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Taxation on Property Transactions Based on Actual
Selling Prices: An Analysis of Combined Taxes on
Land and Building

Meei-Shiun Du, Chong-Fu Guo, and I-Tien Yu

Senior Executive Officer, Officer, Officer.
Economic Development Department, NDC

Abstract

The voice of the imposition of taxes on transactions of real property based on
actual selling prices has been getting more powerful because, in recent years, domestic
housing prices remain high but real estate transaction taxes are on the low side. To give
an insight into this issue, this article explores the present status of property taxes and their
problems, the summary of property tax systems of other countries that can be used for
reference, and suggestions applicable to the current policy in Taiwan, which include:

1. The initiative of taxes on property transactions on the basis of actual selling prices
should to be implemented step by step. The overall tax system needs to be compatible
with the system of actual price registration, so the current taxation problem can be
solved, the housing market can be strengthened, and the taxation can be fairer.
However, since such tax reform might have a huge impact on the existing property
taxation system, it is necessary to establish an ad hoc committee to deal with the
related issues that might appear afterwards.

2. Suggestions for imposing property transaction taxes on the basis of actual selling
prices are:

(1) Local tax authorities should be given the right to decide their tax-free thresholds in
order to prevent property speculation, especially in low-priced property;

(2) Provide reasonable tax incentives to encourage transactions to be done by long-
term and self-occupied property holders;

(3) Set different tax rates based on the number of houses a person owns; also, high tax
rates should be imposed on short-term property transactions;

(4) Aggravate the penalty if any speculation in tax-exempt property is found;

(5) Impose additional transaction tax if the property is purchased by non-residents.

3. For the purpose of maintaining a fair tax system and improving the financial situations
of local governments, the imposition of the combined tax on land and buildings should
be a reasonable measure. Meanwhile, some laws related to property transfer (e.g.
transaction, property of a decedent, property given away by a donor) should also be
examined carefully. This includes The Specifically Selected Goods and Services Tax
Act and The Estate and Gift Tax Act. The increase of tax revenue can be used to
support public construction projects, youth development, care of disadvantaged groups,
care of the elderly, and long-term care services.
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