
Taiwan’s Executive Yuan has proposed to pass draft amendments (the Draft) 
to the Statute for Industrial Innovation in an effort to improve the industry 
developments, attract foreign investments, and reduce the tax burdens for 
companies operating in Taiwan. The Draft will be submitted to the Legislative 
Yuan for further review. The proposal will benefit domestic entities with foreign 
parents as well as foreign companies with Taiwan operations as they may be 
conditionally exempt from an additional 5% corporate income tax generally 
referred to as a retained earning tax. Under the current law, if the retained 
earnings of the current year are not distributed by a Taiwanese company in the 
subsequent fiscal year, an additional 5% retained earnings tax is imposed on the 
undistributed retained earnings.

To promote industry developments and reduce the tax burdens for companies 
operating in Taiwan, the Draft proposes to exempt the 5% retained earnings 
tax when a Taiwanese company makes substantial investment of its retained 
earnings.

Although the term “substantial investment” is not yet defined, the Draft appears 
to target on certain categories/activities, such as factory and other construction 
activities, transportation facilities, machinery and equipment, intellectual 
property and research and development activities. An exemption appears to 
be through a refund mechanism by paying the 5% tax, followed by a refund 
application with supporting documents to prove the substantial investment made.

15 March 2019

Global Tax Alert

Taiwan proposes 
refund of 5% 
corporate income 
tax for substantial 
investment

NEW! EY Tax News Update: 
Global Edition
EY’s new Tax News Update: Global 
Edition is a free, personalized email 
subscription service that allows 
you to receive EY Global Tax Alerts, 
newsletters, events, and thought 
leadership published across all areas 
of tax. Access more information 
about the tool and registration here.

Also available is our EY Global Tax 
Alert Library on ey.com.

https://www.ey.com/gl/en/services/tax/sign-up-for-ey-tax-news-update-global-edition
http://www.ey.com/gl/en/services/tax/international-tax/tax-alert-library
http://www.ey.com/gl/en/services/tax/international-tax/tax-alert-library


2 Global Tax Alert 

For additional information with respect to this Alert, please contact the following:

Ernst & Young (Taiwan), Taipei
•	 Yishian Lin	 yishian.lin@tw.ey.com
•	 Sophie Chou	 sophie.chou@tw.ey.com
•	 Anna Tsai	 anna.tsai@tw.ey.com
•	 ChienHua Yang	 chienhua.yang@tw.ey.com
•	 Jeremy Feng	 jeremy.feng@tw.ey.com

Ernst & Young LLP, Asia Pacific Business Group, New York
•	 Chris Finnerty	 chris.finnerty1@ey.com
•	 Kaz Parsch	 kazuyo.parsch@ey.com
•	 Bee-Khun Yap	 bee-khun.yap@ey.com



EY | Assurance | Tax | Transactions | Advisory

About EY
EY is a global leader in assurance, tax, transaction 
and advisory services. The insights and quality 
services we deliver help build trust and confidence 
in the capital markets and in economies the world 
over. We develop outstanding leaders who team to 
deliver on our promises to all of our stakeholders. 
In so doing, we play a critical role in building a better 
working world for our people, for our clients and for 
our communities.

EY refers to the global organization, and may refer to 
one or more, of the member firms of Ernst & Young 
Global Limited, each of which is a separate legal entity. 
Ernst & Young Global Limited, a UK company limited 
by guarantee, does not provide services to clients. 
For more information about our organization, please 
visit ey.com. 

© 2019 EYGM Limited. 
All Rights Reserved.

EYG no. 000821-19Gbl

1508-1600216 NY 
ED None

This material has been prepared for general informational 
purposes only and is not intended to be relied upon as 
accounting, tax, or other professional advice. Please refer 
to your advisors for specific advice.

ey.com


