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Tax Newsflash:
Proposed abolishment of the Offshore
Law by the Macao SAR Government

Proposal from the Macao SAR Government

On 21 September 2018, the Executive Council of the Macao
SAR Government has proposed to abolish the existing Offshore
Law. The abolishment of the Offshore Law responds to the
requirement from the Organisation for Economic Co-operation
and Development (OECD) under Base Erosion and Profit
Shifting (BEPS) initiative.

Under the existing Offshore Law, Macao offshore companies
(MOCQC) are exempted from Macao Complementary Tax (MCT)
for the income derived from the permitted offshore businesses
and certain Stamp Duty levied in relation to the offshore
business. Also, upon the grant of temporary residency, the
non-local managers and specialised technicians employed by
the MOC are exempted from Macao Professional Tax for the
first three years of their employment.

It is proposed that

e the existing law and the relevant regulations related to
the offshore business will be abolished, and that the
operating permit to carry on offshore business will be
terminated on 1 January 2021, i.e. the existing offshore
companies may only continue their offshore activities up
to the end of 2020;

e newly acquired movable and immovable properties by
MOC will no longer be exempted from Stamp Duty after
the proposed legislation becomes effective;

e the non-local managers and specialised technicians with
temporary residency granted after the effective date of
the proposed legislation will no longer enjoy the



Professional Tax benefits as specified in the existing
Offshore Law;

e after a specified date which will be further announced,
income derived from newly acquired intellectual
properties will not be exempted from the MCT.

Implications

Despite the abolishment of the Offshore Law and the
withdrawal of the tax benefits, the Macao SAR Government
welcomes the existing offshore companies to develop their
businesses in Macao.

Currently, the MCT rate is 12% for taxable profits over
MOP600,000 (NB 1) . When comparing the MCT rate with
those of the adjacent jurisdictions (e.g. Profits Tax rate at
16.5% (NB 2) in Hong Kong and the standard Enterprise
Income Tax rate at 25% in the Mainland China), the MCT rate
is still relatively competitive.

The proposed legislation and the details of the transition
arrangement of the MOC to Macao resident company have not
yet been announced. In the meantime, companies are
encouraged to evaluate potential alternative operating models,
particularly those under which business and tax can be more
aligned. We will provide further update on this development
once further details are available.

NB 1: The exempted taxable profits amount will be announced by the
Macao SAR Government in the Annual Government Budget.

NB 2: Two-tiered tax rates apply starting from the year of
assessment 2018/19, where the first HK$2 million assessable
profits are subject to tax rate at 8.25%, the remainder are
subject to 16.5%.

Tax Newsflash is published for the clients and professionals of Deloitte Touche
Tohmatsu. The contents are of a general nature only. Readers are advised to
consult their tax advisors before acting on any information contained in this
newsletter.

If you have any questions, please contact one of the following
professionals:

Raymond Tang Evy Wong

Tax Partner Tax Senior Manager
+852 2852 6661 +852 2852 6594
raytang@deloitte.com.hk ewong@deloitte.com.hk
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