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Tax Newsflash
Updates on the Proposed Abolishment of
the Macao Offshore Law
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Current Status

Further to the announcement of the proposed abolishment of
the Macao Offshore Law (MOL) by the Executive Council of
the Macao SAR Government on 21 September 2018, the
Legislative Assembly of Macao SAR had discussed the draft
legislation on 16 October 2018.

The Draft Legislation Submitted to the Legislative
Assembly

As mentioned in our Tax Newsflash published on 27
September 2018, the proposed abolishment of MOL intends to
respond to the requirement from the Organisation for
Economic Co-operation and Development (OECD) under Base
Erosion and Profit Shifting (BEPS) initiative. As a
commitment to the above, the Macao SAR Government is
targeting to enact the legislation by the end of year 2018,
aiming to abolish the existing MOL and the relevant
regulations, and to withdraw the tax benefits related to
offshore businesses.

The proposed measures are as follows:

1. After the effective date of the legislation, the existing
Offshore Law and relevant regulations, except for those
modified and listed as follows (points 2 to 6), will still
be applicable to the approved Macao offshore
companies (MOC) until 31 December 2020;

2. Movable and immovable properties acquired by MOC
after the effective date of the legislation will no longer
be exempted from Stamp Duty;

3. The non-local managers and specialised technicians
with temporary residency granted after the effective
date of the legislation will no longer enjoy the
Professional Tax benefits as specified in the existing
MOL;

4. MOC will no longer be exempted from the filing of
Macao Complementary Tax (MCT) return;

5. Income derived from intellectual properties acquired
after 16 October 2017 will be subject to MCT since 1
July 2018;

6. After the effective date of the legislation, MOC will be
relieved from repaying the exempted Stamp Duty if the
subject movable and immovable properties acquired
within 5 years are no longer be used for offshore
business; and

7. The operating permits to carry on offshore business will
be terminated on 1 January 2021.
Our Observations
On 4 October 2018, our firm's representatives had a meeting

with the senior officials of the Macao Trade and Investment
Promotion Institute (IPIM) to discuss the proposed
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abolishment proposal, potential transitional arrangements and
incentives which may help the MOC transform and retain the
investments and operations in Macao.

In considering MOC will no longer be exempted from the filing
of MCT return, we understand from IPIM that MOC will likely
be required to submit the MCT return to the Macao Tax
Authority (MTA) starting from year 2018, i.e. tax return will
be required to be submitted to the MTA in year 2019. In view
of this proposal, it comes to our attention that:

e We seldom see the MTA imposing MCT on the dividend
declared by MOC in the past. However, under the
existing MOL and MCT regulation, technically speaking,
the MCT exemption to MOC is not extended to the
dividend received by the shareholder(s). It is uncertain
that, after MOC submits MCT return for the year 2018
in which dividend distribution to its shareholder(s) is
disclosed, whether the MTA would enforce the MCT
regulation and impose MCT on these dividends. In case
the MTA imposes tax on the dividend declared, the tax
rate would be 12%.

e Under the MCT regulation, only the calendar year, i.e.
year ended on 31 December, is acceptable for MCT
filing purposes. Currently, an MOC may adopt a non-
calendar year end date approved by the IPIM such as
31 March, 30 June, etc. in preparing and submitting the
audited financial statements to the IPIM. It is unclear
if the existing MCT compliance requirements would
apply to MOC, and whether there would be any special
arrangement to assist MOC in fulfilling the tax
compliance requirements.

In view of the above, companies are encouraged to consult
tax professionals to evaluate the potential tax implications
and possible measures to mitigate such potential tax
exposures, in particular, if MOC would like to declare the
dividend in 2018 onwards.

IPIM has indicated clearly to us in the meeting that they
would like to retain the existing MOC investments and
operation in Macao and we look forward to any tax and
business incentives to facilitate the transition of the MOC to a
Macau resident company. Meanwhile, despite the details of
the transition arrangements have yet been announced, it is
encouraged to evaluate the current MOC operating models to
see if there are ways to achieve better tax efficiency after the
transition period.

We will provide further update once further details are
available.

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.
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