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CMS

+ CMSisa law firm that builds long-term relationships based on trust and transparency.

*  With more than 70 offices in over 40 countries and more than 5,000+ lawyers
worldwide, CMS offers deep local market understanding with a global perspective.

* CMS provides, in a transversal and coordinated way, excellent sustainable solutions
with a future-facing approach, which enables us to anticipate different challenges.
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Portuguese NHR Tax Regime Update/ Clarification

* First thing:
It was not cancelled (yet)!

 What changed?
The 2024 State Budget Law foresees the cancellation of the NHR Tax Regime

« Action plan?
Register as Portuguese tax resident until the end of the year (or until end of 2024,
provided specific steps have been or will be taken until the end of 2023)
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Benefits of the NHR tax regime

Foreign-source income Portuguese-source income

Dividends and interest: 0% High added value activities — 20% (if not
exempt)

Real estate income: 0%
Other income — same regime as the one

applicable to Portuguese residents, I.e., liability
to progressive rates up to 48%, except
regarding certain types of income which are

Pension income: 10%

Salary income: 0% If effectively taxed in the liable to a special rate of 25% (rental income)
source country) and 28% (dividends, capital gains, interest)
High added value activities — 20% (if not

exempt)
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Other things to know

* |ncome from offshore listed jurisdictions is not eligible for the NHR regime (except
If there is a Double Tax Treaty with Portugal in place)

« Salary income exemption from foreign sources requires effective taxation in the
source country (whereas dividends, interest and real estate income only requires
the source country to have the right to tax it)

« Capital Gains from foreign sources are typically liable to taxation in Portugal at a
28% rate

« Finally, you must ensure you are no longer viewed as resident in your original
country of residence

7  Portuguese Chamber of Commerce in the UK | NHR Update CMS Portugal



Requirements of the NHR tax regime

* To have not been tax resident in Portugal during the last 5 years

« To become Portuguese tax resident, by either:
- Remaining in Portuguese territory for more than 183 days, or alternatively

- To have in Portugal your main place of residence / dwelling (owned or leased)

« To comply with the exemption conditions required for each type of income

8 Portuguese Chambers of Commerce in the UK | NHR Update CMS Portugal



Steps for the NHR tax regime application

« Establish main residence in Portugal, either by acquiring or leasing a Portuguese property

 Register as Portuguese tax resident before December 31, 2023, or by December 31,
2024, in the latter case by proving that:

v aresidence visa or residence permit application has been initiated, by December 31,
2023

v avalid residence visa or residence permit has been obtained by December 31, 2023
or

v' a promissory or employment contract or secondment agreement has been signed by

December 31, 2023, which activity must be performed within Portuguese territory

* Register under NHR regime before the 31 of March of the following year
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The end of the NHR tax regime: What’s next?

« As from 1 January 2024 onwards, the scope of the 20% flat rate applicable to
employment/self-employment income arising from high added value activities is substantially
reduced as it will only cover:

professors and scientific researchers;
research & development activities,

job positions and members of the board of certified start-ups; or

<N X X

job positions or other activities carried out by tax residents in the Azores and in Madeira (under terms to

be defined by regional decree)

« The exemption on foreign source income will only apply to individuals that carry out one of
the professional activities referred above, as opposed to the current regime, which was
available to anyone that would benefit from the NHR status

« Foreign source pensions will no longer benefit from the 10% flat rate
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Takeaways

 Those individuals that are already registered as NHR will not be affected by the
mentioned changes

e Those that become tax resident until the end of 2023, as well as those that do it
until the end of 2024 under the special grandfathering regime, will benefit from the
current NHR rules

 Those that only become tax resident in 2024 (and are not protected by the special

grandfathering regime) may benefit from the new regime, whose terms and
conditions will tend to be more restrictive
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CMS Law-Now™

Your free online legal information service.

A subscription service for legal articles on a variety of topics delivered by email.
cms-lawnow.com

The information held in this publication is for general purposes and guidance only and does not purport to constitute
legal or professional advice. It was prepared in co-operation with local attorneys.

CMS Legal Services EEIG (CMS EEIG) is a European Economic Interest Grouping that coordinates an organisation
of independent law firms. CMS EEIG provides no client services. Such services are solely provided by CMS EEIG’s
member firms in their respective jurisdictions. CMS EEIG and each of its member firms are separate and legally
distinct entities, and no such entity has any authority to bind any other. CMS EEIG and each member firm are liable
only for their own acts or omissions and not those of each other. The brand name “CMS” and the term “firm” are
used to refer to some or all of the member firms or their offices; details can be found under “legal information”

in the footer of cms.law.

CMS locations:

Aberdeen, Abu Dhabi, Amsterdam, Antwerp, Barcelona, Beijing, Belgrade, Bergen, Berlin, Bogota, Bratislava,
Brisbane, Bristol, Brussels, Bucharest, Budapest, Casablanca, Cologne, Cucuta, Dubai, Duesseldorf, Edinburgh,
Frankfurt, Funchal, Geneva, Glasgow, Hamburg, Hong Kong, Istanbul, Johannesburg, Kyiv, Leipzig, Lima, Lisbon,
Liverpool, Ljubljana, London, Luanda, Luxembourg, Lyon, Madrid, Manchester, Maputo, Mexico City, Milan,
Mombasa, Monaco, Munich, Muscat, Nairobi, Oslo, Paris, Podgorica, Poznan, Prague, Reading, Rio de Janeiro,
Rome, Santiago de Chile, Sarajevo, Shanghai, Sheffield, Singapore, Skopje, Sofia, Stavanger, Strasbourg,
Stuttgart, Tel Aviv, Tirana, Vienna, Warsaw, Zagreb and Zurich.
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