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C00RD1NAI1QS COUNCIL FOR NORTH AMERICAN AFFAIRS
123 PC A! RCAC. TA1PS!. TAIWAN

REP'JSLIC OF CHINA •

• ; ; ' ■ .. JUN - 1 138S
r>sf Us: (77) CCXAA C72.2 , _. • ^

1 ■ ' ■•. • May 31, 19S3

Ccnr.unicaticns ?ror:rdr.s. Offica •' ' ■
American Institute in Taiwan . /;■'••.

T = icei Office , .. . ' ''; .
7, ians 134, Hsir. Yi Read/ Sec.-3, Taipei.:;.;'

htzer.-izr.: Mr. Philir. T. Linccln, Jr.

• • ■ ' Chief J ..:£*. •
Ecor.cRic/Cczncrcial • Secticr.

Dear Mr. Lincoln: ' '.'. .;.. ' ;■■■■■■<tk.'■'■£■ '-'

I have the hor.cr co ackr.owiedge-Trec'eiptVof" ycur.'-'letter
{AIT S-3S6) of today's daterVhich-'reads^as.^follovsr.

• ■ • ' •'•'• ■•'*''•. '■'
"Dear Mr. Wang: "! ^^

] r

— In the case cf a corporation-)^.;the ^e::emptiqn^ieJiallVfapply only
i f rise corporation r.eezs eitherv.cf J;the foiirpwi'he.^conditions:

exemp;

corporations cf che territory represented.by-AIT; cr
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satisfied if the ccrpcratior.^is^a-- "cbntrbli^d^fc.rei-cn1:-'-'' .
corporation" under the.Internal^Reyenue "cp^'ef.^ > .'..^'.'

ships cr aircraft. It also includes inccir.e fror. the rental on

a bareboat hasis of ships and aircraft used, for international

transport.

— The hi? considers 'that this letter, together' with"-..the

r* Vti

1

sub-j: to taxable years feeginninc-on .or-after: January. 1,'198 V

a/SC
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AMERICAN INSTITUTE IN TAIWAN

TAIPEI

7. LANC 134. HSIN Yi ROAC. SEC 3, TAIPE!. TAIWAN

T£LEPHONE:7C9-200C CASLE:AITA!WAN TAIPEI
9-2000

May 31, 1S88

5-366

Mr. Janes w.c. Wang

Chief, Business Division

Coordir.attor. Council for

North American Affairs *

133 Po Ai Road

Taipei

Dear Mr. Wane:

•i'hp AB^rican ir.sr ln.ir<? m Taiwan {a : *i* 5 proposes tc the

Coordination council for North American Affairs (CCNAA) the
conclusion of an agreement amending the agreement of February 8
and 25, 1972 to exempt from income tax, on a reciprocal basis,

income derived by residents/citizens and corporations of the
territory represented by the other party front the international

operation of ships and aircraft. The terns of the agreement
are as follows:

— The AIT, in accordance with sections-87.2jb) and 883(a) of

the Internal Revenue Code, and 22<2.S.C. 3305> agrees to exempt
from tax gross income derived from t&V International operation
of ships or aircraft by individuals who are residents of the

territory represented by CCNAA (other than citizens of the
territory represented by AIT) and corporations organized in the
territory represented by CCNAA. This exemption is granted on
the basis of equivalent exemptions granted by ccnaa to citizens
of the territory represented by AIT (who are not residents of
the territory "represented by CCNAA} and to corporations
organized in the territory represented by AIT (which are not
subject to tax by the territory represented by CCNAA on the
basis of residence),

— In the case of a corporation, the exemption shall apply only

if the corporation meets either of the following conditions:

(1) nore than fifty percent of the value of the corooration's
stock is owned, directly or indirectly, by individuals who are
residents of the territory represented by CCNAA or of a country
which grants a reciprocal exemption to citizens and
corporations of the territory represented by AIT; or

f (
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(2) the corporation's stock is pri.~sri.iy and regularly traded
on an established securities market in the territory

represented by CCNAA, or is wholly owned by a corporation whose

stock is so traded and which is also organized in the territory

represented by CCNAA,

For purposes of the exemption from taxation by the territory

represented by AIT, subparag*raph (1) will be considered to be

satisfied if the corporation is a "controlled foreign

corporation" und^r the Internal Revenue Code.

—. Gross income includes all income derived front the

international operation of ships or aircraftf including income „

from the rental of ships or aircraft on a full (tixe or voyage)

basis and income froa the rental of containers and related

equipment which is incidental to the international operation of
ships or aircraft, it also includes income from the rental on

a bareboat basis of ships and aircraft used for international

transport,

— The AIS considers that this letter/ together with the

CCNAA's reply letter confirming that CCNAA agrees to these
terms, constitutes an agreement which shall enter into force on

the date of cCNAA's reply letter and shall have effect with
respect to taxable years beginning on or after January l, 1987.

— Either party may terminate this agreement by giving written
notice of termination.

T. Lincoln, Jr.
Chief,'
Economic/Commercial Section*

bcc: MOF - Eua Chuar.

MOC - ?ar. Kuang-you

:,/? - State Dept.
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COORDINATION COUNCIL FOR NORTH AMERICAN AFFAIRS
i33 FO Al ROAD. TAIPEI, TAIWAN

REPUBLIC OF CHINA

■ ; W 2 7 '.S38

Ref Nc: (77) CCN'AA '0712

May 27, 19SB

Ccnuminications Programs Office

Ar.erican Institute in Taiwan

Taisei Office " -

7, Lane 134, Ksin Yi Hoad, Sec. 3, Taipei

Attention; Mr. Phiiio T. Lincoln, Jr.

Chief

r.ccnonic/CorsT.srciai Section

Dear Mr. Lincolnt

• Further to my letter (CCNAA 0705) .of May 26,

1SBB regarding "the CCN'AA/AIT agreement or. reciprocal

exemption fror.-incone tax of income derived froia

the international operation of ships and aircraft,
2 wish to state that if the relative American

statutes should be changed in the future tc

remove the "-citizen/resident asyrar.etry" in the

seid" agreement 'by. referring to residents c£ both
countries, CCNAA and AZT should then exchange
letters accordingly so to bring the agreement in

confornitv with'the relative statutes.

Thank y.ou for your attention .to this natter.

Sincerely yours,

Janes K. C. War.c:

Chief

Business Division

JW/sc

AUG-IS-89 SUN



AMERICAN INSTITUTE IN TAIWAN

TAIPEI OPPICS

7. LANC 134, MSIN Yl ROAD. SEC 3. TA:PEI. TAIWAN

TELEPHONE: 7C6.2OOO CABLE: A17AIWAN TAIPEI

w it "f ft & /(■ i A 134 «.

t»:709-2CC0

•April 5, ISS

AIT B-226

Hr. Janes W.C. Wang

Chief, Business Division

Coordination Council for

North American Affairs

133 Po Ai Road

Taipei, Taiwan

Dear Hr. Viang:

Further to the most recent CCNAA letter on this subject,

concerning the AIT/CCNAA Agreement to exempt from income tax

income derived from air and shipping operations, I am pleased to
inform you that to date, the United"states has concluded
agreements with ten countries: Argentina, the Bahamas, Bolivia,

Colombia, Denmark, El Salvador (aviation only), Liberia, Panama,
Sweden and Ver.ezula. The Internal Revenue Service ruled that

Turkey also satisfied the requirements (including the

citizen/resident asymmetry) of U.S. Law. similar notes nay be

signed shortly with other parties. Each contains an exemption

by the U.S. of the other country's residents and an exemption by

the other country of U.S. citizens.

A Legislative Amendment is being proposed to remcve the

asymmetry by referring to residents of both countries. It is

part of a massive bill of technical corrections to the 1986 Tax

Reform Act and is not likely to be enacted until late this

year. Waiting for new legislation before concluding the

agreement could mean paying 1967 taxes.

The Exchange of Notes does not have the force of law itself, but

simply implements statutory authority. Thus, if the statute

chances, the agreement must conform to the chanced statute. AIT

does not expect further changes beyond the technical corrections
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biil, and would in any event .request a delayed effective date if

a change were proposed, but the decision is a lecislative one so
AIT cannot make a commitment to that effect.

Please provide this information to the relevant authorities.

Thank you for your continuing cooperation.

Philip1 T. Liricoln,
Chief *

Economic/Commercial Section
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A IT 3-235, AST/CCNAA Acreer.enc on Exempting Shipping and

Aircraft income from Taxation

"DRAFTED:SCOW: ?HChase 5444s

bcc: Kelly Ksieh, MO?A

Huan Chuan, International Taxation Office, MCF

Pan Kuang-you, HOC
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COORDINATION COUNCIL FOR NORTH AMERICAN JSr'AIPJS

133 jjo a! rcac. taipei. taiwan

• Republic cf china ■

fief.Ko: (77) CCSAA 0706

'May 26,: 1938

Cor-jnur.icaticr.s Programs Office

American Institute in Taiwan .

Taipei Office :.

7, Lane 124, Ksin Yi Road, Sec. 3, .Taipei

■ Attention: Mr. Philip. ?. Lincoln, Jr.
■ ' Chief

Fcor.or.ic/Cormercial Section

Dear .Mr. Lincoln: ■ • ..

3-151,.

regarding

exemption
fron incone-tax'cf income derived from the inter
national operation of ships and aircraft.

• In reply,. I wish to inform you .that the
craft letter proposed by AIT is agreeable to us.

Sincerely.:-yours,

Janes W. C.: "Wang
Chief

Business Division

Ji-7/sc
















