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Mozambique
Mining

A new regulatory framework

Since the discovery of vast coal reserves

in 2005, Mozambigue has attracted the
attention of foreign investors, looking at the
country’s huge export potential. According

to the Mozambique Mining Report Q2 2016,
the country's coal production is expected to
grow from 8.0mnt in 2016 to 9.5mnt by 2020,
representing an average growth of 4.2% y-o-y
over 2016-2020.

The Mozambique coal sector is currently
dominated by international mining companies
such as Brazil's Vale, Coal India and more
recently International Coal Ventures, which
acquired Rio Tinto’s assets in 2014.

Nevertheless, other Asian firms are likely to join
Indian companies in order to secure long-term
access to mineral resources. This is the case
of the Japanese trading house, Mitsui, who
bought a 15% participation in Vale’s Moatize
coal mine and 35% in the Nacala Logistics
Corridor in 2014.

Recognising the key role the mining sector
may play in the country’s development, the
Mozambican government recently approved
a new set of legislation, repealing the existing
regulatory framework. The new regulatory
framework includes:

() the new Mining Law (Law No. 20/2014, of
18 August 2014), which repealed the 2002
Mining Law;

(i) the new Mining Tax Law (Law No.
28/2014, of 23 September 2014);

(iiiy the Regulation on Mining Work (Decree No.
1/2015, of 23 July 2015);

(iv) the new Mining Law Regulation (Decree
No. 31/2015, of 31 December 2015); and

(v) the new Mining Tax Law Regulation
(Decree No. 28/2015, of 28 December
2015).

The main features of this legislation are the
promotion of local participation in the mining
sector and the increase of control over
mining activities.

LLocal requirements

The new Mining legislation stipulates that the
mining titles required to undertake mining
activities in Mozambique can only be granted
to Mozambican natural or legal persons, even
though legal persons can be foreign-owned.

In addition, the new Mining Law states that
the government shall promote the listing of
mining companies on the Mozambican Stock
Exchange. However, it remains unclear as to
whether this will be mandatory and, if so, how
much of the share capital of the company is to
be listed.

Furthermore, the new Mining Law and its
implementation decree set out local content
requirements for the procurement of goods
and services for mining activities.

First, foreign persons providing services to
mining operations are required to associate
themselves with Mozambican entities.
However, this obligation remains vague and
with little practical applicability.
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Second, whenever the price of Mozambican
goods and services does not exceed 10% of
comparable imported goods or services, mining
operators must give them preference, provided
they are of comparable quality and are available
in the timeframes and quantities required.

The government may establish domestic
supply obligations for the local industry
reaching up to 10% of the declared
production. This domestic supply obligation
is to be established by the Minister of Mineral
Resources and Energy on an annual basis.

Increasing government
control over transfers

The new law also includes a government
consent right upon any direct or indirect
transfer of mining titles, including through a
direct or indirect sale of shares. This prevents
exit transactions which are structured in
order to avoid the need for prior Mozambican
government consent. This consent will
obviously affect exit strategies, as all sale
transactions, irrespective of the way they are
structured, will require a government consent
condition precedent.

Fiscal provisions

Under the new regulatory framework, mining
operators shall pay: (i) income tax; (i) VAT; (iii)
tax over the mining production; (iv) tax over
the surface; (v) tax on income from mineral
resources; (vi) municipal tax, where applicable;






