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Section 01 | Madeira



Part One: History

The island of Porto Santo was officially discovered in 1418 by the seafarer Jodo Goncgalves
Zarco, and the same seafarer's ship only arrived at the island of Madeira the following year.
This fact marks the discovery of the archipelago’s two habitable islands; they were uninhabited

at the time and colonisation only began in 1425.

In an administrative context, three captaincies were created in the archipelago: one on Porto
Santo, the first Captain of which was Bartolomeu Perestrelo, and two on the island of Madeira,
that of Funchal, which was awarded to Jodo Goncalves Zarco, his first captaincy, and the

Captaincy of Machico, for which Tristdo Vaz was responsible.

This was the beginning of Portugal's era of Discoveries and a new page started to be written in

the long history of Western civilisation.

Madeira quickly became the foremost and most important island trading post in the Atlantic
Ocean. Funchal grew in importance as a staging port for Portuguese ships on route to the Gulf
of Guinea as the geographical and commercial exploration of the west coast of Africa grew.
Later on, as the Portuguese Discoveries expanded, Funchal gained further importance as ships

stopped off on the way to Brazil and India.

The discoveries and trading activity, which was principally based on sugar production and
export, but also on wine, fresh vegetables, meat and wood for supplying the ships that staged in
Madeira, particularly from the end of the fifteenth and beginning of the sixteenth century
onwards, caused the Atlantic archipelago's influence to grow and catapulted Funchal from a

small town to city status, right at the beginning of the sixteenth century, in 1508.

The economic cycle of sugar in Madeira's history started at this time. Sugar production would
last for more than a century as the main source of wealth for the islands' inhabitants. It is during
this period that trade between the port of Funchal and Italy's main trading ports in the
Mediterranean and with Flanders in the North Sea flourished. This growth led to a number of

trading and financial families from these trading partners to set up residence in the archipelago.

The Flemish and Italian markets were the principal importers of sugar produced by Madeira,
followed by the Portuguese market, which just accounted for 10% of total demand. The sugar
industry developed locally in the downstream section, as the first conserve and jam industries

arose.

Towards the end of the first half of the sixteenth century, the Canary Islands and Sdo Tomé and

Principe, new archipelagos that had been colonised by the Portuguese in the meantime, as well



as parts of Brazil, began to compete in the sugar export market and Madeira's supremacy in the
international sugar market started to wane. Demand for Madeira sugar and its derivative

products gradually declined all through the second half of that century.

As sugar declined Madeira wine production expanded and all through the seventeenth century it
evolved into a fortified generoso wine. The wine employed sophisticated production methods,
as precise measures of brandy to stimulate ageing in excellent preservation conditions were
defined locally. Thus, the economic cycle of wine started, bringing a new era of prosperity to

Madeira's economy.

At the time Madeira wine was already exported to the main European cities of the time and
there are records of it being drunk and well appreciated by many wealthy classes, including
Paris' clergy. Its evolution at the end of the eighteenth century and beginning of the nineteenth
century to a fortified generoso wine subject to two to three months ageing at a constant
temperature of around 45 degrees, ensured that it became an equal of port and sherry, and one

of the most famous and well regarded fortified wines of the Western world at that time.

This second great economic cycle reaches its peak in the middle of the nineteenth century and
it is almost abruptly terminated as the destructive Phyloxera Vastatrix plague, brought to the Old
Continent by American grape varieties, spreads throughout Europe. This plague had destroyed
nearly all wine production on the island within a few years. The cure is obtained, curiously, by
successful grafts of European grape varieties onto the varieties carrying the virus, but which are
immune to it. The production and international sale of Madeira wine started up again, but never
on the same scale as before, one of the reasons being that port and sherry also regained their
market share and production capacity, which were, respectively, ten and fifty times greater than

that achieved by Madeira wine.

Another economic cycle in the history of Madeira was brought to a close. However, the
enormous international expansion of the archipelago over the centuries allowed it to consolidate
its image of a land with luxurious vegetation and a mild climate which was beneficial for health.
Its fame as a cure for lung disorders crossed borders and won over European nobility of the end
of the nineteenth and beginning of the twentieth centuries. Royal families, such as the Dutch
and Swedish, and imperial families, such as the Austrian or Brazilian families, sent some of their
most illustrious princes and princesses to Madeira to spend time recovering from such diseases.
This fact leads to the creation of the first hotels on the island, to accommodate such illustrious
visitors and, with them, a growing tourist industry that was also taking its first tentative steps on
a worldwide scale. This led to a new economic cycle in Madeira, the tourism cycle, which has

lasted to the present day.



The emergence and expansion of the sea cruise industry during the first half of the nineteenth
century, which proliferated in the Atlantic, helped, via its stop-offs in Madeira, to consolidate the

archipelago's tourist industry.

This development was followed in the second half of the twentieth century by charter flights to
tourist destinations and long-term stays. Madeira, despite its small size, was able to keep itself
on international tourism circuits and it continues to gain the preference of a reasonable number
of tourists, mainly European ones. Nevertheless, the information society and economic
globalisation have rapidly led to the creation of new, easy to access exotic tourist destinations at

competitive prices compared to those of Madeira in its traditional markets.

Thus, the need arose to find new ways to sustainably develop Madeira's economy, diversifying
and consolidating its basic underlying pillars. In addition to investment in the complete
refurbishment of the region's infrastructures, UMa - Madeira University and the Madeira
Tecnopolo (science park), the International Business Centre of Madeira was also set up. The
centre now accounts for 21% of the region's GDP and has made it possible to diversify and

internationalise the regional economy, turning it into Portugal's second wealthiest region.

Part Two: General Information

Location

The Madeira archipelago, which is part of Portugal, is located in the Atlantic Ocean, 978 Km
southwest of Lisbon. The archipelago is of volcanic origin. It comprises the islands of Madeira
(736 km2), Porto Santo (43 Km2), Desertas (14 Km2) and Selvagens (4 Km2). Only the first two
islands are inhabited. The latter two are nature reserves.

Mountain system and Climate

The island of Madeira possesses quite a pronounced mountain system. The island's highest
points are Pico Ruivo (1 862 m) and Pico do Areeiro (1 818 m). The mountain sides and
exposure to prevailing winds allow a number of micro-climates to exist on the island. These
micro-climates together with the exotic vegetation are an important factor in attracting tourism,
the region's main economic activity. There are no great variations in temperature throughout the
year. The climate remains mild, with average maximum temperatures of 22° C and minimums of
16° C. The sea temperature is constant due to the Gulf stream - 22° C in summer and cooling

gradually over the winter, reaching 17° C by winter's end.



The island of Porto Santo, on the other hand, has a geomorphological composition that is
completely opposite to that of the island of Madeira. It is very flat and has 9 km of beaches of

fine, golden sand. It is a tourism resort with great potential that is still largely unexploited.

Population

The most recent data (2000) indicates a resident population of 242 400, which is concentrated
around the city of Funchal, the region's capital. Around 75% of the population lives in just 35%
of the territory, primarily on the southern coast. This is the zone in which most of the economic

activity occurs and where most of the hotels are located.

Economy

The region's economy is fundamentally based on internationally-orientated services. Tourism
(28% of GDP) and the International Business Centre (21% of GDP) are the regional economy's

main sources of revenue.

The main products of the agricultural sector, which has a smaller share of the economy, are
bananas, which are principally for consumption in the local and mainland Portugal markets, and

the famous and internationally known Madeira wine.

The industrial sector, which accounts for around 10% of the regional GDP, has segments such
as handicraft activities, producing goods such as embroidery work, tapestries and wicker
objects for export, co-existing with other activities that primarily target the regional market, such
as upstream and downstream civil construction activities, mills and bread and

confectionery/pastry products, milk products, beer, tobacco and wine.

The climate of political stability that has been in place since the last quarter of the twentieth
century, as well as joining the EEC in 1986, has allowed the region to recover from its structural
backwardness.

It is significant to note that in 1988 the region's per capita GDP was 43% of the Community
average, whereas in 2001, according to data of the Regional Statistics Office, it was 79% of the

Community average and 112% of the domestic average.

It should be highlighted that the dynamism shown by the regional economy has allowed most of
the working population to obtain employment. The unemployment rate is just 2.5%.

Political system

In political terms, Madeira has been an autonomous region of Portugal since 1976. Portugal is a

member state of the OECD and European Union. Madeira possesses political-administrative



status and its own governmental bodies that are democratically elected: the Regional
Parliament and Regional Government. The Portuguese State is represented in the region by its
Representative, who is appointed by the Portuguese President, after consultation with the

Portuguese Government.

The region's autonomy has gradually increased over the last 25 years. Madeira now has the

powers to pass legislation on the majority of matters concerning its own development.

In 2005, the regionalization of the tax system occurred and management and administrative

powers of the Portuguese Tax Authorities were transferred to the region.

Part Three: Visit Madeira

How to get there

Madeira can be reached by air or by sea. Flights between Lisbon and Funchal take 1 hour and

25 minutes. Connections to Europe's main capitals take around three hours.

Madeira International Airport's runway was recently extended to allow intercontinental flights to
land. There are direct flights to Madeira from London, Paris and other European cities as well as
from some South American cities. There are currently more than a dozen daily flights

connecting Madeira to Lisbon and Porto.

Entry

In most cases, to visit Madeira on tourism or business, you just need a valid national passport,

or other ID document in the case of European Community citizens.

Citizens of non-EU countries require the following to stay in Portugal long-term:
possession of a travel document valid for at least 3 months beyond the termination date of
the planned visit;
a valid visa appropriate to the purpose of the stay, which must always be obtained from a
Portuguese diplomatic mission or consular office outside of Portugal;
possession of sufficient funds to support themselves for the duration of the stay;

non-inclusion on the common or national list of non-admissible persons.

Citizens of European Union member states, member states of the European Economic Space
and Switzerland possess the right to enter, stay and reside in Portugal. If they decide to reside

in Portugal, they must apply for a residency card within 3 months of entering Portugal.



Accommodation

You can choose from a vast range of four and five-star hotels located in Funchal. As an
alternative, you can opt for more recent accommodation solutions, consisting of smaller-sized
units in rural areas, which permit closer contact with the local population and nature. Hospitality,
tailored customer service, good taste and quality are the traditional and dominant characteristics

of all hotels. NewMadeira can help you reserve your hotel.

Customs formalities

There are no limits regarding the export of articles. If you are conveying a quantity of goods that
customs officials deem to be excessive, you may be asked to prove that the items are for

personal consumption.

Vaccinations and health precautions

No vaccinations are required before visiting the archipelago. Emergency services in public
hospitals are provided to European Union citizens free of charge. Private medical assistance is

appropriate for visitors of other nationalities.

Infrastructures

In recent years Madeira's infrastructures have undergone substantial investment, creating
modern and efficient infrastructures that make the people of Madeira proud. These
infrastructures have been the motor behind the archipelago's development. Examples include
the modern road network, the new commercial port beside Madeira's Industrial Free Zone and

the modern telecommunications network with high-quality connectivity levels and bandwidths.
Well located high-quality real estate for residential or commercial purposes is easy to find, at
reasonable prices.

Language

The official language is Portuguese, though most people are fluent in at least one foreign
language - principally English - due to Madeira's vocation for international services.

Living in Madeira

Madeira has a large community of foreign nationals from a vast range of countries. They mostly
chose the island for the following reasons:
high level of security, without equal in Europe;

temperate climate;
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natural beauty;

environmental balance;

top-quality education system, including a number of international schools;
access to goods and services of high international quality;

friendly and cosmopolitan population;

easy access to mainland Europe;

quality houses and apartments available for reasonable prices.

Part Four: Cost of living

The cost of living in Madeira is considerably lower than the rest of Europe. The per capita
income in the region (EUR 16,600) is just below the EC average, based on the 27 countries.
This fact is reflected by the cost of living. The majority of goods are much cheaper than in the
other European Union countries, including the price of property, renting, food, drinks and
entertainment. It is difficult to calculate the average cost of living in Madeira since it depends on
the circumstances and type of life led by each person. The fact of the matter is that the majority
of foreigners living in Madeira coming from Western European countries consider the cost of

living to be up to 50% lower than in the country of their birth.

Some typical costs:
rented quality apartment located in Funchal: EUR 20/m2/month;
purchased quality apartment located in Funchal: EUR 1,250/m2;
meal in a mid- to high-quality restaurant: EUR 20/meal;
purchased offices in the centre of Funchal: EUR 1,750/m2;

rented offices in the centre of Funchal: EUR 20/m2/month.

Labour costs:
Minimum wage in Madeira: EUR 411,06/month;
Salary of a newly graduated professional without work experience: EUR 750/month;
Salary of a university graduate (engineer, accountant, economist, lawyer) with two years’
work experience: EUR 1,500/month;
Salary of a highly qualified top-level manager with more than five years’ work experience:
EUR 3 000/month;
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Part One: Successful economy

The region's economy has become a case study due to its success. Gross value added has
grown by more than 200% in the last ten years and GDP has grown an average of 10.7% per
year during the last five years. Madeira is the region of the Iberian Peninsula recording the
highest GDP growth rate.

Per capita income has been above the national average since 1997, and the gap has tended to

increase each year.

The International Business Centre of Madeira, which represents 21% of the economy, has

greatly contributed to this success story.

Part Two: Member state of the European Union

Madeira is an autonomous region of Portugal, which is a member state of the European Union
and the OECD. Madeira is, thus, an integral part of the European Union, which provides it with
the following advantages:
the guarantee of operating in a credible centre, supported by the 27 member states and not
in a tax haven, a fact that ensures that Madeira is not on international blacklists;
all principles of the Treaty on European Union are applicable to Madeira companies and
their investors, namely the principle of freedom to establishment and to provide services.
The European Court of Justice's ruling on the Cadbury Schweppes case strengthened this
principle, since this Court confirmed that a company can be located in a specific Member
State solely for tax purposes;
Madeira's companies are automatically ascribed a VAT number, which provides access to
the intra-Community market without any type of restrictions;
Madeira is part of the European Monetary System (euro), a fact that provides for reduced
operating costs and eliminates exchange rate risk;
all Community directives are applicable to Madeira, guaranteeing a well regulated and

modern legal system that protects investors' interests.

Part Three: Tax system

Entities operating within the scope of the International Business Centre of Madeira benefit from
the European Union's most advantageous tax system, in terms of both direct taxation (0 to 5%
rate of tax on profits) as well as indirect taxation (14% VAT, which is the European Union's

lowest rate).
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Part Four: Double taxation agreement

Madeira, as an integral parte of Portugal, benefits from the large network of Double Taxation

Agreements that Portugal is party to.

Part Five: Less red tape

Portugal has introduced legislation in the last few years aimed at reducing red tape and
simplifying procedures in a wide range of areas, such as the legal, statistics, tax and licensing

fields, as well as a host of others.

A significant example of this is the fact that since June 2006 it has been possible to perform
most legal procedures for companies by private document, without the need for a notary public
to intervene. Other significant examples include the formation of a company via the internet and

the fact that a capital decrease does not require the approval of a law court.

Part Six: Infrastructures

In recent years Madeira's infrastructures have undergone substantial investment, creating
modern and efficient infrastructures that make the people of Madeira proud. These
infrastructures have been the motor behind the archipelago's development. Examples include
the modern road network, the new commercial port beside Madeira's Industrial Free Zone and
the modern communications network with high-quality bandwidth and levels of connectivity.
Madeira, due to its geographical position, is a node for a number of underwater cables
connecting the continent of Europe to America and Africa. This fact guarantees the necessary

bandwidth and connectivity with the rest of the world.

Part Seven: Other factors
even though there are no restrictions on the import of non-resident labour, Madeira has both
skilled and unskilled labour, speaking multiple languages and available at relatively low
cost;
political and social stability;
low operating costs compared to other European jurisdictions, particularly in relation to
wage levels, telecommunications, facilities, energy and many others;
suppliers of highly specialised and efficient professional services, with the capability of
catalysing the successful implementation and management of investment projects in
Madeira;

geographical location, in the same time zone as London;

14



security, living quality, mild climate, natural beauty and all the other characteristics that

make Madeira a world-renowned tourist destination.
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Part One: Underlying principles

The International Business Centre of Madeira is an economic development instrument for the
autonomous region of Madeira. It was created with the following objectives:
modernise, diversify and provide for the international expansion of the autonomous region's
goods and services production structure;
to compensate for the structural constraints resulting from the reduced size of the domestic

market and the ultra-peripheral status held by Madeira.

Part Two: Business activities

Business activities in the following fields can be carried out in the International Business Centre

of Madeira:

international services
Trading, consultancy, professional or technical services, holding or any other international

services.

financial services

Banking, financing, investment and insurance or any other financial activity;
industrial free zone

Industrial or storage business activities, as long as they do not endanger public safety or

national security.

international shipping register

Maritime transport, registration of ships and commercial or pleasure yachts. Bearing in mind
that VAT rates vary a good deal amongst the different E.U. countries (from the 14% of Madeira
to the 25% in Denmark and Sweden) and taking into account that, in various circumstances,
VAT to be liquidated is the one at origin, the activity of E-commerce may be structured in such a
way that it takes advantage of such discrepancy of rates, offering higher margins and/or more

competitive prices.

Part Three: Tax system

Entities operating under the jurisdiction of the IBC benefit from the European Union's most

competitive tax system:

in relation to members

Members that invest in the capital of a company of the IBC are exempt from:

17



withholding tax on dividend and interest payments;
capital gains tax resulting from the sale of equity interests in the company;

tax on income from company liquidation proceedings

This tax relief is accessible to members that are non-resident in Portugal or members operating
in the IBC.

in relation to the company

Companies licensed prior to January 2001

Companies licensed to operate under the jurisdiction of the IBC before 1 January 2001 are
exempt from:

corporate tax (IRC) until 2011,

the obligation to withhold tax on royalty, interest and service payments;

stamp duty on company capitalisation;

municipal transaction tax (IMT) and municipal property tax (IMl);

notary public and registrar fees.
Madeira also has the European Union's lowest VAT rate: 14%.

N.B. NewMadeira has companies holding a pre- 1 January 2001 licence available for its clients.

Requirements:

Licensed by the Madeira Regional Government to operate in the IBC;
exemption from withholding tax only applicable on payments to non-residents in Portugal or
on payments to other entities operating in the IBC;
corporate tax (IRC) exemption on income from outside Portugal or on income from other
entities operating in the IBC;
in regard to maritime transport companies, corporate tax exemption is only not extensible to
income from the transport of passengers or freight between Portuguese ports;

exemption on municipal transaction tax and municipal property tax is only applicable to
real estate located in Madeira and registered for company business use;

no requirements of substance exist.

Companies licensed after January 2007

Companies licensed to operate in the IBC after 1 January 2007 benefit from the same
exemptions detailed above, except for corporate tax (IRC) exemption. The corporate tax (IRC)

rate is:
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2007 - 2009: 3%;

2010 - 2012: 4%j;

2013 - 2020: 5%.
Requirements

The requirements are the same as those for companies licensed prior to 2001, except for some

requirements of substance that are applicable.

Some business sectors have specific tax relief:

Pure holdings

SGPS - Sociedades Gestoras de ParticipacBes Sociais holding companies comply with the
requirements of the parent subsidiary directive, thereby allowing the SGPS to receive dividends
from subsidiaries domiciled in the European Union exempted from withholding tax at source in

the origin country.

The tax system of SGPS holding companies is as follows:

Equity interests in the European Union

100% participation exemption on dividends and capital gains;

services rendered and interest: Corporate tax rate of 22.5%.

Equity interests in non-EU countries

Corporate tax rate of 0 - 5% on income from dividends;

100% participation exemption on capital gains;

services rendered and interest: Corporate tax rate of O - 5%;

exempt from obligation to withhold tax at source on royalty, interest and service payments;
exempt from stamp duty on company capitalisation;

exempt from municipal transaction tax (IMT) and municipal property tax (IMI);

exempt from notary public and registrar fees.

Specific requirements of SGPS holding companies

licensed by the Madeira Regional Government to operate in the IBC;

exempt from withholding tax at source on payments to non-residents in Portugal or on
payments to other entities operating in the IBC;

exemption on municipal transaction tax and municipal property tax is only applicable to real

estate located in Madeira and registered for company business use.
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Maritime transport

Corporate tax exemption/relief is applicable to all income from this business activity, except for

the transport of passengers or freight between Portuguese ports.

The crew of vessels registered in the International Shipping Register are exempt from income

tax.

Shareholders residing in Portugal can also enjoy the above-described tax relief.

Industrial free zone

Corporate tax exemption /reduction is applicable to all income of an industrial nature from
business implemented in the Industrial Free Zone, including income obtained in Portugal.

Shareholders residing in Portugal can also enjoy the above-described tax relief.
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Part One: Company types

Commercial company types existing in Portugal:

Private limited company (Lda.)
Single member limited companies
Public limited companies (S.A.)
Limited partnership companies

General partnership companies

Part Two: Comparative chart

You can see a comparative chart below:
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Part Three: Private limited company (Lda)

Main features of Private limited companies (sociedades por quotas):

Name
The business name must end with the word "Limitada" or its abbreviation “Lda".

If the company has only one member, the business name must include the term "Sociedade

Unipessoal" or word "Unipessoal” before "Limitada" or "Lda".

23



Members

One or more members, which may be natural or legal persons. If the company only has one

member then it is a Single Member Limited Company.

No nationality requirements exist.

Liability of shareholders

Liability is limited" to the share capital subscribed by each member.

Members are joint and severally liable for all capital contributions of expelled members
established in the articles of association.

Capital

The capital is represented by quotasz. Minimum capital: EUR 5,000.00. Quotas equal to or
greater than EUR 100.00.

Members' capital contributions can be in cash or other assets over which a pledge can be

constituted.

Up to 50% of capital contributions in cash can be deferred®.

Management

The company is managed and represented by one or more managers. Managers can be
members or non-members.

Managers are appointed in the company's articles of association or elected (or removed from

office) afterwards by resolution of the members.
Managers must be natural persons and can be remunerated or non-remunerated.

Management powers encompass all acts of management and representation that assure

fulfilment of the company's object, in compliance with members' resolutions.

! !Liability for the company’s debts to creditors is generally limited to the company’s assets, though the articles of
association may establish that one or more members may be held liable for the company’s debts in a limited manner.

2 A quota is a holding in the capital. Generally, the rights and obligations intrinsic to each quota are determined by the
fraction of the capital that the nominal value of the quota corresponds to. Securities representing equity interests may
not be issued.

% The paying-in of 70% of capital contributions in cash can be deferred as long as the final date is specified or the
deferred paying-in is dependent on specific and established facts. Whatever the case may be, the paying-in date may
not be more than 5 years after the date the memorandum of association was entered into, or more than half the
specified duration of the company if the same is established for a limited period of time.
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Binding the company

The articles of association establish the operating rules for management, i.e. the number of

signatures required to bind the company and the associated rules.

If no provision is made in the articles of association regarding this matter, then the company is

bound by the signature of the majority of the managers.

Management liability

Managers are held liable by the company, members and third parties for damages directly

caused by acts or omissions that intentionally infringe their legal or contractual duties4.

Managers assume liability before a company's creditors when the company's assets are not
sufficient to cover the respective credits and when said fact results from the infringement of their

legal or contractual duties.
Managers are joint and severally liable.

Managers are subsidiarily liable for a company's tax debts when the fact that the company's
assets are insufficient to meet the debt is attributable to them or when they cannot prove that

the non-payment of tax was not attributable to them.

Supervision

The appointment of a supervisory board is not compulsory. If the company has a supervisory
board, it is governed by the regulations established for the same body of public limited

companies.

If no supervisory board exists a statutory auditor (auditor/chartered account) must be
compulsorily appointed if the company exceeds two of the three thresholds during two
consecutive years:

Balance Sheet Total: Eur 1,500,000.00;

Total Income: Eur 3,000,000.00; and

Number of Employees: 50.

The appointment of a statutory auditor ceases to be necessary if two of the three requirements

are not surpassed during two consecutive years.

Private limited companies may appoint a company secretary if deemed necessary.

* The duty to administrate, act with diligence, report the management and submit accounts, the duty not to enter into
competition, duty to disclose, the duty to abide by the decisions of the General Meeting.
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Part Four: Single partner limited companies

Main features of single partner limited companies (sociedades unipessoais por quotas):

Founding and modification

A single partner company has only one partner, natural or legal person, holding the entire share

capital.

A single partner limited company can result from:
a) One single partner takes control of all the capital of a private limited company;
b) Conversion from a limited liability sole proprietorship; and

¢) The founding of a totally new single member limited company.

The business name must include the term "sociedade unipessoal" or word "unipessoal" before

"Limitada" or "Lda".

The sole partner of a single partner limited company can convert the company into a multiple
partner private limited company by:

a) Splitting and selling off part of the shareholding; and

b) Increasing the share capital with a capital contribution from a new member.

Applicable regulations

Single partner limited companies are governed by legislation that also governs private limited
companies.

Impact of single partnership

A natural person can only be the partner of one single partner limited company.

The partner of a single partner limited company cannot be member of another single partner

limited company.

Any interested party can apply for the administrative winding up of the company if any of the
abovementioned regulations are infringed. In such an event, however, the registrar can grant a
30-day extension for the company to remedy the situation and comply with regulations. This

period may be extended for a further 90 days on the request of the interested party.

Partner’s decisions

The sole partner shall exercise the powers conferred upon general meetings, and may, in

particular, appoint managers.
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The partner's decisions that are identical in nature to resolutions adopted at a general meeting
must be recorded in minutes and signed by the partner.
Relations between the partner and the company

Any legal contracts entered into by the sole partner must:

a) Work to implement the company's object;

b) Comply with the legally established form and must always be in writing; and

c) The respective documents must be attached to the management report and the financial

statements.
Infringement of this rule causes any contracts entered into to be declared null and void and the
partner to be held unlimitedly liable.

Part Five: Public limited companies (SA)

Main features of public limited companies (Sociedades Andnimas):

Name

The business name must end with the word "Anénima" or the abbreviation "S.A.".

Shareholders

A general rule is that a public limited company cannot be founded with less than five

shareholders.

No nationality requirements exist.

Single shareholder public limited companies (one member), with registered shares, can be
founded within the scope of the Madeira International Business Centre.

Liability of shareholders

Liability® is limited to the share capital subscribed by each shareholder.

Shareholders are joint and severally liable® for all capital contributions of expelled members

established in the articles of association.

Capital and shares

® Liability for the company’s debits to creditors is generally limited to the company’s assets, though the articles of
association may establish that one or more shareholders may be held liable for the company’s debts in a limited
manner.

® The liability of a natural person does not rule out the liability of the legal person
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Capital divided into shares each with an identical face value of at least one cent. Minimum
capital: EUR 50,000.00.

Up to 70% of capital contributions in cash can be deferred’. The deferral may not exceed 5

years.

Shares can be:

Registered

Registered shares allow the issuer to identify the holder of the shares at all times.

The shares will always be registered:

a) While they are not paid-up 100%;

b) When it is established in the articles of association that their sale is not permitted without
the company's consent, or there is any other restriction to their sale;

c) If the shares are held by a member obliged by the articles of association to provide
supplementary capital,

d) The company is a single partner public limited company operating within IBC's jurisdiction.

The inter vivos transfer of property of registered shares is performed by a sale's declaration
endorsed on the security by the transferer, declaring assignment of property to the transferee. If
mortis causa transfer of property occurs, the declaration is made by the head of the household
or by the notary public that draws up the inheritance deeds. In the event that the inheritance is
decided by court, the declaration is made by the competent court official.

Bearer

Unlike registered shares, the identity of the holder is not always known.

The inter vivos or mortis causa transfer of property of bearer shares is done by handing over the

security to the purchaser or a depositary nominated by the purchaser.

If the securities are already held in deposit, the transfer of property is performed by registration
in the purchaser's account.

General meeting

The members of the general meeting are the shareholders.

" The paying-in of 70% of capital contributions in cash can be deferred as long as the final date is specified or the
deferred paying-in is dependent on specific and established facts. Whatever the case may be, the paying-in date may
not be more than 5 years after the date the memorandum of association was entered into, or more than half the
specified duration of the company if the same is established for a limited period of time.

28



They decide on matters attributed by legislation or by the articles of association, as well as
matters that do not come under the jurisdiction of other company bodies. Management matters

can also be decided on, if so required by the management.

The specific powers encompass:

a) approving the management report and accounts for the financial year when it is the
company body responsible for such;

b) approve the proposed appropriation of income;

c) perform a general appraisal of the company's management and supervision; and it has the
power to remove directors from office, within the scope of its powers, or express its lack of
confidence in directors; and

d) perform the elections under its jurisdiction.

The amendment of the memorandum of association can only be approved by the shareholders,

unless any other company body is legally provided with powers to that end.

The general meeting is also responsible for:

a) approve instituting legal proceedings on the liability of members of management in regard
to the company;

b) approve the acquisition of own shares;

c) approve the issue of bonds;

d) provide authorisation to directors to undertake business competing with that of the
company;

e) define directors' remunerations.

Management and supervision

Public limited companies may opt for one of three structures:
Board of directors, audit committee and statutory auditor
Executive board of directors, general and supervisory board and statutory auditor

Board of directors and supervisory board

Board of directors

The number of directors of the board is established in the memorandum of association.

The management can be performed by a sole director as long as the share capital does not
exceed EUR 200,000.

Directors need not be shareholders, but they must be natural persons with full legal capacity.
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If a legal person is appointed as a director, it must appoint a natural person to exercise the
office in its name; the legal person is joint and severally liable with the appointed natural person

for the actions of the latter.

Directors may be designated in the memorandum of association or elected by the general
meeting or inaugural meeting, for a term of office established in the memorandum of

association, which is no greater than four calendar years.

The chairman of the board can be elected by the general meeting that elected the board of
directors or by the board of directors itself. The memorandum of association can approve the
provision of a casting vote for board of directors' resolutions to the chairman. The Chairman will

always possess a casting vote if the board is composed of an even number of directors.

The board of directors shall be responsible for managing the company's business activities, for
which purpose it is provided with ample management powers. It must submit to the resolutions
of shareholders or to the intervention of the supervisory board or the audit committee only in the

circumstances in legislation or the memorandum of association that establish such.

The board of directors functions as a sole body by majority. The company is bound by the
contracts entered into by the majority of its directors, or by a lesser number, if so established in
the memorandum of association.

The board of directors meets whenever convened by the chairman or by two other directors.

The board of directors must meet at least once a month, unless otherwise established in the

memorandum of association.

The directors must be notified in writing, with the appropriate advance notice, except where the
memorandum of association provide for meetings on pre-established dates or another form of

providing notice of meeting.

Supervisory Board

The company is supervised by:
a) a supervisory board or a sole supervisor; and
b) a supervisory board and a statutory auditor or a firm of statutory auditors that is not a

member of the supervisory board.

The second type of supervision model is compulsory for companies issuing securities traded on
regulated markets and for companies, not totally controlled by another company that has
implemented this supervision model, exceed 2 of the following thresholds during two

consecutive years:

30



i) balance sheet total: EUR 100.000.000,00;
i) total income: EUR 150.000.000,00;

iii) number of employees: 150.

The supervisory board has a minimum of 3 permanent members. If the supervisory board is
composed of three permanent members, then it shall have one or two substitutes. When the
number of members is higher then three, there must always be two substitutes. At least one
permanent member and one substitute must be statutory auditors (ROC chartered accountant)

and they cannot be shareholders, unless the form referred to in sub-paragraph b) is adopted.

If the sole supervisor model is implemented, the post must be held by a statutory auditor or a
statutory audit firm and a substitute must be appointed, also a statutory auditor or a statutory

audit firm. Whatever the case, they must never be shareholders of the company.

The sole supervisor is governed by the legal requirements applicable to statutory auditors and,
on a subsidiary basis, where applicable, by the provisions governing supervisory boards and

their members.

The permanent members of the supervisory board, substitutes and sole supervisor are elected
by the general meeting, for the period established in the articles of association, which must not
exceed four years. The first appointment of the company's supervisory officers may be made in

the memorandum of association or at the inaugural meeting.

Company secretary

Companies listed on a stock market are required to appoint a company secretary and a
substitute. All other public limited companies or private limited companies may appoint a

company secretary as they see fit.

The secretary and substitute must be appointed by the shareholders (members) on
incorporation of the company, or by resolution of the board of directors or executive board
recorded in the minutes. In private limited companies, the secretary is appointed by the general
meeting. The secretary's appointment and removal from office, for any reason other the
completion of the term of office, is subject to registration, under the terms set forth in the

Portuguese Companies Act.

The secretary's duties must be performed by a solicitor or by a person who has completed a
university degree course appropriate to the performance of the duties in question. The secretary
must not exercise these functions in more than seven companies, except where these are

affiliated companies.
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The term of office of the secretary is the same as that of the company bodies that made the

appointment. The appointment can be renewed one or more times.

Apart from other functions established in the articles of association, the company secretary's

duties are to:

a)

b)

<)
d)
e)

f)

a)

h)

k)

Act as secretary at meetings of the general meeting, management, the board of directors
and the general board;

Draw up the minutes of meetings and sign them together with the members of the
respective company bodies and the chairman of the general meeting, in the case of
general meetings;

File, store and keep in order the books and loose-leaves containing the minutes,
attendance lists, the share registration book and the files relating to them;

Send out the legal notices of meeting for meetings of all company bodies;

Certify the signatures of the members of company bodies on company documents;

Certify that all copies or transcripts extracted from the company's books or documents kept
on file are truthful, complete and up-to-date;

Meet, within the scope of its powers, any requests made by the shareholders regarding the
exercise of their right to information, and to provide information regarding resolutions of the
board of directors or the executive board to members of the company bodies performing
supervisory functions that have requested such;

Certify the full or partial content of the memorandum of association in force, as well as the
identity of the members of the various company bodies, and the offices and powers they
hold;

Certify updated copies of the articles of association, of resolutions by shareholders, by the
board of directors and all current entries in the company's books, while ensuring that they
are submitted or sent to the holders of shares who have requested them and have paid the
corresponding costs;

Authenticate, with his/her signature, all documentation submitted to the general meeting
and referred to in the minutes thereof;

Guarantee registration of the corporate deeds subject to registration.

Secretaries are civilly and criminally liable for acts practiced in the exercise of their functions.

Part Six: Limited Partnership companies

The provisions relative to general partnership companies are generally applicable to limited

partnership companies.
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General partners are not permitted to compete with the company, in accordance with the terms
established for partners of general partnership companies.
Limited partnership companies with share capital

The provisions relative to public limited companies are generally applicable to limited

partnership companies with share capital.

A limited partnership company with share capital cannot be established with less than five
limited partners.

Name

The business name is formed by the name of at least one of the general partners followed by

the term "em comandita” or "& Comandita", "em comandita por Ac¢des” or "& Comandita por
Accbes".

The names of limited partners cannot form part of the business name without their express
consent and, in such an event, they are generally subject to the level of liability assumed by
general partners relative to third parties.

Partners

Limited partners: partners only liable to the extent of their capital contribution.

General partners: liable for the debts of the company under the same terms as the partners of a

general partnership company.
A private limited company or public limited company can be general partners.

No nationality requirements exist.

Capital

No securities representing equity interests can be issued in limited partnership companies. Only
the capital holdings of limited partners are represented by shares in limited partnership

companies with share capital.

Capital contributions of limited partners cannot take the form of services®.

Management

8 Contribution in the form of work by the member in benefit of the company.
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The managers are responsible for representing and managing the company, within the

boundaries of its object.
Only general partners may be managers, unless otherwise established in the articles of

association.

Part Seven: General Partnership companies

Name

When all the partners are not individually specified, the business name must contain the name
of at least one partner followed by the term "e companhia” in full or in its abbreviated form, or by
any other term indicating the existence of other partners.

Partners

The company must have at least two partners.

No nationality requirements exist.

No partner may perform any business activity, on their own account’ or on account of a third
party, that competes'® with the company's business nor be a partner with unlimited liability in
another company, unless all the other partners expressly consent.

Liability of shareholders

Liability is unlimited. Subsidiary liability** for the company's obligations and jointly and severally

liable' with other partners.

Partners are not liable for obligations assumed by the company on a date subsequent to the
date they exited the partnership, but shall be liable for obligations assumed prior to the date

they joined the partnership.

Partners providing capital contributions in services are not liable, within the company, for losses
except as otherwise stated in the company's memorandum of association.

Capital and equity interests

No securities representing equity interests can be issued.

% Includes ownership of at least 20% of the capital or a 20% share of the profits of a company in which the member
takes on limited liability.

10 Any business activity encompassed by the company’s object.

1 Liability is subsidiary because redress will only be claimed from the member after it has been claimed from the
company.

12 Jointly and severally liable: the member’s liability is shared with all the other members.
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Members' capital contributions can be in services™, cash or other assets.

The value of a partner's capital contributions in services is not included in the capital.

General meeting

The supreme body of the company. All the company's partners are members of this body, with

the following powers:

The following matters compulsorily require resolution of the partners, besides those others

established in legislation or in the articles of association:

a) discussion and approval of the management report and financial statements;

b) appropriation of the earnings for the financial year;

c) resolutions on instituting, transacting or discontinuing the company's legal proceedings
against partners or managers;

d) the appointment of business managers; and

e) consent to a partner to undertake a business activity competing with that of the company.

Management

The managers are responsible for representing and managing the company, within the

boundaries of its object.
All partners are managers, unless otherwise established in the articles of association.
Partners can appoint non-partners to the post, by unanimous decision.

Unless otherwise established, in the case of more than one manager, all managers have
identical and independent powers to manage and represent the company, but any manager
may oppose the action that another intends to take, in which case the majority of managers are

responsible for deciding on the merit of said opposition.

Part Eight: Company formation

There are two ways of forming a commercial company in Portugal:

On-the-spot firm

The "On-the-Spot Firm" initiative makes it possible to form a private limited company, single
member limited company or public limited company in just one office in a simple and very rapid

manner (around 55 minutes).

13 Contribution in the form of work by the member in benefit of the company.
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Obtaining a Certificate of Admissibility beforehand is not required in the "On-the-Spot Firm"

procedure.

The definitive legal person ID card, company memorandum and articles of association and
extract of the entry in the company register are handed over on the incorporation of the
company. The Social Security number is also immediately allocated. The Registry Office will
guarantee communication to all entities that should be notified of the incorporation of the

company, as well as guarantee that all subsequent procedures will be performed.

An "On-the-Spot Firm" can be formed in Company Registry Offices and / or at Company
Registry desks operating in Company Official Procedures Centres (CFE).

Those using the "On-the-Spot Firm" procedure are automatically registered in a centre of

arbitration and provided with a .pt internet domain.

"On-the-Spot Firm" formation procedure

1 - choose the business name and type of memorandum and articles of association

Choose one of the business names from the list of pre-approved names provided by the "On-
the-Spot Firm" customer service desk. An expression indicating the company's intended object

is always added to the business name.
The interested party may alternatively submit a Certificate of Admissibility issued by RNPC.

Select one of the draft memorandum and articles of association packs, approved by the
Directorate-General of Registry and Notary Public Acts, available from "On-the-Spot Firm"

desks.

2 - the members of the company undergoing incorporation are present at the "On-the-Spot

Firm" desk

The information / documents to be submitted from each member:

Natural Persons
Taxpayer card;

National ID card, passport or driver's licence;

Legal Persons
photocopy of Legal Person ID Card (NIPC);
Original copy of the Extract of Entries in the Company Registry, proving all entries in force

and issued less than 1 year previously;
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Photocopies of the national ID and taxpayer cards of the legal representatives of the
company;

The minutes of the resolution of the general meeting (this document may not be required; it
depends on what is established in the company's articles of association);

Photocopy of up-to-date deed of incorporation or memorandum and articles of association,

issued by the respective Company Registry Office.

3 - finalisation of the procedure

The company's documents are drafted there and then, and the certificate of the company's
registration, the memorandum and articles of association, legal person ID card and social

security number of the company are handed over.

4 - subsequent acts

The declaration of the commencement of trading, duly filled in and signed by the licensed
accountant, can be immediately submitted on incorporation. If it is not, then it must be submitted

within 15 days of the date of incorporation.

The deposit of the capital has to be completed within five working days of the incorporation of

the company.

Advantages
the Certificate of Admissibility is not required;

the immediate receipt of the company's papers.

Disadvantages
a business name cannot be reserved;

it may be impossible to find a business name to the user's liking;

The standard memorandum and articles of association available are very restrictive; and
Only the following company types can be formed: Private limited company (Lda.), Single
member limited company and Public limited company (S.A.), as long as the capital does
not comprise capital contributions in kind** and the company's incorporation does not

require prior approval.

general regime

The formation of a company encompasses the following steps:

14 Capital contribution via assets other than cash.
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Step 1 - approval of business name and issue of legal person's card

The first step comprises having the prospective company's name and object approved. This is
applied for using the special form for this purpose, on which three names have to be put
forward, in descending order of preference. The company's object is also subject to approval.

Check the name requirements and some examples of valid company objects.

Competent authority: National Registry of Legal Persons (RNPC)

Average wait: 2 weeks for approval of a 1st application.

Step 2 - depositing the capital

Capital contributions in cash must be deposited in a credit institution. The paying-in of up to
70% of capital contributions in cash can be deferred as long as a final contribution date is
specified or the deferred contribution is dependent on specific and established facts. Whatever
the case may be, the paying-in date may not be more than 5 years after the date the
memorandum of association was entered into, or more than half the specified duration of the

company if the same is established for a limited period of time.

A bank account in the name of the prospective company must be opened for this purpose and,
on signing the memorandum of association, the deposit of the capital must be proven by
affidavit of the members, provided with full assumption of liability.

Step 3 - signing the memorandum of association

A company is officially established when the memorandum of association is signed by all

members and their representatives.

The signature of all members or their representatives must be legalised in situ™.

Output:

memorandum of association.
Average wait: 0.5 days.
Deadline: 3 months subsequent to the issue of the Certificate of Admissibility.

Step 4 - declaring the commencement of trading

15 Signatures must be made in person before a lawyer, solicitor, registrar, notary public or at the chamber of commerce
and industry
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The declaration of the commencement of trading, which establishes when the business started
trading for tax purposes, is submitted on a specific form at the local Tax Office, and it must be

signed by a licensed accountant.

Competent authority: General Tax Directorate

Average wait: 0.5 days.

Deadline: before trading commences or within 90 days of the issue date of the Legal Person
Card.

Step 5 - reqistering the company

The company only possesses legal personality after it has been registered. Thus, after signing
the memorandum of association, it has to be registered at the respective Company Registry
Office. The Company Registry Office will require the publication of the company's articles of

association in the Official Portuguese Gazette.

Competent authority: Company Registry Office
Average wait: 3 days.
Deadline: 60 days from the date the deed of incorporation entered into.

Step 6 - registering with Portuguese Social Security

Registering the company and its employees as contributors to Social Security.

Competent authority: Regional Social Security Office
Average wait: 3 days.

Deadline: 10 days from the date of the Declaration of the commencement of trading for tax

purposes.

All of these steps can be implemented in a Company Official Procedures Centre or,

independently, in each one of the competent public offices.

On concluding these steps, it may be necessary for the company to license the business activity
to be undertaken.
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Section 05 | Tax and Accounting Information



Part One: Tax calendar and relevant dates

Financial year

The financial year coincides with the calendar year but It can be changed.

Accounting

The accounts of a company may not be more than 60 days in arrears, which signifies that any
transaction made by a company has to be reported in the accounts within that time period.
Invoices

Invoices must be issued within five days of the date of supply of the goods and services.

VAT returns

VAT returns have to periodically completed and submitted (monthly for companies with a
turnover greater then EUR 650.000 and quarterly for all others) to the tax authorities, even by

companies with no reported business activity.

Deadlines for the submission of quarterly VAT returns: 1st quarter — 15 May; 2nd quarter — 15

August; 3rd quarter — 15 November; 4th quarter — 15 February of the following year.

Deadlines for the submission of monthly VAT returns: 10" day of each month. The return for the
month ending two months beforehand must be submitted on or before the 10th of each month
(e.g. the return for the month of May must be submitted on or before 10 July).

Approval of Accounts for Financial Year

In general, the accounts must be approved by the shareholders on or before 31 March. Pure
holdings (SGPS) must approve their accounts by 30 April.

Income Statement

The income statement (form no. 22) relative to the previous year must be submitted to the tax
authorities by 31 May. The annual statement, which contains more detailed information, has to
be submitted by the end of June.

Deposit of Accounts

After the accounts have been approved they must be deposited in the Companies’ Registry
Office within 90 days.
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Social Security

Social Security contributions for the previous month must be reported and paid before the 15th
of each month.

Special Advance Tax Payment (PEC)

From 2006 onwards, PEC must be paid during the month of March, or in two instalments - one

in March and one in October.

Part Two: Tax and accounting obligations and respon sibilities

Summary of the tax and accounting obligations and responsibilities of a company:

Accounting requirements

Companies based in Madeira must keep accounting records in Portuguese and use the Official

Portuguese Chart of Accounts, which is based on the French Chart of Accounts.

An accountant is responsible for all record books. This accountant must be a certified member

of Camara de Técnicos Oficiais de Contas [the official Portuguese accountants’ society].

Portuguese law also requires that all accounting documents are kept at the company's

registered office.

All transactions of companies based in Madeira must be duly reported in the accounts with the

originals of the supporting documents.

Our clients must send us all the original supporting documents every month (bank statements,
invoices, receipts, contracts and any other document or information relative to any operation
implemented) relative to all transactions undertaken by the company, before the deadline for

submitting the tax return terminates (see tax calendar).

If we do not receive these documents we shall assume that no corresponding business activity
was carried out during the period and the respective accounting returns will be issued and

submitted accordingly.

Non-compliance with the statutory deadlines or any amendments that imply the correction of

already submitted tax returns, will generate heavy fines payable by our clients.

Annual operating fees payable
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Each year, on completion of twelve months from the date of establishment of the company (not
to be confused with the date of acquisition of the company) the respective annual operating fee

to operate within the framework of the International Business Center of Madeira is payable.

Pursuant to current legislation, non-compliance with the obligations taken on in the application
and subsequent licensing of the business, namely the non-payment in good time of outstanding

fees, may lead to the cancellation of the corresponding licence.

Auditing

Public limited companies (S.A.) as well as SGPS (pure holdings)-type private limited companies
(LDA) are required by law to have their accounts audited by a statutory auditor (ROC). Other
private limited companies must audit their accounts whenever two of the following three

conditions are met over two consecutive years:
Annual turnover greater than EUR 3,000,000;
Total balance sheet value above EUR 1,500,000;

Total number of employees exceeds 50.

Companies with no business activity

If there are objective indicators that a company is no longer in business even though it legally
remains in existence, the State can order that the process of administratively liquidating and

winding up the company commence.

Legislation establishes that companies not submitting accounts for two consecutive years can
be compulsorily wound up. If the tax authorities inform the appropriate registry service of the
lack of effective business activity of a company or the compulsory declaration that the company
has ceased trading, according to the provisions of tax legislation, the company will also be

subject to a compulsory winding up procedure.

Compulsory requirement to use bank accounts

All transactions of companies in Madeira must be duly reported in one or more bank accounts
exclusively assigned to the associated business activity. All transactions relating to capital
contributions, loans or advance payments from shareholders must be made through such

accounts. Other transactions from or to companies must also be made through these accounts.
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The payment of invoices or similar documents greater than EUR 7,500 in value must be
performed using payment methods that allow the recipient to be identified, namely by current

account cheque or bank transfer.

Portuguese banks will always request a copy of the supporting documents for any transaction
above EUR 12,500.

We suggest to our clients, in order to comply with the requirements stated above, that all

company transactions are duly documented and reported in the respective bank accounts.

Correct form for invoices

Companies’ invoices must comply with specific accounting rules and the physical invoice cannot
simply be produced by a word processor. Invoices must be issued by a computer invoicing
programme — in which case the same must contain the expression Processado por computador
[computer processed] in Portuguese — duly authorised by the Portuguese tax authorities.
Alternatively, invoices may be printed by a printing company recognised by the Portuguese tax

authorities, provided that the invoices are sequentially numbered.

The company has to be wholly identified in its invoices. Said information must include the
company’s full business name, share capital, the address of the registered office, taxpayer’s
number and its registry office number.

Invoices must also describe the goods or services that were transacted as well as the
respective sums involved and any other information necessary to calculate the corresponding
VAT.

If VAT exemption is applicable, this fact must be clearly stated in the invoice, with specific

reference to the legislative instrument providing exemption.

Following OECD recommendations, from 1 January 2008 all accounts transactions and invoices
must be issued using software which allows the respective data to be exported in a specific
format known as SAF-T PT (Standard Audit File for Tax Purposes Portuguese Version). This
standard format was created to facilitate the work of tax inspectors in collecting information, and
they may at any time, within the scope of their authority, request the file referring to a particular

transaction or invoice.

Non-compliance with the abovementioned rules leads to specific fines being levied.

Consequently, to avoid such a situation, the invoices must be issued by newmadeira.

Rules regarding certification as a non-resident
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Companies based in Madeira have to prove that the entities with which they establish relations

are non-residents.

With regard to payments and income from day-to-day business activities (payments and income
relative to the transaction of goods and services ) in the international services area, including
SGPS holding companies, any form of proof will be deemed sufficient to demonstrate non-

residency.

In all other situations, proof of non-residency must be made through the submittal of one of the
following documents:

Certificate of tax residence or similar document issued by the tax authorities;

Document issued by a Portuguese Consulate;

Document issued by an official entity that proves residence.

Note that the following payments must never be made without first receiving proof of non-
residency by one of the means referred to in the previous paragraph:

Dividends and advance payment of profits;

Interest and other capital income;

Royalties and other intellectual property income;

Fees for brokering any contract;

Provision of services implemented or used in Portugal, except those concerning transport,

telecommunications and financial activities.

In the event of non-presentation of proof of non-residency it is assumed that the operations
were performed with entities residing in Portugal, therefore cancelling out the benefits granted

to all the entities involved in the operation in question.

Given that the status of non-resident of the entity with which the company in Madeira transacts
is a necessary requirement for the attribution of applicable tax incentives, we only execute

instructions received after receipt of the respective proof of non-residency.

Part Three: Anti-evasion legislation and autonomous taxation

Derogation of banking secrecy

The tax authorities may directly consult banking documents where the voluntary provision or

authorisation to check the same has been refused.

In this context, we advise all of our clients to solely perform bank transactions related to the
licensed activities of their companies in Madeira, which should be duly reported and fully

supported with documents by the company.
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Non-documented expenses

Non-documented expenses are taxed at the rate of 50% or 70%, in the case of exempt

companies.

Entertainment expenses

Entertainment expenses, which are basically expenses related to receptions, meals, trips,
excursions, and shows offered to clients, suppliers or any other entities, are taxed at the rate of

5%, irrespective of whether the company is exempt from corporate income tax or not.

Payment unduly justified to non-resident entities subject to a fav ourable tax system

Under Portuguese law, payments made by Madeira companies to entities residing in tax havens
are not deductible for the purpose of calculating taxable profit, but are subject to a specific tax at
the rate of 35% or 55% in the case of exempt companies, unless the purchaser can prove that
said charges correspond to operations effectively implemented in circumstances that are not

abnormal and the amount involved was also not excessive.

Transfer pricing

According to the Portuguese transfer pricing rules, which follow the OECD’s guidelines on
transfer pricing, operations between related parties must always be transacted at full market

price.

In the context of transfer pricing regulation, operations between an entity residing in Portugal
and another entity residing in a territory on Portugal’s list of tax havens must be considered to
be operations between related parties, even if no shareholding or control relationship exists

between the two parties.

Only transacting entities with net sales and other income greater than EUR 3,000,000, must
possess a duly organised “tax documentation process”, with components capable of proving
market parity in operations with related parties and the methods used to ascertain transfer

prices.

Part Four: Double taxation agreements

Double taxation agreements entered into by Portugal:
Algeria Austria

Belgium Brazil
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Bulgaria
Cape Verde
China
Czech Republic
Estonia
France
Greece
Iceland
Indonesia
Italy

Latvia
Luxembourg
Malta

Morocco

(The) Netherlands

Pakistan
Romania
Singapore
Slovenia

South Korea
Sweden

Tunisia

United Kingdom

Ukraine

Canada
Chile

Cuba
Denmark
Finland
Germany
Hungary
India
Ireland
Israel
Lithuania
Macau
Mexico
Mozambique
Norway
Poland
Russia
Slovakia
South Africa
Spain
Switzerland

Turkey

United States of America

Venezuela
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Part Five: Social security

Social security

Any manager of a company in Madeira, residing or not in Portugal, is obliged to register with the
Portuguese Social Security as well as contribute 31.25% of the respective salary to the
Portuguese Social Security scheme, subject to a minimum contribution equal to the contribution
corresponding to the Portuguese minimum wage. Managers that are not remunerated and
prove that they are registered with and contributing to another compulsory state social security
system are not required to register and contribute to the same end to the Portuguese system.
Exemption is obtained in such cases through the submittal of a certificate from the social
security office of the manager’s country of residence declaring that the same contributes to the

respective compulsory state social security scheme (form E 101).

Companies licensed after 01 January 2001 must possess at least one employee or manager
contributing to the Portuguese social security scheme, so as to comply with substantiality

requirements.

Part Six: Special advance tax payment (PEC)

From 2006 onwards, PEC must be paid during the month of March, or in two installments, in the
months of March and October, or, in the case of companies that have a financial year that does
not coincide with the calendar year, in the 3rd and 10th months of the respective financial year.

Companies that have been exempt from corporate income tax (IRC) for the whole of the
previous financial year pay the minimum PEC permitted by law, i.e. EUR 1,000.

Companies that generated taxable income in the previous financial year will pay PEC equivalent
to 1% of the turnover for the referred to preceding year, with a minimum value of EUR 1,000
and, whenever this limit is surpassed, the tax will be equal to this minimum value plus 20% of
the surplus over this base value, up to a maximum of EUR 56,000.

Companies are exempt from PEC in the first 2 financial years.
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Cayman Islands
Channel Islands®
Christmas Islands

Cocos (Keeling) Islands

Liechtenstein
Luxembourg?
Maldives

Marshall Islands

Part Seven: Official Portuguese black list of tax h avens

List of countries, territories and regions with favourable tax systems:
American Samoa Gambia Panama
Andorra Gibraltar Pitcairn Island
Anguilla Grenada Puerto Rico
Antigua & Barbuda Guam Qatar
Arab Republic of Yemen Guyana Queshm Islands
Aruba Honduras Republic of Vanuatu
Ascension Hong Kong San Marino
Bahamas Isle of Man Seychelles
Bahrain Jamaica Solomon Islands
Barbados Jordan St. Helena Island
Belize Kiribati St. Kitts and Nevis
Bermuda Kuwait St. Lucia
Bolivia Labuan St. Pierre and Miquelon
British Virgin Islands Lebanon St. Vincent and Grenadines
Brunei Liberia Sultanate of Oman

Svalbard Islands
Swaziland
Tokelau Island

Tonga

Cook Islands Mauritius Trinidad and Tobago
Costa Rica Monaco Tristan da Cunha

Cyprus Montserrat Turks and Caicos Islands
Djibouti Nauru Tuvalu

Dominica Norfolk Island United Arab Emirates
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Dutch Antilles Niue Island Uruguay

Falkland Islands Northern Marianas Isl. US Virgin Islands
Fiji Islands Pacific Islands Western Samoa
French Polynesia Palau

Alderney, Guernsey, Jersey, Great Sark, Herm, Little Sark, Brechou, Jethou, Lihou.

Only in relation to 1929 holding companies.

This list is vitally important to Madeira companies given that there is a large amount of anti-

evasion legislation applicable to operations with entities resident in these territories.
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Section 06 | Yachts and ships



Everything you need to know on registering ships and yachts can be found here:

Part One: Advantages

Advantages of registering a vessel in the International Shipping Register of Madeira - MAR:

a)

b)

c)

d)

e)

f)

a register of high quality, credible and secure, listed in the Paris MOU white list on Port
State Control;

European community register. Vessels fly the Portuguese flag and can access European
Union cabotage;

all international agreements to which Portugal is a signatory are applicable;

the income of ships' crew is completely exempt from the payment of any tax;

flexibility relative to crew composition: only the captain and 50% of the safety manning
have to be European nationals and/or nationals of an official Portuguese-speaking country
(Portugal, Brazil, Angola, Mozambique, Cape Verde, Sdo Tomé and Principe, Guinea-
Bissau and East Timor); vessels owned by Spanish nationals are also authorised to have
crew from official Spanish-speaking countries;

the crew and their respective employers are exempt from making social security
contributions in Portugal, as long as they are covered by another social security scheme or
voluntary insurance;

there are no nationality requirements for the owners of vessels registered in MAR;

highly competitive registration and service fees; bulk discounts available;

mortgages of vessels registered in MAR can be governed by the laws of a different country;
access to Europe's most competitive tax system, if the vessel's owner is a company

operating in the International Business Centre of Madeira.

Part Two: Registration of ships

Types of ship

The following commercial vessels can be registered in MAR

(1) Cargo Ships (bulk cargo carriers, general cargo carriers and container ships);
(2) Passenger Ships (cruise ships and "ro-ro" ships);

(3) Barges;

(4) Tugboats and other assistance-providing vessels;

(5) Platforms/Rigs (Stationary and Floating);

Fishing boats are not permitted.

Entities
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Any entity (companies, branch offices, legal or other judicial form of representation) operating in
the field of maritime transport, with its own vessels or charter vessels, can register vessels in
MAR.

Registration can be requested by entities with or without registered office in Madeira, licensed

or not to operate in the International Business Centre of Madeira.

A client selecting an entity operating in IBC will have full access to its favourable tax system.
Entities non-resident in Madeira must appoint a local legal representative.

Types of registration

Permanent Registration;

Temporary/Parallel registration as charter without crew.

Information and documents required for registering a vessel in "MA R" - Permanent
Registration

1. Requirements/Information

Ship's intended name, and two alternative names.

Name of owner, address of registered office of applicant together with memorandum and
articles of association.

List of proposed crew (vessel's safety manning) duly justified.

Classification Society

Name of authority responsible for payment of radio accounts, recognised by Portuguese
authorities.

Commercial navigation area of ship.

Indication of port where flag will be hoisted or exchanged.

Description of communication system.

Ship's propulsion system, including makes, models, power and serial numbers.

Shipyard where ship was built and year

Manufacturer and model of automatic pilot and gyrocompass, as well as other navigation
equipment not mentioned in the ship's station licence (GMDSS).

Year and place of manufacture of the main machinery system, indicate if UMS (unattended
machinery system) or not.

Hull and superstructure colours.

Make and model of automatic pilot.

Make and model of internal communication system (bridge-bow and bridge-stern).
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Makes, models and bow and stern numbers of cranes, capstans and other means of
mooring.

Auxiliary machinery (make and power of generators).

Manufacturer/Model/Serial number/MMSI number/call sign/AAIC of MES (accounting
authority).

Tonnage measures of vessel, in accordance with the 1969 conventions (net and gross
tonnage, total length, hull width and draft).

On registration, the name Madeira must be placed on the vessel's bow and on all life boats

and buoys.

2. Documents that must be duly legalised by the Portuguese Consulate or bear a Hague

Convention Apostille

Power-of-attorney, a standard draft of which can be provided on request;

Bill of Sale™

Official translation to English of the ship's excerpt issued by the relevant authorities of the
previous register;

A certificate issued by the authorities of the previous register stating that the applicant has
already applied for the cancellation of registration and that the Cancellation Certificate will
be issued as soon as registration in MAR is completed;

Certificate issued by the management of the previous register declaring whether the vessel
has mortgages or other encumbrances contracted against it;

Written declaration issued by the mortgage holders authorising registration in MAR;

The signatures must be duly legalised by a notary public and the notary public must certify
the signatories' capacity and that they possess sufficient powers for such. In the case of the

Bill of Sale'®, certification must be performed before MAR.

3. Other documents (copies can be sent)

Confirmation of the Classification Society that the vessel's machinery is UMS, if it actually
is;

Declaration from the authority responsible for the payment of radio accounts, assuming this
responsibility (to be provided as soon as the letters of the new call sign and other numbers
and signs have been attributed to the vessel);

Names and copies of the seamen certificates of the crew and captain;

Crew members' individual employment contracts;

18 |n the event that the ownership document of the ship is the Bill of Sale, the seller’s signature must have been made
before a notary public, who will certify this fact as well as the legal capacity of the selling party(-ies) for the act.
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General plan of the ship
Fire control and life-saving devices' plan (safety plan);
Preliminary Stability Booklet (approved);
Copies of the ship's certificates:

0 International load line certificate;
Cargo Ship Safety Construction Certificate
Class Certificate (machinery);
GMDSS shore based maintenance certificate;
Vessel's radio station licence, including list of communications equipment;
International tonnage and measurements certificate;
Inspection Certificate (Classification Society);
Classification Certificates;

Statements attached to classification certificate;

O O O O o o o o o

Provisional registration certificate.

The vessel's new documents will be drawn up and issued by the authorities of Madeira and

handed over to the ship's captain when the flag is changed.

Please note that the requested inspections must be performed by one of the MAR-approved
Classification Societies.

Information and documents required for registering a vessel in "MA R" - Temporary
Registration

1. Requirements/Information

Ship's intended name, and two alternative names.

Name of owner, address of registered office of applicant together with memorandum and
articles of association.

List of proposed crew (vessel's safety manning) duly justified.

Classification Society

Name of authority responsible for payment of radio accounts, recognised by Portuguese
authorities.

Commercial navigation area of ship.

Indication of port where flag will be hoisted or exchanged.

Description of communication equipment.

Ship's propulsion system, including makes, models, power and serial numbers.

Shipyard where ship was built and year
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Manufacturer and model of automatic pilot and gyrocompass, as well as other navigation
equipment not mentioned in the ship's station licence (GMDSS).

Year and place of manufacture of the main machinery system, indicate if UMS (unattended
machinery system) or not.

Hull and superstructure colours.

Make and model of automatic pilot.

Make and model of internal communication system (bridge-bow and bridge-stern).

Makes, models and bow and stern numbers of cranes, capstans and other means of
mooring.

Aucxiliary machinery (make and power of generators).

Manufacturer/Model/Serial number/MMSI number/call sign/AAIC of MES (accounting
authority).

Tonnage measures of vessel, in accordance with the 1969 conventions (net and gross
tonnage, total length, hull width and draft).

On registration, the name Madeira must be placed on the vessel's bow and on all life boats

and buoys.

2. Documents that must be duly legalised by the Portuguese Consulate or bear a Hague

Convention Apostille

Power-of-attorney, a standard draft of which can be provided on request;

Vessel's Bareboat Charter'’;

Official translation to English of the ship's excerpt issued by the relevant Authorities of the
previous Register;

Declaration of the ship's owner authorising temporary registration in MAR;

Declaration of the competent authorities of the ship's home country, authorising temporary
registration in MAR;

Certificate issued by the Administration of the previous Register declaring whether the
vessel has mortgages or other encumbrances contracted against it;

Written declaration issued by the mortgagees authorising registration in MAR; the
signatures must be duly legalised by a notary public and the notary public must certify the
signatories’ capacity and that they possess sufficient powers for such. In the case of the

Bareboat Charter"’, legalisation must be performed before MAR.

3. Documents (copies can be sent)

7 The charterer's signature must have been made before a notary public, who will certify this fact as well as the legal
capacity of the contracting party(-ies) for the act.
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Confirmation of the Classification Society that the vessel's machinery is UMS, if it actually
is;

Declaration from the authority responsible for the payment of radio accounts, assuming this
responsibility (to be provided as soon as the letters of the new call sign and other numbers
and signs have been attributed to the vessel);

Names and copies of the seamen certificates of competency of the crew and captain;

Crew members' individual employment contracts;

General plan of the ship

Fire control and life-saving devices' plan (safety plan);

Preliminary Stability Booklet (approved);

Copies of the ship's certificates:

International load line certificate;

Cargo Ship Safety Construction Certificate

Class Certificate (machinery);

GMDSS shore based maintenance certificate;

Vessel's radio station licence, including list of communications equipment;

International tonnage and measurements certificate;

Inspection Certificate (Classification Society);

Classification Certificates;

N.B. Statements attached to classification certificate;

O O O 0O o o o o o o

Provisional registration certificate.

The vessel's new documents will be drawn up and issued by the authorities of Madeira and

handed over to the ship's captain when the flag is changed.

Please note that the requested inspections must be performed by one of the MAR-approved

Classification Societies.

Part Three: Registration of yachts

Types of yachts

The following yachts can be registered in MAR:

1. Pleasure yachts;

2. Commercial yachts (used for commercial purposes);

Current terms and conditions

a) minimum length - 7 metres;
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b) for pleasure yachts - maximum capacity: 12 people;

c) for commercial yachts - maximum number of passengers: 12.

Information and documents required

Registration of pleasure yachts

1. Information
intended name for yacht;
name of builder, date and name of shipyard
state whether sailing or motorised vessel and, if the latter, provide details of engine (make
and power);
other characteristics of the vessel, including net and gross tonnage, hull width and draft;
complete and up-to-date list of the radio communication and navigation aid equipment,
including the EPIRB and radio-transponders, and respective quantities, makes and models;
full name and residential address of the registration applicant, as well as copy of national ID
card/passport and taxpayer's card or similar such document'?;
name of authority responsible for radio accounts™®, which is recognised by the Portuguese
authorities;

navigation area®® and maximum number of people aboard.

2. Other documents (copies can be sent)
documentary proof of crew members' sailing skills, if there is a crew;
construction certificate;
Up-to-date colour 6x9 photograph of the boat**;

Radio licence or other communications equipment document from preceding registration22

Bita company, the applicant’s deed of incorporation and articles of association, and registration certificate if a
company external to the IBC system. The documentation provided must indicate who legally binds the company and it
must also be duly certified with a Hague Convention Apostille or by the Portuguese Consulate of the country in which
the company’s registered office is located.
19 proof of the existence of a valid contract with such an authority is required by MAR, normally in the form of a
certificate issued by said authority taking on liability for the payment of the yacht's radio accounts. If the registration
applicant decides to contract Portugal Telecom, we can manage the negotiations locally on its behalf, if so required.
2 Irrespective of the navigation area applied for (A- High seas, B- Offshore, C- Coastal), the vessel must be
compulsorily equipped with a duly programmed radio beacon (call sign + MMSI). If a navigation area A or B is applied
for, a safety information receiver is also required.

Two copies required, showing the entire vessel and showing the vessel's name and port of registry — “MADEIRA” —
on the stern, together with the hoisted Portuguese flag.
22 The competent Portuguese authorities have to inspect all of the vessel’'s radio communication equipment before
issuing a new radio licence.
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recent inspection report drafted by a Classification Society or by maritime authorities, with
regard to signatory countries of IMO Conventions. MAR also accepts the reports of entities

to which powers have been delegated to perform such duties in the country in question.

This inspection report must refer to:

a. Hull and structural stability - the state and maintenance conditions of the hull and
structures, including the date of the last dry dock inspection. Information about stability
where an approved non-standard form is used;

b. Machinery and support systems - status and operating conditions of propulsion motors,
electrical generator, drainage pumps and fire protection devices (refer to quantities and
signalling used);

c. Life-saving equipment and assistance systems - list of these systems, including radio
communication;

d. Standard approval - if the vessel is a standard model, this must be specified in a
document. This document must indicate the admissible navigation area as well as the

maximum number of people permitted aboard.

If the yacht is more than 24 metres in length, MAR requires the following technical documents:

Class certificate issued by one of the classification societies together with copies of the
vessel's general repair plan and its safety plan;

"Safety compliance - non convention" document issued by one of the recognised
classification societies or, as an alternative, the following non- convention certificated: (1)
Construction safety certificate, (2) Radio safety certificate, (3) Equipment safety certificate,
(4) Oil pollution certificate with MARPOL 73/78 - Annex | (when applicable) and (5)
Prevention of pollution by sewage from ships according to MARPOL 73/78 - Annex IV
(when applicable);

Certificate of compliance with LOAD LINE CONVENTION 66 issued by a recognised
classification society;

International tonnage certificate.

3. Original documents duly legalised by the Portuguese Consulate or bearing the Hague

Convention Apostille

Certificate or other document providing proof of ownership of the yacht®;

3t proof comprises a Bill Of Sale, the seller must have signed the Bill in the presence of a notary public, who will
confirm the seller’s legal capacity and powers to sell the yacht and also certify that the document was signed before
them.
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Original or legalised copy of the preceding registration certificate of the yacht (issued less
than six months previously);

A certificate issued by the authorities of the previous register stating that the applicant has
applied for the cancellation of registration and that the cancellation certificate will be issued
as soon as registration in MAR is completed;

Certificate issued by the authorities of the preceding registration indicating any mortgages
and other liabilities contracted against the vessel. If a mortgage does exist, then a written
statement from the mortgagee authorising the vessel's registration in MAR is required, with
a duly legalised signature and certification from the notary public that the signatories have
the capacity to issue the statement.

Power-of-attorney certified by a notary public, according to which powers are conferred on
to newmadeira to provide total representation before Portuguese authorities or those of the
Madeira Autonomous Region, as well as to assure representation before MAR and third
party entities concerning everything associated to the vessels/yachts owned by the
represented party (whenever the applicant does not reside or is not headquartered in

Madeira).

Reqistration of commercial yachts

The ratification of Decree-Law no. 192/2003, of 23 August, provided the possibility of registering
pleasure yachts used for commercial purposes in MAR, excepting such vessels used for non-

sports fishing, freight transport and the transport of more than 12 passengers.

The registration procedure does not differ greatly from that already existing for pleasure yachts
not used for commercial purposes. However, in addition to the information and documentation
required in these cases, the application for registration procedure has to include all of the

yacht's safety data, as required by applicable Portuguese law and international regulations.

In addition, in regard to compulsory technical inspections, while pleasure yachts used for non-
commercial purposes have to undergo their first inspection five years after registration and then
again every three years subsequently, commercial yachts are obliged to undergo annual

inspections, and dry dock inspections of the hull have to be performed every two years.

Part Four: Costs

Commercial vessels

| - Cost of registering ships in MAR
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1 - Initial registration
1.1- Fixed fee Eur 1.800,00

1.2- Variable fee

Net tonnage (NT) up to 250 EUR 225,00
NT from 250 to 2,500 EUR 0.90 x NT
NT from 2,500 to 10,000 EUR 0.75 x NT
NT from 10,000 to 20,000 EUR 0.60 x NT
NT from 20,000 to 30,000 EUR 0.50 x NT
NT from 30,000 to 40,000 EUR 0.40 x NT
NT from 40,000 to 50,000 EUR 0.30 x NT
NT from 50,000 to 60,000 EUR 0.20 x NT
NT above 60,000 EUR 0.10 x NT

2- Annual costs

2.1- Fixed fee EUR 1.400,00
2.2-  Variable fee
Net tonnage (NT) up to 250 EUR 200,00
NT from 250 to 2,500 EUR 0.80 x NT
NT from 2500 to 20.000 TL EUR 0.40 x NT
NT above 20,000 EUR 0.25 x NT

N.B.: The fees indicated in clauses 1 and 2 above are applicable to cargo ships. In the event of
registering a passenger ship or tugboat, the applicable initial and annual fees are those defined

above with an additional 15% and 30%, respectively.
3 - Fees for other services:
Formation of crew and issue of respective certificate EUR 300,00

Annual inspections required by MAR performed on the request of the vessel's owner,

including transport, stay and accommodation of the inspector(s) EUR 100.00/hour

Issuing documents, replacement documents, duplicates, endorsing certificates and/or other

ship's documents (price per certificate or document) EUR 130,00

Certification or endorsement of the competencies of officers and other crew members
EUR 100.00 and EUR 25,00,

respectively
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Embarkation of each crew member EUR 20,00

Supply of forms, log books and other related services, to be defined by MAR

please see clause Il below
Issue of a radio licence EUR 500,00
Cancellation of registration EUR 650,00

Endorsement of ownership certificate and/or division of ownership rights and/or change of

ownership EUR 300,00
Bareboat charter and any amendments to that charter contract EUR 300,00
Change of ship's name EUR 300,00
Book entry of initial registration EUR 300,00
Formation, modification, extinction or recognition of usufruct rights EUR 300,00
Construction contract EUR 300,00

Mortgages, amendments, termination, sale or assignment of mortgage credits, as well as

the priority grading of mortgages EUR 300,00

MAR also charges for the transport and fees of its representatives that will carry out the
inspection of the vessel on the change of flag, which can only be calculated once the port in

which the change of flag will occur is known.

All abovementioned sums must be paid prior to registration. All values are in agreement with
current prices.

4 - Discounts

According to Ordinance no. 180/99, the following bulk discounts exist:

Registration of the third and fourth vessel: 10% discount on the initial fixed fee - EUR

1,800.00 - and discount on the initial variable fee according to the vessel's net tonnage;

Registration of the fifth to ninth vessel: 15% discount on the initial fixed fee - EUR 1,800.00 -
and discount on the initial variable fee the same as for the annual fixed fee - EUR 1,400.00 -

and annual variable fee;

Registration of the tenth and subsequent vessels: 20% discount on the initial fixed fee -
EUR 1,800.00 - and discount on the initial variable fee the same as for the annual fixed fee -
EUR 1,400.00 - and annual variable fee.
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Il - Books and other forms supplied by MAR and respective prices

Books
Ship's Logbook
Engine Logbook
GMDSS Radio Station Log Book
Radiocommunications' Service Book
Oil Record Book - Part 1 (all vessels)
Oil Record Book - Part 2 (QOil tankers)
Cargo Record Book (for vessels carrying noxious liquid substances in bulk)

Waste Garbage Record Book

Forms
Ownership Certificate
Manning Certificate
Provisional passport
CLC Certificate
Temporary Registration Certificate
Crew List
Crew List (cont.)

Embarkation/Disembarkation
Add EUR 15.00 to all values for official administrative acts.

The cost of issuing certificates and declarations is EUR 25.00 each one.

Pleasure Yachts

Cost of documents issued by MAR

Ownership Certificate
Technical Booklet

Radio Station Licence
Forms

Endorsement of ownership
Official administrative acts

Ship's Logbook

| - Pleasure yachts

EUR 40,00
EUR 40,00
EUR 30,00
EUR 30,00
EUR 40,00
EUR 40,00
EUR 40,00
EUR 20,00

EUR 5,00
EUR 5,00
EUR 5,00
EUR 5,00
EUR 5,00
EUR 5,00
EUR 5,00
EUR 5,00

EUR 20,00
EUR 20,00

EUR 300,00

EUR 10,00
EUR 70,00
EUR 15,00
EUR 15,00
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Initial registration fee: EUR 500,00

Annual fee:
1. Yachts between 7 and 24 metres long: EUR 500,00
2. Yachts over 24 metres in length: EUR 500.00 + EUR 2.00 per gross tonnage.

Note that the yacht belonging to a company licensed to operate under the legal jurisdiction of
IBC, is exempt from paying the initial registration fee and will have the right to a 20% discount

on the annual fee, in accordance with legislation and other regulations in force.

Il - Commercial Yachts
Initial registration fee:
1. Fixed fee: EUR 1.250,00

2. Variable fee:
(1) GRT up to 250: EUR 200.00;
(2) GRT > 250: EUR 200.00 plus EUR 0.75 per additional gross tonnage.

Annual fee:
3. Fixed fee: EUR 1.000,00

4. Variable fee:
(1) GRT up to 250: EUR 200.00;
(2) GRT > 250: EUR 200.00 plus EUR 0.75 per additional gross tonnage.

Part Five: Sundry information

Classification societies

List of Classification Societies recognised by Portugal:
Lloyd's Register of Shipping (LRS);
Germanischer Lloyd (GL);
Det Norsk Veritas (DNV);
Bureau Veritas (BV);
American Bureau of Shipping (ABS);
Nippon Kaiji Kyokai (NKK);
Registro Italiano Navale (RINA);
Rinave Portuguesa (RINAVE).
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ship's logbook

Ship's logbooks may be requested of MAR's Technical Commission whenever necessary, using
the respective form. The legal representative will agree with MAR the delivery arrangements of
the same in the register's offices and will send them to their destination by mail, according to the

instructions received by the vessel's owner or its operator.

radio station licence

The ship's radio station licence is issued by the Portuguese maritime authority - IPTM. The
vessel registration applicant - the respective owner or operator - must complete a form that will
be submitted to IPTM through MAR's Technical Commission. IPTM will then immediately issue
a provisional licence, valid for 6 months, on confirmation that the required radio equipment is
functioning correctly and in compliance with Portuguese legislation and regulations. The parties
will set a date, in the meantime, for an inspection of the radio equipment on board the vessel.
This will be implemented directly by IPTM inspectors or by a recognised like organisation of the

country in which the inspection will be carried out.

mortgages

The registration of mortgages in MAR allows the parties (borrower and lender) to choose the

law that will govern the mortgage.

If the parties mutually select any other jurisdiction to govern the mortgage, they will have to sign
a document stating this intent and indicating the chosen jurisdiction. A copy of the respective

legislation, translated to Portuguese, must be attached to said document.
If said document is not signed, Portuguese law will be applicable.
To prepare the registration of the mortgage, we need the following documents to be sent to us:

a) If the mortgage is based on a loan contract already signed by the two parties and they wish
to register the loan contract - a copy of this contract translated to English, French, Spanish

or Portuguese;

b) If such a contract does not exist or the parties do not wish to register it, we must be
provided with the following data: the loan value, the date on which it expires, the payment
method, the definition of who pays the interest, and other clauses reinforcing the bank

guarantee that are deemed essential to the mortgage;

¢) The same procedure should be followed by the owner on behalf of any other member of

our staff.
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The currency used will be that defined by the parties.

renewal of registration

Temporary registration in MAR is valid for an initial period of two years. This can be
subsequently renewed, according to the terms of the bareboat charter, and on official
application to that end by the vessel's operator/charterer or its local legal representative, and as
long as all parties involved expressly consent to said renewal, namely the register of the

vessel's owner, the owner of the vessel and the mortgage holder(s).

Of further note is the fact that if any changes occur regarding the details of the registered
vessel, namely change of ownership, MAR must be immediately notified of such alterations. As
a result of any alterations, MAR will review the vessel's MAR registration requirements, in order
to ensure full compliance and to renew the registration of the vessel in MAR under the new

circumstances.

Cancellation of registration

Permanent registration

The following steps must be executed to cancel the permanent registration of a vessel in MAR:

1. Request the cancellation of the vessel's registration, specifying the reason(s)**.

2. Submit the Certificate®® of the vessel's new Register at the same time as the cancellation
request - even if this is still provisional.

3. Return all documents issued by MAR, namely the ownership deed, passport and manning
certificate. The ownership deed is essential, as the cancellation of registration must be
recorded on the same.

4. Finally, the fee of EUR 650.00 is charged to effectively cancel the registration. The cost of
any declarations and certificates that are or may need to be issued as well as any other
pending payments are not included in this fee.

5. On completion, our fee for handling the entire process will be payable.

Temporary registration

The following steps must be executed to cancel the temporary registration of a vessel in MAR:

24 ¢ cancellation is due to sale of the asset and the purchaser subsequently wishes to transfer the vessel’s registration
to another flag, the purchase and sale contract should be included.

In the event that the new registering entity does not issue the certificate before receiving from MAR a certificate
declaring that the registration’s cancellation has been requested and is being processed and/or a certificate declaring
that there are or there are not any mortgages or other liabilities encumbering the vessel, MAR shall issue these
certificates on request from the owner or its legal representative in Madeira.
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Request the cancellation of the vessel's registration, specifying the reason(s)®.

2. Submit the Certificate®” of the vessel's new Register at the same time as the cancellation
request - even if this is still provisional.

3. Return all documents issued by MAR, namely the temporary registration certificate, the
provisional passport and the manning certificate.

4. Finally, the fee of EUR 650.00 is charged to effectively cancel the registration. The cost of
any declarations and certificates that are or may need to be issued as well as any other
pending payments are not included in this fee.

5.  On completion, our fee for handling the entire process will be payable.
crew

safety manning proposal

The owner of a ship or its operator must include a proposal for minimum safety manning when
submitting a vessel registration application to MAR. This proposal must be duly justified and
furnished with the following data so that MAR may be able to correctly assess the submitted
proposal and, consequently, define the crew composition: the ship's intended navigation area;
gross tonnage, net tonnage, length, hull width and draft; radio communication equipment and
navigation aids on board; hp power of the ship's machinery and whether it is UMS machinery or

not.

STCW 78/95 certificates of competence

A requirement that must be complied with by all owners/operators of vessels is the
endorsement of the certificates of competence of officers of the crew in conformity with STCW
78, taking into consideration the subsequent amendments of 1995. This endorsement is
provided by the Portuguese authorities, in the capacity of the Maritime Transport and Ports
Authority - IPTM, relative to foreign seamen on board vessels registered or to be registered in
MAR.

Owners must supply, to this end, the following documents together with applications to IPTM:
correctly completed application form;

2-3 photographs;

26 |t cancellation is due to sale of the asset and the purchaser /operator subsequently wishes to transfer the vessel's
registration to another flag, a copy of the Purchase and Sale Contract/Bill of Sale, as well as the Addenda to the B/B
charter party, should be included.

" In the event that the new registering entity does not issue the certificate before receiving from MAR a certificate
declaring that the registration’s cancellation has been requested and is being processed and/or a certificate declaring
that there are or there are not any mortgages or other liabilities encumbering the vessel, Mar shall issue these
certificates on request from the owner/operator or its legal representative in Madeira.
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copy of the seaman's book or equivalent;
copy of the passport or national ID card;
copy of the Certificate of Competence;

copy of a medical certificate, duly certified by a notary public or by a maritime authority.

Any application that does not comply with these requirements will be rejected and returned to
the applicant.

In relation to the abovementioned endorsement concerning management skills, the seaman
must pass an examination on Portuguese maritime legislation during the period of validity of the
respective Statement of Receipt of Application. This term of validity is 90 days, and if the

examination is not passed during said period, the application will be refused.

IPTM will provide a version of the referred to legislation in English jointly with the Application's
Certificate of Receipt.

documents to be submitted to MAR's Technical Committee whenever a crew member...

... boards the vessel

a) RIN-MAR Certificate of Service (signed by the captain and bearing the ship's stamp);
b) copy of personal ID document (passport);

c) copy of the seaman's book;

d) Certificate of Competence (STCW) for Portuguese officers or Endorsements of Certificates
28
)i

of Competence (STCW?78/95 for non-Portuguese officers
e) Medical inspection report;
f) copy of GMDSS/Radio Operator Certificate (whenever applicable);
g) copy of employment contract.

... comes ashore

a) RIN-MAR shore pass (signed by the captain and bearing the ship's stamp);

nationality of crew

28 According to the provisions of article 3 of the STCW78/95 convention, the same is also applicable to the crew of all
commercial vessels making international trips. Thus, MAR generally requires that all such crew possess STCW
certification. However, MAR may take a different stance on a case-by-case basis and based on other specific criteria,
such as the vessel's navigation area, its displacement, the engine’s power (less than 750 KW) and its operating regime.
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The captain and 50% of the minimum safety manning have to be European nationals and/or
nationals of an official Portuguese-speaking country (Portugal, Brazil, Cape Verde, Guinea-
Bissau, Angola, Mozambique, S0 Tomé and Principe, East Timor)®*. Vessels owned by

Spanish nationals are also authorised to have crew from official Spanish-speaking countries.

crew of pleasure yachts

Taking into consideration the characteristics of the yacht, in particular the installed power and its
navigation area, MAR's Technical Commission will define the most suitable safety manning,
based on the applicant's proposal.

All crew members must possess documents proving their professional qualifications or those
required by law, in accordance with the yacht's characteristics and respective area of navigation
and, if the crew members are not Portuguese nationals, their professional portfolio and licences

must be endorsed by Portugal's maritime and port authority - IPTM.

Pleasure yachts can only sail under the command of those holding documents proving
possession of the minimum qualifications to sail or proving that they are a registered crew
member. Notwithstanding these provisions, a pleasure yacht for commercial use, with a length
no greater than 24m, can be registered with or without crew.

social security

The crew members of vessels registered in MAR are not obliged to contribute to the Portuguese
social security system. This fact does not affect their obligation to comply with mininum

standards defined by ILO - International Labour Organization.

natural person's income tax

The crew members of vessels registered in MAR are exempt from paying income tax in Portugal

on the income received in this capacity, and while the vessel's registration is valid.

radio station licensing entities

PORTUGAL:

IPTM - Instituto Portuario e dos Transportes Maritimos
Rua General Gomes Araujo, Alcantara - 1399-005 LISBOA
Tel. 21 391 45 00; Fax: 21 391 46 00

29 Crews of other nationalities above current limits can be authorized by the Portuguese Government (in special, duly
founded cases), by applying for exemption.
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DENMARK:
Danish Maritime Authority

GERMANY:
Bundesamt Fiir Post und Telekommunikation Deutsche Telecom A.G.

General Direktion Bonn

THE NETHERLANDS:

Ministerie Van Verkeer En Waterstaat Scheep Vaartinspectie, Rotterdam

ITALY:
Ministero Delle Comunicazione

NORWAY:

Norwegian Maritime Directorate

SPAIN:
Ministerio del Fomento - Direccion General de la Marina Mercante
Su-Direccion General de la Inspeccion Maritima

Area de inspeccion radio-maritima

FRANCE:
Agence Nationale de Fréquences

Stations Radioélectriques de Navires
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Section 07 | Newmadeira



Newmadeira is an independent company that has been operating since 1990 under the scope
of the International Business Centre of Madeira. The company resulted from a spin-off of SMS

Advogados, Madeira's largest law firm.

Newmadeira applies its know-how and experience to implementing outside investment in
Madeira, providing all services related to the study, implementation and management of

companies, in addition to services in the shipping field.

We take pride in being a company with an entrepreneurial ethos that has contributed, through
its know-how and local and international experience, to the creation and management of

successful companies in the International Business Centre of Madeira.

It is a forward-looking company that has adopted the continuous search for the best solution for
each client as a routine task. The entrepreneurial spirit and the fact that we like a challenge
causes us to want to go that bit further, and that's why we have surrounded ourselves with the
best strategic partners and why we promote working in partnership with our clients. The
numerous cases of successful foreign companies operating out of Madeira, and the fact that our
portfolio of clients is global and includes important major multinational companies, leads us to

believe that we are on the right path.

Part One: Our mission

Newmadeira's mission is to provide value added to its clients, partners, employees and
shareholders through the provision of efficient professional services that facilitate the setting up

of successful companies in Portugal.

Part Two: Strategic values

The strategic values steering newmadeira's business activities are client satisfaction, know-how,
integrity, service excellence and innovation.

Part Three: Branding

We Know How. Newmadeira sees these words as the best way of summarising its spirit. The
company employs highly qualified professionals with extensive experience of international
business and local conditions in Madeira, and seeks to attract potential investors through the
excellence of its service. The modern and up-to-date image also mirrors what newmadeira is- a

forward-orientated company in search of the best solutions for its clients.
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Part Four: Partners

Newmadeira establishes strategic partnerships with the independent companies that best meet
its clients’' needs. We use our knowledge of the local climate to select the best regional partners
and, whenever necessary, we establish strategic partnerships with companies operating on an
international scale. We pride ourselves on the long-term relationships we have held with the
principal international companies providing consultancy, legal and other professional services.

But above all, we look on each of our clients as a respected business partner.

Part Five: Contact details

New Madeira Investment Servicos, S.A.
Rua Dr. Brito Camara*, n° 20, 1°
9000-039 Funchal

Portugal

Tel.: +351 291 210200

Fax: +351 291 210209
newmadeira@newmadeira.com

http://www.newmadeira.com

Office Location

* The 'Edificio 2000' building (containing most of the law courts, a district tax office, a post office
and a large capacity car park) is the main reference point for locating our offices in the centre of
Funchal. Our offices are located across the street from 'Edificio 2000, in the same building as

the branch of the "Montepio" bank on the above-mentioned street.
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Section 08 | Our Services



The experience we have acquired over the years, together with our knowledge of the
international and Madeira business environment, allow us to offer investors interested in
undertaking investment projects in Madeira a range of very valuable services. The fact that we
like a challenge causes us to want to go that bit further, and that's why we have surrounded
ourselves with the best strategic partners and why we promote working in partnership with our

clients.

Newmadeira will handle everything concerning the study, implementation, management and
maintenance of any type of company in Madeira. Newmadeira's services in this field include the
establishment and management of companies, a broad range of professional services and also

shipping-related services.
Newmadeira also provides assistance to investors and their families in setting up residence in
Portugal, aiding in the search for a residential property, domestic services and schools, handling
all bureaucracy concerning visas, insurance, social security and the provision of translators and
interpreters, when required.
Part One: Establishment and management of companies

Establishment of Companies;

Companies in Portfolio and respective services;

Commercial domicile services;

Management and executive administration of companies;

Fiduciary services; and

Amendments to company articles of association

Part Two: Registration of ships and yachts
Registration of Ships;
Registration of Commercial and Pleasure Yachts;
Legal Representation of Ships and Yachts;

Certification of Seamen.

Part Three: Professional services

Accounting (accounting, financial statements, consolidation, VAT, tax obligations);
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Secretarial Services;

Legal consultancy;

Tax planning;

European Community Fund Applications;
Economic-financial feasibility studies;
E-commerce Projects' Implementation;

Industrial Projects' Implementation;

Assisting investors and respective families to set up residence in Portugal.
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