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[.INTRODUCTION

ANGOLA

LR

Angola has outlined a strategy to consolidate peace, reconciliation and national reconstruction
following the troubled times that Angola went through as a result of more than two decades of
armed conflict in the country.

The Angolan economy still depends largely on revenue from oil exploration. However, it is the
Angolan Government’s intention to sustain the country’s future with the development of the so-
called short-term non-oil economy, notably by building the infrastructures the country so
desperately needs, developing capital markets, such as banking and corporate investment, that will
shortly lead to the creation of the Derivatives Stock Exchange of Angola (DSEA) and the
development of the real estate and gas sectors, whose liberalisation has already been approved by
the Council of Ministers.

It is estimated that that the foreign private investment channelled to the non-oil sector exceeded
1.3 billion USD in 2009, most of it going towards the sectors related to construction, agriculture,
fisheries, food, tourism and real estate. Significant private investment in the country is the true basis

for a sustainable future for Angola as a source of employment and consequent increase in social
welfare. Only then can the economy truly take off.

The Angolan market has become very attractive to foreign investors and has even aroused the
interest of the G8 countries, mainly due to double-digit economic growth in recent years. Its
natural potential means that Angola is likely to become the main focal point for international
investment in Africa.

Although the Angola legal system is shaped and inspired by the Romano-Cermanic European law
and Portuguese law in particular, it is not exactly the same, has been moulded by customs and
traditions that have led to it being applied differently. Special attention must be paid to the unique
characteristics of Angolan culture and its people.

This Guide to Investment in Angola is intended primarily to convey a simplified approach to the
Angolan market for potential investors in the country, but above all to present a summary of the
main business sectors in Angola.
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The Republic of Angola is a country on the west coast of Africa, bordered by the Democratic
Republic of Congo to the north and east, by Zambia to the east, by Namibia south and by the
Atlantic Ocean to the west. The territory also includes the enclave of Cabinda, which borders the
Republic of Congo to the north.

Angola occupies 1 246 700 km2 and has approximately 16.9 million inhabitants. The currency is
the Kwanza (AKZ).

The country’s capital city of Luanda is located on the Atlantic coast and is the main port and
administrative centre of Angola with a population of approximately 5.5 million inhabitants. The
country is divided into 18 provinces. The main urban centres, apart from the capital Luanda, are
Huambo, Lobito, Benguela and Lubango. Angola has a coastline of 1650 km, along the Atlantic
Ocean. Its main ports are Luanda, Lobito and Namibe.

Angola is a multiparty democracy with a presidential regime. The current President is José Eduardo
dos Santos. The government consists of a Council of Ministers appointed by the President. The
National Assembly has 220 seats and its members are elected by proportional representation for
four-year terms.

Angola is the third largest economy in sub-Saharan Africa and is the largest oil producer in that
region. Angola is also rich in minerals, especially diamonds (it is the fourth largest producer of
diamonds), oil and iron. It also has deposits of copper, manganese, phosphates, salt, mica, lead,
tin, gold, silver and platinum. The country’s main industries are related to oil and diamonds. It also
produces beer, cement and timber and has a fishing industry. The factories are fed by five hydro-
electric power plants, which have a significant output.

Despite its rich and abundant natural resources, it is still an underdeveloped country and is
dependent on its oil, which represents approximately 88 % of its exports of goods and services and
54% of GDP. Its GDP per capita was only USD 6500 in 2008, amongst the lowest in the world,
and it relies heavily on UN food aid.

With one of the fastest growing economies in the world, Angola is poised to become an active
member of the global economic community. Angola’s GDP growth averaged 9% between 1995
and 2004. The growth of oil revenues increased the GDP by about 20% in 2005. Due to its
privileged geographical location on the Atlantic coastline, its abundant natural and human
resources and its economic development policies focused on private investment, Angola can
provide interested investors with financial incentives that increase potential returns on capital.

The Angolan legal system comes from a Romano- Germanic heritage, with a system of legislation
that is largely codified. The courts are legally independent from political power and are structured
in a pyramid with the Supreme Court at the top.
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A new Constitution of the Republic of Angola was published in the Official Gazette of 5 February
2010. The new constitution included several important changes, particularly in terms of Angola’s
political and economic organisation.

The President is now elected automatically, as the head of the party or coalition list that wins the
most votes in general elections and it created the position of Vice President for the runner up on
the list.

Executive power is exclusively in the hands of the President. Consequently, the Government no
longer has any sovereign power and the post of prime minister has been abolished. The Council of
Ministers has become an auxiliary organ for the President in the exercise of executive power. As
such, the Ministers of State, Ministers and Secretaries of State only hold those powers that have
been delegated to them by the President. In this sense, there are no longer any Decrees. These
have been replaced by Presidential Legislative Decrees issued by the President and they may relate
to any matter not reserved to the National Assembly.

There have been changes in the field of fundamental rights, which are now wider and include
¢ te]
private property, free economic enterprise, environmental laws and intellectual property.

With regard to economic organisation, the state is the main regulator of the economy and national
coordinator of harmonious economic development.
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IV.INVEST
IN ANGOLA

1. The Legal Framework for Private Investment

Law 11/03, of 13 May — the Law on Private Investment — covers and regulates private investment in
Angola. It defines the principles for access to incentives and facilities to be granted by the Angolan
state to private investment which is covered in an independent piece of legislation. Private
investment can take the form of domestic or foreign investment. As opposed to the domestic
investor, a foreign investor is considered to be any non-resident individual or company who,
whatever their nationality, uses capital domiciled abroad, in Angola, with the right to transfer
profits and dividends abroad. It follows that the difference between a domestic private investment
project and a foreign private investment programme is the source and movement of capital
investment and not actually the nationality or residence of the investor.

Private investment projects, whether external or domestic are covered by Law 11/03, of 13 May.
The minimum that can be applied to investment projects is legally set at USD 100 000.00. At
present this limit should be considered as indicative since, lately, the practice has been to approve
investments that are in excess of that amount.

Private investment projects can be approved under one of two legal frameworks in the Act:

a) The system of prior declaration.

b) Contractual arrangements.
Under that law, proposals for investments equal or greater than USD 100 000.00 for foreign
investors (50 000.00 for domestic investors) up to a maximum of USD 5 000 000.00, are subject

to the prior declaration system. In practice, exclusively domestic investments that do not involve
this movement of capital from abroad to Angola may dispense with prior authorisation.

Proposals that meet the following conditions are subject to contractual arrangements (culminating
in the conclusion of an investment contract with the Angolan state):

a) Investment equal to or more than $ 5 000 000.00;

b) Regardless of the amounts, investments in areas where the operation may, by law, be done
through granting temporary operation rights;

c) Regardless of the amounts, investments in areas where the operation may, by law, be done
through obligatory involvement of the public enterprise sector.

The ANIP, or National Agency for Private Investment is responsible for authorisation processes, as
it is responsible for implementing Angolan policy regarding private investment, as well as the
promotion, coordination, guidance and supervision of private investments. The ANIP is thus a
privileged interlocutor for parties who are interested in investing in Angola, in most sectors of
economic activity, and is the entity to whom applications should be submitted for investment and
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which (either alone or in conjunction with the presidency - in case of contractual arrangements)
authorises private investment projects.

Once the proposed private investments have been approved, the ANIP issues a Private Investment
Registration Certificate (PIRC), which gives its holder the right to invest in accordance with its
terms. The PIRC is the document that certifies the acquisition of rights and the assumption of the
duties of private investor and should constitute the basis for all investment operations, access to
incentives and benefits, company formation, licensing and registration, dispute resolution and
other matters arising from the attribution of facilities and incentives.

So, after obtaining the PIRC and in order to import the capital for the project, the currency part of
the deal must be licensed by the BNA - Banco Nacional de Angola with the aid of a financial
institution chosen by the investor that is authorised to conduct foreign exchange business. If the
investment project involves the creation or alteration of companies, which must be authorised by
deed, the PIRC, issued by the ANIP must be submitted to the notary along with the relevant capital
import permit, issued by the BNA (stating the amount of capital invested on the back), failing
which the acts to which it relates will be considered null and void.

The PIRC must also be shown in order to import machinery, equipment, accessories and other
materials for investments that benefit from the facilities and exemptions under the law, which is the
responsibility of the Ministry of Commerce and the customs authorities.

It should be noted that investments in certain sectors (such as oil, diamonds and financial
institutions) are governed by specific legislation, without prejudice to the subsidiary application of
Law 11/03, of 13 May. Furthermore, the system established in the Economic Activity Sectors
Delimitation Law (Law No. 05/02, of 16 April) for the sectors included in the State Reserves,
including restrictions on areas of the economy outside private free initiative or that are specifically
limited should be taken into account.

It also should be noted that, as a rule, there is no legal requirement for foreign investors to join up
with national investors to implement projects. This rule does not apply to specific sectors like
media, aviation, oil and diamonds.

At the time of writing this Guide, the legal system applicable to private investment in Angola was
being reorganised and updated, but its contours are unknown, because they have not been made
public or disclosed.

2. Incentives for Private Investment

Law 11/03, of 13 May and Law 17/03 of 25 July, which regulates the customs and tax benefits,
govern the provision of incentives for private investment projects, whether these are domestic or
foreign, by establishing a set of measures directly related to those projects. Investment projects
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falling within the following sectors, areas or projects are covered under the scheme of tax
incentives:

Priority Sectors:
a) Agricultural production;

I 'J/?Uh(' LI/'I'/7U, whose end product incorporates at least 25% ()ﬁI'J\rV materials and domestic
b) Manufacturing, wi d product tes at least 25% of terials and domest

materials, or 30% of value added, or whose equipment and production process leads to
technological upgrading and modernisation of the respective industry;

c) Fishery industry and products;

d) Construction;

e) Health and Education;

f) Roads, Railway, Port and Airport Infrastructure, Telecommunications, Energy and Water;

g) Large cargo and passenger equipment.

Development Zones eligible for the Allocation of Financial Incentives

a) Zone A - covers the province of Luanda and the county seats of Benguela, Huila, Cabinda
and Lobito provinces.

b) Zone B - other municipalities in Benguela, Cabinda and Huila provinces and Kwanza Norte,
Bengo, Uige, Kwanza Sul, Lunda Norte and Lunda Sul provinces

c) Zone C - Huambo, Bie, Moxico, Cuando Cubango, Cunene, Namibe, Malange and Zaire
provinces.

It should be noted that the location and sector criteria are not cumulative. It should also be noted
that eligibility for these purposes normally requires a specific and well founded weighting for each
individual project. Apart from the general framework, Law 17/03 provides for special rules for
investments of an amount equivalent to USD 50 000.00 and USD 250 000.00 if the nature,
location and relevance for the regional and local economy justify the allocation of incentives
therein.

In practice, incentives for investment projects worth less than USD 250 000.00 have not been
granted and it is expected that that figure will increase soon. In the case of investments exceeding
USD 5 000 000.00, the incentives may be dependent on the terms negotiated in the investment
contract, and may even be extended.
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The incentives provided for in Law 17/03, of 25 July, may be ranked as follows:

Location Incentives

Customs duties: Tax on the capital:
investment operations . company promotin
P Industrial tax, . pany p ng
are exempt from investment operations

. the profits from
customs duties ; are exempt from
Development Zone investments are S
paying income

and other taxes on exempt from pavin
equipment (or 50% MmpeTrom paying tax on return on
industrial tax

reduction for used capital distributed to
equipment). shareholders.
Zone A 3 years 8 years 5 years
Zone B 4 years 12 years 10 years

15 years (the
subcontractors also
Zone C 6 years benefit from exemption 15 years
on the price of the
contract,)

Other Incentives

Exemption from property transfer tax on the purchase of land and buildings pertaining to the project
is to be requested from the appropriate tax office.

Exemption from customs duties: investment operations are exempt from customs duties and other
taxes on goods incorporated into or consumed directly in the production of goods (counting from
the start of operations, including testing).

Investment expenditure considered as losses, beyond the period of exemption from industrial tax,
for determining the taxable income:

- Up to 100% of expenses incurred in the construction and repair of roads, railways,
telecommunications, water supply and social infrastructure for workers, their families and local
inhabitants;

- Up to 100% of all expenses incurred in professional training in all areas of social and productive
activity;

- Up to 100% of all expenses resulting from investments in cultural sector and / or purchase of
works of art of Angolan authors or creators, provided they remain in Angola and are not sold for a
period of 10 years.
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Investors wishing to benefit from tax incentives, in either system of incentives, must satisfy the
following conditions:

a) Be in the legal and tax conditions for the exercise of their business;

b) Not owe amounts to the state or social security and not be in arrears with the Angolan
financial system, and also

c) Maintain proper accounting that is appropriate for the investment project assessment and
monitoring demands.

3. Fostering Angolan Entrepreneurship

Through the Law of the Fostering Angolan Private Entrepreneurs - Law No. 03/14 of 18 July - rules,
principles and measures were established to support domestic private companies. This is a
mechanism aimed at Angolan entrepreneurship, covering the kind of benefits and tools that are
potentially applicable to projects that qualify as national under the scheme. A correct definition of
the framework of partnerships that may be established in Angola may imply prior understanding of
the advantage of using these mechanisms.

Even those enterprises that are considered as Angolan may benefit from the support established in
the law on Fostering Angolan Entrepreneurship. To these ends, an Angolan company is any
individual or corporate company that is legally and regularly constituted or established, with
headquarters in Angola, which is wholly owned by Angolan citizens, as individuals or a family, or
at least 51% of the share capital is owned solely or jointly by Angolan nationals or companies.

As such, any company that is incorporated and headquartered abroad by foreign investors, who,
intending to invest in Angola and for reasons of economic structure, financial and other benefits
related to the internationalisation of national companies have at least 60% of their capital
contributions owned by one or more individuals, companies or equivalent national institutions, are
treated as domestic companies.

The Promotion of Angolan Entrepreneurs Law provides several types of incentives to be granted by
the state (and other public entities):

a) Tax incentives;
b) Financial support;
c¢) Technical support;

d) Rights, privileges and special property guarantees.
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As regards to financial support, projects to set up or expand domestic private enterprises may,
under certain conditions, benefit from the following financial support:

a) Subsidies (non-refundable financial support);

b) Financing (aid consisting of the provision of financial funds or capital to beneficiaries, which
are refundable and may take the form of loans or grants);

c) Venture capital (contribution, with private shareholders in the capital, by the State, a public
institution or a public company, individually or jointly to form a national company);

d) Access to private coordinated management funds;

e) Financing guarantees (financing guarantees that may be granted by other financial institutions
and are required for these beneficiaries, including: guarantees or other forms of loan guarantee
practiced on the national and international capital markets, bond issue guarantees).

Equally, and under certain conditions, certain special rights and guarantees can be granted, such
as:

a) Rights to sole, joint or competitive commercial or industrial operation, in a particular business
or part of the country;

b) Rights to a joint or competitive mining concession or exclusive operation, in a particular part
of the country pursuant to and in accordance with applicable mining legislation;

c) Rights to joint or co-participated oil exploration and production, in a particular geographical
area, pursuant to and in accordance with the applicable petroleum contracts and petroleum
legislation;

d) Pre-emption rights, in cases of foreign investors sales of their contractual rights to exploration
and production concessions in mining, oil, or operation of state or local government public
services, infrastructures or establishments to third parties, immediately after the rights of
companies or State Owned Enterprises, or

e) Pre-emption rights, immediately after the rights of companies or State Owned Enterprises,
in tenders to supply goods and services and public works contracts, provided the conditions
are of equal price and quality.
Citizens who have benefited from grants to encourage business and have established a national
company, or started a business project that falls under the grant have the right, as appropriate, to:

a) Overall enjoyment of the benefits that are granted, so long as they are strictly used for the
business purposes and other term and conditions and the possibility for an extension, set in the
concession contract;



Global Experience, Local Expertise

LIREAR |, KN RFR

EEt, ERELERAT, AR T —ERFARFIMELR , L

(1) EX—HBELSTER X , -1, KENRZENANEL., TilEENR
F;

(2) WEFERXWAEANT WICE , AREXR AR FHRENRZ S ORI
RHFVFRIRA

(3) BIFAXWAIERAN A BFANERILE , ERHEN L IEXSHRKENRALE
25 TR AmIT RMAEF= AR ;

(4) BABERAEHULERT BV, AhBRTRBTFNEXSENF , RELZL
EERFIABFLHRS, BEMRENSERA , RERUBSLE=TNE
BRF , ELRAHERRIZ G, TR LWRIRF;

(5) EXAFIERRUCE, FREMERNMENRENRIRT, E MR AR
SHAHF AR, L NEITE B F

REERFRULFSHLR, BERIERAFARET BT RRUFZHE , f155R T
RBEUTRF

(1) REHZERALSENARS TRIFSRENEXSER, BRSBTS EA
RERMAE , AR, T ZHRTFATRFE;

(2) PHERCHAKRAERBUTEA 45 B R , EIFEBCRARER IR
FEEBBIER SHEFNIEERPREOF , SZEME =77 HF
M BIFIEEN T ;

(3) AR SRTREEMBERIBALBORIE, ETUWSTEEHRME, %
HABERNARE , XLEBRJA B STERGEN ETRHPRALRANE
ERFERF.

BTFNRTFIR (EEENTFIEERN ) TEHSES (DBRFRHTE ) T
A (HBIIREVSFE ) BRRMIAER . FIE IFHBREBHIAN T AR SRR
BRAWE , XESREATIRREFNHIAELNT, MA , EFAAENLS, B
AN, HRNFFERENERS AL EHFTIR,



ANGOLA

L E I

b) Special guarantee of irreversibility of the effects of nationalisation and confiscation or
otherwise, protection against any claims by third parties or former owners of ex-nationalised or
ex-confiscated rights or those acquired under the privatisation scheme or the present system of
business promotion;

c) Ability to establish other guarantees or special advantages in the concession contracts
which, because of the specificity, complexity, or particular size of business project, are
negotiated as found convenient and stipulated in the concession contract.

The concession process is governed (within the bounds of law) primarily through free negotiation
between the parties (aid grantors) and concessionaires (aid receivers). The support and warranties
are governed by economic contracts that conciliate private and public interests, applicable to
projects for medium and large companies which set the support to be provided and the obligations
and compensation, deadlines and goals the concessionaires are bound to regarding the State or
other public entities.

Special rules apply to projects involving micro-enterprises or small businesses.

The provision of such support must be contractually guaranteed by collateral, whether in general,
in the achievement of set targets, or specifically, in the state or other public entity to recover the
capital lent and other loans.

4. Import-Export

The export of goods to Angola is subject to control mechanisms and means of ensuring compliance
by exporters of certain obligations imposed by law. International trade is a fundamental pillar for
economic development, given that approximately 90% of what the country consumes is
imported.

Angola approved a new legal framework in 2006 as part of the process to simplify and modernise
procedures in the area of foreign trade. This relies on a general rule to waiver compulsory pre-
shipment inspection of goods arriving in the country, which will now be exercised only in
exceptional cases contained in the law. However, the possibility of voluntary pre-shipment
inspection was included and the compulsory inspection of certain products remained in force.

Decree No. 41/2006 of 17 July, which covers the Regulation of Pre-Shipment Inspection (RPSI),
defines the legal principles and standards regarding the inspection of goods in the exporting
country before of their shipment to Angola.

Among the goods subject to compulsory pre-shipment inspection are: live animals, meat, fish and

shellfish, milk and dairy products, vegetables and plants, fruits, processed meat, fish or crustaceans,
sugars and confectionery, etc...
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The proper authorities (customs, sanitation and police) can also decide on the local inspection of
goods imported into Angola. This method can also be requested by the respective importers.

Most goods can be imported freely. There are, however, certain goods whose importation is
restricted, requiring the proper authorisation (pharmaceuticals, etc.), or their importation is actually
prohibited (roulette tables and slot machines, etc.)

The RPSI also allows the private sector to conduct pre-shipment inspection. Thus today, apart from
BIVAC International, two other firms, Cotecna and Société de Surveillance (SGS) have already
been accredited by the Angolan customs authorities (by Order of the Minister of Finance No.
404/2006 of 11 September, which established the new Licensing System for Entities that are
responsible for performing Pre-shipment inspections).

The inspection includes checking the quality, quantity, tariff classification, price comparison and
indication of the value of goods for customs purposes on which the corresponding rights and fees
will be due.

This process begins with the importer requesting an inspection and the required tests along with
the following documents: (i) commercial invoice with details of the FOB value and packing list, (ii)
transport documents and (iii) other documents as may be required (health certificates, certificates
of origin and results of laboratory tests).

After the inspection, two things may happen:

* A security sticker is put on the commercial invoice in the country of shipment, with the
number and date of the Verification Certificate - CRF (Clean Report of Findings ). This assumes
therefore that all the requirements have been fulfilled;

e |f some of the parameters that were analyzed do not comply, a Certificate of Noncompliance
- NIR (Negotiable Inspection Report “) is issued.

The customs clearance process has been simplified with the introduction of the Single Administrative
Document (SAD), which aims to simplify customs procedures and reduce time for goods to clear
customs. Likewise, and at the same time, a system of electronic acceptance of the Single
Administrative Document (EASAD) was introduced that allows importers to obtain the customs
duties payment note or see what the reasons for its rejection were in the shortest possible time.

The Angolan Customs Tariff is based on the Harmonised Commodity Description and Coding
System (HS) and there is currently a general trend towards the reduction of customs fees. The rate
of ad valorem duties applicable to imported products, regardless of their source, varies between
2% and 30%, according to their classification (indispensible, necessary, useful, superfluous and
luxury).
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Apart from custom duties, there are also other taxes such as Consumption Tax and Stamp Duty
(both treated below in connection with the Angolan tax system), the General Customs Fees (2.5%
ad valorem on CIF value), the Customs Brokers’ Fees and Wharf Fee (on containers remaining on
the wharf).

The main goods the country exports are:
° Oil
* Diamonds
e Refined petroleum products
* Cas
* Coffee
* Sisal
e Fishery products and their derivatives
e Timber

The following table shows the country’s trade balance:

Trade (% of GDP) 120.1 108.4 104.4
Net trade earnings(2000 = 100) 100.0 98.4 121.2
Foreign Direct Investment, net inflows (USD) 879.0 million 3.5 billion 1.4 billion
Long-term Debt (USD) 8.1 billion 8.2 billion 8.6 billion
Present value of debt (%) . . 68.5
Total debt (%) 20.7 14.0 14.8

Official assistance and development support (USD) ~ 306.7 million  497.1 million 1.1 billion

The main imported goods are machinery, electrical equipment, pharmaceuticals, food stuffs,
vehicles and component parts, textiles and military equipment.

The country’s main importing partners are Portugal, USA, South Africa, Japan, France, Brazil, UK
and China.
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The Angolan PPP bill will have passed into law by time this Guide is published. These new rules
will lead to the establishment of a framework that meets Angola’s need to broaden the funding
base of the Angolan economy without adding to government borrowing.

This will also allow the expansion of domestic and foreign private investment, even if at the end of
the agreed contractual period it is, or may be, in the public interest not to lose the ownership of
assets and to maintain control of the activities covered by the partnership.

With the arrival of the new law on PPPs, the Angolan state should decentralise its activities further,
through the various forms that the PPP may take, making these partnerships effectively a contract
to privatise the management of the sectors covered by private investment or mixed (public -
private).

Various sectors of Angolan economic activity where investment was reserved to the State by law
can now be carried out under the PPP model. This is especially true in the area of Road Concessions
(more than 8000 km of roads are still to be rehabilitated in the whole of Angola, with a planned
investment of around USD 3 million for this purpose, requiring solid partnerships that have the
proven ability to build and then manage those infrastructures), the Energy sector (infrastructures
like the extension of electricity grids to the provinces, the construction and maintenance of small
hydropower stations, power stations and all the energy infrastructure projects in the public sector
that require significant development) infrastructures such as logistics hubs, provincial airports and
seaports. The partners may also contribute to the development of other projects in the areas of
sanitation and sewerage. Agrarian Investment will be a major target for PPPs in order to revive the

“rKo/

agricultural sector that still sustains more than 75% of the population.
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A. Commercial companies

The progressive change in economic regulation in Angola, particularly with the opening of sectors
which were previously the exclusive domain of the state enterprise sector to the private sector, was
necessary to give producers the economic instruments to structure and organise their businesses.

Against the backdrop of a strong private business sector, the commercial company is the most
important company structure. As such, the Companies Law - Law No. 1/ 04, of 13 February - is a
code in the true sense and has a clear positive economic impact. It is also a response by the legal
system to the needs of a dynamic economic and an attempt by the system to legally conform to
the economic reality, following the principles of openness, transparency and fair competition.

The Angolan Law of Commercial Companies makes provision for five types of companies, (i)
general partnerships, (ii) private limited liability companies, (iii) public limited liability companies,
(iv) limited partnerships and (v) limited equity partnerships.

The structural complexity of limited partnerships and their lack of tradition in Angola make this
type of company uncommon in Angola. General partnerships, which are apparently a simple and
flexible structure, is the ideal base for Angolan businesses, however the almost complete lack of
own assets, means the partners” assets hold subsidiary liability for any company debts, making this
kind of company very unattractive to producers, given the inherent risk.

Private limited liability companies and public limited liability companies are and will continue to
be producers’ preference.

1. Establishment of a Commercial Company

In general, a company that does not have its effective headquarters in Angola, but wishes to
operate in the country for a period of over one year will have to establish a permanent office in
Angola.

Resident or non-resident foreigners may set up companies in Angola, where they will be subject to
different laws depending on the amount invested.

Investments of between USD 60 000.00 and USD 100 000.00 will be governed by general rules
of commercial and foreign exchange. On the other hand, investments greater than USD 100
000.00, regardless of whether those general commercial and foreign exchange rules also apply, are
generally covered by the Law of Private Investment.

In an attempt to simplify setting up a company, a One-Stop-Shop for companies was created in
2000 by Decree No. 7 / 2000 of 3 February. Its main aim is to bring together in one place all the
institutions that have to be contacted for setting up companies.
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If the members are not residents they have to go to the ANIP (Private Investment Agency) and
request the PIRC (Private Investment Certificate) and even if the status of the company is endorsed
by ANIP they also needed to get the National Bank of Angola’s license to import capital.

In addition to the above, they should open a bank account at an Angolan bank in domestic and
foreign currency.

As long as the above procedure for the authorisation of private investment is followed, the
establishment of a commercial company, whatever its legal form, involves the following
procedures:

Obtaining the business name certificate

Deposit of share capital

Signing of the deed of incorporation before a Notary
Publication of the articles of association in the Official Gazette
Business Registration with the Commercial Registry

Subsequent formalities - The company must be registered with the local tax office, the National
Social Security Institute and the National Institute of Statistics. Later, the company must request the
Trade Permit from the Ministry of Commerce. This is a legal document that enables the company
to conduct its business. Depending on any peculiarities of the specific activity, there may be other
formalities to be observed, such as permits to engage in foreign trade or specific permits.

One-Stop-Shop for Companies - Decree No. 7 / 2000 of 3 February created the One-Stop-Shop
for Companies (OSSC). The OSSC is a public service to help with the processes of setting up,
altering or closing businesses and any related acts. Thus, the OSSC is responsible for: i) issuing of
Certificates of Eligibility ii) granting deeds iii) completing the statistical records of the company or
firm; iv) registering the company on the commercial register and issuing the relevant certificate; v)
publishing the acts in the Official Gazette, vi) assigning the tax number and issuing the tax card
and vii) collecting the fees owed.

2. Public limited liability companies

Public companies (“SA” or previously “SARL”) are regulated in a separate chapter on the Law of
Commercial Companies, but most of that law applies to them as well. This kind of company has a
more complex scheme that the legal framework that applies to private companies, which we will
examine next.
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The main features of a Public limited liability company are:

Number of shareholders - As a rule, Public limited liability companies must have at least five
domestic or foreign shareholders (individuals or firms).

Share Capital - The minimum capital required to form a limited company is currently USD 20
000.00, expressed in national currency, represented by shares (registered or bearer, book entry
or certificated). All shares should have the same nominal value, with a minimum of USD 5.00
expressed in national currency. The payment of a maximum of 70% of the share capital in cash
may be deferred for a period not exceeding three years.

Public companies can issue securities that, in the same issue, grant equal rights and credits which
are called bonds. This issue is limited to the equivalent amount of the value of its equity, considering
the sum of the subscription price of all bonds issued and not redeemed.

Flexibility of capital - The transfer of shares is not subject to any special rules and depends on the
type of shares issued by the company. In the case of bearer shares, the transmission is conducted
by simply handing over the securities to the purchaser. In the case of ordinary shares, the transfer
takes place by their endorsement in favour of the purchaser, and must be reported to the company
for its registration. Finally, the transfer of book-entry shares requires to be registered in the
purchaser’s account.

The company statutes may provide for pre-emptive rights of shareholders or require consent by the
company prior to transmission.

Liability — In this kind of company, shareholder liability towards third parties is limited to the value
of their shareholdings.

Internal organisation - The Board of Directors manages the company affairs and has exclusive
powers to represent it. The number of members of the Board is determined by the company’s
articles of association. Public companies whose capital does not exceed the equivalent to USD 50
000.00 in national currency or which only have two members, may appoint a single director
instead of a board. Directors do not need to be shareholders but must be individuals with full legal
powers. If another company is appointed to the post of director, they should appoint a person to
hold office in their name.

The Board of Directors is responsible for deciding on any matter of company administration,
namely (i) appointment of directors, (ii) annual reports and accounts, (iii) acquisition, sale and
encumbrance of property, (iv) opening or closing of establishments or important parts thereof, (v)
significant expansion or reduction of company activity, (vi) change of registered office and share
capital increases, in accordance with company contract and (vii) any other matter on which any
director requires a board resolution.
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Public companies are managed and supervised by the board of directors and the audit committee
(or by an administrator and auditor).

When an auditor is responsible for the company supervision, this can be done by an accounting
firm or auditors. The members of the audit committee should be individuals with full legal powers,
and may include accounting firms and law firms who must appoint one of their experts or members
to attend audit committee meetings, board of directors meetings and the general meeting.

The auditor or the audit committee must (i) supervise the administration of the company, (ii)
monitor compliance with the law and the articles of association, (iii) regularly verify the books,
records and documents that serve as their support, (iv) verify the accuracy of the accounting
documents and (v) carry out such other responsibilities pursuant to the law or the articles of
association.

General meetings - The general meeting of shareholders must be held in the first three months of
each year to (i) decide on the management report and financial accounts, (ii) decide on the
proposed distribution of earnings, (iii) appraise the management and supervision of the company
and (iv) make any appointments that fall within its competence.

As a rule, resolutions are passed at the general meeting by simple majority of votes cast by the
shareholders present at the meeting, unless otherwise stipulated by law or the articles of
association.

In the absence of any other contractual clause, each share represents one vote. The articles of
association may (i) attribute a single vote to a number of shares, provided that all the shares issued
by the company are covered and one vote is attributes to every shareholding equivalent to USD
500.00 in the corresponding currency or (ii) establish that no votes are counted over a certain
number, when issued by a single shareholder, in his own name or as the representative of another
member.

Among the qualified majorities required by law are any decisions related to changes to the articles
of association, raising capital and mergers, divestiture, transformation or dissolution and liquidation
of the company.

As a rule, the tax year matches the calendar year, that is 1jJanuary to 31December, but authority
may be requested from the tax authorities to alter this.

3 Private limited liability companies

Private companies are also covered in a separate (‘/mpler on the Law of Commercial Companies,
as well as most of the same law. This type of company adopts the words “Limited” at the end of
its name.
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Private companies have the following features:

Number of members - This type of company should have at least two members.

Liability of Members — The members are not accountable to corporate creditors, but only to the
company. Each member is immediately liable for payment of their own capital, and subsidiary and
jointly with other members, for all the capital injected into the company.

The company articles may stipulate that one or more members, in addition to responding to the
company in the terms given above, they are also liable towards corporate creditors up to a certain
amount. This liability, as is stipulated, may either be jointly with the company, or as a subsidiary in
respect thereof. Once the member pays any company debts, unless otherwise stipulated, they
have a claim against the company, but not against other members, for the total amount that was
paid.

Share Capital - The minimum capital required is an amount equivalent to $1,000.00 in local
currency, of which 50% of the initial cash contributions may be deferred for a period of up to three
years and the capital cannot be reduced to an amount any lower than this.

The capital is divided into “shares”, which may have different values, though never less than the
kwanza equivalent of US $100.00. The name of the shareholders of should appear in the articles,
making them name-linked. Any subsequent agreement for the transfer of shares or capital increase
will be subject to registration and mentioned in the company deeds.

The transfer of shares will be conducted by public deed and later registered at the appropriate
Commercial Registry. The articles of association may set limits or conditions on the transfer of
shares or pre-emptive rights in favour of other shareholders or the company itself. The transfer of
shares has no effect on the company unless it agrees to the transfer, except for shares transferred
between spouses, parents, and children or between members.

Publication of accounts - The general assembly must approve the annual accounts within three
months from the close of the fiscal year to which they relate. The publication of accounts is
mandatory.

As a rule, the fiscal year matches the calendar year, i.e. between January 1 and December 31 but
authorised may be requested from the tax authorities for any alteration.

Internal organisation - One or more managers must be appointed, but they do not have to be any
of the members. Managers must act in line with the object of the company and respect the
shareholders’ resolutions.

When the articles state that corporate management is exercised by all the members, this does not
extend to members who acquire the shares at a later date. A manager’s term of office lasts until
they are dismissed or resign, unless the partnership agreement or the appointment sets a time
limit.
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The limited company contract can create an audit committee which is governed by company
regulations.
Resolutions are passed at the general meeting by a simple majority of votes cast by the members
present at the meeting, unless otherwise stipulated by law or regulations.
Qualified majorities are legally required for deliberations related with amendments to the articles
Qualified majorities are legally re od for deliberations related with amendments to the articles
of association such as capital increases, mergers, divestiture, transtormation or dissolution and
liquidation of the Company.
Distribution of earnings - This type of company must distribute at least 50% of annual distributable
profits, unless otherwise stipulated in the articles of association or opposing resolution approved
by a majority of 75% of the capital.
Managers can also receive profits, provided that the articles of association allow it but only after
the members have already received their share of the earnings.

e creation of a legal reserve follows the requirements already mentioned above in relation to
The creation of a legal res follows th ments already mentioned abo 1 relation tc
limited companies.

B. Forms of representation

The choice between the establishment of a permanent representation in Angola or a company is
basically a question of economics, since the costs associated with opening a branch are similar to
those for setting up a company and a private investment project still has be submitted to the ANIP
and it also requires a notary and several records and registrations.

1. Branches

Branches of foreign companies are regarded as non-independent legal entities which must always
report to the “parent”, but which act as a structure with their own business skills and a high degree
of autonomy.

The “parent” assumes unlimited liability for the obligations assumed or attributed to the branch,
arising from contracts and its activity.

The branches do not have their own committees or bodies and their management is typically
entrusted to an attorney who has his powers of attorney issued by the “parent company”.
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2 Representative office of foreign company

Under Decree No. 7 / 90, of 24 March, there is also the possibility for non-resident tax and
exchange entities to establish an office in Angola. The representative office has the task of looking
after the interests of the entity they represent in the country, accompanying the businesses that are
conducted in this country. The representative office is strictly forbidden to conduct legal acts or
raise revenue in domestic or foreign currency. Payments made for or by the representative office
will have the sole purpose of covering the expenses of their operation.

For these reasons, representative offices are an effective mechanism to streamline foreign exchange
issues but they can be rather inflexible in the long run, especially with regard to legal acts. This form
of representation is usually associated with the early phases of operation.

Representative offices of financial institutions follow a specific system.

C. Participation account contracts, consortia and Joint ventures

Law No. 19/03 of 12 August 2003 has a profound impact on business organisation and foreign
investment in Angola, as it aims to completely regulate commercial cooperation contracts that
most legal systems recognise as typical, in particular, participation account contracts, consortia
and joint ventures.

Besides the delineation of these three contracts, the law opens the door to the parties’ negotiating
freedom and signing other cooperation agreements that are not expressly provided, providing the
terms and conditions under which this negotiating freedom can be exercised, particularly with
regard to content of the contract and its form.

1. Consortium contract

Law No. 03/19 of 12 August, defines a consortium agreement as a contract by which two or more
individuals or companies are obliged to carry out, jointly and temporary, a certain activity or to
make a certain contribution, the latter in principle in the form of tangible objects or their use,
unless the contributions of all members are in cash.

Again, the rule is the requirement of a written document, unless there is any transfer of property,
in which case the contract is only valid if signed by deed.

ere are two types of legally consortia:
There are two types of legall 15ortia

a) Internal consortium - in this type of consortium, only one of the consortium members has
contact with third parties or if all members of the consortium contact others, they do not refer
to this explicitly;
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b) External consortium - in this kind of consortium, all members have contact with others and
make explicit reference to that fact.

The consortium as such has no legal personality. In the relations of the consortium members with
third parties no active or passive solidarity is presumed among its members. As an example, the
obligation to compensate third parties for civil liability is restricted to the members of the external
consortium and that, by law, such liability is attributable, subject to the internal arrangements
regarding the distribution of that encumbrance. Moreover, a common fund cannot be created to
the extent that this amounts to a conciliation between activities undertaken individually by various
members of the consortium.

One of the members is appointed to lead the consortium and they will be responsible for, amongst
other things, internally organising cooperation between the parties in achieving the goal of the
consortium, promoting measures for implementing the contract, employing due diligence as a
manager, and, externally, negotiating and signing contracts with third parties.

Itis, therefore, a legal system that will be of immense practical importance in the coming years due
to its special adaptation to the commercial activities that are at the forefront of Angola’s economic
recovery. In Angola, the most common examples of consortia are construction contracting
companies, oil companies exploring and operating oil and gas fields and credit institutions for the
joint funding of certain clients.

2. Joint venture contract

Finally, Law No. 03/19 of 12 August, defines the joint venture contract as that by which individuals
or companies are associated in order to improve the operating conditions or the earnings of their
economic activities. Unlike what happens with the other kinds, here there is equity capital and the
law confers the consortium with legal personality.

Bearing in mind the similarity with the corporate legal framework arising from the capital structure
and a new legal personality, the law requires a public deed and compliance with the formalities
required for opening companies, particularly with regard to registration formalities. Subsequently,
company law applies to the joint ventures.

The main purpose of joint ventures cannot be to obtain and share profits, but the deed of
constitution can allow it as a secondary purpose.

The individual companies are jointly liable for the debts of the joint venture, but creditors cannot
require the individual companies to pay the debt while the joint venture assets are available.

In the absence of any contractual provision, members of the joint venture are forbidden from any
activity that is in competition with the purpose of the joint venture.
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This law provides the Angolan legal system with a fundamental legal instrument for its renewal and
modernisation. The idea of freedom of association in any of the structures under the law, whether
in respect of private autonomy (including the establishment of cooperation figures that are not
defined in the law) or in not subjecting any of the figures to administrative permits, is an indisputable
sign of the openness of the system, which in the coming years, will have important and positive
consequences, both inside the country and as regards the level of foreign investment in Angola.
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1. Financial Institutions

The Angolan financial institutions have changed significantly in recent years. There has been an
internationalisation of the Angolan banking sector through share acquisitions in several foreign
banks, giving greater visibility and increasing the credibility of the Angolan banking system and
positioning it on the global financial scene. Knowledge of the Angolan financial market is therefore
increasingly important for anyone who wants to invest in the country. There are several banks
operating in the country today with domestic, foreign or mixed capital. The Derivatives Stock
Exchange of Angola should open in 2010, as well as other financial instruments — such as mutual
funds and real estate funds are still in draft legislation, but there are some that already exist — that
are changing the market a lot.

The regulation of Angolan financial institutions is based on the Law of Financial Institutions - Law
No. 13/05, of 30 September. This law covers banks and other similar institutions such as exchange
offices, leasing companies or financial leasing. These institutions are supervised by the BNA -
Banco Nacional de Angola, a public entity with legal autonomy, which also has other duties,
notably in matters of foreign exchange and financing of the Angolan State.

The creation of financial institutions based in Angola requires a permit from the BNA, once having
proven to the regulatory institution that the financial institutions have the necessary human,
material, technical and financial resources, and are administered by competent, reputable
individuals.

The development of banking or similar activities on a permanent basis by foreign entities should
not be performed in a cross border basis in Angola. Generally, services should be provided through
a local representative for this purpose and all that is necessary is the aforementioned prior
permission from BNA. Representative offices are not permitted to conduct banking or similar
services.

Any statutory change in Angolan financial institutions requires prior authorisation from the BNA.
The acquisition or disposal of major holdings - understood as representing a percentage of at least
10% of the voting rights in financial institutions - also requires prior notification to the BNA and a
confirmation that this does not oppose the project.

The Law of Financial Institutions sets the rules of conduct applicable to financial institutions on
matters such as professional secrecy, information to clients, avoiding conflicts of interest,
competition and advertising. The law also establishes requirements for the equity capital, obligatory
reserves, relations and prudential levels and accounting. These rules are detailed and complemented
by regulations published by the BNA, which adds requirements in other fields, such as solvency
ratios and prohibitions and limits on credit transactions.
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2. Banco Nacional de Angola (BNA)

With the new Constitution of the Republic of Angola, the Angolan government decided it was
necessary to alter the organic law regulating the BNA, specifically in the field of participation,
definition, conduct and implementation of monetary policy and exchange rates in the country,
making it fit in to the new legal and constitutional framework better.

The BNA, as the central bank and issuer, guarantees the preservation of the value of the Angolan
currency and participates in the definition of monetary, financial and exchange policies.

This entity has the exclusive right to issue banknotes and coins.

While the Angolan mint has not been established, the BNA is authorised to contract foreign firms
for the printing of new monetary standard notes through competitive bidding procedures.

Among the various functions that the entity performs, is supervision, especially regarding
applications to set up financial institutions, as well as any division, merger or change of purpose,
and to assess the reputation and fitness of officers and directors of these institutions, or define the
scope of supervision on a consolidated basis.

It is also responsible for carrying out inspections on institutions and their establishments under its
supervision and to conduct inquiries into any entity or where there is suspicion of monetary activity,
financial or exchange malpractice, to see all files, books and records, and obtain proof of the
Operalions of the a(‘counling records, contracts, agreements and other documents it deems
necessary to exercise its supervisory function.

The Banco Nacional de Angola may grant financial institutions loans for no longer than three
months, as the Board considers desirable, so long as there are guarantees such as assets that the
BNA is authorised to buy, sell, or trade or invoices and other similar credit notes.

This authority is also empowered to license, revoke the license and oversee the individuals and
companies that trade in gold, without prejudice to the non-foreign exchange and foreign currency
rules that apply.

3. Financial investment

The Angolan investment sector includes, among others, companies such as brokerages, investment
fund management or credit securitisation, asset management, stock exchanges, share management
companies. The law that applies to this sector is the Securities Law (Law No. 05/12 of 23 September),
and the CMC - the Angolan Capital Market Committee, is the regulatory body.
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The Securities Law requires an authorisation granted by the CMC for the establishment of an

investment firm in Angola, once they have completed the process through which they can prove
that the undertaking will be able to develop its business.

The CMC also has powers to oversee the day to day activities of these companies in terms of
compliance with rules of conduct and compliance with prudential requirements.

As previously stated, and according to the official website of the CMC, specific regulations are in
the pipeline applicable to companies managing investment funds and real estate, stock exchanges,
securities firms, distributors, the launch of public offerings and public companies. The opening of
the Derivatives Stock Exchange is expected shortly and there are  great expectations about the
impact of the regulated market in Angola.

4. Exchange rate system
Angola has a restrictive foreign exchange system, unlike some African jurisdictions.

The exchange rate system has three categories of capital transactions - current invisible operations,
capital and goods transactions - but all three operations have a common characteristic in that they
constitute acts, operations, contracts, transactions between residents and non-residents and / or
capital movements between Angola and abroad.

The Angolan financial institutions have a key role in the exchange rate system, namely in the
settlement of transactions in the same way that the BNA, as the supervisory body, plays a
fundamental role in the exchange rate system, particularly in terms of its sustainability through
supervision and regulation, authorisation rules, licensing and registration of foreign exchange
operations.

As an example of how the BNA sits at the centre, let’s take the case of presenting a private
investment project to ANIP, which, once approved, always requires a Capital Import Permit (locally
known as “LIC”), from the BNA, without which the investor cannot import the capital declared on
the investment project into Angola from abroad. When the LIC is issued, the investor is able to use
a financial institution to deposit and move the capital.

This matter is essentially governed by the Foreign Exchange Law - Law No. 5 / 97, of 27 June - which
is supplemented by other BNA statutes and regulations applicable to the different types of foreign
exchange transactions referred to above.

Foreign exchange operations are generally characterised as follows;
fe] ¢ ¢ /

(i) the settlement of “goods transactions” can only be processed through the purchase of foreign
currency from a bank domiciled in Angola, and you must present certification of the import or
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proof of shipment to the institution, or use foreign currency accounts. The settlement of export and
re-export of goods generally requires the intermediation of a bank that is authorised to conduct
foreign exchange business in Angola;

(ii) The “current invisible operations” may be subject to BNA authorisation, depending on the
nature and the amount involved. These operations include, for example, costs associated with
transport, insurance, travel, trade commissions, patents and trademarks, salaries, payments for
services in general or others which are listed at the end of the statute that governs the current
invisible operations.

Regarding the nature of the operation, as mere examples, they may be unilateral bank transters or
commercial operations arising from commercial contracts or agreements. It is important to note
that different kinds of foreign exchange transactions may involve different levels or limits above
which prior BNA aut horisation is /'equi/‘e(/;

(iii) The “capital operations” always require prior BNA authorisation. These operations include
various financial transactions such as the issue and redemption of government securities and

bonds, acquisitions, setting up a business, acquisition of businesses or property, granting and

repayment of loans and other receivables, issuing and executing guarantees, purchase or sale of
shares, or personal acts and even donations and inheritance, and other operations that are given
at the end of the statute that governs capital operations.

5. Financial institutions in Angola

The following financial institutions are currently operating in Angola:
* Banco de Fomento Angola (http://www.bfa.ao);
* Banco Espirito Santo Angola (http://www.besa.ao/);
e Millennium Angola (http://www.millenniumangola.ao);
* African Investment Bank (http://www.bancobai.ao);
* Banco BIC Angola (http://www.Bancobic.ao);
* Bank of Commerce and Industry (http://www.bci.ao);
e Savings and Credit Bank (http://www.bpc.ao);
e Finibanco Angola (http://www.finiBancoangola.co.ao);
e International Business Bank (http://www.bni.ao);

* Banco Privado Atlantico (http://www.bpa.ao);
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* African Investment Bank (http://www.bancobai.ao);
* Banco BIC Angola (http://www.Bancobic.ao);
» Bank of Commerce and Industry (http://www.bci.ao);
 Savings and Credit Bank (http://www.bpc.ao);
* Finibanco Angola (http://www.finiBancoangola.co.ao);
* International Business Bank (http://www.bni.ao);
» Banco Privado Atlantico (http://www.bpa.ao);
* VTB Africa S.A (www.vtb.com);
» Banco Sol (www.bancosol.ao);
« Stock BMF Bai - Bai Micro Finance;
» Angolan Bank Business and Commerce;

« Commercial Bank of Angola;
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VIII PROCUREMENT The legal framework governing public contracts is currently regulated by Law 20/10 of 7 September,

the Public Contract Law. This law revoked Law 7/96 of 16 February (on public expenditure, the
provision of services, leasing and purchase of movable assets), Decree 40/05 of 8 June (on public
works contracts), Decree 26/00 of 12 May and Decree 40/05 of 8 June.

The law came into force on 6 December 2010. One of the purposes of the current legal framework
is to simplify procedures for purchasing goods and services and increase the use of new technologies
in public contracts.

a. Scope of él[)[)/f('élff()l7

The legal framework in question applies to the following state bodies: (i) the state’s central and
local government bodies, (ii) the National Assembly, (iii) the courts and Attorney General’s Office,
(iv) local authorities, (v) public institutes, (vi) public funds, (vii) public associations and (viii) state-
owned companies entirely funded by the State Budget (which will be subject to special
regulation).

The law introduces new aspects, such as the creation of a Public Contract Office and a public
contract portal. The Public Contract Office will provide support to the Executive in defining and
implementing public contract policies and practices and should hopefully have branches in all
provinces. The portal will provide all bodies subject to the law with information on public contracts.
It will have electronic platforms, and a special law will lay down the rules on their constitution,
operation and management.

Public contract procedures have been reduced to four, after abolition of direct adjustment:
a)  public call for tenders
b)  restricted call for tenders with pre-qualification
c)  restricted call for tenders without submission of applications
d)  negotiation, with or without publication of a prior announcement

For leasing and purchase of movable assets or services the so-called electronic law may apply,
provided that certain conditions are met.

The rule on the choice of procedure was based on estimated value. The law has an annex containing
a progressive table of contract values, from AKZ 5 000 000 (level 1) to a maximum of AKZ 1 100
000 000.

The law also sets out the following special procedures:

a)  Calls for tenders for design work
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b)  Dynamic electronic acquisition systems
c)  Method for hiring consultancy services

The law also provides for setting up buying centres to centralise public works contracts, leasing and
the purchase of goods and services.

One provision of the law is on the development of entrepreneurship. It lays down that Angolan
bodies should be given preference in admission, qualification and selection. Foreign entities’

5 5
participation is limited to the submission of bids worth more than:

a)  AKZ 500 000 000 (contracts)
b)  AKZ 73 000 000 (purchase of goods and services)

As an exception to this rule, foreign entities may bid for contracts of a lower value or in contracts
in which the procedure does not depend on the value, provided that there are no eligible persons
or entities in the Angolan market or this is decided upon by the awarding party for the sake of
convenience.

After the revocation of the previous Law on Public Works Contracts, this matter also came under
a specific chapter of this law, as was the case with contract litigation.

Rules on Contracts with the State

Presidential Decree 24/10 of 24 March on the implementation of the 2010 State Budget laid down
new rules on contracts for the supply of goods and services to the state and other public bodies.

These rules include: (i) no deposits higher than 15% of the overall value of a contract without
authorisation from the Ministry of Finance on justifiable grounds, in which case these payments
may be as much as 30%; (ii) no addenda to contracts being performed or finalised with a value
of more than 15% of their initial value and (iii) obligation for contract payments to be in kwanzas,
although with some exceptions.

This decree came into force on 24 March 2010 and applied immediately to contracts that were in
effect and had been signed after 1 January 2010. Contracts signed after 1 January 2010 with no
clause on budgetary coverage must be amended accordingly.



Global Experience, Local Expertise

LIRAR |, KN FR

RIZENE , BRI XMW OLMEEFBFLARERE, EMRM E YRS

ZERERAFZIFNATLVEBRNARXUWEFFNEAN, BEFEMESE
FU—ERENLEUEHEL R AR LR ZRNIRNEE N TRIEFRS

$2$500,000,000 (24 E)
$2#.73,000,000 ( BUAF R S MRS )

ZREANBEEFNER, IABLTTRE—EETFLERAERFNIER
R, BEBELYLRFNIERREEEN DN (WBUFEMBXN R ) ELERERNT BN S
& , BIFHI KM & BB SR E XN RFRERRERMWRRFR, AEA T ALl
BH5o

EFHBFLARXMES  ZEAELTRFIEREIN FLMN—F  ELAHER
iﬁiﬁﬁ_ﬁo

BT R A

$£24/1053824B R 8ED R TFHIT2010FERFTAERR WS, IBAFME ML
HP MR WY RFIRS M T FHHE

HAESE: () EMBERERESCENERERNNELT, fRAITETEET
BEEMNEN15% , —ERHHRBEREIENG , aRTEEEREEMNER30%;
(i) EEIREEM I E D T EB IS RBKANEN15% (i) SRNREEARTH
HHTH , AR -EHHRBER T AN,

ZETH20105F 342484 %, B2010F1 A1 EXITE RN SR E R 1ZE
To 20101 AMAEXITNERFTEMESLE N, B2 AI#TIER.



IX.TAX SYSTEM

ANGOLA

L'

The Angolan tax system includes income tax and taxation on purchases, financial operations,
transfers of real estate and gifts in general (also called property tax) and imports into and exports
from Angola. In addition, some aspects affecting the entire tax system are systematised in the
General Tax Code.

From the point of view of taxation on the business activity of companies established in Angola,
reference will be made to all these taxes, with the exception of inheritance and gift tax. We will also
mention personal income tax (including income from management positions) and social security,
because of their, albeit indirect, importance to business activities.

Angola has not yet signed any agreements with other countries on double taxation.

1. Tax on income from employment and social security contributions

Employees (and members of the professions, among others), including company managers, are
subject to tax on employment in Angola.

The tax rate for workers and managers or other members of corporate bodies is progressive and
varies between 5% and 17%. Tax on their income is withheld at source. The 17% rate applies to
parts of income exceeding AKZ 230 000 a month.

Taxable income comprises salaries, subsidies, bonuses, commissions and other additional
remuneration, including payment in kind. It excludes, among others, severance pay, social security
contributions, rent subsidies up a maximum of 50% of the total rent, subsidies for errors, daily and
holiday subsidies, the Christmas bonus, and entertainment and travel expenses up to the limit of
the amounts established for state employees.

Salaries and additional remuneration are subject to social security contributions at rates of 8% for
employers and 3% for employees. Employees working in Angola temporarily who can prove that
they are covered by social security in another country can choose not to be covered by the local
service.

2. Industrial Tax

Angola does not have a general single tax on the income of companies or other legal persons.
Instead, it taxes income that a company (or a natural person, when there is also taxation on work
income) may receive on the basis of three partial taxes. One of these, Industrial Tax, has a structure
and scope similar to a general tax, as we will see.
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Industrial Tax is levied at a rate of 35% on profits from business and industrial activities and at 20 %
on profits from agriculture, forestry and stockbreeding obtained in Angola or aboard in the case of
companies based in Angola or with a stable establishment in Angola for companies domiciled
abroad.

Industrial Tax comprises three taxation groups or frameworks:

“A”  This group must be applied to larger companies, though it is open to all taxpayers who
opt for it. It covers profits (including capital gains) for the financial year calculated in their
accounts and corrected pursuant to tax legislation, such as state-owned corporations, public
limited and private limited companies, commercial firms and credit institutions, among
others.

“B”  This group applies to medium-size taxpayers, i.e. those that are not obliged to be included
in group A or fall under group C, or to taxpayers for isolated acts, in which taxable income is
calculated as a percentage of turnover or, if this is impossible determine, as a percentage higher
than the value of purchases or costs of services rendered.

“C” Group C is limited to smaller individual taxpayers (not companies), whose taxable
income is fixed (indisputable presumption of profit) on the basis of the category, location and
branch of activity of the place of business (Minimum Profit Table), such as taxpayers who are
self-employed or do not keep books, among others.

Minimum profits are established (minimum taxable income) and charged for Industrial Tax
purposes on the basis of the category, location and branch of activity of the place of business
(Minimum Profit Table).

Group A is prone to problems of double taxation as the taxable profit of this group includes the
company'’s overall profit, which naturally includes income from property (also taxed under the
IPU) and income from capital investments (also taxed under the IAC).

There are Industrial Tax mechanisms that deal with the problem of double taxation in different
ways. They include exemption from Industrial Tax for companies whose business activity is limited
to managing their own properties, exclusion from taxable income in certain circumstances of
profits received by companies distributed by subsidiaries subject to Industrial Tax, deduction from
Industrial Tax from taxable income by companies, whenever the above exclusion from taxable
income is not made, of the tax on capital investments and urban property tax that they have paid,
subtracted as a percentage equal to that of the Industrial Tax. In addition, credit institutions subject
to Industrial Tax are exempt from Capital Investment Tax on interest on loans, lines of credit and
late payments.

Taxation of income from building contracts and other services (not covered by Income Tax), which
applies to management, technical assistance and similar contracts, is withheld at source by the
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contracting entity at the 35% set out for Industrial Tax on a taxable income of 10% or 15% of the
value of the contract (amount billed), as the case may be.

This taxation is equivalent to actual rates withheld at source by reference to the total value of the
contract of 3.5% (building contracts) and 5.25% (other services). Whenever the earner of the
income owns a business in Angola, the tax withheld is considered payment on account of tax owed
by way of Industrial Tax. Otherwise, the tax withheld is considered final and definitive.

3. Tax on Capital Investments

As its name suggests, the Tax on Capital Investments (IAC) applies to income from the investment
of capital, such as interest, distributed profits and royalties, at a rate of 15% or 10%, as the case
may be.

In terms of territorial coverage, the rules vary between the taxation of entities with a business based
in Angola for income from capital investment, whatever its origin, and also taxation of non-residents
in Angola and those which have no permanent establishment, for income from capital investments
with their origin (established debtor) in Angola, which is the case of interest from loan agreements,
and taxation only of income from capital investments (established debtor) in Angola, which is the
case of distributed profits and royalties. Finally, credit institutions are exempt from this tax in the
case of interest on loans, lines of credit and late payments, provided that they are subject to
Industrial Tax.

4. Urban Property Tax

Going from the more specific taxes to the more general ones, we have Urban Property Tax, which
applies to income on urban properties in Angola, at a general rate of 30%.

The income in question is rents actually generated by a property or the value of the utility that is
or can be obtained it by those who use the property (rent imputable to the property or lease value
resulting from appraisals), minus certain eligible expenses.

This taxation by reference to the lease value of the property makes it a mixture of income tax and
tax on assets. Properties used for an industrial activity without payment of rent are excluded from
this taxation by reference to the lease value.
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5. Consumption tax

Consumption tax (IC) applies to the production (in Angola) of goods (with the exception in certain
cases of goods for export, some agricultural and similar products and artisanal production),
imported goods, water, power, telecommunications and hotel and connected services and the
purchase in auction and sale by customs or other public services.

Raw materials and subsidiary materials incorporated during the manufacturing process, capital
goods and spare parts (used in the manufacturing process) may be exempt from this tax. Even in
the case of production, taxable income consists of the price of goods paid by the purchaser and
the tax is only payable at time of sale. The general rate is 10%, though there are other, lower rates
(zero, 2% and 5%) and higher rates (20% and 30%) for a wide variety of goods. The tax is
declared and paid on a monthly basis.

6. Customs duties

Customs duties are essentially levied on transnational transfers of goods. The Angolan Customs
Tariff is based on the Harmonised Commodity Description and Coding System (HS) (64), which is
also used by the European Union, for example. Ad valorem duties on imported products, regardless
of their origin, vary between 2% and 30% and the rate is fixed on the basis of the classification of
the goods (essential, necessary, useful, superfluous and luxury).

Other taxes also have to be paid in addition to customs duties, such as the above-mentioned
Consumption Tax, Stamp Duty (on the CIF customs value of the product), service charge (on the
value of goods of any type), clearing agents’ fees (based on the value of the products) and a wharf
connection charge (on containers placed on the dock).

In general (with exceptions) exports of goods to Angola with a CIF value of USD 5,000 or more to
legal persons or USD 10,000 to natural persons or exports of motor vehicles, irrespective of their
value, must undergo a pre-loading inspection by a private company (such as BIVAC International,
AS or Bureau Veritas) selected for the purpose by the Angolan authorities.

These inspections include checking their quality, quantity, value, freight charges, technical,
commercial and sanitary characteristics and customs classification, in order to speed up customs
clearance at the port of destination.

Construction materials exempt from customs duties

Decree-Law 24/09 of 11 December enshrines a special customs framework for the import of goods
for the construction of social housing or what the law calls the state’s complementary housing
policy entailing exemption from import duties and consumption tax.
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These exemptions apply to certain materials, such as accessories for copper pipes, zinc plates,
sheets and strips, fibre cement, cellulose cement and similar products and synthetic polymer or
modified natural polymer paints and varnishes dispersed or dissolved in non-aqueous media.
When these materials are imported they must be accompanied by a declaration of commitment to
exclusive use in the construction of social housing in Angola, duly confirmed by Instituto Nacional
de Habitacao.

This legal framework is designed essentially to protect the Angolan national market by laying down
that this exemption from import duties and consumption tax does not apply if the goods in question
exist in Angola.

7. Property Sales Tax

Property Sales Tax is levied on the sale of real estate in Angola and also, among other special cases,
on leases for 20 years or more, transfer of concessions granted by the government for exploitation
by industrial companies (including the company’s operating material transferred with the
concession) and acquisitions in public or private limited companies owning real estate, when 75%
or more of the company’s share capital is owned as a result (as set out in Decree-Law 3082 of 12
November 1960). A simple promise to sell in which possession is transferred to the buyer or use of
it by the buyer results in property sales tax. The purchaser is responsible for paying the tax.

Taxable income is usually the purchase price of the property or, if higher, 30 times the value of the
rent established in the matrix or resulting from an appraisal. An appraisal must be made for a plot
of land transterred for construction. Property Sales Tax varies between 2% and 10%.

The sale of real estate is still usually subject to Stamp Duty at 0.5% of the value of the
transaction.

8. Stamp Duty

Stamp Duty is levied on the sale of real estate, as described above, and on a heterogeneous
number of acts, documents, agreements and operations, which include, for example:

a)  “shares transmissible by transfer or endorsement” (0.5% on face value)
b)  “advertising in periodicals” (3% of cost)

c) “insurance policies” (1% to 5% of premium)
d)  “commercial and industrial leases” (1% on value of agreement)

e) “certificates” (taxation varies)
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f) “gifts between living persons” (0.4% of their value)
g “customs documents” (0.5% of product’s dutiable CIF value)
h) “works contracts of determined value” (0.4% of value)

i) “powers of attorney” (AKZ 10 to 600)

J) “receipts for rents from urban or rural properties” (0.7% of their value)
k) “all other receipts” (1% of value), though receipts slips are exempt, among others
1) “company share capital” (0.2%, and 0.5% in the event of an increase)

m)  “liquidations of companies when the value is known” (0.5%)

n)  “lease transfers or transfer of the right to use urban properties occupied (or that were
occupied less than a year ago) by business or industrial establishments” (5% of value paid)

Financial operations are subject to Stamp Duty as follows:
a)  Lines of credit by private deed or public instrument are subject to 0.2% Stamp Duty.
b)  Declarations of debt, including those in loan agreements, pay Stamp Duty at 0.3%.
c)  Guarantees or mortgages, when not accessory to a taxed agreement, pay 0.3%.
d) The rate for bank guarantees is 0.3 %,

e)  Bills of exchange and promissory notes pay 0.3 % in certain circumstances (specification
of territorial connection with Angola).

f) Interest charged by banks (except for operations between banks) is subject 1%.

9. Taxation in the mining industry

The mining industry has a special tax framework divided into three main forms: taxation on profits
(income tax), on the value of mineral resources extracted (royalties) and on the extent of the
licensed area (surface charge).

Taxation on income is based on the Industrial Tax, with the special conditions set out in the
regulations on taxation for the mining industry, such as a higher charge of 40 %, specific depreciation
charges for fixed assets, establishment of the terms on which search and prospecting costs should
be multi-annualised and provisions on environmental recovery obligations.
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Royalties are charged at 2% and 5% on the value of minerals extracted at the mine head or the
value of the concentrates if they are processed and are payable monthly. Calculation of the taxable
base is similar to that for a tax on turnover, except that the tax obligation arises whether or not the
minerals extracted are sold.

The surface charge is levied annually at rates that increase progressively on the basis of the year of
the licence. Charges are between USD 1 and USD 4 per square kilometre of the licensed area and
are trebled in the case of new prospecting licences for the same concession holder in areas located
in the zone for which the first licence was issued.

10. Taxation on the oil business

Taxation on the oil business is subject to a special framework that replaces the general ones, such
as Industrial Tax. Furthermore, there is no taxation on shares in companies subject to the oil
business tax or on the dividends that they distribute.

The special taxation framework on the oil business provides for five types of tax:
a) Tax on oil production (not applicable to shared production agreements)

b) Tax on oil income

c) Tax on oil transactions (also not applicable to shared production agreements)
d) The surface charge

e) Contributions to training of Angolan staff

A general principle applicable to the first three taxes is that the taxable amounts are calculated
separately for each concession or development area, with the exception of search costs in the
taxation of shared production agreements, which are applicable to different development areas

from those to which they are associated. In other words, the tax unit is the concession or
development area, as the case may be.
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Angolan labour legislation is based on the assumption and idea of inequality of the parties in the
labour relationship. As a result, this legislation, and particularly the General Labour Law, Law 2/00
of 11 February, includes a substantial number of principles and obligations that limit the parties’
freedom when establishing the terms and conditions of each labour relationship.

Nonetheless, thanks to a general revision of the legislation in 2000, Angolan labour laws now
contain many solutions for allowing companies and entrepreneurs to engage in planned, efficient
management of their human resources, though naturally without jeopardising workers’ rights,
which, these days, are consensually recognised in any company with a minimum of social
concerns.

We will now give an overview of the main aspects of Angolan labour legislation and highlight
practical issues of immedliate interest to potential investors in this fast-expanding market.

1. Contracts of Employment

The best source of labour relations is the individual contract of employment, which the General
Labour Law defines not from a general, abstract point of view but by delimiting its object and
listing the rights and duties arising from it for each party.

As a rule, contracts of employment do not have to be written and are classified in terms of duration
as indefinite or fixed-term agreements. Fixed-term agreements are only allowed in certain situations,
which are expressly and exhaustively set out in the law, as a way of meeting companies’ temporary
needs for a time strictly necessary for the purpose.

In addition to the contract of employment itself, Angolan legislation provides for a series of special
contracts of employment, the most important of which for foreign investors are agreements per
contract or task, agreements for work on commercial or fishing vessels and agreements for non-
resident foreigners, which have some specific requirements as to form and the parties’ rights and
obligations.

There is also another form of contract of employment that is worth mentioning due to its originality
and potential and this is the group agreement. The employer hires a group of workers but enters
into the agreement with only one of them, who represents the group. The main advantage of this
agreement is that it simplifies the hiring process and reduces bureaucracy for companies wishing to
set up business again in the country. However, for it to work properly there must be a high degree
of trust between the companies and the group representative, as both are jointly responsible to the
workers for any breach of their obligations.
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Hiring foreign workers

Companies working in the oil sector may only hire foreign workers with prior permission from the
Ministry of Oil. Applications for permission sent to the Ministry of Oil must be accompanied by a
public announcement of vacancies describing the job and indicating the academic qualifications
and technical and professional experience required. It is also necessary to submit a declaration
from the job and vocational training centres of the Ministry of Public Administration, Employment
and Social Security as to the non-inexistence or unavailability of Angolan citizens in the national
market with the qualifications and experience requested in announcements of vacancies at
companies.

Recruitment and integration of Angolan personnel

As part of the Angolanisation of the oil sector, companies covered must fill vacancies in all jobs and
categories with duly qualified Angolan citizens.

The executive decree reiterates and develops the concept of equal rights between Angolan and
foreign workers, when it comes to benefits. It also confirms and clarifies the concept of benefit
mentioned in the decree-law, which specified items such as salaries, subsidies, social benefits,
bonuses and advantages granted by the company over and above salaries and medical assistance,
among others.
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1. Law on Public Probity

The Law on Public Probity (Law 3/10 of 29 March) sets out the rules of public morality, bases and
respect for public property on the part of public agents, including anti-corruption.

This new law has been in effect since 27 June 2010 and sets out the basic principles governing
public agents in the performance of their duties.

It establishes a broad concept of a public agent, which includes, among many others, not only
managers and employees in state-owned undertakings but also those at privately owned companies
in certain cases.

It sets out the rights and duties of public agents and lays down that they must refuse favours or
unjustified privileges or advantages in favour of individuals or public or private collective bodies.
In this context, public agents are expressly forbidden to receive gifts from Angolan or foreign
natural or legal persons. It gives examples of prohibited gifts, such as money, property, vehicles or
other goods or services that, due to their nature and value, may damage the state’s good image.

The law also lists acts of public improbity and crimes committed by public agents.

2. Money laundering

Law 12/10 of 9 July was passed as part of the measures against money laundering and funding of
terrorism. The entities covered by the law are subject to a number of obligations when performing
their duties.

Examples of these entities are credit institutions, financial companies, insurance companies,
pension fund management companies, exchange bureaus, casinos and members of the professions,
such as certified auditors, chartered accountants, auditors, notaries, registrars, lawyers and
paralegals. Branches of entities with their registered offices in Angola are also subject to this law.

In addition to listing general, common obligations of the entities in question, such as a) identification,
b) diligence, c) communication, d) restraint and e) cooperation, the law also lays down rules that
must obey. The obligation to communicate consists of the duty to report to the BNA any knowledge
or suspicion of or sufficient reason to suspect that is or has been any operation constituting money
laundering or funding of terrorism.

Furthermore, the law sets out obligations specifically applicable to certain categories of entity such
as financial and non-financial undertakings.
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1. Oil activities and operations

Law 10/04 of 12 November 2004 on oil activities (the LAP) regulates and defines the prospecting,
search, assessment, development and production of oil. It also revokes the 1978 legislation and is
part a legislative package designed to apply to a new stage for the sector in Angola.

Following the LAP, Law 11/04 of 12 November approved the customs framework applicable to the
sector and Law 13/04 of 24 December on taxation of oil activities was published.

From 2004 to early 2009, oil operations were regulated by the above laws and sharing and
production agreements between the national concession holder, Sonangol, E.P., and the different
operators.

General framework — Angola’s legislative options in the liquid and gaseous hydrocarbon sector
have evolved considerably since the later 1990s and especially after 2002, when the armed conflict
ended.

A stake in a “crude oil economy” and its diversification after the approval of the Angolan natural
gas project and the construction of the first liquefaction unit in the Province of Zaire are the visible
face of a country objectively prepared for faster industrial development.

Aware of this, the Angolan legislators (i) created the necessary legal mechanisms for rigour and
objectivity governing offshore and onshore oil operations and activities involving other natural
resources and (ii) standardised applicable rules and procedures.

Legal framework — The Regulations attached to Decree 1/09 of 27 January, Oil Operations
Regulations (the ROP) should be regarded as applying to the oil sector in the broad sense, although
it is restricted to upstream application.

Crude oil refining, storage, transport, distribution and sale, often included in downstream and
midstream, are not covered by the ROP or the LAP.

The first stage of the standardisation involved enshrining a series of technical terms. In order to
avoid overlapping definitions, the legislators accepted the expressions used in both the ROP and
LAP.

A priori, the ROP does not apply to prospecting and concession licences granted at the time it
came into effect, although the national concession holder clearly wished to apply the ROP to
existing contracts, in the provision on mining rights granted.

Following the proliferation of legislation on the gas sector, the ROP sets out definitions essential to
the sector, such as a definition of natural gas, transport by pipeline and gas metering (for measuring
production and sales of natural gas).
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Oil operations may only be performed under a prospecting licence or oil concession, both granted
by the government.

Prospecting licence

A prospecting licence is valid for a maximum of three years and is, exceptionally, extendable. It
entitles its holders to perform operations on land or at sea using geological, geochemical or
geophysical methods to locate oilfields but not to drill wells or process, analyse or interpret the
data acquired. A prospecting licence does not give the licence holder an exclusive or pre-emptive
right over the prospecting area or any concession to be granted later.

The licence lays down the work programme and identifies and defines it technically. A conjugation
of the LAP and ROP now makes it possible to achieve a practical, cohesive, accurate understanding
of the interested parties’ rights and obligations, such as the duration and extension of licences,
submission of quarterly prospecting reports, etc.

Outside the scope of the prospecting licence, any Angolan or foreign entities must join Sonangol,
through:

a) A company

b) A consortium agreement or

c) A shared production agreement, which is the most common form
Oil concessions

Concessions are regulated by their own decree (Decree 48/06 of 1 September) and may be subject
to a public call for tenders or direct negotiation. The ROP lists the minimum elements to be
included in agreements between the national concession holder and Angolan or foreign entities.
The LAP identifies the forms of association — companies, consortium agreements and shared
production agreements — and service contracts with risk.

Thanks to the current framework, sharing and production agreements on oil and gas activities are
clearer, more accurate and more uniform.

Associates must provide a bank guarantee on the same terms as those for obtaining a prospecting
licence to ensure fulfilment of their obligations. The investment risk is borne entirely by the
associates, who have no right to recover capital invested if no economically exploitable discovery
is made.

A concession ends (i) by agreement between the state and national concession holder, (ii) by
rescission by the government on the basis of a reasoned proposal from the Minister of Oil, (iii) on
termination by the national concession holder, (iv) on redemption by the Angolan state for reasons
of public interest and (v) on expiry of the concession if the legal requirements are met.
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After the concession has ended, all equipment, instruments, facilities and any other goods acquired
for the oil operations must revert free of charge to the national concession holder.

Oil operations

The legal framework on oil operations provides for two phases. The first includes prospecting,
search and assessment and the second development and production.

Prospecting, search and assessment

In the prospecting, search and assessment phases, it is necessary to submit a seismic survey and
drill a certain number of search and assessment wells.

The concession holder must submit annual work plans to the Ministry of Oil within 60 days of
starting work in the first year and by the end of October of each year, in subsequent years.

The ROP describes the additional information to be included in the work plan before and after the
assessment of the fields. The operator’s obligation to declare a commercial discovery or “commercial
unsuitability” must be fulfilled through the national concession holder, which then sends the
assessment to the Ministry of Oil.

Development and production

Each operator submits a set of plans to the national concession holder, which submits them to the
Ministry of Oil for approval. They include:

(i) A General Development and Production Plan, which must contain a substantial number
of elements set out in the ROP, and the Ministry of Oil may request studies of alternative
solutions

(i) An Annual Production Plan, for oil and gas production and an indication of waste
produced and its management, among other relevant aspects

(iii) ~ The joint Development and Production Plan between the national concession holder
and its associates must contain a number of elements (based on the documents attached for
the development and production plan). The issue of unitisation (operations at a field located
in more than one concession area) inside and outside Angola in a situation of partial extra-
territoriality warranted special attention from the legislators with regard to possible cases on
inability to fulfil contractual obligations.

(iv)  Any renunciation or continuation plan for oil operations must be drafted and submitted

must contain information such as the field’s production records, a timeline for vacation,
technical, economic, environmental and safety aspects, vacation options, etc.



Global Experience, Local Expertise
LIRAR |, KN FR

AomEAfE

HRENERERD AR E D, F—H0 SEHR, BINITE, B2HBoAFTER
MEF,

@{7_&’ ig? iﬂ-‘l\lﬁ

ERER, EFMTATES, FERXMBRAERS, THH—LATEINTMEED
FER,

BFREEAZEFICORNBAMMERFEIEITL, MRFINEEI0AZ
B NET-FEX,

ROPAERTEIENENFAARXIFUNAET EFANER, KEEF
RERREREARFANNS, BEFRTEREER T AHE, XBFTEIHNEF
BAKKI,

FRFEF

BMZEEBTARRNBEAERZEAL , ZAKEHFERA B4, X
HRREE:

(1) BAFREFAK, FDEROPHEMIIHENERER , ANABIATER
RHEMZAFR

(2) FEEFUY, ARSI RAKSERENESAL , =4, ERRBHER
%

(3) BNFAANERSREUCHNRETREF T NFELE —RINER (FE
RUFFREF IR XHRE) .

(4) EAABMEETMNRANSEBEERIEUATEENRE HE~E
X, MR, BR, 25, RRNREEHFENNEER, KMROEREFS,



ANGOLA

L E L

Raising of crude — Raising of crude oil must abide by certain procedures and operating rules
governing the programming and storage of oil produced in a particular development area.
Operators must, on behalf of the concession holder’s associates, within 30 days of the date of
submission of the procedures and rules, comment on them and suggest any alterations. The
operator’s comments and suggestions are then analysed by the concession holder, which issues a
final document within 60 days of submission.

Gas and crude — The operator submits the metering system, equipment and procedures to be used
or to serve as a basis for measuring production and sales of oil and natural gas for appreciation and
a decision by the Ministry of Oil.

Violations and fines — The ROP reinforced rules and penalties with substantial fines for a series of
violations. The amounts vary between the equivalent in kwanzas of USD 50,000 and USD
1,440,000, and repeat offences are punished by double the fine.

Supervision — Oil operations are supervised by the ministry in charge, by means of inspections,
surveys or collection of oil samples or other substances deriving from them for analysis.

Conclusion

Closely following the provisions of the LAP in 2004, the ROP regulates matters that were previously
dispersed in the LAP and sharing and production agreements, which were not regulated.

There is a clear wish on the part of the legislators to unify or regulate the system and clarify
unregulated matters. It is essential to read and understand the new ROP in order to understand oil
and gas sharing and production agreements and the 2004 legislative package mentioned in the
introduction.

In short, we can basically say that the ROP provides added legal certainty to oil industry activities,
including the prospecting, search, assessment, development and production of solid and gaseous
hydrocarbons.

2. Angola Natural Gas Project — the first Angolan liquefaction unit

General framework — The development of the oil industry in Angola and the need to make the
economy more modern and profitable led the country to put a stake in a major industrial project
in the late 1990s, involving some of the world’s biggest names in the search for and production of
hydrocarbons.

The Angolan gas liquefaction project is regarded as the largest investment ever in the country’s
energy sector. It means that Angola will join the small club of non-pollutant, green energy producers
in 2012, which is when the first cubic feet of gas are expected to be delivered to the United States.
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The international distribution of Angolan gas in the Gulf of Mexico and Asian markets is also
o o
planned. This will provide it with greater commercial exposure worldwide.

Calculations point to a production and supply capacity of around 12 trillion cubic feet from
available reserves. This makes Angola a key player in the international energy market, similar to its
position in the Sub-Saharan oil sector.

Value added to the project — At a time when green energy is on the world leaders” agenda, a green
alternative to the production, refining and supply of crude in Angola could not come at a better
time.

The LNG economy was created from use of waste that was considered as losses. Losses are medium
and long-term costs to the environment and cannot de disassociated from injection into the soil of
gaseous waste and the burning and release into the air of CO2 after the extraction of crude, which
increased polluting emissions into the atmosphere.

While, on one hand, the oil economy resulted in the systematic loss of associated gas and
consequent pollution of the environment, an investment of nine billion USD in the Soyo region in
Zaire Province, about 350 km south of Luanda, has combined a necessary environmental policy
with the creation of a source of income and improvement of the human capital required for the
industry, with a stake in around 65% of Angolan professionals qualified in this sector. This has
consolidated the so-called “Angolanisation of the LNG project”.

Legal framework — Decree-Law 10/07 of 3 October approved the investment agreement (signed
on 3 May 2007 by the Ministry of Oil, Sonangol, the promoting companies and Angola LNG,
Limited) and set out the terms and framework of the project. It is important to note the concerns
that oriented the law, with the legislators managing the interests of the country and the “promoting”
investors and offsetting the risks taken and the huge amounts borne by each of them with a special
tax, customs and exchange framework to help make the project economically viable.

Also relevant to the Angolan gas liquefaction project are Resolution 17/01 of 12 October, which
classified the project as in the public interest and Resolution 13/05 of 9 May, which recognised the
importance of the guideline set out in the Memorandum of Understanding of 23 August 2004.

The legislation on oil activities was applied to the Angola LNG project, especially the Law on Oil
Activities (Law 10/04 of 12 November), the Law on Taxation of Oil Activities (Law 13/04 of 24
December) and the Law on the Customs Framework for the Oil Sector (Law 11/04 of 12 November),
all applicable to all matters not contrary to the specificities of the exploitation, production and
liquefaction of gaseous hydrocarbons, without prejudice to the needs of the gas sector.
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3. Biofuels

In 2010, Angola also enacted a Law on biofuels, Law 6/2010 of 23 April, which set out the bases
of the legal framework on the matter in order to stimulate the cultivation of sugarcane and other
plants for use in the production of biofuels.

Angola has abundant natural resources and the right conditions for re-establishing agriculture in
general, including that for the production of biofuels.

The law applies to medium- and large-scale agro-industry and agricultural producers growing
sugarcane and other plants for sale to agro-industry projects producing biofuels.

The incentives for activities related to the production of biofuels are those set out in the Basic
Private Investment Law and the Law on Tax and Customs Incentives for Private Investment, though
the government may also offer additional incentives, not only for taxation and exchange but also
for access to credit on more favourable terms.

The law set up a Biofuels Commission chaired by the Ministry of Oil. The commission’s members
include the Ministries of Economic Coordination, of Agriculture, Rural Development and Fishery,
of Justice, of Industry, Geology and Mines, of Energy and Water and of the Environment. Its duties
include promoting studies required for the classification, zoning, mapping and delimitation of the
land for agro-industry activities for the exclusive production of biofuels and assisting in the granting
of rights to land with poor soil with potential for the cultivation of plants for biofuel production.

Industrial units and agro-industry complexes should be built on land for which agrarian rights have
been granted for the cultivation of sugarcane and other plants solely for the production of biofuels
in order to reduce their production costs.

The following entities may be land concession holders or owners of biofuel industry projects:
(i) public companies or those associated with Angolan natural or legal persons
(ii) natural or legal persons of Angolan nationality
(iii) companies and cooperatives with their main headquarters in Angola

(iv) natural persons of foreign nationality and companies with their main headquarters
abroad, always in association with Angolan natural or legal persons

Agro-industry projects for the production of biofuels must consist of integrated structures that
include infrastructure of a social nature. The law lists the following:

(i) Industrial and production support facilities

(i)  Houses close to the workplace
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(iii)  Créches

(iv)  Schools
(v)  Hospitals and medical or health centres
(vi)  Recreational and sports facilities

(vii) Camps with basic sanitation, lighting, potable water mains and dignified, low-rent
accommodation for workers

(viii) Areas for growing plants for food and rearing livestock for personal consumption

4. Ports

Angola occupies an area of 1 246 700 km2 and its coastline is 1650 km long. Its main ports are in
the centre, north and south of the country - Luanda (Province of Luanda), Lobito (Province of
Benguela), Namibe (Province of Namibe) and Soyo (Province of Zaire). Angola has other, smaller
ports, which mainly serve the fishing sector. The ports have the legal form of state-owned
undertakings with independent management, although they abide by the guidelines of their
supervising ministry.

Angola’s ports are very important to its economy, as 95% of Angolan imports arrive by sea. The
port sector is therefore an essential instrument of foreign trade and the state is committed to
rebuilding infrastructures necessary to handle the increase in maritime traffic and refurbishing the

5 5
ports in the north and south of the country.

Port management is divided into four areas:
e General cargo services
e Multi-services (including container management)
e Container transport
e logistical support for oil companies

Legal framework — Pursuant to Law 5/02 of 16 April on the delimitation of sectors of activity, port
activity is exclusive to the public sector, though concessions may be granted to privately owned
undertakings. The Ministry of Transport, which is in charge of Angolan port activities, has set up
two official bodies to coordinate them: Instituto Maritimo e Portuario de Angola (Angolan Port and
Maritime Institute) and Conselho Nacional de Carregadores (National Board of Carriers).
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Under the Organic Law of the Ministry of Transport, Instituto Maritimo e Portudrio de Angola is
responsible for monitoring, coordinating, supervising and inspecting ports and maritime trade
activities. Conselho Nacional de Carregadores coordinates and monitors maritime trade and
international shipping operations and updates, standardises and simplifies methods and rules
within its remit.

Port service concessions are regulated by Decrees 52/97 and 53/97 of 21 November and 25 July.

o)

Port of Luanda — This is the country’s most important port. Its latitude is 8°47" S and longitude
13°14” E and it is situated in the sheltered bay of Luanda, which boasts excellent natural conditions,
calm waters and mild winds. Access is easy via a 1.5 mile-wide entrance to the bay. As Angola’s
main port, more than 70% of the country’s imports and exports pass through (not including oil
and crude).

A new 290-metre dock was recently handed over and very high-investment projects have been
undertaken via concession agreements with private-sector companies, all to a value of over USD
130 million. The restoration of the railways in the port area should be completed in 2010.

Porto of Lobito — Its latitude is 12° 2047” S and longitude 13° 32°45” E. The berthing area at Lobito
is around 5.2 km long and 300 metre wide at the entrance. Its largest width is 2000 metres and it
has an area of around 6 km2. The bay’s magnificent natural conditions, the excellent organisation
and technical equipment guarantee are perfect for small and large, short- and long-haul vessels. In
recent years, considerable investment has been made in re-equipping and rebuilding the support
systems. The Port of Lobito expansion project began in July 2008 and should be completed in
October 2010 and entails building an oil and a cement terminal and a fishing port. This port has
warranted special attention in recent years, after a decision to build Angola’s second refinery
there.

The port handles around 600 000 tonnes a year, mostly unloading of goods such as grain for
milling and raw materials for the neighbouring industrial area of Catumbela, as well as flour, sugar,
rice, construction materials and equipment for the cities of Lobito and Benguela.

Port of Namibe — This port’s latitude is 15°12” S and longitude 12°08" E and it is located in the
Province of Namibe. It is Angola’s third port in terms of traffic. The city’s waters are rich in fish and
this and its proximity to the Province of Huila, with its land of great agricultural potential, means
that it can expect considerable development in the near future.

Port of Cabinda — This port is located in the enclave of the same name. Cabinda has an area of
around 7680 km2 and is situated between Congo Brazzaville to the south and the Democratic
Republic of Congo to the north. The port area extends from the mouth of the River Massabi
(latitude 5° 027 S) to the south of Ponta Vermelha (latitude 5° 45” S).
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Angola is committed to substantial renovation of this port valued at more than USD 55 million. The
idea is to attract countries landlocked in the central region of Africa which currently prefer the Port
of Ponta Negra (Congo Brazzaville), with added safety and no extra-port charges. The expansion
of its infrastructures means that the Port of Cabinda can handle cargo from other parts of central
and southern Africa and operate with larger vessels.

Angolan maritime territory

Law 14/10 of 14 July replaced Law 21/92 of 28 August on internal waters, territorial sea and
Angola’s EEZ.

This new law applies to maritime areas of the extension of the national territory and beyond in the
high seas, in accordance with the United Nations Convention on the Law of the Sea.

The law sets out the maritime areas under Angolan sovereignty and jurisdiction: internal waters,
territorial sea, the neighbouring area, the exclusive economic zone and the continental shelf.
Within the scope of its supervisory prerogatives, pursuant to international and domestic law,
Angola has the right of visit in its exclusive economic zone over all Angolan and foreign ships,
vessels or other floating devices, except those with immunity.

Angola has the exclusive right to authorise and regulate drilling on its continental shelf for any
purpose and to use the subsoil of the shelf for digging tunnels in any depth of water in that area.

5. The mining sector

Law 1/92 of 17 January established the legal framework on geological and mining activities and
lays down that mineral resources consisting of mineral deposits, which include industrial rocks and
ore and subterranean, spring, mineral, medicinal and table waters, in the ground, subsoil,
continental shelf and other territorial domains are the property of the state.

Prospecting, search and reconnaissance operations

Prospecting, search and reconnaissance operations can be undertaken by mining companies with
state, private or mixed capital, joint ventures and associations, which can perform them under
agreements with the state of Angola for the purpose or under the prospecting licence.

Licence — A licence is granted if the state decides that it is of interest and on the condition that the
applicant gives proof of suitability, technical capacity and financial resources for the operations
and goals in question.

Other forms of licensing — The state may, on its own initiative, issue a public call for tenders or a
public invitation to submit bids for prospecting licences in previously delimited areas.
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Duration — The maximum duration of a prospecting licence for any area is five 5 years, including
any extensions, and their grant requires prior authorisation from the state.

Object — The object of the licence may include some or all of the above operations and a single or
several types of mineral or deposit and the contractual conditions of the licence, other than those
laid down by law, must be specified, in particular with regard to:

a) The exclusive right to perform the operations in the delimited area

b) Their plans

c)  Conditions for extending the licence and leaving part of the area originally allocated
d) The applicable tax framework and guarantees to be provided

e) Penalties for breach

f) Conditions on the grant of exploitation rights for discoveries of economic interest

g)  Performance bonds and conditions for repayment of the investment from income on
exploitation, if any
Limitations on transfer — Prospecting licences are not alienable, transferable or negotiable without
the state’s express authorisation.
Termination of effect — A licence ceases to be effective by agreement between the parties, on
expiry of the agreement, on termination by the state due to breach of obligations by the licensee

that cannot be remedied by mutual agreement or by termination by the licensee, who must present
proof of the technical unfeasibility of discoveries of economic interest.

Exploitation of mines

Concession — Before a mining concession is granted, approval must be obtained for each mine,
which must also contain a plan for improvement of natural resources. The exploitation concession
must be formalised, after authorisation from the state, in an agreement with the appropriate state
bodly.

The grant of exploitation rights does not signify the concession holder’s ownership of the land in
which the deposits lie or the facilities.

Form of interested parties — Entities interested in exploitation activities must be mining companies
with state, private or mixed capital, joint ventures and associations, all legally set up, provided that
they meet one of the following conditions:

a)  They hold, directly or through one of their subsidiaries, prospecting licences under which
they have discovered and assessed one or more mineral deposits
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b)  They have offered conditions that are acceptable to the state in bids or in response to
calls for tenders or public invitations for deposits already known and assessed, and

c)  They have been hired by the holder of the exploitation licence

Exploitation operations — These operations may be performed under an exploitation licence in the
form of an agreement with the appropriate state body, after authorisation from the state.

Limitation of funding — Recourse to third parties by the holder of a prospecting or exploitation right
to obtain funds for the investments needed to fulfil the plan must approved by the state in
advance.

Scope of exploitation right — This right includes powers of extraction and treatment of mineral
resources, sale and alteration of the natural configuration of the ground, subsoil and continental
shelf. Exceptionally, at the holder’s request, neighbouring areas may be integrated into a single
concession if this results in national economic use of the resources in question.

Plans — Also the exploitation plan, duration of operations, guarantees from the concession holder,
other conditions and penalties for breach of contractual obligations by the concession holder.

Duration of concession — An exploitation concession has no time limit and the duration is normally
the period necessary to exhaust the mineral reserves, after considering market conditions and
changes.

At the start, a time limit for the exploitation right should be established, after which it may be
extended for one or more periods, though the conditions may be altered and negotiated.

Return on investment — Return on the investment made in prospecting for licence holders will
come solely from the profit from exploiting the deposits discovered or appreciated by these

plans.

In focus: Diamonds

Law 16/94 of 7 October applies to the prospecting, search, reconnaissance, exploitation, treatment
and sale of diamonds throughout Angola, including its continental shelf and exclusive economic
zone.

Activity — Rights for the prospecting, search, reconnaissance, exploitation, treatment and sale of
diamonds may be exercised solely by:

a) the Angolan national diamond company, ENDIAMA E.P. (ENDIAMA) or

b)  mixed companies in which it owns shares, pursuant to Law 1/92 of 17 January on all
geological and mining activities
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ENDIAMA may pursue and undertake its own projects in this area with no need for a concession
agreement, which is not the case for mixed companies in which ENDIAMA owns shares. In these
cases, concessions are granted on a case-by-case basis in a concession agreement approved by the
state.

Concession agreements — These agreements must set out the rules governing the tax, exchange and
customs frameworks agreed upon in advance with appropriate authorities, always considering
constitutional provisions set out in the legislation. Entities associated with or hired by ENDIAMA
are not allowed to supply or provide services in diamond projects unless there is competition.

Foreign investments in the diamond sector — Foreign investments in the diamond sector are also
governed by the law on geological and mining activities and, on a subsidiary basis, by the rules and
general principles of the Foreign Investment Law, with the necessary adaptations.

Investment agreements — Investment agreements are negotiated solely with ENDIAMA in its
capacity as the only state interlocutor. Their terms must be approved by several state bodies,
Banco Nacional de Angola and the government of the province in which the investment will be
made. As a rule, it will be a two-phase agreement:

a)  a geological and mining research phase, if any, during which the potential investor will
submit a statement of intent to invest and define the area and stages of the work programme

b)  the exploitation phase, for which the investor will submit a technical and economic
viability study, which, when approved, will be an integral part of the mining rights concession
agreement

Call for tenders — If a project is for diamond deposits with calculated reserves and other data for
the immediate drafting of the study, ENDIAMA should issue a public or restricted call for tenders.

Sale — The sale of diamonds is the exclusive right of ENDIAMA or a company set up specifically for
the purpose, while safeguarding the legitimate interests of the producers.

The sales company will be entitled to a commission to cover operating costs of no more than 2.5%
of the value of the diamonds exported. The conditions must be agreed on by the company and
producers.

Companies hired by ENDIAMA that share the profits of diamond production are entitled to
negotiate and participate in drafting sales agreements for the diamonds produced.

Exports — Exports must be licensed by the Ministry of Trade and the diamonds must first be classified
and appraised before delivery by producers.

This process is supposed to be carried out by ENDIAMA or, if it does not have appropriate facilities
in Angola for final appraisal, it will be done at the buyer’s premises by an internationally recognised
appraiser who is hired for a provisional valuation and must participate in and certify the final
appraisal.
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The producer is entitled to use an appraiser of his choice in all phases of the valuation process. The
sale of additional minerals discovered in deposits under exploitation is free, except for gold.
Artisanal licensing and exploitation are provided for.

Limits on circulation — The law also requires control by concession holders and limitations on
access, the circulation of people and goods and residence in restricted areas and protected or
reserved mining production areas.

Criminal Offences — Unlawful exploitation and extraction of diamonds, theft of uncut diamonds,
illegal trafficking, among other offences, are punishable by a prison sentence.

6. Fisheries

With its excellent geographical location and a coastline of around 1650 km, Angola’s shores are
rich in fish, molluscs and crustaceans. It is possible to find a wide variety of cold-water species in
the Province of Namibe and tropical species off the coast of Benguela.

Less than 15 years ago, the main commercial marine fish populations available in Angola showed
an exploitable potential of 360,000 tonnes, broken down as follows:

(i) 285 000 tonnes of pelagic species in the coastal waters

(ii) 20 000 tonnes of tuna

(iii) 55 000 tonnes of demersal species (including around 7000 tonnes of shrimp and
deepwater crabs)

Although continental fisheries in Angola have mainly been exploited as a subsistence activity, they
have the potential for creating jobs for 10 000 to 15 000 artisanal fishermen, though they need
access to means of production and proper training.

In view of the sectors” potential and the fact that domestic demand for fish has grown in recent
years, partly due to an increase in the population of around 4% a year, it is regarded as a state
priority and could contribute to the desirable diversification of the national economy. The main
goal of fishing policy in Angola is thus rational, long-term exploitation of maritime resources in its
economic area.

In additional to traditional fish, there are also opportunities in the salt industry and construction of
support infrastructures for the sector in general.

Development programmes — Angola has been able to create regional and intercontinental
o o &
partnerships and relations that have positioned it as a producer and exporter. Instituto de
Investigacao Maritima (IIM Maritime Research Institute) has promoted a number of international
fodat 7
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cooperation programmes with European countries, such as Norway (NORAD and the Nansen
Project), Spain and Portugal, and also in Portuguese-speaking Africa, with Mozambique, Sdo Tomé
e Principe and Cape Verde. At domestic level, programmes such as BENEFIT (Benguela Environment
Fisheries Interaction and Training) and the BCLME — Large Marine Ecosystem of the Benguela
Current are being implemented with visible success thanks to the number of jobs created.

The most important four of the projects currently under way are:
(i) The Development Programme for Northern Region Fishing Communities (PESNORTE)

(i) The Support Project for the Artisanal Fishing Sector and Community Reinforcement of
the Production Sector in Ambriz and Surrounding Area (also called ANG/03/009)

(iii) ~ The Artisanal Fishing Project in the Province of Namibe (PESCART)
(iv)  The Programme for Durable Means of Existence in Fisheries (PMEDP)

Legal framework — The fisheries sector in Angola is technically known as the aquatic biodiversity
sector. The main legislation applicable to the sector is the Aquatic Biological Resource Law (LRBA)
or New Fisheries Law (Law 6-A/04 of 8 October), which includes basic principles of the Basic
Environmental Law (Law 5/98 of 19 June), the Convention on Biological Diversity, the Convention
on the Law of the Sea and the FAO Code of Conduct (United Nations Food and Agriculture
Organisation). The Southern African Development Community (SADC) Protocol on Fisheries also
influenced the legislation.

Although it is necessary to mention other legal instruments on the sector, such as Decree 39/05 of
6 June on aquiculture, Decree 41/05 of 13 July on the general fisheries system or a number of
applicable regulations, it is the principles set out in the LRBA that orient the development and
sustainability of access to aquatic biological resources and their use and exploitation.

Particular importance is given to the principles of caution, participation of stakeholders and polluter
pays, all to guarantee the sustainability and development of resources while fostering effective
management of fisheries in to ensure the subsistence of the population and develop the sector’s
commercial and industrial capacity.

The law provides for regular publication of fisheries management plans and forbids and punishes
any action that may harm the aquatic environment. It sets out measures to protect the marine
environment and introduce species, if necessary, in order to guarantee the regeneration of
endangered species. It also provides for redoubled care with regard to over-fishing of resources.
The ministry in charge has thereby guaranteed and created the necessary means to monitor activity
and ensure compliance with legislation on the fisheries sector.
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7. Exclusive economic zones

As it is impossible for the entire country to be transformed into a free-trade area, in the wake of
territorial organisation choices made by the People’s Republic of China and the Federal Republic
of India, Angola has opted to set up special areas called exclusive economic zones (EEZs).

The need to nurture interaction between public and private investments and the current trend
towards Angolan and foreign investment on the coast have resulted in Angola committing to
creating flexible industrial structures in inland areas. The intention was to redirect investment to
the provinces and foster balanced development all over the country.

In its commitment underlying the creation of the EEZs, Angola has undertaken to create material
conditions for the construction of the necessary infrastructures, such as:

(i) A water supply system

(ii)  An electricity distribution system

(iii)  Road and rail access

(iv) A drainage and sewer system

(v)  Telecommunications and employee support services
(vi) Hotels and restaurants

(vii)  Petrol stations

In addition to the above basic infrastructures, which themselves offer excellent investment
opportunities in different sectors other than industry, the state should focus its efforts on creating
areas that enjoy extra-territoriality in terms of taxation and finance and are also bureaucratically
independent from the central administration, which is currently in a consolidation phase.

The EEZs offer general exemption from charges and taxes on production, import, export and
income for resident industrial concerns.

In addition to their unique administrative characterisation, the EEZs should help to:
(i) Attract private investment
(i) Relocate industries previously situated on the coast
(iii) ~ Generate employment and income
(iv)  Promote exports and generate public revenue
(v)  Reduce imports and dependence on other countries

(vi) Increase Angola’s domestic production
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Legal framework — The EEZs take the form of public development companies (E.P.) by Presidential
Decree. Their management is independent, although it is included in the objectives of the National
Reconstruction Programme and Strategic Re-industrialisation Plan (2009-2013) of the Ministry of
Industry. The Ministry of the Economy is responsible for setting up and organising the public
companies that manage the delimited areas and appointing or suggesting their corporate bodies.
These companies manage and exploit all the rights in the EEZs and are party to the rights agreements
with industrial investors.

Sociedade de Desenvolvimento da Zona Econémica Especial Luanda — Bengo E.P. — This company
was the first and was set up by Decree 65/09 of 27 September to develop around 8000 hectares
between the municipalities of Viana and Cacuaco in the Province of Luanda and in the municipalities
of Icolo-e-Bengo, Dande, Ambriz and Namboangongo in the Province of Bengo. The heart of this
EEZ is in Viana, around 30 km from the Angolan capital.

The zone is divided into a commercial and an industrial area and has a technological and a
convention centre. [t is thought to have a capacity to create around 3,000 jobs in the next few
years.

There are plans to set up about 70 factories in agro-industry, commerce and services areas. Each
area will have different companies in a wide variety of industrial sectors, such as footwear,
stockbreeding, food and beverages, etc. The zone can also take a number of important plants,
such as iron and steel works, car assembly lines, mechanical packaging and fibre optic cables,
among others.

The experience and results of this first E.P. led to Catumbela in the Province of Benguela, around
600 km south of Luanda, being considered as the location for the second Angolan EEZ.

8. Water

The water sector is regulated by the Water Law (Law 6/02 of 21 June) and is overseen by the
Ministry of Energy and Water.

Water is one of the most important natural resources necessary for life, social and economic
development and environmental balance, as mentioned in the preamble of the above law. For
these reasons, the legislators make specific reference to the need for appropriate water management
the need to lay down precise rules on its use.

This is a particularly sensitive matter, as many Angolans do not have access to potable water as the
infrastructures have been destroyed in recent decades. For this reason, water is a priority investment
sector for Angola and the World Bank is implementing a sectoral plan (2009/2015) worth USD
113.2 million to improve the supply to needy populations. The state is committed to investing in
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the development and improvement of access to and supply of water. The following are the most
important public programmes:

(i) The Water Sector Development Programme (2004)
(ii)  The Short- and Medium-term Plan of Action (2007/2013)

(iii)  The Water for All Programme approved by Council of Ministers Resolution 58/07 of 27
June

Rural populations are those with the most difficulties in access to water. It is estimated that only
around 40% of families obtain water from a safe source. Sanitation issues are also being solved and
around 15% of people are calculated to have access to sanitation. In urban areas such as Luanda,
Lobito and Lubango, among others, the situation is a little better and 70% of the population has
access to potable water and about 60% has access to sanitation. The state has so far promoted and
encouraged investments in the cities of Malanje (Province of Malanje), Kuito (capital of the
Province of Bié), Ndalatando, (capital of the Province of Kwanza - Norte) Uige (capital of the
Province of Uige), Huambo (capital of the Province of Huambo), Luena (capital of the Province of
Moxico), Lubango (capital of the Province of Huila) and M’banza Congo (a city and municipality
in the Province of Zaire).

So far, more than USD 850 million has been invested in the water sector in urban areas and around
USD 11.6 million in rural areas. In order to meet the targets in the 2010 General State Budget, one
of the priorities is to develop public rural institutions, particularly schools and health centres, and
this is only feasible if they have new or improved water and sanitation facilities.

It is possible to make sustainable financial investments in this sector, provided that they are for the
development and restoration of the entire Angolan hydrological water network. Here also the
International Development Association (IDA) has made its contribution with funds for improving
the management of water resources and restoring water supply systems.

Development projects — Although there are several approved action plans and multi-sectoral
development projects for the sector, the following are particularly important:

(i) The water supply and sanitation master plans for the cities of Dundo (Province of Lunda

Norte), Saurimo (Lunda Sul) and Menongue (provincial capital of Kuando Kubango)

(i) The water supply system of the city of Tombwa in the Province of Namibe

(iii) A consortium to assist the E.P. in charge of basic sanitation in the city of Luanda
External funding — The weakness of the water services and inadequate management of water
resources are why Angola is receiving one billion USD this year. From 2006 to 2011, the initial

available 450 million cubic metres will be doubled. There is therefore important work to be done
to meet potable water needs and create the right conditions to handle wastewater, including:
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o Providing cities with appropriate water collection and treatment systems
. Enlarging local distribution networks and wastewater disposal systems
. Installing smaller systems and community supply points in suburban and rural areas

China and Brazil are the countries that have invested most in the water sector in Angola. Brazil is
planning a phased investment of USD 300 a 400 million in upcoming years and the People’s
Republic of China will be investing USD 700 to 800 million. These amounts also reflect works
contracts. Europe has also provided large investments, especially Germany and Spain. The
Portuguese water company is associated with projects to support and modernise Empresa de
Aguas de Luanda.

Opportunities in the sector — The current state of the sector opens up a number of opportunities
for investors wishing to be involved in Angolan water development projects. The fact that some
countries have invested more does not mean that other countries cannot bid in projects. Most of
the calls for tenders are public and are therefore governed by law, so that they have to abide by
standard criteria and predefined qualification phases. Management contracts were one of the ways
that Angolan found to partially liberalise water supply systems. It is therefore possible for the
private sector to participate in projects, fostering local entrepreneurship and international
consortia.
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In recent years Angola has conducted a far-reaching revision of economic legislation and has
approved the above-mentioned Basic Law on Private Investment, the Basic Law on the Development
of Private Entrepreneurship and the Basic Law on Tax and Customs Incentives for Private
Investment.

This in-depth revision followed a change in socioeconomic paradigm and its main goal is to
enshrine the principle of free private business and entrepreneurial enterprise. This is a clear
commitment to direct foreign investment, one of the main aspects of Angola economic policy and
a decisive, fundamental pillar of its development.

It is in this scenario of change and a new paradigm that we will analyse current relations between
Angola and Portugal, Brazil, China, the United States, India and other African countries (South
Africa and Mozambique).

Angola and Portugal

If we concentrate on the facts proven by the latest economic, cultural and social records and
statistics, we can clearly see that the relationship between Portugal and Angola has a future. This
applies not only to the political but also to the economic and cultural field.

Business relations between the two countries today are clearly burgeoning. Angola is Portugal’s
fifth trading partner worldwide and its most important partner outside Europe. According to the
latest statistics, Angola has now overtaken the United States. Portugal is still Angola’s largest trading
partner and exports to Angola increased around 40% in 2007.

If we exclude the oil and diamond sectors, Portugal is the primary investor in Angola. As proof of
the growth in the business relationship between the two countries, there are around 2,000
companies that export to Angola and more than 200 Portuguese companies installed there.
However, investments are a two-way road, as there are Portuguese investments in Angola and
Angolan investments have now begun in Portugal.

Bilateral agreements were recently signed to foster the business relationship between the two
countries, such as the Agreement on the Mutual Promotion and Protection of Investments and the
Political Consultation Mechanism, which will institutionalise bilateral summits between governments
in future.

Angola and Brazil

The main impetus to closer business relations between the two countries occurred with the
participation of Brazilian contractors in the reconstruction of Angolan infrastructures in the
1980s.
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Brazil wishes to strengthen its relations with Angola in a wide variety of areas and has been
working towards this. Exports from Brazil to Angola increased tenfold between 2000 and 2008.
Angola became Brazil’s main partner in Africa in 2008. There are currently around 100 companies
and 40 000 Brazilian professionals working in the country.

In a country that needs to import essential goods, rebuilding the Angolan agricultural platform is of
strategic importance. Angola was once the third largest coffee producer in the world and one of
the main African exporters of commodities such as maize, sugar and tobacco. The Angolan
government therefore wishes to attract investors in the agro-business sector in order to make the
country self-sufficient and thereby drastically reduce imports.

In recent years, the Brazilian government has worked towards increasing the flow of trade with
Africa, and with Angola in particular. Since 2006, Banco Nacional do Desenvolvimento has
allocated resources in two lines of credit totalling USD 1.75 billion to finance the purchase of
Brazilian equipment to build infrastructure in Angola. A third line of USD 500 million was set up in
October 2006 to promote the extension of businesses.

Angola and China

Angola became China’s largest business partner in Africa, with bilateral trade reaching USD 25.3
billion and more than 700 000 barrels of oil a day in 2008.

The main transformation in relations between Angola and China began in 2000 with the creation
of the Forum on China—Africa Cooperation. After that, relations between the two countries have
gradually intensified, especially since 2004, a milestone year for the Angolan economy for two
reasons: (i) the economy was in the black for the first time in many years and the deficit went
down to two digits, (ii) the Ministry of Finance signed the first credit agreement for USD 2 billion
with China’s Eximbank. There have been some increases in credit in the meantime. Today, they
total around USD 5 billion. These credit packages are phased and are intended essentially for joint
ventures in areas such as energy and water, education, health, public works and agriculture.

Angola and other African countries (South Africa and Mozambique)

South Africa is the main African economy and an industrialised power. It is therefore perfectly clear
that South Africa deserve greater attention on the world’s economic chessboard than it has received
so far and that Angola, thanks to its oil and its pretext, commands international respect and
enthusiasm.
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It is now the third Sub-Saharan economy after South Africa and Nigeria, which it surpasses in terms
of oil production and that which has the most long-term growth potential.

In turn, the introduction of flights between Maputo and Luanda will result in Mozambique and
Angola reassessing trade relations in order to optimise the flow, thereby creating a new dynamic
between the two countries.

In conclusion and taking account of the open nature of modern economies, sustainable national
development in Angola depends on interaction between global and regional economies. This
means that the best way forward - and this path has already been taken - is to foster synergies
between the different countries and implement common policies that ensure Angola’s development
and economic growth.
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Technical File

This guide and the legal matters dealt with herein have been compiled with the aid of a vast team of lawyers and legal
consultants specialised in corporate law, finance law, real estate law, industrial and intellectual property law, labour law,
litigation and arbitration and public law.

The information here is not intended to be exhaustive and legal advice should be sought with regard to any practical use of the
information contained herein. This guide seeks only to impart to its readers a deeper understanding of the Angolan legal
system.
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