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Out with the old, in with the new. A number of important measures were
inaugurated at the first of the year, including the second-generation national
health insurance system and reimposition of the capital gains tax on stock
investment. The impact of these changes spread over the financial system and

general consumption.

Inauguration of second-generation NHI

The second-generation national health insurance system was inaugurated
on January 1. The general health insurance premium has been lowered
to 4.91%, but about 13% of the population will now have a supplementary

premium of 2% deducted from their non-salary income.

This supplementary premium is imposed on income from part-time
job, professional practice, rent, dividend, interest, and bonus. The 2%
supplementary premium will be collected on such income when single income
payments exceed NT$5,000. For bonus payments that exceed four times
the recipient's health-insurance insured salary for the current month, the 2%
additional premium will be collected whatever the amount of the bonus. The
Department of Health estimates that this additional imposition will boost total
premium income for the national health insurance system by about NT$20

billion.

Toward paperless tax certification

Starting this year, issuers of tax statements who obtain the prior approval
of taxpayers possessing national ID card numbers and residency in the ROC
need no longer fill out paper statements as required by the Income Tax Act,

but may submit the statements as electronic files via electronic transmission.
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This will simplify administrative procedures and realize the “energy-
conservation, paper-reduction” policy. The Ministry of Finance also carrys out
the full implementation of e-invoicing this year, and estimates that the number

of e-invoices issued in 2013 will reach 3.5 billion.

Reduced mobile communications fees

The National Communications Commission (NCC) has announced an
annual reduction in mobile access charges, starting in 2013. On January 1 the
fee was cut from NT$2.15 to NT$1.84 per minute, a reduction of 14.4%, and

reductions in retail prices will follow.

Based on international trends and domestic fixed network access
charges, the NCC feels that there is space for a reduction in mobile access
fees. The reduction will take place in four annual steps, bringing the final per-
minute fee down to NT$1.15 in 2016.

As a result of this year's reduction in mobile access charges, the
connection charge is expected to drop by an average of around 10% for

monthly-rental phones and more than 20% for prepaid-card phones.

Vehicle licenses no longer need be renewed

Starting on January 1 this year, ordinary automobile and motorcycle
licenses no longer have to be renewed. The Directorate General of Highways

estimates that this will save Taiwan's people nearly NT$1.1 billion a year.

Past regulations required licenses to be renewed every three years for
private automobiles and every two years for motorcycles. About 1.8 million

auto licenses and 4 million motorcycle licenses had to be renewed each year.



The Directorate General indicates that in the future, paper vehicle

licenses will be used only when a change of vehicle registration is carried out.

Institution of capital gains tax on securities transactions

A tax on capital gains from securities transactions goes into effect
this year, at an alternative minimum tax rate of 12% for domestic juridical
persons— up 2 percentage points from the previous rate of 10%. The tax rate
will be halved for securities that have been held for three years or longer, and
losses on transactions may be deducted from income for the current year or

the ensuing five years.

The tax on domestic natural persons will be implemented in two stages.
During the first stage, 2013-2014, a dual reporting system with “imputed
income” and “actual income” options will be adopted; starting in 2015, a

uniform system using actual income will be applied.

People who reside in Taiwan for less than 183 days within the year will
use the separate taxation system and pay a 15% tax. The tax will be halved
for those who hold securities one year or longer, and further halved on gains

from IPO stocks held for more than three years.

New system implemented for GreTai Securities Market

Under a new system for the trading of emerging stocks that was
implemented on January 7, the mechanism of "the best quotation has priority
to trade" will be adopted, outside negotiated transactions with a value of at
least NT$5 million will be eased, and minimum quotation unit will be set by

price bracket.

Taiwan Economic Forum

2013 /01

91



92

SR RS

2013 /01

GreTai officials indicate that investors' orders will be automatically
distributed by the GreTai computer system to the recommending broker
with the best offer in the market at the current time, with the best offer being
the transaction price. The computer system will provide real-time automatic

matching, negating the need for the recommending broker to do it manually.

At the same time, investors are assured that their transactions will be
completed at prices equal to or better than their order price. All these new

features are expected to enhance the performance of emerging stock trading.

Overhauled Patent Act will encourage innovation

Taiwan's overhauled Patent Act, which is being implemented this year,
eliminates the time limit on applications for revision by patent applicants,
relaxes the conditions for the extension of patent rights, and stipulates that
formal examination can be used for utility model patents. These changes will

encourage innovation and R&D.

In the past, when patent applicants wanted to submit changes to the
content of their patents, they had to do so within 15 months of the date of
application for invention patents and two months for utility model patents.
Applications for extension of the term of pharmaceutical and agricultural
chemical patents required at least two years from the publication of the patent

to the issuance of regulatory approval.

The revised Act eliminates these time limits. Another key change in the

revised Act concerns

compulsory licensing. An applicant is no longer allowed to use “failure to
reach agreement” as a reason for compulsory licensing. Compulsory licensing
can now be used only “non-commercially for the enhancement of public

interest,” or for reinventions.



To simplify patent application procedures for companies, when the
inventor and the applicant are not the same person it is no longer necessary to

attach right-to-apply documentation.

Financial statements of listed companies must comply
with IFRSs

The International Financial Reporting Standards (IFRSs) are being
implemented in Taiwan in two stages. In the first stage, starting this year,
companies listed on the Taiwan Stock Exchange, GreTai Securities Market,
and Emerging Stock Market, and financial institutions under the jurisdiction
of the Financial Supervisory Commission (not including credit cooperatives,
credit-card companies, and insurance brokers and agents), are required to

directly adopt IFRSs in producing their financial reports.

Companies that are not listed on the stock markets, credit cooperatives,
credit-card firms, etc. will have to follow IFRSs in compiling their financial

reports beginning in 2015.

Increase in the basic wage

Beginning on January 1 this year, the minimum hourly wage has been
raised from NT$103 to NT$109. The Council of Labor Affairs estimates that

300,000 workers island-wide will benefit from this change.

The minimum monthly wage will also be increased, from NT$18,780 to
NT$19,047, once Taiwan's GDP grows by more than 3% for two quarters
in a row or unemployment drops below 4% for two months running. This
hike, therefore, will be implemented only when there is overall economic

improvement. @
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