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Amendment of exemption threshold for analyzing individual controlled
transaction in transfer pricing report

On February 2, 2015, the Ministry of Finance (“MOF”) issued Tax Ruling No. 10304578300
to amend Tax Ruling No. 09704555160 issued on November 6, 2008, which adjusted the
exemption threshold for analyzing individual controlled transaction in the transfer pricing
report. The comparison table below summarizes the transfer pricing analysis exemption
threshold before and after the amendment.

Before Amendment After Amendment
(effective prior to and including (effective as of FY2014 corporate
FY2013 corporate tax return filed) tax return filed)
1. Controlled transactions pertaining to 1. Regardless of operating income or
operating income or operating cost operating cost items, and
items, with annual aggregate non-operating income or
transaction amount no more than non-operating cost items, the
NT$10 million; revised exemption threshold of the
. . annual aggregate transaction
2. Controlled transactions pertaining to amount is NT$10 million for the
non-operating income or same type of controlled
non-operating cost items, with transaction;
annual aggregate transaction amount
no more than NT$5 million. 2. Where the annual aggregate
transaction amount of the same
type of controlled transaction
exceeds NT$10 million, but the
transaction amount with the same
related party does not exceed
NT$5 million, no individual
controlled transaction analysis is
required.
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Draft amendment to the “Regulations Governing Assessment of
Profit-Seeking Enterprise Income Tax on Non-Arm's-Length Transfer
Pricing”

On January 7, 2015, the MOF announced the draft amendment to the “Regulations
Governing Assessment of Profit-Seeking Enterprise Income Tax on Non-Arm's-Length
Transfer Pricing” (“TP Assessment Regulations”). The table below summarizes the
proposed amendments.

Proposed Amendments

Reference

Add disclosure and transfer pricing analysis
requirements for profit-seeking enterprises involved in
“corporate restructuring”* activities in the current year;

*Refers to reallocation of functions, assets, and risks,
and adjustments to contract terms and arrangements
between related parties, instead of corporate
re-organization.

Article 9-1 of TP
Assessment Regulations

Include cases where “each participant is deemed to have
valuable and unique contribution to the controlled
transaction” as cases applicable for usage of the Profit
Split Method;

Article 19 of TP
Assessment Regulations

Include dissolution income tax return into the scope of
the TP Assessment Regulations where a company
undergoes dissolution and liquidation, discontinuance,
merger, or transfer of ownership;

Articles 21 and 22 of TP
Assessment Regulations

Amend Advance Pricing Agreement application
procedure and threshold;

Article 23 of TP
Assessment Regulations

Where profit-seeking enterprises fail to provide required
transfer pricing documentation, and the competent tax
authorities have not found relevant costs or expenses
data for the purpose of calculating taxable income, the
taxable income may be computed based on the profit
standard of the same trade.

Article 33 of TP
Assessment Regulations

PwC Observation

The primary focus of the proposed amendment is to add disclosure and transfer pricing
analysis requirements for corporate restructuring activities. Companies contemplating
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future restructuring should consider the impact of the draft amendment on the proposed
restructuring activities, and prepare relevant documentation to comply with tax
management objectives.

Considering the draft amendment does not include disclosure requirements in transfer
pricing documentation and country-by-country reporting proposed in OECD’s “Base Erosion
and Profit Shifting” (“BEPS”) action plan, it is expected that further amendments will be

made to align local transfer pricing regulations with global tax practices.

Deemed dividends realized by the parent company in a merger with its
subsidiary are excluded from the calculation of non-deductible input
VAT ratio and corresponding VAT adjustment

On January 21, 2015, the MOF issued Tax Ruling No. 10304608280, which states that in a
parent-subsidiary merger, the dissolved subsidiary’s net asset value acquired by the
surviving parent company in excess of the parent company’s contributed capital in the
dissolved subsidiary should be treated as deemed dividends, which is excluded from the
year-end calculation of tax exempt revenues, non-deductible input VAT ratio and
corresponding VAT adjustment.

As such, in a merger where the net assets of the dissolved subsidiary are acquired by the
surviving parent, any deemed dividends realized therefrom are exempted from VAT filing,
irrespective of the parent company’s shareholding percentage in the subsidiary.
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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.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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