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LAW PROPOSAL TO ALTER THE TAXATION LAW 

 
JUSTIFICATI ON NOTE 

  

 In complianc e with the principle of legislat ive economy, the Government proposes to join 
into one law some alterations to the fiscal regi me in effect, even if dictated by different 
considerations of public interest. 

 
1. In the first place, by executing the pub lic announcem e n t of the extinctio n of double 

economic taxation, the regime w hereby the entrepreneurial profits are first taxed in the company 
that generates them and, when distri buted, they are again ta xed, now at the leve l of the respective 
beneficiaries.  The cape-verdian legis lation, as m any others, used to rec ogniz e the ill�foundation 
of this dual taxation and mi tigated it by granting a partial tax credit to the receiver of the distribution. 
As with many other measures of commitme n t , it maintaine d an unjust di stortion, all the more 
accentuated as the notion prevailing today that it must be eradicated,  both by reason of justic e, as 
well as for tributary competitiveness. 

 
2. In another order of considerations, it is believed that the installation in Cape Verde of 

foreign capital enterprises may be an important factor in the creatio n of health.  Thus it was judged 
by countries such as the United States , t he United Kingdom, Ireland,  Holland, Luxemburg and an 
appreciable number of insular states adjacent to  Europe and to America.  The latter, with minute 
populations lacking in ext ensive and varied natural re sources, support their subsistence to a great 
measure by accommodating foreigners: the retreat  for tourists and the s helter for capitals.  

 
The legitimat e capitals in search of fisc al shelter dispose of large supply of offerings from 

accommodating countries.  It if difficult to com pete with some from the United States of America 
and with the United Kingdom, to cite  the most prominent examples of  extension of the exemptions 
and the light ness of the formalitie s.  Nevertheless, the offer of one more competitive fiscal 
environment, as long as it is free from practices considered harmful by the OCDE and designed 
against a civiliz ed political and juridic a l background (democratic institutions , politic al stability , 
western political organiza t i o n , efficien t courts, security of persons and assets), supported by an 
extensive network of bilateral tr eaties of exclus ion of dual taxati on and served by infra-structures 
that are uncomplic a t e d , modern, fl exible and pro-actively cooperativ e in the areas of registration, 
notary, customs and taxation.   

 
The creation of a receptive seductive envir onment for the foreign investor is not 

accompli s h e d at once and by decree.   It is an interactive process, in which experience shall go on 
suggestin g the adjustmen t s and necess ary corrections , alongs i d e the reform of the mentali t i e s and 
attitudes of Public Adminis tration and its employ ees, who are asked to evolve to less immediat e 
and mechanically patrimonialistic cr iteria of public interest, wit hout abandoning the best traditions of 
scrupulous and responsible observance of the law. 

 
In the fiscal plan, it is esse nt ial to the desired competitivene ss that, aside from the already 

spoken of fiscal exemption of the distribution of the cape-verd ian corporate results and of the 
product of their liquidation,  they observe that of: 

a)  The results produced by pa rticipated non-residents of c ape-verdian companies and 
the added value resulting from their alienation; 

b)  The added value in the alienation of business parts on resident entities. 
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LAW N.”        /VI/04 

of 
 
By mandate of the People, the National Assemb ly, under the provisions  of subparagraph h), 
number 1 of Article 176 of the C onstitution decrees the following: 
 

Article 1 
1. A No. 4 is added to Article 2 of Law No. 127/IV /95 of 26 June, with the following reading: 

�Article 2.” (General Principles) 
1.(�) 
 (�) 
4. Dual economic taxation is eliminated and therefore the revenue from capitals consisting in 
the distribution of profits under  any form, including those rece ived in the liquidation of 
companies and collective in vestment organisms, are not subject to the IUR.� 

 
2. New writing is given to the followi ng provisions of Law No. 127/IV/95: 

a)  �Article 5” (Of the personal taxation � Objective incidence) 
1.(�) 
 (�.) 
3.(�) 
   e) Revenues from capitals: the interests,  the revenues derived from participation shares 
or other analogous, with the exclusion of the cert ificates, or units, of collective investment 
organisms; the revenues originated by deferment in time of an installment or by late fees 
on the paym ent, the revenue from intellectual or  industrial property or from experienc e 
acquired in the industrial, commercial or sci entific sectors or yet those derived from 
technical assistance or from the use or t he concession of the use or agricultural and 
industrial, commercial or scientific.� 
 
b)  � Article 13” (IUR- Added values) 
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Article 2 

 
1. Article 72” of Decree-Law No. 1/96,  of 15 January, is eliminated. 
 
2. New writing is given to the following provisions of Decree-Law No. 1/96: 

a)  � Article 3” (Basis for personal taxation)  
1.(�). 
2. a) (�). 
      (�). 
   e) Capital gains: the profits, the re venue deriving from participation shares or 
other analogous, with exclusion of the certif icat es, or units, of collecti v e investment 
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    (�) 
d) From financial operations, such as, interests, discounts, premiums, transfers, 
exchange oscillations and prizes for t he emission of obligations, except for 
dividends and other par ticipat i o ns in profit, in comp lian c e with the principle of 
elimination of double economic taxation�. 
(�) 
3. For the purpose of this tax, the profits or gains realized, by onerous 
transmission, no matter under what title it operates, in elements of the immobiliz ed 
assets or in assets and securities mainta ined as reserve or for growth, with the 
exception of the profits realized with the onerous transmission of corporate parts 
held for one year or more by the transmitti ng entity and of units of participation in 
collectiv e investment entitie s, are considered added values.� 
(�) 
7. It is presumed that the pr ofits from the applicati o n of the capitals referred to in 
Article 4 of this law, when gained or availed by contributors subject to the 
verification method, mainly those supplied by the partners to the corporations, are 
remunerated at the rate 10% per year, if a different rate is not included in the 
constitutive title or has not been declared.� 

 

Article 3 
 
A new writing is given to No. 2 of Arti cle 6 of Law No. 79/V/98 of 7 December: 

�Article 6 (Objective Innocence) 
2. The following are exclud ed from this innocence: 
a) The securities and added values referred to  in subparagraphs b) and e) of No. 1, when 
the buildings are acquired by the patrimonies of non-movable investment funds or of 
pension funds, or a lienated from them. 
b) The added values realized by the enter prises that have as object and dedicat e 
themselves to the purchase and sale of real estate property , that shall be taxed on the 
basis of the Sole Tax on Revenue.� 
 

Article 4 
(Effective date) 

 
This law goes into effect immediately. 
 
Approved on __________________ 
  
The President of the National Assembly, Aristides Raimundo Lima 
 
Promulgated on________________ 
 
Publish it. 
 
The President of the Republic, Pedro Verona Rodrigues Pires. 
Signed on __________ 
 
The President of the National Assembly, Aristides Raimundo Lima 

 


