REPUBLIC OF MOCAMBIQUE

CODE OF FISCAL BENEFITS

TITLE |
GENERAL PROVISIONS

CHAPTER |
FUNDAMENTAL PRINCIPLES

Articlel
(Scope of application)
The provisions of this Code gply to investments redised by individual and
collective persons, provided that such investments have been registered for fiscal
purposes.

The investments referred to in the preceding clause ae those redised under Law
3/93 d 24 Jure (Investment Law), Law 14/20020f 26 June (Mining Law) and Law
3/2001 d 21 February (Petroleum Law).

This Code also applies to investments realised indirectly through the Mozambican
Stock Exchange in acoordance with the respective legislation.

Article2
(Definition of Fiscal Benefits)
Fiscal benefits are tax measures that reduce the anourt of taxes payable in order to
benefit activities having a recognised pulblic social or cultural interest as well as
promoting the Nation' s economic devel opment.

Fiscal benefits include tax and customs incentives, namely: deductions from taxable
income, deductions from the amount of tax assessed, accelerated depreciation, tax
credits, exemption from tax and the reduction d the rate of taxes and aher fiscal
payments, the deferment of the payment of taxes and aher special fiscal measures.

Fiscal benefits are considered to be fiscal expenses and a duly made declaration of
the benefits used in each tax year is required for the determination and monitoring
of such benefits.

! Trans. Note: A colledive personis an entity, including corporations, cooperatives and cther
asciations, that haslegal capacity.



Article3
(Right to Tax and Customs Benefits)

1. With the exception d the ases referred to in clauses 2 and 3 d this Article, the
undertakings caried ou under the Investment Law and the other legislation
referred to in article 1.2 shal enjoy the fiscal benefits defined in this Code,
provided that the terms, which the undertakings are subject to, are observed.

2. Whadesale and retail commercia undertakings are excluded from entitlement to the
fiscal benefits provided for under this Code, except for:

a) Rura commerce, under the terms provided in regulations;

b) Whoesale and retal commerce undertakings using new purpose-built
infrastructure.

3. The effedive enjoyment of the fiscal benefits canna be revoked, nor can any
acquired rights be curtailed except for those instances, as established in this Code,
where the beneficiary’s obligations are breached or if the benefit was improperly
granted.

4. Equipment may benefit from the temporary import regime & established in the
Preliminary Instructions of the Customs Tariff Schedul €.

Article4
(Transfer of Fiscal benefits)
Fiscal benefits may, while valid, be transferred subject to the terms of the Investment
Law and other legislation referred to in article 1.2 and the authorisation of the Minister
of Planning and Finance and provided that the benefits are maintained unaltered and the
transferee satisfies the requirements for the enjoyment of the benefits.

Article5
(Supervision)
All individual or collective persons, who are holders of the right of enjoyment of the
fiscal benefits governed by this Code, shall be subject to supervision by the Tax
Administration and other competent authorities with regard to the cntrol of compliance
with the prerequisites for the relevant fiscal benefits and the obligations imposed onthe
respective enterprise.

2 The Preliminary Instructions to the Customs Tariff Schedule ae set out in Decree n° 30/ 99 of 24 May
as amended by Deaeen 192001, of 23 July, and Deaeen® 25/ 2001 of 28 August



Article 6
(Supplementary L egislation)
The provisions of the Coll ective Person Income Tax Code (IRPC) , the Personal Income
Tax Code, the Customs Dispute Resolution Code, the Tax Dispute Resolution Code and
the Tax Executions Code and aher applicable legislation in force shal apply to any
omission in this Code provided that the provision in question daes nat contradict the
intent and provisions of this Code.

CHAPTERI
PROCEDURESTO OBTAIN FISCAL BENEFITS

Article7
(Recognition of Benefitsfor Internal Tax Purposes)
Unless provided aherwise, the fiscal benefits applicable to the taxes collected by the
Internal Tax Administration shall be acepted on the submission to the relevant tax
district Finance Office by the representatives of the undertakings having the right to the
fiscal benefits, of:
. the Authorisation® and the Authorisation Terms or other legal instrument issued

by the cmmpetent authority which provesthisright,;

a opy of the declaration d commencement of activity*; together with the

single tax-identification number (NUIT)>.

Article8
(Recognition of Import Benefits)

1. In order to enjoy the fiscal and customs incentives provided for under Code which
are collected by the Customs Services, the list of goods to be imported exempt from
customs duty and aher charges which has been approved by the Ministry of
Planning and Finance shall be submitted to the Customs Services together with the
NUIT®.and aher legaly required items. The exemption shall be effective five days
after the date of submission d thelist and ather items to the Customs Services.

2. The approval of the list referred to in the previous clause shall be obtained after the
issuance of the investment authorisation an the same condtions established in the
Investment Law Regulations and aher applicable legislation.

Article9
(Proof of investments realised)
1. For the purposes of the enjoyment of the income tax benefits provided for under
this Code, the representatives of the enterprise with the right to such benefits shall

% The executory instrument for the issuance of the authorisation is a dispatch (despacho), diploma or
resolution, depending on which Government body isales the authorisation.

* The declaration of commencement of activity is made using Form no. 6. The single identification
number for both VAT and income tax purposesis currently assigned in response to the filing of this
declaration.

® Numero Unico de Identificacéio Tributaria/ NUIT/ is the single identification number for tax purposes
® NUIT = single identification number for tax purposes



submit a statement using the form approved by the Minister of Planning and
Finances indicaing the value of the redised investment and the origin o the
acquisitions and expenditure which are the basis of the deductions being claimed,
including the invoice number and amourt, name of the supdier and the amount to
be deducted as well as any accelerated depreciation taken.

2. For the purpose of the Tax Administration’s determination d the amourt of taxes,
the enterprises referred to in the preceding clause shall submit the declaration
referred to in article 2.3 o this Code a the same time as the submisson d the
individual or corporate persons income tax statement.

CHAPTER I |
SANCTIONS

Article 10
(Sanctions which preclude, suspend or cancel Fiscal benefits)

1. Without prgudice to aher sanctions permitted under the tax and customs
legislation in force, the violation d the provisions of this Code is subject to the
application d sanctions which may, depending on the gravity of the infraction,
preclude , suspend or cancel the goplication d the fiscd benefits.

2. The following are infractions that are subject to the sanction d preclusion [of
benefits]:

a) The failure to register for tax purposes and oliain the single tax-identification
number (NUIT );

b) The failure to maintain an organised set of acoounts and records as required by
the General Plan of Accourts’, the Collective Persons Tax Code and the
Individual Persons Tax Code , excluding thase cases covered by article 3.2(a)
of this Code;

¢) Commission of infractions of a fiscal nature or other recognised by the Tax
Administration.

3. The following are infradions that are subjed to the sanction d suspension [of

benefits]:

a) The systematic failure to pay to the State Treasury the taxes to which [the
benefit holder] is subject or obligated to withhald;

b) Thesubmisson d false information with regard to the ativities [carried out by
the benefit holder];

¢) The disposal of goods that are the subject of afiscal benefit or the use of such
goods for ancther purpose withou the prior approval of the Fiscal Authority
who authorised the benefit;

d) Thefailureto submit the declaration required under article 2.3 o this Code;

e) The coommission d infradions of a fiscal nature and ahers recognised by the
Tax Administration.

f) The non-observance of the wndtions impaosed in the authorisation d the grant
of the fiscal benefits.

" The General Plan of Accountsis ®t out in Resolution 1384, of 14 December



4. The repeded commisgon of the infractions referred to in the previous clause shall
be subject to the sanction d cancdlation.

5. The sanctions of preclusion, suspension a cancellation of fiscal benefits sall only
be applied onthe basis of afiscal infraction related to the particular benefit granted.

Article11
(Suspension and Cancellation of Fiscal Benefits)
1. The enjoyment of fiscal benefits dhall terminate at the end d the term for which
granted or when the sanction o cancellation has been applied.

2. Thecancellation a suspension d fiscd benefits results in the automatic goplication
of taxation generally provided for by law.

3. In the @se of the gplication o the sanction o suspension d benefits, the
suspension shall remain in effect until the complete restoration d the situation that
caused the suspension, including the payment of the fiscal revenue due within sixty
days of the date of nctification by the cmpetent services of the anount not
coll ected.

4. The holders of the right to fiscal benefits are obligated to declare, with the period o
thirty days, that the factual or legal circumstances on which the fiscal benefit is
based has ceased, unless the cessation is known informaly. The same
communication shall be made in the case of the suspension d the fiscal benefits.

Article 12
(Competency for the Application of Sanctions)
1. The National Director of Tax and Audit is, in co-ordination with the Centre of
Promotion of Investments, the competent authority to apply the sanction of
preclusion d fiscal benefits provided for under this Code.

2. The Nationa Director of Tax and Audit shall also be the mmpetent authority to
apply the sanction d the suspension of the fiscal benefits provided for under this
Code on the basis of information and opnions provided by the cmpetent fiscal
services®,

3. The Minister of Planning and Finance is the competent authority for the goplication
of the sanctions that cancel fiscal benefits.

8 Services refer to the locd tax office (Reparticéo de Financas) or Customs offices.



TITLE [I
FISCAL BENEFITS
CHAPTER |
BENEFITSUNDER THE INVESTMENT LAW
SUBCHAPTER |
GENERAL BENEFITS

SECTION |
Benefits Regarding the Import of Goods

Article 13
(Exemption of Import duties)
Investments in undertakings authorised pusuant to the Investment Law and
Regulations, shall benefit from exemption from payment of import duties on equipment
included in class “K”° of the Customs Tariff Schedule, without prejudice to the
provisions of the following article.

Article 14
(Prerequisite for the Exemption of Import Duties)
The benefits referred to in the previous article shall only be granted when the goods to
be imported are ather not produced within the territory of Mogambique or, if produced,
do nd satisfy the specific purpose or operational charaderistics required o inherent in
the nature of the project and particular activity to be developed and carried out.

SECTION I
Fiscal benefitsin Respect of Revenue

Article 15
(Tax Credit for I nvestment)

1. Investments carried out under the Investment Law shall benefit, for the period of
five (5) tax years, from an investment tax credit (CFl) equal to five (5%) percent of
the total investment realised. This investment tax credit shall be deductible from the
amourt of the assessment of the Corporate Income Tax (IRPC) up to the total
amourt of the tax assesgnent.

2. Inthe case of ataxpayer subject to the Personal Income Tax (IRPS), the deduction
of the investment tax credit (CFl) referred to in the previous clause shall be made
only in respect of the tax onthe total revenues belonging to the Second Category of
IRPS derived from the activity benefiting from the incentive. The deduction shall
be up to the anourt of such tax assessed.

3. Any portion o the tax credit not used in any tax year may be deducted in the
following years, provided that the tax credit shall be used within five (5) tax years

¥ Class“K” of the Customs Tariff Schedule generally includes equipment, machinery and other materials
of a caital nature.



counting from the date of the @wmmencement of the investment in ongoing
projeds and from the date of commencement of operations for new projects.

4. In the cae of investment projects readlised in Gazg Sofda, Tete and Zambézia
Provinces, the percentage referred to in clause 1 shall be ten (10%) percent and for
investment projects in Cabo Delgado, Inhambane and Niassa Province, the
investment tax credit percentage shall be set at fifteen (15%) percent.

5. For the purposes of the provisions of the previous clauses, only investment in new,
fixed tangible asts used in the operations of the enterprise within Mozambican
territory shall qualify.

6. The provisions of this article shall not apply when the investment in tangible fixed
asstsisin respect of:

a) The onstruction, acquisition, restoration a extension d any buildings;
b) Passenger vehicles,

¢) Furnishings and articles of comfort and decoration;

d) Lesure equipment;

€) Speciaised equipment considered to be advanced technology under the terms
of this Code™; and

f) Other investment assets naot directly or necessarily associated with the
productive activity carried ou by the enterprise.

7. For the purposes of this Code, the commencement of the investment is considered
to ocaur a the moment when the procedure to acquire the fiscal benefits provided
for under this Code ae initiated, after the approval of the investment project and
the commencement of operations [the moment when the taxable revenue producing
operations are mmmenced].

Article 16
(Accelerated Depreciation)

1. Accelerated depreciation is permitted for new immovable assts used in the
furtherance of the undertakings authorised undx the terms of this Code.
Accelerated depreciation is depreciation at twice the normal rate set by law'* for the
calculation d the depreciation and amortisation that is treated as deductions for the
purpose of determination d taxable income subject to Corporate Income Tax
(IRPC) and Personal Income Tax (IRPS.

2. The provisions of the previous clause also apply to rehabilitated immovable as<ts,
madhinery and equipment used in industrial and agro-industrial activities.

0 See aticle 17
" Portaria 20 817 of 27 January 1968



Article 17
(M odernisation and Introduction of New Technology)
The amount invested in specialised equipment, which is considered by the
competent authority to be advanced techndogy, for the development of activities in
undertakings authorised urder the Investment Law, shall, during the first five years
counting from the date of commencement of activity, benefit from a deduction from
taxable income for the purposes of the calculation d Corporate Income Tax (IRPC)
up to amaximum amourt of fifteen (15%) percent of taxable income.

The same deduction urder the same terms as provided in the previous clause shall
be gplicable to income subject to the Personal Income Tax (IRPS), but only in
respect of income from adivities belongng to the Second Category of IRPS

Article 18
(Professional Training)
Investment expenditure for professional training of Mozambican workers shall, up
to a maximum amourt of five (5%) percent of taxable income, be deductible from
taxable income for the purposes of calculating Corporate Income Tax (IRPC)
applicable to authorised urdertakings under article 1 of this Code, during the first
five years counting from the date of commencement of activity.

When the profesdonal training is for the use of technologically advanced
equipment as referred to in the previous article, the allowable income tax deduction
for the purposes of the cdculation o the Corporate Income Tax (IRPC) shall be a
maximum amount equal to ten (10%) percent of taxable income.

The same deductions under the same terms provided under the previous clauses
shall be applicable to income subject to the Personal Income Tax (IRPS), but only
in respect of income from adivities belonging to the Second Category of | RPS.

. The investment expenditure referred to in the previous clauses does not include
eguipment and aher assats of the enterprise used for professional training.

Article 19
(Tax Deductible Expenditure)
During a period of ten years counting from the date of production, enterprises
eigible for the fiscal benefits under this Code the following expenditure may be
treded as deductible expenditure for the purposes of calculation o Corporate
Income Tax (IRPC):

a) Inthe cae of undertakings carried ou in the City of Maputo, one hunded and
twenty (120%) percent of the value of expenditure in the cnstruction and
rehabilitation o roads, railways, airports, mail delivery, telecommunications,
water suppy, eledric energy, schools, haspitas and aher works that are



considered to be of public utility by the competent authority and daumented
by the Tax Administration;

b) In the ase of the rest of the Provinces, an amourt equa to ore hunded and
fifty (150%) percent of the expenditure, under the same terms as clause 1(a) of
this Article.

c) Inthe case of expenditure for the aquisition for personal ownership of works
of art and other objects that are representative of Mozambican culture as well
as activities that contribute to the development of such works, fifty (50%)
percent of the expenditure subject also to the terms of the Law for the Defence
of Cultural Patrimony, Law 10/88, of 22 December.

2. The terms and povisions of the previous clause shall be applicable to income
subject to the Personal Income Tax (IRPS), but only in resped of income from
activities belonging to the Seand Category of IRPS

SECTION Il
Other Generic Benefits

Article 20
(Exemption from Stamp Tax)
The acts for the incorporation d companies including the alteration of the share capital
and the aticles of association are exempt from stamp duty during the first five (5) yeas
counting from the commencement of the investment or from the commencement of
operations, provided that same relates to undertakings whaose investments are covered
by article 1 of this Code.

Article 21
(Reduction in the rate of the Real Property Transfer Tax)
Undertakings authorised under this Code shall benefit from a fifty (50%) percent
reduction in the rate of the real property transfer tax (SISA) with regard to the
acquisition of immovable property used in industry, agro-industry and hdel industry,
provided that the property is acquired within the first three (3) years counting from the
date of the authorisation d the investment.

SUBCHAPTER I
SPECIAL BENEFITS
SECTION |
Agriculture

Article 22
(Exemption of Import duties)
1. Investment undertakings in agriculture, which are authorised in accordance with the
Investment Law and Regulations, shall benefit from an exemption from payment of
import duties on equipment included in Class"K" of the Customs Tariff Schedule.



2. The benefit referred to in the previous clause shall only be dlowed when the goods
to be imported are nat produced within Mozambican territory or if produced donat
satisfy the particular characteristics either required in terms of the intended use and
purpose or inherent to the nature of the project and the respedive adivity to be
developed and carried out.

Article 23
( Reduction of the Rate of |ncome Tax)
1. Investment undertakings in agriculture, caried ou pursuant to the Investment Law
and Regulations, shall, until the year 2012, benefit from an eighty (80%) reduction
in the tax rate gplicable to profits from agricultural ventures.

2. In the case of taxpayers subject to Persona Income Tax (IRPS, the reduction
provided for in the previous clause shall only apply to taxable profits derived from
activity benefiting from the incentive and hbelonging to the Second Category of
Personal income Tax (IRPS).

3. Atthe end d the period stipulated in clause 23.1, new undertakings covered by this
section shall be entitled to the fiscal benefits provided for under articles 15 and
16" of this Code.

Article 24
(Additional Benefits)
The fiscal benefits provided for in articles 18 to 21 o this Code™ shall also apply to
investment undertakings in agriculture that are wvered by this sction.

SECTION I
Hotel and tourism activity

Article 25
(Qualifying I nvestments)
1. Theprovisionsof this sedion apply to hael and tourism industry investments
approved uncer the terms of Law 3/93 d 24 June (Investment Law) and respective
Regulations, namely:

a) therehabilitation, construction, expansion a modernization of hotel
installations and respective auxiliary or related fadlities having the principal
purpose of the suppy of tourism services; and

b) thedevelopment of National Parks and Reserves.

2 |nvestment Tax Credit

3 Accderated depredation

14 Tax deduction for training (art 18), capital all owance (art.19), stamp dity exemption (art.20), reduction
of red property transfer tax (art.21).
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The provisions of the previous clause shall not apply to thase investments that
concern:

a) therehabilitation, construction, expansion a modernisation d restaurants,
bars, tavern, eating-house, discotheque and aher similar places when na part
of any of the facilities referred to in the previous clause;

b) the establishment of camp grounds and caravan perks;
c) carrenta businesses; and

d) activitiescarried out by travel agencies, tourism operators and similar
activities.

The investmentsin hael and tourism adivity approved under the provisions of Law
3/93 d 24 Jure (Investment Law) and its Regulations, which are excluded from the
special benefits under the terms of the previous clause shall enjoy the generic
benefits provided for under articles 13t021 d this Code™.

Article 26
(Exemption from Import duties)
The hotel and tourism investments covered by article 25.1 of these Regulations,
shall benefit from an exemption from payment of import duties on equipment
includein class & 2 of the Customs Tariff Schedule.

The fiscal benefit referred to in the previous clause shall only be al owed when the
goods to be imported are not produced within the national territory or if produced
do nd satisfy the particular characteristics either required in terms of the intended
use and pupose or inherent in the nature of the project and the respective ativity to
be developed and carried out.

Article 27
(Tax Deduction for Investment and Accelerated Depr eciation)
The investments covered by this Section shall also benefit from the tax credit
provided for under article 15 d this Code, but with the alditional amount of 3
percentage points'®.

Accelerated depreciation is also permitted for new immovable assets, automotive
vehicles and aher tangible fixed equipment assets when used in hael and tourism
activities as part of undertakings carried ou under the terms of the Investment Law.
Beneficiaries may opt for arate of depreciation upto three times the normal rate for

15 Namely, exemption from customs duty on ClassK’ imports (art. 13); 5% investment tax credit (art.

15); ac& erated depreciation (art. 16); deduction for new techndogy (art 17); tax deduction for training
(art. 18); capita allowance (art. 19); stamp duty exemption (art. 20); red property transfer tax exemption

(art.21).
'8 The investment tax credit is therefore 8% of the quali fying amount of investment.
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3.

4.

depreciation as a deductible st for the purpose of determining taxable income
subject to Corporate Income Tax (IRPC) or Personal Income Tax (IRPS.

The benefits established in this article shall only apply to investments projects
approved up urtil 31 December 2007,

At the end d the time period fixed in the previous clause, new undertakings
covered by this section shall be entitled to the fiscal benefits provided for in articles
15and 16 of this Code.

Article 28
(Other fiscal benefits)

The same undertakings referred to in the previous clause shal also benefit from the
incentives provided for in articles 18to 21 of this Code®".

SECTION Il
L arge Scale Projects

Article 29
(Exceptional I ncentives)
The undertakings having investment that exceed the equivalent of five hunded
million (US$500000000.00) United States Dollars, as well as investments in
puldic domain infrastructure caried out under the regime of a concesson may
benefit from exceptional incentives with regard to import duties, income tax, real
property transfer tax and stamp duty. These exceptional incentives sall be subject
to propcsa by the Minister of Planning and Finance and granted under a
contractual regime by the Courcil of Ministers.

The grant of the benefits shall be subject to the execution d a ntract between the
State and the entity promoting the project, as approved by the Courcil of Ministers.
This contrad shall establish the objedives, the goals, the incentives to be granted
and the penalties in the event of breach.

The incentives referred to in the previous clauses $all be granted for a period up to
ten (10) years and shall nat be in addition to the other incentives provided for in this
Code.

To quaify for the exceptional incentives referred to in this Article 29, the
undertakings $all demonstrate financial, technical and econamic feasbility and
shall satisfy the following condtions:

a) Materialy promote and accelerate the national econamic development;

b) Materially reduce the regional imbal ances;

¥ Tax deduction for training (art 18), capital all owance (art.19), stamp dity exemption (art.20), reduction
of red property transfer tax (art.21).
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¢) Create a least five hunded (500) work posts or induce the creation d at least
one thousand (1000 work posts within the maximum period d three (3) yeas.

Investments projects invaving the following econamic activities shal be
considered material to the promotion and aaceleration d the national econamic
development:

a) Agriculture, aquaculture, livestock agriculture and forestry;
b) Agro-industry;
¢) Manufacturing;

d) Construction d railway, road, port and airport infrastructure and related
equipment.

€) Tourism activities;

Undertakings located in or having a significant impact on lessdeveloped zones are
considered to be material to the reduction d regional imbalances.

Article 30
(Exemption of Import duties)
The undertakings falling within the scope of the previous article and authorised
under the terms of the Investment Law and Regulations, shal, subject to the
provisions of the following clause, benefit from an exemption from the payment of
import duties on equipment included in class &2 of the Customs Tariff Schedule.

The benefits referred to in the previous clause will only be granted if the goods to
be imported are not produced within Mozambican territory, or if produced within
Mozambican territory do nd satisfy the particular characteristics either required in
terms of the intended use and pupaose or inherent to the nature of the project and
the respective activity to be developed and carried ou.

Article31
(Fiscal benefits on Income — Investment Tax Cr edit)
Investments, which are included in the scope of this sction and which are carried
out uncer the terms of the Investment Law, shal, during the first five tax years,
benefit from an investment tax credit ranging ketween five (5) percent to ten (10%)
percent of the total investment realised, that shall be deductible from the Corporate
Income Tax (IRPC) payable, up to the anourt of the tax payable.

The portion of the investment tax credit not used in a tax year may be deducted in
following years, provided that the use of the tax credit shall expire in the fifth (5™)
tax year courting from the commencement of the investment for on-going projeds
and from the mmmencement of operations for new projects.

-13-



3.

In the cae of investment projects realised in Gaza Sofala, Manica, Tete, Zambézia
and Nampula Provinces, the investment tax credit percentage referred to in Clause
1 shall be set between ten (10%) percent up to twenty (20 %) percent and in Cabo
Delgado, Inhambane and Niassa Province, shall be set between fifteen (15%)
percent up to thirty (30%) percent.

Only investment in new, fixed tangible immovable assets used in the operation of
an enterprise within the Mozambican territory shall qualify for the purpose of the
terms and provisions of the previous clauses, but excluding the following:

a) Passenger vehicles,
b) Furnishings and articles of comfort and decoration;
c) Leisure equipment; and

d) Any other investment assts nat diredly and recessarily conrected to the
productive activity carried ou by the enterprise.

Article 32
(Additional Benefits)

The fiscal benefits provided for in articles 18 to 21 of this Code'® shall also apply to the
undertakings covered by this sedion.

1

2.

3.

SECTION IV
Rapid Development Zones
Article 33
(Eligible Activities)
New undertakings located in geographic aeas denominated Rapid Development
Zones (ZRD) and carrying out eligible activities as defined in this article, shall
enjoy the fiscal benefits provided for in this sction.

The following regions in Mozambique, namely the Zambezi Valley, Niassa
Province, Nacala District, Mogambique Island and Ibo Island, are considered to be
Rapid Development Zones (ZRD).

The Zambezi Valey is defined as the geographical areathat includes:
a) All of thedistricts in the province of Tete;

b) The districts of Morrumbala, Mopeia, Chinde, Milange, Mocuba, Maganja da
Costa, Nicoadaa, Inhassunge, Namacurra and Quelimane in the province of
Zambézia;

18 Tax deduction for training (art 18), capital allowance (art.19), stamp duty exemption (art.20), reduction
of red property transfer tax (art.21).
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¢) the districts of Gorongosa, Maringu , Chemba, Caia, Marromeu, Cheringoma
and Muanzain the province of Sofala;

d) thedistricts of Baru , Guro, Tambara and Macossain the province of Manica
The following adivities are digible:

a) Agriculture,

b) forestry;

¢) Aqueculture;

d) Livestock raising;

€) Lumbering;

f) Game aiimal exploitation;

g) Water supdy;

h) Electric energy generation, transmission and dstribution;

i) Telecommunications;

j)  Construction d pubic utility infrastructure;

k) Construction d housing;

I) Construction d agricultural infrastructure;

m) Construction d hotel, tourism and similar infrastructure and operation;
n) Construction d commerce infrastructure;

0) Industry;

p) Cargo and passenger transport;

g) Education;

r) Hedth.

Individual and colledive persons who carry out the same activity or other activities
in other parts of Mozambique shall be antitled to enjoy the fiscal benefits provided
for in this article only in respect of the ativities that are listed in the previous
clause andthat are caried out in the Rapid Development Zone (ZRD).

The fiscal and customs benefits provided for in this section are not cumulative with
the other special benefits set forth in this Code.

-15-



The regime provided for in this sedion shall remain in force until 31 December
2015 Thereafter the undertakings qualifying for this regime shall be subjed to the
normal tax system as of 1 January 2016

Article 34
(Exemptions from Customs Duties)
Undertakings in the activities listed in the previous article that are carried ou in a
Rapid Development shall benefit from an exemption from import duties on the
importation o goods included in classes &2 and 8 © *° of the Customs Tariff
Schedule.

The exemption referred to in the previous clause shall only be available during the
first three years of the implementation d the project and provided that there do nd
exist similar locally produced goods having the same quality and/or technical
specifications.

Article 35
(Fiscal benefitsin resped of Income)
The undertakings carried ou under the terms of the Investment Law in activities
listed in this section which are located in a Rapid Development Zone shall, during
five tax years, benefit from an investment tax credit (CFI) set at an amount equal to
20% of the total reaised investment, that is deductible from the Corporate Income
Tax payable up to an amourt equal to the anourt of tax payable.

In the case of a taxpayer subject to the Persona Income Tax (IRPS), the deduction
of the investment tax credit (CFl) referred to in the previous clause shall be made
only in respect of the tax onthe total revenues belonging to the Second Category of
IRPS derived from the activity benefiting from the incentive. The deduction shall
be up to the anount of such tax assessed.

The portion d the tax credit not used in a tax year may be deducted in the
subsequent years. The tax credit shall expire in the fifth tax yea counting from the
date of commencement of operationin the ase of new projeds.

Article 36
(Exemption from Real Property Transfer Tax (SISA))
The transfer of State property to third parties is exempt from rea property transfer
tax (SISA) provided that the property in question is infrastructure to be used in the
development of economic activities listed in article 33.4 of this Code.

The exemption referred to in the preceding clause shal not apply to any other
transfers of property. However such ather transfers shall, for five (5) years from the

¥ Class° of the Customs Tariff Code includes intermediary goods, that isinputs sich as raw materials
and other materials
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date of commencement of activity, benefit from the reduction d the rate of the red
property transfer tax as stipulated in article 21 o this Code.

Article 37
(Benefits Complementar es)
The undertakings qualifying for the fiscal benefits under this section shall also enjoy the
benefits provided for in articles 18 to 21 of this Code?.

SECTION V
Industrial Free Zones

Article 38
(Indirect Tax Exemptions)

1. The Developers of Industrial Free Zones are entitle to an exemption from customs
duties on the importation d construction materials, machinery, equipment,
accessories, accompanying spare parts and aher goods destined to the exercise of
the activity licensed as an Industrial Free Zone.

2. Indwstriad Free Zone Enterprises are aentitled to an exemption from customs duties
on the importation o goods and merchandise destined to be used in the
implementation of projects and the operation of the adivities that have been
authorised under the terms of the Industrial Free Zone Regulations, approved by
Decree 62/99 of 21 September®™.

3. The exemptions referred to in clauses 1 and 2 d this article extends to the Vaue
Added Tax (VAT) and the Specific Consumption Tax (SCT), and includes interna
acquisitions as provided in the VAT Code gproved by Decree 51/98 d 29
September [as amended] and in the SCT Code gproved by Deaee 52/98, of 29 o
September[as amended].

4. The exemptions provided for in this article do nd include food acohdic
beverages, tobaaco, clothing and aher articles of personal and domestic use.

Article 39
(Taxes on income)

1. The Developers of Industrial Free Zones and the Industrial Free Zone Enterprises
holding an IFZ Certificate shall, for the period d ten (10) years, benefit from a
sixty (60%) percent reduction in the rate of Corporate Income Tax (IRPC) on the
profits derived from the exercise of activities licensed under the IFZ Regulations
approved by Deaee 62/99 of 21 September [as amended)].

2 Tax deduction for training (art 18), capital allowance (art.19), stamp duty exemption (art.20), reduction
of red property transfer tax (art.21).
21 Amended by Decree 35/2000, of 17 October,
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2. The enterprises that benefit from the tax regime referred to in the previous clause,
shall have duly organised accourts and records in accordance with the Corporate
Income Tax Code and shall file the appropriate statement with the local tax office
in accordance with the schedule established in the tax legislation.

Article 40
(Real Property Transfer Tax (SISA) Exemption)
IFZ Developers and IFZ Enterprises are exempt from real property transfer tax (SISA)
payable onthe acquisition and use of immovable assets.

CHAPTERII
INVESTMENTSUNDER THE MINING LAW

Article41
(Import [and Export] Benefits)

1. Undertakings carried out under Law 14/2002 d 26 June (Mining Law), shall
benefit from an exemption from customs duties owing on the importation of
equipments, apparatus, materials and spare parts for prospeding and exploration,
mineral production and the exportation of mineral resources.

2. Theimports referred to in the previous clause shall aso benefit from an exemption
from Vaue Added Tax (VAT) and Spedfic Consumption Tax (SCT) as provided in
the VAT Code gproved by Decree 51/98 d 29 September [as amended] and in the
SCT Code gpproved by Decree 52/98, of 29 of September [as amended].

3. The same exemptions provided in the preceding clauses dall benefit both the
contractors and subcontractors provided that the imported goods are destined for
use in the same undertaking.

Article 42
(Income Tax Benefits)

1. Until the year 2010, investments carried ou under the Mining Law, whose
investment value exceeds five hunded thousand (US$500,000.00) United States
Dollars dhall, during the first five (5) years from the commencement of production,
benefit from a twenty-five (25%) percent reduction in the rate of the Corporate
Income Tax (IRPC).

2. Subject to the terms of the preceding clause, in the case of taxpayers subject to
Personal Income Tax, taxable income derived from the activity benefiting from the
incentive and belonging to the Seand Category of IRPS, shall, during the first five
(5) years, have adeduction’ of 25%%,

% The use of the word 2deductiorP is probably a typographical error and should be deduct ion° as written
in the preceding paragraph.

2 Under article 6 of the Mining Law, only a Mozambican incorporated company may hold a mining
licence, athough an individual may hold a mining certificate for small er scde projeds, but which are
unlikely to qualify for the five hundred million ddlar threshold.
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3. Investments in an amourt less than that stipulated in clauses 1 and 2 shall benefit
from the incentives provided for in articles 15 e 16 of this Code®®, with regard to
Corporate Income Tax and Personal Income Tax.

Article43
(Additional Benefits)

Except in respect of contractors and subcontractors, the fiscd benefits provided for in
articles 18 to 21 o this Code®™, shall also apply to undertakings referred to in article

42.1.

CHAPTER I |
INVESTMENTSUNDER THE PETROLEUM LAW

Article 44
(Import [and export] Benefits)

Enterprises that carry out petroleum operations, onshore and df-shore, in the Repuldic
of Mozambique , including their contractors and subcontractors, shall, during the term
of the licence, benefit from:

a)

b)

d)

Exemption from customs duties with regard to the importation d goods
destined to be used in petroleum operations, vehicles and aher imported
suppies excluding passenger vehicles for the transport of passengers (sic);

Temporary importation with suspension o payment of duties and other
customs and fiscal charges on goods destined for use in petroleum operations,
such as drilling rigs, machinery, equipment, aircraft and bats in accordance
with the terms of the Preliminary Instructions of the Customs Tariff Schedule;

Exemption from customs duties on the exportation d the goods referred to in
the preceding paragraph orce such goods are no longer needed for the
petroleum operations, except that the revenue obtained from the exportation d
such goods which will be the subject of assesgnent of Corporate Income Tax
(IRPC).

Exemption of customs duties and customs charges with regard to the
exportation of petroleum produced in the Repullic of Mozambique.

The imports and exports referred to in the preceding paragraphs shall aso
benefit from an exemption from the Value Added Tax (VAT) as provided in
the VAT Code approved by Decree 51/98 of 29 September [as amended] and
the Specific Consumption Tax (SCT) in the SCT Code aproved by Decree
52/98, of 29 of September [as amended].

2 5% investment tax credit (art.15); accel erated depredation (art.16).
% Tax deduction for training (art 18), capital all owance (art.19), stamp dty exemption (art.20), reduction
of red property transfer tax (art.21).
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Article 45
(Income Tax Benefits)
Until the yea 201Q investments carried ou under the Petroleum Law, shall, during the
first eight (8) years from the @mmmencement of production, benefit, from a twenty —five
(25%) percent reduction in the rate of the Corporate Income Tax (IRPC).

Article 46
(Additional Benefits)
Except in respect of contractors and subcontractors, the fiscd benefits provided for in
ar:;izg:les 18 to 21 d this Code®®, shall aso apply to undertakings referred to in article
43,

CHAPTER IV
DIVERSE PROVISIONS

Article 47
(General Transitory Regime)

1. Fiscal benefits for which rights have been acquired o the gplications have been
prepared and submitted on the basis of the previous Fiscal Benefits Code approved
by Decree 12/93 d 21 July as amended, before the entry in force of this Code ae
maintained in accordance with the terms granted.

2. The investment projects submitted for analysis and approval prior to the entry into
force of this Code shall be analysed and cecided in accordance with the terms of the
Fiscal Benefits Code approved by Decree 12/93 of 21 July, except where the
applicants choose and expressly request the application d this Code with the
maximum period d sixty (60) days courting from the date of this Code's entry into
force.

3. Until the entry into force of the new Corporate Income Tax (IRPC) and the
Personal Income Tax (IRPS the correspondng fiscal benefits sall, with regard to
the projects authorised uncer this Code, apply to the Industrial Contribution.

Article 48
(Expiry of fiscal benefits)
Temporary fiscal benefits expire @ the end d the time period for which granted and
fiscal benefits aubject to certain conditions dall expire on the occurrence of the
respective resolutive condtion or nonobservance of the obligations imposed on the
beneficiary of the benefit.

% Tax deduction for training (art 18), capital all owance (art.19), stamp dty exemption (art.20), reduction
of red property transfer tax (art.21).
% The reference should be to article 44.
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Article 49
(Disposal of goods subject to fiscal benefits)
When the fiscal benefit involves- the acquisition of goods to be used drectly in the
realization d the purposes of the buyers, the benefit shall no longer apply if the goods
are sold o used for a different purpose withou the authorisation d the competent
authority, without prejudice to ather sanctions.

Article 50
(Instructions for the deter mination of the tax expenditure)
In order to ensure the uniformity of the applicaion of the fiscal benefits, relevant
instructions sall be issued regarding the procedures to be observed in the making of the
statement referred to in article 2.3 of this Code.
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