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Limitation of the Scope

One of the key criteria in therocess of recognition as a member of the ITIE is the need to perform a
reconciliation between payments declared by companies in the extractive industries and receipts
declared by government agencies, such reconciliation being performed by an indepentignt e

(Independent Trustee).

In this respect, I2A Consultoria e Servigos, SA was selected by the EITI Mozambique Coordination
Committee as Independent Trustee within the framework of a public tender held for the preparation

of the Ninth Report of EITI Momaique, covering the year 2020
The functions of the Independent Trustee are as fotlows

A Preparation of the reconciliation process of all material payments (as defined by the
Coordination Committee) made by companies in the extractive industries, whigh we
operating in Mozambique, and receipts by the Government and Government Agencies in 2020

A Preparation of a report, consistent with the background information related to the extractive
sector in Mozambique, highlighting the payments made by companies in this sector to the
Government and Government Agencies and identifying the discrepancigsjdable, found

in independenteconciliation

Implicit advisory to the function of Independent Trustee does not constitute any form of audit, and the
Independent Trustee is not responsible for confirming the accuracy of reported figures degathe

and contractual obligations of companies in the extractive industries, Government and Government
Agencies. The information presented in this report is the responsibility of the participating entities. The
procedures carried out by the Independentdiae to collect both numerical and nonmmerical data,

to reconcile the information received from the different entities, and to compile it in the form of a
report, do not constitute an audit or review carried out in accordance with International Standards
Auditing. Accordingly, we do not express and will not express any opinion on the payments/receipts

disclosed

I2A Consultoria e Servigcos, SA shall not acceptadmilityliwhatsoever for the consequences of any

action or other action taken as a result of the contents of this report
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Executive Summary

This is the tenth report reconcilipgyments made by companies operati

in the extractive industry and receipts from the State

The state collected 213.500,2 million meticais in tax revenue, of w

15.944,18 million meticais or 7% correspondeteenue from the extractive
industry.

Extractive industry's contribution to GDP was 6.9% in 2020, up from 7.
20109.

A total of 33 companies were selected for the process of reconcilin
payments made byompanies, of which 22 are from the mining sector ¢

11 from the hydrocarbon sector. For the 9th Report a total of 29 compsz
were selected.
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In this process 92% of tax revenues from the extractive industry
reconciled. Thdifferences between payments made by the companies
receipts received by the State correspond to 0,07% with respect tc

amounts confirmed by the State in 2020.

In 2020, 2,051 mining titles were in force, subdivided into: 810 prospe
and researchticenses, 311 mining concessions, 538 mining certificates

392 tradindicenses.

In 2020 there were 12 concession contract$oirte in the hydrocarbor
sector, of which: 2 were in the production phase, 2 in the developn

phase, 6 in the research phase and 2 for gas transportation.
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1 Introduction

The Extractive Industries Transparency Initiative (EITI) is a global standard aimed at promoting the open
and responsible management of natural resources in implementing countries. To thisestdtdard

requires the dissemination of information along the value chain of the extractive industry from the
extraction stage to how the revenues are raised by the government and how they benefit the nationals

of those countries

Driven by thebelief that resources belong to the nationals of those countries, EITI seeks to strengthen
public and corporate governance, promote understanding of natural resource management and

provide data to induce reforms for greater transparency and accountabithe extractive sector

The EITI was officially launched in 2002 at the Summit of Heads of State and Government held in South
Africa. Mozambique joined the initiative in 2009, having produced ten reports (counting the present
one) covering information othe years 2008 to 2020. The country joined the initiative as a way to
improve the various internal instruments already in place to promote good governance, including
transparency and the prevention of corruption, and also to ensure that company payments a

government receipts from the extractive industry were published regularly and in the public domain

The country was classified as having Significant Progngs considerable improvements in 2012
(year in which it submitted the Second Reconcilidg®eport for 2009) and renewed this status in 2019

(corresponding to the assessment of reports submitted between 2012 angl. 2017

Notwithstanding, according to the report of the 2nd validation of the International Secretariat (of
2019), although it was congickd to comply with the EITI Standard, there are still challenges for the
country, as highlighted in the report concerhednd that the country intends to address with this

report.

For the preparation of the Tenth EITI Report in Mozambique for the 948 the Government of
Mozambique, through the Ministry of Mineral Resources and Energy (MIREME), appointed I2A
Consultoria e Servigos, SA, hereinafter referred tdradependent Administrator(IA), to prepare the

report concerned

It should benoted that under Article 2 of Section 4 of the EITI Standard, implementing countries must
publish the information required by the Standard (usually by means of an EITI Report) within 2 years,
for example, information for the financial year ending 31 Deeer@b20 must be published no later

than 31 December 2022

! https://eiti.org/documents/mozambiguealidation2019¢ accessean 26 August 2022
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1.1 Scope of Work and Methodology

The advisory service to be provided by the Independent Trustee is to assist the Coordination Committee
(CC) of Mozambique in producing @ report for EITI Mozambigg under the terms of the 2019
Standard, based on the data for the year 2020

Accordingly, the work carried out has considered the objectives assumed by the Executive Secretariat
and the CC in the "Operational Plan for EITI in MozamBRA&H n H. M €

Compliance Ensure that Mozambique maintains EITI compliant country status

on a permanent basis;

Systematic ReportingSystematic reporting and disclosure of information

relating to the transparency of the extractive industry;

Impact- Contribute to improve the impact of the extractive industry on the

development of the country.

In addition, this work addressed the challenges related to the reporting and validation process
presented in the diagnosis made by the EITI Executive Secretariat, with the support of thd B$$eSC.

challenges can be classified into the following catego

Issues identified by the EITI Board in October 2017 (classified by level of importance);
Issues identified by the International Validator in October 2017;

Issues identified by the International Secretariat in 2018 after'tf@ountry Report;
Findings of the Independent Trustee who preparedzth&eport;

Issues identified by the International Secretariat in 2019 after the 8th Country Report;

Findings oftte Independent Trustee who prepared 8i&€Report;

@ mm©oODOoOw»

. Issues identified by the International Secretariat during the second validation in April 2019 and
recommendations of the EITI Board of Directors

H. Aspects identified and recommended by thdependent Administrator in the 9th Report

Therefore, the scope of the Independent Trustee's work comprises five phases
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0.
Scope

1. 2. 3. 4, 5
Preliminary Data collection Initial Research of Final Report

analysis and reconciliation discrepancies

Analysis

. Initial . . .
Inception N DraftVersion of Final Version o
Scope Stud: reconciliation
Report e the Report the Report

Figurel- Phases of the project

Accordingly, the report follows the structure of the 2019 Standard dimensions, which are set out below.
In order to provide a better understanding of the EITI, at the beginning of each chapter a description of

the EITI Standard regqament has been inserted which is intended to be addressettanslatedby

EITI International

1.2 Brief description of the 2019 Standard
The EITI standard sets out requirements that must be followed by all countries implementing this

initiative. These requirements were created taking into account the extractive industry value chain

HOW THE EITI WORKS
AND HOW IT ACHIEVES IMPACT

. EmI REQUIREMENTS COVER .
NATURAL . CONTRACTSAND PRODUCTION REVENUE REVENUE SOCIAL AND . PUBLIC
RESOURCES . LICENCES COLLECTION ALLOCATION Ef’g:gmg . BENEFIT

National multi-stakeholder identify Trusted and open data
groups oversee governance risks provide a foundation for
data publication and stimulate debate better governance, more
and reforms, based on investment and
publicly available data development

Figure2 - Dimensions required by Standard 2019 for the EITI Report

2 https://eiti.org/collections/eitistandard- accessed on 26 August 2022
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1. Supervisdo efetiva pelo gru@mmité de Coordenagéo
EITI requires effective mulitakeholder oversight, including an operational steering group
comprising government, companies and the full, independent, active and effective participation of
civil sociey. Key elements related to oversight by the group's Coordination Committee include
1.1. the Government's commitment
1.2. corporate participation
1.3. civil society participatign
1.4. the establishment and operation of a group Coordination Committee; and
1.5. an agreedvork plan with clear objectives for the implementation of the EITI and a schedule

aligned with the deadlines set by the EITI Executive Committee

2. The legal framework and the tax regime, including the allocation of licenses and agreements
ITIE requires disclosure of information relating to the management rules of the extractive industry,
enabling interested parties to understand the laws and procedures for granting Exploration and
production rights, the legal, regulatory and contractuamiEaork applying to the extractive
industry, and the institutional responsibilities of the State in managing the industry. Requirements
related to the legal framework and the allocation of extractive industry rights include

2.1. legal framework and tax regime
2.2. provision of contracts and licenses
2.3. registration of licenses

2.4. contrects;

2.5. beneficialowners and

2.6. State participation in the extractive industry

3. Exploration and production
EITI requires the dissemination of information related to explorationpamdiiction to enable
stakeholders to understand the potential of the sector. EITI requirements related to transparency
in exploration and production activities include
3.1. information on exploration activities
3.2. production data; and

3.3. exportation data



Extractive Industries Transparency Initiative H ! / 2 ySendifos 2 NA I S

4. Revewue collection

A clear understanding of company payments and government revenues can inform public debate
on the governance of the extractive industries. EITI requires comprehensive disclosure of company
payments and government revenues from the extractive induBiifirequirements related to
revenue collection include

4.1. comprehensive disclosure of tax and revenues

4.2. sale of the State's share of production or other revenue received in cash

4.3. infrastructure provisions and exchange operatons

4.4. transportation revenug

4.5. transactions related to statewned companies

4.6. subnational paymenjs

4.7. level of disaggregation

4.8. data timeliness; and

4.9. quality of the information disclosed

5. Revenue allocation
EITI requires disclosure of information related to revenue allocations, allowing stakeholders to
understand how revenues are recorded in the national and, if applicableasiobal budgets, as
well as tracking corporate social spendEid.| requirementelated to revenue allocations include
5.1. Revenue distributign
5.2. Subnational transfers; and

5.3. revenue and expense management

6. Social and economic expenses

EITI encourages the dissemination of information related to revenue and expenditure
management, helpig stakeholders to assess whether the industry has the desired social and
economic impacts and outcomeRequirements related to social and economic expenditure
include

6.1. social and environmental expenditure by companies

6.2. parafiscal expenditure by statevned enterprises

6.3. overview of the contribution of extractive industries to the econoamyl

6.4. environmental impact of extractive activities
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7. Outcomes and impact

The regular dissemination of extractive industry data imagetl practical use without public
awareness, understanding of the significance of figures and a public debate on how resource
revenues should be used effectively. The EITI requirements related to results and impact aim to
ensure that stakeholders are oilved in the dialogue on the management of natural resource
revenues. The EITI disclosures lead to compliance with the EITI Principles by contributing to a wider
public dialogue. In addition, it is essential that lessons learned during implementatios ls@oul
put into practice, that recommendations from EITI implementation should be considered and,
where relevant, implemented in practice and that implementation of the EITI should have a stable
and sustainable basis
The EITI Requirements related to outceraed impact include

7.1. Public debatp

7.2. accessibility and opening of data

7.3. recommendations resulting from the EITI implementation

7.4. review of the outcomes and impact of the EITI implementation
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2 Profileof Mozambiqué

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

| Area:799.380 krf
! Coastline2.470 km :

Population - 2020: 30 million of
inhabitants :

Current GDP 2019 (base year 201@
667.425 Milhdes de MT 1

Main Exports 2020AluminiumBar, |
Electricity, Mineral Coal, Heav
Sands, Natural Gas, Tobacd
Aluminium Cables and Sugar.

Main Imports 2020: i
| Machinery,  Building  Materia;
. (Excluding ~ Cement),  Diese
i Medicine and Reagents, Vehicle
Raw Aluminium, Rice and Wheat. !

Figue 3 ¢ Profile of Mozambique (Source: INE)
Mozambique is located on the southeast coast of Africa, and is surrounded by South Africa, eSwatini,
Zimbabwe, Zambia, Malawi and Tanzania, with an Indian Ocean coastline of 2.lt6@0daation is

strategic as four of the six countries it shares borders with have no access to the sea, and therefore

depend on Mozambique for access to global markets

The country possesses important natural resources such as arable land, foregstsemetgy and
mineral resources, including the third largest natural gas reserve on the continent, discovered in the

Rovuma river basin on the border with Tanzania, Cabo Delgado province in the north of the country

With a population of approximately 30lioin (INE, 2017), of which 68% live in rural areas and 60% live
along the coast, livelihoods in Mozambique depend to a large extent on natural resources, such as

agriculture (dependent on rainfall and other radverse natural conditions) and fishing

2.1 Political Context

The Frente de Libertacdo de Mocambique (Frelimo) and the Resisténcia Nacional Mogcambicana
(Renamo) remain the country's main political forces, followed by the Movimento Democrético de
Mocambique (MDM)Erelimo won the 2019 presidentialélegislative elections with a large margin.

Frelimo also secured a majority in all 10 provinces, thus electing governors in each province.

3 https://www.mz.undp.org/content/mozambigue/en/home/countryinfo.htrdaccessed on 15 November 2021
https://www.worldbank.org/pt/country/mozambique/overview#haccessed on 15 November 2021 E



https://www.mz.undp.org/content/mozambique/en/home/countryinfo.html
https://www.worldbank.org/pt/country/mozambique/overview#1
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Renamo, the former rebel group that fought a bloody civil war that ended in 1992, maintained military
bases aftethe UNbacked Rome Peace Agreement. Since the end of the civil war, the country has
experienced several outbreaks of armed confrontation and violence. A new peace agreement was
reached in August 2019, however it has been violated several times by a lagd&ka@wamo military
faction known as the Military Junta. However, the new Renamo leader, Ussufo Momade, who took the
reins of the party after the death of Mr Afonso Dhlakama, has shown determination in pursuing the
peace agreement, despite facing an intédoacklash from members of his military wing. The August
peace agreement aimed to achieve greater pacification of the country by integrating residual Renamo

fighters into the national army and dismantling Renamo military bases around the country.

Meanwhile Mozambique is grappling with another-caled insurgency in parts of the gash
province of Cabo Delgado. By rhRigbruary 2021, more than three years after the insurgency began,
798 incidents of conflict had been recorded in Cabo Delgado, resul@hgast 4,000 fatalities and
600,000 refugees. It is estimated that three million people will face high levels of food insecurity across
the country due to the combined effects of the conflict in the north, climate shocks and-C®DVID

mitigation measuresyhich have constrained economic activity

2.2 Economic Context

Mozambique achieved significant economic growth between 2000 and 2015, with average real GDP
growth rates of 7%, representing one of the highest on the continent. Mozambique's strong economic
performance is due to a combination of good macroeconomic management, severakaleéoreign
investment projects in the extractive sector and significant donor support. The country, also benefited
from the impact of the commodity price boom of the 2000shie agricultural and mineral sectors.
However, growth was not equitable and did not necessarily translate into similar gains in living

standards for the population

Poverty in Mozambique remains high, with up to 46.1% of the population living belavatibnal
poverty line in 2014/15, only 6,7 percentage points below the rates prevailing in the early 2000s (about
52,8% in 2002/3). Despite the reduction in the incidence of poverty, in absolute terms, the number of
poor people in Mozambique has remaimethtively unchanged. Other basic welfare measures such as
maternal mortality (489 deaths per 100,000 live births in 2015), infant mortality (53,3 deaths per 1.000
live births in 2017), primary completion rates (46,4% in 2007) or access to electri@®p (fdthe
population in 2016) also remain problematic and below regional averages, despite the large
investments that have been made in social sectors during the last two decades. In addition, the

improvement in living standards has not been evenly spaeaass the country, with improvements

heavily concentrated in urban areas and the southern part of the country
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Since 2016, Mozambique's economic performance has seen a sharp reversal, with a slowdown in
economic growth, a worsening of the governmens'sdi position and an increase in debt levels, mainly
due to falling world commodity prices, the impact of drought and spiralling indebtedness. More
recently, in 2019, Mozambique was heavily affected by two tropical cyclones, Idai and Kenneth, which

resulted in significant loss of human life and widespread damage to crops and infrastructure

Mozambique has faced a complex sagonomic environment that presents enormous challenges but
also opportunities for the future. For example, Mozambique ranks 10th in the countries most
vulnerable to natural disaster risks. The country is exposed tensxtweather events, with floods,
cyclones and droughts being the most frequent threats. These natural hazards have always been part
of the country's history and have always had a-tengy impact, especially on the lives of the poorest,

due to their limitel capacity to deal with them. However, with climate change, clineddted risks are

occurring with increasing frequency, which can place serious constraints on national development

In addition, investments in the emerging gas industry in the nortreafdbintry represent an important
source of national income in the medium and long term. The prospects for a new phase of growth
driven by additional revenues from the extractive industry require the government to focus on
achieving economic diversificatitmough policies that promote investment and job creation in-non

extractive activities while providing more equitable access to social services

Public Delst

According to the Annual Public Debt Repoof 2020 published by the Ministry of Economy and
Finance, at the close of fiscal year 2020, the total stock of Central Government debt stood at USD 12,94
billion, having registered an increase of 5% compared to 2019. This level of increase in public debt can
be cmsidered modest when taking into account the environment of strong and unavoidable
expansionary pressures on the 2020 Budget, in which even after grants, the deficit remained at

atypically high level§%).
The total stock of Central Governméhtblic Debt comprises two large partial aggregates

A External debt comprising multilateral loans (including the MOZAM 2032 bond) and official

bilateral loans; and

4 https://lwww.mef.gov.mz/index.php/todasgublicacoes/instrumentede-gestaceconomicae-social/gestae
dadividapublica/gdp2020/1238relatoric-anuatda-dividapublicaexerciciefiscat2020/file ?brce-download=1
accessed on 24 August 2022

5 https://lwww.mef.gov.mz/index.php/todagublicacoes/instrumentede-gestaceconomicae-social/gestae
dadividapublica/gdp2020/1238relatorio-anuatda-dividapublicaexerciciefiscat2020/file ?forcedownload=1
accessed on 24 August 2022 @



https://www.mef.gov.mz/index.php/todas-publicacoes/instrumentos-de-gestao-economica-e-social/gestao-da-divida-publica/gdp-2020/1238-relatorio-anual-da-divida-publica-exercicio-fiscal-2020/file?force-download=1
https://www.mef.gov.mz/index.php/todas-publicacoes/instrumentos-de-gestao-economica-e-social/gestao-da-divida-publica/gdp-2020/1238-relatorio-anual-da-divida-publica-exercicio-fiscal-2020/file?force-download=1
https://www.mef.gov.mz/index.php/todas-publicacoes/instrumentos-de-gestao-economica-e-social/gestao-da-divida-publica/gdp-2020/1238-relatorio-anual-da-divida-publica-exercicio-fiscal-2020/file?force-download=1
https://www.mef.gov.mz/index.php/todas-publicacoes/instrumentos-de-gestao-economica-e-social/gestao-da-divida-publica/gdp-2020/1238-relatorio-anual-da-divida-publica-exercicio-fiscal-2020/file?force-download=1
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A Domestic debt which includes Securities (Treasury Bonds and Bills), Central Bank Lians, Ba

Financing and Financial Operations for Restructuring and Consolidating the Debt$ d thedS

In recent years, the evolution of the total stock of Public Debt has tended to reflect the effect of a more
accelerated growth of Domestic Debt. While theeEhal Debt increases at an average of 4% per year,
the Domestic Debt has been growing at an annual average of 22%, driven mainly by the strong increase

in domestic financing furniture

Million USD
External Debt 8.626,30 9.487,90 9.804,50 9.850,20 10.101,17 78%
Domestic Debt 1.228,60 1.829,22 2.290,13 2.514,97 2.834,56 22%
Total Debt 9.854,90 11.317,12 12.094,63 12.365,17 12.935,73 100%

Tablel ¢ Evolution in Partial and Total Central Government Debt

As shown in Table 1, the structure of the debt portfolio did not undergo any significant change, as it
continued to be mainly composed of external debt, whigresents 78% of the total and corresponds

to 72% of GDP, and internal debt, which represents 22% of the total and corresponds to 20% of GDP

As for the direct debt of th&ate-owned enterprisesin 2020, both the external and internal debt of

the S® (ware net positive movements, leading to the total stock position at the close of the fiscal year
growing by 10% compared to 2019. The maintenance of the level of indebtedfebsPhich has

been observed over recent years, which was drivethdoyjinancing needs of the State's participation

in the minerajenergy sector, through ENH. It should be noted that these debts, mostly associated with
ENH operations, currently represent about 75% of the total stock of direct debt d¢f & shown

in the table below

Million USD

Classification 2017 2018 2019 2020

External Debt 410,30 41% 1.431,70 76% 2.267,48 83% 2.630,19 87%

Domestic Deb 587,70 59% 459,00 24% 472,20 17% 389,98 13%
TotalDebt 998,00 100% 1.890,70 100% 2.739,68 100% 3.020,17 100%
of which ENH debt 1.263,70 67% 1.929,10 70% 2.268,86 75%

Total Debt excluding ENH 627,00 810,58 751,31

Tale 2 ¢ Evolution of the TotahS9 Debt
Although relatively short, the expansion cycle caused a structural-t@ony change in the

configuration of thg h 9de&bd portfolio. On the one hand, the structure of the portfolio, which until
2017 had been dominated by domestic credit, is inverted, faom 2018 onwards it is mainly
composed of foreign credit, because resources in the magnitude required for the investments made
had to be mobilised externally. On the other hand, this cycle accentuatedolagizationof the
external debt portfolio ofthe { h 9 @Qbse composition by currencies had been proportionally

balanced at least until 2017.
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However, a relative diversification of the debt portfolio composition by currency is notable in 2020, due

to the contracting of loans in South African Rand.

Maintaining the allocation pattern of previous years, credit to 9irf2%20 was mainly absorbed by

the Public Enterprises segment (86%), with the remaining 14% bwbdized by Subsidiary

Companies
Million USD

Public Companies 2.215,09 2.583,46 17%
ADM, EP 193,73 245,33 27%
EDM, EP 35,13 18,32 -48%
ENH, EP 1.948,90 2.286,31 17%
Correiros de Mogambique, EP 0,32 0,23 -28%
CFM, EP 36,20 32,59 -10%
Radio Mogcambique, EP 0,00 0,30 0%

Televisdo de Mogambique, EP 0,81 0,38 -54%
Subsidiary Companies 524,56 436,72 -17%
BNI, SA 5,20 16,73 222%
CMG, SA 64,81 58,36 -10%
EMEM, SA 35,73 32,39 -9%

PETROMOC, SA 210,90 142,67 -32%
TMCel, SA 101,44 72,68 -28%
DOMUS, SA 0,69 0,45 -36%
EMOSE, SA 2,99 2,06 -31%
LAM, SA 97,29 105,37 8%

SMM, SA 1,35 1,65 22%
Sociedade Noticias, SA 0,37 0,18 -51%
STEMA, SA 3,78 4,19 11%

2.739,65 3.020,18 ___10% |

Table3¢{ h 9D@ki by Segments and Companies

2.3 Development challenges

The main challenges facing the country include maintaining macroeconomic stability, considering the
exposure to commodity price fluctuations, and making further efforts t@mestonfidence through
improved economic governance and greater transparency. In addition, structural reforms are needed
to support the private sector which is currently facing serious difficulties. Another major challenge is to
diversify the economy awdsom the current focus on capitaitensive projects and loywroductivity
subsistence agriculture, while strengthening key drivers of inclusion, such as improving the quality of

education and health service provision, which in turn could improve socgtord
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3 Legal framework and tax regime, including the allocation of licenses and agreéRezntsemeng)

Overview:The EITI requires disclosure of information related to the management of the extfactive
sector, enabling stakeholders to understand the laws and procedures for granting exploratjon and
production rights, the legal, regulatory and contractual freuwork applicable to the extractive sectpr,

and the institutional responsibilities of the state in managing the sector. The EITI requiremgnts on
transparency of the legal framework and the granting of rights in the extractive industry include: (2.1)
Legal famework and fiscal regime; (2.2) Granting of amts and licenses; (2.3) Registration of
licenes; (2.4) Contracts; (2.5) Effective beneficiaries; and (2.6) State participation in the eXtractive

sector.

3.1 Legal framework and tax reginfe2quirement2.1)

a) Implementing countries should disclose a description of the legal framework and fiscal[regime
governing the extractive industries. This information should include a summary description of
the fiscal regime, including the level @décentralisation of fiscal powers, an overview of
applicable laws and regulations, a description of the diffegoes of contracts and licess
governing oil, gas and mineral exploration, and information on the roles and responsibilities of
the relevantgovernment agencies

b) If the government is undertaking reforms, the Coordination Committee is encouraged to

ensure their documentatian

3.1.1 Main legal instruments

The legal framework for mining and oil activities in Mozambique was created to ensure greater
competitiveness, transparency and safeguard national interests. The main legal instruments governing

the extractive sector in Mozambique are presented in the table below

Mining Sector
T

Law No. 20/2014, of 18

Mining Law, revokes Law 14/2002 of 26 June
August.

Laws

Amends and republishes the Specific Regime of Tax and
Benefits Regime for Mining Activities, approved by Law 28/.

of 23September

Law No. 15/2017, of 2!
December.
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Mining Sector

Decree No. 26/2004, of 2 Environmental Regulation for Mining Activities.

August
. Regulation of Specific Tax on Mining Activities, as amendt
igﬁlulatlon No. 5/2008, of Decree No. 28/2015 of 28 Decembétegulation of the Specifi

Tax and Fiscal Benefits Regime for Mining Activities
Regulation No. 20/2011, ¢ Regulation on the Marketing ®flining Products// Decree N

1 June. 34/2019 and Decree No 25/2015
Decree n° 61/2006, of 2{ Approves the Technical and Health Security Regulatior
December Geological Mining activities and revokes the legislation

contradicts this Regulation
Decree No. 63/2011, of Regulation onthe Employment of Foreign Nationals in the Oi
December Mining Sector
Decree No. 22/2014 of 1 Approves the mineral resources policy and strategy.
May
Decree No. 22/2015 of 1 Defines the attbutions, competences and orgaati®n of the
September National Institute of Mining
Decree n° 13/2015 of 3 Jul Mineral Labour and Petroleum Regulation.

Decree No 28/2015 of 2. Regulation on the Specific Regime for Taxation and Tax Be
December for Mining Activities

Decree No 25/2015 of 2. Regulation on the Trade of Diamonds, Precious Metals and |
November 2015 (revoked by Decree n° 63/2021, of 01 September)

Decree No. 31/2015 of 3 Mining Law Regulation// Amended by Decree3a4f2019 of 02
December May

Decree No. 15/2017 of 2 Amends the Specific Taxation and Tax Benefits Regime for I
December Activities

Decree No 78/2017 of 20 VAT Refund Regulation

December 2007

Decree No 32/2019 of 2' Regulation of thélational System of Rescue and Rescue fol
April 2009 Mining Industry of Mineral Resources

Decree No 34/2019 of | Regulation on the Inspection of Mineral Resources and Ene
May 2009

Decree No 63/2021, of 0 Regulation on theCommercialisation of Diamonds, Precic
September Metals and Gems

Resolution No 89/2013, Deflnc_as t_he prlnc_lples and main actions fqr the management
exploitation of mineral resources to contribute to the econol
. 31 December. . )
Resolutions and sociatlevelopment of Mozambique.
Resolution No 21/2014, ¢ Approves the corporate social responsibility policy for min
16 May resources in the mining industry

Ministerial Diploma Nc Basic Environmental Management Standards for Mil

189/2006 of 14 Decembe Activities

2006

Ministerial Diploma Nc Standards and Procedures for the Registration of Eli

92/2017 of 11 June Technicians for the Preparation of Research Reports and
Programmes in MininBrojects

Decrees

Diplomas

Table4 - Main Mining Legislation
Regarding Vale Mogambique S.A., Law no. 14/2002 of 26 June prevails, since the respective contract
was signed before the entiyto force of the current Mining Law no. 20/2014 of 14 August
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Hydrocarbon Sector
Logalnsirument

Laws

DecreeLaw

Decree

Law No 6/2011 of 11 January

Lei n® 21/2014, of 18 August
Law No. 15/2011 of 10 August

Law no. 25/2014, of 23 September

Law No. 27/2014, of 23 September

Law No 14/2017, of 28 December

Decree Law N2/2014, of 2 December

Decree No 27/2002 of 19 November

Decree No 24/2004 of 20 August 2004

Decree No 25/2004, of 20 August
Decree No 44/2005, of 29 Novemb

2005
Decree No 4/2008, of 9 April

Decree No 10/2009 of 1 April

Decree No 56/2010 of 22 November 20
Decree No. 25/2011, of 15 June
Decree No. 63/2011, of 7 December

Decree no. 45/2012, of 28 December

Decree no. 25/2014, of 23 September

Establishes the principles and rules for the licens
manufacture, storage, tradefransit, cutting and
transport, as well as safety measures for users
Explosive substances

Petroleum Law, repeals Law 3/2001 of 21 February

Establishes the Guidelines for the Process
contracting, implementation and monitoring of publ
private partnerships, large scale projects and busit
concessions

Legislative Authorisation Law relating to the Natt
Gas liquefaction projects in Areas 1 andf KRovuma
Basin

Establishes the Specific Taxation and Tax Ber
Regime for Petroleum Operations

Specific Tax and Fiscal Benefits Regime for
Operations.

Special Legal and Contractual Regime Applicable t
Liquefied Natural Gas Project in Areas 1 and 4 ol
Rovuma Basin

Approves the terms for carrying out the activities
production, transport and sale of Natural Gas in

unified blocks of Pande and Temane.

Petroleum Operations Regulation (in force until 1
publication ofDecree No. 34/2015, of 31 December;

Creates the National Petroleum Institute (INP)
approves the respective Organic Statute
Regulation on the distribution armbmmercialization
of Natural Gas

Regulation of the Petroleum Production Tax (repe
by Decree No. 32/2015, of 31 December)

Alteration to the Development Plan for the Pande ¢
Temane Natural Gas Project

Environmental Regulations for Petroleum Operatior

Approves the Regulation on tHgnvironmental Audit
Process.

Regulation for the employment of foreign citizens
the petroleum and mining sector

Defines the regime to which the activities
production, import, reception, storage, handlir
distribution, commercialisation, transport, export a
re-export of petroleum products are subject ai
repealed by Decree No. 89/2019, of 18 November

Legislative authorization law regarding the Natural
Liguefaction projects of Areas 1 and 4 of the Rowvt

Basin



Extractive Industries Transparency Initiative H ! / 2 ySendifos 2 NA I S

Hydrocarbon Sector

Decree no. 35/2014, of 1 August

Decree no. 83/2014, of 31 December

Decree no. 13/2015, of 3 July
Decree No. 32/2015, of 31 December

Decree n°® 34/2015 of 31 December

Decree No 74/2016 of 30 December

Decree No 75/2016 of 30 of December

Decree No 76/2016 of 30 of December

Decree No 77/2016 of 30 December

DecreeNo 78/2016 of 30 December

Amends subparagraph a) of paragraph 1 of article
paragraph 1 of article 21, paragraph 2 of article
article 65, paragraph 1 of article 76, article 82 ¢
paragraphs 1 and 2 of article 89 of the Regulation of
Law on Explosive Substances

Approves the Regulation on Hazardous Wse
Management and the respective annexes.

Mining and Petroleum Labour Regulation

Regulation on th&pecific Regime for Taxation and -
Benefits for Petroleum Operations

Regulation of Petroleum Operations/ Amended

Decree No. 34/2019 of 02 May that approves -
Regulation of the Inspection Activity of Mine
Resources and Energy.

Approves the complementary terms to the Petrolel
Exploration and Production Concession Contract,
Area 4, in Rovuma Block, approved by Decree
68/2006, of 26 December, in order to allow ti
development of the FLNG Coral Sul venture, locate
the outhern part of the Eocene 441 Coral Reservoi
Approves the terms of the amendments to tl
Petroleum Exploration and Production Concess
Contract, for the Area 1, in Rovuma Block, approve
Decree 67/2006, of December 26, 2006, in ordel
allow for the construction and operation of two initi
units for the production and commercialisation

Liquefied Natural Gas, in the Afungi Peninsula, (
Delgado Province.

It approves the Terms and Conditions of |
Government LNG Contract for the Initial Liquef
Naturd Gas (LNG) Project of Area 1, in the Rovi
Block with a view to ensuring the availability of la
LNG volumes for sales, greater competitivenes:
terms of price and the maximisation of revenues
other benefits in LNG marketing and transportati
operations and to avoid competition in th
commercialisation of LNG from the same Developrr
and Production Area

Approves the terms and conditions of the Governm
LNG Contract for the Area 1 Initial LNG Project in
Rovuma Block with a view to achieving greater p
competitiveness and maximising revenues and of
benefits of economies of scale in the marketi
transportation and commercialisation operations
LNG produced in the first two natural gas liquefact
units, in the Afungi Peninsula, Cabo Delgado Prov
by making the Government's share of LNG availabl
joint sale

Approves the terms for the joint sale of Liquefi
Natural Gas (LNG) from the Initial Project between
Parties constituting the Area 1 Concessionaire in
Rovuma Block with a view to ensuring the availabilit
large volume of LNG to ensure price competitivene
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Hydrocarbon Sector

Decree No

Decree No.

Decree No.

Decree No.

Decree No.

Decree No.

Decree No.

Decree No.

Decree No.

Decree No.

. 56/2017 of 27 October

52/2018, of 3 September

53/2018, of 3 September

54/2018, of 3 September

55/2018, of 3 September

56/2018, of 3 September

57/2018, of 3 September

47/2019 of 5 June

51/2019 of 12 June

89/2019 of 18 November

and the maximization of revenues and other bene
from the marketing, transportation an
commercialization of LNG

Approves the terms and conditions of tl
Supplementary Agreement to the CCPP for Area
Rovuma Basin.

Approves the Terms of the Concession Contrac
Exploration and Production of Petroleum, for t
Angoche Offshore Area (A5A), to Eni Mozambict
S.p.A., Sasol Petroleum Mozambique Exploration
and Empresa Nacional de Hidrocarbonetos, E.P (
EP), a Concessionairaires.

Approves the Terms of the Petroleum Exploration .
Production Concession Contract for the offshore &
Delta do Zambeze (43), to ExxonMobil Mogambiqu
Exploration and Production, Limitada, RIdmbezi
North PTE. LTD and Empresa Nacional
Hidrocarbonetos, E.P (ENH, EP), as the Concessiol
Approves the terms of the Concession Contract
Exploration and Production of Petroleum for t
Zambezi Delta Ofisre Area (Z%), to ExxonMobi
Mocambique Exploration and Production, Limitada,
Zambezi South PTETD and Empresa Nacional
Hidrocarbonetos, E.P (ENH, EP), as Concessionait
Approves the Terms and Conditions of the Conces
Contract of Exploration and Production of Petrole
for the Mazenga "Onshore" Area to Empresa Naci
de Hidrocarbonetos, E.P (ENH, EP), as
Concessionaire

Approves the Terms of the Petroleum Exploration €
Production Concession Contract for the Ango
Offshore Area (A5 B), to ExxonMobil Mo¢ambiqu
Exploration and Production, Limitada, RN Angoche
LTD and Empresa Nacional de Hidrocarbonetos.
(ENH, EP)sahe Concessionaires.

Approves the terms of the Concession Contract
Exploration and Production of Petroleum for t
Onshore Area Pande Temane )5 to Saso
Petroleum Mozambique Exploration Limitada,
Empresa Nacional de Hidrocarbonetos, E.P (ENH
as Concessionais.

Approves the terms and conditions of the 2nd Are
Supplementary Agreement to the Area 4 Offshore
Production and Exploration Concession Contract in
Rovuma Block ("CCPP"), and the amendment t
Annex C, relatlm to accounting and financii
procedures, approved by Decree n°68/2006, of -
26th December.

Approves the Financing Structure for t
Golfinho/Atum Liquefied Natural Gas Project.

Regulation on Petroleum Products (revokes
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Hydrocarbon Sector

Decree No. 39/2020 of 12 June Approves the inclusion of TEPMAL, in the Finan

Structure of the Golfinho/Atum Natural Gas Project

approves the Long Term Sheet for CommenmE of

Area 1 UVJ Senior Debt Financing, dated 15 May

("2020 Technical Sheet").

Regulation on the Licensing of Petrolel

Infrastructures and Operations

Resolution No. 40/2008 of 15 October Ratifies the Agreement between the Republic
Mozambique and the Republic of Angola in the fiel
Petroleum and Natural Gas.

Decree No 84/2020 of 18gtember

Resolution No. 27/2009 of 8 June Strategy for the Concession of Areas Petrole
Operations
Resolution No. 64/2009 of Rovember Strategy for the Development of the Natural C
Resolutions 2009 Market in Mozambique
Resolution No. 14/2015 of 8 July Approves the Organic Statute of the Ministry of Mine

Resources and Energy

Resolution No. 25/2016 of 3 October  Approves the Model Concession Contract fc
Petroleum Exploration and Production

Resolution No. 5/2018 of 7 February  Approves the Golfinho/Atum Development Plan

Ministerial Diploma No. 272/2009 of 2 Licensing Regulations for PetroleuRacilities and

December Activities
Ministerial Diploma No. 31/2014 of 1 Regulation on the Licensing of Petroleum Techr
March Personnel
Ministerial Diploma No. 210/2012 of 1 Regulation on the Determination of Maximum Prit
September for the Sale oNatural Gas

E e Ministerial Diploma No. 142/2012 of z Approves the Moc_iel Coqtract _for the supply of f_l
August between the Distributor, including owners of fueli

stations and retailers

Ministerial Diploma No. 176/2014 of z Approves the construction, operation and safety of

October 2014 filling stations
Ministerial Diploma No. 66/2008 of Z Approves the specific Regulations for designe
July warehouses for petroleum products

Table5 - Main hydrocarbon legislation

For companies operating in the Rovuma basin, namely Total E&P Mozambique Area 1, Lda and Eni East
Africa, Law no. 3/21 of 21 February prevails, since their respectivadsnirere signed prior to Law

no. 21/2014

Note that the above legal instruments can be found in the Gazette of the Republic of Mozambique
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3.1.2 Reforms in the sector's legislation
Review of the Mining and Petroleum Law

The 9th EITI Report indicated thhé Mining and Petroleum Law was undergoing a review process,
given the need to adjust the legal framework for mining activities and petroleum operations to the

country's current economic order and developments in the respective sectors

With regard to theMining Law, the proposed revision is based on the need to improve the following

aspects

i. the treatment of joint stock companies versus the need to present the holders of shares and
participatory interests in mining title companies

ii. the strengthening of th Government's powers to regulate the procurement of goods and
provision of services to mining companies to ensure greater participation of nationals and the
establishment of partnerships with foreigners

iii.  the inclusion of norms to ensure the inhibition ahing licensing in areas of total and patrtial
protection, in order to ensure theéefenseof public interest; and

iv.  with the country implementing the standards of the Extractive Industry Transparency Initiative,
the Mining Law should include clear commanahe need for collaboration of mining holders
in publishing and providing information to ensure transparency in the management of the

extractive industry

Additionally, the review of the Mining Law is aimed at allowing the adjustment of the matterinlisted

the Law of the Sea, approved by Law no. 20/2019, of 8 November, which defines the mechanisms for
the exploration of geological and/or geophysical resources, and the rules for the private use of maritime
space, the improvement of language and the inticitbn of definitions essential in the regulation of

mining operations

With respect to the Petroleum Law, the INP clarified that the revision aims to adjust the Law to the
dynamics of the petroleum industry, as well as align theoretical and operatioratsagfentified as

omissions or unclear aspects in the interpretation of the Law.

At this time, the proposed revision of both Laws was assessed by the MIREME Technical Council and
Advisory Council, and was subsequently submitted and considered at thegriegbreparation for
the Council of Ministers, where it was concluded that they should be improved. Currently, there is no

defined time frame for the conclusion of this work
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Local Content Act

In the 9th EITI Repaittwas indicated that the proposed Law of Local Content which aims to establish
norms to be observed in the supply of goods and services to enterprises operating in national territory,
with national content, as a way to promote the development of natibnainess, was still under
preparation. The objective of this law is to value goods and services produced domestically, with the
incorporation of national production factors, namely capital, raw materialbod The proposal aims

to encompass all seat® and not only the extractive industry. According to MIREME's Local Content

Working Group, the draft law has been submitted to the Council of Ministers

Still, on the matter of local content, Decreaw no. 2/2014, of 2 December, which establishes the
terms and conditions of the activities to be carried out in Area 1 and/or Area 4 of the Rovuma Basin,
defines that the concessionaires must, individually, draw up a local content plan for each undertaking
in the Rovuma Basin, in accordance with the princgdéablished in Article 10 of this Dectieaw,
namely

A preference to Mozambican natural or legal persons for goods and services, in accordance with
paragraph 8;

A for those categories of goods and services requiring specialiseehkavovpreference shall be
given, under the terms of paragraph 8, to Mozambican individuals and legal entities, to foreign
companies that associate with Mozambican individuals or legal entities, by any legally
permitted means, including through subcontracting or partnerships ifothe of a company
or other noncorporate, irrespective of the level of participation of each of the Mozambican
and foreign associates;

A in respect of master contracts and/or contracts for the supply of goods or services related to
technology, patents or spty with special requirements, including those related to the
construction, operation and maintenance of infrastructure of the Rovuma Basin Project, the
contracting entity may freely proceed to acquire them, either from foreign companies or from

Mozambicanndividuals or companies

On the other hand, MIREME is in the final stages of drafting the Unique Local Content Program which
aims to support the Governmentmaximizinghe added value associated with oil and gas projects so

as to ensure the creation of business opportunities emtdease local employment. This program
represents a response to the need for a single national strategy for the short, medium and long term,

with a clear set of actions to promote national participation in the oil and gas value chain



Extractive Industries Transparency Initiative H ! / 2 ySendifos 2 NA I S

Sovereign Fund

The Bank of Mozambique B organised a higlevel international seminar on sovereign funds in
March 2019, in partnership with the International Monetary Fund (IMF), with the aim of fostering a
broad forum for debate and obtaining contritanis that could serve as a basis for the process of
establishing a mechanism for the management of revenues fromnemawable natural resources in

Mozambique.

In this sense, the BM concluded that there is national consensus on the importance of creating a
Sovereign Fund in Mozambique, and this seminar was an important milestone in achieving political

consensus on the need for a Sovereign Fund in Mozambique

As a result of this action, combined with working visits to 6 Sovereign Wealth, Bue@entral Bank
has prepared a proposal for a model Sovereign Wealth Fanttla roadmap for itsperationalization

This proposed Sovereign Wealth Fund has two objectives

1. Accumulate Savingisrough the maximisation of the value of the fund to ensure tbe¢nues
from nonrenewable natural resources are spread over several generations. This objective
responds to the sovereign concern to reconcile present and future generations' needs.

2. Contribute to Tax Stabilisatiom order to isolate the Budget and tleeonomy from the

adverse impacts resulting from commaodities price fluctuations on international markets

The public consultation process for this proposal was carried out from October 2020 to December 2020,
and involved all provincial capitals of Mozambique. With this exercise, the Bank of Mozambique
intended to collect contributions for the enrichment of the Technical Proposal, and various
stakeholders participated in the process, including, Public and Pinsiritions, International
Organizations, Civil Society Organizations, Academia and the Public in general. In parallel, various events
took place, including seminars, training sessions, interviews on radio and television, major newspapers
and magazinesnlall, a total of twenteight public sounding actions were carried out throughout the

country, involving national and international entities.

At this stage, the technical analysis was finalized and submitted to the MEF to coordinate the drafting
of the pioposed Sovereign Wealth Fund Law, which is expected to be submitted to the Council of

Ministers in September 2022

6 Alaska Permanent Fund Corporation (EW#xitage and Stabilization Fund (Trinidad and Tob&gs); Timor
Petroleum Fund (Timor Lest&ula Fund (Botswan&yndo Soberano de Angola (Angol&psernment Pension
Fund Global (Noruega)

7 https://www.bancomoc.mz/fm_search.aspaccessed on 26 August 2022 @
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3.1.3 Mozambican Tax System

The Mozambican Tax System is based on criteria of social justice and the legal and fiscal regime follows
the principles of tax legality, equity, efficiency and simplicity of the tax system. This system aims to
satisfy the needs of the State and other public bodies, achieve economic policy objectives and

guarantee the fair distribution of income and wealth.

The bases fohe implementation and the general principles and rules of the Mozambican legal and tax
system are laid down in the Basic Law of the Tax System (Law No. 15/2002 of 26 June 2002) and the
General Tax Law (Law No. 2/2006 of 22 March 2006).

The Mozambican Tay<sem has a structure comparable to the more modern tax systems, with a
tripartite structure through which wealth, income and consumption are taxed separately, integrating
national and municipal tax. The national taxes are classified as direct ta@ddthgirectly on income

or wealth) and indirect taxes (tax levied on expendjture

77N
Tax System
7~ N\ \‘/ 7 N\
Domestic Tax Municipal Tax
NS
VRN | O\ - Personal Municipal T4PA)
Direct Tax Indirect Tax Municipal Property TePRA)
Economid:ctivity Rate (TAE)
Municipal Vehicle Tax
1. VAT o _
A IRPC Contributing to improvements
A IRPS 2. Customs duties SISAMunicioalT
A i unicipalTax
A GamblingTax 3. YecificConsumptionTax )
Fees folLicenses
4. MiningProductionTax
Granted
5. Petroleum Production Tax .
Fees and charges for the provision of
6. Surfacelax

services

Figure4 - Classification and types of tax in Mozambique

3.1.3.1 Decentralisation of tax competences

It is possible to conclude from Article 2&(QL) of Law No. 1/2018 (Law on the occasional revision of the
Constitution of the Republic of Mozhique) that the aim of decentralisation is to organise the
participation of citizens in the solution of their community's particular issues, to promote local

development, the deepening and consolidation of democracy, within the framework of the ungy of th

Mozambican State.
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Following the review of the Constitution of the Republic, in the chapter on decentralisation, it is noted
that it does not give any indication on the decentralisation of fiscal competences, and that tax revenues
resulting from thecollection of national tax are managed at central level and allocated to municipalities

through the Municipal Compensation Fund

3.1.3.2 Description of the main National Pax

Corporate Income T4iRPC)
IRPC is a direct tax levied on income obtained, eveonif ifficit acts, in the period of taxation, by

taxpayers

According to the IRPC Code, approved by Law 34/2007, of 31 December, the following are IRPC

taxpayers

A commercial or civil companies in commercial form, cooperatives, public companies and other
legd persons governed by public or private law with their registered office or effective
management in Mozambican territory

A entities without legal personality, with their head office or place of effective management in
Mozambican territory, whose income wtisubject to Personal Income Tax (IRPS) or Corporate
Income Tax (IRPC) directly in the ownership of natural or legal gersons

A entities, with or without legal personality, which have neither their head office nor effective
management oMozambican territory, under the conditions set out in Articles 4 and 5 of this

Code, whose income there from is not subject to IRPS

Entities with their head office or corporate domicile in Mozambican territory are subject to IRPC on all
their income, inkuding that obtained outside that territory, in which case they may deduct the tax paid
abroad, as regulated. On the other hand, entities which do not have their head office or place of
effective management in Mozambican territory are subject to IRP@haelypect of income obtained

therein.

Taxpayers with head office or permanent establishment in Mozambique are taxed at the rate of 32%.
Income obtained in Mozambican territory by entities which do not have their registered office or
effectivemanagement in Mozambique, and which are not attributable to the permanent establishment

situated there, is taxed at IRPC at a rate of up to 20%.

8 The Tax Codes described in this chapter can be found on the Mozambique Tax Authority: website
http://www.at.gov.mz/index.php/por/Legislacao E



http://www.at.gov.mz/index.php/por/Legislacao
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In the extractive industry, the rate of IRPC may differ from the almevdioned rate, depending on
the terms d the contracts signed with the State, for cases where the contracts were signed before the
entry into force of the current Taxation and Fiscal Benefits Regimes specific to Mining and Petroleum

Operations

Regarding capital gains, in accordance with th&fian and Fiscal Benefits Regime specific to Mining
Activities and Petroleum Operations, this concept includes gains resulting from the onerous or
gratuitous, direct or indirect alienation of mining or petroleum rights located in Mozambican territory.
Irrespective of whether they are obtained by entities resident ornesident in Mozambican territory,
capital gains are taxed autonomously at the rate of 32%, with the liability for payment of the tax arising
from gains obtained by nemesident entities anavithout a permanent establishment in Mozambique
being jointly and severally charged to the acquiring entity or to the holder of the mining or petroleum

rights

Personal Income T@RPS)

Personal Income Tax (IRPS) is a direct tax levied on the anmaédll valae of income, even when
derived from illicit acts, of the following categories, after the corresponding deductions and rebates

have been made

First categoryemployment incomg

Second categorypusiness and professional income
Thirdcategory income from capital and capital gains
Fourth categoryproperty income

Fifth categoryother income

> > > > > >

IRPS is due by natural persons residing in Mozambican territory and by those who do not reside

there and obtain income there. In the case ofptayers residing in Mozambican territory, the

IRPS is levied on all their income, even if obtained outside Mozambican territory, in which case

they may deduct the tax paid abroad, under the terms of the IRPS Cod®ditamt taxpayers

in Mozambican tertory are subject to IRPS solely for the income obtained therein

A The general annual IRPS rates for residents range from 10% to 32%, by tax income echelons.
Non residents are taxed by withholding tax at the definitive rate which can vary between 10%
and 204

A Withregardto the incomeofthe 1stIRPS categorthe withholdingtaxiscarriedoutonadefined

basis and in accordance with the tab&dow
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Amount of IRPS to be withheld for the lower limit of geadary, Coefficient
by number of dependen@ZN) applicable to eac
additional unit to
the lower limit of
gross salary

Limits of gross monthly salal

ranges
4 ou mais

Until 20.249,99 - - - - - -

From 20.250,00 to 20.749,99 0,00 - - - - 0,10
From20.750,00 to 20.999,99 50,00 0,00 - - - 0,10
From 21.000,00 to 21.249,99 75,00 25,00 0,00 - - 0,10
From 21.250,00 to 21.749,99 100,00 50,00 25,00 0,00 - 0,10
From 21.750,00 to 22.249,99 150,00 100,00 75,00 50,00 - 0,10
From22.250,00 to 32.749,99 200,00 150,00 125,00 100,00 50,00 0,15
From 32.750,00 to 60.749.99  1.77500  1.725,00 1.700,00 1.675,00  1.625,00 0,20
From 60.750,00 to 144.749,9¢  7.37500  7.325,00  7.300,00  7.275,00  7.225,00 0,25
From 144.750,00 onward 28.375,00 28.325,00 28.300,00 27.275,00 28.225,00 0,32

Note: The signal)(means there are no withholding tax and the coefficient is not apgitesl (0,00) means that it onl
applies to the coefficient

Table6 - IRPS 1st category income retention table

Thus, the computation of the withholding tax to be withheld on a monthly basis corresponds to that

determined using the following formula

IRPS = (Gross tax remuneratjdrower limit of the range in which the gross remuneration is included)

x coefficientt Value to retain by number of dependents

Value Added Ta/AT)

The VAT shall apply to all transfers of goods and services effected for consideration within the national

territory by taxpayers acting as such, as well as to imports of goods
According tolie VAT Code, the rate of this tax is 17%, and the following are considered taxpayers

A natural or legal persons resident or having a fixed establishment or representation on national
territory who, independently and as a matter of course, are engaged in production, trade or
the provision of services, whether or not for profit, including mgniagriculture, forestry,
stockbreeding or fishing activities

A natural or legal persons who, while not carrying out an activity, also carry out, independently,
any tax transaction if it meets the conditions of actual incidence of Personal Income Tax or
Caporate Income Tax

A nonresident natural or legal persons without a permanent establishment or representation
who, even independently, carry out any tax transaction, provided that such transaction is

connected with the exercise of their business actiwtiesrever it occurs or when, regardless
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of such connection, such transaction fulfils the conditions of actual incidence of Personal
Income Tax or Corporate Income ;Tax

A natural or legal persons who, in accordance with customs legislation, import goods

A natural or legal persons who, on the invoice or equivalent document, unduly mention value

added tax

The taxable amount of transactions subject to VAT shall be the antotinet consideration obtained
or to be obtained from the customer, the recipient or a third party. In the case of goods or services
subject to fixed prices (energy, water, fuel, etc.), VAT is levied on a fraction of the invoice or price, which

reduces theadxable amount

Excise Duty

The Excise Duty selectively tax the consumption of certain goods, produced in the national territory or

imported, listed in the table attached to the Code of this tax

The tax rates are "ad valorem" (percentages) or specificcombination of the two, considering the
nature of the goods to be taxed as well as the social, economic or general or particular preventive

objectives to be pursued in each case

Customs Duties

Customs duties are levied on the value (determined under the terms of the applicable customs
regulations) of goods imported or exported through the borders of the national territory, for this
purpose defined as "customs territory". On importation, theneziee base is, as a rule, the CIF value

(cost, insurance and freight) and the rates vary between 2.5% and 25%

Mozambique's customs tariff was recently amended and republished by Law number 11/2016, of 30
December, corresponding to the sixth edition of HeErmonised Commodity Description and Coding
System Nomenclature, an instrument of the World Customs Organisation having formally entered into
force on 1 January 2017, but its practical application was not possible urBEDiMidwhen it was

uploaded intahe "Janela Unicaelectronic system

It should be noted that the import of products with SADC (South African Development Community)

certificates of origin is exempt from customs duties
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Stamp Duty

Stamp Duty is levied on all documents, contracts, bquysers and acts designated in the Table
annexed to the Code of this tax, and transactions covered by the incidence of value added tax and not

exempt from it are not subject to this tax.

Stamp duty rates are applicable depending on the nature of the efifféax acts and facts and the
possibility or not of determining the respective value. The rates take the form of "ad valorem" or fixed

quantity (specific rates).

Entities with an economic interest are subject to Stamp Duty, bearing the respective barthen.
case of economic interest common to several entities, the tax charge is distributed proportionally

among all of them

Inheritance and Donation Tax

Inheritance and donation tax shall be levied on transfers free of charge of the righhefship of

movable and immovable property, whatever the denomination or form of the title

Inheritance and gift tax are payable by natural persons who acquire ownership of movable or
immovable property for free, even if a right of usufruct, use or hgusas been established in favour

of third parties. The tax is assessed at rates ranging from 2% to 10%

National Reconstruction T&RN)

The National Reconstruction Tax represents the minimum contribution of each citizen to public
expenses and levied, according to specific rates, on all persons residing in the national territory, even
if foreigners, when the circumstances of age, occupation, fitness for work and other conditions

established in the respective Code are met for them

The fee is established for each year by the Minister of Planning and Finance, through diversified
proposals from the Provincial Governments, in order to meet the degree of development anrd socio

economic conditions prevailing in each district or region

With the entry into force of the Municipal Tax System in 2001, the incidence of this tax was reduced to
areas of the country that are not yet municipalised, being from it formally exempted taxpayers who
provide proof of payment or exemption from the Persdvahicipal Tax in the territorial district of

their residence
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Fuel tax

The fuel tax is levied on the fuel produced or imported and commercialized in the national territory,

and this is due by

A refiners, importers or distributors who produce industrialiypy any means trade in fuel on
Mozambican territory
A individual importers, natural or legal persons who bring fuel into the national territory by land

or sea for their own or others' use

Fuel tax are variable according to output and are set per unieasurement and should be updated
quarterly by order of the Minister of Planning and Finance according to the variation in the inflation

rate, however updates tend to be annual

3.1.3.3 Description of the main Municipal Tax

The bases of the Municipal Tax Systerfoice in Mozambique are defined in Law No. 1/2008 of 16

January, which was created by the need to reformulate this system, harmonize it with the Basic Law of
the Tax System and introduce changes in order to comply with the Law on the State Financial
Administration System. The main taxes and fees that make up the Municipal Tax System are described

below.

Personal Municipal T@PA)

The Municipal Personal Tax replaces the National Reconstruction Tax and is levied on all national or
foreign persons, resident in the respective municipality, when they are between 18 and 60 years of age
and for them the circumstances of occupation andeis for work are verified. The following are

considered to be residents of the local authority

The amount of the Municipal Personal Tax in force annually in each local authority is determined by
applying the rates shown below, according to the classdicaf the local authorities, on the highest

national minimum wage in force on 30 June of the previous year

4% for level A;
3% for level B;
2% for level C;

1% for level D

> > > >
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Property TaxiPRA)

The Municipal Property Tax is levied ongh&imonial value of urban buildings located in the territory

of the respective municipality. The property value of urban buildings is understood to be the value
stated by the owner in the property matrices, in the absence of these, unless it deviatethdrom
normal market price. Urban building is understood as any building incorporated in the ground, with the

land that serves as a patio.

The owners of the property rights on 31 December of the previous year to which this tax relates shall
be subject to ths tax, being presumed as such the persons in whose name they are registered in the

property register or who hold them in any capacity on that date.
The rates of the Municipal Property Tax are as follows

A residential buildingg,4%
A Dbuildings intended forommercial, industrial or sedinployed activities and those intended for

other purposes0,7%

SISA Municipal Tax

Sisa'Municipal Tax is levied on the transfer, in an onerous way, of the right of ownership or of partial
figures of this right, over real estate. For the purposes of this tax, real estate is considered to be urban
buildings located in national territory. Ths is payable by natural or legal persons to whom the rights

over urban buildings are transferred

The tax rate is 2% and is levied on the declared amount of the transfer or the asset value of the urban

building, whichever is higher, unless it deviatemfthe normal market price

Vehicle Municipal TgkAV)

Vehicle Municipal Tax replaces Vehicle Tax in municipalities. This tax is levied on the use and enjoyment
of the following vehicles, registered or registered with the competent services in Mozatehiitary,
or, regardless of registration or registration, as soon as, one hundred and eighty days after entering the

same territory, they come into circulation or are used in the normal conditions of their use

Light and heavy vehicles of twetiitye yeas of age or less
Passenger motorcycles with or without car of fifteen years of age or less

Aircraft with private use engine

> > > >

Recreational boats with private motor
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The owners of the vehicles, whether natural or legal persons, public or prigaigent in the
respective municipality, shall be liable to the tax, and persons in whose name they are registered or

registered shall be deemed to be such, until proved otherwise.

The IAV fees are annual and are fixed by Decree 63/2008, of 30 Decembvaryaaccording to criteria
established according to the type of vehicle and fuel used, engine capacity, power, voltage, age, load
capacity or number of passengers, maximum 4akeveight in the case of aircraft and power of

propulsion in recreational &ft, among others

Improvement Contribution

The Improvement Contribution is a special contribution due for the execution of public works that result
in real estate valuation, having as a total limit the expenditure made and as an individual limit the

increase in value that the work results in for each property benefited

The taxpayer of the Contribution for Improvement is the owner or holder of any title to the property

benefited by the work

3.1.4 Specific tax, fees and contributions of the Extractive Industry

In addition to the taxes mentioned up to this stage, other specific taxes, fees and contributions
approved by specific legislation are also part of the Mozambique Tax System. For the case of extractive
industries, the applicable laws are the Law numbeR@¥4 and Law number 27/2014, both of 23
September, which approve the Specific Taxation and Fiscal Benefits Regime of Mining and Petroleum
Operations, respectivelit should be noted that these regulations were updated by Law No. 15/2017

of 28 December famining and Law No. 14/2017 of 28 December for hydrocarbons

3.1.4.1 Mining Area

The Specific Tax Regime and Tax Benefits for Mining Activities, approved by Law n° 28/2014, of 23
September, entered into force on 1 January 2015. This regime applies to natulaganpersons
engaged in mining activity in national territory, which in addition to the taxes specified in this regime

are subject to the general taxation regime

The regulation of this scheme was approved by Decree number 28/2015, of 28 December, which
entered into force on 1 January 2016. These regulations repealed the previous instruments that

determined the rules of taxation in the mining area, namely the Laws number 11 and 13/2007 and
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Decree number 5/2008. It should be noted that the Law number 24/2@% been updated by law

number 15/2017, of 28 Decemhes previously indicated

The Specific Tax and Fiscal Benefits Regime for Mining Activities provides for the Tax on Mining
Production (IPM), the Surface Tax (ISS) and the Tax on Mining Resourcesimeddition to these
taxes, this regime has specific provisions for income tax. A description of these tax and the specific

provisions will be given below

Mining Production TajPM)

The Mining Production Tax is due monthly, it must be paithtwyal or legal persons who own mining
titles or not, and it is levied on the value of the mining product extracted, concentrates and mineral

water.

The IPM rates were defined according to the mineral extracted, as presented below

Diamonds 8%
Gemstones, precious and sepmécious stones 6%
Heavy Sands 6%
Basic metals 3%
Coal 3%
Ornamental rocks and other mining products 3%
Sand and Stone 1,5%

Table7 ¢ Rates ofPM
Surface Tal{SS)

The surface tax shall be payable annually and shall be levied on the area subject to a prospecting and
exploration licenses, mining concession or mining certificate, measured in square kilometres or

hectares and, in the casemineral water, shall be levied on each mining title.

The following shall be subject to surface tax: natural or legal persons holding a prospecting and

exploration licenses, a mining concession or a mining certificate.

The tax base for the area tax is thamber of square kilometres or hectares of the area subject to

prospecting and research licenses, mining concession or mining certificate.

The ISS rates are as shown in the following table

S hesoipion | Rae |

a) Exploration and research licenses fomallerals
i. No. 1st and 2nd year 17,50 MT/ha
ii. No. 3rd year 43,75 MT/ha



Extractive Industries Transparency Initiative H ! / 2 ySendifos 2 NA I S

e  esatpton | Ras

iii. No. 4th and 5th year 91,00 MT/ha
iv. No. 6th year 105,00 MT/ha
v. No. 7th and 8th year 210,00 MT/ha

b) Mining Concession
i. For mineral water 85.000,00 MTVining Title
ii. For other mineral resources:

From 1st to 5th year 30,00 MT/ha
From 6th year. onward 60,00 MT/ha
¢) Mining Certificate

i. From 1st to 5th year 30,00 MT/ha
ii. From 6th year. onward 50,00 MT/ha

Table8 ¢ ISS rates

Mining Resource Income T@RRM)

IRRM is a tax levied on the net cash flow under a mining bond, as soon as that flow gives rise to an

internal rate of return, before the IRPC, equal to or higher than 18%

This tax is due when there are accumulated net cash gains at the end of the fiscal year and the applicable

rate is 20%

Specific rules on income tax

The taxpayers covered by the Specific Regime of Tax and Fiscal Benefits for Mining Activities, when

determining the taxable income, shall consider the following rules

A The tax profit shall be determined for each mining title, i.e., on an individual basis, for each
prospecting and exploration license, mining certificate or mining concession

A Each prospecting arekploration license, mining certificate or mining concession shall obtain
a Tax Identification NumbemMNUIT

A The deduction of general administration costs borne by the participated company or other
associated company obtaining income from a miningititilozambican territory in a given
tax year may not exceed 3% of the total expenses of that company in that same year, excluding
depreciation

A The costs resulting from the following are not deductible

U Prospecting and research without discovery;

0  Wilful msconduct on the part of the taxpayer or anyone acting on his behalf with

regard to the management of the mining activity;
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U Expenditure on vocational training of ekjrte staff and training programmes if they
do not comply with the terms required by the applicable legislation;

U Financial offers made to the State for the granting of mining concessions;

ua IPM;

U IRRM

U Costs of trading or transporting the mining product beyond the delivery point;

U Expenses for an independent expert to be consulted for the purpose of determining
the price of the mining product, when not requested by the government;

0 Commissions paid totermediaries;

U Expenses incurred in arbitration proceedings, not requested by the government;

i Damage caused by the negligence or wilful misconduct of the taxable person or of
anyone acting on his behalf;

U0 Implementation of a social responsibility plan;

U Tax arising from the transfer, whether onerous, of shares in the mining industry

A 1t should be noted that specific depreciation rates are applied

Tax Benefits

The enterprises under the Mining Law benefit, during 5 fiscal years, from the daggiohing of

mining Exploration, from exemption: of

A Customs duties due on imports of equipment for mining prospecting and exploration
operations, classified under Class K of the Customs Tariff
A Customs duties due on imports of goods listed in Annexufd#vo number 28/2014, which

are equivalent to goods of class K of the Customs.Tariff

It should be noted that the enterprises carried out before the entry into force of Law 28/2014 could

benefit from VAT and ICE exemption on the abuoeeationed imports

Other Fees

The Mining Law Regulation approved by the Decree number 31/2015 establishes different fees related

to the processing of mining titles and necessary permits.

The fees shown in Annexure 9 to the Regulation are shown in the table below
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Type of miing title Valor (MT)

1

Prospecting and Research License

Application registration fee

Title issuance fee

Fee for late submission of the request for extension
Extension fee

Mining Concession

Application registration fee

Title issuance fee

Fee for late submission of the request for extension
Extension fee

Mining Treatment License

Application registration fee

Titleissuance fee

Fee for late submission of the request for extension
Extension fee

Mining Processing License

Application registration fee

Title issuance fee

Fee for late submission of tihequest for extension
Extension fee

Mining Certificate

Application registration fee

Title issuance fee

Fee for late submission of the request for extension
Extension fee

Mining Pass

Application registration fee

Title issuance fee

Fee for late submission of the request for extension
Extension fee

Authorisation for Extraction of Mineral Resourcesfonstruction/Geologics

Research or Scientific Studies
Application registration fee

Title issuance fee

Fee for late submission of the request for extension
Extension fee

Fees for requests for transfer of title
Prospecting and research license
Mining concession

Mining Certificate

Mining Pass

Title transfer registration fees
Prospecting and research license
Mining concession

S

4.000,00
4.000,00
4.000,00
10.000,00

5.000,00
7.000,00
20.000,00
50.000,00

10.000,00
15.000,00
30.000,00
60.000,00

10.000,00
15.000,00
30.000,00
60.000,00

2.000,00
2.000,00
5.000,00
5.000,00

1.000,00
1.000,00
3.000,00
3.000,00

2.000,00/1.500,00
2.000,00/1.500,00
5.000,00/3.000,00
5.000,00/3.000,00

200.000,00
300.000,00
50.000,00
5.000,00

150.000,00
200.000,00
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Type of miing title Valor (MT)

Mining Certificate 30.000,00
Mining Pass 5.000,00
10 Taxas de pedido de alargamento de area
Prospecting and research license 200.000,00
Mining concession 300.000,00
Mining certificate 100.000,00
11 Area Enlargement Endorsement Rates
Prospecting and research license 20.000,00
Mining concession 30.000,00
Mining Certificate 10.000,00
Authenticated copy of aricense/certificate 1.000,00
Copyl/extract of any archived record (per page) 2.000,00
12 Operator and subcontractor registration fees
Prospecting and research license 100.000,00
Mining concession 300.000,00
Mining Certificate 50.000,00

Table9 - Fees for processing mining titles and permits

3.1.4.2 Hydrocarbon Area

The Specific Regime of Tax and Fiscal Benefits from Petroleum Operations, approved by the Law
number 27/2014, of 23 September, has been in force since 1 January 2015. Its regulation, approved by
Decree 32/2015, of 31 December, came into force on the dati#sopublication. In 2017 the

government introduced some amendments to the Specific Regime of Tax and Fiscal Benefits from

Petroleum Operations, through the Law number 14/2017, of 28 December.

According to this regime, the taxpayers covered by it arergyesubject to the taxes that make up
the Mozambican Tax System, as well as to the parafiscal charges. In addition to this tax, they are also
subject to the Petroleum Production Tax, the specific income tax rules and the production sharing

mechanisms pngded for in the regime

Petroleum Production T¢PP)

IPP is levied on petroleuhproduced in the area of the concession contract, and the tax base of this

tax corresponds to the value of the petroleum produced. The value of petroleum produced is

9 According to the law number 21/201d The Petroleum Law includes crude oil, natural gas or other
concentrations of hydrocarbons, in the physicatesia which they are underground, produced or capable of
being produced from or in association with crude oil, natural gas, bitumen and asphalt E
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determined based on the average prices at which it has been sold or otherwise disposed of by the

producer and its contractors in the month to which the tax to be assessed corresponds

The IPP rates are as follows

Type of product m

Crude Oil 10%
Natural Gas 6%

Tablel0¢ IPP rates

The contracts signed before the entry into force of Law No 12/2007 of 27 June benefit from reduced

rates

In general, the PPI is paid in cash, butgbreernment reserves the right to notify the taxpayer to pay

part or all the tax in cash

Specific rules on income tax

Taxpayers covered by the Specific Regime of Tax and Fiscal Benefits of Petroleum Operations, in

determining the tax income, shatnsider the following rules

A The tax profit must be ascertained for each concession agreement, i.e., on an individual basis
A Each area of the concession agreement must obtain a NUIT
A The costs resulting from the following are not deductible
U wilful breachof legal and regulatory obligations by the taxpayer or by anyone acting
on his behalf in connection with the management of activities relating to the
recognition, exploration, development and production of oil;
U hedging agreements for risks or lossedragifrom such agreements;
U expenditure on vocational training of expatriate staff and training programmes if they
do not comply with the terms required by the applicable legislation;
U financial offers made to the State for the award of petroleum c@iaes;
a IPP;
0 commissions paid to intermediaries;
U expenses incurred in arbitration proceedings, except when performed for the defence
of oil reconnaissance, exploration, development and production activities;
U compensation paid by way of penalty clause;

U damage caused by the negligence or wilful misconduct of the taxable person or of

anyone acting on his behalf;
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U tax arising from the transfer, whether or not onerous, of holdings in the petroleum
sector;

U tax arising from the transfer, whether or not onespwf holdings in the petroleum
sector.

A 1t should be noted that specific amortisation rates are applied

Production Sharing

The production sharing mechanism present in the Specific Regime of Tax and Fiscal Benefits of
Petroleum Operations establishes thhe State and the concessionaire are entitled, in undivided

participation shares, to the oil available for sale by the concessionaire in each period

Tax Benefits

The enterprises under the Petroleum Law benefit, during 5 fiscal years, from the dpfgmfal of a

development plan, from exemption:of

A customs duties due on imports of equipment intended for use in petroleum operations,
classified under Class K of the Customs Tariff
A customs duties due on the import of goods listed in Annex Il to LaweéX2#2014, which

are equivalent to goods of class K of the Customs.Tariff

It should be noted that the enterprises carried out before the entry into force of Law 27/2014 could

benefit from VAT and Excise Duty exemption on the abmmioned imports

Other Fees

In accordance with the Petroleum Operations Regulations, approved by Decree number 34/2015, of 31
December, which defines the terms and conditions of contracts, the practices of petroleum operations,
including resource management, safety, healtt anvironmental protection, and the submission of
plans, reports, data, samples and other information by the holders of rights to carry out operations, the

following fees are established for the processing of dossiers and authorisations

- Fee Amount in
Description of thé’rocedure (MZN

Submission of the application for the granting of the right to exer
petroleum operations 2.000.000,00
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. Fee Amount in
Description of thé’rocedure (MZN

Assessment of application for renewal of Concession Agreeme

500.000,00
Appreciation of the request fextension of the Exploration reque
of the Concession Agreement 125.000,00
Appraisal of Development Plan 1.000.000,00
Review of Development Plan 125.000,00
Authorisation for the entry into operation of infrastructure

500.000,00
Approval oDecommissioning Plan 500.000,00

Tablell- Fees for processing dossiers and authorisations in the hydrocarbon area
3.1.5 Other Extractive Industry Payments and Contributions

In addition to the payments already mentionamhntracts concluded in connection with mining
activities and petroleum operations may lay down other payments as well as conditions for the award

and allocation of licenses. These include situations relating to environmental licensing
The above obligatiancan be classified as follows

Signature bonuscorresponds to a percentage ranging from 0,5% to 5% of the value of the assets

allocated to the project and is made at the time of signing the contract

Production bonusrefers to the payment made in situats where production targets previously
established between the parties are met. According to the Research and Production Concession
Contract model, the production bonus is due when the production of the contract area reaches for the
first time, within gperiod of one month, a daily average of 25,0008 is payment is also due each

time the production of the contract area reaches, for the first time in a month, an average additional

tranche of 50,000 BOE per day

Environmental License thecertificate confirming the environmental viability of a proposed activity,
issued by the Ministry of Land, Environment and Rural Development (MITADER). The environmental
licensing fees for mining activities and petroleum operations are laid down incspagifonmental

legislation, namely in the Decree number 26/2004 and Decree number 56/2010, respectively

Contribution to the Institutional Capacity Building Fume payments made to the State by the
concessionaire, established in the contract signehtgd for training or education in the hydrocarbon

area

10 Barrel of oil equivalent E
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Contribution to the Institutional Capacity Building Fume payments made to the State by the
concessionaire, established in the contract signed, granted for training or educatiohydithearbon

area

Contribution to Institutional Supportorresponds to the amount paid by the concessionaire to the INP
to be used as institutional support to entities involved in the promotion and administration of

petroleum operations

3.1.6 Description of th different types of contracts and licenses
3.1.6.1 Mining Area

The Mining Act establishes the different types of titles that allow their holder to exercise the mining

activity, namely

>~

Licenses for prospecting and research;

>~

Mining concession;

>~

Miningcertificate;

>~

Mining pass;
Mining treatment license;

Mining processing license; and

> > >

Licenses to market mining products

In order to improve transparency and promote investment in Mozambique's mining sector, the Mining
Law establishes the creation of the Mig Registration System, in its article 4. In this sense, the Ministry
of Mineral Resources and Energy of Mozambique in partnership with the Trimble Land Administration
has developed the Mining Registration System Par@irrently all mining titles andining contracts

of the State are available for consultation purposes

The following is a brief description of the above mining titles

Mining Title Brief description

Allows the performance of geoscientific and geotechnical activ
Prospecting and research that allow the potential evaluation of mineral resources, aimin
license the discovery, identification, determination of the characteris
and economic value of the respective minerals. The pefiadlidity
of this licenses is as follows

11 http://portals.flexicadastre.com/mozambique/pt/
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Mining Title Brief description

Mining concession

Mining certificate

Mining pass

Mining treatment license

Mining processing license

A two years for mineral resources for construction, renews
once for the same perigd

A five years for other mineral resources, including min
water, being renewable once, for a further three years

Allows operations and work related to the development, extract
treatment, mining processing and disposal of mineral products.
duration of the mining concession is up to 25 years and ma
extended for an equal period, based be £conomic life of the min
and compliance with legal obligations on the part of the mi
holder.

Allows smatscale mining operations to be carried out for a perioi
10 years, extendable for equal periods according to the eciorlden
of the mine. The characteristics and limitations that disting
smaltscale mining operations for the purpose of mining certifica
from other mining operations are laid down by regulation

Allowssmaltscale mining operations to be carried out for a perioi
10 years, extendable for equal periods according to the econom
of the mine. The characteristics and limitations that disting
smaltscale mining operations for the purpose of mirgegification
from other mining operations are laid down by regulation

Allows activities to recover useful ore constituents in ordenéke
them usable or profitable mineral products through phys
processes, excluding industrial processing. The holders of the r
concession, mining certificate or mining password may develoj
treatment activities, except in the cases expresslindd in the
Mining Law and in the specific legislation

Allows mining operations to be carried out along the extrac
industry chain in order to obtain the mining concentrate. Spe
authorisation is required for the prosging of radioactive minera
in accordance with the legislation applicable to atomic energy a
radioactive minerals
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Mining Title Brief description

Allowsthe purchase and sale of mineral products not resulting f
mining activity conducted under the mining concession, mi
certificate and mining password, attributed to a natural or le
person, constituted between nationals and registered in accord.
with the laws in force in the Republic of Mozambique

Trading license for mining
products

3.1.6.2 Hydrocarbon Area

The Petroleum Law provides for the following types of concession contracts for petroleum operations

>~

recognition contract;

>~

research and production;

>~

construction and operation of pipeline systems;

>~

construction and operation of infrastructure

Below is a brief description of the abawentioned concession contracts
Brief description

Grants the norexclusive right to carry out preliminary research :
evaluation work in the area of the concession contract, thrc
aerial, terrestrial and other surveys, including geophys
geochemical, paleontological, geological and topographicestudi

Recognition agreement

Grants the exclusive right to conduct petroleum operations as
as the norexclusive right to construct and operate oil product
and transportation infrastructure, from a concession conteaiet,
unless access to an existing oil or gas pipeline system or

infrastructure is available under acceptable commercial terms

Research and production

concession agreement

The exclusive right to oil exploration under this contract may
exceed 8 years and is subject to theoyisions relating to the
abandonment of areas. In the case of a discovery, the holder ¢
right to this type of contract may retain the exclusive right
complete work commenced within a specified area, in order to
work obligations and to assessdetermine commercial value ar
to allow for the development and oil production

conditions

Construction and operatior
agreement of pipeline
systems for the purpose of transporting crude oil natural gas where suc

Grants the right to construct and operate oil or gas pipeline sysit
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Brief description

Construction and operatior

of infrastructures

operations are not covered by an exploration and produc
concession contract

According to the Petroleum Law, the concept of an oil or gas pig
system includes the oil or gas pipeline itself, including valve sta
compiessor or pumping stations and any aggregate infrastruc
constructed for the transport of oil, excluding flow collect
pipelines from wells or pipelines for the distribution of crude
natural gas or petroleum products

Grants the right to construct and operate infrastructures for
production, such as processing and conversion that are not co
by an approved exploration and production development.plan

The concept oihfrastructure includes facilities, including platforr
liquefaction plants, factories or boats or other equipment inten:
to carry out petroleum operations, excluding supply and sup
vessels, ships and vehicles transporting oil in bulk

3.1.7 Roles and responsibilities of relevant government bodies

MIREME is the central body of the State apparatus that, in accordance with the principles, objectives
and tasks defined by the Government, directs and ensures the execution of Government policy in

geological research, exploration of mineral and energy resources, and in the development and

expansion of infrastructures for the supply of electricity, natural gas and oil products

The responsibilities of the Ministry of Mineral Resources and Energyfalews!?

A

Preparation of proposals and implementation of policies in the Mineral Resources and Energy

sector;

Inventory and management of the country's mineral and energy resources;

Promotion of an appropriate legal and institutional framework for teeetbpment of the

sector;

Promotion and dissemination of the potential of the Mineral Resources and Energy sector;

Promotion of technological development with a view to the sustainable use of mineral and

energy resources at national level;

12 hitp://www.mireme.gov.mz/index.php?option=com content&view=article&id=21&Itemid=109 E
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A Promotion of the participation of the private sector in the development and use of the potential
of mineral and energy resourcesdamespective infrastructures;

A Promotion and control of the activity of prospecting and geological research and rational and
sustainable use of mineral resources;

A Inspection and supervision of the sector's activities and control of the implementation of
technical safety, hygiene and environmental protection standards;

A Promotion and control of oil production activity and the development of transport and logistics
infrastructures;

A Promotion of the development of electrical energy supply infrastructures;

A Promding the increase in access to energy in its various forms, with a view to stimulating the
country's growth and economic and social development;

A Ensuring the security of supply and distribution of oil products on a national level, with
particular emphasien expanding the distribution network to rural areas;

A Promoting the diversification of the energy matrix and efficient use of energy with a view to
energy security and stability; and

A Promotion of the safe and peaceful use of atomic energy.

Therefore, in ader to fulfil the tasks conferred on MIREME, the National Mining Institute (INAMI) and
the National Petroleum Institute (INP) were created to regulate mining activities and oil operations,
respectively. Therefore, the licensing process is coordinated ése tinstitutions, which are

subordinated to MIREME

Mining Area

The National Mining Institute (INAMI) was created by Law no. 20/2014, as a legal entity under public
law, with administrative and financial autonomy, and is supervised bittister who oversees the

area of Mineral Resources. This is the institution with regulatory authority for mining activity,
responsible for guidelines for the participation of the public and private sector in the exploration,

Exploration, processing, exp@nd import of mining products and their derivatives
INAMI's responsibilities are as follows

i. Propose development policies for the mining sector and monitor their implementation
ii. Analyse and approve projects and technical and economic studies for thiegppEnew mines

as well as the rehabilitation and/or closure of mines

©
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iii. Receive, prepare, organise and analyse processes relating to the grapiogpefcting and
research liceres, mining concessions and mineral water concessions, carrying out the acts
attributed to it under the Mining Act Regulations;

iv. Promote, support and control, in coordination with other institutions, the prospecting,
research and extraction, use and exploitation of mineral resources, excluding oil and gas

v. To promote, support and comi small scale mining, taking into account the minimisation of

negative environmental and social impacts resulting from the exercise of this activity

Additionally, in the mining area, other entities intervene at the level of MIREME, in particular the

Natonal Directorate of Geology and Mines (DNGM), whose functions are indicated in Resolution No.
33/2020 of 19 August of the Interministerial Commission for Public Administration Reform, and the

Inspectorate General of Mineral Resources and Energy (IGREESD attributions and competences

are indicated in Decree No. 31/2019 of 26 April

Hydrocarbon Area

As mentioned, the entity responsible for regulating oil operations is INP, which was created by the
Council of Ministers under Decree 25/2004 of 20 August, as responsible for the administration and
promotion of oil operations. It is a legal person goveimepublic law, endowed with legal personality,
administrative, financial and patrimonial autonomy, which carries out its functions in accordance with
the applicable legislation, ensuring it the necessary prerogatives for the proper exercise of its powers

on the basis of impartiality, technical capacity and impartiality
Under the terms of the aforementioned Decree, the INP has the following attribiutions

i. Regulation and supervision of the activity of oil exploration, production and transport, as well
as thepreparation of development policies and norms concerning petroleum operations

ii. Preservation of the public interest and the environment by establishing the necessary technical,
economic, and environmental conditions, promoting the adoption of practicesiicaurage
the efficient use of resources and the existence of adequate standards of service quality and
environmental protection

iii. Organisation, maintenance and consolidation of the collection of information and technical
data relative to the petroleum dustry activities, the national petroleum reserves and the
information produced

iv. Mediation, conciliation and arbitration, when requested, proceeding in accordance with what

was agreed upon by the parties and the legislation in force
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3.2 Concessions of contrts and licenses (Requiremeng)

a) Implementing countries are required to disclose the following information relating to all ¢
and transfers of contracts and licenses that occurred during the period covered by th
recent ElTdlisclosures, including those corresponding to companies whose payments are
the agreed materiality threshald
I. a description of the process for transferring or granting the license;
il the technical and financial criteria used;

iii. information about the destiation(s) of the license that was transferred or grant
including, as the case may be, consortium members; and
iv. any material deviation from the applicable legal or regulatory framework gove
license transfers and awards
If Governments mayselect different methods for awarding contracts or licenses
competitive bidding or direct negotiations), the description of the process for awardi
transferring the license could include an explanation of the rules determining which proc
are to be used and why a particular procedure was selected.
If there are gaps in the publicly available information, they should be clearly identifie
significant legal or practical obstacles that prevent comprehensive disclosure of the infor
desribed above should be documented and explained, along with a description
Government's plans for removing these obstacles and the expected time frame for doing

b) If companies hold licenses that were granted before the period covered by ElTiemiatiéon,
implementing countries are encouraged to disclose the information set out in point 2.2a)

¢) Where licenss are granted through bidding processes, the Government is required to d
the list of applicants and the bidding criteria

d) As part ofthe EITI disclosures, the Coordination Committee may wish to include add
information on the awarding of licenses. This could include commentary on the efficien
effectiveness of the licensing processes, and a description of the procedures,paattices
and reasons for renewal, suspension or revocation of the contract or license

3.2.1 Allocation and transfer process for contracts and licenses
Mining Area

According to INAMI, the mining titles process follows the procedures indicatedlovitehart below,
which illustrates the one described in Article 5 of the Mining Law Regulation approved by Decree No.

31/2015 of 31 December
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a e Submiséo do pedido -Paymentof fees
\ - Documentary verification

and area availability

| 45 minutes Acceptance of the application _— e
e e Request for objection | 15 to 30 days after
\ registration of the

application
I Al  Analysis of the application —0
registration of the
application /
e ——— | Preparation of the proposal | 5 to 10 days
Preparation of the title proposal \
5 days . . o —e
and information for decision

0— Decision on the application | Within 15

days

| 10 days Attribution of the title S e

Figure5 - Flowchart of the Licensing Process in the Mining Area (Stidél)

The requirements for the licensing procedure vary according to the mining title cond&tAdtl. has

published on its websité all the necessary requirements for each miitig.

In addition to the procedure described above, under Article 9 of the Mining Law Regulations, the
Government, through INAMI, may hold a public tender for mining activities and operations, taking into
account the public interest in areas: a) geoldbicgtudied; b) with potential in mineral resources; c)

that have been the object of previous mining activity; d) reserved for mining activity; and e) of total or

partial protection

13 Requirements for Mining Licensirgtps://inami.gov.mz/index.php/requisitgsaralicenciamentemineiro -
accessed on 15 November 2021 H
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Number 3 of the same Article states that the terms and conditions giutbic tender shall be defined

by Ministerial Order, which shall include at least the following

Definition of the criteria for the selection of eligible tenderers;
Mandatory payment of the purchase price of the specifications;

Obligation for any tenderdo offer the signature bonus amount;

> > > >

The winning tenderer must be chosen based on the best technical and economic proposal for
the development of the mining activity and/or the best proposal for the financial offer;
A The winning tenderer must be chosen hsa the best technical and economic proposal for
the development of the mining activity and/or the best proposal for the financial offer; and
A Any attempt to modify, contrary to the previous point, disqualifies the winning tenderer and is

considered the ssondbest tenderer

The INAMI website presents the legislation in force, which is the basis for the procedures and
requirements for the granting and transmission of licenses, and internal documents with information
necessary for the public, and there is legal obstacle to the disqualification from disclosure of

information that allows the licensing or transmission of licenses

The summary of the mining titles in fotée the year 2020 are shown in the table below. The detailed

information can be veréd on the map in Annexure 1

Type of license Titles in force

Prospecting and research license 810
Mining concession 312
Mining certificate 538
Marketing licenses 392
Total 2.051

Tablel2- Mining Titles in force2020 (SourceINAMI)
Regarding the procedures adopted for the transfer of mining titles, this is described in Article 62 and
the following of the Mining Law, in conjunction with Article 128 and the following of the Mining Law

Regudtion, and includes

1. Submission of request for transmission to INAMI
2. Change of the status of the mining title in the registration systemifidorceto in force
with transmission pendingn the case of quota transfers there is no change of status in

the system since it does not change its halder

14 Information available on INAMI's websitettps://inami.gov.mz/images/2021/Titulemmitidosno-ano-de-
2020.pdf- accessed onl5 Novemier 2021 E
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3.

Analysis of the request for transmission in order to verify the legal requirements listed in
Article 6 of Article 128 of the Mining Law Redaiat

In case of omission of data, the data subject shall be notified to submit the missing data or
proof of compliance with the legally required obligations within the legal time limits;

After requesting all legally required documents, INAMI requests iarongrom the Tax
Authority in order to assess whether or not there are any capital gains and other tax due;
After receiving the favourable opinion of the Tax Authority, INAMI asks the holder to
produce a Tax Discharge Certificate proving that the cggita¢ have been paid or have
not been paid, which states that the holder is still with the State;

Once the abownentioned Tax Discharge Certificate is presented, the request for
transmission to the competent decision is issued;

After sanctioning the transfer, communication to the applicant for the removal of the title,
within 10 days after the preseation of the transfer fee.

After proof of payment of the legal obligations has been presented, within the legal time

limits, the title has been handed over to the holder

It should also be added that

A

the transfer of mining titles is allowed only to hokleiith titles in force for more than 2
years and the applicant is obliged to submit the activity report. In the case of applications
for the transfer of a prospecting and exploration license, it may only be authorised after
the prospecting activities halmen carried out for a period of not less than 24 months
and the respective prospecting reports have been submitted.

the transfer applicant, including the transfer of quotas, must have all legally required

obligations fulfilled

With regard to the processy of transfers of mining titles during the 2020 financial year, INAMI

indicated the processing of the transfers of 9 mining titles were processed, of which 2 were direct

transfers and 7 indirect transfers, as indicated below
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Directtransmissions

8.261.753,2¢
Ibra Moz SA 8921C

1.342.270,57
2 Eastern Ruby Mining Lda 8277C 1.885.744,0C
. 116.549,48

3 Rubies Resources Lda 5030L
5.628,92
7083L 812.867,20
4 RQL Rubies SA 203.206,80

QL Rubies 9552L
532.204,80
5 Holamale SA 8188L 614.400,00
. 8955C 6.128.469,81

6 SRL Mining Lda

7414L 2.842.594,0¢
7 Pathfinder Mocambique, S#ansfer of shares 4623C 86.803.790,1:
Total 109.549.479,0¢

Indirecttransmissions

/2YLIy&8Qa btYS$ Tax%‘l);ﬁﬂedm

Myala Resources, Lda para Agua da Serra de Chiuta 3316C
2 Pathfinder Mocambique, SA para TZM Resources SA 4623C -

Technical and financial criteria

The technical anfinancial criteria relating to the licensing process are set out in Annex 10 of the Mining

Law Regulation from which it is extracted that

1 Technical capacity) It consists of technical personnel at its disposal, qualified in the geelogical
mining area,and with at least 3 years' experience in carrying out mining operations and
activities; ii) the retro mentioned personnel may be their own or contracted; iii) in the case of
their own technical personnel, the presentation of the description of the gaébifis and
experience in the respective area is required; in addition to the description of the qualifications
and experience, the contract with the applicant is required; v) the Curriculum Vitae submitted
by the mining title applicant must contain the ogoized signature of the respective
signatories, as well as be updated

1 Financial capacity) where the applicant is a legal person established for more than three (3)
years, its financial capacity is demonstrated by the Accounts Report for tfiedastal year,
or by access to finance from third parties by means of letters of agreement from recognised

financial bodies, at home or abroad
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U if the applicant is a legal person established for less than 3 years, or a natural person,
its financial capaty is demonstrated by means of a Bank Statement for the last three
months, with a balance of at least MZN 500.000,00, or by access to finance from third
parties, by means of letters of reference from recognised financial entities, at home or
abroad

U the proof of Financial Capacity referred to above may be provided by the applicant's
parent company or partner, and to this end, the express declaration of the parent
company or partner, with the recognised signature, undertaking to provide the

Capacity in fasur of the applicant, shall also be attached

It should be noted that the analysis of the Mining Act Regulation does not foresee any weighting for
the criteria. On the other hand, it is important to mention that article 9 of the Mining Act establishes
the Principle of Priority, according to which mining titles are attributed in order of priority of the date
and time of submission of the respective application to the competent authority, considering the
proposal that offers the best conditions, advantages gains for the Mozambican State as owner of

the mineral resources

Deviations from the legal framework

According to the information provided by INAMI, there was no deviation from the provisions of the Law

in the process of transfer or mining concession

Hydrocarbon area

According to the information provided by INP, the process of granting rights to oil operations follows

the steps presented in the flowchart below
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documents, scripts and data packages

Q Selection of areas for tender, including le

Preparation of the roadmap for th¥
dissemination of the competitio

data room

e/ Tender launch and opening of thi
N\

Submission of technical al
financial proposals

/7
e ——— | Evaluation of proposals
N\

Publication of the tender results

0 ]| Negotiation of contracts

\
Signing of the contracts —_— 0

\@/

/7

e el Beginning of activities

.

Figure6 - Flowchart of the Process of Granting Rights in the Hydrocarbo(Farga: INP)

The requirements for entitlement to carry out petroleum operations, which include technical and

financial requirements, are described in the Petroleum Operations Regulations

>

Right to Recognitiogarticle 7

>

Research anBroduction Lawg article 9

>

Construction Law of Pipeline Systems and Operatianticle 11

>

Construction Concession Agreement and Infrastructure Operatditle 13
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In addition, according to article 5 of the Petroleum Operations Regulation, concesgiacts for the
performance of petroleum operations may also result from simultaneous or direct negotiation in

relation ta

A areas already declared available as a result of a previous public tender and which have not been
granted

A areas declared availabds a result of termination, resignation, revocation and abandonment,
pursuant to the provisions of article ;22

A the need to join areas adjacent to a concession contract area when justified on technical and
economic grounds;

A infrastructure and pipeline systeconcession contract not covered by an approved research

and production development plan

Additionally, the Licensing process for Petroleum Facilities and Operations is governed by Decree No.
84/2020 of 18 September, which establishes the rules and puoegdor licensing the construction,
installation, alteration, substitution, demobilisation operation of petroleum infrastructures, including
storage and transport by circulating means, as well as authorisations through registration. Prior to this
Decreethe Licensing process for Petroleum Facilities and Activities was governed by Ministerial Order
272/2009 of 30 December 2009

The INPsite!® contains the legislation in force, which indicates the procedures and requirements
necessary for thgranting and transfer of rights in petroleum operations, and there is no legal obstacle
to the disqualification from disclosure of information that would permit the granting or transfer of such

information.

It should be noted that no call for tenders fhetaward of concession contracts was launched in 2019,

nor were there any direct negotiations.

Regarding transfers of concession rights, Article 16 of the Petroleum Operations Regulation states that
all concessionaires may assign their rights to anothsopehowever, this assignment is subject to the

approval of the Minister overseeing the petroleum area as follows

A Rights and obligations or undivided proportional share in a concession cpntract

A Other direct and indirect interests or participation in t@ncession contract, including, but
not limited to, assignment of shareholdings or any legal instrument which grants or may grant
decisive control over the person constituting the concessionaire or participation in the

concession contract, and

15 http://www.inp.gov.mz/pt/PoliticasRegimelegal/Legislacao
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A Ownership the right to use an infrastructure

For the financial year 2020, the transmissions of participatory interest took place as shown in the table

below
Mazenga Onshore Empresa Nacional de Hidrocarbonetos (ENH) MozGas UK 80%

Tale 13- Petroleum rightsransmissiorin 20 (SourceINP)

The concession contract for oil exploration and production for this area was entered into in December
2018 between the Government of Mozambique and ENH, however, in order to ensure the
commencement of exploration activities, ENH (the then consortium/opgregquested MIREME in
December 2020 to transfer part of its participating interest to MozGas whose authorisation order was

issued by the Minister of Mineral Resources and Energy in February 2021.

According to the information made available by INP, inatheve mentioned transfer there was no

place for the payment of capital gains tax, since no gains were generated

Technical and financial criteria

As for the technical and financial criteria for the allocation of rights for the exercise of petroleum
operdions, these are provided for in the terms of reference of each tender carried out by INP, which

in summary evaluates the

technical competence and financial strength of competitors;
the technical database used in the technical evaluation;
health, safety ad environmental policy integrity;

proposed economic terms;

=A =/ =4 =4 =

social support and training

Deviations from the legal framework

According to the information provided by INP, there was no deviation from the Law in the process of

transferring licenses
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3.2.2 LicensedRightsgranted by means of a tendering procedure

As is extracted in the introductory part of this chapter, this EITI requirement requires that if permits are
granted through tendering procedures, the government is required to disclose tbé dmndidates

and the tendering criteria. However, for the year 2020, only the mining area has been put out to tender

3.2.3 Analysis of the efficiency and effectiveness of the licensing/contracting processes

Mining Area

After analysis of the procedures foethttribution, modification, transmission, renewal and revocation

of mining titles, we are of the opinion that they allow the processes to be processed with the necessary
urgency and quality. However, gauging the degree of compliance requires additidnalvisioh can

be carried out by INAMI, via a satisfaction survey where users and civil society can communicate the

existing constraints in this process.

On the other hand, it should also be noted that the Regulation of the Mining Act, in its article 3,
highlights the competencies of the Minister, indicating that it is his responsibility to decide on the
attribution, modification, transmission and revocation of part of the mining titles, without, however,

indicating the evaluation criteria that contributeatards the Minister's decision.

In this sense, we are of the opinion that the legal document should indicate the criteria for the
Minister's decision, so that he does not appear to have a discretionary power or use subjective criteria

in the analysis of thprocesses, which may somehow give rise to different interpretations

Hydrocarbon area

Once the procedures for the allocation, transfer, renewal and revocation of petroleum operation rights
have been analysed, we are of the opinion that they allow theegses to be carried out with the
necessary urgency and quality. However, the assessment of the degree of compliance requires
additional work, which may be carried out by the INP, via a satisfaction survey where users and civil

society may notify the exiaty constraints in this process.

It should also be noted that the Regulation of the Petroleum Law, in its article 3, presents the
competencies of the minister who oversees the petroleum area, indicating that it is the minister's
responsibility to approvehe concession contracts for recognition and indication or change of the

operator. However, it is not indicated which evaluation criteria are used by the minister in making his

©

decision
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In this sense, we are of the opinion that the legal docurmshnotld indicate the criteria for decision
making by the Minister, so that he does not appear to have a discretionary power or use subjective

criteria in the analysis of the processes, which could lead to different interpretations

3.2.4 Procedures for renewahd revocation/extinction of licenses and concessions

Mining Area

The process for the extension of the mining title is present on the INAMI wWébsittNAMIand in the
regulation of the Mining Law. According to the information made availabhheAMI, during 2020, 28

mining titles were cancelled and 17 were revoked. The detail on these data may be found in Annexure
1.

Below is a summary of the requirements necessary for this process, by type of mining title

Prospecting and Research License

a) Appication addressed to the Minister for Mineral Resources and Energy, with the
authenticated signature of the applicant or his representative;

b) Report on the activities carried out, including investments made during the initial period,
prepared and signed kyperson authorised to sign mining projects;

c) Work Programme to be carried out during the extension period and the planned expenditure
budget drawn up and signed by a person authorised to sign mining projects;

d) updating of the environmental managementtingnent; and

e) proof of payment of the extension fee

Mining Concession and Mining Certificate

a) Application addressed to the Minister for Mineral Resources and Energy, with the
authenticated signature of the applicant or his representative

b) Detailed report containing, balance of reserves, economic life of the mine and other relevant
aspects preparednd signed by a person authorised to sign mining projects;

c) updating of the Mining Plan to be prepared and signed by a person authorised to sign mining
projects;

d) Updating the Technicéiconomic Assessment to be prepared and signed by a person

authorisedto sign mining projects

16 https://inami.gov.mz/index.php/requisitgsaralicenciamentemineiro
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e) Updating the Environmental Impact Assessment and the Environmental Management Plan
must be prepared and signed by a person authorised to sign mining projects; and

f) Proof of payment of the extension fee

Marketing License

a) Application addressed to the Minister for Mineral Resources and Energy, with the
authenticated signature of the applicant or the authorised representative;

b) Report on the activities carried out in accordance with the Programme for the Marketing of
MineralProducts approved by the Ministry of Mineral Resources drawn up and signed by a
person authorised to sign mining projects;

¢) Programme for the Marketing of Mineral Products to be carried out during the extension
period and the planned expenditure budgetwiraup and signed by a person authorised to
sign mining projects;

d) proof of payment of the extension fee

The Mining Law establishes in Article 64 the grounds on which the Government may revoke mining
titles, varying according to the title. However, paspaty 1 of this article states that any of the mining

tittes may be revoked when the holder

a) failure to pay specific tax;

b) failure to comply with any regulatory or specific provision of the mining contract, and in these,
it is specified that such failure cxtitutes grounds for revocation of the title;

c) enters into bankruptcy, agreement or composition with its creditors, unless a security in rem
has been lodged and registered over the mining installations;

d) Operates the transformation or dissolution of the camy, unless it has been authorised by
the Government;

e) lIsin debt to the State
Hydrocarbon Area

Article 20 of the Petroleum Operations Regulation states that renewal of a concession contract may
only be granted in exceptional cases, provided thakt@omic terms offered by the concessionaire

are favourable to the national interest. It is also stated that the application for renewal of an exploration

and production concession contract, oil or gas pipeline system, and construction and operation of

infrastructure must be submitted to the Minister overseeing the oil area no later than three years

before the end of the respective concession contract
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Regarding the revocation of the concession contract, Article 24 of the Petroleum Operations
Regulation, irits paragraph 3, states that the notice of revocation of the concession contract is based

on a legal basis, including

a) False or incorrect information, presented in a deliberate or negligent manner, relating to any
application for a concession contract tlarisation or approval of a plan, which has been
decisive in granting the right to carry out petroleum operations
I. Deviation from the subject matter of the concession contract;

il. Bankruptcy of the concessionaire;

iil. Breach or repeated serious breach of the loavef the terms and conditions of the
concession contract;

iv. Failure by the concessionaire to comply with any judicial, administrative or arbitral
decision or of an independent expert;

V. In the case of a single concessionaire and subject to a wingdidgcision issued by
the competent jurisdiction, except if the winding has as its object the merger or
reorganisation, duly notified to the Government, or if the majority of the respective
shares are acquired by a third party, except for the Affiliate, without the approval of
the Government;

Vi. Abandonment of the concession area for a period longer than three hundred and sixty
five days and;

Vil. Other causes to be established in the concessiotract.

According to INP, during the year 2019 no concession contract, previously awarded, was revoked

3.3 Registration of licenses (Requirem2arg)

a) The termLicensein this context refers to arigense lease, title, permit, authorisatioogntract
or concession by which the Government grants to company(ies) or individual(s) the ri
exploit oil, gas and/or mineral resources.

b) Implementing countries are required to maintain a publicly available registry or re
system(s) with the fwing timely and comprehensive information with respect to each o
company licenses included in the agreed scope of EITI implementation

i. Holder(s) of the license(s).
. If obtained, the coordinates of the area under license. If coordinates art
obtained, the Government is required to ensure that the size and location ¢

area under license is disclosed in the license record and that the coordinat
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available to the public at the appropriate government agency without cha
disproportionate fes or restrictions. The disclosed information should incl
guidance on how to access the coordinates and the cost, if any charge, of ac
the data. In addition, the government should document plans and timeline
making this information freely anelectronically available through the licen
registry.

iii. Date of application, date of grant, and duration of the license.

iv. In the case of production licenses, the commodity being produced

It is expected thattte license registratiowill include information on licenses held by all entit
including companies and individuals or groups that fall outside the agreed scope

implementation, i.e. whose payments fall below the agreed materiality thresholdighificant
legal or practical obstacles preventing such comprehensive disclosure should be docu
and explained, accompanied by a description of the Government's plans for removin

obstacles and the expected timeframe for doing so

c) If such regiters or records do not exist or are incomplete, any gaps in the publicly av|
information should be disclosed and efforts made to strengthen these systems sho

documented

Mining Area
INAMI has provided information on the mining permits indarp to the end of 2020, specifying them

by type of license, type of mineral exploited, date of application for the mining permit, date of

concession, duration of the mining permit, stage in which it is in, as can be seen in Annexure 1

The coordinates dhe area of each mining title can be consulted by anyone interested in the Portal of
MiningRegistratio®’, where the same site presents the countries for which the mining registration was
made, and the visualisation of the data is made througgeach by the Holder Code (which should be

provided by INAMI) or, knowing the geographical location, by the verification in the map of

Mozambique presented

The Mining Registration Portal can also be accessed through the INAMI #eBgitasiting this site

you can check additional information, such as

17 http://portals.flexicadastre.com/Mozambique
http://portals.flexicadastre.com/
18 hitps://www.inami.gov.mz, accessed on 15 November 2021 i
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A Legislation in the sector;
A Mining contracts;

A Tenders and geological information

On the other hand, according to INAMI, during 2020 the updating of the mining registration portal was
completed and the preliminary design of the electronic platform for the management of online

cadastral information is currently underway, which will allow, among others

a. The submission of documents by the applicant or holder directly through the onlim por
(application documents, responses to notifications, attachment of published edicts, proof of
payment of taxes and fees, reports, business plans, production and sales data, among other
information);

b. The verificatiorof the general situation of the liceed areas of each company (status of the
requests, deadlines to be met for the fulfilment of obligations, taxes due and to be collected,
missing reports and dates for their submission);

c. The updating of contacts, addresses online.

d. The verification of obligimns (reports, plans, start of production, bonds, etc.) during the life of

the licenses and respective deadlines

In addition, actions are underway to ensure the hosting of the cadastral system database in a cloud so

that the online cadastral informatiananagement system will be operational during 2023

Hydrocarbon Area

INP has provided the list of concession contracts in force in 2019, and has indicated that their
publication, as well as other relevant information from the sector, is on its websiiddition to the

INP website, the contracts are also published on the MIREME Welbsigeldition to the INP website,

the contracts are also published on the MIREME weHsite
By visiting this INP website you can have access to additifovadation, such as

A Hydrocarbon Exploration and Production Concession Agreements (CPPP);
A Active concession areas, coordinated, respective operators, State participation (direct and

indirect) and the coordinates of these aréas

19 hitp://www.inp.gov.mz/pt/Pesquis®roducao/Concessoesn-Vigorc accessed o5 November 2021

20 https://www.mireme.gov.mz/index.php?option=com phocadownload&view=category&id=8&ltemide160
accessed on 15 November 2021

21 http://www.inp.gov.mz/pt/Descricaale-Concessoes/Coordinatd-CurrentConcessiong, accessed on 15

November 2021 i
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http://www.inp.gov.mz/pt/Descricao-de-Concessoes/Coordinate-of-Current-Concessions

Extractive Industries Transparency Initiative H ! / 2 ySendifos 2 NA I S

A Legislation of the sectpand

A Hydrocarbon production data and payment of royalties

3.4 Disclosure of contracts (Requiremé&m)

a) Implementing countries are required to disclose any contractdieambes granted, entered intor
amended on or after 1 January 2021. Implementing countries are encouraged to publicly disclose any

contract orlicensethat sets out the conditions for oil, gas and mineral exploration

b) It is expected that the CC will approve and publish a placofdract disclosure that sets a clear
timeframe for implementation and addresses any barriers that prevent comprehensive disclosure. This

plan will be integrated into the work plans for the period 2020 onwards

) It is necessary to document the Governwermpolicy on diclosure of contracts and liceass

governing oil, gas and mineral exploration. This should include the following

i. A description of whether the Government's legislation or policy addresses the issue of
contract andlicensedisclosure, higlighting, among other issues, whether they require or
prohibit contract andicensedisclosure. If no such legislation exists, an explanation of where
Government policy is established should be included, and the Coordination Committeg should
document itsdiscussions about what constitutes a Government policy on contract disclosure.
Any reforms relevant to promoting contract afidensedisclosure that are planned or

underway should be documented

ii. An overview of publicly available contracts and licenses. Implementing countries |should
make available a list of all active contracts and licenses, indicating which are publicly available

and which are not. For all published contracts brehses, a refeence or link to where th

D

contract orlicenseis published should be included. If a contracticegnseis not published

legal and practical barriers should be documented and explained

—

iii. Where disclosure practices diverge from requirements set dagislation or governmer
policy regarding the disclosure of contracts and licenses, an explanation for the divergence

should be provided

Mining Area
The Mining Act provides, in number 4 of article 8, that mining contracts are made public in the

Governnent Gazette prior to the prior approval of the Administrative Court, within 30 days. Number
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5 of the same article states that "Without prejudice to their publication in newspapers or internet sites,
mining contracts, once approved, as well as any amengntiegreto, shall be sent to the Assembly of

the Republic for information”

In accordance with Article 26 of the Mining Law Regulations, INAMI is responsible for issuing a notice
in the Government Gazette for the attribution, modification, transmissiorxstirtction of mining titles

within 30 (thirty) days from the date of the facts subject to publication. INAMI is also responsible for
publishing in the Government Gazette the declaration, modification and extinction of the authorisation

and designated ming password areas

The government has so far concluded 14 mining contracts with the concessionaires, as listed below.

These can be accessed through the INAMI's weBsigefollows

Vale Mogambique 867C  Coal mining in Moatize (Tete)
- Heavy sands mining in Mon
2  Kenmare Moma Mining, Ltd. 735C (Nampula)
Riversdale Mocambique, Lda 3365Cc  Coal mining in Moatize (Tete)
Rio Tinto Zambeze, Lda 4695C  Coal mining in Moatize (Tete)
5 Minas Moatize, Lda 1163C  Coal mining in Moatize (Tete)
) Coal mining in Moatize (Tete)
6 Eta Star Mocambique, Lda 5814C
] Coal mining in Moatize (Tete)
7 Minas de Revuboé, Lda 4064C
Coal mining in Cahora Bassa ¢
8 ENRC, Lda . 6127C Chitima Tete
Consorcio Anhui Foreign Econor Mineira Heavy sands export in Chibuto (Ga:
Construction (Grupo) Co.,Ltd,
9 Yunnan Xinli Nonferrous Metals C 7054C
Ltd
. . Coal mining in Mutarara (Tete)
10 Sol Mineracéo, Lda 5818C
11 Twigg Exploration & Mining, Lda 6432C Graphite exploration in Balama (Ca
Delgado)
Exploration of iron, titaniur
12 Capital Resources, Lda 7055C vanadium and limestone in Zobué,
Kazula and Moatize (Tete)
Highland African Mining Compar Tantalite  exploration in  Uppe
13 724C .
Lda Molocue (Zambezia)
14 JSPL, Lda 3605C Coal mining in Moatize (Tete)

Tablel4 - Mining contracts in force (SourdBlAMI)

22 https://inami.gov.mz/index.php/projectosaccessed on 26 August 2021 i


https://inami.gov.mz/index.php/projectos
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It should be noted that, the Vale Mozambique contract is not published due to the fact that it was
concluded before the entry into force of the Mining Law no. 20/2014, of 14 August, which establishes

in article 8(5) the mandatory disclosure of mining cacts

The data on the other mining titles (Mining Certificates and Mining Concessions) are presented in
Annexure 1, and the coordinates of the area of each mining title can be viewed on the Mining

Registration Port&l.

From the comparison of the disclosysractices and the requirements established in the legislation in

force in Mozambique, no divergence was found

Hydrocarbon Area

The publication of contracts concluded within the scope of petroleum operations is provided for by
Law specifically, in Article 28(2) of Law No. 20/2014 of 18 August (Petroleum Law), from which it follows
that "without prejudice to safeguarding the confidentiality of the strategic and competitive commercial
information of petroleum operations, the main cession contract concluded is subject to the
inspection and visa of the entity legally competent for that purpose, as well as the publication of the

main terms of the concession contract."

In fact, this publication and other relevant information of the @ed carried out by INP on its
websité”, as well as on the MIREME website

On these websites you can check additional information, such as

A Active concession areas, their operators, State participation (direct and indirect) and the
coordinates of these arepand

A Sector legislation

The concession contracts in force in 2020 are presented below

Effective Type of

1 SPT 26/10/2000 Jazigo de Pande e Temane PPA Production
2 SPM 01/09/2002 Bloco de Pande e Temane PSA Production
3 EEA/MRV 01/02/2007 Area 4 da Bacia do Rovuma EPCC Development

23 http://portals.flexicadastre.com/Mozambiqueaccessed on 15 November 2021

24 http://www.inp.gov.mz/pt/Pesquis®roducao/Areasle-Pesquisa-ProducacActuais - accessed on 15
November 2021

25 https://www.mireme.gov.mz/index.php?option=com phocadownload&view=category&id=8&Itemid=160
accessed on 15 November 2021 @



http://portals.flexicadastre.com/Mozambique
http://www.inp.gov.mz/pt/Pesquisa-Producao/Areas-de-Pesquisa-e-Producao-Actuais
https://www.mireme.gov.mz/index.php?option=com_phocadownload&view=category&id=8&Itemid=160
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Effective Type of

4 AMA 1/TEPMA1 01/02/2007 Area 1 da Bacia do Rovuma EPCC Development
5 Buzi Hidrocarbons 01/04/2019 Bloco de Buzi EPCC Research

6  ExxonMobil 01/12/2018 Area A5B Bacia de Mogambique EPCC Research

7  ExxonMobil 01/12/2018 Area Z5D Bacia de Mogambique EPCC Research

8 ExxonMobil 01/12/2018 Area Z5C Bacia de Mogambique EPCC Research

9 Sasol PetroMoz 01/01/2019 Area PTE daBacia de Mogambique EPCC Research

10 ENI Mozambico 01/01/2019 Area A5A Bacia de Mogambique EPCC Research
Gas Pipeline Contracts

11 ROMPCO 26/10/2000 Temane (Mog) a Secunda (RAS) 865  PLA Transport of ga
12 MGC 28/04/2004 Ressan@arcia tdMatola PLA Transport of gas

Tablel5- Existing concession contracts in the hydrocarbon area (Stuirge

No discrepancies were found between the disclosure practices and the requirements set out in the

legislation in force in Mozambique

Other information
Mining Area

Under number 1 of article 15 of the Mining Act, the reports, datather information produced within

the scope of prospecting and research, extraction or other related activities, are the property of the
State. It is also extracted from the same article that it is the responsibility of the National Directorate of
Geobgy and Mines to keep copies of reports, as well as all raw geological data collected including
geochemical, geophysical, geochronological, aerial photographs, digital elevation model or other
information produced within the scope of prospecting and regeanining extraction or other related

activity. This Article also provides that

A Data on the custody of the National Directorate of Geology and Mines resulting from
prospecting and research activities, mining or other related activities under a mileimgetit
only be disclosed 90 days after the date of extinction of the mining title;

A Reports, geological maps, geophysical, geochemical and other data collected by means of
geological research carried out by a State entity shall be provided to interesties pgon
payment of administrative fees;

A Geological samples, including borehole evidence, extracted within the scope of prospecting

and research activities shall be deposited at the National Geological Samples Warehouse and
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may be disclosed with the tecleal consent of the holder or 90 days after the date of extinction
of the mining title;

A The National Geological Samples Warehouse may, at the request of the holder of the mining
titte and upon payment of a fee set by the National Directorate of Geologyliamnh, store
samples taken under the respective license during the duration of the mining title holder's

prospecting and exploration license

Kimberley Process

The Kimberley Process (KP) is a diamond certification of origin scheme designed to prevent the buying
and selling of blood diamonds, i.e. diamonds originating from areas of conflict, civil wars and human
rights abuses. It was created in 2003 with the afnpreventing the financing of arms in African

countries at civil war.

In 2000, several countries accepted the Kimberley Process, committing themselves to purchase only
certified rough diamonds (with provenance confirmed by an official certificate) arfLt® imports
from conflict areas. It was an important attempt to break the link between the stimulation of civil wars

and the commercialization of valuable natural resources.
Under the terms of the KPCS (Kimberley Process Certification Scheme), p@rticifsan

1. Meet "minimum requirements” and establish national legislation, institutions and
import/export controls for diamonds and other minerals;

2. Commit to transparent practices and the exchange of critical statistical data;

3. Trade only with other members who also meet the fundamentals of the Kimberley Process;

4. Certify traded ores as conflict free and provide the certification

With a view to joining this initiative, Mozambique created in 2015, through Decree No. 26/2015, of 20
November, subsequently updated by Decree No. 64/2021, of 1 September, the Kimberley Process,
Precious Metals and Gems Management Unit, abbreviated to UGPK. This body is responsible for
everything related to the implementation of the Kimberley Processelyamanaging the technical and
administrative procedures of tracking, security and internal control of rough diamonds, within the

scope of the Kimberley Process and the commercialization of precious metals and gems.
In effect, the competencies of the UGHK the following

1. To provide technical advice on the Kimberley Process
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2. guarantee the legitimacy of the traceability of the production, import, export and transit of
rough diamonds, precious metals and gems;

3. to guarantee the implementation and compliancéhwthe rules governing the Kimberley
Process and the Kimberley Process Certification Scheme

4. to coordinate the operation of the Kimberley Process Certification Scheme and the trade of
precious metals and gems in Brazil

5. to cooperate in defining and oversegithe implementation of methods of certification,
tracking of rough diamonds, precious metals and gems, as well as prevention and combat of
illicit trafficking

6. to ensure the development and propose for senior approval the Kimberley Process Certificate
Models for precious metals and gems

7. toissue the Kimberley Process Certificate for rough diamonds and the Certificate of Origin for
precious metals and gems

8. propose the staffing of the Kimberley Process, Precious Metals and Gemstones Management
Unit

9. providetechnical advice to the National Council for the Kimberley Process, Precious Metals and

Gemstones

In 2016, the country was assessed by the Kimberley Process Participation and Presidency Committee,
having received a set of recommendations to be admittedrasmber and consequently begin trading

diamonds.

In 2021, the Kimberley Process Participation and Presidency Committee admitted Mozambique to the
business of this type of gemstone. This fact allows the country to ensure the traceability of the
production transportation and commercialization of diamonds, precious metals and gems, as well as
the issuance of Kimberley Process Certificates (attesting to the origin) by diamond producing countries
and precious metals and gems, in order to prevent the intradliadf conflict diamonds into the
international market and also to prevent them from being destined temember countries of the

Kimberley Process

Hydrocarbon Area

Pursuant to number 1 of article 6 the Petroleum Operations Regulation, data acquiredaunde
reconnaissance concession shall be kept confidential for the duration of the respective concession

contract, from its effective date.

©
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It also follows from paragraph 3 of the same article that data acquired under the exploration and
production concessiocontract must be kept confidential for a period of 5 years from the date of its
acquisition or until the area of the concession contract is relinquished or the rights over the area are

revoked or the concession contract terminates.
However, confidentidlf does not apply to

a) The use of such information between the Minister overseeing the petroleum areas and another
state entity, or between state entities when in communication, in the fulfilment of their
obligations imposed by the Laws of the Republic of Mozambique;

b) If it is inconnection with any judicial or arbitration proceedings;

c) If associated with the determination of the concessionaire's obligations and liabilities in respect

of payments due to the State
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3.5

Beneficial Owners (Requiremehb)

a)

b)

d)

f)

It is recommended thamplementing countries maintain a publicly available register of the

beneficial owner(s) of the corporate entity(ies) applying for or having an interest in an pil, gas

or mineral resources exploration or production license or contract, including thety@ies)i
of their beneficial owner(s), the degree of ownership and details of how ownership or ¢ontrol
is exercised. Where possible, beneficial ownership information should be incorporatéd into
existing company reports and filings filed with corporate edgtd, stock exchanges
extractive industry licensing bodies. If this information is already publicly available,
Report should include guidance on how to access it

Implementing countries are required to document government policy @adrdinatio
Committee discussion on the disclosure of beneficial ownership. This should |nclude
information on relevant legal provisions, effective disclosure practices and any planned or
ongoing reforms related to the disclosure of beneficial ownership
From 1 January 2020, implementing countries are required to request, and compahies to
disclose, beneficial ownership information. This applies to corporate entity(ies) applying for or
having an interest inl&censeor contract for the exploration or prodtion of oil, gas or mineral
resources and must include the identity(ies) of their beneficial owner(s), the degfree of
ownership and details of how ownership or control is exercised. Any gaps or deficiencies in the

submission of beneficial ownership infotina should be disclosed, which includes the name

of the entities that have not submitted all or part of the beneficial ownership information. If a
country is facing significant constitutional or practical obstacles to implementing this
requirement by 1 Jauary 2020, it may request tailored implementation under Article 1 of the

EITI Board's procedures for oversight of EITI implementation.
Information on the identity of the beneficial owner should include the name of the bengficial

owner, his or her nation& and country of residence, as well as the identification of| any

politically exposed persons. It is also recommended to disclose their national identification
number, date of birth, home or business address and means of contact
The Coordination Commitkeshould assess any existing mechanisms aimed at ensuripg the
reliability of the beneficial ownership information and agree on an approach for corporate
entities falling within the scope of provision 2.5c) to ensure the accuracy of the beneficial
ownershipinformation made available by them. This could include requiring companies to
attest the accuracy of the beneficial ownership declaration form through the signature of a
member of senior management or legal counsel, or to provide supporting documentation

Definition of beneficial owners
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i. A beneficial owner of a corporation refers to one or more natural persons who
ultimately directly or indirectly own or control the corporate entity.

i. The Coordination Committee should agree an appropriate definition ofetine
"beneficial owner". The definition should be in line with the point above and take into
account relevant international standards and national laws, and include ownership
threshold(s). The definition should also specify reporting obligations foicalb/it
exposed persons.

iii.  Require listed companies, including whollyned subsidiaries, to disclose the name
of the stock exchange and include a reference to the registers of the exchapge on
which they are listed to facilitate public access to informatinntheir beneficial
ownership.

iv.  Inthe case of joint ventures, each entity must disclose its beneficial owner(s), unless it
is a listed company or a whoetlyned subsidiary of a listed company. Each entity is

responsible for the accuracy of the informaticoyided

g) Implementing countries and the Coordination Committee should also address disclosure |of legal

owners and participation in ownership

As stated in paragraph b) of this requirement, implementing countries are required to first verify the
government policy on the disclosure of beneficial ownership. This check confirms whether or not there

is any impediment to the disclosure of beneficimhership within the country's legislative framework

In this sense, it is necessary to clarify that in Mozambique there is no specific law regulating the matter
relating to beneficial owners. However, in accordance with Article 246 of the Commercighc@®de,
relating to the company, including the memorandum of association, are subject to registration and
publication in the Bulletin of the Republic, through a simplified extract, and any interested party may
obtain a copy of the memorandum of associatimmt the Registrar of Legal Entities or the company,

as provided in number 2 of Article 247

As established in number 4 of Article 247 of the Commercial Code, the simplified extract mentioned

above must contain the following elements

i date of registration;

ii.  single legal entity number;
iii. date of incorporation;
iv.  business name;

v. registered office;
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vi. share capital,
vii.  form of distribution of share capital among shareholders, identifying the latter and their unique
tax identification numbers;
viii. ~ form of administration and the way in which the company is bound;

iX. identification of the members of thedministration

However, this obligation was introduced in 2018, by means of Deare@o. 1/2018, of 4 May, which
amends the Commercial Code, and therefore, this rule is only applicable to companies that were

incorporated after this regulation came irfarce.

It should be noted that mining and petroleum activities are carried out by natural or legal persons
incorporated under commercial form. Thus, the Mozambican Commercial Code provides for 5 types of
commercial companies: (i) general partnership, dépital and industry company, (iii) limited
partnership, (iv) joint stock company, and (v) private limited company. The table below presents the

classification of the corporate type of the companies selected for the reconciliation process

Accordingly, weonclude that in Mozambique it is only compulsory to disclose the legal beneficiaries,
and the information is publicly available at any Registry of Legal Entities in the country, by simply
requesting the company's commercial certificate, with the excepifopublic limited companies,

where information can only be found on the company directors

It is important to mention that legal beneficiaries are those individuals who appear as partners or
owners in the companies' registration documents and who legediscise control over the company,
as opposed to beneficial owners who are those individuals who ultimately own or control the company,

even if they do not appear legally in the registration documents.

For the purposes of this report, the selected compamvere requested to complete the International
Secretariat's basic beneficial ownership férnn addition, commercial certificates were requested
from the Directorate of Registration and Notary Affairs. The information disclosed on these forms has

beensummarised in Annexe 2 - Beneficiaries.

In addition, the EITI Standard requires listed companies, including -sWvoky subsidiaries, to
disclose the name of the stock exchange and include a reference to the registers of the stock exchange

on which they are listed in order to facilitate public access to information on their beneficial ownership.

26 https://eiti.org/guidancenotes/beneficialownershipmodetdeclarationform - accessed on26 AJgUStZOé
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In this regard, for the hydcarbons sector, the INP discloses this information on its wébsitgich is

also disclosed in Annexure 2

3.6 State participation in the extractive industry (Requirenzz@}

a) Where state participation in the extractive industries results in signifieaahue payments

implementing countries should disclose:

An explanation of the role of staavned enterprises (SOES) in the sector and

prevailing rules and practices regarding the financial relationship betweer

Government and SOEs, i.e. the rudesl practices governing transfers of finan¢

resources between the Government and SOEs, retained earnings, reinvestme
third-party financing. This should include disclosure of transfers, retained ean
reinvestments and third party financinglated to SOE subsidiaries and joint ventu
For the purposes of EITI implementation, SOEs are wholly or majority govert
controlled companies that engage in extractive activities on behalf of the govern
Based on this definition, the Coordinati@@mmittee is encouraged to discuss &
document its definition of SOEs taking into account national laws and gover
structures.

Information disclosed by the Government and SOEs on the extent of their own

interest in mining, oil and gas companiescluding those whose owners are

subsidiaries and joint ventures of SOEs, as well as any changes in the e
ownership interest during the reporting period. This information should include d
on the conditions of its participation, including level of responsibility for th
payment of expenses at various stages of the project cycle (e.ginpdige
participation or silent participation). If there have been changes in the leVv
Government and SOE ownership during the EITI reportirappére Government ang
SOEs must disclose the terms of the transaction, including details on valuati
revenues. If the Government and SOEs have provided loans or loan guaran
mining, oil and gas companies operating in the country, details s¢ tin@nsactions
should be disclosed, including the repayment term and conditions of the loan

repayment schedule and interest rate). The Coordination Committee may co
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comparing the terms of the loans with those of commercial loans.

27 http://www.inp.gov.mz/index.php/pt/Descricade-Concessoes/Areade-Concessad\ctivas- accessed on 15

Novemier 2021

©


http://www.inp.gov.mz/index.php/pt/Descricao-de-Concessoes/Areas-de-Concessao-Activas

Extractive Industries Transparency Initiative H ! / 2 ySendifos 2 NA I S

b) SOEs are egpted to publicly disclose their audited financial statements or, if not availablg, key
financial results (i.e. balance sheet, income statement, cash flow).
c) Implementing countries are encouraged to describe the rules and practices related to
operating and capital expenditures of SOEs, their procurement, subcontracting and corporate

governance (e.g. composition and appointment of the board of directors, board mandate and

code of conduqt

On this requirement it is important to mention that the CC of Mozambique, with the support of the EITI
International Secretariat, has contracted a specific study with the objective to collemhalydethe

data concerning the state participation in thetractive industry and the role of the State Corporate
Sector, under the context of the requirements of EITI Standard 2.6, 4.2, 4.5 and 6.2. This is available on
the EITI Mozambigue websiteThe following is the information that it was possible to coled

systematizevithin the scope of this repart

The Mozambican State verifies its participation in the extractive industry through its institutions and
companies, which act as regulators of the industry, on the one hand, and operators of mining and oil
activities, on the other. The following table shows the main national entities involved in the extractive

industry.

S ey | e | R

IGEPE was incorporated in December 2001, by government de
with the main objective of managing the Stafeiancial holdings
1 il G E p E General acquired through the restructuring process of the State's busi
T BN PTG W BT sector. It has the strategic function of coordinating and control
the State's shareholdings in the corporate sector under the te
of the specific Law and Regulatio

It is the mining regulatory body responsible for guidelines for

participation of the public and private sector in the explorati

Exploration, processing, export and import of mining products

2 their derivatives. It wasreated by Law 20/2014, of 18 Augt
(Mining Law), as a legal person under public law with |

INAMI personality, administrative and financial autonomy, and

- supervised by the Ministry which oversees the area of Min
Mining Sector
Resources

BEMEM is the commercial representative in the mining sector, \

3 EMEM the objective of carrying out geological mining explorati
e production and marketing of mineral products, marketing of |
material of mining utility, advice, consultancy and techn

assisance in the mining area, carrying out prospecting .

Zhitps://itie.org.mz/index.php/download/eitinakreport-soestudy-revisions
2/?wpdmd|=3217&refresh=62f9e99ac298f16605454 & cessed on 15 de Novemb&2a E
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S Emy | A | Fumaon

research of mineral resources, development of mining projec
partnership with other national or foreign companies

However, this company was dissolved in 2021 through Decre:
31/2021 of 31May.

INP was incorporated in 2004, through Decree No. 25/2004 «
August 2004, as the regulatory body for the managemen

3 hydrocarbon reserves in the country. This institution is respon
4 I NS for licensing the blocks amdncession areas, as well as supervit
il IIJ the contractual obligations of companies in exploration

production activities. INP is also responsible for advising
Government of Mozambique on any updates to current laws

regulations deemed necessary
Hydrocarbon

sector

ENH was created by Law no. 3/81, of 3 October, as a State Col
and was transformed into a Public Company by Decree no. 3
— of 12 December, with the role of the business arm of
5 ENH Mozambican State in the oil and gas sector, thus becoming E
Hidrocarbonetos the equivalent, in the Mozambican context, of those known as
oo Mocambiane (National Oil Companies). ENH's main activity is upstream, foc
its activities on the research, development and productior

Hydrocarbons

Tablel6- State Entities in the Extractive Industry

Mining Area
EMEM was created in 2010 to represent the State's commercial interests in the mining sector. The

company acts as an economic policy instrument in the sector and ainmrotprgreater inclusion of

local content, as well as developing initiatives for local processing of these resources

During 2020 EMEM did not make any payment of dividends to the State. In fact, this company was
dissolved in 2021, through Decree no. 31/202f 31 May, whereby it is stated that the State
shareholdings managed by EMEM will be transferred in their entirety to the management of IGEPE. It
should be noted that the Decree in question does not mention the reasons for dissolving this company.
Howe\er, within the scope of this report, IGEPE clarified that, on the one hand, taking into
consideration the company's corporate purpose, it is not considered strategic or structuring to maintain
it as a business sector company of the State and, on the logéimel, EMEM limited itself to managing

the State's financial participations, accumulating losses and becoming inoperative due to the high level

of debt and investments in nenable projects.

The participation in EMEM's share capital diaributed as follows in 2020
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= Estado = IGEPE = INAMI

Graphl - Corporate structure of EMEM

According to IGEPE, EMEM's liquidation process is in progress and includes, among others, the

following

a. Registration of the dissolution at the Registrar of Legal Entities, which has already been carried
out;

b. The closing and approval of accounts of the outgoing executive (1010 to May- 20@1)
accounts are in the process of being audited for subsequedatiah by the General Meeting
of Shareholders;

c. The settlement of labour liabilitieshe contracts with all the company's employees have been
terminated, outstanding salaries and compensation payments have been settled;

d. Call on creditors to confer credits

e. Launch of a public tender for the sale of company assets

Data released in the last EITI reptirtdicate that EMEM had shareholdings in the following companies

H /| 2YLI} yeQa bl Mineral exploited Shares Status

Effectiveparticipation

1 Vale Mocambique, S.A. 5% 867C Coal Regularised
2 Dingsheng Minerais, S.A. 10% 7054C Heavy Sands  Regularised
3 Twigg Exploration and Mining, Lda. 5% 6432C Grafite Regularised
4 GK Ancuabe Graphite Mine, S.A. 10% 4C Grafite Regularised
5 Mozacimentos, Lda 25% 6497L Cement Regularised
6 Marsar Dimensional Stones, S.A. 49% 7625C Marble Regularised
7 GEPMOZ, S.A. 51% Gems Marketing  Regularised

2nttp://itie.org.mz/index.php/download/nonelatorio-
itie/?wpdmd|=3092&refresh=618bf2fbeOelel636561 6= cessed on 15 November 202
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DAY

EMEM Logistica e Servicos Mineiros, ! 100% Mining Logistics  Regularised
9 EMGEMAS, SA. 51% 66226623I)_Le Gems Regularised
10 INTERGEMAS 50% Gems Marketing  Regularised
11 ECGMPM 40% Gems Marketing  Regularised
12 ICVL Zambeze, Limitada 5% 4695C Coal Outstanding
13 Eta Star Mogambique, Limitada 10% 5814C Coal Outstanding
14 ENRC Mocambique, Limitada 5% 6127C Coal Outstanding
15 Sol Mineracéo, Limitada 5% 5818C Coal Outstanding
16 Kingho Investment Co., Lda. 10% 6998C Coal Outstanding
17 Midwest Africa, Limitada 5% 5086C Coal Outstanding
18 Capitol Resources, Limitada 5% 7055C Iron Outstanding
Ventures to be negotiated
1 Minas Revuboé, Limitada 10% 4064C Coal To Trade at
Market Price
2 JSPL Mozambique Minerais, Limitada ~ 10% 3605C Coal To Trade at

Market Price
Tablel7- Projects involving EMEM (Sou@h EITI Report
Hydrocarbon Area

In the hydrocarbon sector, the Mozambican State is commercially represented byHf\Hesa
Nacional de Hidrocarbonetos, a legal company under public law, with legal personality, administrative,
financial and patrimonial autonomy, responsible for the aed® prospecting, production,
development and marketing of petroleum products and their derivatives, including the import,

reception, storage, handling, transit, export, processing and refining of these products.

This institution was incorporated in 1984nd has recently established itself as a business group
involved in all stages of oil operations and activities of research, exploration, development, production,
marketing, as well as transportation, storage and sale of hydrocarbons and their derifratieling

LNG and GTL) at home and abroad

In order to allow greater commercial and operational flexibility of the company, given the intensification
of hydrocarbon exploration activity in Mozambique, subsidiaries and affiliates of ENH have been
createdwhich represent its commercial interests, consequently also representing the interests of the
State. Thus, a structure has been adopted in which ENH presents itself as the main company, which in
turn has created several subsidiaries such as CMH and CidGand public limited companies (SA),
allowing this structure that responsibilities are clearly defined, with SA having greater financial and

operational flexibility to be listed on the Stock Exchange
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Subsidiaries and affiliates of ENH

CMH

= ENH= Estado= Bolsa de Valores

Graph2 - Corporate structure of CMH

CMG

= ENH = Estado

Graph3 - Corporate structure of CMG

ENH Logistics

= ENH

Graph4 - Corporate structure of ENH Logistics
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1. Companhia Mogabicana de Hidrocarbonetoswas

incorporated in 2000 with a view to improving oil operati
development and coordination activities in the Pande
Temane natural gas field. It is the representative of EN
upstream gas activities. It owns 25% of Pande and Tem:
activity, extendingto the participating capital, cost
incurred, and revenues received. Its financial statements

be accessed through the following timkvw.cmh.co.mz

Companhia Mogambicana do Gasoduitccorporated in
2002 to provide natural gas transportation services ove
pipeline and to develop related or subsidiary activities o
core business as well as the provision of related servict
has a 25% stake in ROMPCO, which is the onlylymkes

pipeline from Temane (Mozambique) to Secunda (Sc
Africa). CMG is the State's vehicle to ensure Mozamk
participation in the intermediate operations of the Panc

Temane project

ENH Logistics, SAs main activity is the provision ¢
transport services for natural gas and other hydrocarb
and the provision of infrastructure to support tF
hydrocarbon sector in Mozambique, enabling t
exploitaton of distribution and marketing services for pip
gas, and it may also explore other natural and manufactt
gas, including compressed or liquefied gas for commer
industrial, residential or any other purposes. Its finan
statements can be access through the following link

www.enhlogistics.co.mz



http://www.cmh.co.mz/
http://www.enhlogistics.co.mz/
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PCD

= ENH = CFM

Graph5 - Corporate structure of PCD

ENH Rovuma Area Um, S.A.

= ENH

Graph6 ¢ Corporate Bucture ofENH Rovuma Area
um, S.A.

ENH FLNG Um, S.A.

100%

= ENH

Graph7 ¢ Corporate Structure &NH FLNG UrS.A.

4. Portos de Cabo Delgad®a partnership between the Port

and Railways of Mozambique (CFM) and ENH, with

each, was created to be responsible for developing

implementing infrastructure to support oil operation
including design, construction, operations and managerr
of specialised port terminals assigned in Pemba and Pa
According to ENHhe financial statements can be access
through the following linkwvww.pcd.co.mzHowever, when
the Independent Trustee accessed it, hxebsite was at its

creation phase

5. ENH Rovuma Area Um, S.Mcorporated in 2017, is
responsible for holding and managing the 15% participa

interest in the Area Oneresearch and productior

Concessionaire in the Rovuma Basin, including

development of the different projects and activities inhere

in or complementary to the holding and management of -

same

6. ENH FLNG Um, SiAcorporated in 2017, is responsible fi
representing ENH's interests in the South Coral Rese
natural gas liquefaction project in Area 4 of the Rovu
Basin natural gas project. He hasstake in the Cora
Reservoir natural gas project in Area Four of the Rov
Basin, including the execution of financing, constructi

operation, maintenance, procurement, liquefaction a

discharge of natural gas and condensate


http://www.pcd.co.mz/
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ENH RovumaArea
Quatro

= ENH

Graph8 - Corporate structure @NHRovuma Area
Quatro

ENH Mamba

100%
= ENH

Graph9 - Corporate structure of ENH Mamba,.S.A

ENH Inhassoro

= ENH

Graphl0¢ Corporate Structure &NH Inhassoro, S.A.

7. ENH Rovuma Area Quatro, SiAresponsible for holding

and managing the 10 % participatory interest in the A
Four Research and Production Concessionaire of
RovumaBasin, including the development of the differe
projects and activities inherent in or complementary to t

holding and management of the same

ENH Mamba, S:Aolds an interest in the Mamba reservc
natural gas venture in Area Four of the Rovuma Bs
including the execution of financing, constructic
commissioning, operation, maintenance, procureme
processing, liquefaction and dischargenatural gas and

condensate

ENH Inhassoro, S.A00% held by ENH, participates in t
natural gas undertaking of the Pande and Temane reser
under the Production Sharing Agreement, including

execution of financing  activities, constructio
commissioning, operation, maintenance, procureme

processing and transport of natural gas and condensate
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RBLL

3 10. Rovuma Basin LNG Land, Lidahe entity that holds the

right to use and benefit from land for the development o

‘ ' liquefied natural gas (LNG) project in Cabo Afungi, C
ENH

Delgadolt is owned by ENH, MRV and Total.

= Mozambique Rovuma Venture

= Total E&P Mozambique Area 1

Graphll- Corporate structure of Rovuma Basin LNG
Land, Lda,

ENH Kogas

11. ENHKogés:represents a consortium with Kogéas, whc

purpose is the construction, installation, operation a

’ maintenance of pipeline systems, as well as the purch
storage, transport, distributioand sale of natural gas

= ENH = Kogas Mogambique

Graphl2 ¢ Corporate Structure &NHKogas

MGC 13. Matola Gas Company (MG@®ps as its main activity th
provision of natural gas transport and distribution servi
through pipelines, as well as the development of proje
and activities that complement the main object of its activ

It is one of the recipients of gas paid in cash by SPT. 4

= ENH

Graphl3¢ Corporate Structure &1GC
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ENH Trading

= ENH

14. ENH Trading S.Aas as its main activity the operation
distribution and marketing services of piped gas and 1
also explore other forms of distribution of natural a
manufactured gas including compressed or liquefied ga:
commercial, industrial, residential or astyer purposes and
uses made possible by technological advances, and ma

develop other related activities

Graphl4 ¢ Corporate StructurENH Trading, S.A.

The table below shows the participation of ENH arglibsidiaries in ongoing projects

n

N o oA WN P

10

11

12

13

14

15

Bloco de Angoche A%
Bloco de Angoche A%
Blocos de Zambezi X5
Blocos de Zambezi b
Area PTEC

Bloco de Mazenga
Bloco de Buzi

Blocos 16 & 19

Bloco MZ 09

Area l

Area 3 & 6

Area 4

PPA

PSA

Coral FLNG

Contrato de gasoduto

Offshore- Bacia de Mogambique EN 15% Research Phase
Offshore- Bacia de Mogambique ENH 15% Research Phase
Offshore- Bacia de Mogambique ENH 20% Research Phase
Offshore- Bacia de Mogambique ENH 20% Research Phase
Onshore Bacia de Mogambique ENH 30% Research Phase
Onshore Bacia dévlogambique ENH 100% Research Phase
Onshore Bacia de Mogambique ENH 25% Research Phase
Participation in the
Offshore- Bacia de Mogambique ENH 15%  Project under
evaluation

Participation in the
. . Acordo de Estudo € eip
Onshore Bacia devlogambique S : - Project under
aplicagdo conjunta .
evaluation

Mozambique LNG
Project (Golfinho
. Afiliada da ENH Atum field) under
Offshore- Bacia do Rovuma (ENHRA 1) 15% development: Project
interrupted due to
force majeure issues
Abandonment by the
operator
Coral Sul FLNG Proje
under development
- and Rovuma LN(
Offshore- Bacia do Rovuma Afiliada da ENH 10% Project in pre
(ENHRA 4)
development phase

Offshore- Bacia do Rovuma ENH 30%

filiada d Production Phase o
Onshore Bacia de Mocambique Afiliada da ENH, 550, pande and Teman

CMH fields
dad Predevelopment
Onshore Bacia de Mogambique Como entidade phase
contratante

Construction phase o
floating platform

Offshore- Bacia do Rovuma Coral FLNG 10%
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Ressano Garcia Matola 30% Transport of Gas

Tablel8- ENH Concessions/Project: Participation and Status

From the above companies, the following have been selected for the reconciliation process

Empresa Nacional de Hidrocarbonetos (ENH);
Companhia Mo¢cambicana de Gasodi@MG);
Companhia Mo¢cambicana de Hidrocarbonetos (Clstit)
Matola Gas Company (MGC).

< < < <

3.6.1.1 Financial relations with the State

According to the 2020 REO, article 10 of Law no. 3 /2020 of 22 April, authorised the Government to
issue Guarantees and Endorsementheéamount of MZN 33,500 million, however, no Guarantee or
Endorsement was issued during that year. Nevertheless, it is important to remember that the
Government approved by Decreaw 102/2019 of 31 December, the issuance of the sovereign
guarantee thatims to cover the debt service during the construction phase of the Mozambique LNG

project (GolfinheAtum Field) valued at USD 2.25 billion.

On the other hand, in 2020, ENH declared having paid dividends to the State in the total amount of
MZN 516.7 millio, relating to the fiscal year 2018/2019 (MZN 206.6 million) and 2019/2020 (MZN
310.3 million)
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4 Exploration and Production (Requirem&t

Overview:EITI requireslisclosure of information related to exploration and production to enable
stakeholders to understand the potential of the sector. EITI requirements related to transparency in
exploration and production activities include: (3.1) information on explorataiivitees; (3.2
production data; and (3.3) export data

4.1 Exploration (Requiremeftl)

Implementing countries should disclose an overview of the extractive industries, including any
significant exploration activities

Mining Area

Mining in Mozambique began in the grelonial period when the country was a territory reserved for

the exploitation of natural resources. At the beginning of the second millennium several Industrial Free
Zones and Special Economic Zones were created aotintry, in particular the Moma Industrial Free
Zone, where the Kenmare Moma Heavy Sands Project is operating; and the Moatize Industrial Free
Zone, where the megaprojects for mining coal were installed (Companhia do Vale do Rio Doce, now
known as Vale Bbambique, and Riversdale Mining, now known as Riversdale Mogambique, then Rio
Tinto and now ICVL). These megaprojects have significant impacts on the economy, the environment,

culture and the social field in the implementation areas and in the courggnieral

Among the mineral resources existing in the country, coal, gold, copper, iron, bauxite, heavy sands,
precious stones and graphite stand out. However, the country is endowed with several other minerals
distributed throughout the country, as indiedt in Annexure 3 Occurrence of minerals in

Mozambique.

The highlight in the mining area in Mozambique goes to coal, where MIREME estimates that the country
holds reserves of this resource estimated at 38.4 billion tonnes, most of which are locateel in Tet

province.

According to MIREME data, coal production in 2020 was around 8 million tonnes, equivalent to about

MZN 68.8 billion
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Hydrocarbon Area

The hydrocarbon resources in the country are distributed along the main sedimentary basins being for
natural gas about 180 TCF in situ of which 174 TCF in Mozambique Basin and 6 TCF in Mozambique
Basin. Regarding condensate, based on the existing gascesadine average estimate is about 670
MMbbl in the two sedimentary Basins, of which 661 MMbbl in the Rovuma Basin and 9 MMbbl in the
Mozambique Basin. Regarding the Light Oil resource, the average estimate is about 165 MMbbl in situ

in the Mozambique Bas

These basins result from the fragmentation of southwestern Gondwana in the Mesozoic and the
opening of the Mozambique channel, which is associated with the southward movement of

Madagascar

42°E
1

Lo's

I F12°s
g Fa's
Hes
l1s's
l20's
l22's

24°S

| Post-break-up (Mio-Plioceno)
Syn-break-up (Jurassico-Terciario)

[-26°S

1 Pre-break-up "Karoo" ( Carbonffero superior-Tridssico)
I Break-up (Vulcanitos do Jurassico)

Figure7 - Sedimentary Basins ofdgmbique and their respective predominant geological structures (Source

The Mozambique Sedimentary Basin occupies a large area of coastal plain and continental shelf to the

south of Mozambique and covers an area of approximately 500.000 km2 of which 275.000 km2 on land
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and 225.000 km2 at sea up to the bathymetric line 2.00hrterms of sedimentary fills this basin
comprises continental, marine and deltaic sediments of Cretaceous and Cenozoic age which are
underlain by Karro basalts. The sediment thickness increaséEmiEection reaching 112 km in the

Zambezi Delta depssion.

The Rovuma Sedimentary Basin is located at the southern end of the extensive East African Passive

Margin System, which comprises coastal plains of Somalia, Kenya, Tanzania and northern Mozambique.

The proportion of the Rovuma Basin in Mozambigqueers an area of approximately 29,500 km2 at

sea. The sedimentary fill is composed of Triassic, Jurassic, Cretaceous and Cenozoic marine and deltaic

formations whose thickness reaches abot08km

Natural gas and oil fields or discoveries in the MozamebBasir°

The Mozambique Basin is locatedhie southern and central part of Mozambique and is where the
first discovery of natural gas was made in the current Temane field via the Temane 1 well in 1956,

followed by the Pande field via the Pande 1 well in 1961.

In these fields, the reservoirs a@nslstones interspersed with clays and the main reservoirs are of the
Lower Grudja formation (G6, G6A, G7, G8, G9, G10, G11, G11A, G12 and G12A) in the Upper Cretaceous
(Mastrichian to Campanian). These areas or fields are operated by Sasol producingastior#his

Basin in about 6 Tscf in situ and 4 Tscf recoverable.

Also in the Mozambique Basin, light oil was discovered in 2003 in the Inhassoro field through the
Inhassoro 6 well in the Grudja G6 formation (oil ring) and Inhadsweedl in the G10 fonation. Other
deposits in the Temane area have recorded light oil occurrence (Temane Deep). The total volume of
light oil is estimated to be around 165MMbbl in situ and 11 MMbbl recoverable

30 hitp://www.inp.gov.mz/pt/Pesquis®roducao/Descobertasa-Baciade-Mocambigue/Baciale-
MocambigueQuatrocamposcomos-maioresvolumesde-gasno-local- accessed on 15 November 202@



http://www.inp.gov.mz/pt/Pesquisa-Producao/Descobertas-na-Bacia-de-Mocambique/Bacia-de-Mocambique-Quatro-campos-com-os-maiores-volumes-de-gas-no-local
http://www.inp.gov.mz/pt/Pesquisa-Producao/Descobertas-na-Bacia-de-Mocambique/Bacia-de-Mocambique-Quatro-campos-com-os-maiores-volumes-de-gas-no-local
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Figure8 ¢ Discoveries in the Moz#ique Basin (Source: INP)

Natural gas and oil fields or discoveries in the RovumaBasin

The Rovuma Basin is locatedhia northern region of Mozambique and was the target of hydrocarbon
exploration in the mid 1980s. However, it was in 2010 that a major natural gas discovery was made

through the Windjammed well in Area 1 and subsequently in Area 4, adjacent to Area 1.

The main reservoirs encountered are Miocene, Oligocene, Eocene, Cretaceous and Paleocene

sandstones. The volume of gas initially in situ is estimated to be about 174 Tscf of which about 126 Tscf

is recoverable

81 http://www.inp.gov.mz/pt/Pesquis®roducao/Descobertasa-Baciado-Rovuma- accessed on 15 November

2021

©


http://www.inp.gov.mz/pt/Pesquisa-Producao/Descobertas-na-Bacia-do-Rovuma
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Figure9 ¢ Discovees in the Rovuma Basin (Source: INP)

4.2 Production (Requiremer®2)*

Implementing countries should disclose production data in a timely manner, including total production
volumes and value per commodity. This data could be disaggregatsgidoy, company or project and
include sources and the methods for calculating production volumes and.values

According to MIREME data, the volumes and values of mineral and hydrocarbon production for 2020
are as shown below. The ordering of the data &aordance with the classification of this institution.
Additionally, detailed information on production bgensecode and company can be found in

Annexure 4 Production data

MetallicMinerals

Gold Kg 1.200.000,C 4879 585.480.000,(
Tantalite Kg 686,3 209.040,6 143.456.202,2
limenite Ton 9.317,0 1.608.011,C 14.981.838.487,(
Zircon Ton 57.750,0 104.076,4 6.010.412.100,(
Rutile Ton 43.890,0 5.958,0 261.496.620,(

Subtotal (1) 21.982.683.409,:

Non-Metallic Minerals

Beryl Ton 12.660,0 79,7 1.008.622,2

32 production data for the main minerals and hydrocarbons are available in the statistical yearbook published by
INE http://www.ine.gov.mz/estatisticas/publicacoes/anuario/nacionais/anuasiatistice2019-web-cpl.pdf- -
accessed on 15 November 2021 E



http://www.ine.gov.mz/estatisticas/publicacoes/anuario/nacionais/anuario-estatistico-2019-web-cpl.pdf
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Graphite 16.925,3 18.159,0 307.346.522,7
Miscellaneous Quartz Kg 296,0 163.354,7 48.352.991,2
Bentonite Ton 5.500,0 80.189,0 441.039.500,(
Diatomite Ton 3.621,2 80.188,6 290.378.958,°
Limestone Ton 60,0 1.319.746,3 79.184.778,C
Construction sand M3 100,0 3.436.178,€ 343.617.860,(
Clay M3 360,0 1.664.163,4 599.098.824,(
Bauxite Ton 3.540,0 6.490,8 22.977.432,C
Stone for construction (gravel) M3 340,1 3.992.878,¢ 1.357.978.079¢

Subtotal (2) 3.490.983.568;:

Ornamental Stones

Granite Blocks M3 18.000,0 2.381,9 42.874.200,C
Granite Slabs M2 550,0 0,0 0,0

Subtotal (3) 42.874.200,C

Precious and SerfAirecious Stones

Tourmalines Kg 10.641,0 110,1 1.171.574,1
Facettable Tourmalines Kg 28.600,0 106.701,1 3.051.651.460,(
Facettable Grenade Kg 101,0 298.856,5 30.184.506,5
Marine Waters Kg 32.394,0 27,9 903.792,6
Ground Marine Waters Kg 8.098,5 354 286.686,9
Ruby Ct 3.668,0 1.598.796,1 5.864.384.094,¢

Subtotal (4) 5.865.574.574,:

Fuel Minerals

Coal (Coque) Ton 11.287,0 4.670.626,1 52.717.356.790,
Coal (Burning) Ton 4.786,0 3.370.584,¢ 16.131.618.852,¢

Subtotal (5) 68.848.975.643,!

Hydrocarbons

Natural Gas Gj 62,14 185.884.558,( 11.550.866.433,!
Condensate bbl 2.398,00 281.138,5 674.170.218,¢

Subtotal (6) 12.225.036.652

Tablel9- Mining and hydrocarbon production data for 2019 (SoWdREME)

4.3 Export (Requiremerg.3)

Implementing countries should disclose export data in a timely manner, including export volum
value per commodity. These data could be further disaggregated by region, company or proj

include sources and methods foladating export volumes and values

es and
bct and

Exporation data for mineral resources and hydrocarbons are presented below

Price3USD) Amount in MZN

Gold

Metallic Minerals

Kg 37.922,0 368,3

13.966.672,¢
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Tantalite 25, 8 195.292,0 5.038.533,¢
IImenite Ton 122,1 1.223.210,8 149.354.038,7
Zircon Ton 750,8 72.275,0 54.264.070,C
Rutile Ton 570,6 9.333,0 5.325.409,8
Subtotal (1) 227.948.724,’
Non-Metallic Minerals
Beryl Ton 740,0 611,4 452.460,4
Graphite Ton 700,0 23.636,8 16.545.760,C
Miscellaneous Quartz Kg 0,8 1.437,0 1.192,7
Bentonite Ton 70,0 29.021,0 2.031.470,C
Diatomite Ton 117,0 270,0 31.590,0
Bauxite Ton 72,0 3.229,2 232.502,4
Granite Blocks M3 300,0 823,4 247.020,0
Subtotal (2) 19.541.995,¢€
Precious and SerRirecious Stones
Tourmalines Kg 250,0 90,8 22.700,0
Facettable Grenade Kg 16,0 154.348,0 2.469.568,C
Marine Waters Kg 3.262,6 89,2 291.023,9
Ruby Ct 526,0 0,0 0,0
Subtotal (3) 2.783.291,¢
Fuel Minerals
Coal Cokg Ton 140,0 4.139.570,2 579.539.828,(
Coal (Burning Ton 80,0 3.201.676,C 256.134.080,(
Subtotal (4) 835.673.908,(
Hydrocarbons
NaturalGas Gj 0,67 151.585.225,¢ 101.562.101,C
Condensate bbl 71,47 271.451,6 19.401.550,7
Subtotal (5) 120.963.651,7

Table20-- Mineral and hydrocarbon export data for 2020 (SauviREME)

In addition, detailed export information figensecode and company can be found in Annexure 5

Export Data

4.4 Domestic Consumption

The data on consumption in the national market of mineral and hydrocarbon resources for the year
2020 are presented belaw

Price (MZ) Amount in MZN

Coal (Thermal) on 1.410,0 23.273,4 32.815.494,C
Sand for Construction M3 700,0 3.743.696,C 2.620.587.200,(
Limestone Ton 68,0 0,0 0,0

o2
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Price (MZ)i Amount in MZN

Stone for construction (gravel) 775,0 4.160.148,C 3.224.114.700,(
Argila M3 786,0 2.191.140,€ 1.722.236.511,¢
Subtotal (1) 7.599.753.905,¢
NaturalGas Gj 21,2 23.488.756,2¢ 497.374.413,¢
Subtotal (2) 497.374.413,¢

8.097.128.319.

Table21-- Mineral and hydrocarbon consumption data in 2020 (SoMiEEME)

Additionally, detailed information on inland consumptiorlitgnsecode and company can be found

in Annexire 6 - Inland consumption data
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5

Collection of Revenu&équirement)

OverviewA clear understanding of company payments and government revenues can inform public
debate on the governance of the extractive industries. The EITI requires comprehensive disclosure of
company payments and governmeevenues from the extractive industries. EITI requirements re
to revenue receipts include

4.1 comprehensive disclosure of taxes and revenues;

4.2 sale of the State's share of production or other revenue received in kind;
4.3 infrastructure provisions and barter arrangements;

4.4 transportation revenues;

4.5 transactions related to stat®vned enterprises;

4.6 subnational payments;

4.7 levebf disaggregation;

4 .8 timeliness of data; and

4.9 quality of the information disclosed

ated

51

Comprehensive disclosure of tax and revenues (Requiretrignt

a) EITI requires disclosure, to a wide range of recipients and in a publicly accessible,

b)

C)

comprehensive and comprehensible manner, of all significant payments made by oil,
mining companies to governments ("payments") and all revenues received byngents|
from oil, oil and mining companies ("revenues"). Implementing countries are expeqg
disclose the required information through periodic submission of government and cor
information (websites, annual reports, etc.) and the EITI Reports peetes to be used t
collate this information and address any concerns around data gaps and quality.
b) It is required that the group Coordination Committee agrees which payments and re
are relevant and therefore should be disclosed, including apptepdefinitions ang
materiality thresholds. Payments and revenues are considered material if their omis
inaccuracy could significantly affect the comprehensiveness of the information disclg
description of each revenue stream, as well as naliy definitions and materialit
thresholds, should be disclosed. In establishing the definitions and materiality thresho
Steering Committee group should consider the volume of revenue streams in relation
revenues. The Steering Committgroup should document the options considered and
rationale for establishing the definitions and thresholds
The following revenue streams should be included

i.  The production right of the host government (profit oil)

ii.  The production right of nationalage-owned enterprises

iii. Taxes on profits

pas and
n
ted to
borate

D

venues

sion or
sed. A
y
ds, the
lo total

the
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iv. Royalties

v. Dividends

vi. Bonuses, such as signature, discovery and production bonuses

vii. License fees, lease fees, entrance fees and other consideratitineftses and/or
concessions

viii.  Any other significant payment or bendbtthe Government

Any revenue streams or benefits should only be excluded if they are not applicable or when the
group Ceordination Committee agrees that their omission will not significantly affect the

comprehensiveness of the informatidisclosed by Governments and companies

d) Implementing countries should ensure that all government entities that receive significant
revenues from oil, gas and mining companies are required to comprehensively disclose their
revenues in accordance with theragd scope. Government entities should only be exempted
from disclosing this information if they can demonstrate that their revenues are not significant.
Unless there are significant practical obstacles, the Government is also required to provide
aggregatenformation on the total revenues received from each of the agreed benefit streams
within the scope of EITI implementation, including revenues that fall below agreed materiality
thresholds. Where such data is not available, the Independent Administratddsely on any
relevant data and estimates from other sources to provide a complete account |of all
government revenues.

e) Alloil, gas and mining companies making significant payments to the Government are required
to comprehensively disclose such paynsentaccordance with the agreed scope. Compahnies
should only be exempted from disclosing such information if they can demonstrate thjt their

payments are not significant.

f

f) Companies are expected to publicly disclose their audited financial statementsnot,

available, their key financial results (i.e. balance sheet, income statement, cgsh flow

5.1.1 Revenue collection process
As presented in Requirement 2, the Mozambican tax system contains several taxes that are levied on

mining activities and oil operations. In this sense, the state must be properly organised in order to

manage the various revenue streams generated by tha@kte industry

In effect, the entity responsible for revenue collection is the Ministry of Economy and Finance (MEF),

o7

through its bodies, namely
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0 Tax Authority responsible for collecting tax revenue

U National Treasury Departmentesponsible for collging capital revenues
Nese espectro, a Autoridade Tributaria gere este processo através das suas unidades organicas:

A The Directorate General of Taxes (D@Bponsible for supervising and receiving payments
made to the State regarding the general apdcific regime, through its Tax Area Directorates
(DAF), its various collection points and the Large Taxpayer Unit (UGC). These payments are
made by taxpayers to the Single Treasury Account

A The Directoratéseneral for Customsesponsible forcollecting customs revenue and other

charges

The revenue stream from the extractive industry is described in the scheme below

Ministry of Economy and Finance

[
! '

Tax Authority

National Treasury

State Budget

National

(Tax and Customs Department Single Expenditure Executi Assembly
Revenue) Treasury Account penditure Execution (Approval)
1 l . . Administrative
Public Accounting
Customs General . ) Court
A General Tax Directorate (Accountability/CGE) ..
Directorate (External (Internal taxes) (Supervision)
Taxes)
| Pe———
¥ ¥
) Large Unit
Fiscal Area Management ;
2 Contributors
i
Billin
& Taxes on Production
l oil J
(Condensed
: L Gas) )
Concession Fees
General Regime Specific Regime
l Mines Surface Taxes
VAT Billing Billing

(Internal Operations)

[Third Party Services)

(Withholding at Source)

Production Tax

Figue 10 - Extractive industry revenue strea(8surce MEF)

The revenues collected in cash during 2020, under the supervision of INP, were allocated to the
companies ENH, MGC and Kuvaninga. In turn, the Institute for the Management of State Holdings

(IGEPE) has shareholdings in some companies, so it collectadiivisen these shareholdings and

©
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INP proceeds with the collection of specific contributions, provided for in the concession contracts in

the hydrocarbon area, namely

A Institutional contribution:
A Social project fund; and

A Institutional Capacity Building Fynd

5.1.2 Volume ofcdlections
5.1.2.1 Tax Revenue

According to the 2020 State Budget Execution Report (REOE), for that year tax revenue of MZN
213,500.2 million was collected, against the 216,917.6 million meticais budgeted by Law no. 3/2020, of
22 April, later changed to MZN 195,659.3 million budgetddalayno. 11/2020 of 24 November, thus

corresponding to an achievement percentage of 109.1% in relation to the last budget.

Of the tax revenue collected, according to the UTIE (Extractive Industry Taxation Unit), an integral body
of the Tax Authority, theontribution of MZN 15,944.18 million comes from the extractive industry,

representing about 7% of the total tax revenue for 2020

15.944,18VT
7%

197.556,0MT
93%

Receita da indUstria extractiva = Receita de outros sectores

Tabk 22 ¢ 2020 Tax Revenues (SourBEOE e AT)

The graph below shows the volume of the extradghdeistry contribution by type of tax
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5.000,00
4.000,00
3.000,00
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1.000,00 | 892.77 453,52

3.920,86

MZN million

19952 1 39 112,04

0,00
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Geral

Table23 ¢ 2020 Tax Revenues (Souréd’)

As shown in the graph above, the largest tax contribution of the extractive industry comes from the

IRPC representing about 58% ofdliowed by the IRPS with 25% and IPM with 8%.

It should be noted that all taxes that do not have a specific payment slip are paid through the General
M/B. However, according to the information provided by the AT and the evidence found in the process
of reconciliation of payments made by companies to the State, this model is also used for the payment
of taxes that contain payment guides specified by Law. On the other hand, there are situations in which
the forms are submitted in appropriate tax forms, hogrethey are poorly classified at the level of the

AT system. In this way, the breakdown by type of tax made by the AT may not be true to the tax in

guestion

5.1.2.2 Other Revenue

Tax in cash

As mentioned above, the State also receives tagroduction in kind in the hydrocarbon area, as
provided for in the Specific Regime for Taxation and Tax Benefits for Petroleum Operations. In effect,
the volume of gas in kind received during 2020 amounted to 5.423.802,43 GJ (Gigajoules), allocated to

the companies indicated below

Quaiy ()

ENH 570.754,43
MGC 1.961.803,00
Kuvaninga 2.891.245,00
Total allocated 5.423.802,43

Table24 ¢ Tax paid in cash
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Contributions ¢ INP

During the year under review, IK#eived contributions from companies in the hydrocarbon sector in

the amount of MZN 466,436,906.70 resulting from compliance with the obligations set out in the

concession contracts, as detailed in the table below

Apoio Institucional

Revenue

Description ForecastJSD collectedUSD RealisedZM
TOTAL 2.000.000,00 2.000.000,00 128.500.000,00
SASOL P15 500.000,00 500.000,00 32.314.406,70
ENI MOZAMBICO A5 1.000.000,00 1.000.000,00 63.260.000,00
EXXON AB 1.500.000,00 1.500.000,00 96.945.000,00
EXXON 26 750.000,00 750.000,00 48.472.500,00
EXXON zBb 1.500.000,00 1.500.000,00 96.945.000,00
Total 7.250.000,00 7.250.000,00  466.436.906,70

Table25 ¢ Institutional contribution
According to INP, the amounts received were used as institutional support to government entities
involved in oil promotion and administration
Social Projects

Forecast Revenue

uUsD collectegusp | RealiseMZM

Descrigdo

TOTAL 1.000.000,00 1.000.000,00 66.060.000,00
Sasol PTE 250.000,00 250.000,00 15.890.000,00
ENI MOZAMBICO A5 250.000,00 250.000,00 15.805.000,00
EXXON AB 300.000,00 300.000,00 22.029.000,00
EXXON z5 C 200.000,00 200.000,00 14.686.000,00
EXXON 2B 300.000,00 300.000,00 22.029.000,00
Total 2.300.000,00  2.300.000,00 156.499.000,00

Table26 ¢ Social Projects Fund
INP stated that the amounts received as social projects aimed to improve the basic social conditions of
the populations surrounding oil operations, by shortening the distances travelled in search of drinking
water, reducing the mortality rate from humammal conflict, creating protected areas for the
populations, as well as improving the conditions of school buildings in order to offer greater comfort

and convenience to students

In 2020, expenditure on social projects was USD 460,457.91 correspondizly &2.020.032

S
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Institutional Capacity Building Fund

. . Revenue .
ForecastJSD collectedUSD RealisedMZM

TOTAL 1.000.000,00  1.000.000,00  66.060.000,00
MRV (Eni East Africa SF 300.000,00 300.000,00 19.353.000,00
Sasol PTE& 250.000,00 250.000,00 16.137.500,00
ENI MOZAMBICO 45 500.000,00 500.000,00  32.255.000,00
EXXON AB 750.000,00 750.000,00  55.072.500,00
EXXON z5 C 500.000,00 500.000,00  36.715.000,00
EXXON 2B 750.000,00 750.000,00  55.072.500,00

4.050.000,00  4.050.000,00/ 280.665.500,00

Table27 - Institutional Capacity Building Fund

Regarding this fund, according to INP, in the year 2020 the expensastiititional capacity building
amounted to USD 877,102.87 corresponding to MZN 59,283,204.02, used in study programs that can

be divided into the following categories

A Longterm training- involve recent graduates students who intend to continue theitistuin
the oil and gas field. They are also applicable to internal applications from the fund
management institutions (INP and MIREME

A Short term training comprise the courses financed for the training of employees of the training

fund management ingtitions (this includes international seminars and traiping

It should be mentioned that the INP has committed to publish the audit reports of these funds on its

website.

Dividends paid to the State and IGEPE

On this topic, it is also important to mention that the Government received from the extractive industry
during the year under analysis a global amount of MZN 1.207.114.921,80, of which MZN
1.034.510.040,10 were considered as capital revenue, and thewasstconsigned to IGEPE, as

illustrated in the table below

Amount in Meticais

s A x - Dividends paid
Sequence /| 2YLIE yadQa bl YS
1

Companhia Mogambicana de GasodGidG 22.500.000,00 7.500.000,00 30.000.000,00

Companhia Mogambicana de Hidrocarbonetc

2 SARICMH

495.314.645,09 165.104.881,70 660.419.526,79

33 hitp://www.inp.gov.mz/

®
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Amount in Meticais

Dividends paid
Sequence /I 2YLI y&8Q& bl YS
3

Empresa Nacional de Hidrocarbonetos|ERIM, E.P  516.695.395,01 0,00 516.695.395,01
Total 1.034.510.040,1C 172.604.881,70 1.207.114.921,8C

Table 28 Dividends paid to the State and IGEPE

5.1.3 Reconciliation Process
5.1.3.1 Reconciliation Process

The methodology adopted for the process of reconciliation of payments made by companies and
amounts received by the State was based on the International Standard for Related Services (ISRS) 4400
- Work to Execute Agreed Procedures with Respect for Fihdnémmation. Accordingly, the
companies selected for the reconciliatory process were asked to complete a form, which should contain
data on payments, namely, value, currency, place, date and entry number and revenue. In addition, for
each payment indicat on the form, the companies submitted the respective proof of payment, and

in cases where the supporting documents were not attached, the form was requested to be
signed/validated by the company's external auditor and the company. All companies cterse ttee

documentation supporting their payments to the State.

In turn, the government entities responsible for receiving the revenue streams selected for the
reconciling process were asked to fill out a form indicating the same payment details as ahouéd |

be noted that the government entities that had these payment data systematized in another form
submitted it to the Independent Administrator, being exempted from completing the form for each of

the companies selected

5.1.3.2 Materiality
The materialityestablished by the CC for the process of reconciliation of payments made by companies

and receipts from government entities was 30 million meticais. That is, all companies whose total
amount of contributions channelled to the above entities was equal treater than the amount

mentioned are eligible for the reconciliation process. However, given the significant impact that certain
companies have on the communities where they operate, the CC felt that they should also be part of

the reconciliation process

Therefore, 33 companies were selected for the period under analysis, 22 from the mining sector and

®

11 from the hydrocarbon sector, as shown in the table below
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[ # | /2YL} y2Qa bEYS /2YL} y2Qa bEYS

HydrocarborSector

Mining Sector

1

© 00 N oo o b~ WD
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N B O © ® N o o0~ W N R O

Africa Great Wall Mining Development Company, |
Cimento Nacional, Lda.

CINA&imentos de Nacala, S.A.

Cimentos de Mogambiqu8,A.R.L.

Empresa Mogambicana de exploracéo mineira, S.,
Haiyu (Mozambique) Mining Co. Lda.

ICVL Zambeze, Lda.

JSPL Mozambique Minerals, Lda

Kenmare Moma Mining (Mauritius), Lda
LIMAK Cimentos S.A.

Minas de Benga, Lda.

Minas deRevobué

Montepuez Rubi mining, Lda.

Mozambique Heavy Sands Company VI, Lda.
Sociedade Aguas de Mocambique, Lda.
Sociedade Aguas Vumba, Lda.

Twig Exploration Mining Lda.

Vale Mogambique, S.A.

TazettaResources

MMC Resources LDA

GK Ancuabe Graphite Mine S.A

Minas de Moatize

© 00 N o o b~ 0N B

N
= O

Exxonmobil

Companhia Mogambicana de GasodGMG
Companhia Mogambicana de Hidrocarbonetos SHWH
Empresa Nacional de HidrocarbonetosHEIM, E.P.
ENI Mozambico

Matola Gas Company

ROMPCO

ENH Kogas (Pemba)

TEPMA1

Mozambigue Rovuma Ventures, Spa Mozambique
Sasol Petroleum Temane, LDA.

Table28- Selected companies with material payments

The companies that have not gathered the materiality of 30 miflieticais and that have been

selected for the reconciliation process are

/I 2YL}yegQ3d bl YS

On the other hand, there are companies, which are not classified by AT as entities operating in the

o 01~ W N P

Minas de Moatize

Empresa Mocambicana de explora¢éo mineira,
ICVL Zambeze, Lda.

Minas de Revubué

Sociedade Aguas de Mogambique, Lda.

GK Ancuab6&raphite Mine S.A

Table29- Selected companies that have no material payments

extractive industry buivere part of the reconciliation process

112
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This fact has already been reported in previous reports, so the Tax Authority should review the

parameters of its economic activity classifier

1 Companhia Mogambicana de Gasod@WG

2 Companhia Mogambicana de Hidrocarbone@isiH

3 ExxonMobil

4 Republic of Mozambique Pipeline CompaRpPMPCO

Table30- Selected companies that are not part of the extractive industry according to the Tax Authority (AT)

Accordingly, the reconciliation process covered 95% of the tax revenues of companies classified as
being from the extractive industry, according to the economic activity classifier of the Tax Authority

(AT), however, including companies without this dlaatibn this coverage rises to 126%

5.1.3.3 Outcome of the reconciliation process

After the comparison between the payments declared by the companies and the revenue received by
the State institutions, we have calculated a global difference of MZN 15.117,3th& &¥8fference
represents 0,07% of the amount declared by the State. We present below the differences found by

sector.

Amount in MZN

Fnal Amount
Sector :

Mining 6.065.289.753,7. 6.080.405.323,5: -15.115.569,8(
Hydrocarbon 14.582.178.168,8! 14.582.179.912,9 -1.744,09
Total 20.647.467.922,6! 20.662.585.236,4! -15.117.313,8¢

Table31- Differences found in the reconciliation procgss sector
In the following table we present the reconciliation map per company and Séctor

Amount in MZN

/| 2YL) y&Qad bl YS Company State Difference | Margin of error

Mining Sector

1 Africa Great Wall Mining Development Company, Lda  140.013.719,52  141.607.824,91 -1.594.105,3¢ -5,31%
2 Cimento Nacional, Lda. 32.201.351,9C -32.201.351,9C -107,34%
3 CINA&imentos de Nacala, S.A. 43.035.336,64 43.035.730,0¢ -393,42 0,00%
4 Cimentos de Mogambique, S.A.R.L. 177.669.167,1¢  176.203.466,8c 1.465.700,34 4,89%
5 Empresa Mogambicana de exploragdo mineira, S.A  5.582.264,94 5.582.264,94 0,00 0,00%

34 A reconciliation per tax type is provided in Annexure 7

S
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Amount in MZN
/2YL}y&Qa blkYS Company State Difference | Margin of error
6 Haiyu (Mozambique) Mining Co. Lda. 33.196.717,67 33.196.717,6¢ -0,01 0,00%
7 ICVL Zambeze, Lda. 16.485.005,8¢ 16.485.005,3¢ 0,49 0,00%
8 JSPL Mozambique Minerals, Lda 61.785.724,1% 36.337.439,84 25.448.284,2¢ 84,83%
9 Kenmare Moma Mining (Mauritius), Lda 1.353.502.023,4:. 1.353.502.023,8( -0,39 0,00%
10 LIMAK Cimentos S.A. 70.938.640,0¢ 70.938.640,0¢ 0,00 0,00%
11 Minas de Benga, Lda. 277.483.991,8¢  277.487.191,8¢ -3.200,00 -0,01%
12 Minas de Revobué 8.499.257,6C 8.800.822,6C -301.565,00 -1,01%
13 Montepuez Rubi Mining, Lda. 1.847.859.740,0( 1.847.859.736,4( 3,60 0,00%
14 Mozambique Heavy Sands Company VI, Lda. 79.334.782,5¢ 79.351.011,4Z -16.228,86 -0,05%
15 Sociedade Aguas de Mogambique, Lda. 22.901.092,71 22.901.092,71 0,00 0,00%
16 Sociedade Aguas Vumba, Lda. 30.724.149,2C 30.794.395,2¢ -70.246,05 -0,23%
17 Twig Exploration Mining Lda. 172.830.799,1f  172.833.228,1¢ -2.429,03 -0,01%
18 Vale Mogambique, S.A. 1.637.908.605,3¢ 1.638.385.606,0: -477.000,63 -1,59%
19 Tazetta Resources 35.878.607,72 35.268.466,5(C 610.141,22 2,03%
20 MMC Resources LDA 27.446.059,31 34.309.057,2: -6.862.997,92 -22,88%
21 GK Ancuabe Graphite Mine S.A 15.662.390,3C 15.662.392,8¢ -2,59 0,00%
22 Minas de Moatize 6.551.678,47 7.661.857,02 -1.110.178,5% -3,70%
Subtotal 6.065.289.753,7: 6.080.405.323,5: -15.115.569,8C

Hydrocarbon Sector
23 Exxonmobil 644.121.445,05  644.122.245,07 -800,02 0,00%
24 Companhia Mogambicana de GasodGtdG 221.502.309,1¢  221.502.309,1¢ 0,00 0,00%
25 CompanhiaMogambicana de Hidrocarbonetos SARIH 2.374.742.811,5¢ 2.374.743.550,5¢ -739,00 0,00%
26 Empresa Nacional de HidrocarbonetosHRIM, E.P. 896.320.360,27  896.320.360,22 0,05 0,00%
27 ENI Mozambico 39.127.751,5¢€ 39.127.751,52 0,04 0,00%
28 Matola Gas Company 679.452.702,28  679.452.907,2¢ -205,00 0,00%
29 ROMPCO 1.712.324.217,7: 1.712.324.217,7: 0,00 0,00%
30 ENH Kogas (Pemba) 80.505.970,6% 80.505.970,6% 0,00 0,00%
31 TEPMAl1 1.879.870.582,0¢ 1.879.870.582,0¢ 0,00 0,00%
32 Mozambique Rovuma Ventures, Spa Mozambique 2.298.309.485,2. 2.298.309.485,3¢ -0,17 0,00%
33 Sasol Petroleum Temane, LDA. 3.755.900.533,4( 3.755.900.533,3¢ 0,01 0,00%

Subtotal 14.582.178.168,8! 14.582.179.912,9° -1.744,09

Table32- Differences found in the reconciliation procgss company

According to the terms of reference for the preparation of this report, differences above thie@%
margin are to be identified and reconciled. It should be noted that differences above this margin arise

from the following

®
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A Cimento Nacional, Ldg due to the absence of staff responsible for the company in
Mozambique, its operations beiagrrently shut down or suspended

A Africa Great Wall Mining Development Company, Cimentos de MapsmbHaiyu
(Mozambique) MiningJSPL Mozambique Minerals, Montep Rubi Mining, MMC Resources
and Minas de Moatize- despite having sent theompleted data collection form to the
Independent Administrator, these companies did not provide all the supporting documents for
the payments they indicated on the form, nor did they reply to all the enquiries concerning the

differences found

5.1.3.4 Reconciledlifferences

The reasons for the differences identified in the first phase of reconciliation are as:follows

A With the introduction of the @leclaration/etaxation system for the payment of tax, some tax
forms are not reflected in the statement providedthg Tax Authority, which culminated in

several differences later clarified by the Government

>

Similarly to the situation mentioned above, some tax forms posted via the SICR system were
not included in the statement provided by the Tax Authority;

Lack of gpporting documentation for payments by companies;

Lack of indication of the revenue and entry number on the payment slips;

Incorrect classification of payments indicated in the forms;

Incorrect amounts filled in;

Filling in the forms based on the faeriod (tax year);

> > > > > >

Supporting documentation for the payment of companies with NUITs from MITADER and
DIPREME

5.1.3.5 Contributions tdNP

A reconciliation of the contributions channelled to INP was also carried out, namely the Contribution
to Institutional Suppd, the Social Projects Fund and the Institutional Capacity Building Fund. This

reconciliatory process did not reveal any discrepancies, as presented below
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Contribution to Institutional Suppol Amount inUSD

Hydrocarbon Sector
1 Eni Mozambico 1.000.000,00 1.000.000,00 - 0%
TEPMAL 2.000.000,00 2.000.000,00 0%

Table33 ¢ Reconciliation of the Contribution for Institutional Support

Contribution to the Social Projects Func Amount inUSD

+1 /2 Yid yead Company | S | Diference | Marginoferor _

Hydrocarbon Sector
1 Eni Mozambico 250.000,00 250.000,00 - 0%
TEPMAL 1.000.000,00 1.000.000,00 0%

Table34 ¢ Reconciliation of the Contribution to the Social Projects Fund

Contribution to the Institutional Capacity Building FL Amount inUSD

Hydrocarbon Sector

1 EniMozambico 500.000,00 500.000,00 - 0%
2 TEPMA1 1.000.000,00 1.000.000,00 - 0%
3 Mozambique Rovuma Venture, SPA 300.000,00 300.000,00 - 0%
4 Sasol Petroleuriemane 50.000,00 50.000,00 0%

Table35 ¢ Reconciliation of the Contribution to the Institutional Capacity Building Fund

Note that theonly payment made to ENH was of USD 50,000.00 made by Sasol Petroleum Temane,
relating to the Institutional Capacity Building Fund

5.1.3.6 Dividends paid to the State and IGEPE

We also carried out a reconciliation of the dividends channelled to the State and to IGEPE, and found
no divergence

Amount in MZN

Seque /2YLFy20a 5t IGEPBata
/2YLY y2O& o

CompanhiaMocambicana de

L MG 22.500.000,00  7.500.000,00  22.500.000,00  7.500.000,00 0,00
Companhia Mogambicana de

2 et SARIMH 495.314.645,09 165.104.881,70  495.314.645,09 165.104.881,70 0,00

3  Empresa Nacional de 516.695.395,01 0,00  516.695.395,01 0,00 0,00

Hidrocarbonetos, EENH, E.P.

®
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Amount in MZN

Seque [ 2YL} yeQa 51 IGEPPata Difference
/| 2YL} yegQa b

Total 1.034.510.040,10 172.604.881,70 1.034.510.040,10 172.604.881,70 0,00

Table36- Dividends paid to the State and IGEPE

5.1.3.7 FinanciaBtatements

The following table indicates which companies submitted the audit reports, the main elements of the

financial statements or indicated that they were audited in 2020

. o~ x Audit Financial .

Mining Sector

Africa Great Wall Mining Developme

In the form, it does not confirn

L Company, Lda. ' having audited accounts
2 Cimento Nacional, Lda. r Nao facultou informagao
3 CINA&imentos de Nacala, S.A. r In the form_, it does noconfirm
having audited accounts
4 Cimentos de Mogambique, S.A.R.L. a Ok
5 Empresa Mogambicana de explora r No information provided
mineira, S.A
6 Sociedade Aguas Vumba, Lda. a In the form., it does not confirn
having audited accounts
. . . In the form, it does not confirmn
7 Haiyu (Mozambique) Mining Co. Lda r having audited accounts
8 ICVL Zambeze, Lda. a In the form_, it does not confirn
having audited accounts
9 JSPL Mozambique Minerals, Lda r In the form_, it does not confirn
having audited accounts
10 Kenmare Moma Mining (Mauritius a Ok
Lda
11 LIMAK Cimentos S.A. a In the form_, it does not confirn
having audited accounts
12 Minas de Benga, Lda. a Ok
13 Minas de Revuboé a In the form_, it does not confirn
having audited accounts
14 Montepuez Rubi mining, Lda. a In the form_, it does not confirry
having audited accounts
15 Mozambique Heavy Sands Compe . In the form, it does not confirn
VII, Lda. having audited accounts
16 Sociedade Aguas tiéocambique, Lda r In the form., it does not confirm
having audited accounts
17 Twig Exploration Mining Lda. a Ok
18 Vale Mogambique, S.A. ; In the form_, it does not confirn
having audited accounts
19 Empresa Tazetta Resources a In the form_, itdoes not confirm
having audited accounts
20 Empresa MMC Resources LDA a In the form., it does not confirm
having audited accounts
21 GK Ancuabe Graphite Mine S.A a Ok
22 Minas de Moatize ; In the form, it does not confirn

Sector de Hidrocarbonetos

having auditecccounts

®
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Audit Financial .
Exxonmobil a a Ok
Companhia Mogambicana c
GasoduteCMG a a Ok
Companhia Mogambicana c . a In the form, it does not confirn
Hidrocarbonetos SARIMH having audited accounts
Empresa Nacional d¢idrocarbonetos,
ERENH, E.P. @ @ Ok
ENI Mozambico a a Ok
Matola Gas Company a a Ok
ROMPCO . A In the form., it does not confirn
having audited accounts
. In the form, it does not confirn
ENH Kogas (Pemba) ' a having audited accounts
TEPMA1 . a In the form., it does not confirn
having audited accounts
Mozambique Rovuma Ventures, S
. a a Ok
Mozambique
Sasol Petroleum Temane, LDA. a a Ok

Table37- Companies that have disclosed their audit reportsnaaid elements of the financial statements

Audit of recoverable costs

According to information reported by INP, during the period under review, there was no publication of

any report concerning the audit of recoverable costs of the extraiotiestry.

5.2 Sale of the State's share of production or other income in(E&stjuirement.2)

Where the sale of the State's share of production or other revenues received in
significant, the Government, including Statened enterprises, is reqeid to disclose thg

volumes received and sold by the State (or third parties designated by the State to s€

kind is

A%

Il on its

behalf), the revenues received from the sale and the revenues transferred to the State from

the sale of oil, gas or minerals. Where appleathis information should include payments
cash or in kind) in respect of swap arrangements or resdaacked loans.

The data published should be disaggregated by individual purchasing company and
consistent with the disclosure other payments and revenue streams (4.7). The Coordin
Committee groups, in consultation with the purchasing companies, should consider w

the information disclosed can be disaggregated individually by sale, product type and

The informatbn disclosed could include the ownership of the product sold and the nat

the contract (e.g. spot or forwayd

(in

at levels
ation
hether

rice

ire of
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a)

b)

Implementing countries, including stat&vned enterprises, are encouraged to disclose

description of the selection processes for puramgsiompanies, the technical and financial

criteria used for selection, the list of purchasing companies selected, any significant deyv

a

ations

from the applicable legal and regulatory framework governing the selection of purchasing

companies, and the assotdd sales agreements
Companies that purchase oil, gas and mineral resources from the state, including frem
owned enterprises (or third parties designated by the state to sell on their behalf)

encouraged to disclose the volumes received fronstate or stateowned enterprise and the

state

are

payments made for the purchase of oil, gas or mineral resources. This could include payments

(in cash or in kind) related to swap arrangements and resdnacleed loans

The information disclosed could be disaggregandividually by seller, contract or sale

For each sale, the disclosures could include information on the nature of the contract (e.g. spot

or forward) and port of loading

Where there are concerns around data reliability and where feasible, thestalkkiholder
group should consider making additional efforts to address what gaps, inconsistencie

irregularities in the information disclosed

s and

Under Ministerial Order 173/2014 of 10 October, ENH is the entity designated to receive the gas

delivered bythe producer as a tax on the production of oil, and to carry out the management and

administration of the natural gas resulting from the tax on the production of oil paid in kind by the

Concessionaires, however the Government grants the allocation toyeersto

In this regard, according to the information provided by INP the total volume of gas produced by Sasol

in the year under review amounts to 185.884.557.99 GJ and the total condensate gas produced was

281.138.54 bblsThe amounts paid in kind are set outdyel

Gas

Total natural gas produced Gj 185.884.557,99
Total natural gas exported to RSA Gi 151.580.225,38
Total natural gas sold on the national marl Gj 23.488.756,26
Total royalty natural gas paid in kind Gj 5.423.802,43
Total royalty natural gas paid in cash USD 3.825.324 36
Condensate ,
Total condensate produced bbls 281.138,54
Total condensate sold bbls 279.087,90
Total condensate gas royalty paid in cash ;gp 187.850,21
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Tabk 38- Royalty gsand condensate

The royalty gas paid aash was allocated as illustrated in the graph below

570.754,43G7;

. 11%

2.891.245,00GJ,

53% 1.961.803,00GJ,

36%

= ENH = MGC = Kuvaninga

Graphl5- Allocation of royalty gas

As for the gas allocated to ENH, the company said that all volumes are dedicated to power industries,
residential consumption asvell as electricity generation. CTRG, Gigawatt, and-Kelgbs are

customers of the company.

The payment terms are defined in each gas purchase contract (GSA) and customers issue a
consumption certificate to ENH (this certificate consists of checking t#tities received by the
customer at the point of takeff) at the end of each month and from this, the invoice is generated and
submitted to the customer within a maximum of five days and must be paid 100% within twenty days

via bank. Nortompliance mayesult in the application of interest on arrears.

As for the criteria used for the selection of buyers, the government grants the allocation to the
customers, and through this allocation ENH plays its role which is to manage the commercial operations
(including the gas price, the transportation fees and their assumptions, technical aspects such as the

specification of the gas and the quantities to be taken on a daily, monthly and yearly basis).

The table below shows the volumes and revenues earned in 20ENHy EP, under the current

contracts

honth | QuanitiesG)

January 306.011,77 55.513.473,07
February 288.667,68 54.,928.745,62
March 283.368,70 55.268.139,42
April 274.830,47 54.773.657,34
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| Month | Quantities(Gj)) | Amount(MzN)

May 287.237,49 58.341.014,41
June 261.661,12 54.026.609,05
July 278.742,10 58.230.668,22
August 279.086,65 57.438.526,82
September 298.684,26 63.575.436,96
October 267.606,18 56.731.524,86
November 242.456,38 52.918.169,17
December 278.185,48 61.975.882,19

Total 3.346.538,28 683.721.847,13

Tabk 39- Revenue stream earned in 2020 by ENH

5.3 Infrastructure provisions and exchange agreements (Requireh@nt

The Coordination Committee group is required to consider whether there have been any agreements,

or sets of agreements, involving the provision of goods and services (including loans, concessions and

infrastructure works), as full or partial considerationthe award of oil, gas or mineral exploration or

production concessions or for the physical delivery of these commodities. To do so, the Coo

Committee group needs to have a full understanding of the terms of the relevant agreeme

dination

nts and

contracs, the parties involved, the resources committed by the state, the value of the benefit Streams

(e.g. infrastructure works) and the relevance of these agreements relative to conventional contracts.

Where it concludes that these agreements are relevantCihardination Committee group is requited

to ensure that EITI implementation addresses these agreements and that the information d

provides a level of detail and disaggregation commensurate with that of other payments and

sclosed

[evenue

streams. It is ragjred that the Steering Committee group agrees a procedure for assessing the data

guality and assurance of the information indicated above in accordance with Requirement 4.9

According to the information provided by INP, INAMI and companies selectdu facbnciliation

process, no contracts of this nature were concluded during the year under review

On the other hand, INAMI indicated that it has as one of the sources of revenue the financial offer

resulting from licensing by public tender,compliance with paragraph f) of No. 21 of the Org

Statute of INAMI, approved by Resolution No. 5/2016 of 20 June.

anic

Therefore, in 2020 INAMI received the amount of MZN 14,840,800.00 as the financial offer value of a

public tender for mining licensing,@&no other agreements involving the supply of goods and services

were entered into

22
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5.4 Transport revenuéRequirement.4)

Where revenues from the transportation of oil, gas and minerals are relevant, the government and
state-owned enterpriseshould publish the revenues received. The data published should pragvide a

level of detail and disaggregation consistent with that of other payments and revenue streams (4.7).
The group Coordination Committee is encouraged to agree a procedure to assegsiaay and

assurance of the information indicated above, in accordance with Requirement 4.9.
Implementing countries could disclose

i. A description of the transport arrangements, including: the product; transport route(s); and

the relevant companies andogernment entities, including statewvned, involved in the
transport.
i. Definitions of relevant transporelated taxes, tariffs or other payments and the
methodologies used to calculate them.
iii.  Disclosure of tariff rates and volume of commodities transported.
iv.  Disclosure of revenues received by governmental and state entities in connection with the

transportation of oil, gas and minerals

5.4.1 Mining Area
5.4.1.1 Mining Area

Based on data provided by INAMI, there are currently four companies that are mining and exporting
coal from Tete province, namely Vale de Mogambique, SA, Minas de Benga, Lda, JSPL Mozambique

Mineral, Lda and Minas Moatize, Lda

Vale Mogambique

The prodution of Vale de Mocambique, SA is drained from Moatize to Nacala through the Moatize
Nacalaa-Velha railway and the coal handling process is carried out by the company CLN (Corredor
Logistico de Nacala).

In 2020, 5,128,645 tonnex coal were transported, of which 2,566,518 tonnes of thermal coal and
2,562,127 tonnes of Coking Coal
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Minas de Benga, Lda

With regard to this company's production, the transport of coal takes place in two:stages

U 1st Stagein charge of the copany Lalgy Transportes Lda, by road from the processing plant
to the railway branch line (both located in the district of Moatize

U 2nd Stagetransport from the railway branch to the Port of Beira is done by trains belonging to
the company Minas de Bentfaough the Sena Line (under management of Ports and Railways
of Mozambique, EARCFM) which connects the town of Moatize to the Port of Beira in a journey
of 548km

Therefore, in 2020 1,425,689.45 tonnes of coal were transported, of which 385,385 abiinesmal
Coal and 1,040,304.45 tonnes of Coking.Coal

JSPL Mozambique Mineral, Limitada

Regarding the production of JSPL Mozambique Mineral, Limitada, the transportation of coal takes place

from Chitima District in Tete province to the port of Beiravim $tages

U 1st Stagethe transport is by road through trucks belonging to Indo Africa Steel and Transportes
Lalgy, Lda, which travel 126Km from Chittmahe railway branch located in the town of
Moatize

0 2nd Stageit is made by rail through the Sena Line that connects Moatize to Porto da Beira
through trains belonging to the company JSPL Mozambique Minerals Lda, and the railway line

is under CFM managient

In this context, 922,523.75 tons of coal were transported, 240,295.16 tons of thermal coal and
537,138.75 tons of coking coal

Minas de Moatize

Regarding Minas Moatize, Limitada, the transport is done by road and under the responsibility of the
company's customers, since it sells coal at the mine mouth to customers who are from Malawi, who

are responsible for the road transport of the coal purchased

herefore, 9,477.80 tonnes of Thermal Coal were transported
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Information provided by CFM

CFM, a public company that manages the railway and port system by providing cargo handling, freight
and passenger services, indicated that during 2020 it transported 8.144,505 tonnes of coal and
collected MT 3.920,137,680 for these services, as indicatibe itable below

Invoicing figures in Meticai

CFM Railway CFM turnover at

Description Tonnes (Not

Turnover the Port
Minas de Benga (ICVL) 1.397.990 1.022.970.842,00 867.897.091,00
Jindal 881.245 564.510.174,00 539.872.713,00
Vale (L.Norte) 5.865.270 924.886.860,0C -
Total 8.144.505 2.512.367.876 1.407.769.804

On the other hand, according to the 2020 REQE, the State received a total of 1,056.90 million meticais
for the concessions awarded to the Corredor Logistico Integrado de Kalct and Companhia do
Desenvolvimento do Norte (CBN)

Amount inMillion MZN

Concessionaires Amount

Corredor Logistico Integrado de Nacala (CLII 817,7
Companhia do Desenvolvimento do Norte (Cl 239,2
Total 1.056,90

Table40 ¢ Revenue fromoncessionaires

5.4.1.2 Transporbf graphite

Twigg Exploration and Mining Lda

The graphite produced by Twigg Exploration and Mining Lda, is transported by road from the district of
Balama in Cabo Delgado to Nacala Port in Nampula by the company Grindrod Logistics Mozambique

Lda. During thegar 2020, 18,136.76 tonnes of Graphite were transported by this company

35 This is the project for a railway line connecting Moatize to Nacala, passing through Malawi and including the coal teaicalaa-
velha. In this project, CFM, appears in partnership with Vale, forming the CLN company (BRéPrivate Participation) which is the
concessionaire of the new stretches of this logistics corridor.

36 cDN's objective is the integrated management, reftabdn and commercial operation of the infrastructures of Nacala Port and the
northern Mozambique rail network in the form of a concession.
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GK Ancuabe Graphite Mine, SA

Regarding the graphite extracted by GK Ancuabe Graphite Mine, SA, the flow is made from the Ancuabe
district in Cabo Delgado, to the port of Pemba by r@ading 2020, 3.500.00 tonnes of this resource

were transported

5.4.1.3 Transport of Heavy Sands

According to INAMI, two companies export heavy sands from Zambezia province, namely, Africa Great
Wall Mining Development Company, Lda and Tazetta Resources. On the other hand, Kenmare Moma

Mining (Mauritius), Ltd exports from Nampula Province

Africa Grat Wall Mining Development Company, Lda

The heavy sand is transported from the district of Chinde, in Zambezia province, to the Port of
Quelimane with small ships and from there to China by sea through the Chinese company Grand Ocean

Shipping Holdings (HKJD. During the year 2020, 294,515.26 tonnes of lImenite were exported

Tazetta Resources

The distribution process of this resource occurs from the district of Pé@bZaenbezia to the VINHTAN
Port in Vietnam through the vessel of the company Manica Freight Services, SA, a Mozambican

maritime agent. During 2020, 89,180.54 tonnes of lImenite were exported

Kenmare Moma Mining (Mauritius), Ltd

This company operates @3 own wharf facilities and has two ocean barges that are used to load and
transport the heavy sands to ocegaing vesseld.he total export of this resource in 2020 was 853.216

tonnes
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5.4.1.4 Calcério

Cimentos de Mogcambique, SARL
Regarding thisompany, in Maputo, it transported 49,162 tons of limestone and 49,162 tons of clay,

by road in contract with the company JRC and 401,514 tons of limestone by rail by CFM.

In Dondo district, Sofala province, the company transported to its cement fadd@r@31l tons of

limestone via road in contract with LSTAR.

In Nacala, the company transported 24.719 tons of limestone via road in contract with VICTAB cement

factories

CINAE Cimentos de Nacala, SA
This company operates in Nacala, Nampula provinceamsported 61.484 tons of limestone via road

in contact with the company VICTAB

Limak Cimentos, SA
The company has no mining concession in operation. Furthermore, the company requested the

abandonment of the area because it presented a reduced quantitpestone

Cimento Nacional, Lda

The company has no mining concession in production

5.4.1.5 Other minerals

MMC Resources, Lda
This company extracts and exports (by air) gold from Tete province. During 2020 about 340 kg of gold

were exported to Dubai

Sociedade Aguas Vumba, SA
The company is involved in extracting and selling mineral water and does not have transport
agreements, but only transfers to the sales depots in Maputo, Beira, Chimoio, Tete and Nampula, with

available transporters with a capaciif 30 tonnes or less

22
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5.4.2 Area dehidrocarbonetos

Sasol Petroleum Temane is the sole producer of natural gas in Mozambique, with most of the gas
produced exported to RSA through the ROMPCO pipeline, the commercial operator of an 865 km high
pressure gas p@ine connecting the gas fields in Pande and Temane (Mozambique) to Sasol's

operations in South Africa
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Figurell- ROMPCO gas pipeline (SouR®MPCO)

In addition, there is also the RessdBarcia gas pipeline, governed by the Gas Pipeline Concession
Contract between the Government of Mozambique and Matola Gas Company SARL which has the

purpose of transporting natural gas from Ress@ancia to Matola.

During 2020, 175.07 MGJ was transpottadugh the ROMPCO Pipeline. This company reported that
the revenue from the transportation of gas in the period under analysis amounts to 8,955.96 million

meticais.

On the other hand, CMG received dividends of 339.940 million Rands resulting froficitsagian in
ROMPCO. It should be reminded that this company channelled the amohtzisl &2.500.000,0&nd
MZN 7.500.000,0tb the State and IGEPE, respectively, as dividends

5.5 Transactions relating to Statevned enterprise¢Requirement4.5)

The group Coordination Committee should ensure that the disclosure process comprehensively
addresses the role of SOEs, including disclosure of comprehensive and reliable information onfrelevant
payments made by companies to SOEs, transfers from SOEs to gowteagencies and transfers

made by the Government to statevned enterprises
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The role of state owned companies was presented in requirement 2.6. During 2020 there were transfers

of dividends to the State and to IGEPE as presented in the map below

Amountin MZN
Dividends paid

Companhia Mogambicana de GasodGidG 22.500.000,00 7.500.000,00 30.000.000,00
Companhia Mocambicana de Hidrocarbone

SARICMH 495.314.645,09 165.104.881,70 660.419.526,79
Empresa Nacional d¢idrocarbonetos, EENH, E.P 516.695.395,01 0,00 516.695.395,01

Total 1.034.510.040,1C 172.604.881,70 1.207.114.921,8C

In addition, from the analysis made of the REOE for 2020, in ligtitoté 10 of Law no. 3 /2020 of 22
April, the Government was authorized to issue Guarantees and Endorsements in the amount of MZN

33.5 billion, however, no Guarantee or Endorsement was issued during the period under review

On the other hand th&OERepat ¥’ indicates that ENH's Financial Statements for the peddé 2o

2019, under the headinglter operating gains and losses, include government grants relating to

A Funds from the PPA (Petroleum Production Agreement) with SASOL, pursuant to which
paragraphs b) and c) of Art. 14.5 establish that the Operator would pay USD 50,000 per year as
institutional support and another USD 50,000 for training, during the Development and
Production phases; and

A Amortisation of the SAP Software, which its use bagan in 2013. The SAP Software was
acquired by the funds coming from NORAD for acquisition of Capital Investments. According to
the PGC NIRF (NCRF 26) an income should be recognised as it is consumed, hence the company
recognised the income (as a Goveamhgrant) annually based on the amortisation of the

Sotware

5.6 Subnational payments (Requiremehi6)

The group Coordination Committee is required to establish the relevance of direct payments| (within
the scope of agreed benefit streams) madebmpanies to sumational government entities. Whefe
such payments are relevant, the grouping Coordination Committee is required to ensure disclpsure of
payments made by companies to suditional government entities and the receipt of these payments.

It isrequired that the grouping Coordination Committee agrees a procedure to assess data quality and
assurance of the above information in accordance with Requirement 4.9

S"https://itie.org.mz/index.php/download/itigelatoriofinalvp-estudaintellica
2022/?wpdmdI=3219&refresh=62f9e99abfe021660545¢ adcessed orl5 November2021
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From the analysis of the EITI Guidance, it is clear from the Guidance on subnatiowsitpalyat

subnational payments refer to those that entities make directly to district governments, municipalities

and community leaders.

In this spectrum, the selected entities were asked to disclose information on payments made under this

heading, but pgments to community leaders were not covered.

As shown below, the amounts paid are not material to be included in the reconciliation process

| 2YLIl yéQa | Amount (MZNI Subnatlogzii?yovernment Nature of payment

Mining Sector

Kenmare Moma
(Mawritius), Lda

Mining

LIMAK Cimentos S.A.

Vale Mogcambique, S.A.

Minas de Moatize

Subtotal of the mining sector
Hydrocarbon Sector

Exxonmobil

TEPMA1

Sasol Petroleum Temane, LC

Subtotal of the Hydrocarbon

Sector

53.020,00
2.100.000,00
525.000,00
27.292,65
141.960,00
1.841.546,42

353.045,00
5.041.864,07

48.876,75
606,824.79
18.000,00

1.044.871,73

48.876,75

389.250,00

31.807,10

16.156.542,98

89.504,40

17.827.729,71

Municipal Councll o
Nampula
District Planning an(

Infrastructure Service
Municipal Council o
Nampula

Municipal Council of Matol:
City

Municipal Council of the
Moatize Village

Municipal Council of the
Moatize Village

Municipal Council d¥loatize

Municipal Council of Maputc

Municipal Council of Maputc

Municipal Council of Pemb
City

Municipal Council of Pemb
City

Municipal Council of Maputc
City

Provincial Directorate o
Territorial Development ant
Environment

Municipal Council of Maputc

Municipal Council o
Vilanculo

Provincial Services (
Geography

Vehicle Tax

Building License - Moma
District Government
Municipal Property Tax

Advertising and Signage Te

Economic Activity Tax
Municipality of Moatize
IPRA Municipal Property T
- Municipality of Moatize
Municipal Tax for parking
vehicles

Business Activity Tax-
Maputo office
Property Tax

Economic Activity Tax
Pemba

Municipal Property Tax
Pemba

Economic Activity Tax
Maputo
DUAT for
persons

reacquirec

Payment of IPA and Taxa (
Actividade Economica
Costs of litigation appea
IPRA, CMV out of coul
settlement

DUAT Fee Payment

Table41- Subnational payments made in 2020

o2
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6 Revenue allocations (Requiremé&iit

OverviewElITI requires disclosures of informatiefated to revenue allocations, enabling stakeholders

to understand how revenues are recorded in national and, where applicable, subnational budgets, as
well as to track social expenditures by companies. The EITI Requirements related to revenue allocations
include: (5.1) revenue distribution; (5.2) subnational transfers; and (5.3) revenue management and
spending

6.1 Distribution of Extractive Industry Reven@i@eaqiirement5.1)

Implementing countries should disclose the distribution of revenuesdrbractive industries

a) Implementing countries must indicate which extractive industry revenues, whether in cash or
in kind, are recorded in the national budget. If revenues are not recorded in the national
budget, the allocation of these revenues shouldekplained, with links to relevant financial
reports where applicablee.g. sovereign and development funds,-sational governments
state-owned enterprises and other dfludget entities

b) The CC is encouraged to refer to national revenue classificgggtems and international
standards such as the IMF Government Finance Statistics Manual

During 2020, the Law that establishes the principles and norms of organization and operation of the
State Financial Administration System (SISTAFE) that was Wwdsrcaw no. 9/2002 of 12 February.

However, it is important to mention that this Law was repealed on 23 December 2020, having been
replaced by Law 13/2020. Because the budget assumptions of the period under analysis followed the

rules defined based on theaw 9/2002, the content of this requirement is based on this Law

Under the terms of paragraph 1 of Article 14 of Law No. 9/2002, public revenue is defined as all
monetary resources or in kind, whatever their source or nature, made available to the State, with the

exception of cases in which the State acts as mere teanpdepositary.

No revenue may be established, included in the State Budget (OE) or collected except by virtue of the
Law and, even if established by Law, revenue may only be collected if provided for in the approved

State Budget, in accordance with numBesf the aforementioned article.

In this sense, Article 9 of the Circular of the Office of the Minister of Finance No. MKEXR 0

presents the phases of the flow of forecasting and revenue collection, which are presente®t below

1. Registration in the Blgeting Module (MEO) of the legislation establishing the revenue and the

creation of the budget classifiers that individualise each reyenue

381t should be noted that this explanation intersects with figure 10, presented in section 5.2.

©
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2.
3.

10.

11.

12.

13.

14.

Appropriate publication of legislation setting the tariff for the collection of each revenue;
Providing for the déection of the revenue and its inscription in the MEO in the process of
elaboration of the State Budget;

Alignment of eSISTAFE Revenue Budget Cell (COR) classifications with the CTR (Revenue Tax
Classifier) classification);

Approval of the State Budgendits availability in the MEX (Budget Implementation Module);
Collection of the revenue and its individual accounting in the body or institution generating the
revenue;

Delivery of the revenue collected through the Model B Guide duly completed by themody
institution managing the event generating it in the Tax Area Directorate (DAF) or Major
Taxpayers Unit (UGC);

Registration of the revenue in the DAF/UGC and certification of delivery;

Transfer of the revenue from the DAF/UGC bank account to the Biaghkury Account (CUT);
Issuance of Model 51 and strict verification of the accuracy of the ratings and values entered
in Model 51, by a different official from the one who entered them, comparing them with the
data in the Revenue Report that gave rise to it;

Forwarding Model 510 the Provincial Directorate of Planning and Finance (DPPF) or the
National Directorate of the Treasury (DNT);

Issuing and sending a Memorandum proving the amount collected by the Directorate General
of Taxes (DGI) to the body or institution managingetrent generating the revenue for the
purposes of monitoring the classifications and values registered,;

Registration of the revenue in the Budget Execution Module (MEX) by DPPF/DNT and issue of
the Collection Guide with copy to DAF/UGC, for the purposesmiforing the classifications

and values recorded; and

Daily monitoring at the MEX by the managing body or institution of the event generating it, for
the purpose of certifying the correct classification, the date of registration and the accuracy of
the values recorded. In case of inaccuracy or delay in the registration, contact the respective

DAF/UGC

Tax revenues from the extractive industry follow this path until they are entered in the State Budget,

with the exception of the tax on oil production paickind, as indicated in point 5.2
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On the other hand, in order talign the international procedures recommended by the International
Monetary Fund (IMF) and to modernise the services of the Tax Administration, the Economic Classifier
of Revenue was approved by Decree No. 68/2014, amending the wording of Articlee¢Beef No.

23/2004 of 20 August, the SISTAFE Regulation. According to this regulation, the classifier must be

structured in five levels, which indicate

V At the first level, the economic category of current and capital revenue;
V At the second level, the natiof the revenue considering its origin;

V  The decomposition of revenue according to its nature, from the third to the fifth level

The Ministry of Economic Affairs and Finance publishes the State Budget Implementation Report each
year, as indicated in thd STAFE Regulatifr(REOE) for last year, a document presenting the policy,
management and implementation of the budget. The level of public revenue collected and disclosed in
the AEOE for 2019 was indicated in Chapter 5.3

As regards the allocation of lplic revenue, in accordance with the SISTAFE Law, certain principles are

observed in the preparation and execution of the State Budget, such as

V Unity- determines that the State Budget is only pne
V Nonconsignment- whereby the proceeds of any revenue ganbe earmarked to cover

specific expenditure

However, the following cases are excepted from the principle eEansignment (according to Article

13 of the SISTAFE Act) of revenues

V Because of administrative and financial autonomy, the revenue must be earmarked for a
specific purpose or for certain institutigns

V The financial resources are derived from public credit operations

V Resources derived from donations, inheritance or legdtiethe State with a specific
destination

V The resources have by special law a specific destination

39 Access link to the 2020 REOEs://www.mef.gor.mz/index.php/todasublicacoes/instrumentede-gestao
economicae-social/execucaalo-orcamentedo-estado/re2020/1203rec-janeirca-dezembre

2020/file?forcedownload=1¢ accessedn 15 Novemler 2021



https://www.mef.gov.mz/index.php/todas-publicacoes/instrumentos-de-gestao-economica-e-social/execucao-do-orcamento-do-estado/reo-2020/1203-reo-janeiro-a-dezembro-2020/file?force-download=1
https://www.mef.gov.mz/index.php/todas-publicacoes/instrumentos-de-gestao-economica-e-social/execucao-do-orcamento-do-estado/reo-2020/1203-reo-janeiro-a-dezembro-2020/file?force-download=1
https://www.mef.gov.mz/index.php/todas-publicacoes/instrumentos-de-gestao-economica-e-social/execucao-do-orcamento-do-estado/reo-2020/1203-reo-janeiro-a-dezembro-2020/file?force-download=1
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In the specific case of the extractive industry, 10% of the revenues of IPM and ISS are allocated to
INAMI, as established by Decree No. 7/20132qfril, which creates the Geological and Mining Institute

and extinguishes the Mining Promotion Fund. According to Decree no. 22/2015, of 17 September, the
Geological and Mining Institute is extinguished and its rights and obligations, material andl financia

resources and participations are transferred to INAMI

6.2 Subnational transfer§Regirement5.2)

a) Where transfers between national and sudtional government entities relate to revenues
generated by the extractive industries and are mandated bydltienal constitution, law of
other national revenue sharing mechanism, the Coordination Committee is required to ensure

that the relevant transfers are disclosed. Implementing countries should disclose the revenue

sharing formula, if any, as well as amgceepancy between the transfer amount calculated
according to the revenue sharing formula and the actual amount transferred between the
central government and each relevant sudtional entity. The group Coordination Committee
is encouraged to agree onpaocedure to assess data quality and assurance of subnational
transfer information in accordance with Requirement 4.9. Where there are significant
constitutional or practical barriers to participation by subnational government entities, the
Steering Comntiée group may seek adapted implementation in accordance with Articlg 1 of
the EITI Steering Committee's procedures for oversight of EITI implementation.
b) b) The Steering Committee group is encouraged to ensure that any relevant discretionary or ad
hoc trangers are also disclosed, and to agree a procedure for assessing data quallty and
information assurance on such transfers in accordance with Requirement 4.9.
c) c) The Coordination Committee may also wish to report on how extractive sector reyenues
earmarked ér specific programmes or investments at the-sakional level are managed, as

well as actual disbursements made

The Mining Law and the Petroleum Law define that a percentage of the revenues generated from oil
and mining activities must be channelledthe development of communities in the areas where the
respective projects are located. This contribution must be reflected in the State Budget, where an

amount is determined which varies according to the objectives of each year
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In this regard, the deria to be observed in the implementation of projects funded by mining and oll
revenues are advocated in Circular. /MPDBDMF/20132%°. According to this instrument, resources
must be allocated to priority projects in coordination with the respectigalltp Consultative Councils,
Provincial Directorate of Planning and Finance and District Service, in the following areas, with the
District Secretariat being the body responsible for the management and proper application of the

allocated resources

Educaton (classrooms and their equipment);
Health (posts, health centres and their equipment);

Agriculture (community irrigateds/enterprises);

< < < <

Forestry (community forests

In accordance with the above, Article 7 of Law 15/2018 of 20 December, thénfggahent that
approved the State Budget for 2019, states that 2.75% of the revenue from the tax on mining and oil
production should be allocated to programmes aimed at the development of communities in the areas
where the respective enterprises are laahtas designated in Article 20 of Law 20/2014 (Mining Law)
and Article 48 of Law 21/2014 (Oil latihe 2020 REOE indicates that the entire allocation established

for this purpose has been made, as follows

Amount in Million MZN

Province& District Allocation

Cabo Delgado 20,9 20,8
Montepuez Nyamanhumbir 20,9 20,8
Nampula 49 49
Moma Topuito 49 49
ZambEia 1,4 14
Chinde Mitange 1,4 1,4
Tete 543 54,0

Cateme 14,6 14,6
Moatize 25 de Setembro 14,6 14,6

Chipanga 14,6 14,6

Benga 7,1 71
Marara Marara 3,5 3.2
Manica 1,3 1,3
Manica Penhalonga 0,6 0,6

Manica 0,6 0,6
Inhambane 5,3 5,3
Govuro Pande 2,7 2,7

40 http://www.dno.gov.mz/docs/orc_estado/execucao/normas/Circular 01 MPD MF 2013 CriteriosProjectos
Comunidades Exploracoes Mineirasqaécessed on 15 Nember2021



http://www.dno.gov.mz/docs/orc_estado/execucao/normas/Circular_01_MPD_MF_2013_CriteriosProjectos%20_Comunidades_Exploracoes_Mineiras.pdf
http://www.dno.gov.mz/docs/orc_estado/execucao/normas/Circular_01_MPD_MF_2013_CriteriosProjectos%20_Comunidades_Exploracoes_Mineiras.pdf
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Amount in Million MZN

Provincef District Allocation

Inhassoro Maimelane

50 75

Table42 - Allocation of 2,75% in 2019 (Source: Ministry of Economy and Finance, Administrafive Court

According to the REOE, the methodology for transferring funds to the communities consists in making
resources available based on the revenues of the ye2y, (re. revenues collected in the year 2018.
However, the REOE does not allow us to assess whefoa was used to allocate the amount to be

allocated to each community and for which activities the funds were allocated

On the other hand, the amount of MZN 87.8 million indicated above, does not correspond to 2.75% of
the 2018 production tax, indited in the REOE of 2018That is, the REOE of 2018 indicates a total of
MZN 3,657.70 million referring to the production tax, and 2.75% of this amount corresponds to

approximately MZN 100.59 million, resulting in a difference of MZN 12.79 million

Amount in MZN Millior

Tax on mining productiofREOE2018) 3.029,90
Tax on petroleum productiofiREOE 2018) 627,80
Total 3.657,70

2,75% 100,59

Amount allocated i2020 87,8

1279

Table 43 Tax orproduction paid 2018

According to the explanations provided by MEF, this discrepancy results from the fact that only the
production tax is allocated to projects based in the communities indicated in table 42. Accordingly, it is
important, through the apropriate legal provisions, to define which communities should benefit from

the 2,75%

6.3 Income and expenditure management (Requirente8)

The group Coordination Committee is encouraged to disclose additional information on revendye and

expenditure managment, including

“Ihttps:/iwww.mef.gov.mz/index.php/todagublicacoes/instrumentosie-gestaceconomicae-
social/execucaolo-orcamentedo-estado/rec2018/682reo-janeirodezembre2018/file?forcedownload=1 ¢
accessed on 15 de November 2021



https://www.mef.gov.mz/index.php/todas-publicacoes/instrumentos-de-gestao-economica-e-social/execucao-do-orcamento-do-estado/reo-2018/682-reo-janeiro-dezembro-2018/file?force-download=1
https://www.mef.gov.mz/index.php/todas-publicacoes/instrumentos-de-gestao-economica-e-social/execucao-do-orcamento-do-estado/reo-2018/682-reo-janeiro-dezembro-2018/file?force-download=1
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a) A description of all revenues from the extractive industries earmarked for specific programmes
or geographic regions. This should include a description of methods to ensure the
accountability and efficient use of these resources.

b) A description of the country's budget and audit processes, as well as links to access publicly
available information obudgets, expenditures and audit reports.

c) Timely information from the Government that promotes public understanding and dialogue on
issues related to revenue sustainability and resource dependency. This may include
assumptions underlying budget cycles itufe years and projected production, commodity
prices and revenue forecasts from the extractive industries, as well as the proportion of future

fiscal revenues expected to be generated by the extractive sector

As mentioned above, the revenues are not emad for a specific purpose, with the exceptions

indicated in points 6.1 and 6.2, which is why their allocation cannot be identified

Regarding the rendering of accounts concerning public revenue and execution of expenditure, the
respective process is ¢ed out by the Administrative Court (TA) within the scope of its competences,
as recommended under subparagraph a) of number 1 and number 2 of Article 14 of Law No. 14/2014
of 14 August 2014, amended and republished by Law No. 8/2015 of 06 October Bi@ghSefers to

the organisation, functioning and process of the section for the supervision of public revenue and

expenditure as well as the Approval of the TA

In this context, the TA is responsible for assessing the financial activity of the State in the respective

year to which the account refers, in areas related to assets, revenues and public expenditure.

On the other hand, witheference to the tax audit of the accounts of the selected companies, the Tax
Authority indicated that due to COVID, the audit work was suspended in early 2020, and resumed
in the third quarter of 2021. Thus, the work started in the years prior to 020l in progress
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