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Why Cuba Matters

» Largest population in LAC

» 7! largest GDP in LAC

» Major reforms underway

» Push to attract foreign investment
» Rapid growth on the horizon

GDP usp Billions (source: World Bank)
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Cuba’s Economic Priorities

»Increasing foreign investment
»Increasing food production
»Increasing exports

»Fighting corruption at all levels

»Increasing GDP
»Resolving the liquidity crisis
»Reducing inefficiency and waste
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ASAMBLEA NACIONAL
DEL PODER POPULAR

JUAN ESTEBAN LAZO HERNANDEZ, Pre-
sidente de la Asamblea Nacional del Poder Popu-
lar de la Repiiblica de Cuba.

HAGO SABER: Que la Asamblea Nacional del
Poder Popular de la Republica de Cuba, en su
Primera Sesién Extraordinaria de la VIII Legisla-
tura, del dia 29 de marzo de 2014 ha aprobado lo
siguiente:

POR CUANTO: Nuestro pais ante los desafios
que enfrenta para alcanzar un desarrollo sosteni-
ble puede, por medio de la inversion extranjera,
acceder a financiamiento externo, tecnologias y
nuevos mercados, asi como insertar productos y
servicios cubanos en cadenas internacionales de
valor y generar otros efectos positivos hacia su
industria doméstica, contribuyendo de esta mane-
ra al crecimiento de la nacidn.

POR CUANTO: Los cambios que tienen lugar
en la economia nacional como consecuencia de la
actualizacién del modelo econémico cubano regi-
do por los Lineamientos de la Politica Econdmica
y Social del Partido y la Revolucion, aconsejan
revisar y adecuar el marco legal de la inver-

POR CUANTO: La Constitucién de la Repu-
blica establece entre otras formas de propiedad, la
de las empresas mixtas, sociedades y asociaciones
ccondmicas y preveé, con respecto a la propiedad
estatal, la transmision total o parcial de objetivos
economicos destinados a su desarrollo, con cardc-
ter excepcional, si ello resultare 0til y necesario al
pais.

POR TANTO: La Asamblea Nacional del Po-
der Popular, en uso de las atribuciones que le es-
tan conferidas en el articulo 73, inciso b) de la
Constitucion_d S ST a dictar la
siguigp

LEY No. 118
LEY DE LA INVERSION EXTRANJERA
CAPITULO 1
DEL OBJETO Y CONTENIDO
ULO 1.1.- Esta Ley tiene por ohjs
tablecer el MaATCOfepml=de=la=iereersTon extranjera
en el territorio nacional sobre la base del respeto a
la ley, la soberania ¢ independencia de la nacion
y ¢l beneficio mutuo, para contribuir a nuestro
desarrollo econdmico en funcion de una sociedad

socialista prospera y sostenible.
2.- La presente Ley y su legislacion comple-
mentaria establecen un régimen de facilidades,
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ZED MARIEL
AREA DE DESARROLLO

= Lineas fémeas nuevas o reparadas

BN Nueva autopista de cuatro vias
de enlace del Mariel

como parte de la ZED Mariel

Bahia de Cabullas

The Mariel Special Economic Zone

45 Km

Area total disponible para el desarrolio

ZONAS A1-A11

Escuela Interacional

+ AEROPUERTO
INTERNACIONAL
JOSE MARTI

Lots of
incentives

(source: Ernst & Young)

deCiney TV ® @ Bajucal
SAN ANTONIO
pe - % DE LOS BANOS
s Terrazas
Laa Ve Aeropuerto de
San Antonio de los Bafios
Alquizar Quivican @ fi
L
L
Guira de'Melena
San Cristobal  f candalaria
[ Outside of ZED Mariel ZED Mariel
Law 118/2014 Law 313/2013 / Decree 316

Corporate tax

(IEA/ Joint Venture with
| Cuban state entity)

| Corporate tax
| (100% foreign owned)

Social security
contribution

| Custams duties

Exempt for first 8 vears then payable
at 15%. May be increased by up to 50%
when involving natural resources (oil/
minerals). Profits reinvested are tax
exempted.

35%

14% by employer

Not payable during development period.
Following development period, customs
duties are payable in accordance with
thy I tariffs. Sch P
goods subsequently re-exported.

Profits reinvested are tax exempted.

Exempt for first 10 years then taxable
at 12%. Exemption may be extended
depending on particular project.

14% by employer

5% by employee

Not payable on capital equipment
imported for investment. For other
inputs (raw materials) customs duties
are payable in accordance with the
established tariffs. Scheme to exempt
goods subsequently re-exported.

Services tax
(Gross receipts tax)

10% of gross sales value

Wholesale goods tax

2% gross sales value

| Territorial contribution

1% gross income

Exemption during first year of operations.

Payable at 50% of the rate (10%)
established by law. Raw materials and
products to be exported are exempted

Exemption during first year of operations.

Payable at 50% of the rate (2%)
established by law. Raw materials and
products to be exported are exempted

I Exempte& during investment recovery

period.

Exemption during first year of operations.

136 flat rate established.

Exemption during first year of operations.
1% flat rate established.

Nane

Personal Income Tax
(Non-Cuban residents)

Personal Income Tax

(Cuban residents)

15% of allincome obtained or generated
as a result of economic activity in Cuba.
Dividends are exempt

15% of all income obtained or generated
as aresult of economic activity in Cuba.

10-509% slit rate for
i’ and

« b paid by
foreign entities (where approved).

5% rate lished for payments from
stat I it agencies. Withheld by
the agency.

Zone's Development Fund | None

0.5% of the gross income earned in each
quarter.
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But... Not Much Has changed

* Embassies

* Less bureaucracy for US citizens to visit Cuba
and spend money, but no tourism

* Agricultureand pharmaceutical sales have
already been allowed for years

* Limited sales of building products, parts for
aviation safety

* Telecom equipmentand investment
possibilities

¢ Use of Visa/ Mastercard ?

* Off the list of terrorist financing
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Cuba’s Renewable Energy Targets

1.

Increase the efficiency of power generation and
consumption attaining the reduction of its cost.

Increasing the participation of the renewable energy
sources (RES) in the power generation and
consumption matrix and reducing the country’s
dependence on fuel import.

Rise of the environmental g TR ) s
sustainability of the economy. e

Caribbean Sea HAITI
JAMAICA

Cuba’s Energy Portfolio —
Present State
Renewabl
es
Fossil 96.2% Gas 4%

3.8% Renewable 4/

10% 51%

Biomass (bagasse): 3.1% Fuel Oil
Mini-hydro: 0.6% 13%
Wind: 0.1%

Photo-voltaic:less than 0.1%

Total installed capacity: 7Z150MW

Crude
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Target for 2030

Wind
Solar 6%

Biomass
14%

Mini-hydro  Em—
1%

g |

Wind 633MW
Biomass 755MW
(bagasse)

Solar 700MW
Mini-hydro 56MW
Biomass 27MW
(marabu)

ALCANCE DEL PROGRAMA: 2200 MW - 7500 GWh ANUALES

A MBI 2 0 SEPTICMERE 06 2914

‘GREANO OFICIL DL COMTE CENTRAL
) DR PARIIO0 COMIMSTA OF CUBY

s

:4

olrar Fotovoltalca;— 700. MW | 74 Hidroeléctricas- 56 MW Biomasa Forestal - 27 MW

Source: Cuban Ministry of Fnergy and Mines.
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What is driving the
need for new
renewable power?

Tourism. ... .

VISITORS BY COUNTRY (2008-2013)
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Anticipated new manufacturing
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The embargo remains a barrier

'BLOQUEA

EL GENOCIDIO.MAS LARGO DE LA HIS I UNIA

Street sign in East Havana e St e e

it e e

Labour

* Labour is highly
educated

* |nsufficient
skilled trades

* Labour costs are
high
* New law allows

investors to pay
workers more

27/10/2015
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The Canadian Trade Commissioner Service

A few last thoughts

» The Cuban market is challenging and
complex, and not a good option for those
new to international markets.

» Lengthy and complex decision making and
approval processes can cause frustration.

» Financing and payment terms are key
pieces in decision making.

» Cuba is seeking qualified partners — not
open to allcomers

)) lraclecommissioner.gc.ca

27/10/2015
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The Canadian Trade Commissioner Service

Canadian Trade Commissioner Service

Helping Canadian Companies Succeed

We assist Canadian companies via information
and intelligence to:

» Prepare for international markets
» Assess market potential
»Find qualified contacts
»Resolve problems

)) lraclecommissioner.gc.ca

27/10/2015

12



