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Tax Newsflash
Macao removed from EU watchlist on tax
cooperation

On 12 March 2019, the European Commission announced
updates to the EU list of non-cooperative tax

jurisdictions. Macau has been removed from EU's watchlist on
tax cooperation, and listed as one of the 43 tax jurisdictions
that comply with the EU criteria for tax cooperation.

The EU list of non-cooperative jurisdictions was initially
released in December 2017 as part of the EU's initiative to
tackle tax avoidance and evasion and promote fairer taxation
within the EU and globally. The list, which has been revised
several times, originally cited 17 jurisdictions, including Macao,
as failing to meet good governance tax standards (“tax haven
blacklist™).


https://www.consilium.europa.eu/media/38450/st07441-en19-eu-list-oop.pdf
https://www.consilium.europa.eu/media/38450/st07441-en19-eu-list-oop.pdf

However, Macao has committed to implement a series of
improvement measures to meet relevant international tax
cooperation criteria. In January 2018, EU removed Macao
from the blacklist, and included Macao in the "watchlist".

Macao was required to meet the relevant EU criteria by the
end of 2018 to avoid being brought back to the blacklist.

The EU set out three good tax governance criteria:

Transparency: The jurisdiction must comply with
international standards on the automatic exchange of
information and information exchange (AEOI) on request.

Fair tax competition: The jurisdiction must not have any
harmful tax regimes that are not in line with the principles of
the EU Code of Conduct or the OECD Forum on Harmful Tax
Practices.

Base Erosion Profit Shifting (BEPS): The jurisdiction must
commit to implementing the four minimum standards under
the OECD BEPS project.

In November 2016, Macao joined the OECD’s Inclusive
Framework on BEPS. As a commitment to the requirement
from the OECD under BEPS initiative, Macao has completed all
the necessary legal procedures for the “Abolition of Legal
Regime of the Offshore Activities” (Law No 15/2018) in 2018.
The application for offshore services license was terminated,
and all existing licenses of offshore services will also be
expired starting from 1 January 2021.%

In recent years, Macao undertook a series of actions to meet
the above criteria. With regards to the extension of the
Multilateral Convention on Mutual Administrative Assistance in
Tax Matters to Macao, China has made a statement on the
application of the Convention to Macao, and the extension of
the Convention to Macao came into effect in September 2018.
Macao has also signed the Multilateral Competent Authority
Agreement (MCAA) for automatic exchange of financial
information in tax matters.

Moreover, Macao has already commenced its internal legal
procedures for the Amendment to the Complementary Tax
(CT) Regulation. The amendments include: (i) the definition
of the ultimate parent entity of a multinational enterprise
group; (ii) the obligations and regulations for the provision of
consolidated financial information to the tax authorities by the
relevant enterprises; and (iii) the spontaneous exchanges of
collected information with other countries and regions by the
tax authorities, etc. The consultation of the Amendment to
the Complementary Tax Regulation was proceeded at the end
of 2018, and the relevant departments are now closely
following up the case.



Following these efforts, Macao has been included in the EU list
of tax cooperation.

Comments

We welcome the decision of the EU to remove Macao from its
watchlist on tax cooperation in recognition of the efforts made
by Macao on the international tax cooperation front.

Macao has committed to implementing a series of
improvement measures to meet the relevant international tax
cooperation standard by signing the MCAA, joining the OECD's
Inclusive Framework on BEPS, implementing "Abolition of
Legal Regime of the Offshore Activities” and amending the CT
Regulation. This is essential for Macao to comply with the
standard, and to avoid being brought back to the blacklist.

However, these changes made by Macao will increase the tax
compliance burdens of enterprises. Affected taxpayers should
seek professional advice to ensure that they are in compliance
with Macao’s new rules.

1 For details, see our Tax Newsflash published on 27 September 2018 and
23 October 2018.

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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