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1. Executive Summary

Portugal has been pursuing a path of strengthening economic growth and convergence towards the
European Union, coupled with a trajectory of balanced public accounts. All the goals outlined in the

Government Program at the beginning of the legislature will be met in 2019.

In 2018, the Portuguese economy is expected to grow 2.3%, again above the euro area (2%) and continuing
the economic expansion that has been in place for 19 consecutive quarters. In 2019, growth is expected to
reach 2.2%, supported by significant increases in investment (7%) and exports (4.6%). Improvements in
labour market conditions are expected to bring the unemployment rate down to 6.9% in 2018 and 6.3% in
2019. The economy grows in a context of declining household and corporate indebtedness, anchored in
structural reforms in skills, investment, export-orientation and labour market efficiency.

The progress achieved so far has been translated to tangible results in terms of fiscal consolidation. In 2018,
the general government deficit is expected to reach 0.7% of GDP, a 0.4 pp improvement compared to the
target defined in the State Budget 2018, and hitting the target set in the Stability Program 2018-2022.

These developments reflect a strategy of careful management of the public finances, with a particular focus
on improving the quality of public expenditure. Portugal is, today, a credible economy in the eyes of foreign
investors and international institutions. Meeting budgetary targets and gaining internal and external
credibility paved the way for the exit from the Excessive Deficit Procedure and the list of European countries

with excessive macroeconomic imbalances.

The subsequent upgrade of the sovereign rating to investment grade by the three main credit rating agencies
has brought about a significant improvement in the financing conditions of households, companies and the
State. Portugal has made a fully successful comeback to the markets. The country has had one of the best
financial performances in the European Union during the current legislature, with a significant fall in interest
rates (-98 base points in bond issuances between 2015 and 2018), reflecting greater confidence and

sustainability of Portugal’s sovereign debt.

This is the result of the effort and merit of the Portuguese people, to build a more solid economy and to
ensure that the State is built on credible commitments. The choices made in each of the last three budgets
have led the country to a path of credibility, social stability, and inclusive growth. An alternative and
responsible policy has proven to be possible. One which ensures growth, job creation and the strengthening
of social cohesion, coupled with rigor in the management of the public finances and an effective process of

fiscal consolidation.

Over the course of three consecutive years, Portugal has managed to protect growth while improving
systematically the balance of public finances. This is the way forward. The State Budget for 2019 projects
the continuation of this strategy, offering trust and predictability. It projects a renewed focus on sustainable
fiscal consolidation, in parallel with initiatives designed to promote inclusive growth, employment, productive

investment and improving public services:

« New measures to support families, the competitiveness of the business sector, tackle fraud and tax
evasion, and to simplify the relationship between taxpayers and the tax administration.

¢ In the Social Protection area, the Government foresees a real increase in purchasing power of around
78% of all pensions; an upgrade of the lowest pensions; a new early retirement scheme; and increases

in some types of family allowances.



¢ Public investment will increase 709.6 million euros in 2019. Investment in large structural projects will
reach 1,100 million euros. Investment is expected to accelerate in the coming years, reflecting, on the
one hand, the greater execution of structural funds associated with the Portugal 2020 programme, and,
on the other hand, with the expansion of the productive capacity of the economy. Key investments are
spread across Healthcare, Education, Science and Technology, Culture, Transports, Environment,

Agriculture, Defence, Internal Administration and Justice.

e Apart from a fall in the price of electricity between 2017 and 2018, Portugal recorded the largest
reduction in tariff debt, at around 744 million euros. The Government will continue to focus on reducing

the energy bill, with a further 200 million euros being transferred to reduce the tariff deficit in 2019.

¢ The commitment to the National Health Service continues with investment in 5 new hospital units in
Evora, Lisbon, Madeira, Seixal and Sintra; the extension of the networks of integrated continuing care
and palliative care; the enhancement of primary health care; and the strengthening of the national
network of emergency vehicles. A new financing model will be applied to 11 EPE Hospitals (as part of
a pilot project), aimed at reducing arrears, improving managerial accountability and improving hospital

efficiency.

* In order to meet the objective of providing a response to families living in a situation of serious housing
shortage, the Government'’s goal is to eradicate undignified housing in Portugal by 2024. To this end,
the 15' Right - Support Program for Access to Housing is launched, aiming to ensure access to adequate
housing for people living in undignified housing conditions. The first phase of implementation starts as
early as 2019.

It is critical to preserve what the country has achieved with great effort, as well as to prepare the future.
Portugal must insist on its efforts to make structural and decisive changes that help to mitigate risks and
remove remaining barriers to growth. It is necessary to create budgetary space to accommodate a possible
future slowdown in economic activity. This strategy is the best enabler of sustainable and inclusive growth

in the future.

The Government expects that 2019 will define a historical milestone: a fiscal balance very close to zero (-
0.2% of GDP) and a further decline of the public debt ratio to 118.5% of GDP (-10.7 pp over 3 years).

The State Budget 2019 keeps Portugal on the same path that was drawn for the whole parliamentary cycle.
A path that offers trust and predictability, combining growth, employment creation, and greater social

cohesion with responsible management of the public finances.



2. Macroeconomic Forecasts

Table 1. Basic Assumptions

2017 2018 2019
Short-term interest rate (annual average) -0,3 -0,3 -0,1
Long-term interest rate EA (annual average) 1,2 1,3 15
USD/€ exchange rate (annual average) 1,13 1,19 1,19
Nominal effective exchange rate 0,8 5,6 -0,1
World excluding EU, GDP growth 3,9 4,2 4,2
EU GDP growth 2,4 2,3 2,0
Growth of relevant foreign markets 51 4.8 4,2
World import volumes, excluding EU 5,3 51 4.4
Oil prices (Brent, USD/barrel) 54,8 72,9 72,2
Table 2. Macroeconomic Prospects
2017 2017 2018 2019
ESA Code
Level rate of change
(10° euros) 9
1. Real GDP Bl*g 179 924,6 2,8 2,3 2,2
2. Potential GDP 179 4345 1,6 1,9 2,0
3. Nominal GDP Bl*g 194 613,5 4,4 3,8 3,6
Components of real GDP
4. Private final consumption expenditure P.3 118 730,7 2,3 2,3 19
5. Government final consumption expenditure P.3 33774,9 0,2 1,0 0,2
6. Gross fixed capital formation P.51g 31 086,9 9,2 52 7,0
7. Changes in inventories and net acquisition of valuables P52 + P53 587.4 03 03 03
(% of GDP)
8. Exports of goods and services P.6 83 263,4 7,8 6,6 4,6
9. Imports of goods and services P.7 88 125,0 8,1 6,9 4.8
Contributions to real GDP grow th
10. Final domestic demand 183 554,0 3,1 2,6 2,5
11. Changes in inventories and net acquisition of P52 + P53 587.4 0.0 0.0 0.0
valuables
12. External balance of goods and services B.11 -4 861,6 -0,3 -0,3 -0,3
Table 3. Price Developments
2017 2017 2018 2019
ESA code

Level rate of change
1. GDP deflator 1,08 1,5 1,4 1,4
2. Private consumption deflator 1,06 1,2 1,3 14
3. HICP 1,02 1,6 1,4 1,4
4. Public consumption deflator 1,01 2,0 1,3 1,2
5. Investment deflator (GFCF) 1,04 2,6 1,1 0,8
6. Export price deflator (goods and services) 1,00 33 1,8 1,7
7.Import price deflator (goods and services) 0,93 4,0 1,9 1,6




Table 4. Labour Market Developments

2017 2017 2018 2019
ESA Code
Level rate of chang

1. Employment, persons® 4802,3 3,3 2,5 0,9
2. Employment, hours worked?

3. Unemployment rate® (%) 8,9 6,9 6,3
4. Labour productivity, persons® 37,5 -0,5 -0,2 1,3
5. Labour productivity, hours worked®

6. Compensation of employees D.1 86 240,9 53 45 3,1
7.Compensation per employee 21,0 1,6 1,9 2,2

* Occupied population, domestic concept national accounts definition; 2 National accounts definition; * Harmonised definition, Eurostat;

levels; * Real GDP per person employed; ° Real GDP per hour w orked.

Table 5. Sectoral Balances

% GDP ESA 2017 2018 2019

;(;\lrel(tjlending/net borrowing vis-a-vis the rest of the B9 11 10 12
of which:

- Balance of goods and services 0,8 0,7 0,7
- Balance of primary incomes and transfers -0,6 -0,7 -0,6
- Capital account 0,9 1,0 1,2
2. Net lending/net borrowing of the private sector B.9 2,0 1,7 1,4
3. Net lending/net borrowing of general government EDP B.9 -0,9 -0,7 -0,2
4. Statistical discrepancy




3. Budgetary Targets

Table 6. General Government Budgetary Targets

2018 2019
ESA Code
% GDP
Net lending (+) / net borrowing (-) (B.9) by sub-sector !

1. General government S.13 -0,7 -0,2
2. Interest expenditure D.41 35 3,3
3. Primary balance 2 2,7 3,1
4. One-off and other temporary measures 8 -0,5 -0,4
5. Real GDP growth (%) (=1 in Table 1.a.) 2,3 2,2
6. Potential GDP growth (%) (=2 in Table 1.a.) 1,9 2,0
7. Output gap (% of potential GDP) 0,7 0,9
8. Cyclical budgetary component (% of potential GDP) 0,4 0,5
9. Cyclically-adjusted balance (1-8) (% of potential GDP) -1,1 -0,7
10. Ciclically-adjusted primary balance (9+2) 24 26
(% of potential GDP) ! ’
11. Structural balance (9-4) (% of potential GDP) -0,6 -0,3

1 TR-TE= B.9; 2 The primary balance is calculated as (B.9, item 1) plus (D.41, item 2) A plus sign means deficit-reducing one-off
measures.

Table 7. General Government Debt Developments

% of GDP ESA Code 2018 2019
1. Gross debt ' 121,2 118,5
2. Change in gross debt ratio -3,5 2,7

Contributions to changes in gross debt

3. Primary balance (= item 3 in Table 2.a.) -2,7 -3,1
4. Interest expenditure (= item 2 in Table 2.a.) D.41 35 3,3
5. Stock-flow adjustment 0,3 14
p.m.: Implicit interest rate on debt 2,9 2,8

As defined in amended Regulation 479/2009.

Table 8. Contingent Liabilities

% of GDP 2018 2019
Public guarantees 7,5
Of which: linked to the financial sector 1,4




4. Expenditure and Revenue Projections under the No-police
Change Scenario

The calculation of the unchanged policy scenario used the asumptions explained in the Public Finance
Report 2016, published by the European Commission on December 2016. This means that all the additional

effects of the measures that still need to be legislated where neutralized.

Table 9. General Government Expenditure and Revenue Projections at Unchanged Policies Broken
Down by Main Components

ESA Code 2018 2019
General government (S13) % GDP
1. Total revenue at unchanged policies TR 42,9 42,9
of w hich

1.1. Taxes on production and imports D.2 15,1 15,1

1.2. Current taxes on income, wealth, etc D.5 9,9 9,8

1.3. Capital taxes D.91 0,0 0,0

1.4. Social contributions D.61 11,7 11,8

1.5. Property income D.4 0,8 0,8

1.6. Other 54 53
p.m.: Tax burden (D.2+D.5+D.61+D.91-D.995) 34,3 34,4

2. Total expenditure at unchanged policies TE 43,6 43,3

of w hich

2.1. Compensation of employees D.1 10,8 10,7

2.2. Intermediate consumption P.2 5,3 5,3

2.3. Social payments 18,3 18,3

of which Unemployment benefits 0,6 0,6

2.4. Interest expenditure (sitem 2in Table 2.a.) D.41 3,4 3,6

2.5. Subsidies D.3 0,5 0,4

2.6. Gross fixed capital formation P.51g 2,0 2,1

2.7. Capital transfers D.9 0,9 0,6

2.8. Other 2,3 2,3




5. Expenditure and Revenue Targets

Table 10. General Government Expenditure and Revenue Targets, Broken Down by Main

Components
ESA Code 2018 2019
General government (S13) % GDP
1. Total revenue target TR 43,2 43,3
of w hich
1.1. Taxes on production and imports D.2 15,1 15,2
1.2. Current taxes on income, wealth, etc D.5 10,2 9,9
1.3. Capital taxes D.91 0,0 0,0
1.4. Social contributions D.61 11,8 11,8
1.5. Property income D.4 0,7 0,9
1.6. Other 5,4 5,6
p.m.: Tax burden (D.2+D.5+D.61+D.91-D.995) 34,7 34,6
2. Total expenditure TE 43,9 43,5
of which
2.1. Compensation of employees D.1 10,8 10,8
2.2. Intermediate consumption P.2 53 52
2.3. Social payments 18,3 18,3
of which Unemployment benefits 0,6 0,6
2.4. Interest expenditure (=item 2in Table 2.a.) D.41 3,5 3,3
2.5. Subsidies D.3 0,5 0,5
2.6. Gross fixed capital formation P.51g 2,1 2,3
2.7. Capital transfers D.9 1,0 0,7
2.8. Other 2,4 2,3




The tables 11 and 12 were updated, as to reflect the information included in the state budget proposal
submitted on October 15" 2018 to National Parliament, made publicly available online (link), and already
shared with DG ECFIN. As agreed with the Commission, these tables now take into account that structural
funds (PT 2020) are not to be included in the list of discretionary measures taken by General Government.

Besides, further detail is included for one-off measures, as already reported and shared with the different
national institutions.

Table 11. Amounts to be excluded from the Expenditure Benchmark

2017 2017 2018 2019
ESA Code
Level % GDP % GDP % GDP
1. Expenditure on EUprogrammes fully matched by EU 980,0 05 0.7 0.8
funds revenue
2. Cyclical unemployment benefit expenditure -121,0 -0,1 -0,2 -0,1
3. Effect of discritionary revenue measures -345,8 -0,2 0,0 -0,2
4. Revenue increases mandated by law 0,0 0,0 0,0 0,0



https://www.parlamento.pt/ActividadeParlamentar/Paginas/DetalheIniciativa.aspx?BID=43117

6. Description of Discretionary Measures Included in the Draft
Budget

All the measures announced in the table where not included in the unchanged policy scenario. For
instance, for intermediate consumption, it was considered in the unchanged policy scenario that it would

grow according to the nominal GDP.

Table 12. Discretionary Measures Taken by General Government

Table 5.a: Discretionary measures taken by General Government

Budgetary impact

Target
(Bxpenditure/ Accountin Adoption (%0G0P)
List of measures Detailed description Revenue o 9 One-off P
principle status
component)
ESA code 2019

In 2019 will not exist a State Budget for 2020, and
Tobacco tax anticipation then there will not be an antecipation of this tax as D.2. Accrual Yes To be adopted 0,0
occurs in normal years

End of mandatory payment of the End of mandatory payment of the Special Payment on
D5. Accrual No To be adopted 0,0
Special Payment on Account (CIT) Account (CIT) P
Stamp duty on credit contracts; Autonomous
Other taxes Vehicles Tax (CIT and PIT) and the New Change in D.2. Accrual No To be adopted 0,1
Excise Duty
CGD dividends Dividends D.4. Accrual No To be adopted 0,1
Banco de Portugal dividends Dividends for 2019 D4. Accrual No To be adopted 0,1
TOTAL MEASURES ON THE REVENUE SIDE 0,1
Increa.se and Update in Inclusion Social |Benefits fc.>r peopln.e w ith deficiency resulting in a D62, Accrual No To be adopted o1
Benefit degree of incapacity equal to or greater than 60%.
Savings resulting from the optimization process of
Spending Review ings resulting P P P.2+D.1+D.7 Accrual No To be adopted 0,1
public spending
Payment of Lisbon Municipality in result of Court
Lisbon Municipality Payment y. N ! Lnicipatty | Y . D.99. Accrual Yes To be adopted 0,1
Decision
Contingent Capital Facility Capital injection in Novo Banco D.9. Accrual Yes To be adopted 0,2
Compensation to BES clients Compensation as a result of BES resolution process D.99. Accrual Yes To be adopted 0,1

Increase of 10€ in pensions (or 6€) (above the law
Extraordinary increase in pensions requirments) both in social security and CGA starting D.62 Accrual No To be adopted 0,1
in January 2019

Update in interests savings - difference facing

Interest savings Stability Programe interest payments predictions D.41. Accrual No To be adopted -0,1
TOTAL MEASURES ON THE EXPENDITURE SIDE 0,3
TOTAL -0,1




7. Adequacy between Measures in the Draft Budgetary Plan and the Country Specific Recommendations
(CSR) approved by the Council

Table 13. Country Specific Recommendations

2018 Recomendations

Measures and state of play/ Description of direct relevance

Ensure that the nominal growth rate of net
primary government expenditure does not
exceed 0,7% in 2019, corresponding to an
annual structural adjustment of 0,6% of GDP.

After an annual structural adjustment of 0,9% of GDP in 2017, the Government estimates the value to be close to
0,5% of GDP this year and 0,3% of GDP in 2019. This represents an overachievement for the last two years. The
Government is committed to following a fiscal strategy that ensures it complies with the EC structural adjustments

objectives.

Use windfall gains to accelerate the reduction
of the general government debt ratio.

Since 2016, the public debt ratio has been on a decreasing trend. In last EDP notification , INE reported that,
regarding 2017, it stood at 124.8%, meaning a downward revision of 1% and a reduction of 4.5% compared to its
figure of 2016. The Government estimates that in 2022 the ratio of debt to GDP will be very close to 100%. To

achieve this objective, all windfall gains should continue to be allocated to the reduction of public debt.

Strengthen  expenditure  control, cost
effectiveness and adequate budgeting, in
particular in the health sector with a focus on

the reduction of arrears in hospitals.

With regard to the health sector, in order to ensure the medium and long term sustainability of the SNS (National
Health Service), the effort to improve efficiency has been taking place through several measures, such as:
centralized purchases (consumer goods, medicines and medical devices); agreements with suppliers to support
innovation in a financially sustainable way; centralization in the ACSS-SNS budget of funds previously subject to
the financial management of the Regional Health Administrations (ARS); or the internalization of services in the
SNS network by referral to hospitals outside the patient's area of residence and by the creation of Integrated

Diagnostic and Therapeutic Centers.

The introduction of new contractual instruments for hospitals, namely the so-called Integrated Responsibility

Centers, is also under way. Fighting health fraud has progressed advanced through the invoice’s cross-examination

10




2018 Recomendations

Measures and state of play/ Description of direct relevance

of the SNS Control and Monitoring Center, and from the monitoring and prevention effort of the Prevention and
Fraud Prevention Group. The implementation of dematerialized electronic prescriptions amounts to 99% of the
cases in SNS, which is an important indicator, also reducing the exposure of the SNS to fraud. Also underway is
the implementation of the electronic prescription of Complementary Means of Diagnosis and Therapeutics. In 2018,
fraud detection procedures have been also strengthened, namely through the use of Business Intelligence tools,
as well as the application of dematerialized prescription monitoring and cross-examination mechanisms, the
development of the dematerialization process of MCDT, witha special focus on the area of public contracting in the

health sector.

With the purpose of reducing the debt of the SNS, a capital injection plan is being implemented together with a
reinforced monitoring model of its financial performance, which has translated into the creation of a Mission
Structure for Sustainability of the Health Budget Programme. The ARS has also carried out an extensive set of
activities to permanently monitor the performance of public-private partnerships in Health, with the Ministry of Health
carrying out the evaluation of these contracts in order to guarantee the benefit to the State, in terms economy,

efficiency and effectiveness, and at the same time, the quality of service provided to the population.

In 2019, the continuation of the two lines of action developed so far is expected: i) measures to increase the
efficiency of the SNS; ii) measures to promote healthy living habits, resulting in the reduction of future costs in health

care.

Improve the financial sustainability of state-
owned enterprises, in particular by increasing

their overall netincome and by reducing debt.

It is expected that the recent improvements in the financial performance of SOEs will be maintained throughout
2019, and that by the end of the year the sector will be roughly in balance, as compared to a deficit of more than
EUR 1.5 billion in 2014.

The most relevant measures to be implemented in 2019 in order to further improve the financial performance of

state-owned enterprises are:

11




2018 Recomendations

Measures and state of play/ Description of direct relevance

e To pursue the implementation of analysis and approval of activity plans and budgets (APBs) of SOEs, as a
way of ensuring a better resource allocation, improving efficiency of public expenditure and simultaneously
ensuring a better alignment between SOEs objectives and policy priorities;

e To implement a quarterly monitoring process to assess the execution of APBs, allowing for early detection of
significant deviations and timely definition of corrective measures, as well as strengthening control of SOEs;

e To strengthen the analysis of investment plans of SOEs, combining sector priorities with investment analysis
and, hence, prioritizing and rationalizing investments;

e To pursue the reassessment of personnel and staff needs of SOEs, aiming at improving efficiency in the use
of human resources;

e To improve the capital structure of SOEs, with a particular focus on debt reduction in those SOEs that have
positive operational results but that are overloaded with high levels of historical debt;

e To pursue the liquidation of SOEs that are not economically viable, avoiding unnecessary structure costs and
a permanent drain on state funds. Alternatively, to redefine their mission and/or resources, ensuring economic

viability of the new (restructured) SOEs.

Under the state-owned enterprises reform Action Plan, several initiatives to improve the monitoring of state-owned
enterprises are being implemented, in particular the level of compliance with the measures set under their budgetary
plans. Over the last years, the measures to control expenditure and manage debt of state-owned enterprises
established under the budgetary plans have contributed significantly to improve their economic and business
performance. The 2019 Draft Budgetary Plan together with the state-owned enterprises reform Action Plan will

further contribute to the ultimate aim of improving the financial sustainability of state-owned enterprises.
Health Sector

With regard to the health sector, it should be noted that the effort to improve efficiency has been delivered through

several measures, such as centralized purchases (consumer goods, medicines and medical devices); agreements

12




2018 Recomendations

Measures and state of play/ Description of direct relevance

with suppliers to support innovation in a financially sustainable way; the introduction (on-going) of new hospitals
contracting instruments, namely the so-called Integrated Responsibility Centers or the fight against fraud. In
particular, the implementation of dematerialized electronic prescriptions amounts to 99% of the cases, reducing
SNS'’s exposure to fraud, and the electronic prescription of Complementary Diagnostic and Therapeutic Means is
also underway. Fraud detection procedures have also been strengthened, as have the application of dematerialized

prescription monitoring mechanisms and a special focus on public procurement in the health Sector.

With the purpose of reducing the debt of the SNS, a capital injection plan is being implemented together with a
reinforced monitoring model of its financial performance through the creation of a Mission Structure for Sustainability
of the Health Budget Programme. The ARS has also carried out an extensive set of activities to permanently monitor
the performance of public-private partnerships in Health, and the Ministry of Health has to carry out the evaluation
of these contracts in order to guarantee the benefit to the State, in terms economy, efficiency and effectiveness,

and at the same time, the quality of service provided to the population.
In 2019, it is foreseen the continuous improvement of the efficiency of the NHS, emphasizing, among others:

e Implementation of the NHS capital Dase Enhancement Plan and monitoring of its financial performance
through the Mission's Framework for Sustainability of the Health Budget Programme, established in 2018;

e Maintenance of budgetary measures related to the reduction of SNS debts to suppliers;

e Monitoring the performance of Public-Private Partnerships in Health, in order to guarantee the benefit to the
State, in terms of economy, effectiveness and efficiency, and guarantee the quality of the service provided;

e  Systematic review of agreements, subcontracts and conventions with a view to reviewing their usefulness and
market conditions;

e Review of the conventions for the realization of MCDT and other subcontracts;

e Centralization in the ACSS and SPMS of negotiation processes, acquisition of goods and services and

integrated management of contracts with entities external to the SNS;

13




2018 Recomendations

Measures and state of play/ Description of direct relevance

e  Progressive reduction of supplies of external services, in particular with regard to human resources;

e Deepening contractual arrangements between the ACSS and health care providers, introducing a higher level
of demand and accountability associated with performance;

e Introduction of monitoring and control mechanisms with the aim of improving the overall efficiency levels of
the system aiming at eliminating productivity differentials between the SNS units;

e Continuity in the creation of autonomous high performance units of management (Centers of Integrated
Responsibility) and reinforcement of mechanisms of transparency and audit;

e Shared management of resources between units that integrate the SNS through affiliation mechanisms in view
of the progressive activity internalization and efficiency gains through a greater profitability of the installed
capacity;

¢ Reinforcement and implementation of new care responses focused on proximity and in communities such as

telehealth, healthcare integration projects or home hospitalization.
Water Sector

As stated in previous reports, a key issue for the financial sustainability of the state-owned enterprises is the correct
recognition of the debts of customers and suppliers. Therefore, the 2019 Draft Budgetary Plan maintains a specific
provision on the municipal debt to the AdP Group, adjusted to include all the operators and not only municipalities,

and to allow debtors to offer real guarantees.

The AdP Group signed in September 2017 a contract with the European Investment Bank (EIB), with a total amount
of EUR 220 million, with no Portuguese state guarantee, thereby assuring the financing of its 25-year Investment
Plan. In addition to this amount, there is a credit line of up to EUR 200 million, which may be deployed by the EIB
for the acquisition of debts owed by the municipal clients of AdP Group. To fully operationalize the settlement of the
debts owed by the operators, a Decree-law will be approved in the short term to establish the necessary procedures

and relevant requirements.
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As regards to the direct relevance of the measures, some figures of the 2017 Annual Report and Accounts of the
AdP Group should be highlighted:

e The Group EBITDA (adjusted) came in with an appreciation of around EUR 10 million, driven by the turnover
growth (EUR 17 million) and in the reduction of external supplies and services (EUR - 3 million), partially offset
by the rise in human resource costs (EUR + 5 million), other net operational expenditure (EUR 4 million) and
the costs of goods sold and materials consumed (EUR + 1 million).

e The decrease in net financial debt by every AdP Group companies which provides water supply and sanitation
services that, in consolidated terms, amounted to a reduction of EUR 135 million.

e The centralised procurement, amounting to EUR 86 million and providing direct and indirect savings to the
group of EUR 11 million.

e The optimisation of treasury and financial management which allowed a reduction in gross debt and over 10%
reduction in financial costs.

e The consolidation of Group operations that has allowed a very favourable trend in deviation in the recovery of
costs that, in 2017, attained the sum of EUR 13 million, which represents a fall of EUR 24 million on 2016.

e The netfinancial year result was EUR 89 million, which reflects a year-on-year improvement of EUR 18 million.

Stripping out the deviation in the recovery of costs, the net 2017 result reached EUR 79 million.

Transport Sector

With regard to the companies IP - Infraestruturas de Portugal and CP - Comboios de Portugal, it is important to
highlight the debt reduction trajectory, which has been accompanied by an effort by the Government, as a
shareholder, to capitalize these companies. In addition, it should also be noted that there has been a positive trend
in relation to the increasing net income of those companies, which are no longer with operatinal deficits. This path

of greater performance, efficiency and sustainability has been achieved through the increase of market revenues,
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the contractualisation of State compensation as a counterpart of public service obligations and, finally, through a

greater efficiency of the operational cost structure.

Also, in 2018 it was possible to establish Public Service Contracts with Metro do Porto and STCP, and the Public
Service Contracts with Metro de Lishoa and TT / SL are expected to be concluded by 2019. These contracts allow
the settlement of the imbalances in the accounts of public transport companies resulting from a set of obligations
that are not properly compensated. The payment of these obligations will have, in budgetary terms, a zero impact
which results from the fact that they are reclassified companies whose negative results have an effect similar to the
possible cost that will allow the operational balance of the company. The operational improvement of the companies

will continue to be monitored through management contracts and the activities and budgets plans.

Promote an environment conducive to hiring
on open-ended contracts, including by
reviewing the legal framework in consultation

with social partners.

Considering the current pattern of recovery of the labour market, and despite the fact that we have been observing
a tendency of growth of permanent contracts, Portugal continues to present high levels of labour market
segmentation, with an incidence of non-permanent contracts above European average which is disproportionately
high considering young workers. This reality puts at risk equity and social cohesion, and in parallel has implications

on productivity and on public expenditure.

The valorisation attributed to work and human capital investment are essential factors towards a socially sustainable
economic development and a critical condition for Portugal’s competitiveness. For this reason, the Government has
selected as political priorities to tackle labour market precariousness and to reduce its excessive segmentation. In

this framework a set of measures has been adopted:

e An evaluation of active labour market policies (ALMPs) was carried out which led to changes in the rules and
criteria underlying hiring incentives and subsidized traineeships. These changes have strengthened the
targeting and proportionality of these measures, reinforcing its role in the creation of effective, qualified and

sustainable employment;
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e In the context of the reorientation of ALMPs, a new measure was launched — «Contrato-Emprego» - a hiring
incentive with a strong focus on permanent contracts, and a bonus support was created - «Prémio Emprego»
- which aims to promote the conversion of traineeship contracts into permanent contracts. These measures
are directly targetted towards the creation of sustainable and durable employment, contributing, in this manner,
to the reduction of the excessive levels of segmentation of the Portuguese labour market;

e In the context of strengthening the inspection of compliance with labour laws, as a means towards reducing
abusive and illegal use of temporary contracts and other atypical forms of work, the human resources allocated
to the Labour Inspection Authority (“Autoridade para as Condi¢des do Trabalho”) were reinforced and better
conditions were put into place to foster a more proficuous articulation between this institution and both Social
Security and the Tax Authority;

e The law that establishes the mechanisms to fight the misuse of self-employment contracts was revised in order
to enlarge the coverage of these mechanisms to other forms of work, namely undeclared work such as false
internships and false volunteer work (Law nr55/2017, of 17 july);

e A new programme was launched towards the extraordinary regularization of precarious employment contracts
in civil service (PREVPAP), with the view of tackling segmentation and precarious work in the labour market,
in particular within public institutions. We consider public service should serve as the prime example of non-

precarious-work.

In 2018, the new approach to ALMPs continued to be pursued while at the same time a broader agenda was
implemented to address precarious work and foster greater balance in labour relations through more dynamism in
collective bargaining and reducing the misuse of temporary contracts, bogus self-employment and other atypical
forms of labour, supported by measures to strengthen labour market regulation.In this context, it should also be
highlighted that, following the update of the Green Book on Labour Relations and an extensive discussion process

with the social partners, an agreement with the social partners was signed in june 2018 concerning the need to
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address the issues of precariousness and labour market segmentation as well as the goal of recovering the
dynamism of collective bargaining.

This agreement led to the approval by the Council of Ministers of the Action Plan to tackle Precariousness and
Promote Collective Bargaining (Resolution of the Council of Ministers nr72/2018 of the 6 of june) which includes,
among other topics, amendments to the Labour Code (already approved in general terms by the parliament) which
intend to limit the legal possibilities of making use of temporary contracts, while at the same time promoting open-

ended contracts and guaranteeing better access to social protection by precarious workers.

In order to effectively tackle the issue of precarious work the agreement foresees the strengthening of the capacity
of the Inspection Authority for working conditions, additional to the one operated in 2017 (external tender for 80
labour inspectors) and to the approval in parliament of legislative initiatives that transferred back to the Labour
Authorities responsibilities related to health and security at work (civil servants) and enlarged the coverage of
special mechanisms of recognition of employment contracts to undeclared work. In 2018, technical work continued
to put into place the interconnectivity of data between the labour inspectorate and Social Security and the Tax

authorities.

In parallel, the Government and the majority of the social partners agreed to strengthen the role of labour
administration in the context of mediation and conciliation, with additional human resources allocated to the
Directorate-General of Employment and Working Relations (DGERT), and also agreed with new measures towards
the simplification and modernization of communication procedures related to employment contracts.

In 2019, keeping on with the work described above, the aim is to fulfil the commitments that were assumed in the
Government Programme, the agreement reached with the social partners and well as the measures prioritized in
the National Reform Programme, namely:

e Implement the measure «Contrato-Geragao» which is based on incentives towards the permanent hiring of

young unemployed or seeking their first employment and long-term unemployed;
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e Continue to pursue the agenda of tackling precariousness and promoting a greater balance in labour relations,
by renewing the efforts to promote greater dynamism in collective bargaining and reducing the excessive use

of temporary contracts, bogus self-employment and other atypical forms of work;

e Implement, in this context, a temporary financial support towards the conversion of temporary employment

contracts in open-ended contracts.

Considering the above, the Government preserves its focus and agenda of fostering quality employment and to
fight diverse forms of labour precariousness within a framework of greater dynamism in social dialogue at all levels
— from consultation and dialogue with the social partners to collective bargaining. Equally relevant is the focus on
an improved articulation between the public employment service and employers in order to identify and promote
employment opportunities through new approaches to activation policies, recovering the original intention of these

measures and contributing to more sustainable integrations in the labour market.

the adult
by
strengthening and broadening the coverage
the

Increase the skills level of

population, including digital literacy,

of training component in adult

qualification programmes.

The re-launch of adult education and training policies is essential in responding to the persistent qualification deficits
in Portugal, particularly in working-age adults, and decisive in overcoming the country's structural bottlenecks, in
particular in increasing productivity and competitiveness levels, and therefore being one of the Government's
priorities. In this context, and following the work carried out in recent years, it is a priority to continue the Qualifica
Programme and the Portugal INCoDe2030 Initiative, as well as implementing the National Adult Literacy Plan, in
order to continue to address its low qualifications, thereby reducing the persistence of the difficulties of returning to

the labor market, by better adjusting to the needs of the labor market and by re-launching qualifying training paths.

Between 2016 and 2018, the foundations of the Qualifica Programme were launched, through the expansion and
consolidation of the Qualifica Centers network, specializing in adult education and training, reaching the goal of 300
centers enrolled in the National Reform Programme. Additionally, the development of the national system of
vocational education and training credits was launched, in line with the modular structure of the National

Qualifications Catalog, and the Passporte Qualifica has been created, allowing not only the obtained qualifications
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registration (in a curriculum logic or passbook), but also to identify missing skills to complete a given qualification

pathway.

The Qualifica Portal was also created - a digital platform that aims to be a gateway to the Qualifica Programme -
and the process of mobilization and involvement of local partners, professional insertion offices, municipalities and
parishes, business associations and companies, social and local partners initiatives was consolidated in order to
develop strategies to stimulate the activity of the Centers Qualify and stabilize the mechanisms of counseling,
guidance and referral of adults. Within this framework, in the first 20 months of execution, the Qualifica Programme
reached close to 230 thousand registrations, resulting in more than 186 thousand referrals for training offers and

recognition, validation and certification of competencies.
In 2019, the Government intends to:

e Enhance the current capacity of the existing network of Qualifica Centers, through the development of
strategies to stimulate its activity and launch a new call for the creation of Centers, taking into account the
need for readjustment of the network;

e Launch a new national campaign to publicize the Qualifica Programme;

e Consolidate the mobilization and involvement of local partners (vocational schools, vocational training centers
of the public employment service (IEFP, I.P.), vocational integration offices, municipalities and parishes,
business associations and enterprises, social partners, local initiatives);

e To consolidate the system of recognition, validation and certification of competences (RVCC) both scholar and
professional, reinforcing the professional RVCC;

e Fully implement adult counseling, guidance and referral mechanisms through the Qualification Centers;

e Continue to improve the instruments of the SIGO system, in particular in the scope of the new functionalities
related to the professional RVCC, as well as the integration with the Qualifica Passport and connection to the

Europass;
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e Launch the initiative Qualifica AP, in order to respond to the qualification needs of human resources in Public
Administration bodies and services, through the creation of Qualifica AP Centers and the establishment of

protocols with existing Qualifica Centers.

As an additional effort to raise the qualifications of the Portuguese population, the Government will further develop
and initiate the implementation of the National Adult Literacy Plan in order to combat illiteracy and develop basic

reading and writing skills in adults.

In what concerns to the reinforcement of digital competences, the National Digital Competencies Initiative €.2030 -
Portugal INCoDe.2030 was created, for a generalization of digital literacy with a view to the full exercise of
citizenship and inclusion, the encouragement of employability and training and professional specialization in
technologies and digital applications and for the promotion of job qualification.

In order to comply with the vocational training of the active population goal, endowing it with the necessary
knowledge to take an active role in a labour market that increasingly depends on digital skills, the offer of
Professional Technical Courses in this area has been reinforced, as well as graduate and post-graduate training of

a professional nature.
In 2019, a set of specific actions will be carried out, namely:

e Continue to provide ICT (Information and Communicaton Technologies) training through the SWitCH
Programme (including internships in companies), aimed at people already in active life, as part of the retraining
of graduates in other areas;

e To reinforce and improve the training offer in the area of digital competences in the specific context of Public
Administration, namely through the projects "Infoexclusédo zero" and "AP Digital 4.0";

e Increase the number of students in TeSP (Professional Technical Superior Courses ) courses in the areas of

ICET(Information, Communication and Electronic Technologies ) and the expansion of courses in PBL
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(Problem Based Learning ) methodologies and the launch of TeSP in the new one-year modality for
reconversion and/or lifelong training of assets in collaboration with companies;
e Increase the number of graduates in the STEM (Science, Technology, Engineering and Mathematic) areas (or

equivalent competencies) for ICT areas;

e  Encourage the launching of non-degree masters and postgraduates in the digital area, between polytechnic,

universities and companies.

Improve higher education uptake, namely in

science and technology fields.

The extension and continuous democratization of higher education in a context of greater social inclusion, along
with promotion of students’ success rate and employment rates of graduates, are guidelines that will be followed in
2019. The commitment to reach 40% of graduates, between the ages of 30 and 34, in 2020 demands concrete
actions not only to enlarge the social basis of higher education and to qualify for training (doctoral and postdoctoral

level), but also to promote and value scientific activity, and attract highly qualified human resources.

In this sense, some measures should be highlighted: the reinforcement of the allocation of scholarships framed by
changes in the regulation, aiming to reduce the time for decision of applications and improving the forms of
contracting and renewal; the signing of a protocol between DGES (Acronym of the Portuguese Directorate General
responsible for higher education) and the Tax and Customs Administration, in order to reduce bureaucracy and
simplify the application process to social support; the consolidation, under the + Superior Programme, of the
allocation of mobility grants as an incentive to attend public higher education in regions of the country with lower
demographic pressure; the call for projects for financing of TESP courses and the change in rules for the creation
of networks between polytechnic institutes and schools providing vocational secondary education courses; the
encouragement and increase of access rates to higher education from students coming from secondary vocational
pathways, of young people and adults over the age of reference (over 23 years old) and the admission in regions
of low population density; the increase of vacancies in public higher education, particularly in strategic areas such
as Information Technology, Communication and Electronics and Physics applied to Health; the reinforcement of

social support for students with disabilities, in particular through free of attendance at higher education for students
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with disabilities equal to 60%, through the allocation of scholarships corresponding to the amount of fees actually

paid, among others.
In 2019, the following measures will be pursued:

e To value access to higher education by diversifying and specializing different initial and post-graduate offer
profiles, as well as attracting adult and foreign students and addressing to the growing challenges of
stimulating territorial cohesion through knowledge and the role of higher education in inclusive development
of the territory. It includes the decentralization evolution of the access to higher education beyond the main
urban centres and the progressive and continuous reinforcement of the Higher Education Programme (+
Superior programme), stimulating higher education in low population density regions;

e Strengthening social support, namely through the increased funding for direct social school action, the
improvement of response times through the extension of the bureaucratic process of granting scholarships to
first-time students in higher education, as well as the encouragement of social inclusion of minorities and
disabled citizens within scientific institutions and universities (namely through the maintenance of the free
access to university for students with 60% or more of disability, offering scholarships amounting to the value
of the tuition fee);

e  Stimulating the access to higher education of students from vocational training secondary education, including
through TeSP, the promotion of cooperation between polytechnic higher education institutions and the
networks of vocational schools in the regions in which they operate;

e Strengthening support for the re-qualification and construction of student residences, by promoting the
necessary means the implementation of the intervention plan for the residences of students of higher
education, as laid down in Law no. 36/2018, of July 24;

e To implement an integrated management system of the course of the student of higher education in Portugal,
Student ID, aiming to reduce bureaucracy of procedures and providing the monitoring of its results, namely in

the areas of social action and educational success;

23




2018 Recomendations

Measures and state of play/ Description of direct relevance

e To support training in digital skills, through Portugal INCoDe.2030 Initiative, in a collective effort of higher
education institutions in collaboration with the private sector to respond to the shortage of professionals with
training in information and communication technologies.

e To follow the actions of institutions aimed at promoting school success, in the context of the study on
"Measures to Promote School Success in Higher Education Institutions", encouraging the adoption of new
forms of teaching and learning, with emphasis on methodologies aimed at solving problems and stimulating
the relationship with the productive fabric.

e To strengthen the attractiveness of adult and foreign students, responding to the growing challenges of better
positioning Portugal in the world, also based on the new legal regime, revised in 2018;

e  Strengthening modernization and enhancement of polytechnic education, to stimulate the development of the
competences and specificities of each public polytechnic in the territorial, economic and social context in which
it is placed, and in the support of research and development activities based on practice and oriented towards
the improvement and professional specialization;

e Value the short courses of superior scope to offer in the polytechnic education (ie, "Professional Technical
Higher Education"), reinforcing the impact of institutes and polytechnic schools in society and the Portuguese

economy.

Increase the efficiency of insolvency and
recovery proceedings and reduce
impediments to the secondary market for non-
performing loans.

In legal, judicial and fiscal terms, it is important to facilitate the restructuring of companies in a timely manner,
preventing the continuation of companies that are not economically and financially viable and speeding up

insolvency proceedings.

In this context, an economic justice programme shall be consolidated in order to contribute to the improvement of
the companies and citizens’ economic activity, in particular by streamlining the enforcement action and enhancing

the efficiency of the courts of commerce in conjunction with the Programme “Capitalizar”.
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Corporate restructuring processes are also targeted by the operationalization of new financial instruments. In this
context, new financing lines will be made available to the Portuguese economy, namely to companies that have

recently restructured their debt and face high costs of bank financing.

The reform of the insolvency law, governed by the Decree-Law 79/2017, of 30 June, has restricted the access of
the special revitalization procedure to non-insolvent companies. It directs them to the insolvency procedure, where
the amendments that were introduced provide for greater celerity in the verification and credit recovery stages and
greater transparency in the liquidation, through the introduction of the rule on electronic auctions - the two phases

diagnosed as more problematic in the insolvency procedure.

A set of legal and technological measures is being prepared that shall facilitate the transmission of credit portfolios
and their recognition in judicial proceedings. Among the measures envisaged are: the creation of a one-stop shop
of the Tax and Social Security Authorities, for the coordinated management of public credits and participation in
restructuring processes, and the granting of stimulus, namely of a fiscal nature, to the diversification of instruments

investment in SMEs.

Improve access to finance for businesses.

In execution since 2016, the Capitalizar Programme aims to: i) improve the access conditions for financing of small
and medium-sized enterprises, with a more diversified supply of financing instruments; (ii) strengthen the financial
autonomy of companies by stimulating taxation on equity financing; and (iii) boost the regeneration of economically
viable enterprises by promoting preventive action at an early stage using new recovery instruments. For this, a set
of measures was designed through which it intends to act in the following strategic domains: Leverage of Financing
and Investment; Taxation; Business Restructuring; Administrative Simplification and Systemic Framework; and,

lastly, stimulating the Capital Market.

The continued implementation of the Capitalize Programme in 2019 will also entail the following efforts:
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Continued dynamization of the financial instruments available to the economy and acceleration of new
instruments in the conceptualization stage, the stimulation of the Portuguese venture capital market and
support to export companies in order to optimize their potential value, to reach the recipients for which they
were designed and thus maintain the current business investment recovery;

Operationalization of new financial instruments in the scope of corporate restructuring, through the provision
to the Portuguese economy of funds (new money, providing better funding conditions obtained from
international financial institutions), namely companies that have recently restructured their debt and face high
bank financing costs;

Launch of a financing line to promote the implementation of reverse capital operations, ie the acquisition of
SME holdings convertible in the medium term into loans once the business objectives initially defined by SMEs
have been met; and SIMFE as an investment vehicle, which should be in the stock exchange, thus allowing
SMESs to access the capital market without loss of full control of the company;

Implementation of an articulated management mechanism of public credits, through the establishment of a
single point of contact - Single Desk - between the Tax Authority and Social Security to participate in a
coordinated way in business restructuring processes, with a view to their effectiveness;

Launching and dissemination of the Early Warning Mechanism, providing a tool to support decision making
and anticipation of business intervention, through which managers are given an easy-to-read analysis and
practical suggestions for action on the economic and financial situation of your company;

Consolidation and implementation of the widening of the mandate of IFD functions through wholesale
intermediary operations in the financing of commercial banking (on-lending and arrangement operations),
implementation and management of financial instruments financed by other European support programs (eg
COSME) and the use of other sources of funding to carry out their tasks (eg EIB, European Strategic
Investment Fund - FEIE);
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o Implementation of the restructuring of financial entities within the scope of the Ministry of Economy, which act
as facilitators of access to credit and capital by companies, ensuring greater efficiency and coherence of public

performance in this area through the optimization of the instruments available

In addition to the Capitalizar Programme, there is also a vast set of entrepreneurship financing measures to be
highlighted: the 200M Fund, launched in 2018 - a new venture capital solution in co-investment with international
funds - aims at attracting new domestic and foreign investors and supporting the constitution or capitalization of
companies, with a new management model in the seed, startup, and later stage ventures (series A and B). The
Business Angels Vehicle Financing Line and the Venture Capital Funding, launched in 2017, will also be continued
when the Start Up Portugal Programme is implemented. Also noteworthy is the continuity in the availability of the
EUR 2700 million of the Capitalizar Lines, divided by a group of financial instruments directed mainly to SMEs as

well as the Venture Capital Fund made available by Portugal Venture with a provision of EUR 10.8 million.

The Seed Programme was also launched in 2017 to support individual investors who decide to enter the capital of
innovative startups by creating a more favorable tax regime and favoring the creation and growth of entrepreneurial
entrepreneurship and innovation projects. This incentive is implemented through tax deductions that correspond to
25% of the annual amount invested with the limit of 40% of the collection of PIT, and is still deductible in the two
subsequent tax periods to the part that, due to insufficient collection, is not deducted (for amounts of minimum
investment of EUR 10 thousand and maximum of EUR 100 thousand ). This incentive was supplemented in 2018
by a tax exemption measure on PIT for startups wishing to pay part of the remuneration in equity. These incentives

will be maintained in 2019.

In the framework of StartUp Portugal, Startup Voucher was also created to support entrepreneurial projects in the
idea phase through the award of grants, with the objective of supporting the creation of startups (EUR 10 millions).

Following the selection process for business incubators, “Vale Incuba¢&o” was launched with the support of Portugal

27




2018 Recomendations

Measures and state of play/ Description of direct relevance

2020 for startups that want to acquire services (namely management, marketing, legal advice, product development

and financial services).

It is also important to mention the support given in the area of Tourism. The following measures to help finance

business were taken under the Tourism Strategy 2027:

e  Promotion of Financial Instruments for Tourism, enhancing the application of new forms of financing to tourism,
with a special focus on promoting the requalification of the offer, valorization of the territory and regional
products and the development of opportunities in the interior of the country. From the planned financing
instruments, we highlight the reinforcement of EUR 120 million to the “Qualificagdo da Oferta” Line, the
creation of the mutual guarantee line “Capitalizar Turismo” with the amount of EUR 120 million, the new PME
Conjuntas bond fund, new tourism-specific risk capital instruments, a new Tourism and Cinema Support Fund
with EUR 50 million of capital to attract major international events and film productions and boost the Real
Estate Investment Fund with EUR 25 million in territories of the Interior;

e  The continuity of the Valorizar Programme to support investment and stimulate tourism in the interior territories.
Same goes for the line of support for Sustainability in Tourism to support projects for efficient management of

resources, flows and demand.

Reduce

the administrative burden by

shortening procedural deadlines, using more

tacit approval and reducing document

submission requirements

Efforts to simplify administrative management of Public Administration services have been cross-cutting across all
sectors of activity, a priority which has been evident in the relaunch of the SIMPLEX + programme, but also in a

wide range of procedures implemented in order to reduce the excessive demands and beurocracy in the system.

On this Simplex programme, Simplex+ 2018, there are measures organized by life stages: birth, health, education,
vehicles, work, enterprises, home, family, retirement and death. To these are added three transversal stages in
which is possible to find measures concerning leisure, throughout life and a more efficient Public Administration. It
includes legislative and administrative simplifications, which contribute to improve the quality of the services,

particularly the service to citizens and entrepreneurs. These measures aim to achieve a greater and better
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intercommunication and interconexion between services and informations systems to deepen the “only-once”
principle. Example: 1. Procedure Harmonization (Harmonizagdo de Procedimentos), which will change the
procedural rules in order to shorten the approval periods; 2. Licencing Made Simpler (Licenciamentos + Simples),
which will reduce the license period from years, to 60 days, with tacit approval; 3 — Once-Only Audited Events
(Eventos fiscalizados uma s6 vez), which will reduce the number of auditing entities in an event due to the previous
joint planning. 4 - Portugal 2020 — Only Once (Portugal 2020 uma so6 vez), Simplify and prefilled the information
requested for beneficiaries of Portugal 2020 Programs on VAT framework in the taxpayer’s registry and data

contained in the Simplified Business Information (IES).

In the Real Estate and Construction sector, the Public Works Contractor's Permit (allows the confirmation of the
ownership of a contractor's permit for public works by the adjudicating entity through consultation of the database
of construction companies, included on the IMPIC - Institut for Public, Real Estate and Construction Markets, making
public procurement processes faster, safer and simpler) as well as the publication on the portal - and at the service
stations - of the average term for issuing licenses and permits in the IMPIC. Also the creation of the Public Real
Estate Portal, an electronic platform that allows to bureaucratize the requests for installation of the public services

or organisms, serving as interface and point of contact between the State and potential investors

In Justice, the "Justica mais Proxima" Plan, announced in 2016 and focused on improving the efficiency of the
Judiciary System and the relationship with the Citizen; and the "Tribunal +" project based on a new model of service,
administrative simplification of the secretariat and optimization of all the tasks carried out by the Officers of Justice.
The increased efficiency of the administrative services has made it possible to speed up the recovery of procedural
delays, contributing to lower average deadlines for resolving shorter procedures, faster justice and better service to
the citizen.

In Education, the progressive debureaucratization of the scholarship award process with increasingly simplified and
automatic renewal procedures (SIMPLEX + measure) and the increase in the interoperability of financial and fiscal

data of the student and his / her household.
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The priority of reorganizing Public Administration services is also maintained, extending the proximity services
network through the opening of new One-Stop-Shops and Citizen's Spaces and the extension of the services
rendered in these services. Among the public services that contribute to the increase of accessibility and proximity,
special reference to the opening of "Espaco Empresa". This project aims to create a network of unique points of
service to companies, with services available either through physical presence, in a logic of proximity and
personalized service, or through online and telephone channels. The multi-channel service network will allow the
monitoring of the entrepreneur throughout the life cycle of his investment, and the City Councils play a crucial role
in the development and operationalization processes, both in terms of the physical expansion of the network, (since
the face-to-face service points will function in municipal infrastructures) and with regard to the quality of the service

provided (synergies with existing investment support structures in many municipalities).

Finally, it is worth highlighting the review of the Public Procurement Code, which came into force on January 1,
2018, facilitating contracting simplification processes, promoting more flexible and transparent public contracting
mechanisms and giving a boost to the promotion of innovation in the context of public purchases. During 2017, after
the approval of the diploma, clarification sessions were held with the main agents, and soft law mechanisms were
being developed to enhance the benefits resulting from the changes introduced to the Public Contracts Code.
Among others, the CCP envisages the creation of a new contractual procedure - the innovation partnership - whose
objective is to carry out research activities and the development of innovative goods, services or works, with a view
to their subsequent acquisition by the Public Administration. There will also be invitations to tender for the purchase
of innovative products and services by the Public Administration which, in compliance with applicable Community
regulations, will promote the development and subsequent supply of technology-based startups. In addition, the
exemption of the Public Procurement Code for the acquisition of goods and services for R&D up to the European
thresholds (Decree-Law no. 60/2018, of 3 August) will be continued in 2019, establishing rules simpler for
procurement processes of goods and services for the pursuit of R&D activities and positioning Portugal in the
European leadership of public policies to support research and innovation.
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Remove persistent regulatory restrictions by
ensuring a proper implementation of the

framework law for  highly

professions.

regulated

In a joint effort between the Directorate General for Employment and Labor Relations (DGERT) and the Agency for
Administrative Modernization (AMA), I.P. a new site (https://Inkd.infgmWaCym) was launched on December 28,

2017 at the entrepreneur's desk regarding the recognition of professional qualifications. This will make available
information on regulated professions in Portugal and on the procedures for the recognition of professional
qualifications under Directive 2005/36/EC. A new system of coordination between the coordinating entity (DGERT)

and the various authorities with competence over the regulated professions is also being drawn up.

Under Directive 2006/123/EC (on services in the internal market), it should be mentioned a study carried out by the
Competition Authority on potential restrictions on the access to and exercise of a set of regulated professions, where
the degrees of constraint in each profession were evaluated and the underlying public interest motivations

considered.

The study was carried out in phases and through an inter-ministerial coordination process. In July 2018, the
conclusions and recommendations of the study were presented (covering the lawyer, notary, solicitor, court official,
enforcement agent, technical engineer, certified accountant and pharmacist professions). At this time, this study is

being considered, in order to determine its implementation and respective measure.

The conclusions of the AdC / OECD Project were presented on 6 July 2018 at a joint public event, with the OECD
presenting its report containing a set of pro-competitive recommendations entitled "OECD Competitive Impact

Assessments: Portugal” (http://www.oecd.org/daf/competition/portugal-project-of-valuation-competition.htm), and

the AdC presented the strategic lines of its "Plan of Action for Legislative and Regulatory Reform", adopted following
OECD recommendations, containing proposals for pro-competitive legislative and regulatory reform that represent
benefits estimated at around of EUR 380 milion per year for the Portuguese economy
(http://www.concorrencia.pt/vPT/Noticias_Eventos/Comunicados/Paginas/Comunicado_AdC_201809.aspx).

Since July 6, 2018, the AdC has been taking steps to implement its Action Plan, which aim to promote and monitor

the implementation of the necessary pro-competitive legislative and regulatory reforms in the two sectors evaluated,
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2018 Recomendations

Measures and state of play/ Description of direct relevance

with the public decision-maker, seeking to contribute to the promotion of productivity and competitiveness of the
sectors in the Portuguese economy.

Also at the beginning of July 2018, the AdC adopted and published its "Guidelines for the Evaluation of the Impact
of Public Policies" (http://www.concorrencia.pt/vVPT/Estudos e Publicacoes/Linhas_Orientacao /Paginas/Learn-of-

Evaluation-of-Application-of-Primary-Policies-Public_Basics.aspx).

Increase the efficiency of administrative
courts, inter alia by decreasing the length of
proceedings.

To ensure that Justice is close to citizens and that there is quality in the public service provided, by facilitating the
access to information, increasing transparency, communication, strengthening the proximity to the users of the
justice services and enhancing the quality of services provided, are objectives that have been achieved.

The commitment to improve the Administrative and Tax Courts’ capacity to respond remained in 2017, with the
opening of more judges’ vacancies in these courts, as well as the implementation of a one-stop shop in the
administrative and tax courts and the introduction of digital processing as a preferential processing practise. Efforts
were also made to strengthen the measures to decongest the courts, and in particular to strengthen not only the
judicature, through the opening of vacancies for the judiciary and for the public prosecutors, but also the court
officials’ board of staff. Taking into account that we are dealing with an indicator that benefits from the overall
measures implemented in the justice sector, it is worth mentioning the reduction of the disposition time in 142 days.
In addition, it should also be highlighted the work carried out under the Simplex + programme, for the implementation
and promotion of a national network of consumer arbitration in order to promote the out-of-court settlement in
consumer disputes, thus allowing the many conflicts between companies and consumers to be resolved outside

the judicial courts, quickly and essentially free of charge.

In 2019, the analysis and monitoring of the design of the judicial organization will continue, with adjustments in the
organisational structure of the judicial and administrative and tax courts in accordance with the monitoring and

evaluation carried out to ensure the effectiveness of the response and the sustainability of the procedural pendency.
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2018 Recomendations

Measures and state of play/ Description of direct relevance

The Government shall continue to implement measures such as the creation of the Platform for Digital Justice
Services on the Internet; the introduction of information mechanisms for the user, in particular in the summons and
notifications, where the expected average duration of the procedure shall be indicated; and the implementation of
the Tribunal + model in the customer service dimension with the creation of a centralized front office that shall
facilitate the access to information in the Court and offer a more friendly environment for the users and professionals
of the sector. This project is multiannual, and the first stage of intervention is expected to be completed in 2018, in
the 23 counties. A quality assessment on the system of access to the law will also be promoted, with the

implementation of measures able to eliminate constraints and to guarantee a more effective access to the law.

Last but not least, the implementation of the requalification measures included in the Multi-Year Strategic Plan for
the Requalification and Modernization of the Courts’ Network will begin, to be implemented through the Law on the

Programming of Investments in Justice Infrastructures and Equipment.

The Government shall also implement a number of legislative measures to reform the administrative and tax justice,
designed to promote efficiency, celerity and the removal of red tape in the organization and operation of the

administrative and tax jurisdiction.

To this end, teams of magistrates shall be set up to recover the pendency; changes will be made to the judicial
organization through the specialization, related to the subject-matter, of the first instance courts, and the
mechanisms for the administration and management of the courts shall be strengthened, in particular through the
establishment of the system on the organization and functioning of the High Council of the Administrative and Tax
Courts. Lastly, the administrative and tax procedural diplomas shall be amended in order to promote simplification

and procedural aggregation.
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Table 14. Targets Set by the Union’s Strategy for Growth and Jobs

National 2020 headline targets

Measures

Targets (state
of play 2017)

Employment rate target: 75%

To achieve this target, the Portuguese Government is putting in place a comprehensive strategy which

integrates different sectorial policy measures, such as education, Social Security and employment, namely:

New framework for active labour market policy measures, promoting permanent contracts

Exceptional support to employment, following rise in Minimum Wage;

Update the minimum wage;

Insure early identification of Young NEET through the reinforcement of the Public Employment Service
and through Informative Campaigning (Youth Guarantee Programme)

Implementation of the “Scientific Employment Programme”

Development of a one-stop-shop for employment and of individual coaching during job-search activities.
Contract-Generation Programme

Qualifica Programme, to improve the qualification of adult population

For further information, please refer to the National Reform Programme.

73,4%

Research and development target: 2.7%-
3.3% of GDP

To achieve this target, the Portuguese Government is putting in place a comprehensive strategy which

integrates different sectorial policy measures, such as science and higher education, economy and education,

namely:

Development of R&D in all areas of knowledge through the promotion of mobilizing agendas for S&T;
Implementation of the “Scientific Employment Programme”

Internationalization and capacitation of scientific and technological equipment and infrastructures;
Industry 4.0

Interface Programme

For further information, please refer to the National Reform Programme.

1,33%
(provisional
data)
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National 2020 headline targets

Measures

Targets (state
of play 2017)

Greenhouse gas emissions target: -1%
(compared with 2005 emissions)

To achieve this target, the Portuguese Government is putting in place a comprehensive strategy which
integrates different sectorial policy measures, such as environment, urban transport, urban rehabilitation and
energy, namely:

e Expediting the transition to a circular economy

e Efficient House Programme;

e Ecological Public Procurement;

e  Energy efficiency in Public Administration;

e Expansion of Lisbon/Porto Subway lines;

e Ferrovia 2020 Plan — expansion and rehabilitation of railway

e Green Taxation;

e National Rehabilitation Fund;

e IFRRU 2020;

e Rehabilitation of public spaces;

e Rehabilitate to Rent' Programme;

e Electromobility;

e  Soft Mobility Initiatives;

e Organising Public Urban Transport.

e Reinforcing the weight of electricity production through unsubsidised solar energy

e Promotion of low carbon initiatives through Living Labs.

For further information, please refer to the National Reform Programme.

85,6% (data
refers to 2016)
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National 2020 headline targets

Measures

Targets (state
of play 2017)

Renewable energy target: 31%

To achieve this target, the Portuguese Government is putting in place a comprehensive strategy which

integrates different sectorial policy measures, such as urban rehabilitation and energy, namely:

Expediting the transition to a circular economy

Reinforcing the weight of electricity production through unsubsidised solar energy
Efficient House Programme;

National Rehabilitation Fund;

IFRRU 2020;

Rehabilitate to Rent' Programme.

For further information, please refer to the National Reform Programme.

28,5% (data
refers to 2016)

Energy efficiency: absolute level of
primary energy consumption of 22.5
Mtoe

To achieve this target, the Portuguese Government is putting in place a comprehensive strategy which

integrates different sectorial policy measures, such as environment, urban transport, urban rehabilitation and

energy, namely:

Expediting the transition to a circular economy

Efficient House Programme;

Energy efficiency in Public Administration;

Expansion of Lisbon/Porto Subway lines;

Ferrovia 2020 Plan — expansion and rehabilitation of railway
National Rehabilitation Fund;

IFRRU 2020;

Rehabilitation of public spaces;

Rehabilitate to Rent' Programme;

Electromobility;

Soft Mobility Initiatives;

21,7 Mtep (data
refers to 2016)
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National 2020 headline targets

Measures

Targets (state
of play 2017)

Organising Public Urban Transport.
Green Taxation;

Ecological Public Procurement

For further information, please refer to the National Reform Programme.

Early school leaving target: 10%

To achieve this target, the Portuguese Government is putting in place a comprehensive strategy which

integrates different sectorial policy measures, such as education, science and higher education, namely:

Reinforcement of the social support to poor students, especially on textbooks and other educational
resources, home-school mobility and daily meals;

Development of the National Programme to Promote the Educational Success in all public basic
schools, including a tutorial system for low-achievement students;

Improvement of the basic and secondary curriculum and standards, supported by an experts working
group and by the OECD Education 2030 project;

Enlargement, diversification and adjustment of the upper secondary (especially VET) courses network,
based on an anticipation system of qualification needs;

Reorganization of VET courses curriculum, based on the European Credits VET (ECVET) framework;
Promotion and assessment of VET courses quality, according to the European Quality Assessment on
VET (EQAVET) standards;

Launch of the Portugal INCoDe.2030, in order to overcome the lack of human resources on the
information technology sector;

Development of an e-learning programme to complete upper secondary (for workers older than age 18);

Qualifica Programme, in order to improve the qualification of adult population

For further information, please refer to the National Reform Programme.

12,6%
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National 2020 headline targets

Measures

Targets (state
of play 2017)

Tertiary education target: 40%

To achieve this target, the Portuguese Government is putting in place a comprehensive strategy which

integrates different sectorial policy measures, such as science and higher education, namely:

Widening participation in higher education;

Implementation of the “Scientific Employment Programme”;

Widen and diversify higher education, enlarging and strengthening short cycle degrees in polytechnic
institutions;

Stimulus to student success on higher education and reduction of dropout;

Promotion of different access paths to higher education, opening the transition from professional

secondary education to tertiary education.

For further information, please refer to the National Reform Programme.

33,4%

Target on the reduction of population at
risk of poverty or social exclusion in
number of persons: -200,000

To achieve this target, the Portuguese Government is putting in place a comprehensive strategy which

integrates different sectorial policy measures, such as employment and social security, namely:

Reinstate the automatic pensions indexation mechanism;

Update IAS — Social Support Index;

Increase low pension amounts extraordinarily in 2017 (pensions that weren't updated in the period
2011-2015);

Reinstate the “Rendimento Social de Inser¢éo” (minimum income scheme) threshold (reduced in 2012-
2013) and promote its social activation;

Reinstate and increase the “Complemento Solidario para Idosos” (solidarity supplement for the elderly)
and publically promote the policy, in order to combat its ‘non-take-up’;

Increase the amount of “subsidio por assisténcia a 3.2 pessoa” (Assistance to third party benefit);
Promote the initiative “Modelos de Apoio a Vida Independente”;

Implementation of the Social Benefit for Inclusion;

-359.000
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National 2020 headline targets

Measures

Targets (state
of play 2017)

e Combat child poverty, through the development of a transversal Plan Against Child Poverty, and the
strengthening of the child benefit (increase in amounts, especially for very young children, increase in
lone parents bonus, in disability bonus, ...);

e Promote a reforming management of the pensions system through evaluation;

e Create an extraordinary benefit for the long term unemployed,;

e Review the contributions scheme for the self-employed;

e Simplify the Social Security system;

e Promote social inclusion through programs targeted to people under greater vulnerability;

e Update the minimum wage;

e Insure early identification of Young NEET through the reinforcement of the Public Employment Service

and through Informative Campaigning (Youth Guarantee Programme).

For further information, please refer to the National Reform Programme
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8. Comparison with Stability Programme

Table 15. Divergence from Latest Stability Programme

% of GDP ESA Code 2017 2018 2019
Target general government net lending/ net borrowing B9
Stability Programme -0,9 -0,7 -0,2
Draft Budgetary Plan -0,9 -0,7 -0,2
Difference 0,0 0,0 0,0
General government net lending projection at unchanged
policies B.9
Stability Programme -0,9 -0,7 -0,5
Draft Budgetary Plan -0,9 -0,7 -0,5
Difference 0,0 0,0 0,0
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9. Portuguese Public Finance Council Opinion
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