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IMPORTANT INFORMATION FOR THE LIVE PROGRAM

This program is approved for 2 CPE credit hours. To earn credit you must:

» Participate in the program on your own computer connection (no sharing) - if you need to
register additional people, please call customer service at 1-800-926-7926 option 1 (or 404-
881-1141 option 1).

 Listen online via your computer speakers.
* Respond to six prompts during the program.

» To earn full credit, you must remain connected for the entire program.

WHO TO CONTACT DURING THE LIVE PROGRAM

For Additional Registrations:
-Call Strafford Customer Service 1-800-926-7926 x1 (or 404-881-1141 x1)

For Assistance During the Live Program:
On the web, use the chat box at the right of the screen. Please type in the Tech Support tab for assistance.

If you get disconnected during the program, you can log in using your phone instructions and PIN.



FOR LIVE EVENT ONLY

Recording our programs is not permitted. However, today's participants can
order a recorded version of this event at a special attendee price. Please call
Customer Service at 800-926-7926 option 1 or visit Strafford’s website

at www.straffordpub.com.
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Notice

ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN BY THE SPEAKERS’ FIRMS TO BE
USED, AND CANNOT BE USED, BY A CLIENT OR ANY OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i)
AVOIDING PENALTIES THAT MAY BE IMPOSED ON ANY TAXPAYER OR (ii) PROMOTING, MARKETING OR
RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN.

You (and your employees, representatives, or agents) may disclose to any and all persons, without limitation, the tax
treatment or tax structure, or both, of any transaction described in the associated materials we provide to you,
including, but not limited to, any tax opinions, memoranda, or other tax analyses contained in those materials.

The information contained herein is of a general nature and based on authorities that are subject to change.
Applicability of the information to specific situations should be determined through consultation with your tax adviser.
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PORTUGAL AS A DESTINATION FOR UK, US & OTHER TAX RESIDENCES

Taxation Considerations



Tax Residence

Scope of Taxation:

Worldwide taxation principle (irrespective of source or remittance).

Becoming Tax Resident | Criteria

A presence in Portugal for more than 183 days, continuous
or interrupted in a 12 months period, or

Disposal of a dwelling at 31 December in such conditions
that it may be inferred the intention to keep and occupy it as

a habitual abode.
Split-year rule:

Tax residence is acquired from arrival date and lost at departure
date (with few exceptions)



NHR The NHR regime was revoked on 31 December 2023.

Phase-Out

Grandfathering rule for individuals moving to Portugal until

in 2024 31 December 2023

COHUb U@d Possibility to still apply for the NHR regime for those
moving to Portugal until 31 December 2024




Individuals becoming tax residents of Portugal by 31
December 2024 may apply for the NHR regime only if:

(a) For EU Nationals:

Secured a promise of employment/employment agreement or secondment

NHR agreement by 31 December 2023.

Signed a promissory purchase agreement or leased a property by 10

Phas e_Out October 2023.

Enrolled children in a Portuguese school for the 2024/25 year by 10

in 2024 October 2023 or,

Be a member of the household of a taxpayer covered by the transitory

Continued regime.

(b) For Non EU Nationals:

Visa application process initiated by 31 December 2023; or

Be a member of the household of a taxpayer covered under the NHR regime
or covered by the transitory regime.
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T'ax Benehits Under the NHR

Portuguese-sourced mcome:

20% rate on employment / business income derived from a high-value added
activities (defined in a list by the Minister of Finances)

Foreign-sourced Income:

1) 10% rate on pension income

2) 0% on investment income (dividends, interest, royalties, rents)
3) 0% on employment income if effectively taxed in the source country
4)

0% on business income if from high-value added activities and PE in the
source country

EXCEPTION:

capital gains from sale of financial assets and income distributed by funds (as a rule)
and income sourced in non-tax treaty blacklisted territories



New

Inpatriate
Tax Regime

(NIR)

From I°f January

2024

Targets expatriates in key sectors: innovation, technology, R&D.

Focuses on active income earners: employees (including C-Level/board
members) and self-employed.

Excludes those earning solely passive income, such as pensioners
(fundamental change vis-a-vis the NHR)

14l

Applies to individuals who:

Become tax residents in Portugal.
Not have been tax residents in Portugal for the last 5 years.
Not benefited from the NHR status or the Former Residents
Program ("Programa Regressar").

Receive Portuguese-sourced employment or business income
from certain activities for eligible entities.

No income from jobs created under the investment support
corporate tax scheme (RFAI).

Duration of the regime: 10 years, the same as in NHR.



NIR Elgible Professions & Activities:

Teaching and research positions in higher education, as well as jobs and board members in
recognized technology and innovation centers.

Quialified positions under the Investment Tax Code’s benefits for productive investment.

Highly qualified professions in:

m) Companies benefiting from the RFAI.

B |ndustrial / service companies with Government-defined activity codes, exporting 250%
of turnover.

Qualified jobs and board members in entities recognized by IAPMEI and AICEP as economically
relevant.

R&D positions eligible under the SIFIDE tax incentive.
Positions in certified start-ups.

Jobs and activities in Madeira and Azores (regional laws pending).




NIR vs. NHR

20% flat rate on Portuguese-sourced employment/business income from eligible professions
(MORE PROFESSIONS are included and more will be added until the end of the year);

Exemption on foreign sourced income (e.q., EXTENDED to capital gains from the disposal of
securities of foreign issuers and, in general, income distributed by trusts and private foundations);

CFC or international tax transparency rules

The exemption on foreign-sourced income is not available in the following cases:

m) Foreign pensions, and

mp [ncome derived from blacklisted jurisdictions



Position on Trusts

- Civil law jurisdiction (absolute theory of property)

Not a signatory of the Hague Convention

Domestic law does not recognize trusts and limited
case law on estate/succession matters

Foreign trusts are unrecognized

1l

Tax regime for "fiduciary arrangements" enacted in
2015 applies to foreign trusts



Taxation of Trusts

1) Settling the Trusts

The contribution to the trust corpus is treated as a gift (not taxed, except if

Portuguese situs assets are contributed and the trustee is tax resident in
Portugal)

2) Trust Income and Distributions

Settlor or Beneficiary — 28% (or 35% in case trustee resident in a blacklisted
jurisdiction) on actual distributions unless CFC applies

3) Trust Termimation / End

Settlor and settlor beneficiary — capital gains taxed at 28% (or 35% in case
trustee resident in a blacklisted jurisdiction) (deduction of income taxed under
CFC rules, if any)

Non-settlor beneficiary - Stamp Tax at a rate of 10% (only if assets are
located in Portugal)




Special Considerations for NHR & NIR

Tax treatment varies according to the trust nature (case-by-case analysis
required)

Distributions generally taxable (except for (i) non-settlors and upon trust
termination if assets are outside Portugal or (ii) under the NIR)

I 4

Trust income under the NHR can be taxed in the hands of the taxa resident
settlor or beneficiary if trust is a CFC, but not un general under the NIR
(although no position from the PTA on the matter)



Special Considerations for NHR & NIR

14

Continued

The trust being a CFC depends on the control level of Portuguese tax
residents over the trust and its assets)

Trust residency determined by the trustee's tax residency (no Portuguese tax
resident trustees to avoid taxation on trust income in Portugal)

Portuguese-situs assets held directly by foreign trusts is not recommended -
legal protection — assets seen as owned by the trustee personally - and
aggravated taxes for real estate or trustee is in a listed offshore jurisdiction



Other Taxes
and Tax Related

Issues

mmp No exit tax (with a couple exceptions applicable only
to Portuguese nationals)

- No wealth tax: except luxury real estate located in
Portugal (annual up to 1.5 % on tax value exceeding

Eur 1M)

- Capital gains untaxed on antiques, works of art,
jewelry, precious metals, collectibles, movable
property in general and non-fungible crypto assets

(e.g. NFTs)

- Crypto assets short term gains taxed if
converted into FIAT

- No IHT in practice (gifts and successions
subject to either Stamp duty (10%) or CIT (21%)
only if: (i) assets are located in Portugal; and (ii)
the beneficiary is not a forced heir)



Other Taxes
and Tax Related

Issues
Continued

- Non remittance based regime

- Real estate held directly or indirectly by black
listed entities (e.g. trusts with trustees in listed

offshore jurusdictions)

- Disclosure of foreign bank and securities
accounts and fiduciary structures in listed
offshore jurisdictions is required on the annual tax

return
mm) Portugal is a FACTA and CRS jurisdiction

- More than 90 income tax treaties all based
on the OECD model convention.

- No IHT tax treaties






Key US-PT Issues

G Elimination of double taxation - foreign tax credit
mechanism in the USA on tax levied in Portugal as
residence country (PT-US Double Tax treaty)

g Interaction of special tax regimes and US citizens:

) NHR - tax exemption in Portugal on all foreign-
sourced income — US and non-US source
(except pension income and income sourced in
non-tax treaty tax havens)

) \|R - idem




Typical US-PT Issues Conanued

o Trusts

== Grantor vs. non-grantor trust (US citizens)

=) S tax perspective basics
= Non-grantor trust - trust is not tax transparent

(grantor and family do not have substantial
ole]plige])

= Grantor trust - tax transparent

Portuguese tax perspective
mp NHR

mp Non-grantor trust — taxation on distributions
(and trust income depending on control)

mp Grantor trust - trust income exempt;
distributions depend on corpus vs. income and
US tax regime applicable

= N|R — exemption in general




Typical US-PT Issues Conanued

9 IRA & 401(k)’s

= Standard vs. Roth IRA's and 401k
m |mpact of expatriation from US

m) |n Portugal pension income or investment income?

The position of the PTA in respect of foreign private
pension plans

=) | ump-sum payment vs. periodical rent payments -
different income qualification and tax treatment in
Portugal

m» NHR - pension income subject to 10% vs.
investment income exempt (but if Roth the capital
part not taxed)

=» NIR - pension income subject to progressive tax
rates vs. investment income exempt

=) |f payments taxed in the US (e.g. standard IRA  with
expatriation) exempt in Portugal under NHR and
NIR. Otherwise, US foreign tax credit available




Typical US-PT Issues Conanued

e Life Insurance

= Non U.S. carrier usually will be treated in the U.S as
“investment account”
m) Redemptions from income vs. from capital (U.S. carriers)
=) |n Portugal the policy is not tax transparent and
=) Death benefits are exempt
=) Pro-rata income embedded in redemptions taxed under
the NHR with foreign tax credit and exempt under the
NIR
= Redemptions after 5 and 8Y are 40% & 60% exempt

U.S. exit tax
no step up in value for Portuguese tax purposes of assets subject
to exit tax (potential double taxation upon disposal of assets under
the NHR Vs NIR)

U.S. estate tax
no double tax treaty on inheritance between Portugal and USA




c Double non-taxation of UK-sourced dividends both
under NHR and NIR

9 UK private pension plans:

mm) | ump-sum payment vs. periodical rent payments -
different income qualification and tax treatment in
Portugal

NHR - pension income subject to 10% vs. investment

income 28% - the position of the PTA on private
pension schemes

NIR - pension income subject to progressive tax rates
vs. investment income exempt
mm) QROPS - no local providers in Portugal accepted by
the HMRS, but alternative to transfer to Maltese
QROPS

mm) No special tax treatment to QROPS and international
SIPP payments




Key UK-P'T

Issues

Continued

UK inheritance tax — no double tax treaty on
inheritance between Portugal and UK

Chanel Islands (Guernsey and Jersey), BVI and Isle
of Man are tax havens in Portugal - NHR and NIR
do not apply to income sourced in non-tax treaty
tax havens



PORTUGAL AS A DESTINATION FOR UK, US & OTHER TAX RESIDENCES

Immigration Options



D7 Visa

: . Golden Visa
Immigration
Optl()ns f()r Entrepreneur Visa
Portugal Highly Qualified Activities Visa

Digital Nomad Visa

EU National, spouse and children



IMMIGRATION OPTIONS

D7 Visa

== AKA "Portugal Retirement Visa" or "Passive Income

-

Visa

Income of €9840, plus 50% for spouse and 30% per
child from pensions, transferable equity, real estate,
intellectual property, or financial investment

Cannot be absent from Portugal for more than ©
consecutive months or 8 non-consecutive months

Two year initial, renewals for 3 year periods.
Permanent residence after total 5 years.




Golden Visa

$ 331 11 1

Real estate option dropped in 2023

Only €500,000 Private Equity funds that comply with the
Golden Visa requirements

Locked in for 5 years

Minimum 60% in Portuguese investments with no direct or
indirect real estate involvement.

Can invest in multiple funds to reach minimum

[ days physical presence annually or 14 days in two years
during the validity of the card

Initial residence for 2 years renewed every 2 years
Permanent residence after total 5 years



IMMIHGRATION OPTIONS

Fntrepreneur D2 Visa

mmp Entrepreneurs and service providers to Portuguese
companies

mmp Cannot be absent from Portugal for more than 6
consecutive months or 8 non consecutive months

=) [ither start new or invest in existing Portuguese
company paying minimum salary of € 9840, plus 50%
for spouse and 30% per child -

mp Business plan assessed for economic, social, and
cultural impact



Highly Qualified Activities
(‘HQA’ Visa)

)

)

11

Qualified professionals for Portuguese employer at
salary for minimum €2,157/month

Specific professions where local Portuguese labour
shortages

Applicants that will develop in Portugal a highly
qualified activity which requires specialized
exceptional technical skills

Initial residence for 2 years, renewal for 3 years

Permanent Residence after 5 years



IMMIHGRATION OPTIONS

Digital Nomad Visa

== Fylly remote work on a permanent contract or freelance.
mmp [otal income from all sources of minimum €3,040
== Portuguese accommodation of 1-year

mm)p Either Temporary Stay Visa (1 year annually renewable 4
times) or Residency Visa Permit (2 year renewable for
additional 3 years).



LU National

Citizens of EU nation states, spouses and dependent
children have right to reside;

mmp Register with local municipality annually




Processing
Issues

- Processing can be from 3 months to 2 years
(Golden Visa) depending on visa category

- Depending upon needs, may use combination
of visas




Naturalisation

) 5 ycar naturalisation period

mm) Physical presence longer of 6 weeks annually (for
Golden Visa) or longer if required by visa category

- A2 level basic language test (CIPLE) required or
accredited school certification. Test can be
adapted for children under the age of 10.







PORTUGAL AS A DESTINATION FOR UK, US & OTHER TAX RESIDENCES

U.K. Case Studies



Proposed changes to the taxation of UK resident non-domiciliaries
The UK

BaCkgrOund 4 year ‘FIG’ regime for income tax and capital gains
Driving Increased
Movement of 10 year rule for inheritance tax

People

Excluded property trusts



.~ mp Mrand Mrs X, both aged 45 and originally from Switzerland,

have been UK resident for 10 years
Case Study One:
They have two children aged 15 and 13 at school in the UK

Swiss family
They have substantial investments outside the UK, including

Considering relocation assets in a non UK trust

Mr X works for an investment bank and is able to work flexibly
Mrs X does not work

Worried by proposed new UK rules

Interested in moving to Portugal

How much time can they spend in the UK without being a UK
tax resident

LR 2R 2 T A A



Case Study Two:
Briash family

Considering relocation

!

l

1140

Mr and Mrs Y, aged 68 and 66, have lived in the UK all
their lives.

They realised £100m on the sale of their business a few
years ago, and have invested the sale proceeds in a
number of traditional portfolios, which contain significant
unrealised gains

They have one daughter who lives in Portugal
Inheritance tax is a major concern for them
They have always been UK domiciled

They think the proposed new UK rules may offer them an
opportunity!



PORTUGAL AS A DESTINATION FOR UK, US & OTHER TAX RESIDENCES

U.S. Case Studies
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Case Study One:

Americans obtain Portugal Golden Visas

The Smiths are US citizens who have traveled extensively
Exploring obtaining Portugal Golden Visas for retirement

Will remain American citizens but will eventually move to Portugalona - .

full-time basis PR & At o
5 ®
; A o ()
Upon retirement will have public and private pension along with po.rﬁoBo * o ®

of approximately $5M USD after sale of US principal residence®




CASE STUDY ONE

Americans Living Abroad

mm) Citizenship based taxation

mm) \When in Portugal will have FBAR, PFIC
Reporting

mm) Possible CFCif they start a
business in Portugal

mm) CEstate Planing

mm) Interaction with Portuguese Tax
system
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Case Study Two:

Renouncing Americans i Portugal

Mr and Mrs Jones have acquired a second citizenship in EU member
state

Mr Jones is going to renounce U.S. Citizenship and thereafter both
move to Portugal full-time.

Two adult U.S. citizen children and one U.S. citizen grandchild.

: k ® )
Selling company prior to expatriation for $30M. Both will have public AN IR0 .' o
and private pensions, $1M in IRA along with existing non-IRA portfolio of ; TEF il ¢ o ® ..
approximately $5M USD with $3M unrealized gains. AL .. ..‘.:
o
1 °® .. o ° i
. . o < °
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You may use the Chat function to ask questions, or email questions to
taxpreparer@straffordpub.com.
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Please watch for the Certification Process
link to appear on your screen to complete
the survey and request your certificate(s).
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Not a Passholder Yet?

Try the CPE Individual Annual Pass

« Attend unlimited live webinars in any of our tax and accounting practice areas
- we produce over 150 advanced live CPE webinars each year

« Get unlimited access to hundreds of recorded webinars

» Get all your CPE credits for one price

Simply respond to the email you will receive after the program and we will
rebate the cost of this webinar from the pass price!

Did you know that Strafford offers significant discounts for orders with multiple
connections/devices? If your colleagues also want to attend, just add additional
connections/devices to your order and get 35% off.

Strafford
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