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EXPLOITATION OF MINERAL RESOURCES IN MOZAMBIQUE

I. INTRODUCTORY NOTE - OVERVIEW

Mozambique has one of the fastest growing economies over the past decade, following a series of economic reforms. Endowed
with rich, abundant and extensive natural resources, Mozambique’s economy presents huge potential.

The Republic of Mozambique is enormously rich in mineral resources, including oil, gold, mineral water, coal, natural gas, and
marble.

Even though exploitation of these resources is attracting multi-million dollar investments from major worldwide multinationals
such as the Brazilian “Vale do Rio Doce”, it still renders a minor 2% contribution to the country’s GDP.

Il. LEGAL FRAMEWORK

The main legal framework currently in force in the Republic of Mozambique setting forth the basic rules and procedures for
the exploitation of mineral resources (Law no. 14/2002, of 26 June (“Mining Law”) and Decree no. 62/2006, of 26 December,
together with its appendixes, enacting the “Mining Law Regulations”), essentially seeks to define and regulate the various
mining titles and authorisations for the development of mining activities and the attribution of rights and procedures thereto
related and respective time periods.

A. MINING TITLES AND AUTHORISATIONS

The exploitation of mineral resources requires the issue of mining titles pursuant to the type of rights to be attributed to
interested parties. Each Mining Title grants specific rights to third parties/investors to engage in a particular type of mining
activity.

The rights of reconnaissance, prospection, research, and exploration of mineral resources are thus granted under one of the
following mining titles or authorisations:

a) Reconnaissance Licence

b) Prospection and Research Licence
¢) Mining Concession

d) Mining Certificate

e) Mining Pass

(A) RECONNAISSANCE LICENCE

The Reconnaissance Licence can be granted for a maximum non-extendable 2 year term, to any individual or company, either
Mozambican or foreigner, with the necessary legal capacity to develop such activity. This licence is granted at the interested
party’s request and may not be transferred by any means to any other party.

During the validity period of the licence, the holder may relinquish the reconnaissance are, subject to a 90 days prior notice
addressed to the competent minister. The area for which the Reconnaissance Licence can be granted shall not exceed 100,000
hectares.

Under this licence its titleholder acquires the non-exclusive right of access to the area for reconnaissance, obtaining and
taking samples included. This licence also entitles its titleholder to occupy the land and construct the necessary temporary
installations to undertake reconnaissance works, the use of water, wood and of other materials necessary for these purposes
also being permitted pursuant to the terms of the applicable laws.
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Applications for Reconnaissance Licences shall be addressed to the Minister of Mineral Resources and must be submitted
to the National Mining Directorate or the Provincial Directorate of Mineral Resources with jurisdiction over the respective
area. The applicant will be informed of the decision regarding its submitted request within a maximum period of 10 days
following a favourable order from the Minister and if all necessary requirements have been complied upon submission of the
reconnaissance licence grant request.

The licence titleholder has to comply with information and reporting obligations and to effectively carry out the reconnaissance
activities.

(B) PROSPECTION AND RESEARCH LICENCE

The Prospection and Research Licence can be granted for 5 year period - once renewable for the same maximum period of
time -, to any individual or company, either Mozambican or foreigner with the necessary legal capacity. This licence may be
granted following the interested party’s request and may be transferred according to procedural rules thereto available.

The corresponding application shall be addressed to the relevant Minister, in addition to being submitted to the National
Mining Directorate or the Mineral Resources Provincial Directorate accordingly to the jurisdiction over the intended area for
which the Prospection and Research Licence can be granted shall not exceed 25,000 hectares. The applicant will be informed
of the decision within a maximum period of 10 days following its adoption and if no further clarification is requested by the
competent authority.

In the event of overlapping requests for the same area, the Prospection and Research Licence shall be awarded via public
tender and the National Mining Directorate shall be responsible for conducting the process, establishing the rules, time
periods and other terms and conditions applicable to the public invitation to tender.

Under the Prospection and Research Licence the applicant acquires the sole right to research the mineral resources covered
by the licence and to undertake the necessary work for achievement of this objective; to collect, take and export exemplars
and samples. Further, this licence grants rights such as conduction of tests and processing trials, as well as to - subject to
authorisation -, sell exemplars and samples obtained from prospection and research activities. This titleholder is also entitled
to occupy the land and construct the necessary temporary installations and to use water and wood as well as other materials
as required for the development of the activities.

The licence titleholder must proceed to the activities of prospection and research as per submitted work programme while
complying with the annual investment reporting obligations.

(©) MINING CONCESSION

The Mining Concession may only be granted to legal persons incorporated and registered in Mozambique.

The Mining Concession application shall be addressed to the competent Minister and submitted to the National Mining
Directorate or the Provincial Directorate with jurisdiction over the intended area. The decision on the request, submitted by
either a Prospection and Research licence title holder or by another interested third party, shall be notified to the applicant
within a maximum period of 10 days if no further clarification is requested by the competent authority and all required
documentation has been duly submitted.

The requested Mining Concession shall be granted immediately when the application ensues of a Prospection and Research
Licence and the respective titleholder has fulfilled his obligations thereunder.

The Mining Concession shall be granted for a period that is based on the economic viability of the mine or of the mining
operations, which may not exceed 25 years, subject to renewal for a maximum equal period of time. The mining concession
area shall not exceed the area necessary for the mining operations.

Start-up of development or mining activities is conditioned to previous issue of an Environmental Licence and of a Land Usage
and Benefit Authorisation (so-called “DUAT). Such licence and authorisation must be obtained within three years of the date
of issue of the Mining Concession to prevent the Mining Concession from revocation.

The Mining Concession title grants its titleholder the right to exclusively use and occupy the land and to exploit the mineral
resources identified in the research phase, undertaking all necessary operations and works, using the land and constructing all
necessary infrastructures and installations for the pursuit of the mining exploration activities; using the water, wood and other
materials necessary for these operations according to the legal provisions thereto applicable.
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The Mining Concession titleholder shall also be entitled to use parts of the area for agricultural and cattle breading purposes
for own consumption, while storing, transporting and processing mineral resources and disposing of any waste.

The sale or otherwise disposal of the mineral products resulting from mining operations is also permitted, taxation being
applicable. This Mining Concession title may be transferred pursuant to legally defined procedures.

Mining Concession titleholder duties include the submission of mineral extraction plan, the beginning of the mining
development, compliance with the 24 month term counted from the date of issue of the last of the Environmental licence or
of the DUAT and with the 36 months term counted from even date for beginning of mining production, as well as compliance
with health and safety rules. The Mining concession may be revoked if such duties are not complied with.

(D) MINING CERTIFICATE

The Mining Certificate may be granted for a successively extendable 2 year period (if justifiable), to any individual or legal
person incorporated in Mozambique (with a majority of its share capital held by nationals), as well as to a cooperation form of
association — typified by law - or to a family capable of undertaking operations authorised under this mining title.

The Mining Certificate area shall not exceed 500 hectares.

The Mining Certificate request shall be addressed to the National Mining Directorate or to the respective Provincial Directorate
according to jurisdiction held over the area at stake. The decision shall be notified to the applicant within a maximum period
of 15 days if no further clarification is requested by the competent authority and all required documentation has been duly
submitted. This title may be transferred pursuant to legally defined procedures.

The Mining Certificate shall grant the respective titleholder the following rights within the covered area to: occupy, use the
land and undertake small-scale mining operations, on an exclusive basis; construct all necessary temporary infrastructures and
installations for the pursuit of the mining exploration activities; use the water, wood and other materials necessary for these
operations according to the legal provisions thereto applicable. The titleholder of the mining certificate is further entitled to sell
or otherwise to dispose of the products resulting from mining operations, and to apply for a Mining Concession.

The Mining Certificate titleholder duties include health and safety duties, environmental compliance and compensation for
any damages caused to the land or to properties as a result of the mining operations., the obligation to submit a mineral
extraction plan and initiating the mining development. The Mining Certificate may be revoked if such duties are not complied
with.

() MINING PAss

This title can only be granted to individual persons of Mozambican nationality with legal capacity enabling them to undertake
the operations covered by this title.

Under this Mining Pass its titleholder acquires the right to undertake small-scale mining activities. The Mining Pass may not
be transferred.

To note that the Mozambican Mining law further sets forth a broad provision for exceptional circumstances, according to
which the Mozambican Government may execute a Mining Contract with a titleholder of a Prospection and Research Licence
or of a Mining Concession when so required due to the project’s dimension.

B - TAXES, BENEFITS AND INVESTMENT INCENTIVES

Trade of Mozambican origin mineral products is allowed when the same results of the mining activity developed under the
respective mining title.

Several taxes apply to mining activities, the most important ones being the (i) tax over production (royalties), based on the trade
value of the mining product or on the value of its commercial or industrial use, and an (ii) annual tax on the surface, due by
titleholders to a Reconnaissance Licence, a Prospection and Research Licence, a Mining Concession or a Mining Certificate,
based on the area covered by the respective title or authorisation.

Taxes over production shall depend of the mineral extracted and surface tax shall be calculated based on the type of title, type
of extracted minerals and on the dimension of the area.
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Tax benefits are foreseen under Law no. 13/2007, of 27 June, with a 5 year duration and applicable to exemption of customs
rights (i) on the import of equipments for the prospection and research or exploration of determined minerals and (ii) on the
import of determined goods.

Direct investment incentives may be applicable to national or foreign investors and guarantees of safety and legal protection
over property of rights or assets are also guaranteed by the State of Mozambique, a tax stabilisation legal provision being set
forth to the benefit of the mining title titleholder.

To note that, for the purposes of applicability of the afore mentioned benefits and investment incentives, direct investment must
amount to, at least, 50,000 US dollars.

This Newsletter is intended for general distribution to clients and colleagues and the information contained herein is provided as a general and abstract overview. It should
not be used as a basis on which to make decisions and professional legal advice should be sought for specific cases. The contents of this Newsletter may not be reproduced,
in whole or in part, without the express consent of the author. If you should require further information on this topic, please contact Luis Saragga Leal (luis.saraggaleal@
plmj.pt) or Manuel Santos Vitor (manuel.santosvitor@plmj.pt).
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