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MANDATORY INTEREST PAYMENT
ON LATE PAYMENTS BY PUBLIC ENTITIES

AMENDMENT TO THE PORTUCGUESE PUBLIC PROCUREMENT CODE

On April 27, Law no. 3/2010 was published in the Official Journal, forcing the
Portuguese State and other public entities,
Public entities as municipalities and regions, to pay interest
are now forced to pay on late payments. This Law will enter into
interest on late  force on September 15t 2010.
payments

This obligation was already recognized in
various legal provisions, including article no. 806 of the Portuguese Civil Code.
However, this Law expressly and unequivocally clarifies that this obligation is also
applicable to the public entities, extending this legal regime into the sphere of the
public contractual activity.

Public entities therefore can not refuse to pay interest on late payments owed by them
to private parties on the basis of dubious applicability of the general rules of the Civil
Code. And the nature of the debt is only relevant to find out the applicable interest
rate.

Under the public contractual activity, the Law now published amends the Portuguese
Public Contracts Code (“PCC?”) stipulating new rules regarding payment deadlines.
In the event that the contract is silent in
Assumption rules relation to such provision of deadlines, it
on maturity date  is now assumed that the maturity date of

of debts debts takes place, without further notice,
within 30 days:

(i) from the date when the public entity has received the invoice or equivalent document;

(ii) from the date of acceptance of goods or provision of services, whenever the date
of invoice or equivalent document reception is uncertain;

(iii) from the date of acceptance of goods or provision of services, whenever the public
entity receives the invoice or equivalent document prior to the delivery of goods
Or Services,
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(iv) from the date of acceptance or inspection of goods or services, if it is provided a
process to verify the compliance of such goods or services, and whenever the
public entity receives the invoice or equivalent document prior to such delivery
of goods or services. This process of acceptance or inspection cannot although
exceed 30 days unless otherwise specified in the contract and duly substantiated.

As for new rules regarding payment delays the PCC is also amended providing an
automatic maturity, also without further notice, from any obligation to reimburse
interest on late payments, once the debt matures.

Finally, under this amendment to the PCC, are now considered null and void all
contract clauses which:

(i) without cause, considering each case, set more than 60 days to the maturity of
the debts, considering these clauses as not written and considering the debt
matured in accordance with the rules described above;

(i) without cause, considering each case, exclude or restrict liability for payment delays.
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