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Anti-tax avoidance CFC and PEM rules passed third 
reading by Legislative Yuan 

On July 12, 2016, the Legislative Yuan passed the third reading of the anti-tax 
avoidance rules, which include amendments (i.e. Article 43-3 and Article 43-4) to the 
Income Tax Act incorporating Controlled Foreign Company (“CFC”) and Place of 
Effective Management (“PEM”) rules in response to the international anti-tax 
avoidance trend. 

According to the legislative intent, the CFC and PEM rules, in principle, will not be 
put into force immediately, but will wait until the China-Taiwan Cross-Strait Tax 
Agreement is effectuated, the OECD’s Common Reporting and Due Diligence 
Standard (“CRS”) for the automatic exchange of information of financial accounts is 
widely implemented internationally, and the relevant bylaws of the CFC and PEM 
rules have been adequately enacted and properly advocated. The date of 
implementation will be determined by the Executive Yuan and is expected to be in 
2018 at the earliest. 

Detailed introduction of the CFC and PEM rules can be found in the “Anti-Tax 
Avoidance Legislation Handbook” published by PwC Taiwan. The electronic copy can 
be downloaded via the link below: 

http://www.pwc.tw/zh/publications/publ-feature-tax/cfc-and-pem.html 

Double Taxation Agreement between Taiwan and Japan 
comes into effect 

Agreement between the Association of East Asian Relations and the Interchange 
Association for the Avoidance of Double Taxation and the Prevention of Fiscal 
Evasion with Respect to Taxes on Income (“Double Taxation Agreement between 
Taiwan and Japan”) has come into effect on June 13, 2016, and will become 
applicable from January 1, 2017 onwards. 

Please refer to December 2015 Taiwan Tax Update for details of the Double Taxation 
Agreement between Taiwan and Japan. 

  

http://www.pwc.tw/zh/publications/publ-feature-tax/cfc-and-pem.html
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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 July 2016 and were based on the law enforceable and 
information available as of July 15, 2016. 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.  
© 2016 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. 
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