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AMERICAN INSTITUTE IN TAIWAN SELLNGELNES

. TM?Z; FATLEBEIR LT
7. LANE 134, MSiIN Yi ROAL. & 3. TAIPEL TAIWAN -
' $:£:708-2000

TELEPHONE:709.200C CASBLEZAITAIWAN TAIPE!

May 31, l9se
B-366

Mr, James W.{. Wang

Chief, BUsiness Divisiec

Cooréination Council for
North American Affalrs »

133 Po Al Recad

Taipei

Dear Mr. Wang:

-

The AMATriCan InstiTnre in Tatwan (a:r} proposes te the
Coordination Council for North American Affairs (CCNAA) the
conclusion of an agreement amending the agreemen: of February &
arnd 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 from the international
operation of ships and aircraft. The terms of the agreement
are as follows:

-~ The AIT, in accordance with sections—872{b) and 883(a) of
the Internal Revenue Code, and 22 f.5.C. 3305) acrees to exempt
from tax gross income derived from the {Tterhaticnal operation
of shipa or zireraft by individuals who are residents of the
territory represented by CCNAA (other than citizens of the
territory represented by AIT) and corporations organized im the
territory represented by CCNAA. This exemption is granted on
the bagis of equivalent exemptions granted by CCNAA to citizens
of the territory represented by AIT (who are not residents of
the territory ‘represented by CCNAA) andé to corporations
organized in the territory represented by AIT (which are not
subject to tax by the territory represented by CCNAA on the
bagis of residence),

~~ In the case of a corporation, the exemption shall apply only
{f the corporation meets either of the fcllowing conditions:

{1) more thern £ifty percent of the value of the corporation's
ateck is owned, élrectly or indirectly, by individuals who are
residents of the territory represented by CCNAA or of a country
which grante a reciprocal exemption to citizens and
corporatione of the territory representeé by AIT; or
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Mr., James W.C. Wang
CCHAA
Page Two

t

(2) the co'poration 8 stock is primerily anéd regularly traded
on an established securities ma*xec in the territory '
represented by CCRAA, ¢r is whcolly owned by 2 corgeration whose
stock i{s so traded ané which is alsc organized in the territory
representeé by CCNAA,

Por purpeses of the exempticn from texation by the terrzit
represented by AIT, subp araé&aph (1) will be considered ¢
satisfied 1f the corpcration is a "controlled foreign
corporaticn®™ under the Intarnal Revenue Code,

-= Gross income includes all income derived f£rom the
internaticenal operation of ships or aircraft, including income
from the rental of ships or aircraft on a full (time or voyage)
basis and income from the rental of containers ané related
equipment which {8 incidental to the international gperation of
ghips or aircraft, It also includes income from the rental on
a barebcat basis of shipgs ané aircraft used for international
transport,

== The AIT considers that this letter, together with the
CCNAA's *eply letter confirming that CCNAA agrees to these
terms, constitutes an agreement which shall enter into force on
the date cf CCNAA'S reply letter andé shall have effect with
respect to taxable years beginning on or after January 1, 1%87.

-~ EBEither party may te:winabe thie agreement by giving written
notice of termination,

hiliyg T.
Chief(
Eccnomic/Conmercial Section

bec: MOF - Eua Chuan
MOC -~ Farn Kuang-you
/7 - State Dept.
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AMERICAN INSTITUTE IN TAIWAN ATLGRESHENTR
TAIPE! OFFPICE WL ARIRIZNZITR
7. LANEZ 134, HSIN Y! ROAD, SEC 3, TA!PEI, TAIWAN TR:709-2C6C0
TELEPHONE: 7C8.2000 CABLE: AITAIWAN TAIPEL

April 5, 1i¢eg:
AIT Be-236
Mr. Jasmes W.C. Wang
Crhief, Business Division
Cocréinacion Council for
Noreh American affairs
133 Bo Ai Recad
Talipei, Talwan
Dear Mr, Wen
Further to the most recent CCNAA [ezter on this sudbiect

concern;ng the AIT/CCNAA Agreement <o exempt frcxz ‘ncome tax
income derived from air and shipping operations, I am pleaseé to
inform you that te date, the United States has ccncluded
agreenents with ten countries: Argentina, the Bahamas, Bolivia,
Colombia, Denmark, El Salvador {aviation only), Liberia, Paname,
SWeden and Venezula. The Internal Revenue Service ruled that
Turkey alsc satisfied the requirements (including the
citizen/resident asymmetry) of U.S. Law, BSimilar notes may be
signed ahortly with other par*ies. Zach contains an exemption
by the U.S. of the other country's regicdents ané an exenpt‘on by
the other cecuntry of U.S. citizens.

A lLegiglative Anencment is belng proposed to remcve the
asymmetry by referring to residents of both coun:ries. It is
part of a massive bill of technicel correct zons o the 1986 Tax
Reform Act and is not likely to be enaczeé until late this
year. Weitinc £or new lecislation before concluiinc the
acreenent could mean paving 1967 taxes.

The Zxchance of Notes does not have the force ¢f law i'se*-, bust
simply implements statutcry authority. Thus, if the egtatut
chances, the agreemen:t must confocrn to the Cnaﬂge swa ute, <7

does not expect further changes beyond the technicel corrections
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Mr, James wW.C. Wang
AIT B8-236
Pace 2

bill, andé would in any event .regues
a8 change were prercosed, but the dec
AIT cannoti make 2 commitment to tha

Please provide this information to

Thank you for your continuing coope

"
(1)}

t a deléyed effective date

ision is a legislative one so

t effect,
the relevant authorities,

ration.

Since

L

Prilip o,
Chief
zcononic/Commercial Section

Lifdcoln,
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I7 B3-235, AIT/CCNAX Acreement on EZxempting Shipping and
ircraft Income from Taxation

RATTED:IECON: PEChase §444s

bec: Kelly Hsieh, MOFA
Huan Chuan, International Taxation Office, MCP
Pan Kuang=-you, MCC
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307-?_7) NAT] 0’\’ COU"vC{L FOR NORTE AMERICAN x“"""
133 PO Al RGAC, TAIPEL TAIWAN
. REPUBLIC CF CHINA _

ReZ No: (77) CCNAA 0703
‘lay 26, 1988

Communicazicn
American Inscisut
Taipei Q0ffice* .
7, Lane 134, Hsin Yi Road, Sec. 3, Taipel

Attention: Mr, Philip 7. Lincoln, Jr
' Chiesf '
.-.conomic/Cé::mercial Section

.

Dear !Mxr. Lincoln: .
, Reference is made to your lettérs (AIT B-15 1,
: B-235) of March 2 and April € respectively, regarding
R the CCONRA/AIT 'agreement on reciprocal exempkicn -
! from income-tax’'cf income derived from t‘ze inter-
: nat

igcnel opera‘.:-_cn of ships and ai rc*af

in reply,. I wish to inform you . that the
craft letter n*ocosed by A.:.T is ag*'aea.ble to us.

Sincere ly, Goﬁrs .

James . Wanc
Chief
Busi ness Divis cn

Jv/sc
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The relevant Internal Revenue Ccde sections are =s fcllows:
Secsticn E72{L)

-~ Tne fcllowing items shall pct be included in cross income ofF
& nonresident alien iadividual, angd shall be sxsmpz from
taxazicn under this sudbtitle:

(1) Ships operzted by certain nenrsesidencts. Gress 1n~cme
derivec by an individual 'e=ide:: cf az foreign country frem the
cperaticn of & ship or ships if such foreign ccuntry g:an:s an
ecuivelent exempticn to citlizens ¢f :ne United S:ta:es and to -
corperaticns eorganized in the United Szz:zes.

{2) Alrcraft operated by certain noncesidents. Gross income
derived by an incdivicdusl resident cZ 2 foreizgn councry from the
operaticn of aircrait if such Zcreign country granss an
equivalen: exenptica te citizens of the United S:aztes and o
corporations organized in the Uniteé S:ta:tes,

Sec:tivn H¥83{a)

-- The following items shall pct e included in gross income of
a Zoreign corporation, and shall be exemp: 2rom taxation under
this subzuitle:

(1} Shics operztes by cerztain £creign cc:porati:: . Gross
incone derived by a corporut*on organized in a f¢reign country
from the cperation cf a sh ip or sn1~s iZ such Zfeoreign country
grants an eguivalent exempticn te citizens of the United States
anc to ccrporations organized in the United Stztes.

(2} Aircrait operatec by a certain foreign corpsrz:tion, Gross
incomne derived bv a corporation crgarized in a fcreign country
fErom the operation of aircraZt if such foreign counzzy grants an
equivalent exempticn tc citizens of tne United States and to

ccrporacions crganized in the United Staces.



