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Ministry of Finance issued a Tax Ruling to clarify tax
deductibility of pension expense due to appropriation of labor
pension reserve fund according to Article 56 of the amended
Labor Standards Act

According to Paragraph 2 of Article 56 of the Labor Standards Act (“LSA”) amended on
February 4, 2015, profit-seeking enterprises shall assess the balance in the designated labor
pension reserve fund account before the end of each year. If the amount is insufficient to pay
pension liability due to employees who become eligible for retirement in the subsequent year
according to Article 53 or subparagraph 1 of Paragraph 1 of Article 54 of the LSA, the employer
is required to make up the difference in one lump-sum amount before the end of March of the
following year.

Since the one-time appropriation required by the amended LSA may result in pension expense
exceeding the 15% tax deductible limit prescribed in Article 33 of the Income Tax Act, the
Ministry of Finance issued Tax Ruling No. 10400608350 on November 10, 2015 to clarify that
the appropriation to labor pension reserve fund in accordance with the amended LSA can be
fully tax deductible in the same year without taking into consideration the 15% tax limit.
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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 November 2015 and were based on the law enforceable and
information available as of October 31, 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.pwec.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.
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