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PRIVATE INVESTMENT LAW

The private sector of the economy is an essential partner in the development of the Country, as
it generates wealth and jobs outside the framework of State activities, by producing revenues
which finance the sustainable economic development of the Country.

Therefore, first of all and with a view to attracting private investment, current legislation should
be revised in order to produce a clear legal framework, by bringing together into one single
diploma those regimes applicable to national and foreign investment.

Within this scope, all investors have the right to access courts in order to defend their legally
protected rights and interests, to private property in accordance with the limits set out by the
Constitution, to import capital goods and equipment, to export products produced according to
legally established procedures and restrictions, to credit, to the free transfer of funds abroad, to
free employment of foreign workers, to protect intellectual property and to the respect for
professional, banking and commercial secrecy.

The current Law also proposes the definition of a process of benefits and incentives of a fiscal
and customs nature, aimed at creating favourable conditions to investment and greater flexibility
in terms of adjusting to investors’ requirements.

The established system of benefits and subsidies follows a simple scale of geographical
investment areas in order to favour economic development of the Special Zones defined by this
legislation.

On the other hand, the approval of the current Law accepts, by way of its implementation, the
need to adjust Pub16.6752(e)-1.9197b7987uPW



1. This Law shall regulate investments and re-investments made in Timor-Leste by a national or
foreign, resident or non-resident individual or company.

2. This Law shall be applied to all sectors of economic activity on the national territory, with the
following exceptions:



to individuals of Timorese citizenship or other legal persons who are also nationals



S) “Free Zones” are parts of the customs territory or locati



d) Entering into or amending agreements involving the property or the management of
companies, establishments of an agricultural, industrial or commercial nature, real
estate compounds and other installations or facilities geared to the development of
economic activities;

e) Loans taken out or supplementary inputs of capital made by an investor vis-a-vis a
company in which such investor has shares, or any loans related to re-investment in the
company or participation in profits;

f) Purchase, leasing or acquisition of any other rights in rem over property on national
territory, when the acquisition is part of a private investment project, in compliance
with the applicable legislation of the Country.

Article Eight
Exceptions to Free Investment Initiative

1. In order to promote private investment, the State may grant benefits and incentives to eligible
investors in any sector of economic activity in the Country, without prejudice to the provisions
set out in article 2 and the following paragraph:

2. Investments are authorised in any sector of econ



Article Ten



1. The State shall grant the right to private property in order that investment or re-investment
projects be undertaken, subject to the limits set out in the Constitution and in legislation on land
and commercial companies.

2. For the purposes of the provisions in paragraph 1 above, the nationality of the investor shall
be defined based on the criteria established in the legislation regarding land and commercial
companies, and the definition set out in article 3 shall not be applied.

3. The State shall undertake not to adopt a nationalisations or land policy which would
deliberately harm the property of the investors on national territory.

4. Should it be necessary to requisition or expropriate for public use part or all of the investor’s
property, the State shall give fair compensation to the investor, under the terms to be approved
by Law.

Avrticle Fifteen
Imports and Exports

All investors may proceed to import goods and equipment and to export products produced, in
accordance with the legally established procedures and limits.

Article Sixteen
Resorting to Credit
Investors may resort to internal and external loans, under the terms of the applicable legislation.
Article Seventeen
Transferring Funds Abroad

1. All investors shall, in accordance with the applicable legislation, be guaranteed the right to
freely transfer funds abroad which result from any investment in Timor-Leste, notably:

a) Distributed profits and dividends resulting from the realisation of an investment;

b) Capital resulting from the sale, liquidation and extinction of shares or companies which
constitute the investment, as well as the sales of company assets which belong to the
investor;

¢) Capital resulting from the reduction of share capital of a company which constitutes the
investment;

d) Amounts due resulting from contracts which constitu
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Article Twenty-One
Tax Benefits

1. A company involved in an investment or re-investment project may be exempt from income
tax to the value of 100% for a period of:

a) Five years as of the date of commencement of the project, as set out in the Investor’s
Certificate, in the event it is not an investment or re-investment to be totally or partially
realised in Rural Areas or Peripheral Areas;

b) Eight years as of the date of commencement of the project, as set out in the Investor’s
Certificate, in the event it is an investment or re-investment to be totally or partially
realised in Rural Areas;

c) Ten years as of the date of commencement of the project, as set out in the Investor’s
Certificate, in the event it is an investment or re-investment to be totally or partially
realised in Peripheral Areas;

2. Besides the periods of exemption established in paragraph 1 above, up to 100% of all
expenses incurred with the construction and repair of road access infrastructures not associated
with the exercise of taxable business activities which benefit workers and populations in the
corresponding areas shall be considered as costs, for the purpose of determining the tax base.

3. The holder of an Investor’s Certificate may be exempt from sales tax to the value of 100% in
relation to all capital goods and equipment used in the construction or management of the
investment or re-investment project, for a period of:

a) Five years as of the date of commencement of the project, as set out in the Investor’s
Certificate, in the event it is not an investment or re-investment to be totally or partially
realised in Rural Areas or Peripheral Areas;

b) Eight years as of the date of commencement of the project, as set out in the Investor’s
Certificate, in the event it is an investment or re-investment to be totally or partially
realised in Rural Areas;

c) Ten years as of the date of commencement of the project, as set out in the Investor’s
Certificate, in the event it is an investment or re-investment to be totally or partially
realised in Peripheral Areas;

4. The State shall define by Decree-Law the categories and quantities of capital goods and
equipment exempt from payment of sales tax in relation to each sector of economic activity, as
well as their retail conditions upon customs clearance.

5. The holder of an Investor’s Certificate may be exempt from service tax to the value of 100%
in relation to developments geared towards the provision of specific services, as set out in the
General Tax Law, for a period of:

a) Five years as of the date of commencement of the project, as set out in the Investor’s
Certificate, in the event it is not an investment or re-investment to be totally or partially
realised in Rural Areas or Peripheral Areas;



b) Eight years as of the date of commencement of the project, as set out in the Investor’s
Certificate, in the event it is an investment or re-investment to be totally or partially
realised in Rural Areas;

c) Ten years as of the date of commencement of the project, as set out in the Investor’s
Certificate, in the event it is an investment or re-investment to be totally or partially
realised in Peripheral Areas;

6. The Specialised Investment Agency shall forward a copy of each Investor’s Certificate which
is entitled to tax benefits to the competent authorities of the Finance Ministry.

7. All holders of Investor’s Certificates entitled to tax benefits shall on a yearly basis submit
them to the Finance Ministry, together with their tax returns and other necessary documents,
declaring that they do not pay tax.

Article Twenty-Two
Customs Incentives

1. The holder of an Investor’s Certificate may be exempt from customs import duty to the value
of 100% in relation to all capital goods and equipment used in the construction or management
of the investment or re-investment project, for a period of:

a) Five years as of -1.91845(a)-1.91845(r)-4.15818(s)-2.3(f)-4(0)-0.300048(r)-4.15818( .098287.297393(t)14



The State may enter into a lease agreement concerning property belonging to the State with the

holder of an Investor’s Certificate for a maximum time period of fifty years, renewable once for
an equal period of time.

Article Twenty-Five
Training of Workers

In addition to the periods of exemption set out in article 21, up to 100% of expenses incurred
with the vocational training of permane



d) Complying with the applicable rules and procedures in terms of setting up funds and

e)

f)

reserves, realisation of provisions, organised bookkeeping and accountability
instruments, notably by considering the provisions set out in the Law of Commercial
Companies and the other applicable legislation of the Country;

Fulfilling the applicable rules and procedures concerning the transfer of funds, under the
terms of the applicable legislation of the Country;

Providing the Specialised Investment Agency and other competent authorities with data
on such investor’s business development, by way of a request made under the terms of
the applicable legislation of the Country.

CHAPTER VI






3. The rate to which paragraphs 1 and 2 above refer shall be considered State revenue and shall
be paid in the competent services of the Finance Ministry or in its bank account to be indicated,
and the receipt of such payment shall be shown at the time of submission of request for an
Investor’s Certificate to Investe Timor-Leste.

Article Thirty-Three
Registration of the Investment or Re-investment Project

1. Once the investment or re-investment project has been authorised, it shall be registered at the
Specialised Investment Agency, under the terms to be defined by Government Decree.

2. The registration to which paragraph 1 above refers shall be independent of the commercial
company registration, under the terms of the applicable commercial legislation.

CHAPTER VIlII
SETTLEMENT OF DISPUTES

Article Thirty-Four






