory listed as a 
tax haven or where it is either not subject to 
any income tax or the corporate tax imposed 
is less than 60% of the normal CIT rate.

However, no attribution of profits will be 
made if the CFC can satisfy cumulatively 
both of the following two tests:

•	75% or more of its profits arise from lo-
cal farming or manufacturing activities, 
or from commercial transactions mainly 
with the local market or not involving 
Portuguese residents; and

•	its main activity is other than banking, 
certain types of insurance, holdings and 
other listed activities.

notes
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Iv. labour & EmploymEnt 
Major labour provisions are foreseen in the 
Portuguese Labour Code (“Código do Trabal-
ho) and its regulatory regime (“Regulamento 
ao Código do Trabalho”), that are comple-
mented, in many matters, due to its sub-
sidiary nature, by the Collective Regulatory 
Instruments and by the Individual Labour 
Contracts. Also at a constitutional level, the 
Constitution of the Portuguese Republic en-
shrines some fundamental rights such as 
the right to employment, limitation on dis-
missal cases, the right to receive a fair and 
equitable salary - in Portugal salaries are 
paid 14 times/year (Holidays and Christmas) 
-, the right to have a rest period - eg. basis of 
22 days/year -, the right to annual paid leave 
and the right to safety and health protection.
In general terms and according to these 
rules, employers shall award their employ-
ees with, among others: (i) a fair retribution 
for their labour (ii) all the means for a good 
job performance; (iii) the necessary train-
ing to perform certain activities and also 
to improve their professional training and 
abilities; (iv) limits on working period - 40 
hours/week and 8 hours/day. The labour 
relationship can be established by different 
types of agreement. Thus, an employee can 
be admitted under a permanent employ-
ment contract (“contrato por tempo indeter-
minado”), the commonly one, or a temporary 
employment contract, with a fixed term or 
connected to a certain condition (“contrato 
a termo certo ou incerto”), these being the 
exception, since they can only be executed 
under certain conditions. The employee 
can be allowed to work at home (“contrato 
no domicílio”) or by using electronic means 
(e.g., computer, mobile phone), i.e., without 
being physically at the company’s site (“tel-
etrabalho”).
In Portugal there are no minimum require-
ments as to the number of employees the 
employer must or can hire. There is no ob-
ligation whatsoever, in the private sector, to 
hire or have national citizens in any position 
in the company.
On the other hand, under Portuguese La-
bour Law, the employer may only terminate 
a labour contract once certain requirements 
are met, as follows:

•	During probationary period:
Termination of a labour contract by ei-
ther of the parties during probationary 
period does not require any prior notice 

or the allegation of any grounds. Addi-
tionally, no indemnity is due. The maxi-
mum period of time for the probation 
period is expressly foreseen (periods 
may vary between 15 and 240 days, de-
pending on the type of the activity and 
the nature of the agreement - temporary 
vs permanent employment contract).

•	Dismissal:
The dismissal is only lawful when the 
employee is guilty of having committed 
a serious violation of his duties (“justa 
causa”) and this violation is deemed to 
turn the labour relationship impossible 
to maintain.
The Law determines as fair grounds for 
dismissal, among others, some of the 
following behaviours of the employee:
 a)  if the employee disobeys lawful 

orders (without justification) given by 
superiors;

  b)  if the employee attempts to infringe 
the rights and the guarantees of 
colleagues;

  c)  if the employee repeatedly provokes 
conflicts with other employees;

  d)  unjustified absences from work 
which give cause to direct damages 
or serious risks to the company or, 
regardless of any damage or risk, 
whenever the employee is absent 
5 consecutive days or 10 non-
consecutive days, per year, without 
providing a justification.

A relevant specification on this matter is that 
the employer can only dismiss the employee 
following a disciplinary proceeding, which 
begins with a letter from the employer ex-
pressing the intention to dismiss along with 
a report containing the relevant facts (ac-
cusation) that support such intention. This 
proceeding is subject to very strict require-
ments, including the hearing of the employ-
ee concerned.
In case the dismissal is deemed as unlawful 
by the competent Court, the employee is en-
titled to an indemnity equivalent to the sala-
ries between the date of dismissal and the 
date of Court’s decision. Additionally, in this 
case the employee will be able to choose 
between his reintegration in the company 
or to ask for a complementary indemnity 
that varies from 15 to 45 days of the remu-

neration (base) per each year of service or 
fraction thereof, being that a minimum of 3 
months of remuneration is imposed by Law. 
However, if the employee used to perform a 
management office, the employer may op-
pose to the reintegration of the employee by 
awarding him with the referred indemnity.
Regardless of the employee behaviour, there 
may be other grounds for dismissal, namely:

•	Loss of labour position due to structur-
al, technological, economic or market 
motives related to the company;

•	Dismissal based on employee’s failure 
to adapt to the job.

Beyond individual dismissal, Portuguese 
Labour Law also foresees the collective dis-
missal (“despedimento colectivo”), possibil-
ity that is only admissible due to the closing 
down of the company or to the closing down 
of one or more of its business departments/

units. Such events shall imply a reduction of 
the payroll caused by structural, technologi-
cal or market motives. This dismissal must 
concern at least 2 to 5 employees, depend-
ing on whether the company has up to 50 or 
more than 50 employees.
Finally, Portuguese law recognizes each 
employee’s free right to affiliate in a Union. 
Portuguese Unions cover almost all existing 
professional activities. Nowadays, the affili-
ation rates are quite low among the Portu-
guese Unions. 
As far as employers are concerned, they are 
also allowed to organize themselves through 
their own representative organizations.
Both types of organizations, Union and em-
ployers organization are institutionalised 
as negotiation partners within the approval 
process of the Collective Regulatory Instru-
ments.

notes
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v. IntEllECtual propErty

v.1. IntroduCtIon
Portugal is party to most of the international 
treaties concerning intellectual property. 
Additionally, as a Member State of the Euro-
pean Union, Portugal has been implement-
ing the applicable Directives and is bound 
by other legislative acts approved within the 
European Union on this area of law.
Over the last decades Portugal has made 
significant progress towards the protection 
and valorisation of the intellectual property, 
in a bid to attract foreign investment and 
also to motivate local companies and indi-
viduals to protect and export their ideas and 
projects. 
As far as industrial property is concerned, 
new measures of simplification have been 
in force since 2008, which, in general terms, 
were aimed to simplify the system, by mak-
ing it more agile and user friendly, and pro-
viding it with modern, up to date instruments 
capable of assuring an adequate regulation 
of the rights and encouraging the use of in-
dustrial property. In order to achieve these 
goals, the new measures essentially had 
two main objectives: (i) simplify the access 
and the use of the IP system and (ii) reduce 
the periods for the grating of rights, without 
however, losing sight of the specificities of 
some modalities and the quality of the ser-
vices provided by the Portuguese Regulator.
One can say that this goal has been achieved 
and that industrial property in Portugal 
nowadays enjoys a similar level of protection 
as in most developed countries.
It is also important to note that there are 
no specific restrictions upon foreign invest-
ment in our country, and that a foreign en-
tity may generally be granted an intellectual 
property right in Portugal in substantially 
the same terms as a Portuguese entity.
Of all the legislation in Portugal dealing with 
the protection of intellectual property we 
highlight the Industrial Property Code, ap-
proved by Decree–law 36/2003, of March 5, 
2003, as amended – dealing with the protec-
tion of trademarks, patents, logos, infringe-
ment of rights and unfair competition issues 
– and the Code of Copyright and Related 
Rights, approved by Decree-law 63/85, of 
March 14, 1985, as amended.
Apart from these two Codes, there are sev-
eral decrees covering specific matters (e.g. 
software protection). 

v.2. tradEmarks
As a general rule, in order to benefit from 
legal protection, trademarks must be reg-
istered with the Portuguese Institute of In-
dustrial Property (“INPI”), as provided for in 
the Industrial Property Code. Such registra-
tion is made for specific products or ser-
vices, classified in accordance with the Nice 
Agreement of 1957 - the International Clas-
sification of Goods and Services. 
The registration process takes on average 
4 to 5 months until grant of protection, as-
suming that no opposition is filed by third 
parties and that no clarification requests or 
provisional refusals are made by the INPI.
The necessary application must contain the 
following:

•	complete identification of the applicant 
and signature of its representative;

•	identification of the trademark and its 
representation; 

•	description of the products/ services; 
•	indication of any claim in relation to col-

ours; and 
•	priority claim, if any (namely under the 

Paris Convention for Intellectual Prop-
erty).

Foreign entities are entitled to apply for 
trademarks registration in the same terms 
and conditions as Portuguese ones, provid-
ed that foreign documents (e.g. certificate 
of incorporation) are translated and, where 
applicable, legalized with a Portuguese 
Consulate or with the Apostille of the Hague 
Convention.
As previously mentioned, registration pro-
cedures have suffered several modifications 
last years which are sought to speed up the 
process until the grant of protection and to 
reduce the global costs of the registration. 
Once granted, the registration of a trade-
mark is valid for successive and unlimited 
periods of 10 years, provided that the re-
newal fees are duly paid. During the validity 
of the registration, the trademark shall be 
effectively used in the commerce, prevent-
ing possible cancelation requests filed by 
third parties. 
Special protection is provided for “well-
known trademarks” and for trademarks of 
“great prestige”. In the first case, the owner 
has the right to oppose to any registration 
intending to cover similar products or ser-
vices. In the second case, the owner can 

oppose a registration irrespective of being 
intended for similar or different products or 
services.
Additionally, within the scope of the Ma-
drid Agreement of April 14, 1891, and of the 
Madrid Protocol of 1989 on international 
registration of trademarks (both of which 
Portugal is a party to), the protection of a 
Portuguese trademark can be extended to 
any country signatory of those treaties ben-
efiting from a centralized process (that runs 
with the World Intellectual Property Organi-
zation) and a fees reduction.
Finally, it is important to stress that, since 
Portugal is a Member State of the European 
Union, any entity (local or foreigner) may 
request the registration of a Community 
trademark (“CTM”) with the OHIM (“Office 
for Harmonization in the Internal Market”), 
thus benefiting from one single registration 
procedure which grants an exclusive right in 
the 27 Member States of the EU.

v.3. patEnts
The Industrial Property Code also provides 
for the patenting of any new invention. To be 
granted a patent, the invention must (i) be 
novel, i.e., the invention must not form part 
of the state of the art, (ii) imply an inventive 
step, and also (iii) be able to have industrial 
application. 
Under certain circumstances established 
by Portuguese Law, software can be the ob-
ject of a patent. In fact, software (or “com-
puter implemented invention”) shall not be 
claimed as such and must reveal having 
technical character. In general terms, it is 
deemed to have technical character when 
the invention produces an additional techni-
cal effect which goes beyond the physical ef-
fects associated to its implementation (such 
as, for example, control a machine or an in-
dustrial process).  
The application for a patent in Portugal must 
be filed with INPI and shall contain the fol-
lowing:

•	complete identification of the applicant 
and the inventor, if not the same; 

•	description of the invention; 
•	summary of the invention; 
•	claims;
•	drawing explaining the description;
•	title with the objective of the invention; and
•	any claim to a possible priority right un-

der international treaties.

Once the registration is granted - the mini-
mum time is currently of 21 months from 
filling to grant - a patent is valid for a 20 
years period as from the application date, 
provided that yearly renewal fees are paid. 
Under our law, the employer has the right 
to the patent in relation to any inventions 
created by its employee during an employ-
ment agreement, provided that the inventive 
activity (i) is expressly envisaged in the re-
spective employment agreement, and (ii) is 
specially remunerated.
As in many other jurisdictions, the patent 
owner has the obligation to exploit effective-
ly the invention that was patented. Notably, 
the owner must begin to exploit the patent 
no more than 3 years after it has been grant-
ed. In the absence of effective exploitation, 
any third entity may apply for a compulsory 
license pursuant to a detailed regime laid 
down in the Industrial Property Code.
Compulsory licenses can also be imposed 
on the grounds of public interest, export 
needs, and dependence between patents.
A final note to the fact that, alike to trade-
marks, Portuguese patenting procedures 
have been improved in order to reduce the 
timeframe of the process and the global 
costs associated with the registration. In ad-
dition, latest amendments have implement-
ed the “Provisional Patent Application”. This 
application enables the applicant to get a 
provisional protection through an easier, 
simpler and more accessible way (with a 
minimum of formalities) and confers the 
applicant with a priority of an invention. It is 
valid for a 12 months period and could be, 
within this timeframe, converted into a de-
finitive application. We highlight some rel-
evant advantages: (i) it enables to postpone, 
for a 12 months period, the formalization of a 
complete patent application, (ii) at the same 
time it allows to assure the confidentiality of 
the invention - the provisional patent appli-
cation is not published - while searching the 
state of the art (the provisional application 
could be the basis of a search), (iii) it allows 
reducing the initial investment, granting the 
applicant until 1 year to evaluate the poten-
tial of an invention and to decide about the 
real possibilities of industrial application 
or to improve the invention (if the subject is 
contemplated in the provisional application), 
and finally (iv) the provisional application 
responds to the lack of immediate financial 
capacity to go for a complete application and 
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to the possible lack of time to formalize a 
complete and definitive patent application, 
when facing the need to proceed with an im-
minent disclosure of the invention.

v.4. CopyrIght CodE
The Code of Copyright and Related Rights 
(“Código do Direito de Autor e dos Direitos 
Conexos”) was approved by Decree-Law 
63/85, of March 14, 1985, and has since 
then been amended several times, in order 
to adapt and implement several European 
Directives and other international treaties 
ratified by Portugal.
Portuguese regime, in line with the general 
international legal framework, establishes 
the distinction between rights of patrimo-
nial or economic nature and rights of per-
sonal nature, also named moral rights. This 
distinction is important at a practical level, 
since it attracts a different regime, notably 
in what concerns duration and transfer.
The patrimonial content of a copyright is 
mainly defined as the exclusive right to eco-
nomic usage of the work, whereby the au-
thor takes advantage of, and uses his work, 
by whatever means, securing for himself the 
material advantages resulting from such 
usage. Moral rights, on the other hand, are 
those more closely linked to the individual 
author, notably the right to claim authorship 
of the work, the right to ensure its authen-
ticity and integrity, the right to disclose (or 
not) the work, and the right of withdrawal.
Works subject to protection under the Copy-
right Code are any intellectual creations of 
the literary, scientific and artistic domain. 
The copyright is granted in Portugal, irre-
spectively of any prior registration, although 
it is strongly advisable to proceed with such 
registration.
Regarding the patrimonial right, the owner 
of the work (and/or the holder of rights to a 
protected work) is entitled to use and exploit 
it commercially by whatever means, notably 
through licenses and, in general, it can be 
assigned or subject to any encumbrance, 
wholly or partially. On the contrary, moral 
rights are non-transferable, non-renounce-
able and remain valid, even after author’s 
death, until the work falls into public domain.
The rights over the work created by an em-
ployee during an employment agreement 
will be granted to the author or to the em-
ployer, depending on what has been agreed 
prior to the creation of the work. In the ab-

sence of such an agreement, then applicable 
law foresees, as a general rule, a presump-
tion according to which the rights belong to 
the author. 
Copyrights are under protection for a spe-
cific period of time, after which the work 
falls into the public domain and can be used 
by any person. Currently, the general time 
period of copyright protection is 70 years as 
from the death of its author, unless other-
wise is expressly foreseen. Other related 
rights benefit of a shorter longevity, this is 
the case of the artistic performances, pho-
nograms or video producers, and broadcast-
ing organizations, whose duration is of 50 
years as from the performance, fixation or 
broadcasting, as applicable.

v.5. lICEnsIng and othEr agrEE-
mEnts
Portugal is an importer of intellectual prop-
erty and therefore foreign companies very 
often license their intellectual property 
rights to a Portuguese company, whether it 
is a subsidiary or not. Should the intellectual 
rights in question be subject to registration, 
then it is essential that this registration is 
completed before entering into any kind of 
arrangement.
To be effective towards third parties, the li-
cense of any trademark, patent, utility mod-
el or industrial designs must be notified to 
INPI, which procedure is quite fast and in-
expensive.
When discussing a licensing agreement, it is 
important to clarify in advance whether the 
license is exclusive or not, and also whether 
the licensor keeps the right to exploit the 
licensed rights directly. In the absence of a 
specific clause, the law assumes that the li-
censor is entitled to keep the exploitation of 
the licensed rights.
Very often a license agreement includes a 
number of other aspects, like the supply of 
services, know -how, specific training, etc. 
On the other hand, it is also usual to include 
license agreements within broader agree-
ments, notably franchising, distribution or 
agency agreements. 
It is also quite common for local subsidiaries 
to use intellectual property rights through a 
simple license agreement against the pay-
ment of a royalty and a service fee.

notes
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vI. rEal EstatE

vI.1. lEgal rEgImE
The legal framework regarding real estate 
is dispersed throughout several legal docu-
ments, each of which relates to a specific 
issue.
Property acquisition provisions are foreseen 
in the Portuguese Civil Code (“Código Civil”), 
which include formalities, effects and other 
relevant conditions as well as establishes a 
set of provisions regarding the constitution 
of mortgages, among other property liens.
Registration and notary procedures, con-
cerning purchase, sale and registration of 
property and other related rights are also 
set forth in the Property Registration Code 
(“Código do Registo Predial”) and in the No-
tary Code (“Código do Notariado”).
According to Portuguese law, in general 
terms, all real estate property must have:

•	a Property Registration Certificate 
(“Certidão do Registo Predial”);

•	a Tax Registration Certificate (“Cadern-
eta Predial”).

The Property Registration Certificate con-
tains the specific description of the property, 
including area, type (urban, rural or both), 
and the registration of all rights or restric-
tions pending on the property, including ac-
quisition, liens or other encumbrances (e.g., 
easement).
The Tax Registration Certificate is a docu-
ment certifying the registration of the prop-
erty with the Tax Authorities and containing 
the value considered for taxation purposes.
Both the above mentioned records are ac-
cessible to the public. Any individual or cor-
porate entity may request certified copies 
of these public records from the respective 
authorities.
Access to these public records when ac-
quiring real estate is essential, not only for 
confirmation purposes, but also to assess 
whether there is any registrations that may 
have an impact over the transaction, such as 
any rights or charges including mortgages, 
easements or encumbrances on the property.

vI.2. transfEr of rEal EstatE
The transfer of real estate may be executed 
in several ways, such as by sale and pur-
chase or barter agreement, either through 
direct transfer of the same, or purchase and 
sale of shares/quotas of a company owning 

real estate.
Currently, according to Decree-Law 116/2008 
of July 4, 2008, real estate may be trans-
ferred without the execution of a public 
deed. In fact, according to the new regime, 
which abolished several formalities on the 
sale and purchase of property, it is now pos-
sible to execute it through an “on the spot” 
service called “Casa Pronta” where all ser-
vices which are required to conclude the real 
estate deal are concentrated. This process 
takes place without the intervention of pub-
lic notaries and is concluded in one day. 
The deal may also be executed by signing a 
private document as long as the signatures 
are duly certified (by public notary or lawyer).
Transfers of properties which are not exe-
cuted by one of the above referred ways are 
deemed null and void.
Once the deed of sale and purchase is ex-
ecuted, the transfer must be registered 
on behalf of the new owner with the Prop-
erty Registration Office (“Conservatória do 
Registo Predial”), the entity responsible for 
promoting any registrations regarding real 
estate. This registration is essential for le-
gal purposes, when it comes to property is-
sues. Indeed, registration allows the owner 
to enforce its property against any possible 
infringement (erga omnes effect).
Usually, the execution of the sale and pur-
chase agreement is preceded by a promis-
sory agreement. These agreements are en-
tered into in cases where the parties are not 
in a position to execute the final agreement 
immediately or wish to impose certain con-
ditions to be met by the other party before 
“closing”.
Quite common examples of these situations, 
among many others, are the transactions 
over buildings not yet finished and therefore 
the necessary licenses have not been issued, 
or the purchaser has not obtained financing 
for the purchase of the property, etc.
The real estate promissory sale and pur-
chase agreement must be executed by writ-
ten document signed by the parties. The 
certification of signatures is recommended 
and mandatory in case the agreement refers 
to buildings, case in which the existence of 
the relevant license of use must also be cer-
tified, where applicable.

vI.3. urban ConstruCtIon lEgal
rEgImE
The legal framework for urban construction 
is currently set forth by Decree-Law 555/99, 
of December 16, 1999, as amended, which is 
referred to as “Regime for Urban Construc-
tion”. The legislation was implemented as 
an attempt to simplify and unify the former 
legal provisions concerning urban construc-
tion and urbanization procedures, which 
were previously provided in separate and 
scattered legislation.
Besides the above mentioned legislation, 
applicable to the whole Portuguese terri-
tory, there are local regulations, approved 
by the Municipalities (local administrative 
governments).

There are three groups of provisions:
•	municipal regulations on urban con-

struction;
•	municipal plans (“planos directores”; 

“planos de urbanização”; “planos de por-
menor”) ;

•	municipal regulations on fees and com-
pensations (due for the approval of ur-
ban operations by the municipality).

Finally, concerning the applicable legal re-
gime, there are still land use plans of na-
tional application, prepared by the Govern-
ment, mainly in certain areas such as coast 
line and natural reserve areas.

a) ConstruCtIon rEquIrEmEnts 
The legal regime above mentioned estab-
lishes three different permits for urban con-
struction licensing:

•	License Procedure;
•	Authorization Procedure;
•	Prior Communication Procedure.

Each type of procedure is used for a different 
purpose, according to the type of work in-
tended to carry out as well as the construc-
tion location.
The determination of each type of procedure 
takes into account the higher or lower level 
of pre-existing legal protection given by ter-
ritorial plans or property allotment opera-
tions. 
The license procedure is the most complex 
procedure and must be used in cases where 
territorial plans or allotment plans are non-
existent, in such cases it is necessary for 
the competent authorities to have greater 

control over what is projected, before being 
constructed, and in determining the limits 
for construction, which have not yet been 
defined in previous regulations for land use.
The authorization procedure is applied to 
urban operations held in locations previ-
ously regulated (namely where construction 
or urban operations have already been ap-
proved) and therefore, specific rules have 
been determined. This procedure certifies 
that the projects fulfil the pre-existing rules. 
The prior communication procedure is ap-
plied in cases where the works have a mini-
mum urban impact in the relevant territory, 
namely works executed in buildings’ inte-
riors.  Although it is a simpler procedure, 
it gives public authorities control over the 
works that are being carried out in a certain 
building, for archive records and to avoid 
fraud.
Maintenance works, as cleaning, refurbish-
ing and repair, necessary to preserve the 
building as at the date of construction, re-
construction or alteration, are exempt from 
any licensing or prior communication procedures.

b) lICEnsE of usE
Apart from the above mentioned procedures, 
which are essential for operations concern-
ing property, it is also mandatory to hold a 
Municipal License, designated “License of 
Use” (“Licença de Utilização”). 
Without this license, no property may be 
used, sold or leased, except if otherwise 
provided by law, i.e., cases where properties 
are exempt from the license of use.
Decree-Law 281/99, of July 26, 1999, has 
enabled buildings without a license of use to 
be sold, if the following requirements have 
been met:

•	the construction license has been duly 
issued;

•	the License of Use was requested at 
least 50 days in advance;

•	the transferor of the property states in 
the deed that:
a) the works have been concluded;
b)  the construction has not been inter-

rupted by the Municipality; 
c)  the transferor has not been notified 

by the competent authorities that the 
License of Use has been denied;

d)  the construction license has not been 
withdrawn; and 
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e)  the transferor has not given notice to 
pay the respective construction tax by 
the Municipality.

The transferor of the property is liable to-
wards the purchaser for the veracity of the 
statements made in the deed concerning 
the construction of the building and license 
of use.
Furthermore, it is worth noting that for pur-
chase and sale purposes, buildings con-
structed before August 12, 1951 are exempt 
from the license of use, since the legislation 
that approved the need for the license of use 
only affects constructions after such date.

notes
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vII. EnvIronmEntal

vII.1. thE ConstItutIon
Portuguese Constitution establishes the 
Healthy Environment as a fundamental 
right, pursuant to its Article 66, composed of 
two distinct paragraphs.
The first paragraph not only grants the 
“right to a healthy and ecologically balanced 
environment” but also imposes the duty to 
defend it.
The second paragraph imposes upon the 
State specific environment protection duties 
through its own organizations, empowering 
popular based organizations to take legal 
action, by referring “the support of demo-
cratic initiative” as a particularly effective 
mean to defend this right.
Private individuals, and environmental as-
sociations for civil liability, may sue a trans-
gressor of this constitutional right.

vII.2. EnvIronmEntal lICEnsE
Decree-Law 173/2008 of August 26, 2008 
following Directive 2008/1/CE, of January 
15, codifies and updates the regime for the 
Single Environmental License (“SEL”), in 
order to assure integrated pollution preven-
tion and control.
The said Decree-Law provides for a vast ar-
ray of matters and applies to many differ-
ent industrial activities, as described in its 
annexes (including all the waste producing 
activities, e.g., among others, energy pro-
duction, metal or mineral deposits, chemi-
cal and waste management industries), es-
tablishing different measures to prevent or 
reduce polluting emissions towards the air, 
water and soil resulting from those activi-
ties. 
As a general rule, all waste becomes re-
sponsibility of its producer and all indus-
trial establishments must obtain the SEL for 
their facilities in order to operate.
With the new legal regime for environ-
mental licensing, approved by Decree-Law 
173/2008, the environmental license is now 
a prerequisite for facilities to commence op-
erating and not, as had previously been the 
case, a prerequisite for their construction.
The SEL conforms to the specific authoriza-
tion and the licensing regime of each activ-
ity, as it does not overlap the licensing re-
gimes for the activities, but concentrates 
the process, articulating each applicable 
regime by creating the licensing coordina-

tor figure, who is responsible for coordinat-
ing the licensing process and authorising 
the activities described in Appendix I to the 
mentioned Decree-Law, as well as issuing 
the necessary authorisations or licenses for 
commencing, changing or operating these 
activities.
This coordinator entity is determined ac-
cording to (i) the economic classification of 
the planned industrial activity, (ii) the clas-
sification of the facility and (iii) its territo-
rial location, as prescribed in Annex III to 
Decree-Law 209/2008, of 29 October, 2008.
The Portuguese Environment Agency 
(“APA”) acts as a supervisor for the licens-
ing activity.
The SEL regime also establishes financial 
sanctions (e.g., fines) for individuals and 
companies, for the installation, modifica-
tion or operation of an industrial establish-
ment without previous licensing or that are 
in breach of the license granted. Fines may 
range from EUR 500,00 to EUR 37.500,00 
when infringements are committed by indi-
viduals, and from EUR 9.000,00 up to EUR 
2.500.000,00 when the violation is perpe-
trated by a company. The exact amounts are 
established in accordance with (i) the seri-
ousness of the act, (ii) the level of guilt, and 
(iii) the awareness of the agent to the fact.
Recurrence on the some typical fact gener-
ally results in higher penalties.

vII.3. EnvIronmEntal ImpaCt
assEssmEnt
Decree-Law 69/2000, of May 3, 2000, as 
amended, sets forth the regime for projects 
that require environmental impact assess-
ment (“EIA”). This regime lists cases of total 
or partial exemptions from the EIA require-
ment, but also admits the need for an EIA on 
projects which can have a significant impact 
on the environment.
The documentation required for an EIA 
should be submitted with the entity respon-
sible for licensing or authorising the pro-
ject (the Coordinating Entity in the case of 
industrial facilities), which will forward it to 
the EIA Authority. EIA involves an obligatory 
stage of public consultation promoted by 
the EIA Authority: the APA or the Regional 
Coordination and Development Committees 
(“CCDR”).
The EIA procedure involves the following 
stages and deadlines: 

•	Definition of scope – optional stage; 

•	Environmental Impact Study (EIS);
•	Non-technical Summary (basic item 

of the EIA) which must be presented in 
hard copy (paper) and in digital support; 

•	Technical appraisal of the EIA; and
•	Decision.

The environmental decision on the feasibil-
ity of the project is issued by the minister 
responsible for the environment and is bind-
ing. Such decision can: (i) not approved; (ii) 
conditionally approved or (iii) approved.
The maximum periods for the decision are: 

•	140 days (including public consulta-
tions) for projects listed in Annex I of 
Decree-Law no. 69/2000;

•	120 days (including public consulta-
tions) for projects listed in Annex II of 
Decree-Law no. 69/2000;

•	120 days (including public consulta-
tions) for projects subject to industrial 
licensing, whether or not they are in-
cluded in Annexes I or II of Decree-Law 
no.69/2000

•	For projects recognised by a Joint Min-
isterial Order of the Ministries for the 
economy and environment as structur-
ally important to the Portuguese econ-
omy, this period can be reduced to 80 
days.

A project is deemed as approved if a decision 
has not been communicated by the respon-
sible entity for its licensing or authorisation 
once these periods have elapsed (counting 
from the day the documentation was re-
ceived by the EIA Authority). 
An extra 45 to 55 days can be added to these 
periods if the applicant proposes or requests 
the definition of the scope of the EIS. 

notes
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vIII. lICEnsIng

vIII.1. lEgal framEwork
Decree-Law 209/2008, of October 29, 2008, 
revoked the previous regulation in force ap-
proved by Decree-Law of April 10, 2003, by 
establishing the scheme for engaging in an 
industrial activity (“Regime Especial das Ac-
tividades Económicas - REAI”), with the aim 
of (i) preventing risks and inconveniences 
resulting from the operation of industrial 
facilities, (ii) safeguarding public health, the 
health of workers, the safety of people and 
property, (iii) assuring environmental qual-
ity and (iv) setting the appropriate site plan-
ning, in a framework of sustainable develop-
ment and corporate social responsibility. 
Licensing an activity involves two stages, 
one dedicated to the licensing of the activity 
itself (committed to the central and/or lo-
cal government depending on the activity), 
and the other to the licensing of the works 
needed for its installation (facilities), matter 
under the municipality competence.
So, it is important to define which entity is 
responsible for the industrial licensing pro-
cedure.
It is instituted that for every project there 
must be a Coordinating Entity. This entity is 
the only body liaising with the entrepreneur 
in all necessary contacts to ensure the cor-
rect preparation and appraisal of the licens-
ing, pre-declaration or registration appli-
cation, being also responsible for steering, 
monitoring and promoting the administra-
tive procedures. The Coordinating Entity ap-
points the process manager, and ensures 
that there is a sole procedure for all indus-
trial facilities having the same location and 
belonging to the same industrial premises.
This is very important as there is a vast ar-
ray of public and certified entities that may 
have a significant intervention on licensing 
procedures.
For example, the Coordinating Entity for the 
licensing process of an industrial facility in a 
Business Location Area (“ALE”) is its man-
agement company. In the case of a Type 3 in-
dustrial facility, the coordinating body would 
be the Municipal council in the area where 
the unit is to be located. For economic activi-
ties with a higher potential risk – i.e., Type 
1 and Type 2 industrial facilities, the coor-
dinating body would be a service of central 
government.
Regional Directorates of Economy (“RDEs”) 

are the main channels of the Ministry of the 
Economy and Innovation to receive and for-
ward licensing applications related to:

•	industrial establishment projects and 
the licensing of industrial facilities, in-
cluding re-openings and changes of lo-
cation;

•	quarries and stone workings; 
•	storage of inflammable liquids and gas-

es; 
•	petrol stations; 
•	electrical installations for public or pri-

vate use; 
•	natural gas distribution networks; 
•	pressurized containers; 
•	tankers for the transport of hazardous 

substances.
The Directorate-General for Energy and Ge-
ology (“DGEG”) – “Direcção-Geral de Energia 
e Geologia” - is responsible for licensing the: 

•	electrical energy: connections to the 
special regime, cogeneration and re-
newable energies generation grid; 

•	terminals and storage installations for 
crude oil, its derivatives and waste prod-
ucts; 

•	the underground storage of inflamma-
ble gases in natural salt formations and 
the construction, operation and mainte-
nance of pipelines for the transport of 
combustible gases.

Other public entities may also, in addition to 
the Coordinating Entity, provide opinion to 
this procedure, always under the coordina-
tion of the latter.
Accredited entities may also intervene in 
specific subjects, specially ruled.
Pursuant to the REAI, the entrepreneur 
must respect the following principles:

•	adopt the best available eco-efficiency 
techniques and rules; 

•	rationally use of energy; 
•	consider general prevention principles 

in the management of occupational 
health and safety; 

•	take measures to prevent the risk of ac-
cidents and limit their impact; 

•	implement environmental manage-
ment, food safety and occupational 
health and safety systems that are ap-
propriate to the type of activity; 

•	protect public health through the pro-

motion of prophylactic and health vigi-
lance measures; 

•	implement measures concerning safety 
and pollution risks.

The entrepreneur must display an organised 
and up-to-date procedure on site, as well as 
all documentation relating with changes to 
the industrial facility, which should be made 
available to the Coordinating Entity of the 
licensing procedure and to the entities with 
inspection capacities, whenever requested. 
Furthermore, Types 1 or 2 facilities must 
subscribe civil liability insurance covering 
the risks of the facility and the industrial ac-
tivity. Proof of this insurance must be provid-
ed to the Coordinating Entity within 30 days 
of operational start-up. 

vIII.2. IndustrIal aCtIvIty faCIlItIEs 
Both the facility and the operation are sub-
ject to the following procedures: 

•	Prior authorisation for Type 1 industrial 
facilities;

•	Pre-declaration for Type 2 industrial fa-
cilities;

•	Registration for Type 3 industrial facili-
ties. 

The entry into force of the abovementioned 
Decree-Law 209/2008, meant that Types 
2 and 3 facilities no longer require inspec-
tion prior to use, except those using unpro-
cessed raw materials of animal origin. The 
prior inspection is still required in Type 1 fa-
cilities, but the applicant may have accred-
ited entities carrying out this administrative 
intervention in order to prevent delays.
The general principle of tacit approval is es-
tablished where the authority does not com-
ply with time limits. In such cases the pro-
cess manager is obliged to issue and provide 
the applicant with a certificate expressly 
mentioning such form of approval. 
Tacit approval does not occur in cases of 
compulsory rejection, even if the Coordinat-
ing Entity does not decide within the time 
limit. In those cases, the sum paid by the 
applicant for the procedure is compulsorily 
returned. 
The legal scheme also establishes a sup-
porting data system which allows the en-
trepreneur to simulate the applicable pro-
cedure to his/its particular case, as well as 
monitor the progress of the respective ap-
plication. 
The integration with other legal schemes 

is also strengthened, particularly the legal 
scheme for urban development and build-
ing in order to prevent the duplication of 
procedures whenever the operation of the 
industrial facility encompasses the perfor-
mance of an urban operation requiring prior 
approval (e.g., in relation to Type 1 industrial 
premises, the performance of a single in-
spection is envisaged, which includes the in-
spection required under the urban regime). 
This liaison also aims to prevent contradic-
tory decisions.
As previously mentioned, the procedure for 
the installation and operation of industrial 
premises depends on the type of industry.
Currently, the following types of industrial 
facilities are defined according to the poten-
tial risk to people and the environment in-
herent in their installation:

•	Type 1: facilities of the highest risk and 
include units that are governed by at 
least one of the following legal schemes:
a) environmental impact assessment;
b)  integrated pollution prevention and 

control;
c)  prevention of serious accidents in-

volving hazardous substances;
d) management of hazardous waste.

•	Type 2: facilities of lower environmental 
risk and medium size and encompass 
those not included under Type 1 that are 
under at least one of the following cir-
cumstances: 
a)  a contracted electrical capacity high-

er than 40 kVA;
b)  a thermal capacity higher than 8.106 

kJ/h;
c) employing more than 15 workers. 

•	Type 3: facilities with 15 workers or 
lesser and that have limited contracted 
electrical and thermal capacity, which 
are not encompassed under Types 1 or 
2, as well as similar production facilities 
and local production operators provided 
for in sections 2 and 3 of Annex I to De-
cree-Law 209/2008.

A scheme of preliminary authorisation ap-
plies to Type 1 facilities, which culminates 
with the award of an installation and operat-
ing licence for the industrial facility. 
Type 1 industrial facilities can only start op-
erating after the applicant possesses a valid 
licence for industrial activity. 
Type 2 facilities are subject to pre-declaration. 
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The procedure initiates with the submission 
of the pre-declaration form to the Coordi-
nating Entity, together with the necessary 
documentation. 
The applicant can commence operations in 
the same conditions as for Type 1 facilities.
Type 3 facilities only require a compliance 
statement by the operator along with the 
necessary registration requirements with 
the Coordinating Entity. 
The applicant can commence operations as 
soon as he is served notice of registration.
It is also important to have a general idea on 
the average time an industrial license pro-
cedure may take. This depends of course on 
the type of activity to be licensed. 
Nonetheless, the core trait of the legal 
scheme is the strengthening of the mecha-
nisms leading to the compliance with the 
time limits established therein. Hence, the 
application is only accepted whenever fully 
completed. On the other hand, additional 
information can only be requested from ap-
plicants within a specified time frame, only 
once and by a single intervening party - the 
Coordinating Entity. 
Another important feature of the legal re-
gime is the strengthening of integration with 
other legal schemes, particularly the legal 
scheme for urban development and building 
in order to prevent the duplication of proce-
dures and thus reducing timeframes. 

vIII.3. CommErCIal lICEnsIng 
Regardless of the licensing scheme to com-
ply with, prior to the starting up of any com-
mercial activity, the Municipality should be 
consulted to ascertain whether the planned 
activity is subject to any special licensing 
procedure.
Thus, in case the commercial establishment 
needs a particular license for operating, 
the Municipality is the entity responsible for 
monitoring this process.
Municipal authorities generally have sole 
jurisdiction on licensing commercial es-
tablishments. Commercial licensing is gov-
erned by the legal regime for construction in 
urban sites, as set out in Decree-Law 555/99 
of December 16,1999, as amended.
There is a special regime for commercial es-
tablishments and warehouses handling food 
products as well as other non-food com-
mercial establishments and service pro-
viders whose operations involve health and 
safety risks. These regulations are set out in 

Decree-Law 259/2007, of July 17, 2007.
In this case the procedures for installing and 
modifying premises are subject to a prior 
declaration regime, as described in above 
mentioned Decree-Law. 
Also, the installation and operation of these 
establishments must comply with the the 
requirements set forth in specific laws, de-
pending on the products traded. 
As a general rule, owners are required to 
obtain authorisation from the Municipality 
or Trade Associations with regard to open-
ing hours, and they must inform the “CRSS 
- Centro Regional da Segurança Social” (Re-
gional Centre for Social Security) of any 
workers hired before they start working.
The application for registration of commer-
cial establishments must be submitted with 
the “DGAE – Direcção-Geral das Actividades 
Económicas” (Directorate-General for Eco-
nomic Activities) or the nearest “DRE – Di-
recção Regional do Ministério da Economia e 
da Inovação” (regional office of the Ministry 
of the Economy and Innovation) or with the 
relevant Trade Association.

vIII.4. ZEro lICEnsIng 
Recently, Decree-Law 48/2011, of April 1, 
2011, within the scope of Simplex Program 
and aiming to improve the responsiveness of 
Public Administration in meeting the needs 
of citizens, with lower costs and promoting 
safety and speed of business, revolutionized 
the licensing procedure for certain business 
premises, by creating the Zero Licensing 
(“Licenciamento Zero”) figure.
Licenciamento Zero is therefore intended to 
reduce administrative costs and eliminate 
licenses, permits, inspections and a priori 
constraints for specific activities, replacing 
them with systematic actions of surveillance 
and accountability mechanisms a posteriori 
on the economic agents.
The simplification begins with the creation 
of a simplified procedure for the installa-
tion and modification of food and beverage 
establishments, trading goods, services and 
storage.
As a result, previous administrative permis-
sion is now completely replaced for a mere 
prior notification served to the “balcão único 
electrónico” (e-administrative spot), also 
called “balcão do empreendedor” (entrepre-
neur spot) accessible through the website 
www.portaldaempresa.pt.
As mentioned, certain licensing procedures 

are simplified or eliminated, such as:
•	private use of the municipal public do-

main for certain purposes, such as in-
stalling an awning, an exhibitor or other 
support information, the placement of a 
planter or a waste container;

•	map of office hours and its amend-
ments;

•	registration and posting of commercial 
advertisements, subject to the rules of 
public space occupation.

Furthermore, the said Decree-Law elimi-
nates the licensing procedure for certain 
economic activities, according to which a 
system of prior control is no longer appli-
cable, such as the sale of tickets for public 
shows in commercial establishments and 
the performance of auctions in public places.

The installation of an establishment in-
cluded in the list annexed to Decree-Law 
48/2011 is now only subject to a prior noti-
fication addressed to the Mayor and to the 
General Director of Economic Activities. 
With this prior notice and payment of the 
fees due, the owner is allowed to immedi-
ately open and operate the establishment, 
exploit the warehouse or begin its activity, 
as applicable. 
Also, the modification of an establishment 
due to the change of the activity/service is 
only subject to a prior notice submitted with 
the “balcão do empreendedor”.
Finally, closure of business must be report-
ed in the following 60 days.

notes
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Ix. dIsputE rEsolutIon

Ix.1. JudICIal systEm
Portuguese judicial system is based on 
Courts which are divided in two jurisdic-
tions: (i) administrative and (ii) civil.
Within these jurisdictions courts are sepa-
rated by areas of competence depending on 
the subject to be appraised (“competência 
material”). 
Thus, and within the Civil Jurisdiction, civ-
il matters are submitted to Civil Courts, 
criminal matters and matters related with 
traffic penalties are submitted to Criminal 
Courts, divorces, parental ruling and other 
family questions are submitted to Family 
Courts, specific company’s matters such as 
insolvency, nullity of corporate resolutions, 
winding up of companies are submitted to 
Commercial Courts (or to civil courts in case 
there is no commercial court in the place 
where the case must be brought), etc.
On the other hand and within the Adminis-
trative Jurisdiction, tax matters are submit-
ted to Tax Courts and administrative matters 
are submitted to Administrative Courts.
Apart from these, there are two special 
Courts that have as main competences su-
pervising the public authorities’ activities or 
the correct application of the Constitution – 
the Constitutional Court and the Audit Court.
The Judicial System is divided into three de-
grees: 

•	County Court - cases are bring to justice 
for the first time; 

•	Appeal Court (“Tribunal da Relação” in 
the Civil Jurisdiction and “Tribunal Cen-
tral Administrativo” in the Administrative 
Jurisdiction) - parties appeal against 
the decisions of the County Courts; 

•	Supreme Court of Justice (Civil Juris-
diction) and Supreme Administrative 
Court (Administrative Jurisdiction) - 
highest level of appeal (apart from the 
exceptional case of appeal to the Consti-
tutional Court when the dispute involves 
constitutional matters).

As far as Civil Jurisdiction is concerned, par-
ties may resort to the Appeal Court if they 
have a decision against and also depending 
on the value of the case/claim. Appeal to the 
Supreme Court of Justice is only allowed if 
the Appeal Court’s decision is contradictory 
to the County Court decision; otherwise, if 
the decision is sustained, parties are pre-

vented from a second appeal to the Supreme 
Court of Justice (Double Conformity Princi-
ple - “Princípio da Dupla Conforme”).
At County Courts level the value of the case 
is a key factor since the type of procedure, 
timing and judicial processing may vary ac-
cording to it. Moreover, the possibility to ap-
peal depends also on the value of the case. 
Judicial Procedures can be divided into (i) 
ordinary (a case up to EUR 30.000,00), (ii) 
summary (a case up to EUR 5.000,00) and 
(iii) minor summary (for other minor cases). 
Depending on the type of proceeding, a case 
can take between 12 to 24 months to be 
decided. However, there are other factors 
to take into account such as (i) number of 
judicial officers and judges working at the 
court where the case is being judged, (ii) e 
number of cases distributed to each judge, 
(iii) attendance of other people such as in-
terpreters, experts, witnesses from abroad, 
(iv) possible agreements prior the trial, etc.. 
In addition, if the judgement is appealed 
against, the case will surely take longer, 
since the period of time of a decision in the 
Appeal Court takes between 6 to 12 months 
(and in the Supreme Court of Justice 6 
months on average).
In what concerns judicial costs, there has 
been a deep reform on the respective legal 
regime, by increasing the costs and impos-
ing the full payment in advance. The aim is 
to avoid an “overbooking” of cases in court, 
many of them without any grounds, and also 
to encourage citizens to resort to alternative 
ways of conflict resolution regarding certain 
matters by creating other type of institutions 
(similar to courts), such as the “Julgados de 
Paz” - cases connected with jointly owned 
property matters, house renting -, the Me-
diation Services - family or labour matters 
- or the typical Arbitration Courts.
The party that wins the case is entitled to be 
compensated by the defeated party for the 
costs incurred, including, if required and 
within very restricted caps, for lawyer’s fees 
and other expenses related with the case. 
If the judgment only partially awards what 
has been requested, the court costs are 
shared according to the degree of success 
obtained by each party.

Ix.2. spECIfIC proCEdurEs

2.1. thE spECIal dEClaratIvE
proCEdurE and thE InJunCtIon 
proCEdurE
This procedure came into force with Decree-
Law 269/98, September 1, 1998 and is in-
tended to remove some type of collection 
proceedings (transaction with consumers 
or other civil matters – for cases up to EUR 
15.000,00 -, transaction between compa-
nies – no limit value) from judicial courts, 
by establishing a simpler and faster way of 
obtaining an enforcement title (“título execu-
tivo”). 
In fact, if the debtor/defendant does not re-
ply to the procedure (application), the credi-
tor/applicant is automatically awarded with 
an enforcement title and thus being able to 
begin an enforcement procedure against the 
debtor. However, if the debtor/defendant re-
plies, the procedure will convert into a com-
mon judicial claim action with all the regular 
proceedings and timings.

2.2. thE rECognItIon and EnforCE-
mEnt of forEIgn dECIsIons
Portugal has a long tradition of recognizing 
and enforcing foreign court decisions, hav-
ing signed the Brussels Convention of 1968, 
the Lugano Convention of September 16, 
1988 (relating to judicial competence and 
the execution of decisions in civil and com-
mercial matters, now partially replaced by 
European Council Regulation 44/2001 of 
December 22, 2001) and the San Sebastian 
Convention of May 26, 1989. Also, in 1994, 
Portugal adhered to the New york Conven-
tion on the recognition and enforcement of 
foreign and international arbitral awards.
In cases where foreign judgments and ar-
bitration awards are not covered by any in-
ternational convention or treaty their rec-
ognition and enforcement in Portugal is still 
possible, as long as they met certain legal 
requirements and have been submitted to a 
Portuguese Court for review and confirma-
tion. The requirements of the foreign deci-
sion to be confirmed may be summarized as 
follows:

•	authenticity and propriety: there must be 
no doubt of the authenticity of the docu-
ment in which the foreign judgment is 
contained, nor of the propriety of the de-
cision;

•	final judgment: the judgment must be 
definitive and final under the law of the 
country in which it was issued. It must 
not be subject to appeal;
•	proper jurisdiction: the decision must 

have been issued by a court having ju-
risdiction in accordance with the rules 
for resolving conflicts of jurisdiction un-
der Portuguese Law;

•	absence of “Lis pendens” and “res judí-
cata “: a judgment cannot be confirmed 
if the same action is pending before, or 
has already been judged by, a Portu-
guese court, unless the foreign court 
was the one where the case was first 
presented;

•	service of process: the defendant must 
have been duly served of process, un-
less Portuguese law would exempt the 
service of process in the same situation. 

•	public policy: the foreign judgment 
must not contain any decisions that are 
against the principles of Portuguese in-
ternational public policy;

•	domestic private law: if issued against 
a Portuguese national, the foreign judg-
ment will not be confirmed, when the 
situation should have been resolved in 
accordance with Portuguese law, this 
being the governing law of the dispute 
according to the Portuguese rules of the 
conflict of laws, and according to which 
the Portuguese party which loses would 
have obtained a more favourable deci-
sion.

The request for confirmation can be denied 
on the grounds of a lack of one or more of 
the above-mentioned requirements. How-
ever, it is also possible to attack the foreign 
judgment by the appeal procedure known as 
“revisão”. This procedure may be invoked on 
the basis of the following:

•	when it is proved, through a definitive 
criminal court decision, that the foreign 
judgment to be confirmed was issued as 
a result of bribery, prevarication or cor-
ruption of the judge;

•	when a new document that was unavail-
able to the party in the proceedings in 
which the foreign judgment was issued 
is presented. This applies if the docu-
ment would be sufficient to modify the 
decision, thereby rendering it more fa-
vourable to the party that lost;
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•	when the decision to be confirmed is in 
conflict with an earlier one which makes 
the matter “res judicata” between the 
parties.

Ix.3. altErnatIvE ways of ConflICt 
rEsolutIon
Institutional, or ad hoc, arbitration is gaining 
growing acceptance as an alternative way of 
solving disputes, especially in commercial 
matters, mainly because of its flexibility and 
celerity which is vital in a business scenario. 
There are several Arbitration Centres estab-
lished in Portugal, with their own ruling, be-
ing the longest established and most repu-
table one the Commercial Arbitration Centre 
of the Portuguese Chambers of Commerce, 
in connection to the International Chambers 
of Commerce (“ICC”). Nevertheless, recent-
ly there have been other institutions trying 
to establish organized Arbitration Centres, 
such as the Catholic University of Lisbon 
(“Universidade Católica de Lisboa”) and the 
Portuguese Business Association (“Asso-
ciação Empresarial de Portugal”).
Ad hoc arbitration is often conducted accord-
ing to the Portuguese Civil Procedure Code 
and the Arbitration Ruling (Law 31/86, 29 
August 1986, as amended) adapted to make 
the procedure lighter, as well as faster. 
Also, in the field of insolvency, the Portu-
guese Out-of-Court Conciliatory Proceed-
ings (“Procedimento Extrajudicial de Con-
ciliação”) approved by Decree-Law 316/98, 
October 20, 1998, as amended, set forth a 
procedure whose main purpose is to seek 
for a satisfactory agreement between the 
insolvent company and its creditors in order 
to restructure the company. This procedure 
is mediated by the Portuguese Institute for 
Investment and Support of Small and Me-
dium-Sized Companies (“IAPMEI”) and is 
aimed to be more expedited than regular ju-
dicial insolvency proceedings since the pro-
cedure should be completed in a 6 months 
period.
Costs vary depending on whether the pro-
cedure is going to be conducted by an insti-
tutional centre or by an ad hoc arbitration. 
Institutional centres have their own fixed 
fees unlike ad hoc arbitration whose costs 
depend on the arbitrator fees.
Common arbitration can take up to 12 
months, being that parties may decide prior 
to the commencement of procedure if an ap-
peal of the decision will be permitted.

notes



X. 
mIscellaneous
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x.1. ConsumEr’s protECtIon
Technological and scientific development, 
along with massive production of goods, 
market complexity, distance between pro-
ducer and consumer, constant consump-
tion, aggressive sales methods, misleading 
publicity and, more recently, the changes 
introduced by globalisation and the Inter-
net revolution have introduced major trans-
formations in western countries since the 
1960s, which led to the appearance of a new 
phenomenon referred to as the “consumer 
society”. This new phenomenon simultane-
ously led to a greater need to protect con-
sumers and gave rise to consumer lobbying 
associations and social initiatives.
The Portuguese Constitution attributes to 
the State the primary task of “protecting the 
consumer namely through supporting the 
creation of consumer cooperatives and as-
sociations, and forbid misleading advertising.
In fact it is the Constitution that primar-
ily defines the main pillars upon which the 
normative structure of consumer protection 
is based. Nevertheless, due to Portugal’s 
adhesion to the EEC, legislative initiatives 
in this area of consumer protection are in-
creasingly inspired by EU Law.
Consumer protection is therefore a task of 
the Portuguese State, which is safeguarded 
either through the legislation enacted by 
Parliament and the Government, or through 
the competent EU institutions.
Consumer protection legal regime is es-
tablished by Law 24/96, of July 31, 1996, as 
amended, usually called Consumer Protec-
tion Law (“Lei de Defesa do Consumidor”). 
According to this Law, consumer is any indi-
vidual to whom goods are supplied, services 
are rendered or any rights are transmitted, 
for private use (non professional) by some-
one who pursues professionally an econom-
ic activity with profit-making purposes.
In general terms, Consumer Protection Law 
implements in practice the constitutional 
incumbencies assumed by the Portuguese 
State and Public Administration concern-
ing consumer protection. It establishes the 
right to the quality of goods and services, 
the right to health protection and physical 
security and the corresponding obligation 
of control by the Public authorities in order 
to detect and eradicate from circulation the 
goods and services that can affect that qual-
ity. It also establishes a set of information 
rights to be provided to consumer as well as 

it improves rights enforcement by empow-
ering consumers’ representative associa-
tions with the right to act before justice.

x.2. tErmInatIon of busInEss

2.1. tErmInatIon
The basic legal regulation concerning the 
termination of agreements is codified in the 
Portuguese Civil Code (“Código Civil”). Por-
tuguese contract law envisages a variety of 
ways to terminate a contract. The contract 
may be terminated upon the will of one of 
the parties which usually results from a 
breach of the contract (“resolução”), but in 
very specific cases the alteration of circum-
stances in which the parties had based their 
will to contract, may also allow termination.
This type of termination, in most cases, cre-
ates obligations only between the parties 
bound by the contract, which have to re-
instate the situation that would exist if the 
contract had not been concluded.
As a general rule, the dissolution is effective 
with a simple manifestation of intention to 
the other contractual party, but it might also 
depend on a judicial decision, when certain 
types of contracts are at stake.
Most frequently, the dissolution requires the 
plaintiff to provide justification for the dis-
solution.
Contracts may also be terminated based on 
the objective impossibility of fulfilment (“im-
possibilidade de cumprimento”). Whenever 
the impossibility is subjective (the party can-
not fulfil its obligation), the rule is reversed, 
as, in principle, it does not give the right to 
terminate the contract.
If the party is culpable regarding the above-
mentioned impossibility of fulfilment, the 
other party will be entitled to compensation.
Another means to terminate a business is 
by revocation, which generally is a volun-
tary destruction of the contract based on the 
agreement of both parties (“revogação”).
There are two forms of revocation, namely:

•	unilateral revocation, when termination 
of the contract is the intention of only 
one of the parties and provided that al-
lowed under the applicable law;

•	bilateral revocation, when both parties 
agree on the revocation.

In most cases the revocation is discretion-
ary, and the parties do not need to put for-
ward any reason to terminate the contract.

The final way to terminate a business estab-
lished by Portuguese Law relates to renew-
able contracts or those celebrated for an 
undetermined period of time.
One of the parties must demonstrate that 
the continuation or renewal of the contract 
is not desirable, following a notice period 
(“denúncia”).
The termination notice to the other party is, 
as a general rule, discretionary, and once it 
is effective the obligations of the parties are 
dissolved.
Based on these forms of termination of a 
contract, and depending on the effects of the 
cessation, we can anticipate different conse-
quences and costs involved:

•	if the termination is retroactive, then 
the parties need to reinstate the situa-
tion that would exist if the contract had 
not been celebrated, which means that 
they have to return everything they have 
received during the time the agreement 
was effective (if and when this is possi-
ble);

•	on the other hand, if termination is ef-
fective only for the future, then this 
means that from the moment it is effec-
tive, the obligations of the parties cre-
ated by the agreement no longer exist;

•	costs can be substantially increased due 
to compensation for damages.

As far as time is concerned, there are many 
aspects that may influence the length of 
time it will take to terminate a business con-
tract, namely the notice periods established 
by law in order for the notification to be ef-
fective or the need for Court intervention (in 
this case, it might take months or years).
As a general rule, if an agreement is entered 
into between two private parties, it can be 
terminated without government approval or 
intervention (exceptions include leasing for 
residential purposes and a few others).

2.2. InsolvEnCy
The basic legislation regarding insolvency 
and bankruptcy is codified in the Portuguese 
Insolvency Code (“Código da Insolvência e da 
Recuperação de Empresas”, also known as 
“CIRE”), approved by Decree-Law 53/2004, 
of March 18, 2004. However, the ancient 
regime, foreseen in Decree-Law 132/93, 
of April 23, 1993, is still in force regarding 
procedures that have started prior to CIRE 
become in force.

The approval and publication of CIRE was 
meant to simplify and to fasten the insolvent 
process in comparison to the previous one. 
Once the status of insolvency is declared by 
the court, the process can lead whether to 
liquidation of the company or to the appli-
cation of reorganization and recuperation 
measures, depending on several factors, 
amongst others the financial viability of the 
insolvent company and the express consent 
of the creditors. 
In case of liquidation and following Court’s 
declaration of insolvency, the assets of the 
insolvent company (“massa insolvente”) are 
sold in order to pay all existing debts. To 
carry out this sale, an administrator of in-
solvency (“Administrador de Insolvência”), 
usually a third person is appointed by the 
Court to administrate company’s assets. In 
certain circumstances the insolvent com-
pany can be allowed to keep its managing 
board, under supervision of the appointed 
administrator of insolvency.
Depending on the causes that have led to the 
insolvency, the managers or directors can 
be held liable for the situation of the compa-
ny. In case the Court founds managers and 
directors to have cause material damages to 
the company they can be subject to several 
penalties (e.g. inability to carry out commer-
cial activities within a determined period of 
time and the loss of any credit towards the 
company). 
In addition, the Portuguese Criminal Code 
establishes criminal proceedings against 
the managers and directors of a company 
who consciously or negligently performed 
acts that led to the insolvency of the com-
pany. If they have acted with the intent to 
damage/cause detriment to the creditors 
and the insolvency situation is judicially rec-
ognized as such they can be sentenced to up 
to five years in prison or to the payment of a 
fine. If they acted with gross negligence the 
sentence may be up to one year of imprison-
ment or payment of a fine.




