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What is Informagao Vinculativa (Binding Information)?

Binding Information, refers to an official response issued by tax authorities in
Portugal, addressing specific queries from taxpayers regarding the interpreta-
tion or application of tax laws in particular situations. These rulings hold legal
authority and must be followed by both the taxpayer and the tax authority,
provided that the circumstances remain unchanged.

Importance of Binding Information:

Formality: They provide an official and authoritative interpretation of tax legis-
lation.

Obligation: Both the tax authority and the taxpayer must adhere to the ruling,
provided the facts presented remain unchanged.

Legal Certainty: Binding rulings offer taxpayers clarity and legal certainty re-
garding their tax obligations. By outlining how tax laws apply to their specific
circumstances, taxpayers can plan and conduct their financial activities with
confidence.

Procedure: Taxpayers must formally request binding information by detailing
their specific circumstances for accurate analysis.

Facilitating Planning: Provides confidence for taxpayers in planning their finan-
cial activities.

Avoiding Disputes: Ensures compliance with tax laws, thereby reducing poten-
tial disputes with tax authorities.

Ensuring Fairness: Promotes fairness in tax treatment by providing consistent
interpretations of tax laws.

Example Scenario:

Legislation: Personal Income Tax Code

Article/Item: : Art. 41 - Deductions

Subject: Property income - Deduction of the monthly installment paid for a
contracted loan

Details of the Scenario:

Request for Binding Information: The applicant requests binding information on
the possibility of deducting the monthly installment paid on a loan taken out
to acquire a property intended for rental to higher education students residing
away from their primary homes, from the income earned through this rental.

The applicant clarifies that they acquired an autonomous residential unit in a
multi-family building with condominium ownership and, as of September 2024,
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intend to offer the property for rental to higher education students due to the
high demand for this type of accommodation in the region.

Response and Guidance:

1. Under paragraph 1 of Article 41 of the IRS Code, gross income referen-
ced in Article 8 (income from category F, or property income) is deducted, for
each building or part of a building, by all expenses actually incurred and paid
by the taxpayer to obtain or secure such income, including rental insurance,
with the exception of financial expenses, depreciation, and expenses related
to furniture, appliances, and items of comfort or decoration, as well as the ad-
ditional municipal property tax.

2. In the case under review, the applicant wishes to know if it is possible
to deduct the monthly payment made to the bank related to the loan taken out
for the purchase of the rental property.

3. Since a bank loan constitutes a financial expense, under Article 41 of
the IRS Code, it cannot be considered a deductible expense for category F of
the same code, as such expenses are expressly excluded from deduction.

Conclusion:

Binding information provides essential guidance on specific tax matters, hel-
ping taxpayers make informed decisions and comply with regulations. In this
case, the applicant sought clarification on the potential tax deductions related
to property rental income under Portuguese law.

In conclusion, as outlined in Article 41 of the IRS Code, financial expenses, inclu-
ding loan payments for property acquisition, are not deductible from property
income (Category F) for tax purposes. Although the applicant's loan was speci-
fically taken to acquire a property intended for student rental, loan payments
are classified as financial expenses and thus excluded from tax deductions. This
guidance ensures that taxpayers receive accurate information, aiding com-
pliance with tax laws and preventing potential errors in their tax filings.
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For any inquiries or support with the residency process
for businesses or individuals, our team can guide you
through the whole moving process. Feel free to reach

out to us at info@afm.tax or call us at +351 281 029 059.

“'YOU MUST PAY TAXES, BUT THERE'S NO LAW
THAT SAYS YOU NEED TO LEAVE ATIP."



