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TL;DR

A serious renovation in Portugal costs €1,500–€2,500/m² for mid-range, €2,500–€4,000/m²

for high-end, and €4,000–€6,000+/m² for heritage or seismic-reinforced work — before

architect, engineer and permit fees (another 8–15% on top).

From offer to handing the keys to yourself, 18–36 months is the realistic timeline for a buy-to-

renovate project: 3–6 months acquisition, 4–12 months design and permitting, 8–18 months

construction, 1–3 months final licensing. Anything shorter assumes nothing goes wrong, which is

almost never true.

The arithmetic only works if you buy badly enough. A "charming property needing some updating"

priced like a finished home plus €200k of renovation almost always ends up more expensive than

just buying a finished home of the same standard.

Key 2026 stat. Renovation costs in Portugal 2026: €1,500–€2,500/m² mid-range, €2,500–

€4,000/m² high-end (excluding architect, engineer, permits and VAT). Under Lei n.º 9-A/2026,

de 6 de março, rehabilitation works on housing destined for sale up to €660,982 or for

moderate-rent letting (≤€2,300/month) qualify for the 6% reduced VAT rate — a saving of 17

percentage points that materially changes the math on the right project.

The contrarian case: renovation will cost twice what you
think and take twice as long
Every spreadsheet I have ever seen built by a first-time foreign renovator in Portugal turned out to be

wrong in the same direction. The buyer assumed €1,200/m². The project ran €2,100/m². The buyer

assumed 12 months. It ran 22. The buyer assumed the architect's fee was the architect's fee. It was

the architect's fee plus the engineer plus the topographer plus the energy certificate plus the

acoustic study plus the seguro de construção. The buyer assumed "the contractor said two weeks for

that work" meant two weeks; in reality the wholesaler ran out of tile, the electrician went on holiday in

August, the Câmara took eleven weeks to answer a two-week question, and an unexpected layer of

asbestos in the roof needed a licensed removal contractor booked until November.

This is not a complaint — it is the base rate. The Portuguese construction system works (properties

get rebuilt every day with fine results) but on Portuguese-construction-system time, not on the

timeline you projected from a UK or German experience. The single biggest cause of distress in

foreign-buyer renovation projects is not budget overrun in absolute terms; it is the cognitive

dissonance between expectation and reality. A renovation that costs €350,000 against a €280,000

budget is normal. A renovation that costs €350,000 against a €180,000 budget is a crisis — and the

difference is entirely how the buyer framed it on day one.

This guide is the framing I wish every renovating buyer had at the start. It cannot save you from cost

overruns; nothing can. It will tell you the realistic ranges, how the permitting system works, what the
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architect and engineer cost, why ARU benefits and the new 6% VAT regime can change the deal, and

where the structural traps sit (rustic land, heritage classifications, mid-build contractor failure). It

treats renovation as what it actually is: a 2-to-3-year capital project competing, on every metric,

against the alternative of buying something already finished and writing a smaller cheque.

Buy-to-renovate as a strategy: when it works, when it
doesn't
Buy-to-renovate makes financial sense in three narrow scenarios:

A — Genuine value gap. You buy materially below the finished-equivalent €/m² in the same micro-

market, renovate to the prevailing standard, and end up with an asset worth more than purchase +

renovation + carrying cost. Requires a distressed seller, a poorly marketed listing, or genuinely scarce

finished stock. In 2026 Algarve, with foreign-buyer share at 27.6% and INE median €3,139/m², that gap

is narrower than five years ago. Still findable — but you have to look hard and bid fast.

B — Bespoke specification you cannot buy off the shelf. Multi-generational living, accessibility

adaptations, professional-grade home office, agricultural-residential hybrid: the financial metric is

not "did I make money" but "what would the ready-made equivalent have cost". For unusual

programmes there is often no off-the-shelf equivalent — renovation wins by default.

C — ARU rehabilitation arbitrage. Inside a designated Urban Rehabilitation Area you can stack the

IMT exemption on acquisition (when destined for rehabilitation, works starting within 3 years), the IMI

exemption (3 years, renewable to 5 with significant energy improvements; sometimes 5+5), and the

6% VAT rate on works. On a €400,000 acquisition with €250,000 of works, the combined fiscal

package can return €20,000–€55,000 versus the same project outside an ARU.

Where buy-to-renovate fails:

The "needs some updating" trap. A listing priced at finished-minus-€30k plus "needs some

updating" almost never costs only €30k to update. Rewire + boiler + two bathrooms + floors +

paint + kitchen to a matching standard runs €60,000–€100,000, and you end up €40,000 worse

off than if you had bought finished.

The romantic ruin. A €120,000 stone ruin in the Alentejo will not become habitable for €200,000

— it will need €350,000–€500,000 and three to four years, by which point the comparable

finished property cost €450,000 ready to move into.

Tight LTV financing. Portuguese banks finance renovation less generously than acquisition. Expect

60–70% LTV on purchase plus tranche-released works financing against architect-stamped

certificates. Non-residents see 60–75% (see CANONICAL_FACTS §9). Thin equity + 18-month

build + mortgage on unfinished property + rent somewhere else is what breaks the project.

The honest rule: renovate when you cannot buy the equivalent finished, when you have ARU-grade

fiscal advantages, or when you have professionally identified a real value gap. Avoid renovating

because the listing photographs look characterful and the agent's spreadsheet shows a tidy uplift.
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Cost breakdown by m² — the realistic 2026 ranges
Before signing the CPCV, convert every surface and system into a per-m² number you have actually

obtained as a quote from a Portuguese contractor. The bands below reflect 2nd Haus project data

through Q1 2026 across the Algarve, Lisbon and Alentejo.

Level
€/m² (works only,

ex-VAT)
What it buys

Cosmetic refresh €300–€700 Paint, minor plumbing, light fixtures, sand floors

Light renovation €700–€1,200 New kitchen, two bathrooms, electrical refresh, repaint

Mid-range full reno €1,500–€2,500 Strip-back, new wiring/plumbing/HVAC, kitchen,

bathrooms, flooring, double glazing, render

High-end €2,500–€4,000 Designer spec, premium finishes, structural alterations,

smart home, pool, landscape

Heritage / classified €4,000–

€6,000+

Listed-building spec, traditional materials, DGPC

approvals

Seismic reinforcement

(pre-1958 Lisbon)

+€300–€800/m²

premium

Slab tie-ins, gable strapping, Eurocode-8 retrofit

Heritage façade

restoration

€1,500–€4,000

per linear m

Stone re-pointing, original wood, registered colour

palette

On top of the per-m² figure: architect + project-team fees 8–14% of works; Câmara fees €1,500–

€8,000+; topographic survey €1,200–€3,500; geotechnical (new build) €2,000–€6,000; energy

certificate €180–€450 each (pre- and post-works); acoustic study €600–€1,400; CAR insurance

0.3–0.7%; independent PM 4–8%; VAT 23% standard or 6% reduced under ARU or Lei 9-A/2026

carve-outs; and a 20% contingency — non-negotiable, the line that absorbs the rotted beam, the

unknown plumbing chase and the foundation shallower than the engineer assumed.

Worked example — 150 m² mid-range full renovation, Algarve, outside ARU



5 / 182nd Haus · Free Guide

Line Amount

Works @ €1,900/m² × 150 m² €285,000

Architect 7% + engineers 4% €31,350

Topographic + energy + acoustic + Câmara €5,700

CAR insurance 0.5% €1,425

Subtotal €323,475

VAT 23% €74,400

Total ex-contingency €397,875

20% contingency €57,000

Realistic budget ~€455,000

If the project qualifies for 6% VAT (in ARU or with moderate-rent commitment), the VAT line drops to

€19,400 — €55,000 saved. That saving alone often determines whether the project pencils out.

Permitting flow — licença de obras vs comunicação
prévia
Portuguese renovation permitting since Decreto-Lei n.º 10/2024 (Simplex Urbanístico, in force 4

March 2024) runs on three tracks. The architect picks the track first; getting it wrong costs 3–6

months.

Isenção de controlo prévio — minor interior works, no structure, no change of use, no façade

alteration: paint, fixtures, like-for-like flooring, swap a kitchen. No permit; sometimes a

comunicação for the record. Covers maybe 25–30% of foreign-buyer "refresh" projects.

Comunicação prévia — interior works affecting wiring, plumbing or partitions but not structure or

façade. File the project; Câmara has 20–30 days to object. The workhorse track for apartments

and small house renovations.

Licença de obras — structural alterations, extensions, new build, change of use, façade

alterations, anything ARU-conservation or heritage. Full architectural project + engineering

(structures, hydraulics, electrical, thermal, acoustic, fire) + specialty studies. Statutory tacit-

approval timelines under DL 10/2024: 120 days <300 m², 150 days 300–2,200 m², 200 days

larger.

In practice "120 days" rarely means 120 days — Câmaras request additional information and the clock

pauses. Plan 4–7 months from filing to alvará de obras on a typical full-licence project. Heritage or

environmental review (DGPC, ICNF, APA) adds 2–4 months. Coastal (POOC), rustic-land (REN/RAN), or

Natura 2000 sites add 6–12 months on top.
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End-to-end CPCV-to-keys: CPCV→Escritura 4–10 weeks; architect→project filed 8–20 weeks;

Câmara→alvará 16–28 weeks (4 for comunicação prévia); tender 4–8 weeks; construction 6–18

months; utilities and EPC 4–10 weeks; licença de utilização 4–12 weeks. 18–36 months CPCV to keys

is the realistic span. The 12-month renovations you read about in lifestyle magazines were either small

refreshes under comunicação prévia, or they ran late and the magazine never published the timeline.

Architect + engineer fees: 5–12% of works
The professional team is not optional. Under DL 10/2024 the buyer inherits full legal liability for

unpermitted work at the Escritura, and any non-trivial renovation requires an autor do projecto

registered with the Ordem dos Arquitectos or Ordem dos Engenheiros. Working without one is illegal,

uninsurable, and unsellable on resale.

Typical 2026 fee bands (% of works value, ex-VAT):

Role Light reno (comunicação) Full reno (licença) New build

Architect (full service) 4–6% 6–9% 8–12%

Engineer — structures 1–1.5% 1.5–2.5% 2–3%

Engineer — MEP 1–1.5% 1.5–2% 2–2.5%

Engineer — thermal / acoustic / fire 0.4–0.8% 0.6–1% 0.8–1.2%

Topographic survey €1,200–€3,500 €1,500–€4,000 €2,000–€6,000

Total project team 6.5–9.5% 9.5–14% 13–18%

Full-service architecture means six things: estudo prévio (programmatic study), anteprojecto

(preliminary), projecto de execução (executive — ready to tender), coordenação (coordinating all

engineering specialties for Câmara filing), acompanhamento de obra (works supervision on site), and

assistência técnica até licença de utilização (closing out through final inspection). Architects who

quote 4% for a "full project" usually mean items 1–4 only. Site supervision (item 5) is a separate

engagement, often 2–4% of works on top — and on a foreign-buyer project where you are not on site

weekly it is the single most valuable spend on the renovation budget, after the contractor itself.

Timeline reality: 18–36 months from acquisition to keys
One sentence worth repeating: plan for the project to take twice as long as the contractor's

optimistic verbal estimate, and budget the carrying cost — mortgage + utilities + insurance + your

alternative housing — for the full duration. The most expensive mistake foreign renovators make is

selling abroad, moving to a Portuguese hotel "for three months", and carrying that rent for fifteen

months while the project drags. A €1,800/month rental over an extra twelve months is €21,600
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unbudgeted, on top of every other overrun. If you cannot live in something temporary for two years,

do not buy something that requires renovation — buy finished and renovate slowly, room by room,

over five years while living in the house.

ARU benefits — 6% VAT, IMI exemption 5y, IMT 0%
ARU (Área de Reabilitação Urbana) status is municipally designated under Decreto-Lei 307/2009 (as

amended). The fiscal package inside ARUs is one of the most generous in Portuguese real-estate law

— and one of the most under-used by foreign buyers, mostly because nobody tells them about it.

The benefits when the project qualifies:

IMT exemption on acquisition of properties destined for rehabilitation, works starting within 3

years.

IMT exemption on first sale after rehabilitation, when destined to permanent housing (own use or

rental).

IMI exemption for 3 years from completion, renewable for a further 5 with significant energy

improvements (some municipal regulations extend to 5+5 — verify with the specific Câmara).

Reduced VAT 6% on rehabilitation works (verba 2.23 da Lista I do CIVA). The 2026 fiscal package

extended 6% beyond ARUs to housing destined for sale up to €660,982 or moderate-rent letting

— so the ARU VAT edge has narrowed in 2026, but IMT and IMI advantages remain ARU-only.

IRS deductions on owner-occupier rehabilitation expenses up to specified limits.

To claim: property must sit inside a registered ARU (delimitação published in DR); rehabilitation must

be formally recognised under the municipal programa de reabilitação; architectural project filed and

approved; energy rating improvement of two letters (where required for IMI renewal); Câmara

certidão presented to AT.

Where ARUs sit: Lisboa Baixa, Mouraria, Alfama, Madragoa, Estrela; Porto Centro Histórico and Baixa;

Faro, Lagos, Tavira, Olhão, Loulé and Silves historic centres; many inland towns (Évora, Beja, Castelo

Branco, Viseu) cover the entire walled centre. A €280,000 property in an Évora ARU with €180,000

of works can return €25,000–€45,000 of fiscal benefits versus the same project outside an ARU.

Heritage restrictions — imóveis classificados
If the property is a Monumento Nacional (MN), Imóvel de Interesse Público (IIP) or Municipal (IIM), or

sits in a Conjunto de Interesse Público (CIP) or zona especial de protecção (ZEP), the works fall under

Direção-Geral do Património Cultural (DGPC) supervision.

What this means: architectural project must be architect-authored (no engineer-led shortcuts);

materials and methods are dictated by classification (original stone, original tile, original wood,

traditional lime mortars — a 19th-century cantaria window cannot be replaced with modern

aluminium); DGPC review adds 3–8 months to the Câmara timeline; construction costs rise to
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€4,000–€6,000+/m² because specialist trades (stonemasons, traditional carpenters, azulejo

restorers) are few, expensive and booked months ahead; energy targets cannot be met with external

insulation or standard double glazing, so the strategy shifts to interior insulation, traditional shutters

and mechanical ventilation.

A €300,000 IIP-classified property in Évora or Tavira sounds like a bargain. It is not — budget

€4,500/m², plus 30% in time and fees, and the real possibility that a specific azulejo de fabrico

discontinued in 1962 simply cannot be sourced and you will spend twelve months negotiating an

authorised substitute. Heritage works for buyers who love a specific building and have the budget

and patience for it. It does not work for value-chasers.

Self-build on rustic land — RAN/REN limitations
The dream: buy a 1-hectare plot for €70,000, build a villa for €250,000, end up with a €500,000

home. The reality: you cannot build on most rustic land in Portugal.

RAN (Reserva Agrícola Nacional) — high-grade agricultural soils (classes A/B). Residential

construction effectively prohibited except for direct agricultural support, requiring DRAP

approval.

REN (Reserva Ecológica Nacional) — coastal zones, watercourses, flood-prone areas, steep

slopes, dune systems. Construction prohibited or extremely limited.

PDM (Plano Director Municipal) — even outside RAN/REN, the parcel may have zero buildability

allocation; read the carta de ordenamento.

The 2024–2025 land-law reform opened a narrow rustic-to-urban reclassification route for

affordable housing — but it excludes RAN A/B and all REN, requires municipal approval and PDM

alignment, and takes 18–36 months with no guarantee of success.

Pre-purchase filter for rustic plots: (1) certidão das finanças + certidão de teor; (2) planta de

localização with PDM overlay; (3) confirm NOT in RAN, REN, Natura 2000 or POOC setback; (4)

confirm PDM allocates capacidade construtiva; (5) have an architect file a pedido de informação

prévia (PIP) — non-binding pre-application returning the municipal position in writing within 30–60

days, before the CPCV. The PIP is the single most important document on rustic-land buys. Skipping

it because the seller says "you can build here" is how foreign buyers end up with €80,000 of useless

agricultural land.

VAT 6% under Lei 9-A/2026 — the moderate-rent
commitment
The 2026 housing fiscal package extends the 6% reduced VAT rate to rehabilitation and construction

works on residential properties where either: the property is sold at ≤ €660,982, or it is let at
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moderate rent ≤ €2,300/month (3-year contract, maintained ≥36 months in 5 years). The

contractor invoices at 6% instead of 23%; on a €250,000 works budget that is €42,500 saved.

The catches: Lei 9-A/2026 is an autorização legislativa; the decreto-lei autorizado was promulgated

12 May 2026 and must be DR-published by 2 September 2026 — until then operational procedure is

being finalised, and conservative contractors invoice at 23% with retroactive-correction clauses.

Verify the operational position with your accountant before signing the construction contract. The

moderate-rent route requires you to actually rent at moderate prices for 36 months — renting at

€2,800/month or selling within 5 years claws back the VAT with interest. The sale route requires the

eventual sale to come in below €660,982. For owner-occupiers, this 6% route is generally not

available — ARU rehabilitation remains the parallel 6% route for owner-occupiers.

Foreign-language project management
A renovation in Portugal runs on Portuguese documents, Portuguese site meetings, Portuguese

contractor invoices and Portuguese Câmara correspondence. The architect and engineer will speak

English; the wholesalers, building inspectors, electrician, plumber, tile setter and pedreiro will not.

Three working models:

1. Architect-led. Architect handles all coordination and reports in English. Fee 6–9% of works (full

service incl. site supervision). Single point of contact, but the architect's incentive is design, not

euro-control.

2. Independent project manager / clerk of works. A separate engineer or construction manager

attending every site meeting and validating every invoice. Fee 4–8% on top. Independent

oversight of the architect-contractor relationship.

3. Foreign-buyer renovation specialist firm. Turn-key packages in English/German/French/Dutch.

Fee 10–15% management on cost-plus, or fixed-price turnkey at a 20–30% premium. Lowest

stress, highest cost, quality varies wildly.

For any renovation above €150,000, option 2 is worth the fee because it converts principal-agent

risk into a manageable cost. The clerk of works is incentivised to find the contractor cutting corners,

the architect over-specifying, and the wholesaler invoicing for items not delivered. Without that

independent eye, the foreign buyer pays the difference.

Contractor selection + payment milestones
Contractor choice is the most important decision in the project — bigger than the architect, bigger

than the design.

DD on the contractor: (1) Alvará de construção issued by IMPIC, with category and class matching

the works (Cat. I civil, Cat. III renovation); no alvará, no contract. (2) Tax and social-security clearance

(certidão de não dívida). (3) Civil-liability insurance in force. (4) Visit at least three completed
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projects of similar size and speak to those owners without the contractor present. (5) Last filed

accounts (IES via Portal da Justiça) — an under-capitalised contractor mid-project means a stalled

site. (6) Subcontractor responsibility clearly defined in the contract.

Payment milestones — the model that works:

Stage % of contract

Signing (mobilisation) 5–10%

Demolition / strip-back 10%

Structural works (slabs, walls, roof) 20–25%

First fix (MEP roughed in) 15–20%

Plastering and screeding 10%

Second fix (kitchen, bathrooms, finishes) 15–20%

Snagging-complete handover 10%

Retention (released 6–12 months post-handover) 5–10%

Every milestone is tied to a certificate of progress signed by the architect or independent PM. Never

pay against verbal progress. Never pay materials in advance to a contractor — let the contractor

invoice the wholesaler and you reimburse against on-site delivery. Retention of 5–10% held 6 months

post-handover is the only reliable tool to ensure snagging defects are remedied.

Insurance during build — Construction All Risks (CAR
/ seguro de obra)
The construction phase carries risks not covered by your standard multirriscos: theft of materials,

damage to neighbouring properties, worker injury, fire during construction, water damage from

incomplete plumbing.

CAR (Seguro de Obra) covers physical loss to the works in progress, materials on site, and (with

riders) damage to third-party property. Premium 0.3–0.7% of works value. Mandatory with

mortgage financing; recommended in all cases.

Contractor's civil-liability insurance covers their liability to you and third parties — verify it is in

force; request the certificado de seguro with each milestone invoice.

Your own multirriscos typically does not cover an unoccupied property under construction

unless you declare the works. Failure to declare can void cover — verify with your broker before

demolition.
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Final completion — Licença de Utilização / Habitação
The renovation is not legally finished when the contractor leaves site. It is finished when the licença

de utilização is issued by the Câmara. Without it you cannot register utilities, legally occupy or rent,

apply for AL, resell cleanly, claim the ARU IMI exemption, or update the caderneta predial.

The process: architect files telas finais (as-built drawings); specialty engineers issue termos de

responsabilidade; post-works energy certificate; Câmara inspection (or tacit approval); issuance.

Timeline 4–12 weeks from filing, longer in heritage cases. If the as-built deviates materially from the

approved project, a legalização process adds 3–6 months and extra fees — the most common cause

of post-handover delay.

Insist in the construction contract that the contractor remains responsible for cooperation through

licença de utilização, with retention released only after issuance. Otherwise the contractor's incentive

evaporates the moment they invoice the final milestone.

Real cases — five renovations, five lessons
The five vignettes below are anonymised composites drawn from 2nd Haus client projects and well-

documented Algarve and Alentejo renovation cases between 2019 and 2025. They are ordered by the

type of mistake they illustrate.

1. €180k Monchique cottage + €240k renovation, 18 months — the ARU-style success

A retired Dutch couple bought a 95 m² stone cottage in the historic centre of a small Algarve inland

town in spring 2023 for €178,000. The property sat inside a municipal ARU. They hired an architect on

a full-service contract (8% of works), engaged a Portuguese-language project manager (4%), and

tendered to three local contractors. Winning tender: €218,000 ex-VAT, mid-range at €2,295/m². With

ARU 6% VAT (€13,080), total works €231,080. Project team, energy, topographic and Câmara fees

€27,400. Contingency consumed: €18,500 (unexpected asbestos roof; underpinning on south

façade). Final cost €276,980 against a €295,000 budget. IMT exemption saved €9,200; IMI

exemption applies 5 years. Timeline: 19 months CPCV to keys. Post-works valuation ~€410,000.

Lesson: ARU + competent local team + realistic budget = the model that works.

2. €120k ruin that needed €350k to be habitable — the romantic-ruin trap

A British couple in their early 60s bought a casa de pedra with 4 hectares of cork-oak land in the

Alentejo foothills in 2019 for €118,000. No roof on the main volume, no electricity, no mains water, no

septic, 1.2 km dirt track for access. Agent's pitch: "€150,000 of works and you have a €450,000

property." Architect's initial budget €185,000. Final cost, four years later: €342,000 — new roof and

structural reinforcement (€95,000), small extension (€78,000), septic and water systems (€32,000),

EDP electricity connection of 700 m (€18,000), road improvements (€15,000), and a long tail of

finishes and contingency (€104,000). Duration: 47 months, including a year-long DRAP consultation

on the well and septic and a six-month suspension after the first contractor went insolvent. Post-
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works valuation €430,000; implied capital-cost yield negative. Lesson: a ruin with no infrastructure

is a four-year capital project, not a three-month romantic restoration.

3. ARU rehabilitation in Faro old town with 6% VAT — the textbook arbitrage

A German investor identified a 140 m² 19th-century town house in Faro's Sé/Vila Adentro ARU in late

2022, priced at €265,000. Caderneta and Certidão clean; some unpermitted interior modifications

needed legalisation as part of the renovation. The investor bought, filed a projecto de reabilitação

with the Câmara, and benefited from: IMT exemption on acquisition (€15,200 saved); IMI exemption 5

years (€4,200 saved); 6% VAT on €198,000 of works (€33,660 saved). Total fiscal benefits ~€53,000

on a €465,000 all-in project. Post-works the property was let on a 5-year moderate-rent contract at

€1,650/month, qualifying for the 10% IRS rate under Lei 9-A/2026. Net yield ~4.6% excluding

appreciation. Lesson: when ARU + moderate-rent + 6% VAT line up, the fiscal package is one of the

cleanest legal real-estate arbitrages in Western Europe.

4. Self-build on €60k plot, total €450k for €620k appraisal — the carefully-executed

new build

A French couple in their 40s identified a 1,200 m² urbanizável plot in a small western Algarve village in

2021 for €58,000. PDM allowed a single-family dwelling of 220 m² gross. They engaged an architect

for a contemporary 180 m² design, filed a full licença de obras (8-month Câmara process), and

contracted at €1,950/m² for shell, finishes separate. All-in over 28 months: plot €58,000; project

team €54,000; works incl. finishes €348,000; Câmara and infrastructure €14,000; garden and pool

€38,000. Total €512,000. Bank appraisal €620,000. The differential (€108,000) is the value created

— but it is gross uplift, not realised gain; a sale would incur commission, IMT, CGT, and selling time.

Lesson: new build can work, but the margin is consumed almost entirely by professional fees,

surprises and time cost.

5. Heritage façade restoration that exceeded budget 40% — the classified-building

cost premium

A US-domiciled buyer fell in love with an IIM-classified 18th-century town house in central Tavira in

2022, priced at €395,000 with a pre-prepared project showing €280,000 of works. An independent

architect's second opinion factoring DGPC requirements: €420,000 — a 50% increase before the

contractor was involved. Actual cost at completion 32 months later: €593,000 — a 41% overrun on

the revised budget. Drivers: cantaria stone window frames requiring four specialist stonemasons over

eleven weeks (€48,000 over the line); azulejo restoration in Lisbon (€22,000); DGPC required

undoing a partition the prior owner had moved decades earlier (€35,000 — DL 10/2024 buyer-

liability bite); contractor priced 18 months at €2,800/m² and ran 28 months at €3,650/m². Post-

works valuation €820,000. Beautiful house, beloved by the owner, IRR ~0%. Lesson: heritage

classification adds 30–60% to honest pre-construction budgets; if you are not financially

indifferent to that overrun, do not buy classified stock.
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FAQs
How much does renovation cost per m² in Portugal in 2026? Ex-VAT, ex-fees: cosmetic refresh

€300–€700/m²; light renovation €700–€1,200/m²; mid-range full renovation €1,500–€2,500/m²;

high-end €2,500–€4,000/m²; heritage or seismic-reinforced €4,000–€6,000+/m². Add 8–14%

project-team fees, €1,500–€8,000 Câmara fees, specialty studies €2,000–€6,000, CAR insurance

0.3–0.7%, and a 20% contingency. VAT is 23% standard or 6% reduced under ARU rules or Lei 9-

A/2026 carve-outs.

How long does a renovation take in Portugal? For a full licença de obras renovation: 18–36 months

CPCV to keys — 4–10 weeks acquisition, 8–20 weeks project design, 16–28 weeks Câmara, 4–8

weeks tender, 6–18 months construction, 4–12 weeks final licensing. Smaller works under

comunicação prévia run 4–8 months end-to-end. "Six months" usually means a kitchen refresh or

somebody who has not finished a Portuguese renovation.

What are ARU tax benefits in Portugal? Inside a designated Área de Reabilitação Urbana: IMT

exemption on acquisition (when destined for rehabilitation, works starting within 3 years); IMT

exemption on first post-rehabilitation sale to permanent housing; IMI exemption for 3 years

(renewable to 5 with significant energy improvements; sometimes 5+5 by municipal regulation); 6%

VAT on rehabilitation works; IRS deductions on owner-occupier rehabilitation expenses. Requires a

registered ARU certificate from the Câmara.

Can I build on rustic land in Portugal? Generally no. Rustic land in RAN (classes A/B agricultural soils)

is effectively closed to residential construction; REN (coastal zones, watercourses, flood-prone, steep

slopes) is similarly restricted. Outside RAN/REN the parcel's PDM classification governs — many rustic

parcels have zero buildability allocation. The 2024–2025 land-law reform opened a narrow route for

rustic-to-urban reclassification for affordable housing, excluding RAN A/B and all REN. Always file a

pedido de informação prévia (PIP) at the Câmara before purchase — the PIP gives the municipal

position in writing within 30–60 days.

What is the difference between licença de obras and comunicação prévia? Comunicação prévia

covers interior works affecting wiring, plumbing or partitions but not structure or façade — the

Câmara has 20–30 days to object. Licença de obras covers structural alterations, extensions, new

build, change of use, and works on classified or ARU buildings — 16–28 weeks under DL 10/2024's

tacit-approval framework (120/150/200 days depending on size). The architect chooses the track

from the scope.

What is the 6% VAT rate on renovation under Lei 9-A/2026? The 2026 housing fiscal package

extends the 6% rate to rehabilitation works on residential properties destined for sale up to

€660,982 or moderate-rent letting (≤€2,300/month, 3-year contracts, maintained ≥36 months in 5

years). The complementary decreto-lei autorizado was promulgated 12 May 2026 and must be

published by 2 September 2026 — until DR publication the operational procedure is being finalised;

conservative contractors invoice at 23% with retroactive correction clauses. The existing ARU 6% VAT

route remains unchanged and applies in parallel.

Do I need an architect for a renovation in Portugal? For anything beyond cosmetic refresh, yes.

Works requiring comunicação prévia or licença de obras must be authored by a registered architect
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or engineer. Working without one is illegal, uninsurable, exposes the buyer to fines and obligation to

undo the work, and — under DL 10/2024 — leaves the buyer with full personal liability for any non-

compliance discovered later, including at resale.

Can I get a mortgage for renovation works in Portugal? Yes. Portuguese banks offer either a single

acquisition-plus-renovation mortgage (renovation portion released in tranches against architect-

certified progress, typically 60–70% combined LTV on post-renovation valuation), or a separate

crédito obras on an existing property (60–80% LTV, 10–15-year terms). Non-resident LTVs run 60–

75% (CANONICAL_FACTS §9). Banks require a registered project, itemised works contract with

milestones, and a registered-surveyor valuation report.

What happens if my contractor goes bankrupt mid-build? One of the most common catastrophes

in Portuguese renovation. Mitigations at contract signing: (1) milestone payments tied to certified

progress, never advances; (2) materials invoiced to your name where possible; (3) seguro caução

(performance bond) on works above €100,000 — costs the contractor 1–2% and protects against

insolvency; (4) the architect's termos de responsabilidade covering the project, transferable to a

replacement contractor; (5) review the contractor's IES financial filings every six months on long

projects.

Should I project-manage the renovation myself? Almost never, if you are a foreign buyer not based

on site and not Portuguese-speaking. The site moves daily, decisions are constant, contractors

require one accountable counterpart, and the language barrier compounds miscommunication. For

projects above €150,000, hire an independent project manager (4–8%) or use the architect's full

site-supervision service. Self-managing from abroad is the single biggest cause of cost overrun on

foreign-buyer renovation projects.

What is the realistic contingency I should hold? 20% of total project cost for a mid-range

renovation, 25% for older buildings or anything with unknowns behind the plaster, 15% only for

new build with everything specified in advance. The contingency is not optional padding — it is the

line item that absorbs the asbestos in the roof, the rotten beam, the foundation shallower than

assumed, and the inevitable variation orders.

Conclusion
A renovation in Portugal is a capital project, not a property purchase with some redecoration

attached. The arithmetic works when you have a real value gap, ARU-grade fiscal benefits, or a

bespoke specification you cannot otherwise buy — and the arithmetic fails when you bought the

listing photography rather than the per-m² economics. The numbers are knowable; the timelines are

knowable; the permit tracks are knowable. What is not knowable is what sits behind the plaster, and

that is what the 20% contingency is for.

If you can commit to 18–36 months, can absorb a 20% contingency without panic, and can structure

your professional team so the architect designs, an independent project manager oversees, a

properly licensed contractor builds, and your lawyer audits — the project will probably work. If you

are missing any one of those four roles, or if any of them is a friend-of-a-friend rather than a
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contracted, insured, accountable professional, the project will probably not work. The base rate of

disaster on under-managed foreign-buyer renovations is high; the base rate of disaster on well-

managed ones is low. The difference is almost entirely upstream of construction itself.

Renovate when it is the right answer to the right question. Buy finished when it is not.

Related reading
Risk-Averse Buyer Guide — the seven-category risk taxonomy that frames every renovation

decision.

First home in Portugal — the foundational guide for your first Portuguese property, renovated or

not.

The real cost of owning a property in the Algarve — annual carrying costs that compound over a

multi-year build.

The Algarve beyond the beaches — inland Algarve markets where most ARU renovation

opportunities sit.

Buying property in Portugal without being in the country — the remote-buyer playbook adapted

to renovation oversight.

How 2nd Haus can help
A renovation project from abroad is the use case 2nd Haus was built for. Most of our renovating

clients are foreign buyers who cannot be on site weekly, do not speak Portuguese, and need a single

accountable counterpart who maps the architect, engineer, contractor, Câmara process and fiscal

package into one English-language workstream.

Our renovation-oversight mandate typically covers:

Pre-acquisition feasibility. Before CPCV: PDM and ARU status, pedido de informação prévia on

rustic land, realistic per-m² budget for the specific property, fiscal carve-outs (ARU, 6% VAT under

Lei 9-A/2026, IMT exemptions), and a stress test against the "buy finished instead" alternative.

Architect and engineer selection. Three-firm shortlist matched to project profile, fee

benchmarking, references checked, recommendation memo. We do not take referral commissions

from architects.

Câmara navigation. Licença de obras file end-to-end, pre-empting requests for additional

information, managing heritage/environmental consultation.

Contractor tender and selection. Three-firm tender on standardised scope, alvará verification,

IES financial-health pull, references from completed projects, priced recommendation.

Independent on-site project management. Weekly site visits, written progress reports in English

(or French/German), milestone-invoice validation against architect's certificates, materials

checks, direct contractor accountability.
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Fiscal claim management. ARU certificate, IMT exemption claim, 6% VAT documentation, IMI

exemption registration, final caderneta update.

Final licensing. Telas finais, post-works energy certificate, licença de utilização, utilities transfer.

Two ways to start:

Free 30-minute renovation feasibility call — bring the listing, asking price, and a sense of the

works. In 30 minutes you get an honest read on whether the project pencils out and what the

realistic per-m² budget is.

Full renovation-oversight mandate — written feasibility memo, architect/contractor selection,

Câmara navigation, independent project management, fiscal claims, final licensing. Typical 18–30

month engagement.

Direct: paulovogel@2ndhaus.pt · +351 963 639 042 (WhatsApp).

Sources
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Renovating property in Portugal: What you need to know — Wise

Remodel Quinta Portugal: Budget & Timeline 2025 — PortugalProperty.com

Last updated: 15 May 2026. Verified against CANONICAL_FACTS.md 2026-05-15. This guide is

refreshed quarterly, or sooner when material legal/regulatory changes warrant.

https://wise.com/gb/blog/renovating-property-portugal
https://www.portugalproperty.com/news-blog/remodeling-portuguese-quinta-budget-timeline-2025
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Want a buyer-side advisor on your specific case?
2nd Haus is a buyer-side real-estate consultancy specialised in the Algarve. We will tell you

not to buy if that is the honest answer.

Talk to 2nd Haus

© 2nd Haus Real Estate · AMI License 15284 · This guide is general information, not legal or tax advice. Verify against your

own professionals before signing anything.

https://2ndhaus.pt/

