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Entities selling
business tax
exempt goods or
services may
switch to taxable
status
retroactively if
certain
conditions are
met

Head offices and
underlying
branches should
issue GUIs
separately for
goods or services
actually sold

i

According to Article 8 of the Business Tax Act, any business
entity selling VAT exempt goods or services (e.g. business
entity selling unprocessed agricultural products) has to apply
to the Ministry of Finance (“MOF”) to waive such exemption
and compute its business tax before it can issue Government
Uniform Invoices (“GUI”) bearing 5% VAT to the purchasers.
However, on May 7, 2015, the MOF announced Tax Ruling No.
10304633410 to further elaborate that where the aforesaid
entity has never obtained pre-approval to waive its VAT
exemption status, but has already issued GUIs bearing 5%
VAT and reported the taxable sales amount in VAT returns,
on the premise that no business tax evasion is involved, the
entity may be approved to waive its VAT exemption status
based on guidance received from the competent authority
after submitting the required application documents to waive
the VAT exemption status. Once an approval is obtained, such
waiver may be applied retroactively to the period when the
GUIs bearing 5% VAT was first reported. Nevertheless, no
changes to taxable status may be made within three years
once VAT exemption status is changed to taxable status and
approved by the MOF.

According to the recently issued newsletter by the tax
authority, a head office and its underlying branches are
regarded as different business entities, and each entity is
obliged to issue GUIs separately to the purchasers for goods
or services actually sold; otherwise, penalty will be imposed
accordingly.

An example is provided as follows:

Scenario Penalty
Company A is an entity | v/ Branch C will be imposed penalties for
running franchise underreporting VAT, or failing to
shops that sells drinks, provide GUIs to purchasers, whichever

and has set up a
branch, Branch B. To
expand its business,
Company A established
a new branch, Branch C
recently. Due to Branch

is higher.

—Penalties for tax evasion: Pursuant to
Article 51 of the Business Tax Act, the
taxpayer shall be fined no more than
five times the amount of taxes
under-reported.

C being unable to —Penalties for failing to provide proper
timely complete its GUIs to purchasers: As Branch C
business registration, failed to provide GUIs issued in its
Branch Cissued GUIs own name to customers, a fine

in Branch B’s name equivalent to 5% of the total sales
when selling drinks to amount should be imposed in
customers. accordance with Article 44 of the Tax

Collection Act.
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The information contained in this publication is of a general nature only. It is not meant to be comprehensive and does not constitute
legal or tax advice. PricewaterhouseCoopers (“PwC”) has no obligation to update the information as law and practice change. The
application and impact of laws can vary widely based on the specific facts involved. Before taking any action, please ensure that you
obtain advice specific to your circumstances from your usual PwC client service team or your other tax advisers.

The materials contained in this publication were assembled in February 2015 and were based on the law enforceable and information
available as of February 25, 2015. In the event of any discrepancy between the English information contained in this newsletter and
the original Chinese version of the laws or rulings announced by the government or any difference in the interpretation of the two
versions, the Chinese version announced by the government shall prevail.

©2015 PricewaterhouseCoopers Taiwan. All rights reserved. PwC refers to the Taiwan member firm, and may sometimes refer to the
PwC network. Each member firm is a separate legal entity. Please see www.pwc.tw for further details. This content is for general
information purposes only, and should not be used as a substitute for consultation with professional advisors.

2 PwC Taiwan


mailto:Elaine.Hsieh@tw.pwc.com

Newsletter - Tatwan Tax Update

|
Appendix

HIcsE: PEERBliogF5H7H &M 7 51030463341055 %
W . BEAWNERREYESS BT — B I R R

E OB BREAMERMEYEEH IR AR ] A BB SRR
SR IR BN R, HORAEIERL. RS B LA SRR R B
o WK EEEEAE RS, CHRABCE AR RS K [ ERNHEHK
FE3E e B S B R R | 3, 19 HE B B 46 35 65 e At P el 95 5 HH
PR BH B B B TR YRR B s, (BRMEIR 3R N SRR

PwC Taiwan



