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Does tax actually matter in Africa?

63% of CEO’s globally say competitiveness of tax regime is key
consideration when deciding where to operate

265% of the African CEO’s indicate the same

—267% of African CEO’s say increasing tax burden is concern

75% of CEQ’s agreed it is important their company pays their fair share
of tax

Doing business in Angola en Mozambique 12 december 2014
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Africa is on the right path ...

Table 2.3: Africa®

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

2012 2012
2013 (restated) (published)

—M Total
il Tax Rate (%) 50.6 52.9

Big reductions in the Total Tax Rate
The replacement of cascading sales taxes
means the region no longer has the
319 320 highest rate. Marginal improvements in
the time to comply continue, but
. : y N electronic filing and payment provides
Number of 360 | [ 361 the largest opportunitieis for the region

payments
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... Mozambique does well re Total Tax Rate, but

performs less re Number of Payments ...
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... Angola is overall not well rated
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Netherands Mozambigue World Angola Africa

[ | Corporate income tax B Lebourtexes 0 Consumption taxes
Source: PwC Paying Taxes 2015 analysis

Overall World Africa Doing
rankings (189 total) (53 total) business
Angola 144 42 181
Mozambique 123 22 127
Netherlands 23 - 27
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Overview of most relevant tax rates

I

1. Corporate Income Tax Non-Mining Companies: 30% / Mining Companies: 25%
Petroleum companies: 50% / Agriculture: 15%

2. Dividends 10% Withholding Tax / Exemption apply

3. Capital Gains 0% / 10% / 35% on the sale of shares

4. Individual Income Tax 0% -17%

5. Consumption Tax 5% - 10% (other rates apply on local manufacturing)

6. Property Transfer Tax 2%

7. Property Income tax 15% on rental income

8. Social Security 3% (employee) / 8% (employer)
9. Stamp Duties 0.2% - 5% (1% on turnover)

10. Mining Royalties 2% - 5%

11. Services 6,5%

12.Transfer Pricing Acknowledge OECD Guidelines

13. Other Customs Duties, Excise Duties and Municipal Duties

Doing business in Angola en Mozambique 12 december 2014
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Types of companies

Various types, most commonly used is private limited company (Ltd)
and branches

1. Legal personality Yes That of parent
2. Tax personality Yes Yes
3. Liability Limited to shareholding Head office
4. No. of Shareholders 10r2 Head office
5. Incorporation Registration costs Same Same
6. Stakeholder’s perception Long-term presence Short-term presence
7. Audited Accounts Mandatory Mandatory
8. Taxation of dividends 10% WHT 0% WHT
Doing business in Angola en Mozambigue 12 december 2014
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Key items

Compliance drive

Taxpayers warned on outstanding
returns

Non-compliance penalties and
interest from 55% to 330% Interest
levied at 36% p.a.

Suspended Forex, Visas and
importation.

Doing business in Angola en Mozambique 12 december 2014
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Key items

Local content /
Angolanization

Employment

Ownership of businesses

Industry, production and services

Doing business in Angola en Mozambique
PwC

Transter pricing for
major tax payers

Major tax payers identified

Turnover > 70 mio USD

Only certain methods allowed

12 december 2014
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Key items

Structuring?

No treaties
Optimisation interest deductibility
Exit strategy

Branch vs company

Doing business in Angola en Mozambique
PwC

Dutch
HoldCo

]

<

Angola
Co

[ Dutch ]
HoldCo

Dutch Co

[ Angola |
Co
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Most relevant tax rates

Corporate Income Tax Residents: 32% final tax

Dividends 20% withholding tax

Residents: 32% (taper relief available!)

Capitl g Non-residents: 32%
Individual Income Tax 10% - 32%
VAT 17%
Property Transfer Tax 2% / 10%

(o)
Social Security 4% (employer)

3% (employee)
0,2% -50%
Stamp Du ’
p Duty 200,00 MT - 2.500,00 MT
Customs Duties
Other . . . .
Excise Duties, Municipal
Doing business in Angola en Mozambique 12 december 2014
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Types of companies

Most commonly used is private limited liability company (Lda)

Distinction factors Company Branch
1 Legal personality Yes No
2 Tax personality Yes Yes

Limited to the amount of Head office is fully
3 Liability the company’s share responsible for branch’s
capital liabilities
4 No. of shareholders Minimum of 2 or 3 Not applicable
s lncomonion/
6 Stakeholder’s perception Long-term presence Short-term presence
Doing business in Angola en Mozambigue 12 december 2014
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Types of companies

Item Distinction factors Company Branch
7 Audited accounts it il fory (ergggitone Mandatory
apply)

8 Import license Easy to obtain Difficult to obtain
9 Duration Unlimited itaaniiedl (i3 § yrearss

renewable)

' o 20% WHT on dividends No te}xatlon on remittance of
10 Taxation of dividends e profits from branch to head
distribution
office
11 E}hglbth 0 . Suitable for all Limitation (e.g. mining)
licenses/concessions
12 Liquidation/closure Complex Simple
Doing business in Angola en Mozambique 12 december 2014
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Key items

Transfer pricing

Basic and lacking further regulation

Not enforced, but ...

Doing business in Angola en Mozambique
PwC

Employment of
foreign staff

Certain quota per size company

Approval / authorization needed

12 december 2014
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Key items

Exchange control

Doing business in Angola en Mozambique 12 december 2014
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Key items

Structuring
[ Dutch ] [ Dutch ]
: HoldCo HoldCo
Treaties *
VS
[ Moz ] [ SA ]
Withholding tax Co Co
Exit strategy < ‘
Moz
[ ] RoA
Co
32% vs 0% (?)
Doing business in Angola en Mozambique 12 december 2014

PwC 21



| .
Treaties

Recipient

Dividends (%)

Interest (%)

Royalties (%)

Management and

consultancy fees
(%)

Standarq rate 20% 20% 20% 20%
(domestic law)
Botswana O or 12* 10 10 oF¥*
India 7.5 10 10 O***
Italy 15 10 10 oF***
Macau 10 10 10 10
Mauritius 8 or 10 or 15* 8 5 o***
Portugal 10 10 10 O***
[ | South Africa 8 or 15* 8 5 o¥**
United Arab Emirates o* o** 5 (0 Jad
Vietnam 10 10 10 O***

* The applicable rate of WHT depends on the beneficial shareholding of the recipient.

** Country of residence of the recipient of an income has the taxing right except that in some cases the source state could also subject such

income to tax.

***In practice, though, the Mozambican Tax Authorities tend to tax management and consultancy fees as royalties.

Doing business in Angola en Mozambique

PwC
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' PwC presence in Africa
How can we help?

eI

EL Niger Sudan

Cape Verde
..
Sene
Gambi

Guinea Bisw
-\
Sierra Leo. " aep o
Libe &

Democratic
Republic
of Congo

Sao Tomé and Pn‘ncipeA

Equatorial Guinea Seychelles

Qomoros
+Mayotte

I PwC offices

I For services in these territories
please contact a neighbouring territory

Doing business in Angola en Mozambique
PwC

1..;:

In Africa...

Member firms in 33 countries with over 8,500
people.

We have the largest footprint of professional
services all the firms on the African continent.

All our African firms are locally-owned.

Provide a range of professional business
advisory services to the public and private
sectors throughout the continent.

Committed to the development and prosperity
of the African people and economies.

12 december 2014
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PwC presence in Africa
How can we help?

One stop service

Alignment with pan-African

and global objectives

Quick and quality response on
general as well as specific
questions

Doing business in Angola en Mozambique 12 december 2014
PwC 25



Thought leadership

One page tax summaries

Contacts

For more detailed information, please

contact your tax services team:
Mozambique

Joao Martins +258 21 350 400
Jjoao.L martins@mz.pwe.com

Malaika Ribeiro +258 21 350 400
malaika ribeiro@mz.pwe.com

Tax Summary

Mozambique

Tax Indicators Residents
Fiscal year-end
Companies
Income Tax 32%

Tax on capital gains Part of business income: 32% final tax
General sales tax Not applicable

Value-added tax 17%

Individuals

December (companies may apply for a different tax year)

Individual Income Tax 10%-32% final tax

Basis of taxation Residence
Withholding tax

Dividends 20%'
Interest 20%
Royalties 20%
Technical and management fees 20%
Exchange controls Exist

Non-residents

December (but branches may apply for a different tax year)

20% or 10% definitive withholding tax
32% final tax

Not applicable

17%

Tax Summary

Angola

Thin capitalisation
Transfer pricing
Double tax treaties

Debt to equity ratio of 2:1 applies
Am’s length principle applies
Botswana, Macau, Mauritius, India, Italy, Portugal,

Tax Indicators Residents Non-residents
Fiscal year-end December December
Companies

Income tax' 35% 35%

Treaties awaiting conclusion and/or  None
ratification

South Africa (Africa Desk) (1) Dividends received by a Mozambican resident entity from another Mozambican resident e
= i (withholding) tax and corporate tax, provided that the following conditions are met:
delloEsnimel +2711797 5990 (1A ihisshic) dtog recquiterant of shloast 0% bl
jelle.y keijmel@za.pwe.com (i) The shareholding has been held for at least two consecutive years prior to the paymen
Thikunle Olatunit +2711797 5317 (2) The non-resident withholding tax rate is 10% in the case of:
- e [6) services and ional transport well as assembly ¢
Thillemlex dlatun i@z pe com maintenance and hiring of airships;
Norman Mekgoe +27 11 797 5405 (ii) Construction and of infr: for transport and distri
norman.mekgoe@za.pwe.com electrification;
(iif) Charterer of boats for fishing and coastal activities; and
(iv) Bonds listed on the Mozambique Stock Exchange.
© 2014 PricewaterhouseCoopers (PwC), a South African firm, International Limited (PwCIL) network that cont
mamber fim, nor is PWCIL of the separata firms fesponsible or Fable forthe acis or omissions of each other in any way. No porton of this document may
Thi dfor
_L rg noriaking any acion, ho
employees, sub- ‘agents of Ltd, any other PwC entity. The infon
31 December 2013. Whilst we will ry L ‘may aris

pwc

http://www.pwc.co.za/en/africa-desk/tax-

summaries.jhtml

Contacts

For more detailed information, please
contact your tax services team:
Angola

Pedro (‘ah_\'lo

Eduardo Paiva
eduardo.paiva@ao.pwe.com

South Africa (Africa Desk)

Jelle Keijmel +27 11797 5990
jelle.y keijmel@za.pwe.com

Ibikunle Olatunji +27 11797 5317
ibikunle x.olatunji@za.pwe.com

Norman Mekgoe +27 11797 5405
norman.mekgoe@za.pwe.com

Tax on capital gains 35% (as business income) 35% (as business income)

Stamp duty on increase of share capital of an Angolan company 0.1% na
5%/ 10%°

Consumption tax 5% / 10%>

Value-added tax Not applicable Not applicable
Individuals

Individual marginal tax rate (maximum) 17% 17%
Basis of taxation Source Source
Withholding tax®

Dividends 0%’/ 10% 10%
Interest* 15% 15%
Royalties 10% 10%
Management fees 5.25% 5.25%
Professionals 10.5% 10.5%
Exchange controls Exist Exist

Thin capitalisation No thin capitalisation rules exist

Transfer pricing Exist
Double tax treaties None
Treaties awaiting conclusion and/or ratification None

(1) Some specific industries and companies in priority geographic areas are taxed at different rates.

(2) 20% (or 30%) for certain luxury items and 2% on essential foods and medical supplies.

(3) Dividends paid by an Angolan company to another Angolan company in which it holds at least 25% share participation and has held the holding for more than
one year are exempt from the 10% investment income tax, provided the recipient is subject to corporate income tax.

(4) Where the interest is charged on a shareholder’s loan, the rate applicable is 10%.

(5) 15% withholding tax applies on rents paid by resident companies.

o201 Linited (PwGIL) network that PuCIL or any other
memberfim, nmlsMLuﬁes&wﬂbﬁmwﬂﬂﬂaalmﬂefwmeaclsotmummsofmchmhe(manyw.;y No porton of produced by any p h
Tax Senvices (Ply) LSBTt ) T ot professional advice of any kind. for
consutation advi professional adviser the s elevan b your partiuarstuson.Norosponsbity o loss
any acting of refraining q any of the directors, partners,
enployees, sub- agents of | y) Ltd, Inc or any other PuC entty. in a3t
pwe St et P, ;!
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| Thought leadership
Afritax newsletter

H’W;Tﬁz; T ] —
Staying informed

3 AfriTax

s - Quarter ended 30 June 2014
' Issue 21

® @
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Welcome

Acressing and keeping up with the diverse tox and
regulatory changes on the African continent can
be challenging. To meet this need, PwC’s Africa
Desk in Johannesburg provides a snapshot of the
most significant and recent tax and regulatory
changes in Africa through AfrTax, its quarterly
newsletter.

We trust you will find this publication useful and
look forward to your comments.

Doing Business in Egypr

Africo seminar series e s v
Focus on Kenye and Ethiopis in on dividend and capital gaing
Ceplember

an
| %

Nigeria Kenyva
Mon-resident companies Double (axation on payments

o required To file full made by branches (o their
tax refurnn head officen

http://www.pwc.co.za/en/publications/afritax

-news.jhtml
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The Africa
Business Agenda

September
2014

4™ edition

CEQs and PwC leaders in Africa sha

their insights about doing business
zome of the world's most exciting ar|

cha.l.'er@w markets.

pwc
J http://www.pwc.com/ke/en/africa-business-
pwe agenda/index.jhtml




Contacts

Pedro Calixto

Country Tax Leader

Angola

Telephone: +244 227 286 109 /11

Email: pedro.calixto@ao.pwc.com

Joao Martins
Country Senior Partner
Mozambique

Telephone: +258 (82) 314 7 820

E-mail: joao.l.martins@mz.pwc.com

Doing business in Angola en Mozambique

PwC

Eduardo Paiva

Tax Partner

Angola

Telephone: +244 2272 86 109 /11

Email: eduardo.pavia@ao.pwc.com

Malaika Ribeira
Associate Tax Director
Mozambique

Telephone: +258 (82) 309 3240

E-mail: malaika.Ribeiro@mz.pwc.com
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Jelle Keijmel

Senior Tax Manager

Netherlands

Telephone: +31 (0) 88 79 21 317
+31 (0) 6 2009 54 76

Email: jelle.keijmel@nl.pwc.com

ﬁ nl.linkedin.com/in/jellekeijmel
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