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Madeira Free Trade Zone

Introduction

Madeirais presentlyonethebestlocationsinthe E.U.forcompanies with

operations in the European single market and worldwide.

With reduced taxation, adequate infrastructures, competitive
operational costs, safety and quality of life, Madeira is positioned to provide
investorswithaunique packageof benefits,offeringawiderange of solutionsto

enhance the efficiency and performance of various forms of investment.

Moreover, Madeira’'s preferential tax regime has not only been approved
by Portugal but also by the European Union as a valid form of State aid for
regional development, providing the IBC of Madeira with a stable and fully

regulated and supervised business environment, thus adding to its

international image of credibility and transparency.




The International Business Center of Madeira

It consists of a set of incentives, mainly of a tax nature, granted with the
objective of attractinginward investment into Madeira, recognized as the most
efficient mechanism to modernize, diversify and internationalize the regional

economy.

The decision to create the International Business Centre of Madeira was
the result of a thorough process of analysis and study. Other small island
economies, with similar geographical and economic restraints, had
successfully implemented projects of attraction of foreign direct investment

based on international services activities, becoming therefore examples of

successful economic policies.

MAR - Madeira’'s International Shipping Register

« Allinternational conventions ratified by Portugal are fully applicable to and
respected by MAR and, as aresult, MAR has never been considered as a “flag

ofconvenience”.

« With the exception of fishing vessels, MAR accepts the registration of all

types of commercial vessels, including oil rig platforms, as well as

commercial and pleasure yachts.

- It also offers a very competitive tax regime, applicable to both vessels and

shipping companies licensed within the legal framework of the International

Business Centre of Madeira.
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Ship Register Operational and Tax Advantages

Shipping companies

« Full application of the tax regime of the IBC of Madeira to duly licensed

shipping companies, with or without vessels registered in MAR,;

« Vessels registered in Madeira may be owned and managed by a company
based abroad, not being mandatory to incorporate a company in Madeira's
IBC to proceed with the registration of a ship. In this case, a legal
representative in Madeira must be nominated with sufficient powers to
ensure full representation before the State and the Regional authorities.

NOTE: The registration process is exempt from any form of taxation.

Yacht owning companies

« Theseentitieswillbenefitfromreduced corporatetaxratesuntiltheendofthe

31st of December, 2028, as well as have access to the network of Double-

Taxation Treaties ratified by Portugal.

Tax Regime and E.U. Status

« ThelBCof Madeirahas therefore been fully integratedinthe Portuguese and

E.U. legal systems and, as a consequence, it is requlated and supervised by

the competent Portuguese and E.U. authorities in a transparent and stable

business environment, marking a clear difference from the so-called “tax

havens”and“offshorejurisdictions”, sinceitsinception.

« In 2015, the European Commission
authorizedthe new Stateaidregime for
new companies incorporated between
2015and 2023 and the extension of the
deadline of the tax reductions until the

endof2028.
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TAX BENEFITS

« The present tax regime allows the incorporation of new entities within the
legal framework of the IBC until the 31st of December, 2024, granting a
reduced corporate tax rate of 5%, applicable on the taxable income, until the

3st of December, 2028.
« Inthecaseofinternational services activities, thereducedrateis applicable

to profits derived from operations exclusively carried out with non-resident
entities or with other companies operating within the ambit of the IBC of

Madeira.
« There are no restrictions, nevertheless, on the development of business

activities with Portuguese companies which will be taxed at the general

corporate tax rate in Madeira, currently 14,7%.
« Production and assembling activities carried out by companies in the

Industrial Free Trade Zone of Madeira, onthe other hand, will benefit from the

tax reductions also in operations with Portuguese residents.

Shareholding activities

Madeira's IBC companies qualify for the Portuguese participation
exemptionregime, applicableto both dividends and capital gains, for which the

following conditions must be fulfiled:

« Aminimumshareholdingof10%heldfor12consecutivemonths;

« Thesubsidiarymustbesubjecttotaxationatarateofatleast60%ofthe

Portuguese general rate;

« The subsidiary must not be resident in a jurisdiction included in

Portugal's "blacklist”.

Tax benefits for Shareholders

- Non-resident single and corporate shareholders of Madeira's IBC

companies will benefit from a full exemption from withholding tax on

dividend remittances from the Madeira companies, provided that they

are not resident in jurisdictions included in Portugal's "blacklist".

+ Portuguese corporate shareholders will also be exempt if holding a

participation of at least 10% for 12 consecutive months.
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Other tax benefits and exemptions

Documents, contracts and otheroperations carried outbyIBC companies will

benefit from an 80% exemption on stamp (capital) duty, provided that other

parties involved are not resident in Portuguese territory or are also

companies operating within the legal framework of the IBC of Madeira.

Companieslicensedinthe IBC of Madeirawill also benefit from an exemption

of 80% applicable to municipal property tax and property transfer tax,

regionaland municipal surtax as well as any other local taxes.

Carry forward of losses New Participation
extended uptoa 12 Exemption introduced

New Patent
Box System

introduced years period limited to for inbound and

70% of taxable profit outbound dividends

Trusts in Madeira’'s IBC

What are "Chameleon” Trusts?

By means of the Decree-Law 352-A/88 the Portuguese Government
authorised the establishment of Trusts exclusively devised to off-shore

activitieswithintheinstitutionalframeworkofthelBC.

Inaccordancewiththeapplicable Decree-Law which allowed forthe creation
of Madeiran Trusts, the Settlor shall espressly designate the law that will

regulatetheTrust.

If desired it is possible to susbtitute the chosen law at nay time during the

Trust'sexistence.

Any meterial changein the elected Law, will allow that the Trust Deed simply

amendedandanotherLawpreferredtoregulatethesame.

If the Trustis actually located in the initial jurisdiction this would mean that

theTrustwouldhavetobere-domiciled (if permitted) orextinguished.
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Taxation of a Madeiran Trust

« The Trust is fully exempt from taxation on dividends received from shares,

royaltiesorinterestreceivedonthedeposits.

« Trusts,however,arenotallowedtohavedirectlypurefinancialactivity.

« All non-financial income distributed from the Trustee to the Trust's

Beneficiaries is fully exempto of taxation provided thesw Beneficiaries are

corporate entities licensed to operate within the Madeira IBC or non-

Portuguese resident entities/individuals.

Double Taxation Agreements

« All companies licensed to operate in the International Business Centre of

Madeira may also benefit from the large network of international treaties to

avoid double taxation ratified by Portugal.
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COUNTRY

BAHRAIN

HONG KONG

INDONESIA

ISRAEL
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SAUDI ARABIA

SINGAPORE

SOUTH KOREA

SULTANATE OF
OMAN

"UNITED ARAB
EMIRATES™

TIMOR-LESTE

VIETNAM

& Associados
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In force since 22-05-2012"
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