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Further to the entering into force of Decree Law 193/2005 in January
1 2006 (that introduced the Debt Securities Special Tax Regime), in-
vestment income and capital gains derived by qualified non-resident
beneficial owners arising from debt instruments issued by Portuguese
entities are exempt from Portuguese income taxes, if certain condi-
tions are met.

The Debt Securities Special Tax Regime was introduced with the
main purpose of encouraging the development of the bond market in
Portugal and the raising of financing with non-resident investors. A
growing number of issuers, including major public corporations, pri-
vate companies and the Portuguese State has already profited from
this efficient solution.

However, since debt securities with a maturity of less than 1 year
(commercial paper) were not covered by this beneficial tax regime,
after 2006 the issuance of commercial paper has been progressively re-
placed by the issuance of bonds. Last December and further to some
interesting signs of recovery of the country’s economic activity, the
Portuguese Government decided to stimulate other sources of fund-
ing by introducing relevant changes to the Debt Securities Special Tax
Regime, including:
a) The extension of the scope of such regime to cover commercial

paper integrated in a centralized system or EU/EEA international
clearing system; and 

b) The extension of the number of potential investors able to ben-
efit from the income exemptions, which include: (i) central
banks and government agencies; (ii) recognised international
organisations; (iii) entities resident in a jurisdiction with either
a tax treaty or a tax exchange information agreement in place
with Portugal; (iv) any other non-residents that are not resi-
dent in a blacklisted jurisdiction. Non-resident entities owned
in more than 20%, directly or indirectly, by a Portuguese entity
will also become eligible for the exemption (previously ex-
cluded).

These amendments were recently complemented with other fa-
cilitating measures that allow the issuance of commercial paper
without any fundraising limit (previously, the potential issuers, ex-
cept for credit institutions or other entities from the financial sec-
tor, were not able to use this instrument to collect funds higher
than three times their own equity). Also, the issuance of debt secu-
rities and interest payments are not subject to Portuguese stamp
duty as usually occurs in standard financing.

Considering the current monetary market environment and the
difficulties in obtaining financing for business activities with fi-
nancial institutions, the issuance of commercial paper is a very at-
tractive solution for Portuguese companies to raise funds in the
international market due to the tax benefits applicable to the in-
vestors and may now be an alternative to the issuance of bonds.
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