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On 23 September 2014, the Mozambique Government enacted Law No. 27/2014
(the new Petroleum Tax Law) which introduces a new tax framework for the Oil and
Gas sector.
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The new Petroleum Tax Law replaces the previous regime (set forth by the Law 12/2007
and 13/2007 of 27 June 2007) and will enter into force on 1 January 2015. Although
this new law contains norms that were already provided in previous legislation, it
introduces some changes to the taxation regime applicable to oil and gas operations,
as highlighted below.
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The new Petroleum Tax Law will be applicable to all companies conducting oil and
gas activities in Mozambique under a concession contract. Taxpayers complying with
their obligations on the basis of existing concession agreements signed under the
previous law, should continue complying with the previous law, except if they submit
an express application to apply the new regime.
The new law provides for the following taxes:
• Petroleum Production Tax
• Corporate Income Tax (CIT)
• Withholding tax under CIT
• Customs duties
• Other taxes established by the General Law
Liability, for The Petroleum Production Tax arises when the oil or gas is extracted,
and the applicable tax rates are 10% for crude oil and 6% for natural gas based on
the value of such petroleum. A change introduced by this law is a reduction of 50%
of the Petroleum Production Tax when the production of oil and gas is destined to be
used by the local industry.

In addition, the new tax regime
provides tax stability for a period of
10 years, subject to the additional
payment of 2% of the Petroleum
Production Tax, effective from the
11th year of production.
In terms of the new Petroleum Tax
Law, the CIT liability of companies
holding concession contracts will
be calculated separately for each
concession contract, as it was
already provided in the general tax
law. This means that a separate tax
return has to be submitted for each
concession.
The new law requires that all
companies undertaking oil and
gas activities in Mozambique must
comply with the local transfer
pricing rules, under the principle of
independent entities and lists the
transactions for which this principle
applies, which includes transactions
referent to different concessions
held by the same taxpayer.
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Additionally and also in line with
the changes introduced in the
general tax regime, the new
Petroleum Tax Law establishes that
petroleum rights are rights related
to immovable property and all
capital gains, arising from the direct
or indirect transfer of petroleum
rights, between nonresident
entities, with or without permanent
establishment, will be taxable at a
rate of 32%. This capital gains tax is
due by the seller or transferor but
the purchaser and the Mozambique
entity holding the petroleum rights
has several and joint liability for the
payment of the tax.
In fact, the Law sets out specific
rules relating to the calculation of
gains, taxable income, deductible
costs and amortization in the
framework of petroleum activities,
rules that were previously
established under the different
concession agreements.
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Another change introduced by
this law is that income from the
provision of services rendered by
nonresident entities to Mozambique
petroleum companies is subject to
withholding tax at the rate of 10%.
Finally, the new Petroleum Tax
Law incorporates the previous
exemption from custom duties
for a period of five fiscal years, in
particular on the import of capital
goods to be used in petroleum
operations, with the difference that
it no longer grants a Value Added
Tax exemption on the importation
of the same goods.

For additional information with respect to this Alert, please contact the following:
Ernst & Young Limitada, Maputo
• Albena Todorova
+258 21 353 200
• Ismael Faquir
+258 21 353 301

albena.todorova@mz.ey.com
ismael.faquir@mz.ey.com

Ernst & Young Advisory Services Ltd., Africa Tax Policy Leader, Johannesburg
• Keith Engel
+27 11 772 5082
keith.engel@za.ey.com
Ernst & Young Advisory Services Ltd., Africa ITS Leader, Johannesburg
• Justin Liebenberg
+27 11 772 3907
justin.liebenberg@za.ey.com
Ernst & Young LLP (United Kingdom), African Tax Desk, London
• Leon Steenkamp
+44 20 7951 1976
lsteenkamp@uk.ey.com
• Gonçalo Dorotea Cevada
+44 20 7951 2162
gcevada@uk.ey.com
Ernst & Young (China) Advisory Services Limited, Pan African Tax Desk, Beijing
• Rendani Neluvhalani
+86 10 5815 2831
rendani.neluvhalani@cn.ey.com
Ernst & Young LLP, Pan African Tax Desk, New York
• Dele A. Olaogun
+1 212 773 2546
• Mzukisi Ndzipo
+1 212 773 9917

Global Tax Alert

dele.olaogun@ey.com
mzukisi.ndzipo@ey.com

3

EY | Assurance | Tax | Transactions | Advisory
About EY
EY is a global leader in assurance, tax, transaction and advisory
services. The insights and quality services we deliver help build trust and
confidence in the capital markets and in economies the world over. We
develop outstanding leaders who team to deliver on our promises to all
of our stakeholders. In so doing, we play a critical role in building a better
working world for our people, for our clients and for our communities.
EY refers to the global organization, and may refer to one or more, of
the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company limited
by guarantee, does not provide services to clients. For more information
about our organization, please visit ey.com.

© 2014 EYGM Limited.
All Rights Reserved.

EYG No. CM4813

This material has been prepared for general informational purposes only and is not intended to
be relied upon as accounting, tax, or other professional advice. Please refer to your advisors for
specific advice.

ey.com

