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Introduction
Taiwan’s vibrant economy, dynamic business environment, and growing international
engagement make it a fascinating place to live, work, and invest. However, behind the
scenes of business transactions and employment contracts, taxes are a constant,
intricate reality. For both individuals and businesses, understanding the nuances of
the Taiwanese tax system is not merely an academic exercise—it is a necessity for
legal compliance, effective financial planning, and successful operation within the
country.

The Taiwanese tax system is complex and multi-layered. Administered primarily by
the Ministry of Finance, it encompasses a range of taxes: from individual and
corporate income tax to value added tax (VAT), property and land taxes, and estate
and gift taxes. This book presents a comprehensive, accessible guide to these various
forms of taxation, demystifying the laws, regulations, and typical processes that
govern fiscal obligations in Taiwan.

Taxes in Taiwan are levied at both the national and local levels, and they influence
almost every financial transaction—whether you are earning a salary, running a
business, purchasing real estate, or planning your estate. The rules differ based on
residence status, the nature of the taxpayer, and the type and source of income. For
example, non-residents and residents face disparate rates and deduction entitlements;
similarly, corporate entities are subject to a different set of filing rules and incentives
than private individuals.

Moreover, Taiwan’s system incorporates multiple layers of compliance, such as the
Alternative Minimum Tax (AMT), special tax treatment for digital service providers,
distinct provisions for foreigners and expatriates, and a progressive approach to both
income and property taxation. Cross-border transactions and international
assignments add further complexity, requiring careful navigation of local rules in light
of global financial considerations.

At the same time, Taiwan offers a variety of tax benefits and incentives aimed at
encouraging investment, fostering talent, and promoting economic vitality.
Understanding which deductions, credits, and exemptions apply to your
situation—whether you are a business seeking to leverage R&D credits or an individual
considering the impact of property sales or inheritance—can have a significant impact
on your bottom line.

Whether you are an expatriate relocating to Taiwan, a business owner establishing
operations, a professional seeking clarity on income tax filings, or simply a resident
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wanting to make sense of your annual tax return, this guide aims to provide practical,
reliable information. Through detailed explanations, practical examples, and a chapter-
by-chapter approach, you will gain the essential knowledge needed to comply with the
law and optimize your tax position within the framework of the Taiwanese system.
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CHAPTER ONE: The Structure and Oversight of
Taiwan’s Tax System
Embarking on a journey through any nation's tax system can feel like navigating a
complex maze, and Taiwan is no exception. Yet, understanding the fundamental
architecture – who is in charge, what levels of government are involved, and the basic
legal framework – is the essential first step. Think of it as getting your bearings before
you start exploring the individual streets and buildings. In Taiwan, the Ministry of
Finance (MOF) sits at the apex of this structure, serving as the central authority
responsible for shaping tax policy and overseeing its implementation across the
country.

The Ministry of Finance is an organ of the Executive Yuan, which is effectively Taiwan's
cabinet. This places the MOF squarely within the executive branch of the government,
tasked with the critical job of managing the nation's finances, with taxation being a
cornerstone of that responsibility. The MOF doesn't handle every single interaction
with taxpayers directly; instead, it operates through a network of subordinate
agencies that carry out the day-to-day tasks of tax collection and administration.

At the national level, several key entities operate under the MOF's umbrella. The
Taxation Administration (also sometimes referred to as the Taxation Agency) plays a
crucial role in drafting tax regulations, developing collection policies, and supervising
the overall administration of national taxes. It acts as the central planning and
oversight body, ensuring consistency and adherence to the laws passed by the
Legislative Yuan.

The actual collection and enforcement of national taxes are primarily handled by the
National Taxation Bureaux. These bureaux are regional bodies, each responsible for a
specific geographical area within Taiwan. There are currently five such bureaux:
Taipei, Kaohsiung, Northern Area, Central Area, and Southern Area. These are the
offices taxpayers interact with when filing national income tax returns or dealing with
audits related to national taxes.

While national taxes form the bulk of the government's revenue, local governments in
Taiwan also have their own taxing authority. These local taxes are administered and
collected by Revenue Service Offices established by individual municipalities,
counties, and cities. This creates a two-tiered system, where taxpayers may need to
interact with both a National Taxation Bureau and a local Revenue Service Office
depending on the type of tax involved.
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The distinction between national and local taxes is defined by law, specifically the Law
Governing the Allocation of Government Revenue and Expenditures. This legislation
clarifies which level of government has the right to levy and collect specific taxes.
National taxes include major categories like income tax (both individual and
corporate), value added tax (VAT), estate and gift tax, commodity tax, securities
transaction tax, and customs duties, among others.

Local taxes, on the other hand, tend to focus on property-related matters and specific
local activities. These typically include land value tax, land value increment tax, house
tax, vehicle license tax, deed tax, and amusement tax. Understanding this division is
important because it dictates which tax authority you will need to deal with for
different types of taxes.

The legal foundation of Taiwan's tax system is not a single, monolithic tax code like
that found in some other countries. Instead, it is built upon a series of individual tax
laws and related regulations, each pertaining to a specific type of tax. For instance,
the Income Tax Act is the primary law governing individual and corporate income
taxes, while the Value-Added and Non-Value-Added Business Tax Act covers VAT and
other business taxes.

Overlaying these specific tax laws is the Tax Collection Act. This act serves as a
unifying procedural law that governs the general principles of tax collection,
assessment, and enforcement across all types of taxes. It sets out common rules
regarding matters such as tax audits, penalties for non-compliance, and the statute of
limitations, providing a framework for the fair and consistent application of tax laws.

The Legislative Yuan, Taiwan's unicameral parliament, plays a crucial role in the tax
system by enacting and amending these tax laws. Tax policy is subject to legislative
process, meaning changes to tax rates, exemptions, and regulations require
parliamentary approval. This ensures that the tax system is accountable to the public
through their elected representatives.

The history of tax administration in Taiwan reflects the country's development. In the
early days, tax collection responsibilities were sometimes intertwined between central
and local governments, and even provincial authorities played a significant role.
However, reforms over time have led to a clearer division of responsibilities,
particularly with the establishment of the national tax bureaux in the 1990s,
consolidating the collection of major national taxes under the direct purview of the
Ministry of Finance. This move aimed to enhance efficiency and consistency in tax
administration.

The Ministry of Finance's responsibilities extend beyond just collection. It is also
involved in international tax affairs, including the negotiation and signing of tax
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agreements with other countries to avoid double taxation. This is an increasingly
important aspect in a globalized economy, facilitating cross-border trade and
investment by providing clarity and relief from potential double taxation for individuals
and businesses operating internationally.

Moreover, the MOF is tasked with promoting tax-related education and public
awareness campaigns. Understanding tax obligations can be challenging for anyone,
and the authorities recognize the importance of providing resources and information
to help taxpayers comply with the law. This includes developing user-friendly
platforms and providing guidance through various channels.

The administration of taxes also involves auditing and enforcement to ensure
compliance. The National Taxation Bureaux are responsible for auditing tax returns
and investigating cases of potential tax evasion. The legal framework, including the
Tax Collection Act, provides the authorities with the powers necessary to conduct
audits and impose penalties for non-compliance, ranging from fines to, in more serious
cases, imprisonment.

The overall objective of this structured system is to provide a stable and reliable
source of revenue for the government to fund public services, infrastructure, and
social programs. Taxation is also used as a tool for implementing economic policy,
such as providing incentives for specific industries or encouraging certain types of
investment.

While the system is designed to be comprehensive, tax administration in any country
presents challenges. Balancing the need for efficient collection with taxpayer
convenience and fairness is an ongoing effort. Taiwan's tax authorities have been
increasingly focusing on leveraging technology to streamline processes, such as
electronic filing and online services, to make compliance easier for taxpayers.

The legal framework is also subject to periodic review and amendment to adapt to
changes in the economy, international tax trends, and societal needs. Recent
amendments have focused on areas like extending the statute of limitations for tax
refunds and increasing penalties for tax evasion, reflecting an ongoing commitment to
strengthening the integrity of the tax system.

The operational structure of the National Taxation Bureaux includes various divisions
responsible for different aspects of tax administration, such as income tax,
consumption tax (VAT), property tax, and audit. This specialization allows for expertise
to be developed in specific areas of taxation, contributing to more effective and
efficient administration.

Taxpayers in Taiwan interact with these bureaux and local offices through various
means, including visiting physical offices, corresponding by mail, and increasingly,
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utilizing online platforms. The eTax portal, managed by the Ministry of Finance, serves
as a central hub for electronic filing and accessing tax-related information and
services.

The administrative process typically begins with taxpayers fulfilling their filing
obligations within the stipulated deadlines. The tax authorities then review these
filings, assess the tax liability, and initiate collection procedures. In cases of
discrepancies or potential non-compliance, audits may be conducted, which can lead
to further assessment or penalties.

Disputes regarding tax assessments can arise, and the Taiwanese system provides
avenues for taxpayers to seek recourse. This typically involves filing objections with
the tax authorities, which may lead to administrative appeals. While the specifics of
tax disputes are detailed in the Tax Collection Act, the initial interaction usually occurs
with the relevant National Taxation Bureau or local Revenue Service Office.

The system aims for transparency, with laws and regulations publicly available.
Explanatory decrees and rulings are also issued by the Ministry of Finance and its
subordinate agencies to provide guidance on the interpretation and application of tax
laws. This helps taxpayers understand their obligations and ensures a degree of
predictability in tax matters.

The collaborative effort between the Ministry of Finance, the Taxation Administration,
the National Taxation Bureaux, and local Revenue Service Offices forms the backbone
of tax administration in Taiwan. Each layer plays a specific role, from policy
formulation and legislative interpretation to regional collection and local tax
management. This multi-tiered structure, governed by a set of interconnected laws, is
what constitutes the formal framework through which taxes are levied and collected
across the country.

Sample from MixCache.com - The Online eBook Marketplace



SHARING STRICTLY PROHIBITED - For personal use of the licensed account only - See MixCache.com Terms of Use.

SA
MPL

E 
CO

PY

This is a sample preview. Purchase the book to read the full content.

Visit MixCache.com to purchase the complete book.

Powered by TCPDF (www.tcpdf.org)

Sample from MixCache.com - The Online eBook Marketplace

http://www.tcpdf.org

