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EXTENSION OF TAXATION OF CAPITAL GAINS
Mozambique recently approved significant changes to both the
Corporate and Personal Income Tax Codes.
We would like to draw your attention to the main amendments made to
such statutes since they may have an impact on restructuring
operations being planned, which include assets located in
Mozambique, as well as on the tax obligations to be fulfilled by
companies with employees working in the country.

Corporate Income Tax (“CIT”)
1. Taxation of capital gains obtained by nonresident entities
Sales of local assets performed by foreign companies operating in
Mozambique will, starting from next year, be taxed at a fixed rate of
32%.
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Law no. 19/2013, dated September 23rd 2013, extends the CIT taxable
basis to include all capital gains resulting from the transfer, direct or
indirect, gratuitous or onerous, of shares and other participative rights
between nonresident entities, regardless of where such transfer takes
place, as long as those shares or participative interests or rights have
any connection with assets located in Mozambican territory.
2. Transfer Pricing – definition of special relations
Although not clarifying which specific situations may fall under the
definition of special relations, the Corporate Income Tax Code will,
from January 1st 2014, foresee that two entities will be deemed to
have special relations, for purposes of application of the transfer
pricing regime, if one of these entities has the power to, directly or
indirectly, significantly influence the other entity’s management
decisions.

Personal Income Tax Code
Law no. 20/2013, dated September 23rd 2013, foresees, among others
amendments, that, from 2014 onwards, income arising from
employment contracts shall be subject to a final withholding tax to be
performed by employers, on the moment they pay or make available
income to employees.
This means, employees who only receive income from employment
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contracts will no longer be required to present an annual tax return
since the tax due by them will be exclusively withheld by the
respective employers. However, this mechanism will not be applicable
to income paid to independent service providers.
The applicable withholding tax rates may vary between 10% and 32%,
depending on the amounts received monthly by the employees.
Nonetheless, the following types of income are excluded from this final
withholding tax obligation:
a) Residence allowances or the use of a property made available by
the employer if such property is located outside the employer’s
facilities, provided this allowance cannot be considered a fixed and
regular amount;
b) Personal use of a specific vehicle owned by the employer which
generates costs for the same, provided there is a written agreement
between the employer and the employee regarding the use of that
vehicle and this allowance cannot be considered a fixed and regular
amount.
c) Pensions and death allowances;
d) Bonuses connected with the performance of the employment or as
a result of the said performance when paid by entities and/or persons
other than the employer;
The amendments made to both the Corporate and Personal Income
Tax Codes will enter into force in January 1st, 2014 and be applicable
to income obtained in 2014 and onwards.
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