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Introduction Of On June 5, 2015, the Legislative Yuan passed amendments to
new Real the Income Tax Act (“ITA”) and Article 6-1 of The Specifically

Property Tax
regime in Taiwan

Cy

Selected Goods and Services Tax Act (the “Luxury Tax Act”).
These amendments constitute a new “Real Property Tax”

regime in Taiwan.

Once the aforementioned amendments are officially
promulgated by the president, the amendments will take
effect starting from January 1, 2016. As a result of the
implementation of the new Real Property Tax regime, Luxury
Tax will no longer be levied on sales of land or building
starting from January 1, 2016.

A summary of the
profit-seeking ent

new Real Property Tax regime for
erprises is as follows:

Item

Description

Taxation | ®
Scope

only

Sales of any of the following after January 1, 2016
will be subject to the new Real Property Tax regime,
except where various criteria are met (please refer
to “Exclusions” section below):

» Building

» Building and land where the building is situated
thereon

» Land eligible for being granted a construction
permit.

Exclusions:

If the building or land is sold after January 1, 2016,
and meets any of the following criteria, the sale will
be subject to the current taxation regime* instead:

» Building or land was acquired prior to January
2, 2014

» Building or land was acquired on or after
January 2, 2014, but before January 1, 2016, and
has been held for over 2 years

*Note: Under the current taxation regime, income tax is

levied on the sale of building, with land being

exempt from income tax, and subject to land value
incremental tax instead.
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Item

Descriptions

Tax Base

Proceed from sale of building and land minus:

» Costs
» Expenses

» Total amount of land value increment calculated
based on the Land Tax Act, i.e. tax base of land
value incremental tax

Tax Rate

Taiwanese profit-seeking enterprises:
17% (same as current taxation regime)

Profit-seeking enterprises with foreign head-offices
located outside of Taiwan, i.e. Taiwan branch:

1) Building/land held for less than 1 year: 45%

2) Building/land held for over 1 year: 35%

Taxation
Method

Taiwanese profit-seeking enterprises:
Combined with annual corporate income tax return
filings (same as current taxation regime)

Foreign head-offices of Taiwan branches:

Tax of the foreign head-office should be calculated
separately by the Taiwan branch according to the
prescribed tax rate, and reported within the Taiwan
branch’s annual corporate income tax return

PwC Observation:

1.

Under the new Real Property Tax regime, the tax rate on
gain from sales of land and building will be much higher
for foreign head-offices of Taiwan branches than for
Taiwanese profit-seeking enterprises structured as
company limited by shares or limited companies.
Therefore foreign head-offices of Taiwan branches may
take this factor into consideration when planning future
reorganizations.

These amendments do not specify how the holding period
of land and building is determined. As such, it is unclear
whether the disposal date is determined based on the
contract signing date prescribed in the Luxury Tax Act, or
based on the title transfer date prescribed in the Income

Tax Act.

Article 24-2 of Assessment Rules for Income Tax Returns
of Profit-Seeking Enterprises (“Assessment Rules”) states
that gain on sales of immovable property should be
recognized in the year the title of the real property is




Triangular trade
can utilize 0%
VAT if certain
conditions are
met

transferred. Therefore, one can reasonably assume that
the disposal date should be the title transfer date.
Nevertheless, enterprises should monitor if future
regulations provide further guidance on this matter.

3. These amendments do not specify whether loss on sales
of land and building by foreign head-offices of Taiwan
branches may be used to offset future profit as loss carry
forwards. Enterprises should monitor if future
regulations provide further guidance on this matter.

Tax Ruling No. 09704550620 issued on October 29, 2008
stipulates that if Company A (a domestic company) accepts an
order for goods from Company B (a domestic company), with
Company A ordering the goods from an overseas supplier,
and the goods imported into Taiwan using Company B as the
importer of record, then Company A shall issue a duplicate
Government Uniform Invoice (“GUI”) to report the price
difference as commission income (please refer to below
diagram for an illustration of the transaction). The GUI
should be issued to the overseas supplier with 5% VAT.

The aforementioned tax ruling does not further elaborate
whether 0% VAT is applicable to the GUI issued by Company
A for commission income if Company B is an entity situated
in a bonded area. Consequently, the Ministry of Finance
issued Tax Ruling No. 10404516320 on May 13, 2015 to
stipulate that if the below criteria are met, Company A can
issue GUIs for commission income using 0% VAT:

1.  Company B is an entity situated in a bonded area in
Taiwan.

2.  The purchased goods are used by Company B within a
bonded area for approved business operations.

3.  Acopy of Company B’s customs declaration form is
obtained. The copy of the declaration form needs to be
stamped with Company B’s GUI stamp bearing the
statement “These imported goods are for business
operation purposes as stipulated in Item 4 of Article 7 of
the Business Tax Act and Paragraph 2 of Article 7-1 of
the Enforcement Rules of the Business Tax 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 June 2015 and were based on the law enforceable and information
available as of June 23, 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.
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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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