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TAX AUTHORITY 
National Tax Administration for Taipei city 
and Kaohsiung city and for different 
geographic jurisdictions (including Northern, 
Central and Southern). 
 
TAX LAW 
Income Tax Law, article 43-1, Taiwan, 
Republic of China. 
 
REGULATIONS & RULINGS 
Examining Guidelines Governing 
Assessment of Profit Seeking Enterprise 
Income Tax, article 114-1. Regulations 
Governing of Assessment Rules for Non-
Arm's-Length Transfer Pricing of Profit-
Seeking Enterprises Income Tax on Non-
Arm's-Length Transfer Pricing. 
 
INTERPRETATION OF ARM’S LENGTH PRINCIPLE 
(ALP) 
Regulations Governing of Assessment 
Rules for Non-Arm's-Length Transfer Pricing 
of Profit-Seeking Enterprises Income Tax on 
Non-Arm's-Length Transfer Pricing, Chapter 
II. 
Arm’s length principle (ALP): 
-Comparability 
-Use of most appropriate pricing methods 
-Evaluation of separate and combined 
transactions 
-Use of current year or multiple year data 
-Use of arm’s length ranges 
-Analysis of the cause of loss 
-Separate evaluation on transactions being 
offset. 
 
PRICING METHODS PRIORITY 
Comparable uncontrolled price (CUP); 
comparable uncontrolled transaction (CUT); 
comparable profits (CPM); resale price 
(RPM); cost plus (CP); profit split (PSM). 
 
Applicable for different types of transaction: 
 
-Tangible Asset Transfer: Comparable 
uncontrolled price (CUP); resale price  

  
(RPM); cost plus (CP); comparable profits 
(CPM); profit split (PSM). 
-Intangible Asset Transfer and Utilisation: 
Comparable uncontrolled transaction (CUT); 
comparable profits (CPM); profit split (PSM). 
-Service provision: Comparable uncontrolled 
price (CUP); cost plus (CP); comparable 
profits (CPM); profit split (PSM). 
-Financing: Comparable uncontrolled price 
(CUP); cost plus (CP). 
 
TRANSFER PRICING PENALTIES 
A taxpayer is subject to a penalty of at most 
300% of the assessed income tax payable if 
the taxpayer did not file the required 
disclosure. 
 
Under a premise that a taxpayer has fulfilled 
the filing obligation, the taxpayer is subject to 
a penalty of at most 200% of the under-
statement of income tax liability in either of the 
following: 
 
-Filed prices of the controlled transactions are 
more than two times or are less than one half 
of the arm’s length transaction prices 
assessed by the tax authorities. 
-The increased taxable income resulting from 
the tax authority’s adjustment is more than 
10% of the total assessed taxable income, 
and is more than 3% of the assessed net 
operating income. 
-A taxpayer fails to submit a transfer pricing 
report and related documents upon the tax 
authorities’ request during examination. 
 
When an adjustment to a taxpayer's return 
becomes certain, the tax authorities should 
make corresponding adjustments to the 
returns of transaction counter-parties (the 
associated enterprises) within Taiwan. Tax 
treaties are complied with if the associated 
enterprises locate in other jurisdictions. 
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REDUCTION IN PENALTIES 
A general rule stipulated by Section 48-1 of 
the Tax Collection Act is applied to all the 
tax-related penalties. Where a taxpayer 
voluntarily files and makes payment 
covering the tax amount which the taxpayer 
should but did not file, as long as it is neither 
a case brought about by an impeachment, 
nor a case under investigation by  
authorities, the taxpayer is exempt from the 
punishment imposed under various tax acts 
and regulations governing tax evasion, and 
is exempt from any criminal liability if a 
criminal act is involved. In addition to the 
amount of supplementary tax paid, the 
taxpayer shall pay the interest accrued at 
the proscribed interest rate for the delay 
period. 
 
DOCUMENTATION REQUIREMENTS 
A transfer pricing report and related 
documents should be prepared. Though it is 
not filed with a return, it should be provided 
upon request from the tax authorities during 
examination. Those taxpayers who do not 
reach the requirement thresholds proscribed 
in 'Safe Harbour Protocols' are exempt from 
preparing a transfer pricing report. 
Disclosure requirements for related parities 
information, controlled transactions and 
adjustments are applied to all the profit-
seeking enterprises in return filings, except 
for those taxpayers who do not reach the 
requirement thresholds proscribed in 'Safe 
Harbour Protocols'. 
 
Required documents include: 
-Group overview 
-Organisation structure/ ownership linkage 
within the group 
-Summary and detail descriptions of 
controlled transactions  
-Transfer pricing report, which should 
comprise the following: 
-Analysis of economy and industry 
-Analysis of the functions and risks of the 
associated enterprises of the controlled 
transactions 
 
 
 

 
 
-Results of applying the arm’s length principle 
(ALP)-Description of the selected comparable 
transactions 
-Analysis of the comparability 
-Selection of most appropriate pricing method 
transactions 
-Results of applying the arm’s length principle 
(ALP) 
-Description of the selected comparable 
transactions 
-Analysis of the comparability 
-Selection of the most appropriate pricing 
method and the reason for selection 
-Reasons for rejecting other pricing methods 
-Pricing policies and related information of the 
associated enterprises of controlled 
transactions 
-Description of the adjustments applied to 
achieve comparability 
-Description of the evaluation, the arm’s length 
range and conclusion 
-Adjustments (compensating adjustments) 
made in accordance with the evaluation. 
 
DEADLINE TO PREPARE AND SUBMIT 
DOCUMENTATION 
The tax authorities may issue notice to a 
taxpayer for the submission of a transfer 
pricing report and related documents for 
examination. The report and related 
documents are required to be ready upon 
return filing and should be submitted within 
one month of receiving the notice. Application 
for an extension of submission is allowed for a 
maximum of one month. 
 
RETURN DISCLOSURE RELATED PARTY DISCLOSURE 
Disclosure requirements for related parties' 
information, controlled transactions and 
compensating adjustments are applied to all 
the profit-seeking enterprises in return filings 
except for those taxpayers who do not reach 
the requirement thresholds proscribed in 'Safe 
Harbour Protocols'. 
 
STATUTE OF LIMITATIONS 
Five years for returns to be filed but when 
taxpayers have not been accused of tax 
evasion; seven years for returns that have not 
been filed within the proscribed time limit, or  
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where taxpayers have been accused of tax 
evasion by the tax authorities during 
examinations. 
 
ADVANCE PRICING AGREEMENTS (APAS) 
APAs are permitted between taxpayers and 
the Taiwan Tax Authorities. Taxpayers 
applying for an APA must meet these 
requirements: 
-The amount for the transactions applied for 
APAs should be over NT$ 1,000 million 
(approximates USD 33 million) in total, or its 
yearly transaction amount should be over 
NT$ 500 million (approximates USD 17 
million) 
-The applicant has not committed significant 
tax avoidance and tax evasion for the past 
three years 
-The applicant has prepared the required 
documents for applications 
-Applications should be submitted before 
the end of the accounting period in which 
the applicable transaction commences. 
 
The review of applications must be 
completed within one year. If it is necessary, 
under special circumstances, the tax 
authority can notice the applicants, before 
the expiry, of an extension for a maximum of 
six months. The tax authority can make a 
second extension for another six months. 
 
APAs are effective for the shorter 
transaction duration or five years since the 
year of application (the year in which the 
applicable transaction commences). 
Taxpayers should keep records and file an 
annual report with the tax authorities every 
year within the effective period of APAs, 
demonstrating compliance with the terms 
and that critical assumptions remain 
relevant. 
 
Taxpayers should inform the tax authorities 
within one month from the occurrence of 
changes (e.g., participants of the controlled  

 
 
 
 
transactions become non-related; transaction 
prices are re-negotiated; significant changes 
in the facts influence the outcomes of the 
controlled transactions) during the effective 
APAs period. 
 
Taxpayers can submit an application, before 
the expiry of APAs, for an extension of the 
effective period for no more than five years 
under a situation that critical assumptions and 
business environment kept unchanged. 
 
An APA can be revoked provided that 
misrepresentations, mistakes or omissions are 
attributable to the neglect, carelessness or 
wilful default of the applicants. 
 
The effect of revocation is retroactively traced 
back to its commencement. 
 
BURDEN OF PROOF 
The transfer pricing report documenting the 
necessary information supporting the filed 
amount is in compliance with arm’s length 
principle (ALP). The tax authorities assess the 
income tax returns based on the filed and 
submitted documents. Where taxpayers fail to 
submit required documents, the tax authorities 
have the right to assess the returns based on 
other available information, or based on profit 
standard of the same trade of business if there 
is no available taxation data. Taxpayers can 
go through remedial procedures if they 
disagree with the results of assessments. 
Remedial procedure includes a re-
examination, an administrative appeal and two 
administrative litigations. Taxpayers should 
submit reasonable arguments or evidence 
supporting their positions during the 
procedures. 
 
PRINCIPAL DIFFERENCES WITH OECD GUIDELINES 
Taiwan guidelines do not have stipulations in 
respect of issues involving other jurisdictions, 
such as: 
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-Mutual Agreement Procedure with the tax 
administrations of other jurisdictions 
-Bilateral or Multilateral APAs with the  
competent tax authorities of other 
jurisdictions 
-Simultaneous Tax Examination. 
 

 
CONTACT FOR TAIWAN: 
UHY L&C Company, CPAs 
Lawrence Lin 

  
 
 
 
 
There is a general rule that the above issues 
are governed by tax treaties agreed with other 
jurisdictions. Except for the above, Taiwan 
guidelines in general follow the OECD 
Guidelines. 
 
 
 
lawrencelin@uhy-taiwan.com.tw 
+886 2 2391 5555 
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