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Portugal’s State Budget for 2014
Portugal’s State Budget for 2014 entered into force on the past
January 1st, 2014.
Please find below the main changes included in the tax
legislation.
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1.1. Exclusion from the taxable base
From 2014 on, the PIT Code expressly establishes that the amounts
spent by the employers on health insurances benefitting employees or
the employees’ household are not subject to taxation, provided such
health insurances are granted based on a general criterion.

1.2. Inclusion on the taxable base
As from this year, income resulting from the extinction or surrender of
shares of companies merged, split or acquired within the scope of
mergers, splits or shareforshare exchange operations will be
considered as capital gains.

1.3. Tax rates and surcharges
The income tax rates and tax deductions, as well as the income
brackets and tax benefits remain unaltered for 2014, what includes the
additional solidarity rate and the surcharge.

MCA recently opened
rep office in Houston

The additional solidarity rate is progressive, at a 2.5% rate for
collectible income between € 80,000 and € 250,000 and at a 5% rate
for income superior to € 250,000.
The 3.5% surcharge created on 2013 shall also be applicable to
income obtained in 2014, which exceeds the annual amount of the
minimum wage (€ 6,970 per taxpayer).

2. VAT

MCA is pleased to
announce the open of a
liaison office in Houston
to provide assistance to
MCA´s US and Canada
based clients, and to
assist new clients and
prospective investors in
planning their operations
in the jurisdictions
covered by MCA network.

2.1. Recovery of VAT on debts

Please contact us for
further information.

• Debts which payment is being demanded through a enforcement
procedure, an insolvency or special recovery procedure or, still, within
the SIREVE system (Companies’ Recovery Program Outside of the
Judicial System).

vmc@legalmca.com

For the types of debts outlined below, the VAT deduction may be
performed by the taxpayer within 2 years counted from the first day of
the year following the one in which the right to the deduction began:
• Debts up to € 750, VAT included, outstanding for more than 6
months after becoming due and the debtor is not considered a VAT
taxpayer or, being a VAT taxpayer, only performs exempt operations
which do not grant him/her the right to deduct VAT.

3. REGIME OF GOODS IN CIRCULATION
(”RGC”)
PORTUGAL

The RGC) establishes the conditions and formalities which should be
met for the transportation of goods.
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The main amendments performed by the State Budget for 2014 are the
following:
• From now on, it is possible to issue global transport documents for
situations whereas the goods to be delivered in each destination are
not known at the moment of departure from the origin point. This
possibility already existed for situations where the recipients of the
goods are not known before the beginning of transport.
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• Moreover, from now on, such global transport document may consist
on a simplified invoice.
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• It will be mandatory, from January 1st, to issue an additional
transport document in the event of changes to the recipient or
purchaser of goods. Currently, this obligation only exists for changes
on the final destination of the goods.
• In case the transport document is an invoice for purposes of the VAT
Code, it ceases to be mandatory to reference therein the fact that the
recipient or purchaser of the goods is not considered a VAT taxpayer.

T 258 846 238 293

(in association)

• It is now expressly foreseen that transport documents may be
processed, in addition to the sender of the goods, by others on his
name and on his behalf, through prior arrangement between them, and
by other taxable persons or entities that will render services connected
with such goods.
• The penalty for omissions or inaccuracies in transport documents
are, from now on, applicable only to the sender of the goods or third
parties that issued the documents on the sender’s name and on his
behalf, being no longer applicable to the carrier of the goods.
• The carrier of the goods will be responsible for any infractions arising
from the change of the final destination of the goods, occurred during
transport.

• In case the supervisory entities identify offenses during the
circulation of goods, they can no longer seize the goods in circulation
and/or the carrying vehicle. Seizure of the goods and/or the vehicle will
only be possible temporarily and in case the mentioned entities
identify a criminal offence during the circulation of the goods.

4. STAMP TAX
4.1. Tax exemptions
The exemption of Stamp Tax for loans intended to cover the shortage
of cash, granted by a parent company to one of its subsidiaries, was
extended to include subsidiaries in which the parent company holds, at
least, 10% of the respective share capital with the right to vote or
which acquisition cost is not inferior to € 5,000,000 according to the
last approved balance sheet. The exemption will also be applicable in
the opposite situation, whereas one subsidiaries meeting the described
criteria grants a loan to the parent company.
However, intragroup financial transactions will not benefit from Stamp
Tax exemption if one of the intervenient entities is resident in a
territory subject to a privileged tax regime.

4.2. Inclusion on the tax base
Land licensed for construction with a tax value equal or superior to €
1,000,000 is now expressly subject to a 1% tax rate.
____________________

5. TAX ON VEHICLES
This publication is intended for selected
distribution, among MC&A’s clients.
Therefore, it should not be perceived as a
means of publicity and its copy and/or

The deadline for recognized operators to hold taxable vehicles
suspended from tax is now three years, in opposition to the previously
authorized two years.

distribution is forbidden.
This publication contains general
information only and does not replace

6. TAX BENEFITS

adequate legal counsel.

6.1 Free Zone of Madeira
The application of the special tax benefits’ regime for companies
operating in the Free Zone of Madeira is extended, observed the
applicable conditions, to companies licensed therein until June 30th,
2014.
Likewise, income obtained by holding companies licensed to operate
therein until June 30th, 2014 may also benefit from this regime.
In both situations, the extension of this benefit is conditioned to
approval by the European Commission, which is still pending.

6.2 Tax benefits for corporate restructuring
Several amendments were made to this regime, the most relevant of
which include:
• Redefinition of what is considered a restructuring operation, which

now includes (i) the acquisition by a company of the whole or one or
more branches of activity of another company without assignment of
shares as consideration and without restrictions on the nature of the
activity carried on by companies; (ii) the split of a company (by
splitting branches of activity or by dissolution and division of its
assets) without triggering a subsequent merger.
• The conditions for obtaining the tax benefits of this regime were
reduced. It is no longer required that the companies involved in the
operation perform the same business or economical activities, are
integrated in the same chain of production and supply of products,
share marketing channels or production processes, or even that there
is an obvious similarity or complementarity between production
processes or distribution channels.
• It will be mandatory to notify the Competition Authority in the case of
concentration operations which fulfill the conditions foreseen in Law
no. 19/2012, dated 8 May 2012.
• Nonetheless, it is no longer required that the petitions presented by
the taxpayers are accompanied by an opinion on the substance of the
operation, from the supervising ministry of the area of the company’s
activity.
• The previously existing one year period to request the refund of
taxes, fees and other legal expenses incurred is reduced to 3 months.

6.3 Property Tax and Property Transfer Tax
• Transactions of real estate owned by open or closed investment
funds may benefit from a 50% reduction on Property Transfer Tax and
Property Tax.
• The acquisition and detention of real estate in areas of business
location (“areas de localização empresarial”) remains exempt from,
respectively, Property Transfer Tax and Property Tax until December
31st, 2014.

6.4 Benefits for the reinvestment of profits and reserves
A new tax benefits’ regime was created for investment made in small
and mediumsized companies, consisting on a deduction to the
Corporate Income Tax (“CIT”) assessment of an amount correspondent
to 10% of the profits withheld which are reinvested in eligible assets
within 2 years.
This deduction is limited to 25% of the total CIT assessment for the
tax year at stake.
The maximum amount of the withheld and reinvested profits per tax
year cannot exceed € 5,000,000. Profits computed in 2014 may be
reinvested in this tax year.
Eligible assets must be held and accounted for a minimum period of 5
years.
This benefit cannot be combined with other tax benefits of the same
nature for the same eligible investment expenditure.

6.5 System of tax incentives for business R&D (“SIFIDE II”)

This benefits’ system, which is foreseen for R&D expenses, has been
prolonged from 2015 up to 2020.
Several amendments were made to the regime including:
• Expenses incurred within the scope of projects performed
exclusively for other entities are not eligible, namely contracts and
rendering of R&D services.
• Expenses incurred with audits to R&D and the costs of registration
and maintenance of patents are eligible for entities which are not
considered micro, small or mediumsized companies.
• Expenses incurred with personnel which holds, at least, a doctorate
can be considered in 120% of its amount.
• The possibility to deduct expenses which could not be deducted in
prior tax years has been extended from 6 to 8 years.
• Expenses incurred with personnel for entities which are not
considered micro, small or mediumsized companies may now be fully
considered, whilst before it could only be considered in 90%.
• The 20% incremental rate for the hiring of personnel with doctorates
by R&D companies has been revoked.
• Companies benefitting from this regime are now subject to
mandatory technological audits, at the end of the projects, by an entity
to be appointed by the competent governmental area responsible for
the areas of economy and employment.

7. GENERAL TAX LAW
• From now on, the Tax Authorities are bound to review their generic
orientations in light of decisions issued by the superior courts.
• The criteria to define a country as having a privileged tax system are
now expressly foreseen in the law. It is also foreseen that the
countries at stake can request the review of their status as
such.countries at stake can request the review of their status as such.

8. GENERAL REGIME FOR TAX OFFENCES
• Remission of sanctions will only be possible for crimes with
imprisonment sanctions of 2 years or less, while, until now, it was
possible for crimes with imprisonment sanctions of up to 3 years.
• A given conduct will qualify as crime of fraud against the Social
Security if it corresponds to obtaining an illicit advantage superior to €
7,500 whilst, until now, such advantage could only amount to more
than € 3,500.
• A penalty variable between € 500 and € 22,500 may be levied in the
case of omission or delayed presentation of forms reporting certain
changes and/or the termination of groups subject to the Special Group
Taxation Regime.

9. FUTURE AMENDMENTS TO THE TAX LAW
9.1 Transposition of the Council Directive n. 2008/8/CE,
February 12th
• The Portuguese Government is authorized to amend the Value
Added Tax Code to incorporate the directive’s rules on what concerns
the location rule of telecom, radio, electronic and television services
rendered by persons or entities not considered taxpayers for VAT
purposes.
• The Government is authorized to create a tax on financial
transactions taking place in the secondary market, which will be
included in the Stamp Tax Code.
• Rates may go up to 0.1% for high frequency operations and 0.3% for
the operations generally subject to tax and transactions of derivatives.
• The Government is also authorized to review the tax regime
applicable to collective investment entities, with the purpose of
creating a neutral tax regime whereas taxation will only exist at the
level of the participants (instead of at the level of the vehicles
themselves).
• The Government is also authorized to legislate, within the CIT
regime, on what concerns interest due or payable by Portuguese
companies to financial institutions located in MemberStates from the
European Union or the European Economical Area.

10. EXCEPTIONAL MEASURES
• The incentive system for the acquisition of companies in a difficult
economical situation, ruled by DecreeLaw no. 14/98, dated January
28th 1998, had its scope enlarged to processes approved by the
Institute for Support of Small and MediumSized Companies and
Innovation (“IAPMEI”), within the Incentive System for Revitalization
and Modernization of Portuguese Companies (“SIRME”).
• The Government will prepare and present, during 2014, a proposal for
the taxation of expatriate workers, aiming to stimulate the
internationalization process of Portuguese companies.
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