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LEGAL FRAMEWORK

q1-100 Legal framework

The Macao infrastructure and the development of the legal system are
briefly covered in this section.

q1-130 The legal system

On 20 December 1999, the People’s Republic of China (PRC) resumed
sovereignty over Macao. The territory, after Hong Kong, became the
second Special Administrative Region (SAR) of the PRC. The governing
constitutional document after the PRC took control is entitled “The Basic
Law of the Macao Special Administrative Region of the People’s Republic
of China” (the Brsic Law). This document also sets out the broad parameters
for all systeris and policies applied in the Macao SAR, including its social
systems, écoriomic systems, protection of fundamental rights and freedoms,
administration, legislation and justice.

Uricer the Basic Law, which was modelled on the Basic Law of Hong Kong,
éhe previous capitalist systems and way of life in Macao are to remain
unchanged for 50 years, ie up to 2049, under the principle of “One Country,
Two Systems”. As such, the Macao SAR enjoys a high degree of autonomy
( and executive, legislative and independent judicial powers, including the
) final rights of adjudication.

q1-140 Executive structure

The Macao SAR Government is the executive authority for the SAR. It is
| headed by the Chief Executive who is ultimately responsible for making
decisions on government policies and issuing executive orders, including
overseeing the formulation and implementation of by-laws.

Under the Chief Executive, there are five Secretariats headed by Secretaries
who are responsible for designated areas implicit in the names of the
Secretariat. The designated Secretariats are the Secretariats for

e Administration and Justice
e FEconomy and Finance

e Security

e Social Affairs and Culture, and
| e Transport and Public Works.

| Under each Secretariat, there are several Bureaus performing designated
functions which, in turn, are supported by affiliated units called
Departments. These Departments are responsible for establishing and
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overseeing operational procedures and are supported by Divisions, which
are the frontline units in dealing with the public.

The hierarchy of responsibility is set out in Table 1.1.

Table 1.1 Hierarchy of responsibility

Authority Description
Chief Executive Head of the SAR Government

Secretariats Assist the Chief Executive and are directly
responsible for designated areas

Bureaus Responsible for the development of procedures
and overseeing the execution thereof on behalf of
their respective Secretariats

Departments Responsible for implementing operational
procedures
Divisions Represent Departments in specific daily

operational duties

91-150 Development of the laws

The legal systems of Macao must be approved by mainland China.

In mainland China, the legal system is legislative insofar as the laws are codified
and approved by the National People’s Congress. In 1993, the 8th Nations!
People’s Congress enacted the Basic Law of Macao, which is intended to be national
in both nature and execution. The Basic Law includes three Annexes — LU and I
— which set out the method for the formation of the Legislative Assembly of the
SAR and ensure certain national laws of the PRC are applied in Macsic

The Basic Law is both a national and constitutional law, but it wives Macao a
high degree of autonomy and legislative powers.

The legislative authority in the SAR is exercised solely by the Legislative
Assembly which is comprised of a President, an Executive Board and several
committees. The Legislative Assembly has the right to make, amend and
suspend the execution and abolition of laws in accordance with the Basic Law.

The Basic Law gives the Chief Executive of the SAR the power to sign bills
passed by the Legislative Assembly as well as the right to promulgate laws,
ie he/she is entitled to enact “Executive Orders” and “Directives” that

are subordinate to “Laws” or “Decree Laws” enacted by the Legislative
Assembly.

The Penal Code, Criminal Procedural Code, Civil Code, Civil Procedural
Code and Commercial Code are the “Five Codes” which form the
authoritative framework of Macao’s legal system.

T1-150 © 2016 Wolters Kluwer Hong Kong Limited
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q1-170 Laws of the Macao SAR

The laws presently in force in the Macao SAR include:

(1) The Basic Law
(2) National laws listed in Annex III to the Basic Law

i hich have been
that were effective before 20 December 1999 and w ;
. }-J;t‘;vif'ledaas laws in the SAR by approval of the Standing Committee of
the National People’s Congress, and

(4) Laws enacted by the Legislative Assembly of the SAR.

i i SAR, except for the
tional laws of the PRC do not apply in the
gfo&?r:; which have been promulgated or legislated by the Macao SARup
to the end of December 2008:

Resoliztion on the Capital, Calendar, National Anthem and National
Flag o the People’s Republic of China

o Kasolution on the National Day of the People’s Republic of China

«~ Nationality Law of the People’s Republic of China

¢ Regulations of the People’s Republic of China Concerning Diplomatic
Privileges and Immunities

e Regulations of the People’s Republic of China Concerning Consular
Privileges and Immunities

o Law of the People’s Republic of China on the National Flag

e Law of the People’s Republic of China on the National Emblem

e Law of the People’s Republic of China on Territorial Sea and the
Continuous Zone

e Law of the People’s Republic of China on the Exclusive Economic Zone
and the Continental Shelf

o Garrison Law of the Macao Special Administrative Region of the
People’s Republic of China, and

e Law of the People’s Republic of China on the Immunity of the Property
of Foreign Central Banks from Judicial Compulsory Measures.

€1-180 The judiciary system

Under the Basic Law, Macao enjoys independent judicial powers m}iluSdXEg
the right of final adjudication. There are two judiciary bodies 1(111;rI e ther,
one being the court system, which exercises judicial powers, ?n e Oti i,
the Public Prosecutions Office which exercises the powers of prosecution.

i T1-180
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Both the courts and the Public Prosecutions Office exercise their related
powers independently.

q1-190 The court system

According to the Macao SAR Judicial Organisation Framework Law, there
is a three-level court system which consists of the Court of First Instance,
the Court of Second Instance and the Court of Final Appeal which has final
adjudication powers. Administration and tax litigation matters are handled
by the Administrative Court.

€91-195 The Public Prosecutions Office

The Public Prosecutions Office of the SAR is independent in performing i
powers and functions as defined by law. P peliIgR

All public prosecutors are employed under the Public Prosecutor-General
the head of the Public Prosecutions Office, who is nominated by the Chief
Executive and appointed by the PRC Central Government.

91-200 Economic status

In more recent years, Macao has shifted from an industrial-based economy,
which placed emphasis on the manufacturing sector, to a service econom§;
that now focuses on the gaming and tourism sectors. In 2014, tax revenue

from gaming accounted for 84% of the go
i vernment’s revenue, :
Statistics and Census Service) & . fhaae,

The GDP of Macao for the last five years is shown in Table 1.2,
Table 1.2 GDP of Macao

Year GDP (MOP Real Growth in | Percanita GDP
billion) real term % (MG 7000)

2010% 226.9 27.5 422.7

2011* 293.7 21.3 534.7

2012 343.5 9.2 603.6

2013 410.0 10.7 691.6

2014 4433 (0.4) 713.5

Source: Statistics and Census Service

Note: * figures revised by the Statistics and Census Services of Macao SAR
Government

T1-190 © 2016 Wolters Kluwer Hong Kong Limited
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Gaming industry

Since the liberalisation of the gaming industry, Macao has achieved steady
economic growth and its international status has been enhanced. The
concessions for the operation of casinos were expanded from initially onesole
licence holder to three. Since then, the three licence holders have succeeded,
with government approval, in issuing sub-concessions to other operators.
In this regard, there are currently six operators in the gaming business. The
expansion commitments from such operations, though bringing prosperity,
have created heavy demands on infrastructure, management and human
resources which are creating challenges for Macao.

Tourism industry

With the boom in the gaming industry and the Individual Visit Scheme
introduced by the PRC in 2003, the tourism sector is also undergoing rapid
growth. Adecrding to the Statistics and Census Service of Macao SAR
Governmient, the total number of visitors to Macao in 2014 amounted to
31.5 miljion. With several historical features successfully being recognised
as Weorid Cultural Heritage sites, Macao now attracts an increasing number
4t pourists and has become more diversified. The tourism industry is
geveloping in parallel with the gaming industry.

Other industries

The government’s development policies seek to promote diversification
in an effort to place greater emphasis on the manufacturing and export,
finance, and real estate sectors in the future.

q1-300 Financial status

With stable financial laws and regulations, Macao offers ample financial
services and trading facilities to investors and enterprises. As there are no
exchange control regulations, funds can move freely in and out of the SAR
for ordinary business.

The local currency is the Macao Pataca (MOP) which is pegged to the
Hong Kong dollar (HK$) at the rate of HK$1.00: MOP 1.03. The MOP is
thereby indirectly pegged to the US dollar (US$) due to the linkage of the
HK$ and US$. Fiuctuations in exchange rates between the MOP and other
foreign currencies basically mirror those of the HKS.

The Monetary Authority of Macao (AMCM) supervises and regulates all
financial institutions such as banks, insurance companies and pension fund
management companies. The AMCM, which operates at the Bureau level of
government, also functions as a quasi-central bank and has authority over
the management of foreign currency reserves of Macao.

Macao Master Tax Guide 91-300
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The Financial System Act of Macao was promulgated in 1993. This Act
combines the advice or suggestions of the Basle Committee on Banking
Supervision and the objectives of the European Union to maintain harmony

in banking legislation.

q91-400 Relationship with mainland China and
international linkages

Macao is empowered to continue to maintain all relationships developed
with the international community before implementation of the Basic Law.
It is, therefore, able to conclude and implement agreements with foreign
countries and international organisations in different fields, such as trading,
finance, shipping, communications, tourism, culture, science, technology,
export, etc.

Currently, Macao is a member of the World Trade Organisation (WTOQ),
United Nations Educational, Scientific and Cultural Organisation
(UNESCO), the World Tourism Organisation as well as the Economic and
Social Committee. Over 220 international covenants and multilateral treaties
are in force in Macao.

Under the principle of “One Country, Two Systems”, Macao is a close
trading partner with mainland China. In order to promote joint economic
prosperity and the development of mainland China and Macao, the Closer
Economic Partnership Arrangement (CEPA) was signed on 17 October
2003 with ten further supplements and the CEPA Agreement between
the Mainland and Macao on Achieving Basic Liberalization of Trade iis
Services in Guangdong subsequently signed during the period from
29 October 2004 to 18 December 2014. These CEPA arrangements coniinue
to be effective in 2015.

Areas covered by CEPA include trade in goads, trade in servicos and the
facilitation of trade and investment between the two parties: in 2006, there
were new enhancements which included zero tariff treatiaent for imports
of products originating from Macao. In May 2009, there were more open
commitment breakthroughs in various service sectors, such as in the industry
of Meeting, Incentive, Convention, Exhibition (MICE) and medical services,
all of which were effective from 1 October 2009, The latest Supplement brings
the total number of liberalised sectors under trade in services to 48. It will
also lower the total asset requirement for Macao banks to set up branches
in Hengqin to USD 4 billion. Hengqin Dao is an island in Zhuhai adjacent
to Macao’s Cotai. It has been designated as a special economic zone, and is
the only region in mainland China where the threshold to enter the banking
sector is lowered under the CEPA. This is a new policy specially designed
for Macao.

91-400 © 2016 Wolters Kluwer Hong Kong Limited
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q1-500 Competitive advantages
Macao has a number of competitive advantages including the following:

e Strategic geographical location

i ted approximately 60 km west of Hong Kong on the coast
gffli;aeoslsoﬁia(lhing%ea and bgrders on the southwest of Guangdong
Province, one of the fastest growing economies in mainland }(Ehma{
There are easy and convenient links by land, sea and air to the res
of the region. Its strategic geographical l_ocatlop gives Macao unique
advantages including strong relationships with its ne1ghbou;&s,‘ ie
mainland China, the Hong Kong SAR and the South East Asian

countries.

e Low taxation |
— Profitstax is charged at a flat rate of 12% on annual assessable profit
cver MOP 600,000 for the year 2014.

Fersonal income tax rate ranges from 7% to 12% on annual.mcorne
of over MOP 144,000 with an allowance of 25% on gross income.
Since 2004, an additional deduction/rebate has been granted on
personal income tax as part of “temporary” tax incentives. Table 1.3
shows the additional tax rebate rates from 2004 to 2015.

Table 1.3 Additional tax rebate rates

Year Additional tax rebate
2004 to 2012 25%
2013 to 2015 30%

- Property transfer stamp duty ranges progressively from 1% to 3%

In recent years, all temporary tax incentives and exemptions are
announced annually by the government.

e Governmental support programs
— Taxation incentives

— Subsidies for overseas promotions

— Subsidies for quality and environmental management certifications
e Quality of life
— Low living costs compared to neighbouring regions

— Ample recreation and relaxation facilities

i 91-500
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e International connections C h a pte r2

— Membership of international organisations

- Good relations with Portuguese-speaking countries S ETTI N G U P A B U SI N E SS

— Cooperation agreements with the European Economic Union lN M AC Ao
— Signatory to various trade cooperation agreements

® Party to cooperation platforms INErOAUCTION. 1t cererrreerers e sesass e 1];_?' gg

— The Service Platform for the Economic Cooperation between China Macao CommelzrdaItCode ..... 42200

and Portuguese-speaking countries Types of commercial entities .....oiirrresreeees 42.400

) ) Licence reqUIremMENTs ..o it 500

— The Economic Cooperation Platform for Western Guangdong Processing and filing for SR IR oo

— The Global Chinese Entrepreneurs Networking and Cooperation Financial reporting and audit requUIreMents .......o.ocouwwmrereecsses 12-700
Platform. Other official reqUIreMENTS. ....c.oceirircisers s

91-500 © 2016 Wolters Kluwer Hong Kong Limited Macao Master Tax Guide

||||I||||||||||||||||, SRRRR R R RRRRRRRRRRRRRRNE TIILIA00 000



setting Up a Business in Macao 13

q2-100 Introduction

Non-Macao entities normally choose to do business in Macao by:
(i) incorporating a Macao legal entity, or
(i) applying for a tax registration status.

Operations that intend to have a permanent establishment in Macao should
select option (i) as it facilitates the carrying on of business activities with
other parties in the SAR. Operations set up to complete one-off projects
may opt for the simpler route of applying for a tax registration status only.
Operations set up under both options (i) and (ii) are required to file tax
returns in compliance with the regulations.

There are no constraints or restrictions on establishing or expanding
a business in-Macao. Foreign entities and individuals are only required
to follow thewnormal procedures when setting up a business. However,
according to regulations which govern various economic activities, certain
businass categories need to obtain specific licences or certain authorisations
in crder to operate. See §2-400.

jrthermore, some authorities require certain kinds of businesses to be
1ocated in specified sites such as walk-in commercial buildings or industrial
buildings. Therefore, companies should take into account the need to meet
government requirements and regulations when choosing locations for their
operations. For example, hair salons should choose walk-in shop units and
dental clinics should choose commercial units with indoor water supply
and independent washroom facilities.

€2-150 Macao Commercial Code

Asset out in the Macao legal framework in Chapter 1, there are “Five Codes”,
including the Macao Commercial Code, which govern all activities of
commercial enterprises, including their formation, operation, management
and dissolution.

In addition to the Commercial Code, laws that apply to general businesses
include the following:

e Taxation Law
e Labour Law

e Anti-Money Laundering Law.

Macao Master Tax Guide 92-150
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q2-200 Types of commercial entities

Under the Macao Commercial Code, effective from November 1999, there

are primarily three types of commercial entities that may conduct business
in the Macao SAR. These are:

e an individual entrepreneur
e acompany (corporate body), and
e economic interest groupings.

Non-Macao entities may choose to register with the Macao Commerce and
Movable Property Registry (“Commercial Regisiry”) to set up a branch of
their Head Office, or to enter into a joint venture arrangement with an existing
Macao entity, to carry on business in Macao.

Individual entrepreneur

Individual entrepreneur statusis also often referred toas a “Sole Proprietorship”.
Such a business is exercised or operated by a sole/designated person as the
licence holder. This named individual is fully and personally liable for all debts
incurred in the business.

Company (corporate body)

A company in Macao must be in one of the six forms specified under the
Commercial Code, including the following:

e Unlimited liability company

e Mixed liability company by quotas®

e Mixed liability company by shares

e Limited liability company by quotas®

e Limited liability company by shares

e Limited liability company by sole owner.

* Quotas are shares in a private limited liability company, the transfer of which to
other parties is restricted under certain circumstances.

The main characteristics of the different forms of companies are set out in
Table 2.1.

92-200 © 2016 Wolters Kluwer Hong Kong Limited

Setting Up & Business in Macao

Table 2.1 Main characteristics of companies

Type Number Capital Form and Compulsory
of owners/ realisation | wording in
participants of trade name

participation
of capital

Unlimited |2 or more No maximum | Money/ S.N.C.

liability or minimum | business

company limits

Mixed 1 or more No maximum | Unlimited S.C.

liability unlimited or minimum | liability

company | liability limits shareholder

by quotas | shareholder(s) and limited
and 1 or liability

| tore limited shareholder
liability both paid up
shareholder(s) in cash

Mued 1 or more Minimum Unlimited S.C.A.

 liability unlimited limit of MOP | liability
l'company | liability 1,000,000 shareholder

by shares | shareholder(s) | (US$125,000) | paid up in
and at least and no cash and
3 limited maximum limited
liability limit liability
shareholders shareholder

paid up in
shares

Limited 2to 30 Minimum Acquire Lda.

liability limit of quota with

company MOP 25,000 |anominal

by quotas (US$3,125) value of

and no at least

maximum MOP 1,000

limit (US$125) or
in multiples
of MOP 100
(US$12.5)

Limited At least 3 Minimum All capital 5.A.

liability limit of MOP | divided into

company 1,000,000 equal shares

by shares (US$125,000) |with a value

and no of at least
maximum MOP 100
limit (US$12.5)

Macao Master Tax Guide
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Type Ger Capital Fonp al:ld Compulsory Procedures Information/documents required
Of,fé:?eari/fs EEfalIsatmn Wo:lding 5 o Other special authorities of
g i participation frade name particular administrator(s)
of capil’:al (specify, if any)

A o * Financial year-end of the company .
Lun_lt_Ed 1 Mu*_umurn Capital of 1 | Sociedade (31 March/30 June/ |
ha;l h;y ﬁg;g& share with | Unipessoal 30 September/31 December) '
CO.
by sgleny (US$3 12,(;3)0 iﬂs Eaaxlriral (;es b (C) | Application to e Acceptance of appointment of
owner and no for limited the Commertcial administrator(s)

maximum liability Registry for * Copy of Certificate of '
limit company b corporate Admissibility of Trade Name
quotas y registration ¢ Articles of Association

e Industrial tax form which is

(D) | Application : :
required to be notarised and

The general procedures and information required for setting up a limited to the Finance

company by quota in Macao are shown in Table 2.2. Services includes the following information:
Rireau for tax - Telephone number of the Macao

Table 2.2 General proceduresf/information required for 1egistration company

incorporation of an ordinary limited company by quota | — Business trade name (if

shares in Macao applicable)

' — Business address in Macao

Procedures Information/documents required - Date of commencement of
@) - busi
A) | Name search — | ¢ Proposed name of th HSINESS
Application of ColT:lppany e ( e List of names of _the shareholders
admissibility of — Chinese name; and/or | and their ID copies ,
trade name - Portuguese name; e List of names and Letter o

‘ Appointment of the administrative
board

e Certificate of registration issued by |
Macao Commercial Registry

¢ Copy of the Memorandum and
Articles of Association

— English name (applicable if the
company adopts both Chinese
and Portuguese names)

® Principal business activities of the
Macao company |

(B) | Signing of Business address in Macao

formation * Duration of the company (specify,

lc)lotf:uments if any) Economic interest groupings ‘
efore a ® Registered capital of the com I

Macao Notary (in%\/IOP, minﬁnum MOP 25,(%3053; Two or more commercial entrepreneurs, with the objective of promoting

(Presence of all e Particulars of shareholders economic activities as joint parties without changing their qualification

shareholders/ e Amount of quota share of each or status as legal persons, may form an economic interest grouping. For

representatives shareholder (minimum MOP this category of operation, registering with the Commercial and Movable

Property Registry is enforced under the Commercial Code to give a legal
status for the grouping. As the grouping does not effectively do business for
itself as a body, share capital is not required but its members have unlimited
joint and several liability for the debts of the grouping.

is required) 1,000 per quota share)

* Particulars of the administrator(s)

® Binding arrangement for the
administrators if more than

1 administrator appointed

§2-200
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Branch of foreign company

Instead of setting up a subsidiary company, a foreign company may choose
to register with the Macao Commercial and Movable Registry to set up a
branch to undertake business in Macao. A local representative should be
appointed to administer all business activities and tax affairs of the branch.
Tax filings should be signed by the appointed representative.

Table 2.3 Procedures/information required for setting up a
branch in Macao

Procedures Information/documents required

(A) |Name search — ® Name of the parent company
Application of ® Principal business activities of
admissibility of the Macao branch

trade name

(B) | Execution of e Branch office address in Macao
registration e Assigned capital of the branch
documents (in MOP, minimum MOP

25,000)
@ Particulars of branch
representative(s)

Binding arrangement for the

representatives (if more than

1 representative) ,

* Certified true copies of the {
Certificate of Incorporation,
Memorandum and Articles
of Association, Business
Registration Certification of the
parent company (certified by «
Notary Public practising in the
place of incorporation of the
parent company)

® Board resolutions of the parent
company for the setup of the
Macao branch, notarised by a
Notary Public practising in the
place of incorporation of the
parent company together with
an apostille

¢ Financial year-end of the

branch (31 March/30 June/

30 September/31 December)

§2-200 © 2016 Wolters Kluwer Hong Kong Limited
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Procedures Information/documents required
(C) | Application to * Acceptance of appointment of
Commercial branch representative(s)
Registry for branch
registration

(D) | Application to the
Finance Services
Bureau for tax
registration

e Industrial tax form which
is required to be notarised
and includes the following
information:
— Telephone number of the
Macao branch
— Business trade name
(if applicable)
— Business address in Macao
— Date of commencement of
business
e Copies of the Certification
of Incorporation and the
Memorandum and Articles of
Association of the head office
e Letter of Appointment of the
authorised representatives for
the branch
Name of the proposed
authorised representatives for
the branch and their ID copies

The rapidly growing economy of Macao is attracting more and more local
and foreign investors. Table 2.4 shows number of newly set up companies

in the last five years.

Table 2.4 Newly set up companies

Year | Number of newly set up companies | Registered capital (MOP)
2010 |2,991 507 million

2011 |3/405 983 million

2012 |3,612 609 million

2013 |4481 756 million

2014 | 5,409 1,843 million

Source; Statistics and Census Service

Macao Master Tax Guide

92-200




20 Macao Master Tax Guide

A matrix of newly set up companies by major industries is set out in
Table 2.5.

Table 2.5 Newly set up companies by industry

Major industries 2010 | 2011 2012 2013 (2014 |2014
% % % % % (number)
Wholesale and retail | 38.1 36 35.6 37.0 34.3 1,854
trade
Construction 12.4 11.9 12.3 13.1 14.0 755

Hotels, restaurants 2.7 25 3.8 4.3 54 293
and similar activities

Transport, storage 2.1 21 2.2 1.9 23 125
and communications

Real estate 126 |129 12.9 8.9 11.0 594

Education, health 8.0 9.6 7.7 8.4 6.8 367
and social welfare;
other community,

social and personal

services

Manufacturing 1.5 13 1.5 1.1 0.7 39
Financial and 22.6 23.7 23.9 25.3 25.5 1,382
business services

Other - - 0.1 - - - |
Total 100 [100 [100 [100 |100 |5409 .

Source: Statistics and Census Service

Joint venture

A foreign company may also enter into a joint venture arrangement with
an existing Macao enterprise to carry out projects in Macao. The foreign
company’s Certificate of Registration should be certified by a Notary
from the country of origin for registration purposes and at least one
representative should be appointed to be responsible for the business and
official activities of the company.

Profits derived from such joint ventures can be shared among the venture
parties before or after tax. In the case of distributions of profits before
tax, the respective venture parties are responsible for their own tax filing/
liabilities. In the case of losses, the tax loss incurred by the joint venture
was to be distributed among the respective venture parties according to
their profit sharing ratio and claimed in their respective complementary
tax returns.

92-200 © 2016 Wolters Kluwer Hong Kong Limited

setting Up a Business in Macao

21

q2-400 Licence requirements

Although there are no restrictions or constrair_tts in establi.shi_ng businesses
in Macao, certain business categories are required to obtain licences bgfore
they can commence operations. The licence requirements vary according to
the nature of the activities.

In the assessment and issuance process, various government de_partments
or bureaus are involved and applications are handled according ’Fo the
“Civil Procedural Code”. While licensing requirements vary according to
the business category, all businesses must comply with tax registration
requirements, which is one of the most important and critical factors in the
setting up of a business in Macao.

Some common business activities with licences requirements and the
respective authorising departments are listed in Table 2.6.

Table 2.C Types of business activities which require
special ricences

Authorising Department

s ness Activities
3 Economic Services Bureau

;rManufacturing
Trading (Import/Export)

Macao Economic Services Bureau
and other Bureaus for some specific
products

Foreign Trade Economic Services Bureau

Tourism, Restaurants and
Hotels
Civil Construction

Government Tourist Office; Civil
& Municipal Affairs Bureau

Lands, Public Works and Transport
Bureau

Education and Youth Affairs Bureau

Education
Food & Beverage

Civic & Municipal Affairs Bureau;
Government Tourist Office

Bureau of Telecommunications and

munications & IT -
Telecom Information Technology Regulation

Finance Monetary Authority

92-500 Processing and filing for tax

In certain situations where there are no special requirements for setting
up a company or a branch, non-Macao entities with one-off or o_ccas1or1al
contractual projects in Macao may simply apply for a tax registration status
for the purpose of fulfilling their tax obligation.

Macao Master Tax Guide 92-500
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Various documents, such as a certified copy of the Certificate of Incorporation
of the non-Macao entity from its country of origin, together with a duly
signed copy of the contract with the Macao entity with which business, or the
transaction is conducted must be submitted to the Finance Services Bureau
for tax registration purposes. A tax return based on the reported profit/loss
of the business or transaction should be presented to the Finance Services
Bureau upon completion of the contractual service. Complementary tax will

then be duly assessed and this should be paid before cancellation of the
registration.

92-600 Financial reporting and audit
requirements

The Commercial Code stipulates that all business entities are required to
keep proper books and records and these should be retained for five years,
except for certain industries, such as banking and insurance, which are
subject to special regulations. Proper books and records include inventory
records, balance sheets, minute books, and other registers and documents,

Financial institutions in Macao such as banks, insurance companies and
financial service operations are required to undertake annual statutory
audits. Macao banking rules and regulations also require that financial
information, directors/management reports as well as audit reports
of financial institutions be published in the Official Gazette and one

local Portuguese-language newspaper and one local Chinese-language
newspaper.

Under the Complementary Tax Regulations, companies are requircd, to
submit corporate tax returns to the Finance Services Bureau after each
financial year. Tax returns for Group A taxpayers are required to b= certified
by registered accountants or auditors.

In December 2005, the Macao Government passed Decree Law 25/2005 under
which the original Official Plan for Accounting was abolizhed and replaced
by a new set of Accounting Standards. These new Macao Accounting
Standards are classified into two categories, namely:

(i) Financial Reporting Standards which introduce elements of International
Financial Reporting Standards (IFRS) as well as International Accounting
Standards (IAS), and

(ii) General Financial Reporting Standards which are simplified versions of
IFRS standards in certain cases.

Financial Reporting Standards are comprised of the following;:

e Framework for the Preparation and Presentation of Financial
Statements

o IFRS 1 First-time Adoption of International Financial Reporting Standards

72-600 © 2016 Wolters Kluwer Hong Kong Limited
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1AS 1 Presentation of Financial Statements

o 1AS 2 Inventories

e IAS 7 Cash Flow Statements

IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
1AS 10 Events After the Balance Sheet Date

e IAS 11 Construction Contracts

e IAS 12 Income Taxes

o IAS 16 Property, Plant and Equipment

e IAS 17 Leases

e [IAS 18 Revenue

o 1AS 21 The Effects of Changes in Foreign Exchange Rates

o A8 23 Borrowing Costs

o IAS 36 Impairment of Assets

e 1AS 37 Provisions, Contingent Liabilities and Contingent Assets

e IAS 38 Intangible Assets.

Accordingly, the following commercial entities should adopt the Financial
Reporting Standards effective from 1 January 2007:

e Concession companies in Macao

e Insurance institutions in Macao

e Companies governed by the Financial System Act of Macao
e Macao offshore institutions

e Macao public companies (“Sociedade Anonima” or SA)

e Macao limited partnerships by shares (“Sociedade em Comandita por
Accoes” or SCA).

General Financial Reporting Standards, including extracts from IAS, are as
follows:

e No 1 Presentation of Financial Statements

e No 2 Accounting Policies, Changes in Accounting Estimates and Errors
e No 3 Property, Plant and Equipment

o No 4 Leases

e No 5 Intangible Assets

o No 6 Inventories

. 12600
Macao Master Tax Guide

|

I T T T T T T T T e —— - — ————— 11T




e Macao Master Tax Guide =

e apply to the re-assessment committee for an administrative review of
the decision within 15 days after receiving the decision notice, and/or Ch d pte r 5
e lodge ajudicial appeal to the Administrative Court against the decisio
within 45 days after the decision notice. & y PRO F E 5 S I O N A L T AX
Applications for administrative reviews or judicial appeals must be lodged
within the respective prescribed periods as there are no provisions f
extensions. For appeals to the court, the applicant must be regresented by(); INTRODUCTION
lawyer in the dispute proceedings. BackroUndoVerVIEW w . wemmsmsammsmisaisiissisrsetiams 95-050
Taxpayer classtCEtIONS: i B 95-100
GYOUP | YBXPBYETE corncuvsssrnrnsensssssnssnarsssbessansisssss sasssss sRavs venvadasssassssnges 5-150
Example-3.21 Group Il taXPAYRIS ..ccveeiier e csiessans s e s s snn e 95-200
jfﬂ&company in Macao received a complementary tax assessment notice Penalties, objections and appeals.........cccuiiiniiiiininicniiinienee, 95-250
rom the Finance Services Bureau stating that its taxable profit for
the year is revised to MOP 800,000 due to the disallowance gf certain ; ; GROUP | TAXEALERS
dedl}ctlons. The company disagreed and appealed to the Finance RegistratiofnQf emplOYEeS. . ...ccummimiismisisamesionstissasssimsesssesrsssnvnens 95-300
Services Bureau against the tax re-assessment. Tax Withpaing and Filingoseenmapompmunmms s 95-350
Profestiomal tax rates for Group | taxpayers ..........ocviniciniinninne 95-400
MOP Professional tax borne by the employer.....cocnininnicincciienins 15-450
Profit declared 700,000 Indisidual tax filing by taXpayers .....ocvviecieriienececcrrece e 95-500
Re-assessed taxable profit 800.000 Prescribed dates for Group | taXpayers........oceviieneniniiiisiininsnnns 95-520
Additional tax labili & ! O B TTC0 Y TV VTS s s a5 e S RS S S PSR Tas s 95-550
onal tae Hakdlity @123% 12,000 ‘ LT R e Tt L R Ta 1] = Lo 1o 2 S —— 15-600
The re-assessment committee conducted an administrative review of ) Allowances under professional ta).....c..coveoinnin e 95-650
the appeal lodged by the company, and made a decision to uphold the Private pension fund scheme ........cccccc i 15-680
re-assessment by the Bureau. | Benefits-in-kind and deemed taxable values provisions ................ 95-700
In the_ case that an appeal is wholly rejected, the re-assessment Taxation of share and stock option benefits...........cconvviiicniiinnns 95-750
cgmmlttee may, at its c_liscretion, impose a surcharge of not more thai, GROUP Il TAXPAYERS
5% of the tax payable in dispute. The company will then be required Definiti 5-800
to Pay the addltlonal tax and aSLerharge of up to B9 iof thaMos e e ]n| |On................................,......: ................................................... 1-[ =
which is MOP 12,600 (MOP 12,000 + MOP 12,000 x 5%) in this case ’ Business commencement declaration ..........ccocvviiinninnnnninnns 15-830
N\ ' Tax return filing requiremMents ..o 15-850
Deductions for Group Il taXpPayers ..o 15-880
Group Il taxpayers as employers of Group | taxpayers .............cc.... 95-900
Professional tax rates for Group Il taxpayers ........cccoceviiininivnnane. 95-950
Prescribed dates for Group Il taXpayers.....comeirenrnnnn 95-980
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INTRODUCTION

q5-050 Background/overview

Professional tax in Macao is equivalent to “personal income tax” in other
tax jurisdictions. First imposed under Law No 2/78/M in February 1978,
the Professional Tax Regulations have subsequently been updated with the
most recent amendment being made by Executive Order No 267/2003 in
December 2003.

According to the Regulations, professional tax is imposed on all service
income which includes remuneration from work, in cash or benefits-in-kind,
contractual or otherwise, fixed or variable and regardless of the source/
location, the method of calculation or the currency in which it is paid. This
tax covers all-employment income or personal/professional service income
and taxpavers are assessed on an individual basis, ie there is no option for
joint assetsraent for married couples.

q5-100 Taxpayer classifications

All taxpayers are classified as being one of the two defined groupings,
namely, Group I covering hired employees and Group II representing
professionals or self-employed individuals.

5-150 Group | taxpayers

Group I taxpayers are employees who receive wages or salaries irrespective
of the time period covered, eg daily, weekly, monthly, etc.

A person who is hired to provide services, generally more intellectual than
physical, to an entity on a regular basis in exchange for compensation,
and does not provide such services as part of an independent business, is
considered to be an employee even though remuneration may not be on a
monthly basis.

Skilled workers who provide arts, crafts or other services where their wages
are calculated on an hourly or piece rate basis are regarded as casual employees.

An employment contract is an arrangement made for the performance
of personal services by an individual employee with his/her employer to
establish a working relationship. Under this arrangement, the employer has
certain defined controls over the employee in the conduct of the work or
services to be provided, and the employee has an obligation in the discharge
of his/her duties of employment according to terms specified by theemployer.

When an employment relationship comes into existence, employers become
obliged to meet certain government imposed requirements for workers in

Macao Master Tax Guide 95-150
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relation to compensation insurance, Social S i i
' : ' j ecurity Fund contributi
professional tax withholding and filing of personal income tax, etc nHer

In the case of all Group I taxpayers, it is the employers i

inaife deductions or withhold at source and act gs th agvgriz ?;1(? ;féigg;fg 4
ax in respect of salaries and wages paid to employees. If employee sal e,

te}i(ge:g t{le exempélon limits as stated by law, the tax must be w}ffimh;?irfs

.employers and remitted to the Finance Services Bureau on a

?am]s zlw.thm a prescribed period. Employers are also responsigijfitaell;ll
or lodging yearly professional tax returns (Form M3/M4) with th ;

authorities in respect of payroll and tax collection details on each err'q;)liyteaex

g;i;};zgsivi }?@f tbi;e corporatef year end that an entity may select for operating
: ; ax year” for control and reporting to th
with respect to professional tax i . P asis, fo § et
s on a calendar year basis, i
31 December. Non-resident e oty e s
' " mployees working in Macao are al ]
professional tax and, in this case, em i hor arl
i , lis , employers are required to withhold
remit the tax to the authorities on a quarterly basis (if the non-resident hzg(ai

valid work permit, ie Blue Card) or on is (i i
e T B pemzit), a monthly basis (if the non-resident

Exemptions

Inaccordance with Article 9, exemptions from professional tax are granted to:

e embassy officials of countries havin i
arrangeme
SAR by mutual agreement, and d fFmeantssveit the MHeS

e employees working in foreign and internati i
national ioniz
approved by the Central Government of the PRC or the I\?I];%?nr(;lssaf} 11? 3

Special relief for Macao offshore companies

In accordance with Decree Law No 58/
nc 99/M, all managers =5 well as high-
g%ﬁggigﬁi staff emp}oy(ic\ifby Macao Offshore Insgtitwions t-n'wa;fs a;;g?y
: ldency permits. After obtaining the permits, th
are entitled to full exemption from i ity e
0 full ex professional tax on incom
the offshore institutions for the first three fiscal years of em;e)l?;r?lzitfmAﬂ

Ch

Example 5.1

A company which qualified for offshor i
. _ e status was inc i
2010. The company hired five staff, three were employed hc;rI}\)/[Zjatg inu;

two were sent f; i i
rp Here s ::rr; : rom its Hong Kong holding company. Further details

95-150
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Employee Tncome in 2015  Position Status
MOP
A 500,000 General Hong Kong
Manager resident with a
Macao residency
permit
B 240,000 Chief Hong Kong
Accountant resident with
a Macao work
permit
¢ 180,000 Asgsistant Macao resident
Accountant
D 120,000 Office Assistant Macao resident
E 80,000 General Macao resident
Messenger

if amployee A obtained a residency permit in 2015 through an
application made by the company because he/she is at a management
level, he/she is eligible for an exemption from professional tax for

three years from 2015.

As employee B only obtained a work permit in Macao but did not
obtain a Macao residency permit, he/she is liable to professional tax.

Employees C, D and E, being Macao local residents, are not eligible for
the professional tax exemption. The company needs to withhold tax

from their salaries.

Appointment of company officers

According to the statutory requirements in the Macao Commercial Code,
all companies in Macao are required to appoint officers, being directors
in most cases. The term “company officers” for companies limited by
shares (SA companies) also includes company secrefaries and supervisory
board members. The duties of company officials are statutory and are laid
down in the Commetcial Code. It is not a statutory requirement that all
officers should be Macao residents, ie foreigners coming from abroad or the
Mainland can be officers in Macao companies. These officers, although not
usually treated as ordinary employees, are eligible to entitlements such as
directors’ remuneration, directors’ fees, etc. Company officers are deemed
to perform duties in the place where the central management and control of

the company resides.

The tax rates and minimumallowances tobeapplied to directors’ remuneration
are different for residents and non-residents of Macao. A non-resident is

Macao Master Tax Guide 15-150
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entitled to the 25% basic allowance and the 30% special rebate for 2013 tg
2015. Non-resident income is subject to professional tax at a base rate of 5%, Next 20,000 8%

1,600
However, if the tax payable is less than the amount calculated based on rateg 0
for Macao residents, then the rates for Macao residents will apply. , Next 40,000 9% 3,600
Next 1.000 10% 100
Examples 5.2 Total 225,000 6,700
AMacao company hasappointed three directorsand their remuneration Less: 30% special rebate for 2015 (2.010)
packages for 2015 are as follows: (MOP 6,700 x 30%)
Professional tax payable 4,690
Remuneration sectir 8
irector
(MOP)
Director A Kacao fedidaat 300,000 (1) The professional tax calculation will be based on the tax rate of 5%

applicable for non-residents. If the tax payable is less than the tax
amount calculated according to rates for Macao residents, then the
rates for Macao residents will apply.

(2) Helsne is entitled to:

Director B Hong Kong resident without a 300,000
Macao work permit

Director C US resident without a Macao 1,000,000
work permit

. i) a basic allowance of 25% of remuneration, and
Professional taxes payable for the three directors are to be calculated & ’

as follows: i (i) 30% special tax rebate for 2015.
Director A ' MOP
(1) The professional tax calculation will be based on the ordinary tax ( Director’s remuneration 300,000
rates for local resident employees, and ) Less: 25% basic allowance (25% x MOP 300,000) (75,000)
(2) He/she is entitled to: Assessable income 225,000
(i) abasic allowance of 25% of remuneration
e o Tax thereon based on applicable tax rate of 5% for 11,250
OoP
(ii) MOP 144,000 minimum personal allowance, and non-resident income (MOP 225,000 x 5%)
TN, .
(iif) 30% special tax rebate for 2015. Less: 30% special rebate for 2015 (MOP 11,250 x 30%) (3.375)
MOP Professional tax payable 7,875
Director’'s remuneration 300,000 Since the tax amount of MOP 7,875 is higher than that of a Macao resident
Tiems: F59% Thasid 9 with the same amount of income (see calculation for Director A), the tax
it allowenca  MOF SUGIN * 237 it payable for Director B will remain at MOP 7,875.
Assessable income 225,000 ,
Director C
Assessable Taxrate — Taxes (1) The professional tax calculation will be based on the tax rate of 5%
income MOP applicable for non-resident. If the tax payable is less than the tax
MOP amount calculated according to rates for Macao residents, then the
Minimum personal allowance 144,000 - Exempt rates for Macao residents will apply.
Next 20,000 707 1.400 (2) He/she is entitled to:

(i) a basic allowance of 25% of remuneration, and

(ii) 30% special tax rate for 2015.

95-150 © 2016 Wolters Kluwer Hong Kong Limited Macao Master Tax Guide 95-150
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MOPp
Director’s remuneration 1,000,000
Less: 25% basic allowance (MOP 1,000,000 x 25%) (250,000)
Assessable income 750,000
Tax thegeon based on applicable tax rate of 5% for 37,500
non-resident’s income (MOP 750,000 x 5%) :
Less: 30% special rebate for 2015 (MOP 37,500 x 30%) (11,250
Professional tax payable 26,250

If Director C's tax payable were calculated using the rates applicable to

Macao residents, the tax payable would be:

Ass_essable Taxrate  Taxes
income MOP
MOP

Minimum personal allowance 144,000 - Exempt
Next 20,000 7% 1,400
Next 20,000 8% 1,600
Next 40,000 9% 3,600
Next 80,000 10% 8,000
Next 120,000 11% 13,206
Next 326,000 12% 39320
Total 750,000 £6,920
(IESISSP 32 6/:)952%6513% 0r/::)batf-z for 2015 {20.076)
Professional tax payable 46,844

Director C will need to pay the higher tax amount of MOP46,844, je the

same as an ordinary Macao resident.

A recalculation of tax payable will be made for the annual income of

Ldirectors holding offices for several companies.

Macao Master Tax Guide
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|";;,;mple 5.3

If Director B in Example 5.2 is also appointed as a director of another
Macao company and receives an annual remuneration of MOP
300,000, an additional individual return (M/5 form) is required to be
completed to report the income from both companies. Professional tax
for Director B will be recalculated as follows:

MOP
Director’s remuneration (MOP 300,000 + MOP 300,000) 600,000
Less: 25% basic allowance (MOP 600,000 x 25%) (150,000)
Assessable income _ 450,000
Tax therean based on applicable tax rate of 5% for 22,500
non-res‘aent’s income (MOP 450,000 x 5%)
Less: 20 % special rebate for 2015 (MOP 22,500 % 30%) (6,750)
T'rofessional tax payable (15,750)

it tax payable were calculated at rates applicable to Macao residents,
the tax amount would be:

Assessable Tax rate Taxes
income MOP
MOP

Minimum personal allowance 144,000 - Exempt

Next 20,000 7% 1,400

Next 20,000 8% 1,600

Next 40,000 9% 3,600

Next 80,000 10% 8,000

Next 120,000 11% 13,200

Next 26,000 12% 3120

Total 450,000 30,920

Less: 30% special rebate for 2015 (9,276)
(MOP 30,920 x 30%)

Professional tax payable 21,644

Director B will need to pay the higher tax amount of MOP 21,644, ie the

same as an ordinary Macao resident.

Macac Master Tax Guide
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Double taxation relief arrangements

With the aims of avoiding dou}:&le taxation and preventing fiscal evasion With
respect to taxes on personal incomes, Macao has reciprocal arrangemen;
with Cape Verde, Portugal, Mozambique and Mainland China. :

Acco;ding to Article 17 in tl}e arrangements, income derived by entertaine
or athletes from each territory performing in the other, under plans ;i

u a XC g etweel[ ﬂle tV\«O overnme ll be mpt m
( ltLJI l e l[axll e b g I’ltS, Sha exe p f O

Article 21 of the arrangements also states that, where students, busi

apprentices or trainees from one territory visit the other solel fosrm f}?s
purpose of education or training, funds or benefits received for thg ur .
of Mmaintenance, education or training shall not be taxed provided t}lfat e
payments arise from. sources outside the territory. In respect to studS;th};

95-200 Group II taxpayers

Group II taxpayers are those carrying on the business of service rovid

such as those listed in an annex table in the Regulations. This caFt)e or er?
taxpayers mostly involves professionals performing one-off or 0%1 gi s
engagements fo_r various parties. The earnings of such individuals .alrisegfrong
a series or multiple engagements which they accept on a case-by-case ba:’l}
at their own discretion, In this regard, they are self-employed pl}'fofessicv '11
not V\_rorku)g under employment contracts, They are, however enti*'eziuf‘g
recruit assistants in carrying out engagements for clients and such st Xt
well be subject to professional tax as Group I taxpayers. N

According to the Regulations, GroupII professional taxpayersarerequired to

subml’f_ an application (Form M/1) for registration before the coinnencement

Since Group II taxpayers are individu iti

. _ ; al practitioners, they are re uired t

flle their Own professional tax returns within the prescr)ifbed pe?iod FO(I)‘

rizppsée;sf :lzlthout .prroprlate accounting books and records, returns in
€ preceding year should be fil /

Pty v gy e filed for assessment by the end of

Taxpayers who work in i

_ groups of five or more, or have average operatin
income of more th.?n MOP 1,000,000 for the three precedmgg ygars arg
rﬁqullzad to maintain appropriate accounting books and records. The
should submit their tax returns relating to their activities for the preceding

95-200
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ear, not later than 15 April each year. Such returns should be verified by a

registered auditor or accountant. Any tax losses agreed upon can be carried
forward for three years.

95-250 Penalties, objections and appeals

Failure to fulfil the tax obligations stipulated by the Professional Tax
Regulations is an offence which can attract penalties in the form of fines up
to a maximum of MOP 25,000. The following constitute offences under the
Regulations:

e Failure to submit declaration forms within the prescribed period

e Deliberately omitting or wilfully evading the supply of important or
significant information

Failuze to maintain a register of employee personnel files and records

EFailure to keep proper accounting books and records for those who are
cempulsorily required to do so, and/or

e Refusal to present accounting records for tax authority inspection.

if a taxpayer disagrees with an assessment, he/she can submit a written
appeal to the Finance Services Bureau within 20 days from the registered
date on the envelope of the assessment notice. Late appeals will normally
not be accepted unless there is a reasonable cause established. Appeals can
be made against the amount of income assessed or against the total amount
of tax assessed and these are dealt with by the Reassessment Commission
for Professional Tax. Tax appeals do not override the obligation for tax
payments, ie taxpayers are required to pay the tax in advance as stated in the
notice of assessment before the results of the appeal are finally determined.
If an appeal is successful, a revised assessment notice will be sent to the
taxpayer and the excess amount of tax paid will be refunded.

Should a taxpayer disagree with the determination of the Reassessment
Commission, he/she may appeal to the Chief Executive of the Macao SAR
within two months from the date of receipt of the notification from the
Reassessment Commission.

Also, a taxpayer can lodge a judicial appeal with the courts against issues
such as:

e Administrative actions related to actual and potential taxation
e Calculations of actual and potential taxable profits, and/or

e Actions committed by the taxation and administrative authorities in
the course of implementing the taxation procedures.

Macao Master Tax Guide
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inali i 1 tax settlement upon receipt of the

lovee’s duty to finalise his/her annua
GROUP | TAXPAYERS O ot ot the eelEvant Aepartert,
i | taxpayers
95-300 Registration of employees Table 5.1 - Taxable and non-taxable income for Group pay
Non-taxable Income
According to Article 12 of the Regulations, all employers are required to Taxable Income s Tl i
maintain proper employee personnel files and payroll records. Employment ¢ Employment income and . Umlp Sees gn };etirement, ie
registers are required to include such information as names of employees, remuneration emp Oyent ratuities and/or
their remuneration in cash andfor in kind, tax registration numbers, Daily wages rezll:ﬁ:lmawalgs stade by an eoployes
addresses, relative periods of service, as well as information on tax withheld E y ?’q ;n approved pension fund.
and remitted. Such records should be updated within 90 days of all o Salaries rom PP bt
transactions. s Copvicefons e Medical expct;:nses sul?tstantlate w
ting documents.
According to Article 29, on recruitment of a new employee, an employer e Attendance fees sup}:.vor g N —
must register with the Professional Tax Department and provide the * Family allowances,
i i ili itti » Bonuses ] es, birth allowances,

relevant information on the new staff member by filing and submitting an T allowances, b bt
M/2 form which is countersigned by both the employer and the employee, i Percenfa{gt : sants, housing allowgr}c eral allowances,
This department will then notify the employer as to the professional tax such axtarigeme allowances and fun

registration number assigned to the employee if he or she does not alread
have a numbgzr. The employee registration number is permanent f01: each o trckerage fees
employee registered with the Professional Tax Department. Registration of

issi i ount of these
$ 1ons etc. The maximum am
" allowances must not exceed the
amount that the government offers

new employees should be made within 15 days from the commencement ‘@ “Share of profits to civil servants.
date of employment and any amendments should be updated within the I'e Subsidies ¢ Payments set by law to be ma.de
same time frame from the date of change. ‘ N ,;O an %rﬁgloﬁslisd fr?;ng:rﬁgﬁggt
\ " or inj )
. . apn ) ® ities : i

15-350 Tax withholding and filing Gratuities ICpasn:

e Directors’ fees e Amounts paid to employees for 4
According to Article 32, a “deduct at source” or withholding tax systen: » Expense reimbursements reimbursement of exlpenses ingurre
is used in the collection of professional tax for employees. Under such a e Share and stock option in the course of emp oymigl + €8
system, all employers are required to deduct tax monthly from empioyee benetits entertainment of customers. o
remuneration at the time of payment. It is the responsibility of employers to 2 e |e Severance payments for termination
ascertain taxable income, non-taxable income and the deductibl« allowances 4 Any_ emploptert ot of employment to employees for
in respect of each employee. The taxable and non-taxable incame of Group I in kind long service payable according to the
taxpayers are set out in Table 5.1. law.
The monthly tax deductions must be remitted to the Finance Services ¢ Teller allowance (capped at 12% of
Bureau on a quarterly basis (for Macao residents or non-Macao residents the annual assessable income).
with valid work permit) fixed as March, June, September and December., o 75% reduction of the taxable income
The quarterly returns and payments are due within 15 days from the end for other unspecified non-taxable
of each quarter (ie before 15 April, 15 July, 15 October and 15 January). If sifbiidiEs.
the due date falls on a Weekend/public holiday, the due date will be the
next business day. Non-compliance with this requirement could result in

penalties being levied on employers.

According to Article 13, employers are obliged to lodge the professional tax
returns (Form M3/M4) in respect of payroll and tax deduction details for
all employees in the preceding year with the Professional Tax Department
before the end of F ebruary each year. After each fiscal year, itis the individual

15-300 © 2076 Waolters Kluwer Hong Kong Limited Macao Master Tax Guide
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95-400 Professional tax rates for Group | taxpayers

Professional taxes are calculated at progressive rates from 7% to 12%. The
minimum annual personal allowance has been increased to MOP 144,000

since 2011. The assessable income is arrived at after deductin

g non-taxable

income and an approved allowance of 25% from the total income.

As a tax incentive, a 25% reduction in professional tax has been granted for
years 2004 to 2012 and 30% reduction for years 2013 to 2015 which is still
effective until further notice by the government.

The following table sets out the professional tax rates applicable for the
period from 1 July 2003 to 31 December 2007, 1 January 2008 to 31 December
2010, and 1 January 2011 to 31 December 2015:

Table 5.2 - Tax rates

Taxable Income (MOP) Tax Rate
From 1 July 2003 to | 2008, 2009 and 2010 | 2011 to 2015
31 December 2007
Up to 95,000 Up to 120,000 Up to 144,000 Exempt
From 95,001 to From 120,001 to From 144,001 to | 7%
115,000 140,000 164,000
From 115,001 to From 140,001 to From 164,001 to | 8%
135,000 160,000 184,000
From 135,001 to From 160,001 to From 184,001 to | 9% ﬁ.
175,000 200,000 224,000 \
From 175,001 to From 200,001 to From 224,001 to | 10%
255,000 280,000 304,000
From 255,001 to From 280,001 to From 304,001 to ! 11%
375,000 400,000 424,000 W
Above 375,000 Above 400,000 Above 424,500 12%

Table 5.3 - Base tax chart for annual cal
from 1 July 2003 to 31 December 2007

culations applicable

Annual Taxable Tax Rate Professional | Cumulative
Taxable Income Tax Professional
Income Tax
(MOP) (MOP) (MOP) (MOP)
95,000 - — — —
115,000 20,000 7% 1,400 1,400
135,000 20,000 8% 1,600 3,000

95-400
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Pl (Tl [Tl | %‘E‘e‘iﬁﬂﬂil
Income

(MOP) (MOP) (MOP) (MOP)
175,000 40,000 9% 3,600 6,600
255,000 80,000 10% 8,000 14,600
375,000 120,000 11% 13,200 27,800

Over 375,000 12%

Table 5.4 - Base tax chart for annual tax calculations applicable
for years 2008, 2009 and 2010

fessional | Cumulative

Annual Taxable | Taxable Tax Rate | Pro itive

) MOP Tax(MOP) Professiona
Income(MC L) | Income( ) ey
120,000 — - — —
140,500 20,000 7% 1,400 1,400
160,000 20,000 8% 1,600 3,000
I_200,000 40,000 9% 3,600 6,600
280,000 80,000 10% 8,000 14,600
400,000 120,000 11% 13,200 27,800
[Over 400,000 | — 12% _ =

Table 5.5 - Base tax chart for annual tax calculations applicable
since 2011 to 2015

i Cumulative
Annual Taxable | Taxable Tax Rate | Professional A
or Tax(MOP) Professional

Income(MOP) | Income(MOP) S
144,000 — — — —

164,000 20,000 7% 1,400 1,400
184,000 20,000 2% 1,600 3,000
224,000 40,000 9% 3,600 6,600
304,000 80,000 10% 8,000 14,600
424,000 120,000 11% 13,200 27,800

Over 424,000 — 12% — —
Macao Master Tax Guide T5-400
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Example 5.4

Anindividual earned a total income of MOP 412,000 in 2015 inclusive of
a housing allowance of MOP 28,440 (MOP 2,370 /month x 12 months).

According to the Professional Tax Regulations, the MOP 28,440 in
respect of the taxpayer’s housing allowance is accepted as a deduction
since MOP 2,370 is the basic non-taxable housing allowance for
employees. The individual is also entitled to the standard 25%
deduction on assessable income which is an allowance under the
Regulations.

Based on the aforesaid, the assessable income in this case is as follows:

MOP

Total employment income 412,000

Non-taxable housing allowance (28,440)

383,560

25% on MOP 400,000 as unspecified (95,890)
non-taxable allowance

Assessable income 287,670

The professional tax to be paid on the assessable income of MOP
287,670 is calculated as follows:

Assessable Income Tax Rate Professional Tax
(MOP) (MOP) .
144,000 Exempt —
20,000 7% 1,490
20,000 8% 1,600
40,000 9% 3,600

63,670 10% 6,367

Total: 287,670 12,967

30 % tax incentive (2015) (3.890.1)
Professional tax payable (round up to the 9,077

nearest dollar)

As indicated in the calculation, the individual is liable for professional
tax in the amount of MOP 9,077 for 2015. The employer is required
to withhold tax on a monthly basis and remit the amounts to the tax

95-400 © 2016 Wolters Kluwer Hong Kong Limited
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authorities after every quarter with the yearly final payment to be
made no later than the end of February 2016.

Any discrepancies will result in an additional payment or refund
of professional tax paid after assessment by the tax authorities.
According to the Regulations, the tax authorities have the right to
pursue assessable tax payment up to five years after the assessment
year. For 2015, the period of re-assessment by the tax authorities can
be up to but not later than 31 December 2020.

Flow Chart - Calewiation of Professional Tax Payable for Group | Taxpaver with Hustration

MOP

Tolal Income includes all forms of

emunerations such as wages, salanes

Tatal Income allowances. bonuses 412.000
percentages/commissions, brokeage,

gratuities, share of profts, olher

employmenl income in kKind elc

— N
e
|

p
i Accerding to Article 4, non-iaxable ilems
ical g
include medical expenses. retirement Housing allowances
Non-laxable Income gratuities, compensation for injuries,
severance payments, family alowances

marriage alowances, binh allowances,

housing allowvances, elc. 1.000/month x 12 months 28,440
Equals
Net Taxabie Income Net Taxable income 383,560
|
25% tax aliowance as a slandard deduction (400,000 x 25%) 95,800
Equals
Assessable lncome 287 670
Assessable Income Assessable Income Tax Rate Professional Tax
T (MOP) (MOP)
144,000 Exempt -
Tax Calculation 20,000 7% 1,400
20,000 8% 1,600
40,000 % 3,600
63,670 10% 6,367
Tax Payable Tolal: 287 670 12,967 12,967
Spacial tax incentive
amange In 2010 .
arrangement |r 0% 1ax incentive (2015) (12,967 x 30%) 3,890,1

Net Tax Payable Net Tax Payable 9,077
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Example 5.5 sets out a professional tax calculation for casual workers whose
employment income is not calculated on a monthly basis.

Example 5.5

According to the Professional Tax Regulations and the tax incentive
avaﬂgble for the assessment year 2015 (Law No 12/2011), employers are
required to withhold tax from the wages of casual workers when the
daily income gxc;\e;ds MOP 640 and/or when the employee’s monthly
income exceeds MOP 16,000 (based on the current annual

income of MOP 144,000). B

If taxpayer A is a casual worker and earns a daily income

700, the tax withheld by the employer for 2015 wﬂl be base?lfohr/fcgi
assessable income of MOP 157,500, assuming the number of days
worked is 300 (ie MOP 700 x 300 days x 75%). The tax withheld for
2015 in this case will be calculated as follows:

Taxable Income Tax Rate Tax Payable

MOP
First 144,000 - Exempt
Balance 13,500 7% 945
Total 157,500 945
30 % special tax (283.5)
Incentive
Tax payable (round up to the nearest dollar) 662 :

On the other hand, if the taxpayer is an employee and earns a moriih ly
income of MOP 17,000, the tax withheld by the employer for, 2015
will be based on an assessable income of MOP 153,000 (M2CP. 17,000
*x 12 months x 75%). The tax withheld for the year in this caga will be
calculated as follows:

Taxable Income Tax Rate Tax Payable

MOP

First 144,000 = Exempt
Balance 9,000 7% 630
Total 153,000 630
30 % special tax 189
incentive

Tax payable 441

95-400
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q5-450 Professional tax borne by the employer

Situations can arise where an employer undertakes to pay or bear the
professional tax for an employee as part of the remuneration package.
Professional tax borne by the employer is a taxable benefit and, therefore,
should be included as part of the employee’s remuneration. In this case, a
tax-on-tax calculation is required to be made to determine the amount of
tax to be paid on behalf of the employee whereby the employee income is
grossed up to the taxable amount.

95-500 Individual tax filing by taxpayers

As a general rule in employment situations, professional tax is reported and
paid through employers who deduct the tax liability at source using the
basic tax calciiiation method, ie deducting all allowances when withholding
tax for remittance.

In the iollowing circumstances, individuals are required to lodge an
addiiional tax return and settle their tax liabilities personally:

e  Remuneration is received from more than one employer in a year

e Additional taxable income is received for which no tax had been
withheld and remitted

e A severance payment is received for one-off personal services and the
employment relation is re-established with the same employer within
the succeeding 12 months, or

e An individual is both a Group I and Group II taxpayer, ie an employee
with an entity as well as being a self-employed professional.

In the aforementioned cases, an individual is required to submit a M/5 Form
(annual professional tax return) not later than February of the following
year to the relevant department notwithstanding that withholding tax has
already been declared and remitted. Any tax payments that have already
been withheld and paid on behalf of the taxpayer will be deducted from the
final tax payable.

Example 5.6 sets out the tax filing required for an employee who received
remuneration from more than one employer.

Macao Master Tax Guide 9 5-500
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Example 5.6

An individual works as a part-time staff in three different companies
with annual income as follows:

MOP
Company A 80,000
Company B 60,000
Company C 70,000

According to the Professional Tax Regulations, employers are
required to register their employees with the Finance Services Bureau
and to “deduct at source” or withhold income tax on employees
when their salaries exceed the exemption level. Since the annual
salaries received by the individual from each of the three companies
are within the exemption limit, no part of his salary has been
withheld for tax purposes.

As stated in the Professional Tax Regulations, when an employee
receives income from more than one employer, he/she has an obligation
to file an individual return to report the following:

MOP
Income from Company A 80,000
Income from Company B 60,000
Income from Company C 70,006
Total income for the year 10,689
Less: 25% tax allowance as a standard deduction {22.500)
Assessable income 157,500

Taking into consideration the 30% tax incentives since 2013, the 2015
tax payable will be calculated as follows:

Assessable Income Tax Rate Tax MOP
144,000 Exempt Nil
13,500 7% 945
Total: 157,500 945
Less: Special tax incentive in 2015 (283.5)
(MOP 945 x 30 %) ‘

Professional tax payable for each year 662
(round up to the nearest dollar) o

95-500 © 2016 Wolters Kluwer Hong Kong Limited
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Example 5.7 shows the calculation of professional tax in a mixed

income case.

Example 5.7

An individual is a registered auditor. He is registered with the
Professional Tax Department as running a private practice from
an office located in a commercial building and employing several
assistants in providing accounting services to clients. As a professional
practitioner specified in the annexed table of the Regulations, the
individual is classified as a Group II taxpayer. In 2015, his total
income derived from the practice amounted to MOP 1,500,000 and his
net income, after deduction of all running costs, amounted to MOP
600,000.

At the sanie time, this individual has also been appointed by a limited
compary.in Macao as a non-executive director receiving an annual
remtineiation package of MOP 80,000 for which he is classified as a
Group | taxpayer. As his income does not exceed the tax threshold
oi MOP 144,000, his employer has not deducted any tax from the
(. remuneration.

In this case, the individual is both a Group I and Group II taxpayer and
the assessable income is calculated as follows:

Income: MOP
Group I — As a director of a company 80,000
Group IT — As a registered auditor 600,000
Total 680,000
Less: 25% tax allowance as a standard deduction (170,000)
(25% x MOP 680,000)

Assessable income for 2015 510,000

The taxpayer has a personal obligation to submit a M/5 form (annual
professional tax return) in January or February of 2016 to the tax
authorities with the objective of declaring his total earnings as both a
Group I and Group II taxpayer.

Accordingly, the professional tax payable is calculated as follows:
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